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Abstract

Purpose - The purpose of this thesis is to explore and understand the
‘localisation” phenomenon from a geographical, -cultural, technical and
governmental theme to help explain why the level of local content in the oil and
gas engineering and technical services private sector tends to flatten out at
specific engineering and management skillsets in order to balance quality and
delivery of the service and maintain operational excellence. Five research
objectives were developed to achieve the research aim to provide a clear
understanding, from a corporate strategic perspective, of the drivers and
perceived barriers to successful localisation.

Localisation in Context - "When a /local national is filling a required job
sufficiently competently to fulfil organisational needs” (Potter 1989).

Design/methodology/approach - Due to the nature of investigation, this
study adopted a qualitative inquiry. Thus, a mix of qualitative data collection
methods were used such as document, experienced observation, and interviews
with senior managers at the corporate strategic level of the business. An
interview guide was developed from a conceptual framework generated from the
literature review. The study targeted an ‘elite’ sample of oil and gas executives/
managers who are considered role models in the case study organisation. This
study argues that a form of grounded theory/qualitative inquiry is adopted
during data analysis using open, axial, and selective coding, leading to an
evolved conceptual framework of localisation drivers and barriers.

Findings - In addition to a thematic analysis, an integrated view from the
researcher as an experienced observer resulted in a validated conceptual
framework. This framework provides a holistic set of factors that must be
considered, and understood, from a corporate strategic perspective as being
directly influential in achieving successful localisation of a subsidiary part of the
business. It is found that four of the five objectives were met and objective five
partially achieved which identified an opportunity for further research to
investigate and develop weightings across the four localisation barrier themes to
determine an optimised balance of cost, delivery, and local content to maintain
the desired operational excellence in the oil and gas services contractor industry.

Originality/Value - The study appears to have a contribution to knowledge
through the evolving conceptual framework of localisation and provides the first
holistic view of both localisation drivers and barriers relevant to oil and gas
services contractors. A methodological contribution is worth noting since the
researcher acted as an experienced observer during the process of this research.
No doubt, industrial experience of the research and his access to the senior
management has been one of the key contributing factors to a successful
completion of the study. Finally, one can argue that this study has made
contribution to the policy makers who provided access to the researcher. The
findings of this study will provide a better and clear understanding of localisation
and its drivers and barriers.

Keywords - Localisation Drivers, Localisation Barriers, Local Content.
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CHAPTER ONE: INTRODUCTION

1.0 Background

It is widely acknowledged that one of the key strategic goals of a multinational
organisation operating in a developing country is how to balance Quality and
Delivery of a product/service with the level of local content and a use of local

workforce.

In many emerging economies rich in mineral resources, Local Content
(Localisation) is becoming a strategic consideration in investment decisions and

project delivery.

For clarity, it is better to answer the question - what is localisation? Selmer
(2004) defines localisation as "the extent to which jobs originally filled by
expatriates are filled by local employees competent to perform the job”.
Moreover, Potter (1989) highlights that an effective localisation occurs "when a
local national is filling a required job sufficiently competently to fulfil

organisational needs”

In Kazakhstan legislation passed in 2010, mandates that new concession
agreements to develop subsoil resources must deliver a minimum Kazakhstan
Content (personnel employed, goods, works and services). The law is being
operationalised through a range of Local Content regulations. These include the
setting of minimum local content targets in the award of major contracts, i.e.,
Kazakh-only tender lists for materials that Kazakh producers have a proven
capability in supplying; and a minimum share of contract value to be awarded to
Kazakh suppliers and sub-contractors within contracts won by international

contractors.

However, localisation is a complex process. It is arguably misunderstood or
misrepresented from a geographical, cultural, technical and governmental
perspective. A delivery of government, imposed local content, can leads to
significant risk to an incumbent MNE who has underestimated the effort required
to meet, and sustain, a minimum local content percentage within a subsidiary

business.




The researcher’s experience in managing a large engineering and technical
operations team, over a number of years, in the developing countries of Caspian
Region and Africa has motivated him to investigate this localisation

phenomenon, from a corporate strategic perspective, faced by engineering and

technical services firms. This research focuses on a well-established company

from the oil and gas industry.

1.1 The Organisation as a Case Study

For reason of confidentiality, the company is referred to as (Oilco). The company
provides a full range of services worldwide to the upstream and downstream
hydrocarbon businesses such as offshore and onshore oil and gas facilities,
refineries and chemical plants. It supplies these services to both major and
independent integrated oil companies and national oil companies. Its global
network employs over 43,000 people and has an impressive international
footprint unique in the industry and sources. The organisation nurtures and
deploys the best people to ensure that the talent of the entire network is
available to the customers whenever they need it. The company is
headquartered in Aberdeen, Scotland with major operational offices in five
continents. The company creates sustainable and fair employment with career
development opportunities across the five continents. This led the company to
face diverse challenges and develop bespoke operational strategies in an attempt

to align the businesses with the current local market conditions.

The Company is committed to being a socially responsible corporation and to
achieve this, they live by its core values and take into account the economic,
social, and environmental impact of all aspects of our business. In delivering
their engineering and technical operations projects globally they bring their
‘People’ and ‘Social Responsibility’ core values to the forefront of the business,
and exhaustive Management effort has seen their local content grow over the
years. However sustaining this performance requires innovative thinking and
investment in people, which is undoubtedly the most challenging part of the

global business.




1.2 Research Problem and Researcher Personal Interest

This section attempts to explore the research problem and also explains the
researcher’s personal journey in identifying and developing the research topic for
this thesis. As a senior manager of operations for an oil and gas engineering
firm, it is to reflect on localisation and its importance from a personal experience

and observations.

It is widely known that in the global oil and gas industry, skills transfer from the
engineers and managers of International Oil Companies (IOC) to staff working
locally for National Oil Companies is an important route to greater efficiency and
productivity. A recent Celerant Consulting report (2007) goes on to state that it
relieves some of the pressure on scarce human resources. Carried out
successfully, so-called ‘localisation’ projects make a major contribution both to
output and to good working relationships. But smooth and effective

implementation is everything.

According to Celerant Consulting (2007), the global oil industry faces a real
challenge in the shape of an acute shortage of highly qualified petroleum
engineers. It appears that the situation is going to get worse not better, based
on current trends. It will take several years for the size of the skills base to
come back into sync with industry demands, even if all the corrective actions in
key areas such as undergraduate recruitment were taken today. A transfer of
skills to National Oil Companies or indeed local resources looks like the only
feasible response in the short and mid-term. This is illustrated through the
Kazakhstan market conditions, namely the shortage of skilled engineering
resources, which saw an enormous effort by one of the case study company’s
local subsidiaries to increase its investment in training its own people, allied with
finding innovative ways towards developing the next generation of Engineering
resources and Leaders, in order to meet the challenges facing the Kazakh Oil
and gas Industry and society. One key initiative was developing a relationship
with the Kazakh-British Technical University (KBTU).

The researcher understands, through experience, that the economic climate in

Kazakhstan is currently difficult. However, experience has taught us that




investing in employee training is vitally important to both profitability and to the

long-term survival of the company.

The value and success of these evolving long-term initiatives are realised

through time.

In the short-term, through its core value aligned strategy ‘Oilco’ attempts to
sustain high local content through people retention during the tough market

conditions in Kazakhstan.

Following his personal motivation to explore this localisation phenomenon, the
researcher presented a practitioner paper (McDonald, J. 2012) at the “February
2012 Engineering Innovation Conference” in Almaty, Kazakhstan. He examined
and reflected on the current academic thinking relating to Localisation of
Management and Engineering resources in the context of the Brownfield
Engineering Services Sector. This practitioner paper described the problem
statement identified in one of the subsidiaries of ‘Oilco’ operating in Kazakhstan.
It also provides evidence of localisation plateau, or ‘flat-lining” within the project
engineering services sector. This subsidiary exposed a key issue that the
industry needs to address, to ensure the knowledge development of next
generation of engineers and the integrity of the future Oil and Gas Assets in
Kazakhstan, and in particular relation to support to the operational phases of the

assets.

This key issue - a perceived requirement for a shift change in knowledge from
the early stages of the oil and gas life cycle to the latter stages, and instillation
of an operational mindset to support the fast developing future of Oil and Gas
industry in Kazakhstan. This practitioner’s paper provided a simple thought
process and offered up ideas or incentives for consideration by the industry
advisors and forum with the intent to develop these incentives through

collaboration and debate post plenary sessions.

The key input to this session, the practical problem, originated from the ‘Oilco’
subsidiary business based in Atyrau, Kazakhstan, whom is one example of a
Brownfield Engineering Services Contractor that provides a full range of services
to the upstream and downstream hydrocarbon businesses. The subsidiary

services contractor supplies these services to both major and independent
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integrated oil companies and national oil companies and recognises the distinct
and unique challenges, governmental, cultural, labour relations, education and
training needs inherent in Kazakhstan which provide challenges in achieving the
corporate objectives of localisation of resources in Kazakhstan, none more so
than recognising that the quality of the engineering services or product must not
be compromised which will have an obvious impact on business revenue and
reputation. The researcher portrayed a localisation trend, experienced since
engineering business inception in Kazakhstan, and a hypothetical trending
towards Kazakhization. Localisation had increased quite significantly during this
period of data gathering, but evidently starting to plateau or ‘flat-line’, arguably,
indicating knowledge starvation in this particular services sector. This plateau is
an industry concern in meeting stronger imposed localisation incentives by the

Ministry of Oil and Gas, to accelerate localisation.

Furthermore, this flat-lining may be influenced by many other factors or barriers
that are perceived to be imposed either from an individual country perspective or
indeed directly influenced from the parent company strategic objectives, or the

behaviour of individuals themselves.

There is a tendency to believe that there is an organisational push towards
achieving full localisation within the shortest possible time. It is probably
originated as more of an economic strategy, due to the relatively unknown

barriers or inherent issues in developing countries.

This localisation problem appears to be a global one. It has been well advocated
by the researcher during the IV Eurasian Energy Forum and the Local Content
Forum on 25" September 2009. In this gathering, the researcher’s contribution
to the localisation phenomenon at the Forum was well received by the attendees.
Farouk Al-Kasim presented material on “Developing Local Content - Why did
Norway Succeed?” and summarised stating Norway was highly developed before
the oil age, it had highly developed institutions and high level of education,
developed competence and capacity, supported participation of contractors to
stimulate the development of general know-how in the country. He mentioned
some pitfalls that must be avoided - Ensure high quality and mitigate rise in
costs and avoid weakening other national industries through brain-drain and

wage inflation as a result of oil activity.




On the counter-side, and relevant to a less developed country, Professor Yelena
Kalyuzhnova presented a paper “Defining Local Content in the Caspian Region”
and responded to the question on why to develop local content stating it
provided a lower cost engineering resource and facilitated a relationship building
with national oil companies and host governments - to broaden knowledge base
of local capabilities, customs and regulations - and was a fact of life for
contractors. She goes on to state that this is not a quick fix and must be
supported by long term development plan - requires a sustainable workload and

clients must accept it increases contractors risk in the early days.

From the above, and the literature reviewed, the research problem is
summarised through a single main research question and four sub-set questions

as follows:

Main research question: Localisation is a complex process and it is arguably

misunderstood or misrepresented from a geographical, cultural, technical and

governmental perspective — Why?

Why is localisation *flat-lining’ to maintain a quality engineering product

and sustain operational effectiveness?

e How can a firm achieve a balance of local content demands in-country

with a sustainable and competitive business?

e Why is there is an imbalance of local engineering knowledge in some of

the developing countries such as the Caspian Region?

e Localisation continues to be a hot topic at international conferences and
seminars - is there a disconnect between academia and engineering or

technical operations?

To address these issues further, it is evident that the localisation phenomenon
must be understood in the first instance, and in particular what drives a
company’s subsidiary to localise? And more so, what barriers are preventing
successful localisation? When these are known then we can expect to address

more specific and individual issues on a more informed basis.




Experience shows that while localisation is easy to advocate, it is less easy to put
into successful practice. Ian Jones, Vice President Operations of Celerant
Consulting concludes three critical factors need to be addressed: mutual gain,
where there need to be something in it for both parties (IOC and NOC); fast and
focused progress; productive collaboration where both parties need to work
together effectively at the micro-level. They must work together to overcome

cultural and process differences to arrive at a sustained increase in local content.

1.3 Aim and Research Objectives

1.3.1 Research Aim

The aim of this study is to explore the localisation phenomenon, from a corporate

strategic perspective, and its drivers and barriers. It also attempts to provide a

clear understanding of these drivers and perceived barriers to successful

localisation.

This understanding will provide a solid footing to further investigate what drives
oil and gas engineering and technical services contractors to localise their
subsidiary business units and what the inherent barriers are which are
preventing successful localisation of subsidiary businesses. This intentional step
back from what is currently known within ‘Oilco’” will allow a contrasting and
informed view of the localisation phenomenon, the view of which has been drawn
from, and validated, during an academic literature review. The conceptual
framework derived from the literature review provides the foundation and input
for development of an interview guide that will be implemented to conduct
interviews with senior executives and managers within ‘Oilco’. Thirdly, the
primary data collected from this ‘elite’ sample will validate, modify, or
incorporate new themes into an evolving framework which can be used by all oil
and gas services contractors during their ‘global’ strategic decision making

process.

1.3.2 Research Objectives

Five objectives have been developed to achieve the aim of this research. They
have also taken into account the timeline of a DBA during its initial planning

stage, i.e., using access to senior executives and managers to collect primary




data. Significant time was required to investigate the localisation phenomenon in
a general context and from a multiple country perspective. Silvey (1975)

observed:

“"A research plan is, at best, a considered and calculated set of compromises
based on the aims of the research, the resources available, and the social

realities of the field of investigation”.

The researcher’s experienced observation over a number of years in the Caspian
Region and Africa has culminated in a gathered knowledge and awareness of
localisation issues. In some way this generated the research problem described
in section 1.2. However, this has arguably assisted in development of remedial
localisation plans based on a lack of academic understanding or indeed previous
knowledge of research in this area, in particular in terms of generalisability of the

localisation phenomenon.

Table 1.1 summarises the research objectives that have since been developed to

address the aim of this particular study from a corporate strategic perspective.

Table 1.1: Research Aim and Objectives

>
-
2

Research Objective

1 | To develop and validate a conceptual framework generated from
the literature review

2 | To identify the ‘localisation’ critical success factors and barriers to
increasing local content, in a general context

3 | To identify and evaluate these barriers to ‘localisation’ and whether
they prevent localisation targets being achieved by engineering
services contractors in the oil and gas industry

4 | To investigate localisation drivers and their importance to the
engineering services contractor industry

5 | To assess the key barriers that have a major impact on operational
excellence, quality and delivery

barriers. It also attempts to provide
a clear understanding of these
drivers and perceived barriers to

phenomenon and its drivers and
successful localisation

To explore the localisation

Source: Original




1.4 Scope of Research

This research focuses on primary data collected from executives and senior
managers of an engineering and technical services contractor in the oil and gas
industry. Through this thesis, it is referred to as “Oilco” which is the fictional
name given to the case study organisation used. The respondents constitute an
‘elite’ sample. This targeted sample is comprised of some of the most influential
decision makers within ‘Oilco’, each with an average of 25+ years in the

industry.

The study did not extend to other services contractors who could be classed as
the competition to ‘Oilco’. This was not part of the scope of this study, although
given the synergy between services contractors in the oil and gas industry, then,

arguably the findings and conclusions could be considered transferable.

Where appropriate and validated, the scope includes the views of the researcher
who has been an experienced observer in the role of Engineering Manager and
Technical Operations Director across a number of countries over several years.
These views are validated through historical data and relationships with various
institutes in the countries where ‘'Oilco’ has operated as a subsidiary. This

practical experience led to an interpretive philosophical approach.

The research concentrates on investigating the localisation phenomenon in a
general context and through a critical review of literature before soliciting the
views from the oil and gas industry executives and senior managers. These
participants were questioned as to whether the interpreted or perceived
localisation drivers and barriers as described by the academics are validated,

relevant, or incomplete, in an oil and gas services contractor context.

Finally, the scope extends to provide and summarise the value of the research
outputs to a company already operating in, or going into a country for the first
time to deliver operational excellence and seeking to localise a business

subsidiary.




1.5 Thesis Inputs
This thesis comprises of five chapters and a synopsis of each will follow.

Chapter 1 introduces ‘'Oilco’ and describes a ‘real’ problem in the oil and gas
industry in particular relation to the organisation’s subsidiary in the Caspian
Region. The localisation issue has provided the idea for this DBA research work
and the inspiration to the researcher, an experienced observer for several years
through a senior management role. It provided him with a platform of a
comprehensive understanding of the localisation phenomenon and use of this
knowledge to tackle inherent problems in meeting the governmental high local

content demand.

The aim and objectives of this study are developed to address this problem and
are clearly summarised in this chapter along with a process, represented in
Figure 1.1, generated by the researcher that explains the process followed to

complete this work.

Chapter 2 provides a critical review of selected literature relating to localisation
phenomenon. A background to localisation is provided for the reader along with a
review in a high level context. This is followed by a discussion in the context of
company performance versus localisation. A review of existing and relevant

academic models is also presented.

This chapter then reviews in more detail the drivers to localisation and perceived
barriers to localisation. An interpretivist approach is taken with regard the drivers
to localisation. A combination of localisation knowledge from the literature and
experience of the researcher are used to draw out a comprehensive list of the
perceived drivers. It is worth noting that a critical review of the literature has
helped to gather a comprehensive list of factors that contribute to both the drive
for a subsidiary company to localise, and also act as perceived barriers to
successful localisation. Thus, it has led to develop a framework of key themes
drawn from the academic text. Some research gaps are summarised and tabled
in this chapter. Adding to this, a conceptual framework of localisation factors is

generated and presented in Chapter 2.
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Chapter 3 examines the design of the research. It presents a coherent and
structured approach to the selection and implementation of the methodology
most suited to establish a solution to the research problem. A definition of
research is provided and the ‘research onion’ analogy by Saunders, Lewis and
Thornhill (2015) is also used to provide a clearer structure for this chapter as

follows:

e Philosophy;

e Approach to Theory Development;
e Methodological Approach;

e Research Strategy;

e Time Horizon;

e Data Collection;

e Data Analysis

Chapter 4 deals with the analysis of the primary data collected from ‘elite’
individuals from ‘Oilco” who are a leading incumbent in the oil and gas services
contracting industry. It highlights how a primary qualitative data is collected
through semi-structured interviews and analysed thematically. Different sections
reflecting individual themes are presented. Moreover, the researcher uses a
combination of tables and interrelationship models to present the analysis of
findings. Additionally, the researcher provides supported individual thoughts
during these arguments based on his own experience in the oil and gas industry,
where he was involved in the start-up of new business subsidiaries in a number
of developing countries. Thus, an evolving conceptual framework of localisation

factors, represented in Figure 4.7, is derived and presented in Chapter 4.

Chapter 5 presents conclusion and recommendations. The findings are reflected
on and linked to the aim, research objectives and previous studies identified in
the literature review. Additionally, future research areas have been identified to

complete this exploratory research.

Recommendations are provided for executives and senior managers of services

contractors in the oil and gas industry who have a keen interest in setting up
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new subsidiaries in developing countries and are confronted with balancing local

content targets with a sustained operational excellence.
1.6 Research Process

To help summarise this section a schematic of this research process is provided
which illustrates each of the research stages undertaken for this thesis. Figure
1.1 provides this comprehensive description of the steps described in this

chapter.

This research process schematic provides the reader with a simple reference to
each of the chapters described in the thesis and how these interrelate in

achieving the final outcome of this research work.
1.7 Ethical Considerations

The confidentiality of the respondents, both the individuals and ‘Oilco’, have
been promised and respected, since the executives and senior managers have
given confidential information about the internal operation of their respective

organisations during the exploratory work, case study, and interview guide used.

An information sheet describing the purpose of this study, the benefits of
participating and why, and what will happen with the results, was developed
along with a participant consent form. This was made available to each of the
participants in advance of any interviews being carried out to ensure them that

their anonymity was kept confidential throughout the process.

This information sheet and consent form is included in Appendix 1 of this DBA

thesis.
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Figure 1.1: The Research Process

CH1
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1 | To develop and validate a conceptual
framework generated from the literature
review

Idea Development

2 | To identify the ‘localisation’ critical success
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gas industry
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Problem Definition
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CHAPTER TWO: LITERATURE REVIEW
2.0 Overview

It is widely acknowledged that a critical review of literature aims to identify and
evaluate concepts and theories relating to the phenomenon under investigation.
It also helps to develop a conceptual framework as a road map for the study.
This study focuses in understanding and explaining the localisation phenomenon,
its drivers and its barriers. It also attempts to identify any gaps in the literature
that can be addressed through the study objectives. In summary, this critical
literature review follows a deductive approach as advocated by Saunders, Lewis,
and Thornhill (2015).

The researcher made full use of literature review spreadsheets and a full
literature review summary table to gather a chronological summary of the
literature selected during this review. This is described in the methodology
Chapter 3 of this thesis and the spreadsheets are included as appendices to this
work. The academic papers that have significance in this work span from 1988
through to current time of thesis development and these four decades draw out
many repetitive drivers and barriers to localisation covering general research,
the US, Africa, China, Hong Kong, Taiwan, Oman, Saudi Arabia, UAE, and Papua
New Guinea. The most up to date research appears to originate in the Middle

East during the current decade.

However before discussing previous academics thoughts on the localisation
phenomenon it is important to set the context of “localisation” as used in this

research.
2.1 Definition of (effective) Localisation

In the context of this study, one definition of (effective) “localisation” occurs
"when a local national is filling a required job sufficiently competently to fulfil
organisational needs” (Potter 1989). Another quoted definition is "the extent to
which jobs originally filled by expatriates are filled by local employees competent
to perform the job” (Selmer 2004).
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2.2 Localisation Background

Localisation literature provides the basis for this study. But, the view of the
academics (Selmer 2004; Hailey 1996; Kobrin 1998; Scullion 1991) whether
total Localisation of a parent company’s local business is a key for success for
any MNC is not at the forefront of this particular study. The intent of the
researcher is to understand the drivers to localisation and the barriers
preventing an oil and gas services contractor setting up a local subsidiary in a

new country, and in particular in a developing country.

The researcher, in his own role as a senior director of a services company and
with fifteen (15) years in the international environment, believes most good
MNCs implement localisation with a certain degree of success. The researcher
includes ‘Oilco’ in this group of MNCs who boast incorporation, partial in some
cases, of all points in their current HR practices in their local business units.
Other academics (Fryxell et al. 2004; Selmer 2004; Law et al. 2004) support
Potter’'s (1989) theme, advocating that certain conditions such as planning,
willingness of expatriates to train, selection and recruitment, lead to successful

localisation.

The majority of the Localisation literature, empirical studies, and factors leading
to successful Localisation, in this field to date has focused on localisation of
senior management positions in the Peoples Republic of China (Law et al. 2009;
Fryxell et al. 2004; Wong & Law 1999; Itagaki 2009; Selmer 2004; Gamble
2000) and Gulf Economies (Forstenlechner 2010; Dosary & Rahman 2005; Rees
et al. 2007). However, there is some literature spreading to the Americas
(Kobrin 1988) and Papua New Guinea (Bhanugopan & Fish 2007).

All of these studies of course add to the emerging literature on managerial
localisation in general but no literature has been found which is specific to
localisation of high performing engineering or management positions in the oil
and gas energy sector. However, the researcher argues that the general themes
that have emerged from academia (Law et al. 2004 and 2009; Fryxell et al.
2004; Selmer 2004; Hope and Hailey 1995) research to date, such as parent
company support, trust relationship between expatriate and local managers,

willingness of expatriates to train, top management commitment, and
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localisation HR practices in the local firm, can be more or less applied to less
high-value jobs. Indeed Potter (1989) makes no real distinction in his
experience, qualifications, ability and attributes (EQAA) model between any

levels of employee.

Almost every publication on the topic of ‘expatriate adjustment’ defines and
measures ‘expatriate failure’ as the percentage of expatriates returning home
before their assignment contract expires. There appears to be misquotations
between the various literatures, due to the very limited number of solid
empirical studies, indeed Harzing (1995) suggests refraining from any exact
figures on expatriate failure rates. However, enough evidence is found to
suggest that the expatriate failure rate has fluctuated between 25 and 40
percent (Henry 1965; Misa and Fabricatore 1979; Tung 1981), with the average
cost of failure to the parent company ranging between $55,000 and $85,000 (at
time of writing) depending on location of assignment (Misa and Fabricatore
1979).

Indeed this older but valid reference is an example of high cost exposure which
may drive an MNC to localise expatriate positions as soon as possible. However,
this comes at further risk to a local subsidiary and parent company that may fail
to deliver the quality and performance required in line with the company’s core
values or indeed operational objectives. This is supported by the work of Potter
(1989) who addressed effective localisation of the workforce and transferring
technology in developing countries, and provided an interesting quotation which

is arguably still very valid today.

"A key problem facing many multinationals and local organisations in the Third World countries is how
to balance the two goals of high quality and nationalised workforce”

A balance has to be found between cost, quality, and performance. The level of
local content applied has an influence over delivery of a company’s business
objectives and as such it is of extreme importance that senior managers
understand all drivers to localise, and why, and weigh these up against
perceived localisation barriers and the cost to overcome these barriers

successfully, in an attempt to localise a local subsidiary in a new country.
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Hailey (1993) stated that most researchers in this area have concentrated on,
for example, the efforts of Japanese MNCs to localise their management staff in
US or Europe, or the implications of replacing expatriate managers. Researchers
at this time rarely concerned themselves with the dynamics of localisation, the
pressures to localise, the operational and financial implications, the difficulties of
localizing management in developing countries, or the potential conflict of
interest or cross-cultural dilemmas faced by local managers. It is argued by the
researcher that a thorough understanding of all these issues is required by
senior managers and executives of a parent company, if she is to succeed in
entering new countries and developing a successful business and achieve

operational excellence in the process.

2.2.1 Company Performance vs. Localisation

Any literature themes, which relate to how performance is affected on a
continuum scale of localisation and in particular those MNCs that have chosen to
develop their business in a developing country, or an area of environmental
uncertainty, is directly valid to the this particular study given that the ‘'Oilco’ is
developing new business in many countries where oil and gas reserves are still

abundant.

Company performance in the context of this research is defined as the effort
expended, with an optimum local content, to achieve the quality of product
required by a client to ensure the safety and integrity of their oil and gas assets,
safety of the human resources, and with no harm to the environment, at a cost

which can match the other engineering contractors or competitors.

Hailey (1998), one of the key writers in the localisation field, and publisher in
International HRM, claims a dearth of knowledge in this area. However, Lam et
al. (2008) partly fills a gap in this area of research, albeit in the context of the
PRC again, and interestingly examines staff localisation versus performance at
different levels of localisation. They claim expatriates and local staff represent
two complimentary resources critical to a success. Indeed Hailey (1998) exposed
this current recurring theme of trust and harmony amongst expats and local
staff as being a contributor to success and cementing the argument of Hope &
Hailey (1995) who state the real issue facing MNEs is not about the availability

of management skills but more a matter of trust. The researcher supports the
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belief that if a company can afford expats then they can afford to train locals and
build this trust. Law et al. (2010) who conducted an exhaustive empirical study
in China and concluded localisation related management practices contribute to
the success of localisation, which in turn has a positive effect on a firm’s
performance. Finally, Lam et al. (2010) measured successful staff localisation in
parallel with environmental uncertainty and concluded that the negative effect of
an increase in localisation beyond an optimal point is expected to be stronger

under the condition of high environmental uncertainty.
2.3 Existing Academic Models

A summary of relevant and existing academic models is felt relevant prior to the
extended commentary and detail that follows pertaining to the perceived drivers
and barriers to localisation. Table 2.1 has been generated by the researcher to
summarise key factors related to each of the academic’s works and provides the
year and country in which they originated. The intent here is not to look for
arguments through cross-fertilization of the models as they all contain some
relevance to this work and indeed to the success of localisation of a business
unit. However, the summary exposes the diversity of thoughts in this area and
does not really lend itself in providing a composite suite of interpretive factors
that would arguably help senior managers of a business to gather a holistic view
of the key factors that should be addressed in an operational strategy or indeed
at the strategic decision making stage of whether a parent company should set-
up subsidiary business in a new country. A holistic framework of factors would
arguably help senior managers of a fast-track industry such as the oil and gas

sector to quickly set their strategy in this respect.

The models developed to date drawn upon research across China, PNG, UAE and
Saudi Arabia and in some cases present a generalistic context to localisation and
it can be argued that these models could be applied to other countries. However,
there is no study presented in the context of the oil and gas industry although in
the case of Bhanugopan & Fish (2007) and Fayol-Song (2011) there is valid
research pertaining to the private industry and how collaboration is important
between the government and private sector to achieve the localisation targets

imposed.
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A detailed review of these models reveals common themes as you might expect
and it is interesting to note that many of them are analysed in the perspective of
a Human Resource function (Potter 1989; Wong et al. 1999; Bhanugopan & Fish
2007; Randeree 2009; Fayol-Song 2011) and as such describe a need for
training and development and the influential aspects of expatriates. Wong et al.
(1999) goes on to consider a three stage process that starts with planning and
states the organisational or host country factors are important antecedents in
the process. This is supported through the work of Randeree (2009) who
consider the organizational factors to be important but described another three
stage process this time labelled: (1) career development; (2) knowledge transfer
skills; (3) recognition of high performing individuals in an organisation. Indeed
other academics including Bhanugopan & Fish (2007) describe other HR staged

processes using another terminology.

The researcher recognises that these models are interrelated and might be
better grouped and identified with a common terminology to assist current and
future senior managers to benefit from a sieved process. This is addressed
further through this work which ultimately draws localisation drivers and barrier
themes from these models and a more abundant literature review spanning the

last four decades.
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Table 2.1: Relevant Academic Models & Factors to Successful Localisation

Year Country Author Key Factors

e Develops an Experience, Qualifications,
Ability, Attributes (EQAA) Model

e Focus is on transferring technology in
developing countries

1989 General Potter, C e Puts forward three considerations for
effective localisation: (1) nature of
organisation; (2) capabilities of the
individual; (3) capacity of organisation to
train particular skills

e Develops a practical model for localisation of
Human Resources

e Considers a three stage process: (1)
planning; (2) localizing; (3) consolidating

e Concludes some organizational and host
country factors are important

e Analysed in perspective of HR Function

e Develops a Future Localisation Model

e Results show effective localisation should
focus on: (1) areas in which an expatriate
can provide value; (2) assess the value
generated by an expatriate; (3) training and
development of local staff

¢ Model depicts a series of expatriation
programmes, culminating in localisation

e Depicts a collaboration between the private
sector, government is necessary for
successful localisation

Saudi Sadi, M. A ¢ Develops a simple research model to

Arabia Al-Buraey, M.A measure success of Saudization

e Develops a generic model for organisational
implementation of a HRD for Emiritization

e Depicts three key areas; (1) career
development; (2) knowledge transfer skills
from expat to national; (3) recognition of
high performing individuals in the
organisation

e Concludes some organizational and host
country factors are important

e Analysed in perspective of HR Function

e Developed a graphical model depicting
regression of performance on degree of
localisation and environment uncertainty

e Develops a model to depict reason for
management localisation and their impact

e Depicts the following reasons for localisation:
(1) cost reductions; (2) replacing the lack of
expatriates; (3) recourse to local
competencies; (4) good relations with
government; (5) developing and retention of
local talent

Wong, Chi-Sum

1999 China Law, K.S

Papua New | Bhanugopan, R

2007 Guinea Fish, A

2009

2009 UAE Randeree, K

Lam, S.S.K

2010 China Yeung, J.C.K

2011 China Fayol-Song, L

Source: Original
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It is not the intention at this point to describe these models which are
referenced, where required, as the reader navigates through the literature
review section of this work. This summary in Table 2.1 has been provided to
expose diversity in the thinking behind the localisation phenomenon and
although all relevant, there is arguably a need to gather from numerous articles,
filter, organise, and identify relevant themes in a format that is more simpler to
digest for day-to-day senior managers. These managers are under real pressure
to make decisions more quickly in a dynamic and fast-track oil and gas industry.
No single paper has been found that addresses both the localisation drivers and
barriers in a comprehensive and easy-to-understand format that could alleviate
the frustration bourne by senior managers of private sector organisations such

as the oil and gas sector.
2.4 Motivation for Localisation (Drivers)

The researcher intends to build on previous research by comparing or
contrasting academics views and providing a view of his own previous studies in
cultural interaction, cultural novelty, ethnocentrism, and expatriate adjustment,
and of course through experienced observation over two (2) decades of business
delivery in-country. In doing so he focuses on the gathering of themes
(localisation drivers and barriers) that emerge from a selected literature stream
up to the point of saturation (thematic duplication) where the researcher
stopped the review purposely due to a DBA committed timeline and the
confidence that further reviews would expose similar themes. Firstly, localisation
drivers are discussed in this chapter and these are followed by a discussion on

perceived localisation barriers in section 2.5.

The context of this research requires a review that extends back a few decades
in order that a saturation point is reached whereby all localisation drivers and

barriers are exposed which is a key objective of this study to move forward.

An exhaustive review of the literature in this area (indirectly in some cases)
exposes a number of drivers which may influence a parent company to localise a
subsidiary or entity. The researcher provides a critical review during the process
and has drawn out his own perception of the drivers due to the dearth of

research in particular relation to localisation drivers. The researcher lists these
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perceived drivers in Table 2.2 in order of perceived influence and this (influence)
is measured by the number of studies that considered each as a driver to

localise. This table provides a useful basis for the discussion that follows.

Table 2.2: Localisation Drivers

Localisation Driver Studies Theme

Technical Development 24 Driver
Local Content Policies 20 Driver
Corporate Strategy 15 Driver
Cultural Alignment 13 Driver
Cost Reduction 6 Driver
Local Market Knowledge 1 Driver

Source: Original

More than half of the academic journal articles reviewed indicates that ‘Technical
Development’ and ‘Local Content Policies’ are key drivers to localise a business
in a particular country. The current stream of research in the Middle East, in
particular relation to the argument whether the Gulf Corporation Council (GCC)
localisation policy is successful or otherwise, draws a lot of interest in this
regard. Al-Waqfi and Forstenlechner (2014) describe lack of clear, reasonable,
and enforceable Emiritization targets as hindering the localisation process which
clearly points to a government driving localisation through technical
development of locals and compliance to local content policies; as such this
should be a clear driver for any company wishing to enter this market. Indeed it
may be argued that technical development and local content policies go hand-in-
hand and this is represented in the summary table and number of times both
technical development and local content policies are exposed. Evidence to
support these as key drivers is found by other academics from research in the
Middle East (Forstenlechner et al. 2012; Swailles et al. 2011; Randeree 2009;
Forstenlechner 2009; Al-Hamadi et al. 2007; Al-Lamki 2005; Al-Dosary et al.
2005; Madhi & Barrientos 2003; Al-Lamki 1998).
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Although these papers in some cases describe unique barriers, which are
discussed later, they all link back to technical development through a drive to
implement local content policies which are driven by the government of a

country in which a business operates.

Many academics cite Potter (1989) and his definition of localisation. His paper
puts forward a 10-point plan for localisation and this is developed around
technical development of the local workforce. This paper is more general which
implies it can be considered in a number of countries and different industries.
However, this paper is considered too general and not an empirical study and

arguably needs further substantiation in this particular study.

Fayol-Song (2011) presented a model of reasons for management localisation

which has five criteria which is depicted in Figure 2.1.

Figure 2.1: Reasons for Management Localisation
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Source: Fayol-Song (2011)
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It can be seen from this model that synergy exists with Table 2.2 in which the
researcher has attempted to structure appropriate headings to represent
consistent homes for all the themes gathered across a number of academic
writings. For example, ‘recourse to local competencies’ is covered under ‘cultural
alignment’ with the rest arguably, having self-explanatory headings in Table 2.2.
This critical re-structure assists the reader and provides a coherency across a
number of different academics where similar themes are exposed. The
researcher argues whether ‘replacing lack of expatriates’ is really a driver in the
context of his own work given that the oil and gas industry is truly global and an
abundance of expatriates exist and further argues that a lack of expats to
transfer knowledge from the parent company in the first case would make the
decision to enter a new country rather secondary, and challenges whether this is
indeed a localisation driver. However, there is a strong relationship with
‘technical development’ and ‘local content policies’” which are appreciated by

local managers and have both short and long-term benefits for companies.

Previous research by Cohen (1992) highlighted technical development and local
content policies to be at the forefront of local capacity building in Kenya where
Kenya’s Ministry of Planning and National Development (MPND) had made large
investments in national universities and overseas graduate training programmes
but the number of experts were still not declining. It can be argued however,
that Kenya accepts foreign aid and this sometimes skews the influence that a

local content policy may have on a private company.

The research carried out by a leading writer in this field, John Hailey, can lead
one to indirectly link this to technical development as a driver given that it deals
with the knowledge transfer relationship between expatriate and local resources.
The researcher perceives such ethical considerations and relationships between
these parties (Hailey 1993; Hailey 1996; Hailey & Harry 1998; Hailey 1998) as

significant contributors to localisation success.

Similarly, this theme is evident in a stream of research in China where Selmer
(2004) exposed technical development as the key concept to drive localisation,
this time through an expat’s willingness to train and the enthusiasm that

surrounds his or hers impending redundancy.
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These barriers are discussed in section 2.5. Selmer’s (2004) paper “Corporate
Policies Motivating Expatriates to Localise in China” extends this work providing
compelling evidence that local content policies are a real driver for any parent
company in localising a subsidiary in China. As you would expect there are
parallel themes with regard to an expatriate working themselves out of a job

which will be considered further as a barrier in section 2.5.

Vance & Ring (1994) in supporting technical development as a driver, approach
this from a host country worker perspective whereas most other academics
consider the expatriate as the driving forces in knowledge transfer. There are
clearly two sides to consider given the evidence in this paper which is concluded

in a global context and advocates this to be relevant in a multi-industry context.

Law et al. (2004) considers the resource-based view of firms treating human
resources as a competitive advantage; this is true of ‘Oilco’ in this particular
research where human resources are the only assets of the organisation. The
researcher considers this to be indirectly related to the compliance to local
content policies and perhaps technical development as the localisation drivers for
setting up a new entity in China. There is empirical evidence in this particular
paper that MNCs have to decide how important their human resources in their

operation are.

It could be argued that technical development of local resources would lead to
successful localisation and realise cost reductions generally although there is
evidence in some of the Middle East countries that the public sector and
governmental jobs pay a higher compensation to local employees than expats
than that of the private sector. However, this is not the case in the oil and gas
industry which repeatedly compensates to a much higher level than other

private industries.

From evidence during the literature review, a much smaller percentage of
studies exposed ‘'Cost Reduction’ as a key driver to localise. In China, Fayol-
Song (2011) produced empirical evidence to conclude that one reason to localise
is to reduce management cost. This work supports earlier findings by Lam et al.
(2004) who discussed three corporate forces responsible for encouraging

companies to localise; regulatory, normative, and cognitive with the latter
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representing the conception of players as to what they are and what type of
action might be meaningful to them in a given situation. Managers believe that
localisation creates genuine benefits, with reduced expatriation costs being one

of them.

Rees et al. (2007) during his research work in the UAE refers to africanization
policies widely and why these have been enacted and prominent within these is
the stance that it is more economical to maintain indigenous staff than
expatriate staff. It is not in the scope of this work to discuss all nationalization
policies around the world but merely to identify that policy is a key driver to

localisation as described earlier.

In the global context, Hauser (2003) states that the primary reason most
companies move to localisation is the cost savings. She used Cendant Mobility
Consulting practice global data stating more than half of the companies listed
cost maintenance as the primary benefit of localisation. This is surprising when
compared to the literature review carried out by the researcher when around
10% of the studies exposed cost reduction as a key driver to localise. None of
the previous research mentions the oil and gas industry and its competitiveness
and desire to reduce costs. Additionally, the researcher notes that more recent

publications do not mention cost reduction as a primary driver to localise.

‘Corporate Strategy’ as a localisation driver is exposed as a recurring theme
throughout the literature review where the parent company takes the time to

understand and develop an operational strategy to localise a subsidiary.

It can be argued that corporate strategy can include a number of criteria and the
researcher, through the detailed literature review, makes an attempt to roll up
the underpinning sub-themes into this category before summarising some

academic thoughts views below.

Law et al. (2009) produced the first study that found a significant relationship
between localisation success and top management ratings of company
performance. They state that the ultimate goal of an MNE is to gain competitive
advantage and to reap high performance outcomes and used the resource-based
view (RBV) approach. RBV suggests that MNEs would choose to localise to gain
valuable social resources for competition through local managerial positions. The
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paper concluded that parent companies must be willing to provide more
resources to the local subsidiary and to provide a higher degree of autonomy to
the local managers and in return the local managers must commit to localisation
as well. All of which would have to be transformed in localisation-related HRM
practices and form part of a parent company’s corporate strategy from the

outset.

Fryxell et al. (2004) is supported in this respect and although not using the
resource-based view they conclude that greater effectiveness of the local
managers is required and that it appeared localisation can be important to
strategy implementation and should be considered much earlier in the decision
making process and arguably, the researcher feels, introduced into an approved

corporate strategy prior to making the decision to enter a new country.

Both these studies were conducted in China and arguably they extend the earlier
work of Wong & Law (1999) who, in addition to the cost reduction objectives of
an MNC, stated that local employees have more connections in the local
environment and as such it is easier for them to build local relationships in
country and will boost the morale of the Chinese manager. This draws parallels
with the more recent literature in China validating that planning a corporate
strategy is important aspect and a key driver to localise. Indeed Wong and Law
(1999) developed a practical model for localisation of human resources and

corporate strategy is a key feature of stage 1 - planning.

Selmer (2003 and 2004) supports the work of Wong & Law (1999) and
concludes local managers would probably be more suited to build critical
relationships among lower levels of the company and government hierarchies. In
addition, staff localisation may improve the confidence of Chinese managers
since they offer opportunities for growth and career prospects and may enhance
the morale of the locals. Hauser (2003) in her work from a global perspective
supports the work carried out in China stating that companies look to localisation
to improve equity amongst peers in the country and integration with local
culture from a business perspective is of extreme importance. The researcher
argues this will be more effective with local resources in the top management

roles.
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The selected literature review found that around 10% of the academic studies
(Fayol-Song 2011; Randeree 2009; Lam et al. 2008; Al-Hamadi et al. 2007;
Rees et al. 2007; Bhanugopan & Fish 2007; Yu 2005; Law et al. 2004; Hauser
2003; Selmer 2003; Lam et al. 2004; Hailey 1993; Hailey 1996) considered
‘Cultural Alignment’ as a driver for an MNC to localise, although the researcher
argues that this could related to the discussion around corporate strategy in
previous paragraphs. However, it does offer up additional cross-country support
to the previous research carried out in China, that local managers would
probably be more suited to build critical relationships among lower levels of the
company and government hierarchies due to the alignment of cultural values
between each stakeholder in the relevant country in which a subsidiary of a

parent company is operating.
2.4.1 Summary

It was difficult to find a single paper that adequately gave a holistic view of why
parent companies choose to localise a subsidiary. The researcher accepts this
and finds it understandable given that every company will have its own reasons
or motives for entering a new country and market and setting up a new entity.
However, given the current climate and drive for globalisation it is important for

all senior managers to know what drives businesses to localise.

This literature review attempts to gather all the drivers from various journals. In
some cases they are not as easy to identify, but through interpretation, the
researcher managed to gather these perceived drivers and categorise them to
make it easy for the reader to understand and in doing so use these, and
localisation barriers exposed in section 2.5, as input to a conceptual framework

that can be validated or further refined from primary research interviews.

The knowledge drawn from the secondary research or literature review is
gathered from a number of different countries, and also includes a global
perspective. However, the researcher argues that the localisation drivers
exposed through this review are in large, neither an empirical view, nor have
they been used as a primary means of gathering further primary data during the
research. A couple of exceptions are noted. Firstly, Hauser (2003) who used

data from Cendant Mobility’s Consulting Practice to validate that half of the
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companies from this survey indicated that cost reduction was the main reason
for localising a subsidiary. And secondly Fayol-Song (2011) carried out an
empirical study and gathered data from interviews from twelve French
companies operating in China. All these companies had operated in China for at
least five years and started to localise their management positions. Everyone
interviewed held a senior position. Interestingly, these two papers fed back cost
reduction as a key driver to localisation, where the majority of other literature

did not see this as a main driver to localise.

No literature was found which is specific to the oil and gas sector or close to the
context of this particular study; the literature found is generally associated with
the localisation of managerial positions and again, generally, the literature
crosses boundaries between public and private sectors covering a number of
different industries. This can be considered an advantage in the context of this
thesis as it provides a thorough basis for a conceptual framework for the

researcher to take forward and apply in the context required for this work.

From this discussion, the literature review concludes the following drivers in

Figure 2.2 as an input to a conceptual framework.

Figure 2.2: Summary of Localisation Drivers

Localisation Drivers

Local Content Policies
Cost Reduction
Technical Development
Corporate Strategy
Cultural Alignment
Local Market Knowledge

Source: Original
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2.5 Barriers to Localisation

The literature review carried out across the selected and Peer reviewed academic
journals validates the need for some order to be introduced that allows senior
managers in any business to understand, from a holistic view, what barriers can
exist to localisation, and what needs to be considered in a business strategy
prior to any decision to enter into a new country or indeed decision to set up a

new subsidiary.

Over twenty (20) perceived sub-themes or barriers to localisation were identified
during the review. The researcher developed main themes to gather the
underpinning localisation barriers. This provides a more structured approach to
the discussion that follows. The Localisation Literature Review Summary
spreadsheet identifies all these individual sub-themes and this spreadsheet is

included as an Appendix 5 to the thesis.

These main themes have been selected by the researcher through his own
knowledge as a senior manager in the oil and gas industry and as an
experienced observer whilst on location in a number of different countries where

'Oilco’ has set up local subsidiaries of their operations.
The main themes generated by the researcher include the following.
e In-Country Knowledge
e Governmental
e Local Content
e Strategic Behaviour

For consistency, a similar approach is taken as described in section 2.4 where

the researcher lists these exposed perceived barriers to localisation in Table 2.3.

This table provides a useful basis for the discussion that follows.
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Table 2.3: Localisation Barriers and Themes

Barrier to Localisation Studies Theme
Expatriates Attitudes or Behaviours 11 In-Country Knowledge
Local Labour Market 10 In-Country Knowledge
Private Sector - Lack of Awareness 9 In-Country Knowledge
Regulations & Attitudes of Government 13 Governmental
Foreign Aid Policies 1 Governmental
Legal Framework 1 Governmental
Experience & Qualifications of Locals 9 Local Content
Locals Attitudes 9 Local Content
Cultural Values 9 Local Content
Local Subsidiary Responsiveness or Commitment 8 Local Content
Quality of University Degree 8 Local Content
Poaching of Resources 1 Local Content

HQ Strategic Management (Commitment) 12 Strategic Behaviour
Quality of HR Training Programmes 12 Strategic Behaviour
Salary & Benefits 10 Strategic Behaviour
Local Content Planning 8 Strategic Behaviour
Recruitment & Selection 8 Strategic Behaviour
Successful Implementation of Strategies 6 Strategic Behaviour
Quality of Services & Performance 5 Strategic Behaviour
Organisational Characteristics 3 Strategic Behaviour
Expatriate itinerants 1 Strategic Behaviour

Source: Original
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2.5.1 In-Country Knowledge

Three sub-themes have been exposed from the review that is considered to be
attributed to the human resource behaviour, market knowledge, or indeed
awareness of the parent company organisation in a country where a parent
company may consider investing by way of a new local subsidiary. The
researcher has intentionally not included a local’s attitude under this theme and
includes this under the local content theme, due to its importance which is

discussed in section 2.5.3.

From Table 2.3, it is found that this theme attracted the highest interest in
regard to the ‘expatriates attitudes or behaviours’ whilst on location in a

particular country.

2.5.1.1 Expatriates Attitudes and Behaviours

A key problem facing many MNCs and local organisations in developing countries
is how to balance the two goals of high quality and a localised workforce. Potter
(1989) is often cited by other academics and is one of a few academics who
present a plan for localisation based on his identified obstacles to localisation,
one of these being an expatriate’s attitude who, (1) can assume that their own
extended training is essential to perform the job and that, (2) they have a
financial vested interest in maintaining local dependency on them. However,
Kobrin (1988) argued that at least a core of expatriate managers are necessary
to identify with the corporate objectives of a parent company. The researcher
can understand the need for the latter and perhaps being able to manage the
expectations of both the parent company and that of the expatriate through a
sound operational strategy may be reasonable compromise should it be clear

expatriates are really needed.

Hailey (1998), a leading writer in the field, purports attitude and respect by way
of contradictory values and the apparent lack of trust between expatriates and
locals were further aggravated by the attitude of expatriates. Nearly two-thirds
of locals interviewed in his research concluded that expatriates were patronizing
and acted in a colonial manner. Indeed Hailey (1996) through research by
International Development Centre at Cranfield School of Management,

undertaken in Singapore and Malaysia suggested that traditional respect shown
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by local staff towards expats was waning. The study went on to say that few
respondents (locals) agreed with the company’s suggestion that expatriates were
needed to supply skills of management expertise; one respondent commented:

“Most expatriates learn on the job, and the locals end up teaching them”.

Although this research is dated, the researcher through his own experience can
find support to both these arguments and it remains a current debate as to
whether expatriates are really required in a particular industry and whether there

are better ways in which to interact.

Randeree (2009) describes a gradual replacement of expatriates with nationals
through greater private sector employment of nationals is presenting dual
problems, (1) private sector employers have negative perceptions of nationals
being less productive that expats and there is an unwillingness to employ them
and, (2) Emirati nationals are legislated to higher salaries than expats for the
same work. The researcher argues that the latter may be true in the UAE but in
the context of oil and gas it is somewhat skewed and will be further discussed

later in the thesis.

Selmer (2004) supports Potter (1989) through research in China and states to
work oneself out of a job is not normal practice in the business world and
expatriates may be less enthusiastic about such a prospect. This work was
relevant to subsidiaries operating in China and provides empirical evidence, via
questionnaires directed to western businesses operating in China, that support
claims that some corporate policies may be effective in motivating incumbent

expatriates to promote and contribute to the localisation process.

This study has not been replicated in any other country although the researcher
can understand that employing expatriates that understand their requirement in
a mentoring capacity to locals before taking on the assignment may in some way
extinguish the arrogance perceived by some academics and encourages more
interaction between locals and expatriates in achieving successful delivery of a

subsidiaries goals.
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2.5.1.2 Local Labour Market

The researcher found little research that addressed the local labour market
intelligence as a barrier to localisation although experience (from knowledge of
strategic planning in 'Oilco’” and other conference seminars in the oil and gas
industry) suggests that this is a pre-requisite requirement before setting up a
subsidiary in a new country. It can be argued that ‘private sector attractiveness’
has a direct association with this factor. The researcher prefers to isolate this
discussion in paragraph 2.5.1.3 to recognise the work carried out by academics

in this area.

However, Lam and Yeung (2010) provided a scarce but relevant insight to staff
localisation and environmental uncertainty on firm performance in China. This
study found that in an environment with high uncertainty, an increase in staff
localisation among organizations having lower degrees of localisation was
associated with better organisation performance. They go on to state that
organisations operating in an uncertain environment also need to pay closer
attention to its degree of localisation. Although this work originated in Asia, it is
perhaps relevant to the researcher’'s own work in as much it argues that a
thorough understanding of a local market, especially in developing countries is
crucial to the set-up and operation of local subsidiaries. The perceived dearth of
literature is this area will be subject to further critical analysis during primary

data analysis and discussion in Chapter 4.

2.5.1.3 Private Sector Lack of Awareness

There is a stream of recent research (Al-Waqgfi & Forstenlechner 2014;
Forstenlechner et al. 2012; Toledo 2011; Swailles et al. 2011; Randeree 2009;
Sadi et al. 2009; Muysken & Nour 2006; Al-Lamki 2005; Al-Dosary et al. 2005)
conducted in the Middle East which concludes that lack of knowledge of the
private sector is impeding localisation targets set by the government. Nationals
in the Middle East appear to prefer employment in the public sector for a number
of reasons (wage differentials, attractive working patterns, and perks) and this
can be in same way attributed to their lack of awareness of the private sector

industry.
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Al-Waqfi & Forstenlechner (2014) argue that focused programmes of experiential
learning and awareness-building initiatives at various stages of the HR
development process would be necessary to create the right set of work skills
and competencies. This could provide individuals with a better knowledge of what
is required in the private sector.

Randeree (2009), through research within the UAE examined Emiritization with a
view to evaluating the success of a policy as well as its shortcomings to this point
in time. The paper draws light on principles which may direct the strategy for
Human Resource management (HRM) in this context. The researcher was drawn

to the academic’s model reproduced in Figure 2.3.

Figure 2.3: Integration of HRD for Emiritization with External Bodies

Ministry of
Labour

Advi
dvisory Universities
Groups
HR Division
Data
Collection Training
Centre Institutes

Source: Randeree (2009)

This research was applicable to both public and private sector but emphasises
the role of the government, institute, advisory groups and the private/public
sector organisations and the central role of HRD to ensure that the mismatch of
qualifications and the required knowledge of the private sector industry is
addressed by all stakeholders and ensure that locals are given a fair chance to

take up employment within the private sector industry. The researcher
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recognises that the majority of the academia originates fairly recently from
within the Middle East, although Bhanugopan & Fish (2007) address a similar
theme in PNG, however, evidence from the researcher’s recent talk at the
engineering innovation conference in Almaty, Kazakhstan provides evidence that

this ‘private sector attractiveness’ issue extends more globally.

Swailles (2011) suggests a call for greater attention to the realm of young
Omanis and to their concerns about their readiness for working life. This
validates the work of other academics in this area but takes a different line
suggesting that the work ethic of Omanis makes them unsuited to private sector
employment due to the social contract conditions which are different to those of

the public sector.

In the context of this study (Oil & Gas industry), the researcher considers private
sector attractiveness a key barrier to overcome and although the literature is
mainly written in the context of the Middle East, it would appear relevant to
many, if not all, of the developing countries. This is subject to further research in
this thesis although in doing so the researcher considers that this factor sits

better as an underpin to the local labour market sub-theme.

2.5.1.4 Summary

From the literature review, Figure 2.4 concludes the following in-Country

Knowledge barriers to localisation as an input to a conceptual framework.

Figure 2.4: In-Country Knowledge Barriers to Localisation

A - In Country Knowledge

e Local Labour Market

e Expatriate Attitudes/Failure

e Private Sector - Lack of
Knowledge

Source: Original
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2.5.2 Governmental

Three sub-themes have been exposed from the review that is considered to be
attributed to influence that a local government can have on a relatively

immature, or indeed, new entity in a particular country.

From Table 2.3 it is found that ‘regulations & attitudes’ of the government
attracted an overwhelming interest of any of the perceived barriers to

localisation.

2.5.2.1 Regulations & Attitudes

Fayol-Song (2011) presented a model of reasons for management localisation
which has five criteria one of which being ‘maintenance of good relations with
local government’. The model was described earlier and the researcher declared
that governmental factors are a driver to localise in a particular country.
However, from the evidence drawn from the literature review it is apparent that
the government can act as a barrier to localisation in some instances and

government regulations and attitudes merit further discussion.

There is overwhelming support that the Middle Eastern countries are not
achieving the levels of localisation mandated by the local governments and in
some cases the policy is just not working in the private sector (Sadi et al. 2009)
where they state the policy is being implemented through force rather than
through reasoning and persuasion. The study used a structured and self-
administered questionnaire distributed among 300 executives in the service
sector in the Eastern Province of Saudi Arabia who overwhelmingly rejected the
idea of forcefully implementing the policy. However, Forstenlechner et al. (2012)
claimed, through their work in the UAE, that top-down policies are imposed too
arbitrarily. There appears to be some fragmentation of thoughts in this respect

across the Middle East.

The researcher considers that the view of Forstenlechner et al. (2012) in clearly
legislating that companies with ‘active’ rather than ‘passive’ nationalisation
strategies will win more government work seems a reasonable position to adopt
but further argues that this is depending in which industry a business is

operating. However, it may be fair to assume that ‘active’ local content

37



‘planners’ may have the edge when it comes to good reputation or collaboration

with the local government.

Government collaboration is a consistent theme in Middle East and there is

supporting evidence within the literature stream in China (Fayol-Song, 2011).

Randeree (2009) states:

"Employing nationals in the private sector is a joint venture between three groups,; the government, the
private sector and the nationals themselves. A national employee must be prepared to enter the market
and the private sector has to provide a suitable environment for a career path. The role of the
government is to coordinate efforts in this regard”

Swalilles et al. (2011) supports previous work by other academics (Al-Lamki
1998; Al-Dosary & Rahman 2005; Al-Lamki 2005; Al-Hamadi et al. 2007) in
their research in Oman concluding that successful localisation requires an active
collaborative participation between government and the private organisations
and lack of collaboration is arguably leading to a skills mismatch between the
employability of graduates from the education system and the skills needed by

employers.

Bhanugopan & Fish (2007) conducted an exploratory investigation into obstacles
to localisation in a developing country; Papua New Guinea. Their conclusion
regarding governmental factors are congruent to those the academics returned
in the Middle East and China. They state, for localisation to effectively take root,
the government has to play a major role in ensuring that this notion becomes a
reality. They go on to state that the government has failed in performing its core
functions; monitoring and implementing its policies. Of immense importance is
the need for open dialogue between industry, education, and training institutions
in PNG.

Wong & Law (1999), during research in China, state that the localisation process
may be affected by organizational and contextual factors and categorises the
regulations and attitudes of the government under this light. The influence of the
government with respect to controlling the importation of expatriates, and the
justification from MNCs to the required numbers for knowledge transfer, are key
considerations in this area. It is argued by the researcher that the reputation a

MNC has with the government may draw bias towards these issues; the
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influence of the government cannot be underestimated in this respect, where
knowledge transfer to locals from expatriates, could be affected enormously if

expatriate quotas are not maintained.

2.5.2.2 Foreign Aid Policies

Cohen (1992), although an ageing reference, is arguably still valid in the context
of the developing countries and provides an important background to a potential
and future oil and gas market. The paper concluded that for some time to come

the Government of Kenya will be served by expatriate advisors.

“Whatever improvement the government makes in number and professional capacity of its staff, as long
as Kenya continues to accept foreign aid, and so long as there are sufficient grounds for donors to
distrust Kenya’s commitment to structural adjustment reforms and implementation capacity, it is going
to have two kinds of foreign advisors at the headquarter and filed levels”

"Notwithstanding ill-informed and increasing government insistence that sufficient numbers of trained
Kenyans exist to manage and staff projects, as long as donors continue to fund complex multi-sector
projects they are going to insist on such advisors to ensure effective project performance and inter-
Ministerial coordination”

The researcher argues that a balance is necessary between, (1) the influence the
government imposed on the private sector companies and, (2) the effort a
private sector company makes to comply with its own core values and
government regulations in order that projects are successful in the long term and
local resources get the required level of training to develop this resource base in
relatively immature industries. For example, the oil and gas sectors in the
developing countries. It is further argued that the amount of foreign aid accepted
by a developing country should not dictate the speed of localisation in that

country.

2.5.2.3 Legal Framework

There was a single reference found during the review that exposed the legal
framework as a barrier to localisation and although it may be argued that this
could be classified under regulations, the researcher feels that it should be
treated separately to respect the conclusions of Al-Waqfi & Forstenlechner
(2014). During research in the UAE they found that the Emiritization policy in its
current level of implementation had a weakness through its lack of effective

regulatory and institutional tools and instruments to ensure achievement of

39



Emiritization targets. Respondents believe the current laws and regulations were
ineffective and considered the legal frameworks governing the employment of
citizens was ineffective and that there are more problematic issues such as skill
and competency levels, pay expectations, and commitment to work in a

competitive environment.

This work was isolated to UAE and a relatively small sample size therefore the
researcher is cautious in making a generalisation in this area and recognises that
laws and policies of legal frameworks vary greatly from one country to another.
The researcher further argues that the key issue in this respect is that a
company’s senior management needs to educate themselves in a particular
countries law and policies at the strategic planning stage and decide whether

they are going to pose significant barriers to the localisation of subsidiaries.

2.5.2.4 Summary

It is found that governmental factors can be considered both drivers and barriers
to successful localisation; there is sufficient evidence from the literature review,
and Tables 2.2 and 2.3, to justify this conclusion given that over half of the
academics from the selected literature declared governmental factors as a driver
and around a quarter of the studies declared these issues as a barrier to

successful localisation.

From the literature review, Figure 2.5 concludes the following Governmental

barriers to localisation as an input to a conceptual framework

Figure 2.5: Governmental Barriers to Localisation

B — Governmental
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Source: Original
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2.5.3 Local Content

Six sub-themes have been exposed from the literature review that is considered
to be attributed to the local content, or national workforce of a subsidiary or

entity of a parent organisation.

From Table 2.3 it is found that this theme attracted a balanced interest with
regard to five factors from six, where around a quarter of the academic studies
drew parallels: ‘experience and qualifications of locals’; ‘local’s attitudes’;
‘cultural values’; ‘local subsidiary responsiveness or commitment’; and the

‘quality of university degree’.

2.5.3.1 Experience & Quality of Qualifications

It emerged from the literature review, from Table 2.3, that around a quarter of
the academic studies consider a local employee’s experience and the quality of a
qualification important to successful localisation. As mentioned earlier in the
thesis, few things are more relevant to an organisation than profitability and
quality, with the latter being very much influenced by the quality of training and
the experience of an individual working towards this primary goal. In the oil and
gas industry, for example, senior technical positions are professional ones with
statutory training requirements, and poor performance may lead to compromised
safety to personnel working on, or indeed damage to the integrity of the oil and

gas assets, or the environment.

Potter (1989) in his article “Effective Localisation of the Workforce” is still
relevant today as companies strive continuously to set up local subsidiaries in
developing countries as part of their strategic localisation plans, and to become
truly global. This paper is well referenced by other academics today and he puts
forward three considerations for effective localisation; nature of the organisation,
capabilities of the individual, and capacity of the organisation to train particular

skills.

The capabilities of the individual in this case accounts for the experience of the
individual and the qualification obtained and of course their ability to carry out
the task required of him/her. These attributes could quickly lead to a barrier to

successful localisation should a company set their expectations too high with
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regard to skillset not matching the practical role to be carried out. For example,
the role may not necessarily require a Master’s degree if specialist technician skill

set is required; perhaps an HNC would be adequate.

The researcher argues that in some cases a company may be biased towards
expatriates for senior manager roles and be inclined to be over-onerous on
writing of job specifications for particular roles and this may lead to
complications with the Ministry of Labour who are actively encouraging roles to
be filled by local resources. This supports the work of Cohen (1992) who
concluded that expatriate advisors in Kenya would continue to be employed to
ensure effective project performance although used in a slightly different context
it is interpreted by the researcher to adopt a similar bias that required further

investigation.

Research in the Middle East (Madhi & Barrientos 2003; Al-Dosary & Rahman
2005; Al-Lamki 2005; Muysken & Nour 2006; Forstenlechner 2010; Randeree
2009; Swailles et al. 2011, AlI-Waqfi & Forstenlechner 2014) and PNG
(Bhanugopan & Fish 2007) drew a common theme with regard to experience and
quality of degree awarded and the impact of these factors in achieving successful
localisation. It is vital that senior managers of a business understand the level of
experience of prospective employees and of course the quality of education that
a graduate has received within a particular country in which a local subsidiary

may be set up.

Al-Lamki (2005), in his work in Oman, analysed data from the banking sector
which indicated an overwhelming achievement of 91% Omanization. The Central
Bank of Oman (CBO) played a pivotal role in this achievement and in particular
placed training and development of the Omani personnel at the top of their list.
This was carried out through a collaborative effort by the management of the
CBO and the banking sector. The paper concludes that the Omanization
milestone could not have been achieved without the collaboration, commitment,
and dedication of the management team of the banking sector. It is argued that
similar success stories can be achieved in private sectors provided that the
government committee works closely with the management of private sector
establishments, this includes the oil and gas services contractors in the context

of this particular study.
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Forstenlechner (2010) states that the schooling is weak in the UAE and the
quality of the degree is not to the desired standard. There is a lack of career
development plans and gaps between education requirements and reality. This
work supports previous research by Al-Dosary & Rahman (2005) who stated that
strengthening education and vocational training rather than relying on quota
systems would aid the achievement of localisation targets. Al-Waqfi (2014)
extends this research concluding that there are inadequate work skills for the
private sector and deficiencies in the education system. On the counter side,
Madhi & Barrientos (2003) concluded that there was a generous provision of
training in Saudi Arabia and perhaps it is the attitudes of the Saudi themselves

that skew away from vocational training in favour of non-technical subjects.

There is compelling evidence of a mismatch between the skills required for the
private sector industries and the skillsets of the graduates from university.
Indeed Bhanugopan & Fish (2007) developed a future localisation model which
clearly identified training needs to bridge these gaps. The paper further
concludes the possibility of establishing relationships among educational and
professional institutions and the private sector to address labour market
requirements and develop skills among locals. Similar collaboration initiatives are
purported by a number of academics carrying out research in the Middle East
(Madhi & Barrientos 2003; Muysken & Nour 2006; Randeree 2009; Swailles et al.
2011).

The researcher recognises that research in this area (mainly Middle East) may be
isolated to this geographical area or may relate to other developing countries.
Indeed there may be similar themes drawn across particular industries (for
example, the oil and gas industry) and this will be subject to further investigation

during this particular thesis.
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2.5.3.2 Attitudes of Locals

The attitude of locals has an important bearing on knowledge transfer and the
development of the local employee. In the first instance they must buy into the
process and respect that they must take the time to absorb the knowledge of the
parent company organisation and secondly there must be respect between both
the expatriate mentor and the local employee. The attitude of the expatriate
mentor is of course key to success in this particular area and this was covered
adequately in section 2.5.1.1. Potter (1989) identifies three local’s attitudes
which may impede knowledge transfer and as such present barriers to successful

localisation:

e Watching experts make their performance look simple, and local staff
under-estimate the skills and experience being used;

e Cultural differences about the appropriateness of filling junior training
positions or ‘demeaning’ work;

e Impatience and ambition.

Hailey (1993) stated that pressure from local managers made it hard to resist
localisation of senior positions. They were becoming increasingly frustrated at
the way their careers were blocked by expatriates holding senior executive
positions, some of whom were young or inexperienced and relied heavily on
experience and contacts of local staff. He goes on to say that their frustration
was fuelled by their resentment at the perks and fringe benefits enjoyed by
expatriate staff. Hailey (1996) expands on this research but interestingly notes

that this resentment does not extend to technical specialists.

More recently the research carried out in the Middle East exposed a recurring
theme where the locals were perceived to prefer jobs in the public sector rather
than the private sector or white collar jobs to that of manual or technical
positions. Al-Waqfi et al. (2014) concluded wage differences or indeed a
commitment to work in a competitive environment encouraged locals to accept a

position in the public sector as preferred employment.
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Swailles et al. (2011) likened this to private sector attractiveness and the
conclusion that ‘locals’ did not really know enough about the private sector and
the conditions to encourage employment. They did not like the working hours or
split shifts inherent in the private sector industry and were sceptical of the
conditions the private sector offered (Swailles et al. 2011; Sadi & Buraey, 2009,
Madhi & Barrientos, 2003).

The researcher recognises that there is little research carried out in this area
with regard to a local’s attitudes and the impact of these on knowledge transfer
in a highly competitive environment which may influence the speed of
localisation in some highly technically competent positions. Indeed the earlier
research by Hailey (1996) is perhaps more relevant in this respect and there is a

need to expand this research during this particular study.

2.5.3.3 Poaching of Resources

An interesting paper by Cohen (1992) describes initiatives to retain local
employees in the public sector in Kenya. He stated that state corporations, donor
agencies, and private firms appear unwilling to stop poaching professionals which
results in additional advisors or gap-filling resources being introduced to the
public sector industry. Specific government training of graduates was introduced
for key economist’s roles and only a small percentage of the officers offered this

training had departed the scheme.

There is no literature found with regard to poaching of resources in the private
sector between competitors which would have particular relevance in this work.
It can be argued that poaching of resources in developing countries with an
already scarce experienced technical resource pool can have a damaging effect of
knowledge transfer or mentoring schemes which are not given adequate time to

embed before resources leave for higher salaries elsewhere.
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2.5.3.4 Cultural Values

In previous academic work, the researcher discussed the importance of a
country’s cultural novelty, or the home versus host cultural distance as measured
by five cultural dimensions (Hofstede 1980, 1984, 1994), in relation to the
degree of selection, training and adjustment required by both the home
expatriates and the host employees, For example, the greater the cultural
novelty then the greater the rigour of cross-cultural training is required. Hofstede
(1980) previously identified four dimensions along which managers in MNCs tend
to view cultural differences: power distance; individualism/collectivism;
uncertainty avoidance; and masculinity/femininity. Baliga & Jaeger (1984)
believe that when the cultural differences between a parent company and its
subsidiaries are getting large, there will be more uncertainties in decision making

and a significant negative effect on its subsidiaries performance.

Yu (2005) concluded in research carried out in Taiwan that business performance
was improved if cultural differences between a parent company and a subsidiary
is getting smaller. The researcher interprets this to mean the cultures of both the
expatriates and locals are more aligned in their decision making. Vance & Ring
(1994) earlier concluded that training of the host country worker (local) was as
important as pre-assignment training of an expatriate and this can be extended
to cultural adjustment training. The researcher argues that each culture (host
and home) must be understood by all the senior managers and key decision
makers in the company if the business is to prosper as a subsidiary in a new

country.

Wong & Law (1999) supports the view that the localisation process may also be
affected by some cultural values in the PRC. Specifically, failure to value
intellectual property rights among Chinese is hindering the localisation of some
MNCs. Such issues are simply not condoned by international companies and may
present real barriers to setting up subsidiaries in some countries thus, supporting
that an understanding of a country’s cultural values is paramount at the early

stages of planning and strategic decision making.
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Bhanugopan & Fish (2007) further extends the global research in this area
declaring culture in the Melanesian setting of PNG is yet another factor that has
been perceived to be an obstacle to localisation. They further declare that
cultural issues are many and varied and affect locals in their day-to-day life and
draw out the issues which relate to family related affairs which can affect career
paths and plans. They go on to support that a thorough understanding of cultural
pressures and how they are manifested will help locals better change any

inappropriate measures that are affecting business performance.

The literature stream in the Middle East exposed this common theme in more
than 20% of the literature reviewed. Al Hamadi et al. (2007) concluded that
many ethical issues have to be considered when it comes to selecting and
recruiting staff, these are related to equal pay, gender equality, and other
benefits. A study within six organisations (private and public) in the sultanate of
Oman was carried out in Sultan Qaboos University with a number of different
industries to examine the influence of national factors on HRM policies and
practices. Results showed that religion played an important part in the design
and implementation of these policies. Furthermore, tribal allegiances exert an

important influence on the success of the localisation process.

Forstenlechner (2010) conducted 25 interviews with HR Managers and Line
managers involved in Emiritization initiatives and extended the work of Rees et
al. (2007) who found management commitment to be a success factor of
localisation. Employee management was a key concern of half the interviewees
with both national and non-nationals citing catalogues of problems related to
work ethics and attitude (unwillingness to wait for promotions, constantly being
late for work, lack of discipline, and want shorter work hours, family influence for
example). Forstenlechner et al. (2012) and Al-Waqgfi & Forstenlechner (2014)
continue this theme around barriers to localisation with regard to social and
cultural values concluding that nationals find jobs in the private sector
unattractive and can afford to wait for a government job. Al-Waqgfi &
Forstenlechner (2014) go on to state that cultural norms might not be

compatible with what is needed for professional work in the private sector.
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The researcher argues that the research in Middle East, China and PNG above
can be expanded to any developing country on the work of Hofstede alone and
considers cultural norms and an understanding of these as crucial in the decision
making process and fundamental in deciding whether a subsidiary can succeed in

some countries.

2.5.3.5 Local Subsidiary Response/Commitment

It can be argued that the ongoing commitment to localisation of local managers
will lead to greater autonomy and result in a responsive local subsidiary in more
ways than just the successful localisation of the business. Indeed, Yu (2005)
identified three (3) clusters of MNC sub-groups from work carried out in Taiwan
and from the sample, concluded that an ‘active’ subsidiary was highly integrated
and had a high local responsiveness. This integration between parent and local
subsidiary management is perceived by the researcher to be conducive to
achieving collaborative localisation targets and is supported by other academics.
Sadi & Buraey (2009) developed a structured and self-administered
questionnaire which was distributed among 300 executives in the service sector
in the Eastern Province of Saudi Arabia which was designed to measure work
performance of their executives. They concluded that the perception of most
managers about the Saudization policy was clearly positive indicating Saudization
programs helps solve economic and social problems and ensures employment
opportunities overall. These conclusions in some way support the work of Yu
(2005) and Law et al. (2009) in as much as top management commitment (to
localisation programs) is positively related to localisation success and localisation
success can be linked back to a highly integrated parent/subsidiary business,

albeit evidential in a Chinese and Middle East context.

Law et al. (2009), leading writers in the localisation field, in their work to identify
the antecedents and consequences of localisation developed a hypothesis to test
whether top management commitment to localisation inside the local firm is
positively related to localisation success. They indicated that while a parent
company may provide support and encourage a local subsidiary to localise; this
does not necessarily mean that the local company was committed to localisation.
They found consistent support of this hypothesis from a total of 229

questionnaires collected from top managers working in international companies
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within China. They conclude that top management of the local company must be
willing to commit to localisation as well as accepting the provisional help from the
parent company. This paper does not consider the consequences should the
business drivers not be clear to local management. Furthermore the localisation
objectives measurement process may also be askew and commitment to deliver
localisation targets may take second place to financial performance in some

cases.

Rees et al. (2007) conducted a case study (Petroleum Company) and interviewed
12 senior managers with one objective being to gather their views about top
manager’'s commitment to Emiritization? A number of the respondents
questioned top management commitment to Emiritization despite the heavy
financial commitment that these managers are making in the localisation
programme. They further conclude that “In terms of practical implications, the
findings highlight the need for top managers to demonstrate their commitment
to nationalisation initiatives as convincingly as possible”. This work in the UAE is
supported by the findings of Law et al. (2009), however, when examined more
closely, the researcher argues that the feedback from the interviewees in some
cases implies that some top managers are paying ‘lip-service’ to localisation

programmes.

More recent research in this area draw upon the theme of collaboration between
the parent and local subsidiary in order to achieve the goal of successful
localisation (Fryxell et al. 2004; Al-Lamki 2005; Forstenlechner 2010; Swailles et
al. 2011). This research is relevant to UAE, Oman, and China. Al-Lamki (2005)
uses an example from the banking sector to boast successful localisation through
active collaboration between the government and the banking sector which the
researcher interprets as a display to local manager’'s commitment to the
localisation policy enforced. In the conclusions of work carried out by Fryxell et
al. (2004) they state, through a two-way sense, that expatriate and local
managers collaborate with each other to achieve the goals of the program and
further draw upon the work of Harding (1998) who specifically mentioned

endangering trust and transparency in this regard.
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The researcher links this back to the work of Hailey (1996) who on the counter
side argue that managing resentment between expatriates and locals is impeding
successful localisation and moreso, the researcher argues that this is perhaps
having a negative impact on the behaviours of the local managers who can
become de-motivated and less committed to any localisation programs. The most
current research undertaken by Forstenlechner (2010) expands the support of
management commitment and collaboration and it was stressed by over 66% of
senior managers interviewed in UAE that “..management commitment at all
levels of nationals and expatriates needs to be ensured. Managers need not only

be committed but must also be willing to convince others”.

There is consistency in the views of academics in this area that the commitment
of local managers is paramount in order to achieve successful localisation and
lack of clear and targeted measures to foster a relationship between a parent

and subsidiary organisation can truly impede successful localisation.

2.5.3.6 Summary

From the literature review, Figure 2.6 concludes the following Local Content

barriers to localisation as an input to a conceptual framework.

Figure 2.6: Local Content Barriers to Localisation
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2.5.4 Strategic Behaviour

Nine sub-themes have been exposed from the review that is considered to be
attributed to the strategic behaviour of the parent company organisation or local
subsidiary. From table 2.3 it is found that this theme attracted a high interest
with regard to ‘HR strategic management commitment’ of the parent
organisation, the ‘quality of the HR training programmes’, ‘salary and benefits’,
and the ‘local content planning’ or localisation strategy and the successful

implementation of all of those within the company.

A key piece of literature was exposed which went some way in addressing the
antecedents of successful localisation. This paper (Law et al. 2009) sampled 229
multinational enterprises in the People’s Republic of China and investigated the
antecedents of localisation success based on resource dependency theory (RDT).
An important objective of this study was to investigate a theme in the
localisation literature, which focuses on conditions facilitating successful
localisation of MNEs. The study used a 40-item scale to measure HR practices
determined to contribute to localisation success and it was the first study to find
a significant relationship between localisation success and top management
ratings of company performance. They go on to state that there is consistent
support that localisation-related management arrangement and localisation-
related practices contribute to the success of localisation. However top
management of the local company must be willing commit to localisation as well,
only then would a company be transformed into localisation-related HRM

practices.

Previously, Law et al. (2004) tested the Wong and Law (1999) model explaining
the localisation process and concluded (from survey of 139 JVs operating in
China) that MNE’s localisation objectives, planning and commitment and relevant
HRM practices had significant impact on their localisation success. Selmer (2004)
had previously argued that willingness of expatriate managers was a key
determining factor to localisation success and this is discussed separately within

this thesis.
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A separate paper by Selmer (2004) identified selection, recruitment and
retention of suitable local employees as key elements in successful localisation.
Finally, Fryxell (2004) found that planning and selection of expatriates were the

key determinants of localisation success.

Law et al. (2009) concluded that there were problems with all of these single
source studies stating that none of these sought to explain the localisation
process and its determining factors from a theoretical perspective. They also
claimed most of the studies were fragmented claiming that Law et al. (2004)
studied only four HRM practices as possible indicators of localisation success
whilst Fryxell et al. (2004) and Selmer (2004) also used a limited number of

indicators to localisation success within their work.

The researcher recognises that RDT is important given the nature of ‘Oilco’” and
declaration that human resources are the only assets the company has, given
that they are a major contractor in the oil the oil and gas industry. However,
further argues that his work, and associated objectives, is to gather and
structure these localisation barriers exposed from a number of different
academics and to provide a holistic framework of all key localisation drivers and
barriers. The researcher will extend these previous works in this area to the oil
and gas context. This helps recognises the fragmented approach to date and fills

a void in this respect.

Wong and Law (1999) developed a practical model for localisation of human

resources and this is reproduced in Figure 2.7.
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Figure 2.7: A Practical Model for Localizing of Human Resources
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This model is based on the existing literature and focused on localisation,
expatriation, repatriation and inpatriation and on in-depth interviews with CEOs
or Human Resource Directors of six companies currently localizing their top
management positions in the PRC. This model, although in the Chinese context,

analyses localisation from the perspective of the HR function.

The researcher argues that this single perspective does not portray a
comprehensive model perspective that will allow senior managers or executives
to (quickly) understand all the factors (driver and barriers) that need to be

considered during the decision making process prior to entry into a new country.
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The model does however cover the themes exposed by other academics during
the literature review which relate to the HR function; HQ Strategic Management
Commitment, Quality of HR Training Programmes, Successful Implementation of

Strategies, Local Content Planning, and Recruitment & Selection.

This particular stream of research extends to the Middle East where Randeree
(2009) develops a general model for organisational implementation of a HRD for
Emiritization. This model addresses three key areas; Career, Knowledge, and
Recognition in an attempt to ensure adequate local content planning are in place
to ensure successful localisation. The tools for HRM are addressed in detail in
this paper although they are orientated at addressing the challenges and
behaviour of Emiritization in the UAE but these are extendable to other parts of
the Middle East, indeed the researcher argues that they are further extendable
to other developing countries although experience in the oil and gas industry
may require succession planning, the knowledge transfer between expatriate
and locals, to be separated from strategic delivery success on the strength that
succession planning continues to be a major challenge within the industry and as

such an issue that merits attention in isolation.

More recently, Waqgfi and Forstenlechner (2014) collected data from 32 senior
managers and human resource professionals from various sectors of the
economy and tables proposed measures to enhance the effectiveness of
Emiritization. Interestingly, the highest percentage of respondents stated that a
special department for career planning be put in place allied with an increase in
investment for training, coaching and mentoring national employees which
supports the current situation in the oil and gas industry and this still remains a
key topic of discussion within the industry. Other academics (Swailles et al.
2011; Forstenlechner et al. 2012) provide further support that well-established
HR strategies and implementation of these are crucial to the success of

localisation.

The researcher considers that there is a need to refine and structure the
numerous terminologies (from academics in this area) of barriers to localisation
in order that senior managers and executives understand more clearly what the
issues are and how to address these in their respective operational strategies.

Perhaps gathering HR strategic management (commitment), successful
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implementation of strategies, local content planning, and recruitment & selection
under a single heading of ‘Strategic Delivery Success’ may simplify things
without losing sight of the key barriers in this respect. However the researcher

makes strong recommendations to address Succession Planning separately.

2.5.4.1 Quality of Services

There is a dearth of literature in this area to draw upon. However, Law et al.
(2009) did investigate the relationship between localisation and firm
performance. They could not argue that every local firm has better performance
after localisation, however based on the RBV concept we can argue that
performance of the local firm may be better if the local firm chooses to localise
and is successful in the localisation process. Law et al. (2009) did not develop
specific hypothesis on the relationship between localisation success and local firm
performance but simply analysed data and sought preliminary results for future

theory development. This research was specific to China.

The researcher recognises the lack of objective measures for any financial or
technical performance and challenges whether any serious relationships between
a firm’s performance and localisation success could be established. For example
- what is the basis used for successful localisation? Is it 100% in all job capsules
or merely management? And how is quality and performance key performance
indicators set in the process? Without any key measurement criteria then we

remain in a purely subjective mode.

Lam & Yeung (2010) arguably extended the research in this area when
examining the form of the localisation-performance relationship as moderated by
environment uncertainty. It is not the intent of the researcher’s work to discuss
the concept of environmental uncertainty although Lam & Yeung (2010) work in
this area, in the context of localisation levels, is a key reference given that the
researcher is studying localisation barriers which could impede localisation

success of an oil and gas services contractor in a developing country.

The findings of the study, conducted by questionnaire sent to 450 MNC
subsidiaries throughout China, indicated that increasing localisation beyond

moderate levels may be detrimental to organizational performance.
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Lam & Yeung (2010) developed a graphical representation which found a
curvilinear relationship between the degree of localisation and organisational
performance. In summary, the negative effect of an increase in localisation
beyond an optimal point is expected to be stronger under the condition of high

uncertainty.

The researcher recognises that research in this area is limited to China but can
see no immediate argument why this cannot be extended across different
countries and also different industries given the generalistic context of the
problem. In general, management skills are hard to find in emerging economies
(Kobrin, 1988) and a higher degree of staff localisation may save on salary costs

and perhaps enhance the goodwill in the host country.

However, MNCs need to carefully balance cost savings with that of quality and
delivery of their services or product. Reducing the number of expatriates too
quickly could impede knowledge transfer and localizing a local entity too quickly
may be detrimental to quality. The researcher argues that the level of
localisation of lower grade job positions may indeed happen fairly quickly with no
adverse effect but localizing senior management positions may take longer due
to higher skill set required. The research in this area to date does not adequately

consider localisation of the entire operation of a local subsidiary.

2.5.4.2 Salary and Benefits

Around a quarter of the academic studies reviewed exposed salaries as a
perceived barrier to localisation. The majority of this research originated in the
Middle East (Al-Waqfi & Forstenlechner 2014; Forstenlechner et al. 2012; Toledo
2011; Swalilles et al. 2011; Al-Dosary et al. 2005) and is more recently drawing
on the argument that the gap in reservation wage is seen as a key challenge to
Emiritization (Al-Waqfi & Forstenlechner 2014) and that this pay gap needs to be
addressed for localisation to succeed. The researcher recognises that this issue
may be geographical and as such restricted to the Middle East given that the
public sector inherently pays more than the private sector in the Middle East.
However, there is also ‘Oilco’ evidence that the oil and gas industry pays a more
attractive salary for technically qualified local resources than the majority of the

public sector management positions. Simply increasing pay levels in the private
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sector in line with those in the public sector may jeopardise the efficiency and

productivity of a private local subsidiary.

Hauser (2003) provides a more global perspective in describing the challenges
faced with setting the starting point for salary and compensation-related-
incentives and other bonuses, depending on the home and host locations. The
problem with this research is it is expatriate biased and there is little literature to
validate this problem in a local employee context although the researcher argues
it carries just as much weighting and the issues may well be amplified given a
relatively immature level of technical development in some developing countries
and over-inflation of salaries in the private sector may lead to other potential

conflicts with government/public sector employments.

2.5.4.3 Organisational Characteristics

Selmer (2003) studied staff localisation and organisation characteristics and how
these could present barriers to localisation. This was an area seen as most
important amongst emerging economies, especially for western business
organisations that are aspiring to localise their management positions of local
subsidiaries in China (Wong & Law 1999). There was evidence that the outcome
of the localisation process to a larger extent may be due to the characteristics of
the parent organisation that those of the organisation in China. The international
experience of a parent corporation had a positive effect on localisation with staff
localisation supporting the assumption that developing a strategic edge through
the use of expatriates (Gamble 2000) may be less favourable for experienced
corporations than those who have only recently entered the international
business arena. Yu (2005), from research in Taiwan, supports the argument that
different types of industries and their stages of internationalisation and degrees
of localisation are the most important factors on the subsidiaries perceived
activity satisfaction which is agued by the researcher as a positive influence on
localisation. The researcher interprets from this research that relatively immature
global businesses are more likely to struggle with the unknown if they rush in
and try to set up local subsidiaries without first taking the time to understand the

drivers and barriers to successful localisation.
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2.5.4.4 Expatriate Itinerants

Banai and Harry (2005) present a case for the new breed of expatriate managers
who are becoming more prevalent in MNCs. These are known as expatriate
itinerants and their entrepreneurial approach can lead to a bias to self and not
the company in which they are employed. A couple of disadvantages which can
be construed as barriers to localisation include, (1) the itinerant’s lack of
knowledge of the parent company and therefore quality of knowledge transfer to
a local is poor and their lack of the knowledge of political coalitions that influence
important decision making within the business, and, (2) a MNC may have limited
familiarity with the candidate international itinerant’s skills and abilities. The
researcher did not intend to explore a whole stream of research in this area but
merely portrays a health warning that employing such resources within local

subsidiaries of the business can be detrimental to the end goal of localisation.

2.5.4.5 Summary

From the literature review, Figure 2.8 concludes the following Strategic

Behaviour barriers to localisation as an input to a conceptual framework.

Figure 2.8: Strategic Behaviour Barriers to Localisation

D - Strategic Behaviour

Management Commitment
Quality of Services

Quality of HR Programmes
Salary & Benefits
Successful Strategy
Organisation Characteristics
Recruitment & Selection
Local Content Planning
Expatriate Itinerants

Source: Original
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2.6 Gaps in Research

Table 2.4 summarises several gaps in current academia that are addressed in
further primary research in this work. A description of these gaps and the

associated link to the research objectives are clearly tabled.

Table 2.4: Research Gaps

Description Link to Research Objectives

There is a lack of research on localisation | Objective 3: To identify and evaluate these
of lead technical functions or engineering | barriers to ‘localisation’ and whether they

roles - current literature focuses on prevent localisation targets being achieved
1 localisation of Senior Management by engineering services contractors in the
Positions and exclude oil and gas oil & gas industry

industry context.

There is a lack of research on levels of Objective 5: To assess the key barriers that
staff localisation versus a firm’s have a major impact on operational
2 performance, and no research found in excellence, quality and delivery

the context of a private sector services
organisation

Objective 1: To develop and validate a
conceptual framework generated from the

. . . literature review
There is no single research article that

3 attempts to produce a composite model

of drivers and barriers to localisation Objective 2: To identify the "localisation

critical success factors and barriers to
increasing local content in the general
context

There is no industry specific research Objective 3: To identify and evaluate these

which investigates: barriers to ‘localisation’ and whether they

e The drivers to why an oil and gas prevent localisation targets being achieved
services chooses to localise a by engineering services contractors in the
subsidiary part of a business in a oil & gas industry

developing country?
e The localisation barriers that an oil and | Objective 4: To investigate localisation
gas services contractor must consider drivers and their importance to the
during their strategic decision making engineering services contractor industry
rocess

There is a lack of research which Objective 3: To identify and evaluate these

addresses barriers to localisation in the barriers to ‘localisation’ and whether they
5 | context of a nationals viewpoint, prevent localisation targets being achieved

generally there is a bias towards by engineering services contractors in the

expatriate views oil & gas industry

Source: Original
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Almost thirty (30) sub-themes or factors contributing to localisation drivers or
barriers were exposed during the literature review and these were gathered from
multiple countries across, mainly, the public sector industry, albeit current
research exposed increasing research associated with the private sector.
Although there are limited secondary references to the oil and gas industry,

these are not considered to be in the correct context of this particular work.

The research is more abundant in relation to localisation of senior management
roles, there is no academic references made in the context of lower technical
functional roles or indeed lead engineer roles, both of which are considered key

functional roles within an oil and gas services contractor’s industry.

Localisation drivers and barriers are scattered across numerous academic
journals and there is a myriad of author’s definitions to contend with to
understand the complexity in achieving successful localisation, or indeed why
companies wish to localise. There is no single point of reference to go to that

pulls these into a structured framework of factors.

There is limited research that addresses the percentage of local content versus
operational excellence which is crucial to an oil and gas services contractor’s
survival in a highly competitive market where quality and performance are at

the forefront of their delivery.

There is a bias towards the views of expatriates and much of the academic
research to date has the expatriates view at its core. Given that the role of the
national resource is fundamental in successfully localising a business subsidiary
then there really needs to be balanced view to succeed in the goal of

localisation.
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2.7 Developing a Conceptual Framework

A theoretical framework is the foundation on which an entire research project is
based and is described by Sekaran & Bougie (2010) as a logically developed,
described, and elaborated network of associations among the variables deemed
relevant to the problem situation and identified through such processes as

interviews, observations and literature review.

The researcher draws upon his own experience and intuition to guide the
development of a conceptual framework describing the localisation phenomenon
and the interrelationship between the variables associated with localisation

drivers and barriers discussed in the literature.

Sekaran & Bougie (2010) go on to state that it is not easy to come up with
generally agreed-upon definitions of the relevant variables; this was evident
during the literature review for this work where, and mentioned previously,
several definitions and interpretations of variables from an HRD perspective
were often used by different academics which could in some way confuse
different industrial groups of managers. Well-chosen guiding definitions have
been derived by the researcher based on his own experience in the oil and gas
industry and indeed the private sector in an attempt to eradicate any
inconsistency and allow the development of an interview guide based on these
easily understood, and perceived recognisable, variables. This allows more direct

responses from the ‘elite’ sample used in this thesis.

Numerous sub-themes, of drivers and barriers to localisation were identified
during the literature review and the researcher further derived five (5) themes

for these underpinning variables.

Sekaran & Bougie (2010) state the importance of describing why you have
chosen a particular guiding definition or theme. These themes have been
selected by the researcher through his own knowledge as a senior manager in
the oil and gas industry and as an experienced observer whilst on location in a
number of different countries where ‘Oilco’ has set up local subsidiaries of their

operations.
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They also provide some commonality and consistency between the different
academic studies read during the literature review, and in summary provide
easily understood homes to each of the perceived localisation drivers and

barriers that are described in detail earlier in this section.

Table 2.5 defines these generated themes. These are described in more detail in

the data analysis and discussion Chapter 4.

Table 2.5: Generated Themes

Theme ‘ Researcher’s Definition

Relate to reasons why a corporate company may decide to

Localisation Drivers : . o
localise a business entity in a new country

In-Country Relate to factors that consider a home country’s subsidiary
Knowledge entities country, the people, real estate, and leadership therein

Relate to factors that may be inherent in a countries
governmental sector and may influence a corporate of local
Governmental business entity to mould their operation in a way that may not
be suitable for their company to deliver a quality or profitable
business

Relate to factors specific to the local resources (nationals) of
the country in which a corporate company need to recognise
and understand prior to setting up a business entity in a
particular country

Local Content

Relate to factors that are influenced by a corporate company
either, prior to setting up an entity or, as part of the strategic
decision making process prior to commencement of operations
delivery in country

Strategic Behaviour

Source: Original

The resultant conceptual framework is derived from theory. Researchers who
proceed without theory rarely conduct top-quality research and frequently find

themselves in a quandary (Neuman 1994).

The researcher is not ‘inventing’ a new theory in this work, he attempts to
expose, sometimes by an interpretive approach, variables associated with
localisation drivers and barriers from a number of articles by leading academics
in this field, and constructs the conceptual framework shown in Figure 2.9. This
framework is used to link theory to this particular research prior to primary

research being conducted in the context of this work.
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Figure 2.9: A Conceptual Framework of Localisation Drivers and Barriers
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CHAPTER THREE: RESEARCH METHODOLOGY
3.0 Methodology Introduction

This chapter introduces the design of this research, presenting a coherent and
structured approach to the selection and implementation of the methodology
most suited to establish a solution to the research problem discussed in the
previous chapters. The chapter will discuss the series of appropriate steps
designed and followed by the researcher which concludes a well-supported and

acceptable methodology.

Neuman (1994) describes the process in the form of a sequence of steps which
are followed for one research project. A researcher applies one cycle of the steps
in a single project or a study on a specific topic. Each project or study in turn
builds on prior research and contributes to a larger body of knowledge. These

steps are shown in Figure 3.1.

Figure 3.1: Steps in the Research Process

Choose
Topic

Focus

Research
Question

. 4

Interpret
Data

Analyse ‘ Collect
Data data

Source: Adopted from Neuman (1994)

Design
Study
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In addition, a myriad of research in this field exists for the researcher to draw
upon in developing a justification for a suitable methodology and generally
chooses an adaption of the ‘research onion’ analogy (Saunders, Lewis and
Thornhill 2015) to present a pictorial of the final methodology for this research at

the end of this chapter.
3.1 Research - a Definition

According to the Oxford Dictionary, “research” can be defined as a systematic
investigation into and study of materials and sources in order to establish facts
and reach new conclusions. It can also be defined as “a set of principles and
ideas that inform the design of a research study” (Mills and Birks 2014). Neuman
(1994) describes research as quite simply, a way of going about finding answers

to questions.
3.2 Research Design

The purpose and setting of the study and type of investigation play an important
part in selecting the research design to be adopted. Other important aspects to
be considered in this process include; sampling intent and how the data are to be
analysed (Sekaran 1984).

The researcher has gathered the views on design techniques from a literature
review of substantive texts written over the last four decades (Balian 1988;
Sekaran 1984; Sproull 1988; Yin 1989; Leidner and Jarvenpaa 1993; Cohen and
Manson 1994; Neuman 1994; Silverman 1998; Marshall and Rossman 1999)
Dawson 2002; Sproull 2002; Mason 2005, Yin 2003; Laplan 2011; Richards
2011; Waters 2011; Sekaran and Bougie 2013; Mills and Birks 2014; Saunders
et al. 2015; Harding 2013; Djebarni 2014).

This section discusses these design principles and techniques and concludes, by
adaptation of Saunders et al. (2015) ‘research onion’ in the researcher’s selected

research design and methodology for this study.

Essentially there are two types of research known as, (1) Applied and, (2) Basic,

which can be used in the business management or social sciences contexts.
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One is to solve a current problem faced by the manager in the work setting,
demanding a timely solution. Such research is called applied research (Sekaran
and Bougie 2015). Applied research can be defined as the research conducted for
the purposes of practical application, usually in response to a specific problem

and the need for decision making.

Alternatively, basic research is conducted for the purpose of adding to general
knowledge, usually not prompted by a specific problem (Sproull 2002).

The process is the same for both types, however, the method and strategies can
differ extensively in delivering a particular research topic or in this case a DBA

thesis. This will evolve through the chapter.

Basic (sometimes referred to as ‘pure’ or ‘fundamental’) research, on
‘localisation’, in the context as defined earlier in thesis, exists through many
peer reviewed journals and it is through application of this knowledge that the
researcher applies this to his own research questions and indeed as a

prerequisite in solving a particular problem in the oil and gas Industry.

The researcher’s investigation of factors that contribute to localisation can be
classed as basic research and of course of great interest within this exploratory
study, however, this research extends to factors or variables which influence
localisation and how these are portrayed or perceived to impact localisation in
the eyes of senior executives within a case studied entity. Of course this research
is time-lined to achieve an academic goal and is constrained in other ways to

meet intended budget and therefore a timely solution is needed.
Consequently, Applied Research is the type of business research adopted.

Recognising the need to complete this research within a timeframe and within a
reasonable budget draws in additional factors such as the decision to engage
external or internal consultants. This can be a costly decision and may result in a
dilution of the key objectives and a possible misalignment between the primary
researcher and any 3™ party. Indeed, Sekaran and Bougie (2015) state that
Managers with knowledge of research have an advantage over those without.
The researcher being a professional Manager in the oil and gas Industry and

living/breathing localisation strategies, for over fifteen (15) years, in the
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developing countries, whilst building on academic knowledge of localisation is

well placed to conduct this research without any need for 3™ party consultants.

Before moving on, it is important to draw attention to Research Ethics given the
nature of this research and the human element and subjectivity of social science

or business research.

By definition, Ethical Research Practices are those practices and procedures that
lead to: (1) protection of human and non-human subjects, (2) appropriate
methodology, (3) inferences, conclusions and recommendations based on actual

findings, and (4) complete and accurate research reports (Sproull 2002).

The researcher’s intent is to protect any sample from physical and psychological
harm and adequately considered this through development of confidentiality
statements presented to, and signed off by, each interviewee prior to interviews

being conducted.

In order to provide a coherent commentary with regard to the following sections,
the researcher consistently refers back to the adapted ‘research onion’ originally
developed by Saunders, Lewis and Thornhill (2015) but has adapted it to add an

outer layer to capture the research types already discussed.

The model has been adapted by the researcher by labelling each layer with the
headings only. This is intentional as the detail within each layer will be further
examined by recognising other academics views on what techniques or strategies
must be considered within each of the layers. This is a more comprehensive and
contrasted approach in arriving at a fully supported methodology for this
research. Each of these layers will now be discussed in some detail under the

headings shown in the ‘research onion’ model Figure 3.2.
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Figure 3.2: The Research Onion (Revised)

ResearchType

Philosophy

Approach to Theory
Development

Methodological
Choice

Strategy(ies)

Time Horizon

Data
Collection

Analysis

Source: Adapted from Saunders, Lewis and Thornhill (2015)
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3.2.1 Philosophy

It is not intended to critically evaluate this specific area of study, however, it is
important to recognise philosophical concepts and understand their relevance to
this research and their applicability to this study given it is essentially qualitative

in nature.

According to Mills and Birks (2014), philosophy can be defined in many ways but
essentially it can be seen as the consideration of higher order problems and how

we attempt to solve them.

Additionally it is important to examine philosophical concepts relative to
qualitative research, at least from a high level to enable a relationship to be
made between the research questions/or practical framework to the chosen

methodology.

Most successful research studies in the qualitative paradigm are those that see
alignment between the methodology and the philosophical position of the
researcher (Mills and Birks 2014).

It is generally posited that quantitative research, mainly deductive in nature, is
generally associated with Positivism whereas qualitative research is often
associated with an Interpretivist philosophy (Denzin and Lincoln 2011) and
mainly inductive which is explained, and compared, with the deductive approach

later.

The early 18" and 19" century philosophical school of thoughts founded by
Augustus Comte (1798-1857) enthused other classical theorists to favour
objectionable research in measuring things about people through experiments,

surveys and statistics.

Other philosophers such as Kant (1724-1804), Dilthey (1833-1911), Husserl
(1859-1938), and Weber (1864-1920) recognised that human beings are not
thoughtless and helpless; our actions are the product of our judgements, reasons

and intentions. This approach to social science research is known as Interpretive.

Neuman (1994) provides a good summary of the long debated confusion in social

sciences and explains three (3) approaches; Positivist, Interpretive, and Critical
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Social Science views by organizing the assumptions of each of the approaches

under a series of eight (8) questions.

The following Table 3.1 was generated by the researcher to gather key

literature to compare views more closely with this

assumptions from the

particular localisation study. Each of the main points from the literature are

gathered under the three (3) social science approaches and the final column is

added to draw own conclusion and views and in doing so adopts the final position

of the researcher in the context of the products of this research.

Key Philosophies

Table 3.1

Why should one conduct social scientific research?
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What is the basic nature of human beings?
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What does good evidence or factual information look like?
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It is derived from the table (shaded black) that Interpretative Social Science

is

concept and this

as the adopted philosophical

is chosen

research

representative of the philosophical beliefs of the researcher given his position in

a chosen professional field and where innovative ideas and subjectivism is at the

forefront of delivery.
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3.2.2 Approach to Theory Development

The next layer to consider is the approach to the theory development and there
are three (3) approaches discussed in detail under this section: (1) Deduction,
(2) Induction, and (3) Abduction. Most of the main writers in the field of research
develop talk about ‘deduction’ and ‘induction’, however, the third approach
‘abduction’ (Saunders, Lewis, and Thornhill 2015) is well supported, but visibly to

a lesser extent although it is very relevant in this particular research study.

3.2.2.1 Deductive Research

A deductive approach moves from the general to the particular and in the case of
this research study it has been adopted to draw out the key literature themes
from a detailed review of literature that exists across four decades in the

‘localisation’ field.

Deductive research is sometimes characterised as testing theory by creating
specific hypotheses and then using research to determine whether they are
correct (De Vaus 2002).

Djebarni (2014) supports this characterisation and reasoning stating that our
theory is often too general to be studied directly and it is therefore appropriate
to forward a hypothesis. It describes exactly what we expect to happen in our
study (Gill and Johnson 2010).

A theoretical review of the localisation literature was carried out to examine the
body of theory that has accumulated in this field and this helped explain the
emerging research problems. The review concludes in development of a
theoretical framework from a detailed literature review which draws on a number
of principles associated with this approach where the emphasis is placed on;
scientific principles, moving from theory to data, and a highly structured

approach.
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3.2.2.2 Secondary Data

This study collected both primary and secondary data. Primary data refer to
information obtained first-hand by the researcher on the variables of interest for
the specific purpose of the study. Secondary data refer to information gathered

from sources that already exist (Sekaran and Bougie 2013).

Figure 3.3 summarises the sources of the secondary data gathered prior and
during the literature review and the main source or repository was the university

library and online academic research databases.

PEER reviewed journals are valuable in as much as they have had adequate
expert input to the content and are considered high quality and reliable
resources. However, academic books are powerful in as much as they provide

extensive and coherent overview of the subject matter.

Attendance at oil and gas conferences where local content topics were presented
were also valuable in obtaining up to date views on localisation within the oil and
gas services industry and these presentations were made available for this

research study.
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To support the periphery of the study, the researcher called upon his own
experience and professional position to gather valuable localisation statistics, and
other relevant secondary data, such as local universities, from over fifteen years
in developing countries where local subsidiaries had been set up to promote

localisation of the workforce.

The advantage of seeking secondary data sources is savings in time and cost of
acquiring information (Sekaran and Bougie 2013). Reliance of secondary data
alone is rather risky as the information might have become obsolete or may not
be valid in the particular setting of the study. Current and up to date data is
important which resulted in a literature review that evolved over the entire study

duration.

With reference to Figure 3.3, and in particular the literature review, the
researcher made use of two data capture formats to make sense of, and to
structure, the data collected and aid generation of the detailed literature review
narrative. Firstly, a chronological critical review of studies spreadsheet was

produced in Excel format which captured the following data shown in Table 3.2.
Table 3.2: Components of Critical Review

Components Remarks

Researcher/Year Sets Chronology

Ensures alignment with localisation in the

Theoretical Foundation
correct context

Helps researcher identify progression of

Type of Study current research

Key Factors/Aspects Main points of Paper

Methodology Identifies techniques used to substantiate

own work
Key Findings Summary
Place Geography of Work

Source: Original
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This first (higher level) spreadsheet summary provided a reasonable level of
detail to fully understand the logical progression of the academia from the 1980’s
through to present day gave some assurance that key writers in the field had
been identified and themes were emerging from the secondary data. This

spreadsheet is included as an Appendix 6 to the Thesis.

A second order spreadsheet took this data to the next level of interrogation and
this was labelled a ‘Localisation Literature Review Summary’ Both spreadsheets
were directly linked by Researcher and Year of publication, and a researcher’s
reference number, which enabled the required link back to the journals where

the qualitative data used to build the summaries originated.

The main headers within this second order spreadsheet are included in Table 3.3.

Table 3.3: Components of literature Review Survey

Components Remarks

Researcher/Year Sets Chronology

Enables the researcher to manage the

Researcher Reference publication material and links accordingly

Exposed drivers as gathered from

Drivers for Localisation Literature Review publications

Exposed barriers as gathered from

Barriers to Localisation Literature Review publications

Helps the researcher to understand what

Model models exist in the field

Location Geography of Work

Source: Original

This spreadsheet quite simply identifies associated drivers and barriers to
localisation drawn from the literature repository and these variables are

identified by an asterisk within the spreadsheet.

This second order summary or filter helps to support the development of the
interview guide which is explained later in this section. This spreadsheet is
included as an Appendix 5 to the Thesis.
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3.2.2.3 Inductive Research

Alternatively an inductive approach begins with the particular and moves to the
general. In the case of this research the approach starts with the developed

theoretical framework as the result of the data collection over four decades.

Saunders et al. (2012), describes the inductive approach as lending itself to the
collection of qualitative data, this is sometimes a cautious approach as there is
some risk that people’s perceptions may result in in no real patterns emerging
from the data, and as a result no theory obtained and ultimately this could lead
to the study folding. This is arguably an area of weakness when compared to the

deductive approach where theory exists from the outset.

3.2.2.4 Primary Data

The majority of inductive research requires the collection of Primary data.
Primary data unlike secondary data does not exist and must be sought by the
researcher using either single, or multiple techniques. It is not the intention to
describe how or indeed what, tools will be used to do this under this paragraph
but to merely summarise what primary data is, and why this is relevant to this

exploratory study.

Primary data refers to the data that the researcher will obtain first hand on the
specific variables of localisation, whether barriers or indeed drivers. The primary

data gathering process is explained in detail later in this methodology chapter.

3.2.2.5 Abductive Research

Alternatively, an abductive approach can be implemented; this is relevant to the
researcher in this localisation exploratory study. Localisation is a field that is
arguably well-trodden in some contexts and indeed some attempts have been

made to construct theoretical models for testing.

However, localisation remains in its infancy in the context studied in this
research where obvious gaps exist in relation to the localisation of an engineering
workforce in the oil and gas industry. The intent is to build upon the theoretical
models in the literature in arriving at a conceptual framework that can be applied
to this research; an interview guide has been developed from this framework and

the primary data gathered for inductive analysis.
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The analysis of this data was input to an evolved framework, in addition to the
researcher’s own observations over a fifteen year international assignment. The
framework lends itself to further data collection for validation through a small,
but very relevant, senior management forum. An abductive approach moves
back and forth, in effect combining deduction and induction (Suddaby 2006) and

this more clearly maps the researcher’s theoretical approach to this study.

In summary, there is a wealth of information in one context of localisation but
nothing in the context of the researcher’s work which allows the researcher to

modify an existing theory. This draws an abductive approach to the study.

Table 3.4: Summary of Theoretical Approaches

Summary Deduction Induction Abduction
In a deductive In an Inductive In an abductive
inference, when the inference, known mfere_nce, known
Logic premises are true, the | premises are used to | Premises are used to
conclusion must also generate untested generate testable
be true conclusions conclusions

Generalising from the
interactions between
the specific and the

Generalising from
the specific to the
general

Generalising from the

Generalisability general to the specific

general
Data collection is used
Data collection is to explore a
Data collection is used | used to explore a phenomenon, identify
to evaluate phenomenon, themes and patterns
Use of Data propositions or identify themes and and create a
hypotheses related to | patterns and create conceptual framework
an existing theory a conceptual and test this through
framework subsequent data

collection and so on

Theory generation or
modification;
incorporating existing
theory where
appropriate, to build
new theory or modify
existing theory

Theory falsification or | Theory generation

Theory verification and building

Source: Adapted from Saunders, M.N.K., Lewis, P. and Thornhill, A. (2012)
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3.2.2.6 Comparison of Approaches versus Research Objectives

To demonstrate an alignment between the different approaches and how they

relate to the research objectives in achieving the overall aim of the research, two

tables have been developed.

These tables help link the theoretical approaches and types of data with each of

the research objectives. Table 3.4 has been reproduced from Saunders et al.

(2012) to provide a summary of approaches: deduction; induction; abduction.

Table 3.5 has been developed to link these approaches to the objectives of this

particular research.

Table 3.5: Research Objectives vs. Theoretical Approaches

Research Objective

Approach

To explore the localisation phenomenon and its drivers
and barriers. It also attempts to provide a clear

understanding of these drivers and perceived barriers

to successful localisation

To develop and validate a conceptual
framework generated from the
literature review

Deductive

Secondary

To identify the ‘localisation’ critical
success factors and barriers to
increasing local content in the general
context

Deductive

Inductive

Secondary

Primary

To identify and evaluate these barriers
to ‘localisation” and whether they
prevent localisation targets being
achieved by engineering services
contractors in the oil and gas industry

Inductive
Abductive

Primary

To investigate localisation drivers and
their importance to the engineering
services contractor industry

Abductive

Primary

To assess the key barriers that have a
major impact on operational excellence,
quality and delivery

Abductive

Primary

Source: Original
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3.2.3 Methodological Choice

There are essentially three types of evidence that may be collected from this
business and management study; quantitative, qualitative, mixed. It is important
to understand the differences to these methodological choices to allow a justified

and supported application.

Qualitative evidence uses words to describe situations, individuals, and
circumstances surrounding a phenomenon, while quantitative evidence uses
numbers usually in the form of counts or measurements to attempt to give

precision to a set of observations (Remenyi et al. 1998).

The relationship between quantitative and qualitative research can best be stated
in the form of a model (Cochran & Dolan 1984), shown in Figure 3.4 This
approach is supported by Gable (1994) who views qualitative and quantitative

research techniques at opposite ends of a continuum.

Figure 3.4: Quantitative and Qualitative Relationship Model

Quantitative Research

Justification:
Collects data, tests,
empirically, analyses

Discovery:
Takes results of
quantitative research
and asks what, how, as
well as why?

Discovery:
Generates hypothesis
through observation,
speculation, “eureka”

dreams, insights

results, give
explanations,
formalises

Source: Cochran & Dolan (1984)

3.2.3.1 Quantitative Research

Quantitative Research generally involves the gathering of large data samples for
statistical analysis, the aim being that the results from such an analysis can be
applied to the target population as a whole. This is a form of specific and precise
research requiring accuracy of measurement and analysis and minimisation of

incipient bias. It is mainly used to test a theory by testing individual hypothesis
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and these hypotheses look for relationships between variables or concepts.
Research analysis is performed by using statistics, tables or charts and is directly
linked back to the hypotheses developed in the study (Balian 1982; Neuman
1997).

The theory of deduction and quantitative research are closely linked and this is
supported by Neuman (1994) in his description of the deductive approach where
you begin with an abstract, logical relationship among concepts, then move

toward concrete empirical evidence.

A deductive approach and a positivist view are generally associated with
quantitative research which only partly fits within an interpretivist philosophy
(Saunders et al. 2012).

Quantifiable questionnaires or structured interviews are the primary data
collection methods used in quantitative research. The choice of data collection
methods depends on many governing factors which may include; time
constraints to carry out the research, the accuracy of the data required, costs for
the data gathering and of course the experience and knowledge of the

researcher.

3.2.3.2 Qualitative Research

On the flip side, qualitative research is often associated with an interpretive
philosophy (Denzin and Lincoln 2011) and is closely aligned to the researcher’s
strategy and supported in previous section 3.2.1. This research forms more of an
inductive approach as described earlier because the researcher needs to make
sense of the subjective and socially constructed meanings expressed around the
localisation phenomenon as perceived by the sample of senior managers used in
the study.

Qualitative Research involves the use of qualitative data such as interviews,
documents, and experienced observation data, to understand and explain social
phenomena. The motivation for doing mainly qualitative research, and less
guantitative research, comes from the observation that, if there is one thing that
distinguishes humans from the natural world, it is our ability to talk! (Myers
2002).
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Indeed Kaplan & Maxwell (1994) argue that the goal of understanding a
phenomenon from the point of view of the participants and its particular social

and institutional context is largely lost when textual data is quantified.

Qualitative research is non-standardised when directly compared to quantitative
and can use a variety of methods and these can evolve during the interactive
study and the managerial position of the researcher provided a significant
opportunity to gain physical access to the participants to deploy a single data
collection technique via interviews; this is known as mono-method qualitative
study (Saunders et. al 2016) and closely represents the strategy adopted in this
study.

Table 3.6 sums up the differences in these two types of research, the table
further supports why a qualitative research approach is the option chosen for this

study.

Table 3.6: Differences between Qualitative and Quantitative Research

Quantitative Qualitative

Capture and discover meaning once
the researcher becomes immersed in
the data

Test hypothesis that the researcher
begins with

Concepts are in the form of distinct
variables

Concepts are in the form of themes,
motifs, generalisations, taxonomies

Measures are systematically created
before data collection and are
standardised

Measures are created in an adhoc
manner and are often specific to the
individual setting or researcher

Data are in the form of numbers
from precise measurement

Data are in the form of words from
documents, observations, transcripts

Theory is largely casual and is
deductive

Theory can be casual or non-casual
and is often inductive

Procedures are standard, and
replication is assumed

Research procedures are particular,
and replication is very rare

Analysis proceeds by using statistics,
tables, or charts and discussing how
what they show relates to
hypotheses

Analysis proceeds by extracting
themes or generalisations from
evidence and organising data to
present a coherent, consistent
picture

Source: Adapted from Neuman (1994)
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For completeness, although not a choice adopted for this study, the mixed
method can be summarised as having advantages through adding a degree of
flexibility through combination of questionnaires and interviews for example. In
addition, it can be argued that through mixed methods there are more
opportunities to answer the research question and allow triangulation of data to
occur. However this method involves judgement and opinions (Saunders et al.
2012).

3.2.4 Research Strategy

The chosen strategy will fit into a particular design category and plan all the
activities to answer the research question and close out all the associated
objectives, these particular designs include; Historical, Experimental, and Non-

Experimental.

3.2.4.1 Historical Design

Historical design combines theory with data collection. The data is usually mixed
and can include information from newspapers, books, and other media in
conjunction with other observations and interviews (Sproull 1988; Neuman
1994). The researcher examines aspects of social life across cultures in a past
historical time. Historical research is usually descriptive although in some cases
can be blended with exploratory or indeed explanatory research often
categorised under non-experimental research design. Sproull (1988) defines
historical design as a research design for which the data or physical artefacts
already exist and thus cannot be changed or manipulated. The researcher has no
control over how or when or with what instruments the data were collected.
Historical design is the only method for studying the past and by this admission

is not suitable for this localisation study.

3.2.4.2 Experimental Design

This type of research deliberately controls and manipulates the independent
variables to have an effect on the dependent variables so that this effect can be
measured and analysed. Experimental Design is most commonly used to study
cause and effect relationships among variables and is arguably not ideally suited
to business management type research such as this study. Experimental design

is found in two forms; classic experimental and quasi-experimental, the former is
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where the researcher has more control over the variables. Quasi-experimental
can however be adopted where the classical (true) design is inappropriate (Balian
1982; Sekaran 1984).

3.2.4.3 Non-Experimental Design

In contrast, the majority of business research studies, including this localisation
study, deploy a non-experimental approach and often involve multiple factors
that can influence each other; a definitive cause and effect relationship is not
possible to be established in such designs. In short, the researcher is interested
in finding those factors that are directly associated with the research problem.
Sekaran (1984) and Sproull (1988) describe non-experimental research design
as being used when control over variables is not possible. Non-experimental
research is categorised through, (1) Quantitative, and (2) Qualitative types of
research, or indeed a combination of both known as (3) Mixed, which were
described in section 3.2.3. It was concluded earlier that a qualitative approach is
being used for this study.

3.2.4.4 Design Purpose

In deciding upon the type of study to be adopted it is important to understand
the type of questions to be asked in gathering the primary data which meets the
objectives of the study. The way a question is asked, generally leads to a
particular type of study and depends on the stage to which knowledge of the
subject matter has advanced. According to Sekaran and Bougie (2010), the
design decisions become more rigorous as we proceed from the exploratory
stage, where we attempt to explore new ideas of organisational research, to the
descriptive stage, where we start to describe certain characteristics of a
phenomenon, to the hypothesis stage, where we examine whether or not the
conjectured relationships have been substantiated and an answer to the research
question has been obtained. Four types of studies were compared to design a fit
to the aims and objectives of this research including; exploratory, descriptive,
explanatory, and evaluative. Indeed a combination of these can be chosen
should mixed methods of quantitative and qualitative analysis be used. Table 3.7
summarises the key aspects of the study types reviewed through a review of
texts (Sekaran and Bougie 2010; Saunders et al. 2016) and helped the

researcher decide upon the study strategy early in the literature review process.
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Design Chosen

Table 3.7: Summary of Design Purposes

Non-Experimental

Design Purpose Key Criteria Question
Type
Exploratory To discover what is happening and What?
gain insights on a particular topic of How?
interest. Used when not much is ows
known about the situation at hand.
To explore a phenomenon
Used when some facts are known
but more information is need to
develop a theoretical framework
Includes a search of the literature
and generally unstructured
interviews
Descriptive To gain an accurate profile of Who?
events, persons, or situations What?
Could be an extension of
?
exploratory research When?
?
Used to describe the characteristics Wheres
of the variables of interest How?
Explanatory Studies that establish casual Why?
relationships between variables or How?
to study a situation or problem in ows
order to explain the relationships
between the variables
Evaluative To find out how something works. How?
In the business management To what
context this could be concerned with extent?
assessing the effectiveness or an
organisation strategy, policy,
programme, initiative, or process

Source: Original with material drawn from Sekaran and Bougie (2010); Saunders et al. (2016)

The objectives of this localisation study clearly fit an exploratory study and

already determined as non-experimental research.

However, the study is attempting to gather insights on a particular topic
(localisation) in relation to the oil and gas industry whilst exploring the
localisation phenomenon in a different set of industries due to the sparse

literature written around the former. Some facts are known and some models

have been developed by the key writers in this field.
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However none of which have been applied in the context of this research which
will use both a theoretical framework and an interview guide almost entirely
comprised of ‘What’ and ‘How’ type questions. This chosen design purpose:
exploratory, fits an inductive/abductive approach in parallel with qualitative
research which was supported earlier in the thesis. However the question set
crosses some boundaries during the process that could be classed either

explanatory or evaluative but this is very minimal.

Table 3.8 has been developed to link the alignment between design purpose and

the study objectives.

Table 3.8: Research Objectives vs. Design Purpose

Research Objective Approach Chosen
Design and
Purpose
1 | To develop and validate a Deductive Non-
conceptual framework generated Experimental

from the literature review
Exploratory

(Explanatory)

2 | To identify the ‘localisation’ critical Deductive Non-
success factors and barriers to Inductive Experimental
increasing local content in the u

general context Exploratory

(Explanatory)

3 | To identify and evaluate these Inductive Non-
barriers to ‘localisation’ and Abductive Experimental
whether they prevent localisation

targets being achieved by
engineering services contractors in (Evaluative)
the oil and gas industry

Exploratory

4 | To investigate localisation drivers Abductive Non-
and their importance to the Experimental
engineering services contractor Explorator
industry ploratory

(Evaluative)

5 | To assess the key barriers that Abductive Non-
have a major impact on operational Experimental

excellence, quality and delivery Exploratory

To explore the localisation phenomenon and its drivers and barriers. It
also attempts to provide a clear understanding of these drivers and

perceived barriers to successful localisation

(Evaluative)

Source: Original
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3.2.4.5 Different Research Strategies

In general terms, a strategy is a plan of action to achieve a goal. A research
strategy may therefore be defined as a plan of how the researcher will go about
answering his or her research question (Saunders et al. 2016). Denzin and
Lincoln 2011) describe it as methodological link between your philosophy and

subsequent choice of methods to collect and analyse data.

Paragraph 3.2.1 concluded an interpretive philosophical approach to this study.
Mills & Birks (2014) puts forward a map of methodologies and describes

Interpretivism as having one of the following qualitative methodologies:

e Ethnography - Knowledge of Culture

e Grounded theory - Knowledge of Process and Outcome
e Historical research — Knowledge of History

e (Case study - Situated Knowledge

e Phenomenonology - Knowledge of Lived Experience

e Action research — Knowledge of process, Outcome and Change

These strategies are generally linked to qualitative research, or in some cases a
blend of both qualitative and quantitative research. Saunders et al. (2016)
bolsters the list adding experimental, survey, archival and documentary, and
narrative enquiries research. Both ‘experimental’ and ‘surveys’ are principally
and exclusively linked to quantitative research and it can be argued that both

‘historical and ‘archival and documentary’ research are similar.

Figure 3.5 shows a continuum of research strategies posited by Djebarni (2014)
and is a useful scale to understand where a particular research study sits with
regard to the approaches discussed above. Of course there is significant
crossover between different approaches but it generally helps the researcher to
decide the bias between quantitative and qualitative approaches and the

overarching philosophies.
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Figure 3.5: Continuum of Research Strategies

Quasi- Action

i Ethnography
Experiments Experiments Surveys Research
Deductive :
Approach Inductive Approach
Positivist Phenomenonological
Approach Philosophy
More

Quantitative More Qualitative

Source: Djebarni, R. (2014)

This study does not adopt a quantitative approach and certainly a positivist
philosophy for such an explorative study is disregarded on the grounds reasoned
previously. At the other extreme of the continuum we find ‘ethnography’ which is
used to study the culture or social world of a group. One of the disadvantages in
this approach is the time needed to be on location to observe and gather

information as a participant observer.

The researcher could argue that over fifteen years in developing countries living
and sharing cultural values qualifies this type of research for the study. However,
exploration of the localisation phenomenon is a pre-requisite to ensure gaps in
the current research are identified and of course if any of the literature is
relevant to the oil and gas industry or indeed the context in which is being used
in this study. In addition, the time constraints for this study rule out both
‘ethnography’ and ‘action research’ strategies, although the latter would be
useful emergent strategy for follow up research where the findings of this
exploratory study could develop solutions to the case studies organisational
problems through a participative and collaborative approach, which uses different
forms of knowledge, and which will have implications for participants and the
organisation beyond the research project (Coghlan 2011; Coghlan and Brannick
2014).
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A ‘narrative enquiry’ is more of a coherent storytelling which normally follows a
sequence of events and is not considered adaptable for this exploratory study
given the need for random themes to be drawn from the interviews in forming an
iterative analysis to support the localisation phenomenon which is a primary
objective set by the researcher in reaching his aim. The specific needs of this
research has gravitated towards a form of ‘grounded theory’ and paralleled ‘case
study’ approach. This is founded on the requirement to explore a pre-determined
localisation phenomenon in the context of the oil and gas industry and why it is
important to engineering services contractors as part of an overall business

strategy. These strategies we can explore further.

3.2.4.6 Grounded Theory

Grounded theory is “a qualitative research method that uses a systematic set of
procedures to develop an inductively derived theory about a phenomenon”
(Strauss and Corbin 1989). Grounded theory was developed by Glaser and
Strauss (1967) as a response to the ‘extreme positivism’ of much social research
at that time (Suddaby 2006). However by adopting interpretivism in social
research ‘reality’ is seen as being socially constructed through the meanings that
social actors ascribe to their experiences. The researcher concluded an
interpretivist philosophical approach to his research and set out to further
develop or support a theory that may be grounded in the primary data collected
and uses theoretical explanations of social interactions and processes in the

context of business and management.

The development of an interview guide started early in the journey, indeed on
the back of the localisation literature review, and a corresponding interview guide
was drafted from the thematic representation from the review. An obvious gap
existed in as much as there was little, if any evidence, of the localisation

phenomenon written that related to the oil and gas industry.

This is supported by Saunders et al. (2016) who stated that data collection may
start as soon as the research idea has been developed and the initial research
participants have agreed to take part, or the first set of documents has been
identified. A commitment to this research idea was already in place which

provides further support to this particular research strategy.
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Grounded theory provided a systematic approach to collect and analyse the
localisation phenomenon and supports the justification of a qualitative study
discussed earlier in the methodology. Saunders et al. (2016) referred to
grounded theory as taking an inductive approach, although it was more
appropriate to think of it as abductive, moving between induction and deduction
which further supports this choice of strategy. Through adoption of a ‘grounded
theory approach’ in this study, the researcher set out to further develop a
conceptual framework derived from a literature review through a series of
interviews with high profile executives and managers within ‘'Oilco’ to seek
answers to the study objectives. The conceptual framework was then adjusted
for future application within the oil and gas engineering services industry. It may
be argued that new theory may not be generated to explain the localisation
theory phenomenon. This approach has to be distinguished from grounded
theory research (Birks and Mills, 2011). The key elements of grounded theory
method which align (used in this study) and support the choice of this strategy

are summarised in Table 3.9.

Table 3.9: Key Elements of Grounded Theory

# ‘ Key Element Used

1 | Early commencement of data collection Yes

2 | Concurrent collection and analysis of data Yes
Use of literature as a complimentary source to the categories and

3 concepts emerging in the data, rather than as the source to categorise Yes
these data. Later use to review the place of the grounded theory in
relation to existing published theories
Use of an abductive approach that seeks to gain insights to create new

4 . - ; Yes
conceptual possibilities which are then examined

5 Developing codes and categories from the data as these are collected Yes
and analysed
Use of theoretical sampling and saturation aimed at building a theory

6 - : . Yes
rather than achieving (population) representativeness
Use of constant comparison and writing of self-memos to develop a

7 . - Yes
conceptualisation and build a theory

8 | Development of a theory that is grounded in data Yes

Source: Adapted from Saunders et al. (2016)
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The researcher did not intend to cover the practical application (steps 5-8 above)
of the data collection and analysis methods underpinning the ‘grounded theory
approach’ (steps 1-4 above) in these paragraphs; this is purposely described in a

later section under data collection.

3.2.4.7 Case Study

A case study organisation ‘Oilco’ has been identified as part of the research
strategy in order to address the research objectives and align ourselves to the
need to recognise that some theory is already linked to the localisation
phenomenon and a couple of conceptual models derived but these clearly sit
outside the context of the oil and gas industry where no real literature exists to

draw parallels with.

A case study is an empirical enquiry that, (1) investigates a contemporary
phenomenon in depth and within its real life context, especially when, (2) the
boundaries between phenomenon and context are not clearly evident (Yin,
2003).

The boundaries between the localisation phenomenon and the oil and gas context
are clearly not evident and although a case study is deemed a secondary
strategy to grounded theory research, it is critical in closing the research gap in
this area through a targeted sample of very senior managers within one long-

established engineering services contractor in the oil and gas sector.

Yin (2003) discusses six sources of evidence most commonly used in doing case
studies. Documentation, archival records, and physical artefacts are dominant
within the secondary research resources identified in Figure 3.3. This information
was made available to the researcher through his own senior position within
‘Oilco’. As an experienced observer during this entire duration of the DBA work,
unlimited engagement with senior resources and indeed local engagements with
the community has in most cases mitigated any data collection weaknesses as
prescribed by Yin (2003) in Table 3.10. All of these collection techniques along
with interviews have been used as justifiable sources of evidence adopting a case

study approach.
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Table 3.10: Six Sources of Evidence: Strengths and Weaknesses

Source of Evidence ‘

Documentation

Strengths

Stable - can be retrieved
repeatedly.

Unobtrusive - not created as a
result of a case study.

Exact - contains exact names,
references, and details of an
event.

Broad coverage - long span of
time, many events, and many
settings.

Weaknesses

Retrievability — can be low.

Biased selectivity, if collection is
incomplete.

Reporting bias - reflects
(unknown) bias of author.

Access — may be deliberately
blocked.

Archival Records

Same as above for
Documentation.

Precise and quantitative.

Same as above for
Documentation.

Accessibility due to privacy
reasons,

Interviews

Targeted - focuses directly on
case study topic.

Insightful - provides perceived
casual inferences.

Bias due to poorly constructed
questions.

Response bias.
Inaccuracies due to poor recall.

Reflexivity - interviewee gives
what interviewer wants to hear.

Direct Observations

Reality — covers events in real
time.

Contextual - covers context of
event.

Time-consuming.

Selectivity - unless broad
coverage.

Reflexivity - event may proceed
differently because it is being
observed.

Cost - hours needed by human
observers.

Participant
Observation

Same as above for direct
observations.

Insightful into interpersonal
behaviour and motives.

Same as above for direct
observations.

Bias due to investigator’s
manipulation of events.

Physical Artefacts

Insightful into cultural features.

Insightful into technical
operations.

Selectivity.
Availability.

Source: Yin (2003)
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The interpretivist approach adopted in this study will work abductively to identify
themes and patterns from the senior oil and gas manager’s responses, through
the grounded theory approach, and compare/contrast these back to the literature
review in order to refine, generate and extend the localisation theory into the oil

and gas environment. This type of approach is supported by Ridder et al. (2014).

One of the criticisms of a case study approach is their inability to produce
generalisable contributions to knowledge, this being due to the small samples
inherent in the process; this is captured in a review of literature by Flyvberg
(2011). However, many works have countered this and the positivists view is
slowly being overturned in favour of a more widely accepted qualitative and

mixed research approach (Bansal and Corley 2011; Denzin and Lincoln 2011).

In the context of this study, the smaller sample is counterbalanced by a high
quality sample of senior executives and managers and a generalisation of the

localisation phenomenon already exists in the extant literature review.

We have already discussed the need for primarily an exploratory study, and by
definition a qualitative and inductive approach; a case study sits well in this
approach and is considered a robust parallel approach to grounded theory in as
much as the sample, and subsequent interviews, will be deployed in a single
organisation in a focused attempt to draw parallels with existing theories and
models, and through thematic patterns extend or modify this theory within the
engineering services sector of the oil and gas industry. This helps target closure
of the research objectives shown below for consistency, and how the final

elements of the chosen strategy align.

3.2.4.8 Experienced Observation

Referring back to Figure 3.3 which summarised a humber of sources used by the
researcher to gather secondary research, it is clear that this valid information be
used in a positive and valuable input to achieve the objectives of this particular
research. Arguably, the most valuable is the fifteen year's experienced
observation, as part of the case study organisation, in some of the most
demanding developing countries in the Caspian Region and Africa. Additionally,
the demographics of these countries and the historical records of ‘Oilco’ allowed

the researcher to generate some thoughts and frameworks, in the oil and gas
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context, prior to undertaking the primary research. Relationships with the
universities and attendances at key oil and gas conferences validated in some
respect the perception of the localisation phenomenon and how to plan to localise

an oil and gas subsidiary business.

This information should not be wasted and gives greater confidence in the
research diagnosis. The researcher reflects on these experiences during data

analysis and the concluding sections of this thesis.

To summarise the last three paragraphs and to maintain the consistency or
structure within this section, a Table 3.11 has been developed that links the

research objectives to the selected strategies.

Table 3.11: Research Objectives vs. Strategic Approach

AIM Research Objective Selected Strategy

1 | To develop and validate a Grounded Theory
conceptual framework generated
from the literature review

2 | To identify the ‘localisation’ critical Grounded Theory
success factors and barriers to
increasing local content in the
general context

3 | To identify and evaluate these Grounded Theory
barriers to ‘localisation” and C stud
whether they prevent localisation ase study
targets being achieved by
engineering services contractors in
the oil and gas industry

4 | To investigate localisation drivers Grounded Theory
and their importance to the C Stud
engineering services contractor ase study
industry

5 | To assess the key barriers that Grounded Theory
have a major impact on operational Case Study

excellence, quality and delivery

barriers. It also attempts to provide a clear understanding of
these drivers and perceived barriers to successful localisation

To explore the localisation phenomenon and its drivers and

Source: Original
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3.2.5 Time Horizon

As we approach the centre of the research onion we need to consider the time
horizon of this research. Given that this particular study is part of a DBA journey

then there are of course restrictions in both cost and duration of the work.

The approach for this particular academic work is considered ‘cross-sectional’ or
a ‘snap-shot’ of the localisation phenomenon at a given point of time. In

summary, interviews will be conducted over a short period of time.

A ‘cross-sectional’ study has its limitations when weighted against its counterpart
‘longitudinal’ studies which has the capacity to study change and development
(Saunders et al. 2016).

3.2.6 Data Collection

By definition; Data collection method is the means by which information about
variables is collected (Sproull 1995) which is locally translated to the means by
which information about variables associated with the localisation phenomenon is

collected during this study.

The preceding sections have concluded that this is an exploratory study adopting
a mainly abductive approach implementing a ‘grounded research’ and ‘case
study’ approach. Saunders et al. (2016) clearly states that semi-structured and
in-depth interviews are used to gather data which are normally analysed
qualitatively, for example as part of a case study or grounded theory strategy.
There is clearly an alignment in this respect and the following paragraphs
describe how the researcher adopts these data collection approaches in this

localisation study.

Data and instrumentation are two different processes but explicitly linked in the
collection methods. In the case of this study the process may be interviewing
people and the instrument is the interviewing guide which was prepared on the

back of the literature review and deployed to gather the data.

Sproull (1995) defines the interviewing method as a data collection method in
which an interviewer questions people to solicit self-reports of their opinions,
attitudes, values, beliefs, or behaviours. Interviewing is probably the most

commonly used method in qualitative research (Mason 2005) and this further

96



supports this technique in this exploratory study. She goes on to state that it is
not uncommon for a researcher to assume that their study will involve qualitative
interviews, without spending time working out why it should, what they expect to
get out of these methods, and whether any other methods might be appropriate
or provide a useful complement. The researcher considered this in his evaluation
process but clearly justified his approach previously in selection of the

interviewing approach.

Table 3.12 summarises advantages and disadvantages of interviews regardless
of what type of interviews are implemented they are of particular relevance in

the decision making process.

Table 3.12: Interview Advantages, Disadvantages and Research Mitigations

Advantages

Disadvantages

Researchers Mitigations

Elicits information
directly from people

Very costly because of the
time required for each

interview and the required
training of the interviewers

Interviewer has experience in
the interviewing technique and
has access to key subjects
within *Oilco’

Allows opportunities for
probing; finding out why
people feel or respond
the way they do

Less information can be
gathered than by other
methods because of the
time requirements

Researcher’s sample has been
chosen to target an
experienced and senior list of
subjects

Allows opportunity to
clarify information as it
is given

Probability of inaccurate
data because people may
lie, omit information or use
selective recall

Researcher has selected highly
professional, respected, and
skilled people in ‘Oilco’

Allows opportunity to
explain complex
information

Possibility of inaccurate data
because of interviewer bias
or the interaction of
interviewer and respondents

Researcher has chosen semi-
structured interviews that
allows the interviewer to ask
questions with no attached
emotion

Allows opportunity to
clarify previously
selected data

Source: Original

A column is shown in the end column of the table which offers some mitigation to
the disadvantages which are inherent in an interviewing method that helps

substantiate the researcher’s choice of the method. A highly professional and
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experienced sample has been used in this study to ensure quality of the data

sought for data to be analysed.

There are different kinds of interviews to consider and Table 3.13, as

represented in Saunders et al. (2016) text summarises these quite well.

Table 3.13: Different Types of Interview for each Research Purpose

Exploratory Descriptive Explanatory Evaluative
Structured XX X X
Semi-Structured X XX XX
Unstructured XX X

Source: Saunders et al. (2016)

The table clearly supports the intent for either a semi-structured or unstructured

interviews to be deployed in the study.

If you are planning a qualitative study, it is probably because you don’t know
what you will find. Qualitative methods seek surprises (Richards 2009). The
purpose of this research requires the attitudes and opinions of individuals to be
at the forefront of the data collection and it is therefore important to establish
personal contact with the case study sample. Senior and key management
persons were solicited to provide feedback to the localisation phenomenon in the
oil and gas delivery context. People’s views, understandings, interpretations,
experiences, and interactions with the researcher are meaningful properties of

the social reality of the research questions deployed through this study.

Interviews, arguably, should have a fluid and flexible structure to allow any
unexpected themes to be drawn out, however, the degree of structure and
flexibility is stifled a little in this study to balance any potential bias introduced by
the interviewer and remove any emotion through asking different questions
different ways to each of the interviewees. A semi-structured approach is

therefore used in this study rather than unstructured interviews.

An unstructured interview is very similar to a natural conversation which begins

with a single question and then conversation blossoms though further
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questioning based on the former questions response. These are very useful when
key themes are not already known and where a more structured approach may
constrain the study (Harding 2013). However, key themes are already drawn
from a localisation literature review which further supports a semi-structured

approach to the questioning.

The study deliberately stays away from a structured interview method which is
useful for a collection of quantitative data, where a defined set of questions are

asked and responses recorded (Harding 2013).

Qualitative semi-structured interviewing through a face-to-face approach is
preferred simply because the data needed for this contextual and exploratory
study is not available in any other form, therefore asking people for their
accounts and listening to them, face-to-face, is the only way to generate quality
data. Semi-structured interviewing is characterised by having a list of themes
and some key questions to cover which can vary with each interview. The order
of questions differs dependent on the flow of the conversation or some questions
may be omitted. The process may contain an interview schedule to prompt or

open the discussion on a topic (Saunders et al. 2012).

The main advantage of face-to-face interviews is that the researcher can adapt
the questions as necessary or clarify any doubts and ensure the responses are
understood (Sekaran and Bougie 2010). This approach was followed in this study
and the interview guide was revised several times during the process. The
disadvantage is of course cost and gaining access to a quality sample. This has
been mitigated through strong bonds with ‘Oilco’ and the ability to reach out to
senior executives and managers in one location to gather quality data in the

areas of interest.

Semi-structured interviews use open-ended questions which enable the
participant to speak for a long period of time (Harding 2013) when answering the
questions which assist in drawing out the key opinions, perceptions, and

thoughts on the key themes identified in the localisation literature.

Designing a guide for an interview or a focus group is an important element of

the preparation. The researcher should give thought to how the questions should
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be asked, or topics to be raised, will contribute to answering the research

qguestions, or indeed achieve the research objectives (Harding 2013).

Marshall and Rossman (1999) describe “Elite” interviewing as a specialised case
of interviewing that focuses on a particular interviewee. Elite individuals are
those considered to be most influential, prominent, and/or well informed people
in an organisation or community; they are selected for interviews on the basis of

their expertise in areas relevant to the research.

The researcher adopts this particular kind of interview after close consideration
of his objectives, and in particular relevance to objectives 3, 4, and 5, which
require responses in the context of oil and gas industry and the need to identify

a particular ‘kudos’ from within *Oilco’ on which to solicit quality responses.

“Elites” are chosen by the researcher as they share a role model approach to
social responsibility and over the years have reached the top of their profession
and are respected individuals and more importantly play a significant part in
developing localisation strategies within ‘Oilco’. Additionally, the researcher has
the advantage, though a senior position within ‘Oilco’, to gain access to these
“elites” which in itself mitigates the concerns posited by Marshall and Rossman
(1999) who state a disadvantage of this approach is classifying “elites” as

somewhat elusive and busy people operating under demanding time constraints.

A reminder of the study objectives and alignment to the chosen data collection
method is shown in Table 3.14 to help summarise to this point and ensure full

alignment in the work.
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Table 3.14: Research Objectives vs. Data Collection Methods

AIM

To explore the localisation phenomenon and its drivers and

barriers. It also attempts to provide a clear understanding of
these drivers and perceived barriers to successful localisation

Research Objective

To develop and validate a
conceptual framework generated
from the literature review

Data Collection Method

Literature Review

Secondary Research

To identify the ‘localisation’ critical
success factors and barriers to
increasing local content in the
general context

Interviews - face-to-face

Semi-Structured

To identify and evaluate these
barriers to ‘localisation’ and whether
they prevent localisation targets
being achieved by engineering
services contractors in the oil and
gas industry

Interviews - face-to-face
Semi-Structured
“Elite”

To investigate localisation drivers
and their importance to the
engineering services contractor
industry

Interviews - face-to-face
Semi-Structured
“Elite”

To assess the key barriers that have
a major impact on operational
excellence, quality and delivery

Interviews - face-to-face
Semi-Structured
“Elite”

Source: Original
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3.2.6.1 Interview Guide Planning and Development

Qualitative interviewing required a great deal of planning. Qualitative
interviewers have to work hard on the structure and flow of the interview (Mason
2005). In the absence of an interview guide or a set of questions, the interviewer
will have to ‘think on his feet’ and there is a risk of misalignment with the
research objectives. The interview needs to yield the data needed to answer the

research questions and close out the intended objectives.

Interview themes were derived from the localisation literature review conceptual
framework to provide a sense of direction. We recall that a question type for an
exploratory study normally contains ‘What’" or ‘Why’ and must generate
situational knowledge in the context of the oil and gas industry. More importantly
they need to focus more on lived experiences. The researcher met this intent in
deriving an interview guide and mapped each of these questions with the

associated research objective in Table 3.15.

Table 3.15: Interview Guide Questions

Research Objective Interview Guide

2 To identify the ‘localisation’ critical Q10 | What is your understanding and importance
success factors and barriers to of local content planning in the context of
increasing local content in the achieving localisation?

general context

Q12 | Can you tell me about HR training
programmes? Are they an important driver
to the success of localisation?

Q16 | In your opinion, to what extent do salaries
and benefits impact on localisation?

Q18 | What would you consider the main barriers
to localisation within the local labour
market?

Q19 | How would you think an organisations
characteristics are important in achieving
localisation?

Q23 | Describe what level of responsiveness is
necessary within the local subsidiary to
promote localisation and achieve targets?
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Research Objective

To identify and evaluate these
barriers to ‘localisation” and
whether they prevent localisation
targets being achieved by
engineering services contractors in
the oil and gas industry

Q8

Interview Guide

In your opinion, do you think that local
resources feel they have an awareness of
the private sector and what is required
regards skill sets to work in the industry?

Q9

What effect do you think expatriate failure
has on localisation?

Q11

What is the impact of expatriate’s attitudes
on successful localisation, or otherwise?

Qlla

Consider and frame your response to the
above question in the context of a local’s
attitudes on successful localisation?

Q13

How do you perceive the governmental
policy and attitudes of the government in
achieving localisation in both the private
and public sectors?

Q13a

What are your thoughts on whether the
government is more influential on either
the private or public sectors, or whether
there is equal bias?

Q15

What impact does the quality of an
undergraduate degree have on
employment of locals in (1) the public and
(2) the private sectors?

Q17

What are your views on ‘poaching’ of
resources between competitors?

Q20

Would you consider implementation of a
business strategy important in achieving
localisation of a subsidiary? How?

Q21

Would you consider recruitment and
selection as key components of the
localisation process in both (1) local and
(2) expatriate contexts?

Q22

Is there a compelling need for foreign
labour? Where?
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Research Objective Interview Guide

4 To investigate localisation drivers Q1 In your opinion, what would you consider
and their importance to the to be the main drivers in developing growth
engineering services contractor strategies for local subsidiaries?
industry

Q2 How do local government policies influence
localisation?

Q2a | What should a home country know about
these policies prior to introducing a local
subsidiary?

Q3 Do you see cost reduction as the most
important driver for localisation? Why?

Q4 Do you consider technical development as
a primary factor of localising a subsidiary of
a home country’s business? If so, why?

Q5 What is Social Responsibility to you?

Q5a | Do you consider this (Social Responsibility)
an important factor during strategic
decision making?

Q6 What is the importance of market
knowledge (indeed knowing what your
competitors are doing) prior to setting up a
local subsidiary?

Research Objective Interview Guide
5 To assess the key barriers that Q7 How important are the cultural values in
have a major impact on the host country in the context of a
operational excellence, quality and business entity’s start-up and delivery?
delivery

Q14 | What are your thoughts on delivery and
performance in relation to % of local
content?

Source: Original

The interview guide was modified from the first interview and anything which
seemed unclear to the interviewee, whether generalistic or indeed contextual
was subject to a further review and a revised guide developed for the next
interview. This iterative process developed to a final ‘revision 3’ cycle of the
interview quide. The final version of the interview guide is included as Appendix 2
of this thesis.
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The interview guide, through iteration, developed some probing questions which
had a letter suffix attached to ensure a coherent flow which was deemed
important to the researcher and helped reduced any bias which may be
considered inherent should an interviewer ask questions in different tones and
sequence to that intended for consistency. Each of the questions were designed
as a deep-dive into situational experiences of the ‘elites’ in two regards (1) the
localisation phenomenon - a generalistic view and, (2) the localisation

phenomenon - deployment in ‘Oilco’.

A pilot interview was carried out with a Business Development Director within
‘Oilco” to not only decide whether the questions were clear and gathering the
data needed, but also to get an indication of approximate time to complete the
interview. Pilot interviews are useful for testing the validity and reliability of the

questions (Saunders et al. 2012).

Harding (2013) states that the manner in which an interview begins will have a
crucial impact on the quality of data collected. Given that the researcher had
access to the senior executives and managers within the case study workspace
and the use of interview rooms, the interviewers were relaxed and had some
operational knowledge on the topics being discussed. This helped establish
rapport and avoid a simple two-way conversation which would have been lengthy

and perhaps not relevant and consistent with the desired objectives.

Open questions were used and carefully designed to ensure data collected were
in the correct context for the study. The use of open questions allows
participants to define or describe a situation or event and designed to encourage
the interviewee to provide an extensive and developmental answer, and it can be

used to reveal attitudes or obtain facts (Saunders et al. 2016).

A one-page interview protocol was developed which gave the interviewees some
study background and why the interview was being conducted and this was sent
with a copy of the interview guide to each of the interviewees when they had
agreed to participate. The interviewee was asked, within the consent document,
whether he/she agreed for the interview to be recorded and in all cases this was
positive. The information sheet and consent form is included as Appendix 1 of

this thesis.
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It can be argued (Saunders et al. 2016) that audio recording may adversely
affect the relationship between the interviewee and the interviewer (possibly
‘focusing’ on the audio-recorder rather that the interview process) and through
recording, this may inhibit some interviewee responses and reduce reliability.
However the opinion of the researcher is that the advantages of audio recording

heavily outweigh the disadvantages of this technique.

3.2.6.2 Sampling

There are two (2) main methods of sampling; probability and non-probability and

examples of these are shown in Table 3.16.

Table 3.16: Sampling Types

Simple Random Sampling Convenience Sampling
Complex Random Sampling Purposive Judgement Sampling
Cluster Sampling Snowball Sampling

Quota Sampling

Source: Original

Djebarni (2014) defines sampling as the process of technique of selecting a
suitable sample for the purpose of determining parameters or characteristics of
the whole population. Probability sampling can be further characterised as the
likelihood of each case being chosen from the population is known and normally
equal for each case (Saunders et al. 2012). In non-probability sampling quite the
reverse is common where elements don’t have a pre-determined chance of being

selected.

The type of information needed; time, availability and generalisability are the
main determinants for selecting a sampling technique. In the case of this
academic study, time takes precedence over generalisability; in addition,
information is needed from specific targets - “elites”. The selected sampling

technique is therefore non-probability sampling.
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It is known in advance that interviews will be conducted with “elite” members of
‘Oilco’ which directly opposes a probability sampling method. The intent was to
solicit opinions from considered experts within ‘Oilco’ who have had exposure to
the studied phenomenon - localisation, and indeed the application of local

content in the delivery and impact on operational excellence.

It is known through this non-probability sampling approach that the findings
from the study cannot be confidently generalised to the population. The intent is
indeed to take a generalised view of the localisation phenomenon and explore its
variables within the oil and gas engineering services industry concluding that

probability sampling is not preferred.

Following a review of the non-probability designs described in Table 3.17, it was
concluded that ‘Judgement’ sampling is appropriate to the study given that select
executives had been solicited from ‘Oilco’ and this was based on their experience
and likelihood that reliability of data allied with high quality assured the best

outcome from the exploratory study.

Table 3.17: Non-Probability Sampling Designs

Sampling Design Characteristics

To obtain information from members of the population

Convenience Sampling who are conveniently available to provide it

To obtain information from specific target groups who
Purposive are deemed the only ones to have it or conform to some
criteria set by the researcher

To obtain information from subjects who are most
Judgement advantageously placed or in the best position to provide
it

To collect information from a predetermined proportion

Quota (Purposive) of people sampled from different groups

Source: Adapted from Sekaran and Bougie (2010)
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According to Waters (2011), it is recommended for research that the selected
sample size be representative of the entire sampling frame. Given the nature of
this exploratory study and the intent to target a well-established and reputable
services contractor in the oil and gas industry and a select “elite” sample, then it
can be argued that this population is small; the experience of the researcher,
some 25 years with the case organisation and 30 years in oil and gas industry,
though a senior position in the business has been able to target and secure
interviews with high performing professionals to collect high quality qualitative
data. These individuals are known and well-respected and have the highest level
of knowledge in the company’s strategic decision making and strategic

approvals.

The individuals targeted carried a senior role within the business and had the
appropriate level of international experience given the phenomenon being
researched and belonged to an executive function, business development role,
human resource management function, or had some influence over delivery
strategies and how percentage of local content played a major role in the

strategic decision making in the company.

This further cemented the need for a non-probability sampling design with a final

choice of ‘Judgement’ sampling being deployed in this study.
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The list of participants and some of their key characteristics to support the above

has been included in Table 3.18.

Interviewee

Table 3.18: Study Participants

Position

Characteristics

Respondent 1

Business Development
Director

Long-term employee of ‘Oilco’ and over 25 years’
experience in oil and gas services contracting
(including engineering) with substantial
knowledge (international) in business strategies

Respondent 2

Chief Executive Officer
(CEO)

CEO of 'Oilco’ and the stalwart of the business
and over 25 years in the oil and gas business.
Core values role model. Exceptional knowledge of
business growth strategies internationally

Respondent 3

Global Engineering
Director

Over 25 years in the oil and gas industry and
commitment to engineering delivery and
assurance and ultimately delivering high-integrity
solutions worldwide

Respondent 4

Engineering Director
(Africa)

Long-term employee of ‘Oilco’ and over 30 years’
experience in oil and gas services contracting (all
functions) with substantial knowledge
(international) in business strategies and
execution plans

Respondent 5

Regional Growth
Director

Long-term employee of ‘Oilco’ and over 40 years’
experience in oil and gas services contracting (all
functions) with substantial knowledge
(international) in business strategies

Respondent 6

International Human
Resource Manager

Manager of UK and African corporate People and
Organisation team with international HR
experience and input to growth strategies
internationally

Respondent 7

UK and Africa Director

Long-term employee of ‘Oilco’ and over 25 years’
experience in oil and gas services contracting (all
functions) with substantial knowledge
(international) in business strategies — member
of board or Directors

Source: Original

109




3.2.7 Data Analysis

There is no one right way to do qualitative analysis; it is messy, iterative,
unpredictable, and causes disquiet. It can be argued as one-off, aiming at
validity rather than replicability. In summary, an analytical generalisability
through theory building rather than generalising to a population through theory
testing.

Data analysis can be described as the process of transforming raw data into
conclusions and the researcher decided, at an early stage, which particular
techniques would be adopted. This decision is based on the philosophical beliefs
of the researcher, allied with a chosen design methodology and strategy that will

achieve the objectives and answer the research questions posed in the study.

According to Miles and Huberman (1984), there are generally three (3) steps in
qualitative data analysis; data reduction, data display, and the drawing of
conclusions. This section deals with the former, and the methodology applied to
data reduction. Data display and drawing of conclusions will evolve during the

detailed data analysis section.

Sekaran and Bougie (2010) describe data reduction through coding and
categorization. Coding is the analytic process through which the qualitative data
that you have gathered are reduced, rearranged, and integrated to form query.
The purpose of coding is to help you draw meaningful conclusions about the
data.

There are many different examples of qualitative analysis to be considered but
given the nature of this exploratory study, there will be some suited and those

not so, to enable successful execution of the methodological intent.

Careful consideration has been given to the selection of analysis type to ensure it
provides the reliability required given that the researcher has some pre-defined
themes to explain the localisation phenomenon, as a result of a detailed
literature review using deductive theory. These themes were constructed in a
conceptual framework and an interview guide developed to assess these
variables in the context of the oil and gas industry within the engineering

services sector. This analysis, as pre-described, follows inductive/abductive
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theory and of course has to satisfy the ‘grounded theory approach’ concluded
earlier in the methodology. However, it is important to provide an overview of
the other types of data analysis considered due to some obvious overlapping,

and for completeness in this study.

The researcher finds Saunders et al. (2016) a useful umbrella that describes, in
some detail, various analysis types and has summarised these, providing key
characteristics from this text and other sources (Harding 2013; Mills and Birks
2014) for quick reference, in Table 3.19.

Table 3.19: Data Analysis Types and Characteristics

Type of Data Analysis Characteristics

The purpose is to search for themes, or patterns that
occur across a data set. It is not tied to a particular

Thematic philosophy. Standalone and not part of a theoretically
mounted methodological approach
Can be in the form of themes from literature or data.
Not strictly inductive unless template is surfaced from
Template

the data. Standalone and not part of a theoretically
mounted methodological approach

The emphasis is on building (or predicting) and testing

Explanation Building an explanation

Grounded Theory Part of a wider methodological approach. This is an

(Study Selection) emergent and systematic strategy

Not a specific analytical technique, such as Thematic or
Template. Not part of a theoretically mounted
Narrative methodological approach as with Grounded Theory. A
collection of approaches to analyse different aspects of
narrative

Focused on how individuals and groups use language in
Discourse social settings. Study of the manner in which language
is used to construct descriptions, stories and accounts

Described by some as quantitative treatment of
Content qualitative data. Underlying assumption is that more
mentions equals greater importance

Source: Adapted from Saunders et al. (2016)
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This exploratory study takes the interpretive philosophical approach as described
earlier and follows a structured, coherent, and well supported methodological
approach and as such any standalone analysis type (thematic and template) are
disregarded, although in their own right could be applied as part of any
triangulation strategy, if this was the preferred strategy. Thematic analysis would
likely give the desired results but the researcher prefers an approach which is

part of his theoretically mounted methodological approach.

Narrative analysis is disregarded as not really being an analytical technique, and
as this study is not testing any theory then explanation building analysis is ruled
out. Discourse analysis focuses more on, not what is being said, but how it is
being said and this, although relevant, is not the primary objective in this study.
Finally, content analysis is not considered due to its indirect congruence to
quantitative analysis and is considered quantitative treatment of qualitative

analysis.

The abductive analysis will therefore follow a ‘grounded theory approach’ as
highlighted in figure 3.19. This does form part of the researcher’'s wider
methodological approach and is an emergent and systematic strategy. It can be
considered prescriptive because it sets out a number of tenets or elements that
should be followed (Saunders et al. 2016).

The researcher commenced early collecting the primary data and set out to code
data at an early stage in the study. Indeed the conceptual framework derived at
the end of the literature review was a seamless stepping stone to coding of the
first transcript. Through the use of constant comparison of subsequent
transcripts with the literature review the researcher proceeded towards
theoretical saturation and to the development of theory application in the context

of the oil and gas industry services contractor delivery.

The exact nature of the grounded theory method procedures are varied between
texts and it is not the intention to discuss individual academics (Bryant and
Charmaz 2007; Charmaz 2006; Corbin and Strauss 2008; Glaser and Strauss
1967) views but to select a case that the researcher feels comfortable with.
Strauss and Corbin (1998) prescribe the use; open coding, axial coding, and

selective coding which is useful representation of a procedure to adopt in this
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localisation study. This approach to grounded theory method is shown in Figure
3.6.

Figure 3.6: Sampling and Analysis

Initial Sampling

Open Coding

Theoretical Sampling

Constant Comparison Axial Coding

Theoretical Saturation

Selective Coding

Grounded Theory

Source: Original
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3.2.7.1 Open Coding

All the interviews were recorded and transcribed by the researcher and these are
included in Appendix 3.1 to 3.7. These transcriptions were verbatim and each
one had the name removed to provide anonymity to the person interviewed. The
questions with responses were set out in chronological order under the

appropriate headings however the majority of filler words were removed.

This data was then disaggregated into conceptual units and provided with a label
(Saunders et al. 2016). The same label name was given to similar units of data
as taken from the transcript. Traditional and evolved grounded theorists referred
to this initial phase of coding as open coding (Mills and Birks 2014) and this is
the first stage in grounded theory. This process started early in the study as
interviews were completed and the full set of open codes from all interviews was

derived as shown in Table 3.20.

Table 3.20: Open Coding

# ‘ Code ‘ # Code # Code
001 Establishing Routes 049 Reputational Damage 097 Mentoring
002 Culture 050 Core Values 098 Lessons Learned

003 Local Government 051 Nat|or_1al|sat|on 099 | Held Back Development
Requirements

004 Interactive 052 Not Just Numbers 100 Potentially Lucrative
Engagement

Experience or getting

005 Lack of Respect 053 Right Skillsets

101 Degree Levels

006 Locca' Front-End 054 Frustration 102 Off-Handed Expat
ommitment

007 Ce'Ie.bratlons' & 055 Sanitised Western 103 Free-Market
Religious Beliefs Company
Head-Hunting or . .
008 Targeting 056 Quality & Delivery 104 Cheapest
009 Wealth Retained in 057 Corruption 105 Bad Practices

Country
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# Code # Code # Code
010 Gove_rnment 058 Focus of Government 106 Vast & Varied Policies
Consistency

011 | Industry Understanding | 059 Private Sector 107 Public Sector

012 Forced 060 Timescale 108 Localisation Disaster

013 Learn (Recruitment) 061 Lack of In_dlgenous 109 Badge of Honour

Skills (Degree)

014 Responsiveness 062 | Localisation Slow Down | 110 Competence

015 | Advisory Committees 063 Understar(lada:g)g (Oil and 111 Human Resources

016 Behaviour 064 Gurus 112 Jealousy

017 Tribal 065 Ethic Groups 113 Honesty

018 Poaching 066 Blame 114 Gain Market Share

019 Supply & Demand 067 Resentment 115 Not Interested

020 | Training Programmes 068 | Established in Country | 116 Entering (Country)

021 Social Rgspo_nsmlllty 069 Benefit Packages 117 Lucrative Position

Obligation

022 Willingness 070 Empathy 118 Safety Guarantee

023 Lack of Interest 071 Feel Proud 119 | Prepared to Walk Away

024 Team Ethos 072 Strict Policies 120 Not Tolerant Enough

. Developing or Potential

025 Modify Strategy 073 Market 121 Tax Laws

026 F”ghteA”WI:;’eStors 074 Gain Respect 122 | Acceptable Practice

027 | Develop Local Content | 075 Engagep\év(;g:eCorrect 123 Maximise Localisation
. Develop into Higher .

028 | Feel Part of Something | 076 L 124 Job Preservation

Positions
029 Failure 077 Training People 125 Communication
030 | Listen to our Workers | o7g | ~ Well-Established 1456 1 Get pricing Right
Policies
031 Drive 079 Barrier to Entry 127 Over-Onerous
032 Strategic Decision 080 Career 128 Impress the

Making

Government
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# Code # Code # Code
033 Frightens Them 081 | Recruitment & Selection | 129 | Small Market of People
034 Supply Chain Quality 082 Like Continuity 130 Knowledge
035 Awareness 083 Reward People 131 | Bought into Localisation
036 Change Mindset 084 Competlt!on or 132 Process Set-Up
Competitors
037 Fed-Up 085 Development 133 The Right Thing to do
038 Come do_\Fvonpfrom the 086 Maximise Potential 134 Pushed into a Corner
039 What Matters to Them 087 Money 135 Starting from Scratch
(Local)

040 University Alignment 088 Type of People 136 Relationships
041 Engineering Delivery 089 Technical Knowledge 137 Business Success

. . . Growth Opportunities
042 Succession Planning 090 Business Strategy 138 (Market)
043 Rough Patches 091 Compromise Core 139 Key Differentiator

Values
044 Cost Reduction 092 Hazardous 140 | Easier (to do it myself)
Balance (Cost, .

045 Delivery, Performance) 093 Planning 141 Targets
046 Foreign Labour 094 Sustainability 142 | Overseas Assighments
047 Tough Balance 095 Community Values 143 Help Environment
048 | Education Programmes | 096 Inflation 144 Positive Impact (On

Communities)

Source: Original
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3.2.7.2 Axial Coding

The next step of the process is to look for relationships between the categories of
data that emerged from the open codes. This gradual abstraction of concepts
which occurs in grounded theory is known as theory development and

constructivists may classify this as ‘focused’ coding (Mills and Birks 2014).

The researcher from previous literature review had pre-determined core
variables and as such, the often laborious task of open coding was arguably
made simpler through a reasonable level of generalisable knowledge of the

localisation phenomenon, and its considered variables.

Axial coding allows you to search for blends or combinations of categories, to find
patterns in attitudes on the subject, to compare text at different levels, or see a

category from a different viewpoint (Richards 2011).

The researcher at this point in the process referred back to the substantive
literature review to re-acquaint himself with the general view of the variables
linked to the localisation phenomenon and how the various academics perceived
the relationships between them. This iterative process of looking back during the
axial coding process helped further categorise the open codes but in the context

of this study.

The essence of this approach is to explore the localisation phenomenon in a
different environment (oil and gas services contractor delivery) through
consideration of the inherent environmental, cultural, technological, political, and
social factors. The conceptual framework developed at end of the literature
review is a good ‘go-by’ but the bottom-up coding from the interviews, the
primary research data, will detect the relationships between the contextual
aspects, or categories and the analysis section that follows in this thesis will

explain this.

From the above process, Table 3.21 is derived to gather the codes associated
with the perceived barriers to localisation. The same process was followed to
arrive at the interpretive list of localisation drivers using duplicated codes from

the same table.

117



Geographical Location

Table 3.21: Axial Coding

Local Labour Market

Leadership Techniques

033 Frightens Them 027 | Develop Local Content | 022 Willingness
039 | What Matters to Them | 034 Supply Chain Quality 024 Team Ethos
072 Strict Policies 082 Like Continuity 025 Modify Strategy
073 Developil\r/lmgri;tPotential 084 Cg?naf)teig?;rsr 028 | Feel Part of Something
078 WeII-PEosﬁgitéIsished 086 Maximise Potential 030 Listen to our Workers
079 Barriers to Entry 087 Money 032 Stratelﬁéckil?lzcision
121 Tax Laws 126 Getting Pricing Right 038 Come from the Top
127 Over-Onerous 129 | Small Market of People | 070 Empathy
135 | Starting from Scratch 130 Knowledge 071 Feel Proud
132 Process Set-Up 074 Gain Respect
075 Engagep;vgt;}eCorrect
076 Develop i.n_to Higher
Positions
083 Reward people
118 Safety Guarantee
119 | Prepared to Walk Away
120 Not Tolerant Enough
122 Acceptable Practice
123 Maximise Localisation
125 Communication
g| e e
131 | Bought into Localisation
133 The Right Thing to do
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Expatriate Adjustment Local Universities Language

001 Establishing Roots 035 Awareness 085 Development
023 Lack of Interest 040 University Alignment 136 Relationships
029 Failure 080 Career

031 Drive 088 Type of People

036 Change Mindset

037 Fed Up

049 Reputational Damage

115 Not Interested

124 Job Preservation

134 Pushed into a Corner

Laws & Policies Ethics Conduct/Practices

003 Local Government 057 Corruption 004 | Interactive Engagement

011 | Industry Understanding | 058 Focus of Government 009 Wealth Retained in

Country
026 Frighten Investors 105 Bad Practices 010 Gove_rnment
Away Consistency

051 Nationalisation 107 Public Sector 012 Forced
Requirements

106 Vast & Varied Policies 108 Localisation Disaster 060 Timescale

099 | Held Back Development

Work Permits Not Used Not Used

052 Not Just Numbers

059 Private Sector
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Local Subsidiary Cultural

Commitment Dimensions/Values
006 L(():cal Front-End 002 Culture 013 Learn (Recruitment)
ommitment
014 Responsiveness 007 CeIebrahggﬁeSftsRehglous 015 Advisory Committees
062 | Localisation Slow-Down | 055 Sanitised Western 019 Supply & Demand
Company
Experience or Getting
066 Blame 053 Right Skillsets
113 Honesty 061 | Lack of Indigenous Skills

Understanding (Oil &

063 Gas)

100 Potentially Lucrative

110 Competence
Qualification Standard Attitudes & Behaviours Ethnocentricity

101 Degree Levels 005 Lack of Respect 017 Tribal
109 Bad%ge";r:g)m”r 016 Behaviour 065 Ethic Groups
111 Human Resources 054 Frustration 067 Resentment

064 Gurus

102 Off-Handed Expat

112 Jealousy

Poaching ‘ Not Used Not used

oos | eaining o
018 Poaching
103 Free Market

114 Gain Market Share
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Core Values

Social Responsibility

Organisational
Characteristics

Strategic Delivery Success

021 Obligation 068 | Established in Country | 043 Rough Patches
050 Core Values 116 Entering (Country) 090 Business Strategy
144 Poscitci\:\fnizwnp;?icets§0n 138 Growtfgl\/loa;:)rpl)(cé;t)unities 091 Comp\r/c;mies;e Core
093 Planning
137 Business Success
139 Key Differentiator

Salary & Benefits

S

ocial Responsibility

Succession Planning

069 Benefits Packages 048 | Education Programmes | 020 Training Programmes

096 Inflation 094 Sustainability 042 Succession Planning

117 Lucrative Position 095 Community Values 077 Training People
142 | Overseas Assignments | 081 | Recruitment & Selection
143 Help Environment 097 Mentoring

141 Targets
Quality & Delivery Not Used Not used

041 Engineering Delivery

044 Cost Reduction

045 _ Balance (Cost,

Delivery, Performance)

046 Foreign Labour

047 Tough Balance

057 Quality & Delivery

089 Technical Knowledge

092 Hazardous

104 Cheapest

140 | Easier (to do it myself)

Source: Original
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3.2.7.3 Selective Coding

Strauss and Corbin (1998) suggest that after a lengthy period of data collection,
you will have developed a number of principal categories and related sub-
categories and the stage that follows is selective coding. Both traditionalists and
constructivists call this theoretical coding (Mills and Birks 2014). At this point it is
time to identify one core or principal activity in order to map the others to it. This
is the point to integrate the research. The previous stage mapped the open codes
to the categories and sub categories and this stage we start to recognise and
develop these relationships between the principal categories that have emerged
from the grounded research in order to develop an explanatory theory (Saunders
et al. 2016).

The themes drawn from this stage were compared and contrasted with the
conceptual framework derived from the literature review on a frequent basis to
ensure some coherency and alignment in the process and this helps the
researcher with any pre-analysis reporting style and presentation of the research

which follows in the thesis.

From the above process, Table 3.22 is derived to present the themes and
underpinning codes from previous axial coding. These themes are central to the

research study.

Table 3.22: Selective Coding

Localisation Drivers

e Core values

e Market Potential

e Technical Development
e Governmental Policies

e Cost Reduction
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A

- In-Country Knowledge - Barriers

Geographical Location
Local Labour Market
Leadership Technique
Expatriate Adjustment
Local Universities

Language

B - Governmental - Barriers

Laws and Policies
Ethics
Conduct/Practices

Work Permits

C - Local Content - Barriers

Local Subsidiary Commitment
Cultural Dimensions/Values
Skills

Qualification Standard
Attitudes and Behaviours

Ethnocentricity

Poaching

D — Strategic Behaviour - Barriers

Core Values

Organisational Characteristics
Strategic Delivery Success
Salary and Benefits

Social Responsibility
Succession Planning

Quality and Delivery

Source: Original
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3.2.7.4 Reliability and Validity

It is important that the conclusions drawn through the analysis are verified in
one way or another. Are they valid, reliable, and could they be replicated by
someone else using the same method. This research follows a strict protocol
from start to finish and there are various checkpoints throughout this chapter to
ensure the aim and objectives are fully aligned with the interview quide and that
the responses are coded adequately and themes drawn that answer the intent of

the research.

Validity and Reliability in the qualitative world have different meanings with
validity referring to the extent the research results (1) accurately represent the
collected data (internal validity) and (2) can be generalised or transferred to

other contexts or settings (external validity) (Sekaran and Bougie 2010).

This study used interviews following a review of other methods and how these
were suited to this research. A review of the localisation literature revealed that
the majority of the methods used to gather data were from interviews therefore
this seemed a valid choice to adopt. However, the sampling techniques varied
quite considerably, the sample of “elites” in this particular research helps provide
a quality of data that through other types of sampling may not have been
possible in the academic timeframe, or indeed have answered the contextual

questions posed.

The intent of this research was not to specifically transfer the research to other
contexts or settings but the rigorous approach to the study has helped build
upon the generalisable variables of the localisation variables which will be useful
to other academics in future research. The revised conceptual framework is also
a good grounding for future research within the oil and gas industry and through
the robust methodological and supported approach can be replicated in similar

delivery functions and used in a global oil and gas context.

Harding (2013) refers to validity as relating to the degree in which the research
findings are correctly grounded in the data. Mills and Birks (2014) posit that
grounded theory research is dependent on the researcher demonstrating rigour
through the use of techniques including demonstrating an ability to conduct the

research, ensuring philosophical and methodological alignment, and the correct
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application of essential grounded research methods. The researcher recognises
and complies throughout this methodological chapter of the thesis in providing a
structured and coherent narrative and as such a reliable set of processes in his
decision making. A hard copy audit trail of all materials used including
highlighted transcripts that align to the open/axial coding underpin this thesis
although not provided due to abundant nature of the documents.

3.3 Summary of Research Design

The researcher wraps up this chapter by referring back to the Saunders, Lewis
and Thornhill (2016) research onion where the journey started back in section

3.2. The final methodology is described holistically in Figure 3.7.

Figure 3.7: The Study Research Approach

ResearchType

(Applied and Exploratory)

Philosophy

(Interpretive)

Theoretical Approach
(Inductive/Abductive)

Method of Choice
(Qualitative)

Grounded Theory
Case Study

Cross
Sectional

Interviews
Grounded
Theory

Source: Adapted with changes from Saunders, Lewis and Thornhill (2016)
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CHAPTER FOUR: DATA ANALYSIS AND DISCUSSION OF THE FINDINGS
4.0 Introduction to Data Analysis

This chapter presents a detailed analysis and discussion of the primary data
collected from the ‘Elite’ individuals from ‘Oilco’ who are a leading incumbent in
the oil and gas services contracting industry. Using the qualitative methods

described in chapter 3, this research addressed the following five objectives.

1. To develop and validate a conceptual framework generated from the

literature review;

2. To identify the ‘localisation’ critical success factors and barriers to

increasing local content in the general context;

3. To identify and evaluate these barriers to ‘localisation’ and whether they
prevent localisation targets being achieved by engineering services

contractors in the oil and gas services contractor industry;

4. To investigate localisation drivers and there importance to engineering

services contractors in the oil and gas industry;

5. To assess the key barriers that have a major impact on operational

excellence, quality and delivery.

Localisation research in the oil and gas engineering services industry is scarce,
and through coding (open, axial, and selective) and a process of constant
comparisons of data across all seven interview transcripts, themes could be
drawn, interpreted, and compared/contrasted with the conceptual framework

from the literature review.

Additionally, the researcher provides supported individual thoughts during these
arguments based on his own experience in the oil and gas services industry, and
in particular the start-up of new business subsidiaries in developing countries,
where the localisation phenomenon is an important aspect in quality and
performance of the business. This analysis validated several aspects of the

conceptual framework and teased out the importance of localisation within the oil
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and gas engineering services organisation whilst identifying other emerging

factors in the process.

Four main themes, the perceived barriers, along with the perceived drivers for
localisation in the oil and gas services industry were drawn from the analysis and
these were concluded and presented in Table 3.22 in the preceding chapter. The
key themes are underpinned by sub-themes derived directly from the interview

transcripts.

The researcher did not prescribe the perceived drivers to localisation, as drawn
from the literature review, and when designing the interview guide the questions
were left open and flexible enough to gather data on both perceived drivers and
barriers. Furthermore the design encouraged some overlapping between
questions, drawing data that could be used constructively during the analysis
against a single, or multiple themes. This optimised the interview guide used in

the research.

There were a total of twenty-three (23) questions posed with some probing
questions in some cases to draw out the individual’s view on the drivers and
barriers to localisation in the context of the oil and gas services contractor
industry. The main objective of the research is to draw out the barriers and
drivers that have an influence in the oil and gas services contractor context and
as such this section analyses and discusses why they are considered influential

by the senior management and executives within ‘Oilco’.

Five tables of qualitative analysis for the perceived drivers and barriers themes
generated were developed to summarise important quotes from the interview
transcripts which helped the researcher provide a detailed discussion throughout

this section. These tables are included in Appendix 4.1 to 4.5 of this thesis.

Each of these themes are presented, analysed, and discussed in this chapter.
The chapter opens up with a discussion on the perceived drivers followed by a

subsequent discussion on the perceived barriers to localisation.

127



4.1 Localisation Drivers

The data collected drew evidence and perception regards the drivers to
localisation in the context of the oil and gas services contractor’s industry. This
type of industry is highly competitive and there is always a need to drive down
costs to become more competitive and the safety of people and the oil and gas
assets, including the environment, is paramount to success and reputation. It is
no surprise that ‘Oilco’ exhibits a strong set of core values, one of which is Social
Responsibility, and the need to promote the nationalisation of subsidiary

businesses in any of the countries in which she operates.

In identifying the perceived localisation drivers and why they are important to an
oil and gas industry services contractor (research objective 4), this particular
theme was constructed from pertinent data fed back through questions 1, 2, 3,
4, 5, and 6 in conjunction with overlapped responses that were derived from

interpretation of the questions constructed around localisation barriers.

Table 4.1: Responses - Localisation Drivers

Respondent = Core Values Gove_rnment Cost_ Technical Potential
Drivers Reduction Development Market

1 High Low Medium High
2 High Medium Low Medium High
3 Medium High Low High
4 Medium Low Medium Low High
5 Medium Medium Low Medium
6 Medium Medium Low Medium High
7 High Medium Medium Medium High

Scoring

Source: Original
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Table 4.1 summarises the conclusions drawn from the interviews which will allow
a quick comparison and contrast with the themes exposed from the literature
review. The researcher has provided a simple scoring based on the responses
where, (1) ‘high’ represents a factor that the respondent found key, or primary;
(2) ‘medium’ represents a factor that respondent thinks is important but may
not be the primary reason why and, (3) ‘low’ represents a factor that the

respondent perceives is a driver but of secondary importance.

The ‘simple’ scoring system introduced by the researcher depicts which is
considered the most important numerically, given that ‘high’ scores 3 points,
‘medium’ scores 2 points, and ‘low’ scores 1 point. This is of course skewed in as
much that there were no valid responses from respondent 1, 3, and 5 under the
factor ‘Potential Market’, however, by providing a weighting to number of
responses, then the most important factors that were derived from the oil and
gas executives responses are found to be (1) Core values; (2) Potential Market.

The researcher provides the following discussion.

The following were the drivers exposed from the interviews that were perceived
by the senior oil and gas executives the reasons why ‘'Oilco’ were localising their
subsidiaries in each of the countries they entered. These are listed in order of

perceived importance from the ‘simple’ scoring system adopted.

e Core Values

e Technical Development
e Government Drivers

e Potential Market

e Cost Reduction
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When compared to the literature review summary table, Appendix 5, there was
some overlap as might be expected and the themes drawn from the literature

review can be summarised below.

e Local Content Policies
e Cost Reduction

e Technical Development
e Corporate Strategy

e Cultural Alignment

e Local Market Knowledge

Table 4.2: Perceived Drivers Comparison Table

Primary Research Secondary Research

(Interviews) (Literature Review)

Corporate Strategy

Core Values

Technical Development

Technical Development Cultural Alignment

Government Drivers Local Content Policies
Potential Market Local Market Knowledge
Cost Reduction Cost Reduction

Source: Original

Table 4.2 has been developed by the researcher to quickly understand where the
literature has been validated in some respects. The table also shows where the
researcher considers the drivers from primary and secondary research align. For
example it can be seen that the researcher considers that ‘cultural alignment’ is
closely related to the ‘technical development’ of a local resource base; this is
described in more detail in the chapters that follow. Additionally, ‘local market
knowledge’ in the context of oil and gas industry is indirectly related in some
form to the context of ‘potential market’. The researcher argues that ‘corporate
strategy’, which was identified from the literature review as a driver, could

comprise of all of the drivers in a composite form and as such there was no
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evidence of this drawn from the primary research interviews concluded. On the
other hand ‘core values’ was an emotive theme drawn from the oil and gas

executive’s interviews which was not drawn out of the literature review.

From Table 4.1 and the ‘simple’ scoring system there is strong support that ‘Core
Values’ are at the forefront of the 'Oilco’ delivery strategy as a driver to
localisation. It is argued and justified in section 4.5.1 that aspects of the core
values can also be a compelling barrier to localisation. Core values go beyond
‘social responsibility’ although this of course plays an important part of the seven

core values of ‘Oilco’.

"From the Oilco’s perspective, part of their values is community and people so

REgapEE you know it increases the local opportunities in the local communities as well”

“"Absolutely, it is. (driver to localisation) Actually, because our core values do talk
about employing local people wherever we can. So I think, for us, it’s so

Respondent 2 important that we’ve built it into our core values...So it’s not doing good for the
sake of doing good; it’s doing good for the sake of sustainable business. It
makes sense. That’s why I would do it”

“"Secondary reason is the fact we have a core value which includes localisation
Respondent 3 and we want to have more and more people from that region doing the work as
it states in our core value”

"I actually think the most important factor is we have a responsibility when we

RESPOREEE 7 go into a country to build the capacity and capability”

This compelling collection of primary data in the oil and gas services industry
recognises this as the main, and emerging, driver within ‘Oilco’ for localising the

business.

From the primary research interviews, ‘Technical Development’ was considered
as the next important driver. It could be argued that this could be covered under
core values of ‘Oilco’. However, given the emotion and importance of this factor,
and the argument that different organisations have different core values then it
deserves special attention as a standalone factor. From Table 4.1, all
respondents commented on this as being a driver for localising. It can also be a
perceived barrier to localisation which will be found in section 4.5.6 of this

analysis and discussion.
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Over twenty (20) published articles from the literature review exposed this
theme as a significant driver to localisation. This research was concluded across
a number of countries including; US, Kenya, Nigeria, Hong Kong, Oman, China,
Saudi Arabia, Papua New Guinea, and UAE, and responses from the primary
research cements that this is a transferable driver to the global oil and gas

industry who are establishing business in many of these countries in any case.

“"Absolutely, technical delivery is a key service mmm that an organisation
Respondent 1 provides so the technical development of individuals into that role is crucial so
that our service provision is maintained”

“"Absolutely, I think it’s one of the main things we should do as a home company.
Respondent 3 We should be transferring our knowledge to the local workforce and training
them up to make sure their competent”

However, respondent 4 concluded that making money was perhaps more
important for localising but considers technical development probably comes as a

necessity rather than a driver.

The governmental influence is exposed from the interviews as the next important
and perceived driver to localise. From Table 4.2, the researcher has considered
this drawing parallels with ‘local content policies’” as described from the literature
review. However, from the primary research responses this is labelled

‘Government Drivers’ in the context of the oil and gas industry.

"Well there hugely important, because in some areas we find that we’re probably
Respondent 2 dealing with policies that make it untenable to try to set up a positive growth
story in a particular country”

"We need to understand it. It needs to be clear. We need to have somebody who
can talk us through it and we also need to know that it’s stable. We prefer to
Respondent 3 know its stable, it’s not changing, or we would like to know what’s coming in the
future. In Ghana, certain things weren't in place, but we knew they were coming.
Being aware of things helps us develop our strategy for getting into the country.

There is compelling evidence that government policy is a driver to localise given

the penalties in not doing so in a particular country.
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Arguably, good reputation of a company operating in a new country can far
outweigh these penalties and perhaps a continual increase in local content offset
against penalties for not achieving the targets is a fair compromise in delivering
the quality expected by the major clients. A good reputation with the
government is critical to success and this is discussed further in the sections that
follow which describe the government policies and attitudes as also being a

perceived barrier to localisation.

The literature reviewed exposed over twenty (20) journal articles that found
government policy as being a driver to localisation. Again these were across
several countries. The primary research carried out in this study validates the
literature review findings through six of the seven responses supporting

governmental drivers as a driver to localise.

The next most compelling and perceived driver is the Potential Market where
respondent 2, 4, 6, and 7, when asked what they considered the main driver for
a company to localise their business, replied pretty consistently that the size of
the potential market, or complexity of the market, and knowing who our
competitors are and what they do is key to deciding whether there is a drive to

localise and make a business profitable in a particular country.

Respondent 4 "I suppose looking at the size of the potential market in the country”

Respondent 6 "I guess it’s know who you’re competitors are, understand your customers”

“"Ultimately it’s about increasing the amount of work that we are doing in the

espaiiais 7 industry, it’s really as simple as that”

The CEO of 'Oilco” went on to say that ‘ultimately we are a business..we're
looking at the growth opportunities within a subsidiary’ and poses the question
whether it would be worth setting up a business to localise if we had not done
the homework to confirm that it was of any value and business would be
sustainable. Fayol-Song (2011) draws parallels with research of Lasserre and
Ching (1997) in concluding that some companies consider a driver to localise is
to gain local market knowledge. This theme was not directly related to the
context of the primary research and it could be argued that gaining local market

knowledge is not a primary driver of ‘Oilco’.
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Finally, although it was agreed that '‘Cost Reduction’ is a driver, there was little
evidence to support it was a key driver to localise and maybe more of a nice
side-effect to doing business in a particular country. The CEO was quite
descriptive in his response to this question when asked if cost reduction is the

most important driver to localise.

"No, I don't actually, I think for me it is about the sustainability of a business...I
Respondent 2 think the fact that it makes a lower cost business is a lovely side-effect of that,
but I do think social responsibility has to be the primary factor”

The researcher found only a handful of studies (Fayol-Song 2011; Lam et al.
2004; Hauser 2003) that considered cost reduction as an important driver to
localise which is proportional to the importance found during the primary
research which justifies this as a driver within the oil and gas industry and
validates this research and in summary Cost Reduction is included as a

secondary driver to localise.

Table 4.3 summarises the key findings on localisation drivers and where the
themes exposed from the literature review were validated through the field

research.

Table 4.3: Summary of Key Findings — Localisation Drivers

Factors Validated Emerging Factors

(Literature Review) (Interviews)

Government Policies (Local Content

Policies) Core Values

Cost Reduction Market Potential

Technical Development (Cultural
Alignment/Social Responsibility)

Local Market Knowledge

Source: Original

134



4.2 Perceived Barriers Theme A: In-Country Knowledge

The first key barriers theme to be discussed from the interviews falls under the
heading of In-Country Knowledge and relates to factors, as set by the
researcher, that consider a home country’s subsidiary country, the people,

environment, real estate, and leadership therein.

Figure 4.1 will help the reader understand the researcher’s thought process
underpinning this theme and how the sub-themes interrelate within the analyses

and discussion. There are six sub-themes discussed under this sub-section.

Figure 4.1: In-Country Knowledge Interrelationship Model

Al - Geographic Location

A2 - Local Labour Market

A3 - Leadership Techniques

A4
Expatriate
Adjustment
A5
Local A6
Universities Language

Source: Original
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In constructing these interrelationships the researcher considers a few high level

questions in the process, for each of the sub-themes A1l through to A6.

Can we do business in this country?

Is there an experienced local resource base?

Can we conduct business ethically?

Do we know how to get a multi-cultural team to deliver quality results?
Have we got the right mentors?

Do we understand the level of graduate knowledge?

NS u s e

Can we communicate at all delivery levels?

In identifying the critical success factors and barriers to increasing local content
in the general context (research objective 2) and whether they prevent
localisation targets being achieved by engineering services contractors in the oil
and gas services contractor industry (research objective 3), this particular theme
was constructed from pertinent data fed back through questions 2, 5, 6, 7, 8, 9,
10, 11, 14, 18, 19, 21, 22, and 23.

Table 4.4 depicts a high level summarised response to support all these sub-
themes as potential barriers to localising in the host country. The table also
identifies if any of these sub-themes are perceived by the interviewees to be a
driver to localisation and lastly, whether the barrier could, or could not be,

mitigated over a period of time.

Table 4.4: Responses - In-Country Knowledge

Sub-Theme Barrier Driver Time-lined
Al: Geographical Location Yes No No
A2: Local Labour Market Yes No Yes
A3: Leadership Techniques Yes No Yes
A4: Expatriate Adjustment Yes No Yes
A5: Local Universities Yes No Yes
A6: Language (refer analyses) Yes No Yes

Source: Original
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4.2.1 Geographical Location (A1)

The questions posed drew out this emerging factor which could be related to the
geographical location in which a company would conduct business. All of the
respondents agreed that this could be a potential barrier to localise in a host
country; however, respondent 1 stated that it may not be a formal barrier but

absolutely something we take cognisance of.

Four respondents (respondent 1, 4, 6 and 7) agreed that the maturity of a
particular market in that geographical location played an important part in
localisation. This was bourne out of experience in developing countries where
entering too early resulted in high investment costs in some countries and the

inability to draw upon a skilled resource base.

Respondent 1 "“...Other areas say for example Ghana is a developing market”

“"There are some that are well established, for example Nigeria, but then if you

Reggeient look at Israel there is a small proportion that actually understand what we do”

This is compounded in the Oil and Gas services engineering contractor’s industry
that are reliant on successful start-up and operation of oil and gas assets prior to
a service line being initiated and have to make reasoned strategic decisions to
time their entry at the correct phase of the oil and gas life-cycle. Through
experience, the researcher has found that entry into a market too early will
result in a lack of trained resources in the country and the need to employ
expensive expatriates which results in other inherent issues associated with local

content policies.

Respondent 3 made comment on the supply chain and what is acceptable
practice in a particular geographical location. If the supply chain in country is not
mature enough or able to align with the company ethical practices then this will

play an important part of you decision making process of entry.

"“You need to know what is acceptable practice in these parts of the world in
Respondent 3 terms of supplies as well because I think that would be part of your decision
making way forward”
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Some academics may feel that these; market maturity, supply chain, or unique
ways of working, in some countries are adequately covered under other factors.
However, the researcher supports this additional factor, in the context of the oil
and gas industry; this did not emerge from the literature review and the primary
importance given to this in a company’s strategic plan, and the emotion
exhibited by the interviewees around this aspect cement the need to have this as
a standalone factor in this particular stream of research, particularly when this is

a primary factor for consideration at the outset.

4.2.2 Local Labour Market (A2)

This sub-theme was investigated in the context of oil and gas market and
competition and not the individual resources availability and quality which are
subject to separate investigation under another sub-theme. The CEO of ‘Oilco’

had plenty to say in this respect and provided the following quotation.

“"We think that actually no matter how hard you try, it's almost impossible to
gain sufficient market knowledge without actually committing to being in a
market...we reckon it probably took 2-5 years to get to the point where you
understand the true sustainability of the market”

Respondent 2

Arguably, this indicates that although the local labour market is a barrier to
localisation, maybe we would still make the decision to enter the market based
on the assumption that we will never really know the market until we get in

there. This is supported through another response from respondent 7.

"“You can do it without knowing it, but you won't do it as quick as you should and

RSl 7 you won't be as competitive as you should”

Respondent 7 is indicating that there would be an investment cost to be
absorbed over the extended time to set up a sustainable business and without
adequate pre-planning and knowledge we would likely place ourselves into a
non-competitive position from the outset. This is supported by respondent 6 who
feels that knowing what the competition is doing will show us if there is room for

us in the market place.

Respondent 1 supports the above, strongly indicating that not knowing your local

labour market could be a costly lesson learned.
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"It’s hugely important; there are a lot of subtleties in the way people engage in
Respondent 1 the local market place...during set up you can make an awful lot of mistakes, you
can spend a lot of money”

Another important point raised by respondent 5 in reference to the tendering
phase of a contract was interesting as this process is completed prior to winning
work in the country. Lack of pre-planning and knowledge gathering around the
market would not position a company adequately during bid evaluations as they

would not really understand how the country works this part of the process.

“"It’s hugely important...knowing what happens on the ground. Knowledge of how
bids will be evaluated, what makes clients tick and governance...you can be best
technically in the world but if you don’t understand how the country works...the
client will look at you and say, this guy doesn’t understand my country”

Respondent 5

All respondents felt that not knowing the local labour market, whether maturity,
supply chain, or competition, was a key barrier to entering a country.
Furthermore, this prevented a company from localising their subsidiary as part of
the strategic planning process and to deliver services in line with the company

core values and in particular, the social responsibility core value.

This sub-theme has drawn quite a lot of attention, albeit from a human resource
element in a number of cases, from academics from 2003 onwards both from a
global perspective as well as country specific literature being produced relative to
Middle East (Oman, UAE), Papua New Guinea, and China (Al-Dosary and Rahman
2005; Lamki 2005; Muysken and Nour 2006; Bhanugopan and Fish 2007; Lam
and Yeung 2008; Randeree 2009; Swailles et al. 2011; Forstenlechner et al.
2014). However, the majority of these studies were biased towards public sector

attractiveness and not the labour market itself.

Lam and Yeung (2008) state that quality and performance is affected in areas
where there is high environmental uncertainty. Hauser (2003) identifies other
barriers which focus on areas where expatriates are going native as a cost
reduction initiative which can have a detrimental and non-compliant effect on
local content targets. Both of which could result in a strategic decision not to
enter a particular country. These particular barriers are some of the subtleties
described in the interviewee’s responses and as such validate this sub-theme

derived from the literature review.
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4.2.3 Leadership Techniques (A3)

The questions posed drew out a second emerging factor under this theme which
is related to the leadership skills and whether they are prominent in a country
where a company aspires to enter and conduct business as a local subsidiary or
entity. The researcher makes it clear that the context in which this sub-theme is
used in the research is in relation to inherent leadership skills in the local

subsidiary management team in-country.

All respondents confirmed this to be a barrier to localisation in the context that
lack of leadership skills with regard to local managers can easily result in local
HR strategies or HR tactical plans, in particular succession planning not be rolled
by or bought into which can easily lead to local content targets not being
achieved. More so, local content plans would be gathering dust rather than being

respected as part of the process.

Respondent 6 supports this impact through direct discussions about HR training
programmes; being a senior HR Manager herself she has openly visited countries
to complete audits and found many non-conformances in this area. When asked

if HR training programmes are an important driver to success she responded.

"“You know what, yes they are, but only if communicated properly and they are a
continuous improvement...If you go in and say you’re going to use this tool and
then forget about it, and then introduce it 18 months later, it’s like, I've already
done this and nothing happened”

Respondent 6

Respondent 4, 5 and 7 provide further support that the local management team
must buy into localisation and display the leadership style needed and lead from

the top.

"If you don’t have a local management team who have bought into localisation,
Respondent 4 whether it be from a legal point or because it is the right thing to do, you’re
never going to get there”

Respondent 5 “It’s hugely important and again it should come down from the top”

“If a local subsidiary doesn't believe in it, doesn’t drive it and make it happen, it
Respondent 7 won’t happen...need everyone bought into what you are trying to achieve there
and you need to drive it all the way through”
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The right approach by the leaders is imperative to success of a newly established
business entity. You want to get the right approach, the right willingness to be
part of a new organisation that is establishing and growing. The team ethos, the
culture, is extremely important (Respondent 1). This is supported by the
researcher who has over 15 years international experience and taken up
assignments in several countries, some of which being in the most challenging
environments; Kazakhstan, Nigeria, Gabon. The cultural norms in each of these
countries are vastly different and it was found during contract start-ups that the
level of leadership skills was not as advanced as expected, to the point where
additional expats had been mobilised at a cost to rectify high risk situations.
These lessons learned are vital for success of other opportunities to develop in
different countries. This draws parallels with having the correct leaders’ in-
country that have the ability to lead and manage a ‘realised’ business strategy

and react to change.

"I think it is really important that they are at the front end of the process and
Respondent 1 having the ability to modify the strategy as needed as well and refine it and
feedback lessons learned into the wider organisation”

On the counter side, and evident from the conversation with respondent 2, a
company must be careful not to have leaders who compromise the organisation
and its core values. The oil and gas industry is a high risk business and people’s
lives are at stake along with the safety and integrity of the operator’s assets.
Strong leaders are needed to understand change that may be driven externally
and to which a company (just) cannot comply without breaching the integrity of

the business.

"The rules change all the time so we should be saying — well, actually this is as
fast as we can possibly go, beyond that we cannot guarantee safety of the

Respondent 2 operation or maintenance of the core values therefore not going to do it...yes I
think it can have huge reputational damage if you’ve got people that don't
behave properly and don’t uphold the company values”

Respondent 3, 4 and 6 consider that respect and communication plays an
important part in the process. Indeed a senior executive of ‘Oilco” was emotive in
saying he wanted those people to feel proud of the company they are working for
and know we are looking after them. The researcher supports this and clearly, if

corporate HQ shows the respect for the local management then this have a
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cascade effect across the local entity in displaying empathy and instilling mind

set changes within our local leaders.

"They need to gain the respects of the people that are there and change the local

Respondent 6 mind set”

Respondent 3 “It’s having an empathy with people there and helping them”

In summary, the above supports the need to add leadership skills in this context
under the theme of in-country knowledge. It is important that the corporate
company have an idea of the leadership qualities that may or may not exist in
the country to understand what plans have to be included as part of the entry
strategy to the country. It may mean bolstering up management via expatriates
which comes at a higher investment cost and this has to be recognised early and
built into budgets to ensure the correct level of commitment is put in place in

compliance with any localisation drivers set.

4.2.4 Expatriate Adjustment (A4)

This next sub-theme drew a lot of discussion with full agreement that this was a
real barrier to localisation in most countries. The researcher intentionally labels
this sub-theme as ‘expatriate adjustment’ but recognises that there is an entire
stream of research in this area and the intent is not to lead the reader to believe
that all the factors of the Framework of International Adjustment (Black et al.
1991) are relevant to this research. The context of this research needs to be
strictly aligned to meeting the objectives of the study and as such sees the

attitudes/failures of the expatriate when in-country as the main areas of analysis

under this theme of In-Country Knowledge.

From Figure 4.2, this research has focused on an individual in the role of an
expatriate mentor in-country. As such our interest is confined to the box labelled
‘individual’ within the ‘in-country adjustment’ box, although there is some
relevance and overlap in any previous experience an individual may have prior to

taken up an in-country assignment.
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Figure 4.2: Framework of International Adjustment
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Source: Black, 1.S., Mendenhall, M and Oddou, G. (1991)

It was concluded unanimously from interviewing that any failing of the expatriate
when acting essentially in @ mentoring capacity has a real adverse effect on

localisation and there were some strong quotes which support this.

“"Expatriate failure, absolutely...now even today, I come across people who just
Respondent 5 don’t want to know about it. That’s why it’s hugely important someone like you
gets in the middle saying, I have done this. This is what we can do”

"Quite often it is going to be the difference between success and failure. If you
Respondent 7 have got an expat who is just in job preservation mode and doesn’t want to
develop local content and actually deliberately holds them back”

However, on the counter, respondent 7 goes on to explain that if you have an
expat in the role who is really into it, then this can have a massive positive effect
on the locals. The researcher, through experience, can understand both sides of
this argument and refers back to the need for gathering this kind of knowledge;
where are our good mentors? Are they willing to travel and share knowledge in
other countries etc.? This supports the decision to have this sub-theme

underpinning in-country knowledge.

Indeed, Kobrin (1988), and further supported by Hailey (1993), concluded that
at least a core of expatriate managers are necessary to identify with the

corporate objectives. Mentoring is one of the key objectives in the oil and gas
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industry services contractor industry and of a company seeking to localise, which

validates this observation.

Potter (1989) commented on an expatriate’s attitudes being an obstacle to
localisation through these professionals assuming their own extended training is
essential to perform the job and they have financial vested interests in
maintaining local dependency on them. This is validated through discussions with
respondent 1, 2, and 3 who went on to add that skillsets are not getting passed

down due to a lack of interest/no interest in training.

"They are not necessarily establishing routes in the organisation or the local
Respondent 1 environment longer term...skKillsets are not necessarily getting developed or
passed down...so there can be a disassociation from the company”

"Yes, I think it can have huge reputational damage...don’t understand they have
Respondent 2 a mentoring responsibility, it can cause damage and resentment...we’re not here
to sustain jobs for expats”

"...they become aware of the numbers, the monies these people are getting.

REGaoEE & They’re aware of the lack of interest”

Respondent 3, 4, and 6 also commented on the effect that an expatriate can
have on a local employee. The locals have to feel part of the localisation process
and they like continuity. The researcher’s experience in this particular area of
mentoring and interaction can fully understand this. Sometimes the quick
turnaround of expats can intimidate locals who are described by Potter (1989) as

being impatient and ambitious.

"It’s their business, or their life and their career and we’re not looking after it...it
Respondent 3 frightens them I think just in terms of the contract, but how can they develop
when you've got all these people wandering in”

“"Failure. Yes, it would have an effect on localisation...they like to see, to feel they
Respondent 4 are a part of something...the one thing I've seen is that locals in the countries
that I've been involved, they like continuity”

"Yes, definitely...They need to gain the respects of the people that are there and
Respondent 6 change the local mindset into how we want to operate and what the business
goals are”

144



Hailey (1993) stated that there was pressure from local managers who were
frustrated at their role and status within the company and are resentful at the
continued use of expatriates. Although this was not extended to technical
specialists, the researcher observes some parallels here with the interview
conversations and certainly some support that there is an obvious barrier in this

respect that impacts in this study context.

Selmer (2004) mentioned that firms should be aware of potential pitfalls in
remunerating expats for localising their positions; this adopted expat attitude
this could lead to ill fate as localisation plans are accelerated and local’s may be
elevated to senior positions too early thus having an impact on quality and
performance. Rees et al. (2007) highlight that sabotage of the initiatives is a
concern, evident in the UAE but of course transferable in this context, and states
full cooperation is required from influential expatriates to achieve localisation
whose own job is undermined by localisation. These points further validate the

expatriate attitude as being a barrier to localisation.

In summary, the evidence from the primary data collected from the interviews
has a close relationship to the findings of the literature review and as such fully

validates that an expatriate’ attitudes or failings impact on localisation targets.

4.2.5 Local Universities (A5)

The quality of a university degree and skills mismatch was exposed during the
literature review and subsequently included on the conceptual framework. These
sub-themes are discussed later and underpin the theme: Local Content as the

barriers are considered directly relevant to an individual.

From the design of the question/s around this theme, the primary data offered a
little more depth into an emerging factor, the ‘local universities’ themselves
within a country. This was also considered a barrier to the oil and gas
engineering services contractor’s industry through validated positive responses

from the interviews. It is clear that this area was a particular concern to ‘Oilco’.

"I think they are very slow in some places especially when it’s a new industry like
oil and gas, to pick up on, making sure that the training and the universities are
aligned...lack of trained resources, lack of universities aligning with the type of
people that you actually need to hire”

Respondent 4

145



"It’s getting involved in health and education programmes and working in

REDIRTEERT 7 universities...absolutely”

Generally the main concern for the engineering services contractor’s industry is
attracting graduates to grow the local content of the engineering team with
suitable engineers and designers who have recognition of what brownfield
engineering modifications carried out on ‘live’ oil and gas assets entails. ‘Oilco’
has many examples where skilled resources just do not exist for the type of work

carried out by the company.

Respondent 7 answered in the context of the African region where the company
invested in training centres and safety shelters to provide graduates with
introductory knowledge of the business involved, along with safety training in
line with the company core values. This came at a large cost but led to award of
large contracts in the African region. Similarly, the researcher has a well-
established relationship with the Kazakh British Technical University (KBTU) in
Almaty, Kazakhstan and ‘'Oilco’ was a leading sponsor for the Student’s Charter
at the university. In addition, another part of the corporate business sponsored a
professor at the KBTU. These leading initiatives support the responses gathered

and transcribed from the interviews.

From the literature review and during development of the conceptual framework,
lack of awareness of the private sector was identified and it is argued that this
has a close relationship to this particular sub-theme; local universities. The
researcher considers that the importance of graduates to the growth of the
country is paramount and knowledge of the private sector and the oil and gas
industry is essential. Furthermore, the university curriculum should include
relevant material that aligns to growth of the oil and gas industry where in some

places oil & gas is a prevalent future industry.

Cohen (1992) concluded that the Kenyan government were attempting to
improve the effectiveness of technical personnel by increasing the graduate level

training programmes.

Al-Lamki (1998) distributed questionnaires to final year students from 4 colleges
including engineering and concluded the second highest scoring was they had a

lack of information or awareness of the private sector employment opportunities.
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In a later paper; Al Lamki (2005) stated that there was a lack of coordination
and planning between education, training and development and of the labour
requirements and goes on to say that there is a lack of skills and competency for
the private sector jobs, this is a major impediment to recruitment. Although this
research was centred in Middle East it is concluded by Al Lamki (2005) that these
lessons learned could be synergised with other industry in the private sector. The
researcher supports this work and, through his own research (Kazakhstan,
Russia, Caspian, Africa), and primary data collected from interviews (Africa,
Middle East) can confirm this still to be a major barrier to localisation today.
Bhanugopan and Fish (2007) along with Swailles et al. (2011) and Randeree
(2009) further supports this missing link between educational institutions and

the private sector from a Papua New Guinea and Middle East perspective.

The researcher concludes that this emerging factor; local universities merits a

separate sub-theme of its own underpinning the theme; in-country knowledge.

4.2.6 Language (A6)

From the literature reviewed there was no real discussion around language as
being a barrier to localisation and arguably, it may be accepted by most
companies that this is part of doing business in a new country. Indeed, the
primary research did not expose this as a perceived barrier although in the oil
and gas industry it continues to impede the speed of localisation and transferring

of knowledge in some countries.

The researcher draws upon an example in Kazakhstan where transfer of day-to-
day knowledge between designers and engineers was impeded greatly by the
local language (Russian/Kazakh/English) to the point where an investment was
made to employ a full time language teacher in the business and set a formal
calendar for training. A second example more recently in Gabon where the
budget for the contract did not include French speaking personnel and this was
impacting on the safety and integrity of the plant through poor communication.
‘Oilco’ was exposed to a large investment to mitigate this issue and protect its

own reputation in country.

The researcher, in providing these examples recommends that this sub-theme is

added as an emerging factor for completeness.
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4.3 Perceived Barriers Theme B: Governmental

The second key barriers theme to be discussed from the interviews falls under
the heading of Governmental and relates to factors, as set by the researcher,
that may be inherent in a country’s governmental sector and may influence a
corporate or local business entity to mould their operation in a way that may not
be suitable for their company to deliver a quality or indeed profitable business.
Indeed these factors may be a real road block to setting up a local entity in the

first instance.

Figure 4.3 will help the reader understand the researcher’s thought process
underpinning this theme and how the sub-themes interrelate within the analyses

and discussion. There are four sub-themes discussed under this sub-section.

Figure 4.3: Governmental Interrelationship Model

B1 - Laws & Policies

B2 - Ethics

B3 - Conduct/Practices

B4 - Work
Permits

Source: Original
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In constructing these interrelationships the researcher considers a few high level

questions in the process, for each of the sub-themes B1 through to B4.

1. Do these laws and policies prevent us from delivering a quality and
profitable business in that country?

2. Are these policies upheld in a fair manner?

3. Are the practices of the regional regulatory bodies aligned to the country’s
laws and policies?

4. Are we able to bring the correct level of competence into the country to

fulfil our training plans and nationalisation programmes?

In identifying the critical success factors and barriers to increasing local content
in the general context (research objective 2) and whether they prevent
localisation targets being achieved by engineering services contractors in the oil
and gas services contractor industry (research objective 3), this particular theme
was constructed from pertinent data fed back through questions 1, 2, 7, 13, and
18.

Table 4.5 depicts a high level summarised response to support all these sub-
themes as potential barriers to localising in the host country. The table also
identifies if any of these sub-themes are perceived by the interviewees to be a
driver to localisation (discussed later) and lastly, whether the barrier could, or

could not be, mitigated over a period of time.

Table 4.5: Responses — Governmental

Sub-Theme Barrier Driver Time-lined
B1: Laws and Policies Yes No No
B2: Ethics Yes No No
B3: Conduct/Practices Yes No Yes
B4: Work Permits Yes No Yes

Source: Original

It can be argued that Governmental factors are a driver for localisation and the
researcher supports this, however, the commitment to localise may go further

than just compliance to governmental policy or indeed law, to the point where
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Governmental factors can become a real barrier to localisation should there be a
lack of homework carried out by corporate HQ prior to entering a new country. It

is these barriers/factors that drew interest from the respondents in the study.

4.3.1 Laws and Policies (B1)

Laws and policies vary greatly from one country to another and need to be
considered adequately at the strategic planning stage. This was the view of all of
the respondents all of which have had experiences at a senior level with regard
to government influences in particular countries. There is a compelling case for

these laws and policies becoming a barrier for a number of reasons.

“"Certainly an area for consideration...there are some countries that have strict
Respondent 1 and quite developed policies for nationalisation and we absolutely consider that
in our strategy for starting an entity in country”

Respondent 1 goes on to state that it is good that the government’s bringing in
nationalisation requirements as localisation is very important. This can be

interpreted as the existing policies may not be clear to everyone. Indeed the

responses below support the view of respondent 1.

“If you compare the likes of Kazakhstan to Nigeria and Angola, there’s a
Respondent 4 complete disconnect. Some work, some don’t. They cause a lot of confusion
because there is no consistency in how they are actually applied, whatsoever”

"They are vast and varied depending on where you are. They can be at times a
barrier to entry because they can be over onerous when you come...Before I
think it is absolutely imperative; If you don't understand it you are going to get it
wrong and you only get one chance to impress the government”

Respondent 7

The responses above support the findings of Al-Waqfi and Forstenlechner (2014)
who concluded that the lack of clear governmental targets, ill-defined polices and

ineffective laws presented a real barrier to localisation.

A global services contractor such as ‘Oilco” must treat every country as bespoke.
Being successful in one country does not automatically mean you will be

successful elsewhere.

"There can be barriers there in terms of insistence, in some areas, of almost like
Respondent 2 a unionisation that guarantees continuity of work, where we can guarantee
continuity of work for people...interpretation of the local laws”

150



This interpretation of the local laws is important given a particular example in
one of the case study’s organisations regions where different parts of the country
governed in different ways so inconsistency (respondent 4) is prevalent in some

areas and must be understood thoroughly prior to entry.

It may not be a formal or primary barrier but absolutely something we should
take cognisance of. Respondent 2 on the other had supports these as being a

barrier.

The CEO of 'Oilco’ added that in some countries you could argue that it has
actually held back development and progress. He further states that previous
experience in Nigeria, for instance, has been the insistence on localisation and

work being done locally sometimes means work not getting done at all.

Some of the countries that ‘Oilco’” enters are dependent on foreign aid and this
could arguably lead to the corporate mindset whereby they feel they have a right
to employ expats to deliver their own business. This can lead to some friction
between the corporate or local entity and the government and a balance needs

to be found to prevent early reputational concern and barriers.

Cohen (1992) found from his work in Kenya that as long as donors continue to
fund complex projects they are going to insist on employment of advisors

(expats).

The literature review carried out prior to data gathering exposed themes around
‘foreign aid policies” and ‘legal frameworks’ and these were depicted on the
conceptual framework in the literature review section of this work. The interview
respondents spoke more around laws and policies and as such the researcher has
chosen this as the sub-theme under the governmental factors. There was
nothing exposed around foreign aid policies as being a barrier and this has been
categorised as policy in this respect. Additionally, the ‘regulations and attitudes’
theme exposed by academics and shown on the conceptual framework has been
split due to the nature of the responses from the oil and gas executives, with
regulations included under laws and policies and attitudes covered under conduct

and practices (B3).
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4.3.2 Ethics (B2)

The sub-theme of ‘ethics’ is singled out based on the nature of responses from
the interviews. It is intentionally separated from conduct and practices and is
contextualised in this study as how each country perceives its own integrity with
regard to the regulations set out and whether they are applied consistently in all

regions of a country.

"So whilst a country’s government may come in and say “we have zero
tolerance” for corruption”, if corruption is endemic within the practices in a

Respondent 2 country, then it’s something we have to be very wary of, that we don’t end up
going into a place where we simply can’t operate, because we choose not to be
involved in what are local customs and practices”

"Theyre developing a policy based on what they believe is an appropriate

el & timescale politically, to keep them in office”

"Kazakhstan is deemed a complete and utter disaster (localisation)...when
Respondent 5 they’ve analysed it, of the 50 billion spent, it worked out that 3% was spent in
country...The country is absolutely determined that it doesn’t happen again”

These responses support ethics/bad practices as an emerging factor from an
analysis of the interview responses; it could be interpreted that a company
cannot rely on a government acting honestly or with a high degree of integrity
and perhaps it could be argued that getting to know the government may be an
initiative that could help position the company and succeed in localising a local
business entity, in compliance with its own core values. There is some support in
this practice from Swailles et al. (2011) where they conclude that active
collaboration between government and a private organisation will promote
localisation. Further support from Fayol-Song (2011) exists from the literature
review and concludes that good relations with the government will help mitigate

this perceived barrier to localisation.

The researcher draws on his own experience in this area and refers to an
example of drawing closer to the government in Atyrau, Kazakhstan and the
agreement drawn up to bring in public sector employees into ‘'Oilco’ and train
them from the lowest level. This proved a success and today we have some of
these people in senior roles within the local subsidiary. This initiative

strengthened relations with the government who, through this continued
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commitment, worked together with ‘Oilco’” to improve and strengthen, or even
understand how the oil and gas business operates and whether particular local

policies were realistic in the private sector.

4.3.3 Conduct/Practices (B3)

It can be argued that the theme of conduct/practices could be included as a
barrier under ethics but again there was a compelling response from the ‘elite’
sample that the conduct and practices of the government had more influence
than purely just a breach of integrity. It was recommended through this study to

list this as a separate sub-theme and factor of localisation.

The researcher’'s own experienced observation and direct dealings with the
government in the Caspian region exposed that in addition to inconsistent
messaging and policies that were sometimes misunderstood by the government
themselves, there was a real disconnect between different regions of the
country. Furthermore, it was evident as a government party was nearing end of
term that they were happy to go on a good note and as such maybe apply more
pressure to private companies to get there numbers up (respondent 2) with
regards to local content. There is some support to this in Sadi & Buraey’s (2009)
work in Saudi Arabia where they found that almost all interviewed exposed an
overwhelming rejection of the idea of forcing a policy even although policy

implementation was unsuccessful in the private sector.

"I think a lot more interactive engagement would be good to look at training and
Respondent 1 development and ways of skillsets gaps filling...sometimes it just defaults to %
and numbers”

"The government has a direct influence on the public sector because normally it
is the funding mechanism for the public sector...but at the end of the day, we’re
the service provider to a customer, and the customer probably has a more direct
relationship with the government”

Respondent 2

The view of respondent 2 can be challenged through direct influences from the
government to the service contractors’ bourne from experiences over several
years where the service contractors have been fined for not meeting the local
content targets on an annual basis. It is true the client can directly influence the
government by the threat of non-investment but the researcher is quick to point

out that service contractors do not have this foothold with regard compliance and
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this practice should be understood and mitigated during the strategic planning

stage.

Other conduct or practices that should be understood and may be barriers to
localisation include; (1) the lack of knowledge the government has in the private
sector such as oil and gas and as a result they do not involve the private sector
in the setting of localisation targets. This was a view fed back through
respondent 4 and in some ways validates Bhanugopan & Fish (2007) who
conceded that the government did not have significant impact on its objectives
and that it was unclear if it was the governments or private company’s
responsibility for localisation target compliance. (2) Forcing the private
companies to solely commit to investing in training facilities at a large cost rather

than helping subsidise such initiatives and this was a perception of respondent 7.

"There are places who leave it to us and expect that we are going to take the
cost...so governments have to take a key role in driving...I don’t think a lot of
governments really have clear thoughts on policies around that if I am being
honest”

Respondent 7

Conduct and practices such as these create large costs for private companies and
their subsidiaries and this may lead to a company cutting losses and exiting a

particular country if not considered in their overall strategies.

On the counter side, the researcher recalls an initiative that the case
organisation invested in to provide an engineering training classroom specifically
designed around oil and gas processes and this was installed in a leading
university. The kudos that followed helped convince the government that ‘Oilco’
was serious about localisation and this opened doors in this respect for the

company to operate successfully in the country.

In summary, there are many conducts and practices in addition to a
government’s breach of ethics and integrity that may cross-fertilise across
different regions of a country that could cost an company a lot of money. These
present barriers to any nationalisation goals and should be considered separately
by senior executives prior to any decision being taken on entering a particular

country.
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4.3.4 Work Permits (B4)

Finally, a factor is introduced by the researcher who, as an experienced observer
recently in Africa and in particular Nigeria and Gabon, provides an example
where the length of time to gain approval from the government for a work permit
had serious delays in recruiting expats with the knowledge to train the local
engineers. Al-Dosary and Rahman (2005) points towards the downturn in
number of visas as proof of localisation policy success, however, based on the
examples from ‘Oilco’, this is an area that really needs to be understood by
senior managers and planned when setting strategies to enter new countries.
There are many factors at work that affect the ability to get approval for work
permits and this causes great strain on the business and leads to non-delivery,
poor quality, and reputational damage if not handled carefully. This emerging
factor is therefore argued as an important sub theme under the governmental

barriers.
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4.4 Perceived Barriers Theme C: Local Content

The third key barriers theme to be discussed from the interviews falls under the
heading of Local Content and relates to factors, as set by the researcher, that
consider the factors specific to the local resources (nationals) of the country in
which a corporate company need to recognise and understand prior to setting up

a business entity in a particular country.

Figure 4.4 will help the reader understand the researcher’s thought process
underpinning this theme and how the sub-themes interrelate within the analyses.

There are seven sub-themes discussed under this sub-section.

Figure 4.4: Local Content Interrelationship Model

C1 - Local Subsidiary Commitment
/Responsiveness

C2 - Cultural Dimensions/Values

C3 - Skills

C4 - Qualification Standard

C5
Attitudes & Eth C6t it
Behaviours nocentricity

c7
Poaching

Source: Original
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In constructing these interrelationships the researcher considers a few high level

questions in the process, for each of the sub-themes C1 through to C7.

1. Can we empower a local business entity through a committed in-country
leadership team?

2. Do we understand the culture in the country we wish to enter?

3. Is there an existing skillset that we can draw upon in our area of
expertise?

4. What is the level of education standard in that country?

5. Do the local resources exhibit the type of behaviour required for our
business and will they interact with expats?

6. Do our competitors support localisation of that particular country?

In identifying the critical success factors and barriers to increasing local content
in the general context (research objective 2) and whether they prevent
localisation targets being achieved by engineering services contractors in the oil
and gas services contractor industry (research objective 3), this particular theme
was constructed from pertinent data fed back through questions 1, 7, 8, 9, 11,
15,17, 18, 19, 21, 22, and 23

Table 4.6 depicts a high level summarised response to support all these sub-
themes as potential barriers to localising in the host country. The table also
identifies if any of these sub-themes are perceived by the interviewees to be a
driver to localisation and lastly, whether the barrier could, or could not be,

mitigated over a period of time.

From Figure 4.4, it is seen that both sub-themes ‘attitudes and behaviours’ and
‘ethnocentricity’ have been overlapped, this is intentional and although it can be
argued that ethnocentricity is a behaviour of an individual, the researcher
through his own experienced observation has chosen to discuss this sub-theme

separately due to the influence this particular factor has had in part of ‘Oilco’.
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Table 4.6: Responses - Local Content

Sub-Theme Barrier Driver Time-lined
C1: Lo_cal Subsidiary _ Yes No Yes
Commitment/Responsiveness

C2: Cultural No
Dimensions/Values Yes No

C3: Skills Yes No Yes
C4: Qualification Standard Yes No Yes
C5: Attitudes and Behaviours Yes No Yes
C6: Ethnocentricity Yes No No
C7: Poaching Yes No No

Source: Original

4.4.1 Local Subsidiary Commitment (C1)

‘Local subsidiary commitment’ was seen as an important factor to success of

localisation from the majority of interview responses.

An early paper by Kobrin (1988) found that local managers in some companies
had a lack of knowledge and identification with corporate or global objectives and
this was having a real impact on the local objectives alignment. In addition, Al-
Lamki (1998) states that a lack of awareness of the private sector was a factor
exposed in impeding localisation as the local resources had no idea if their skills
matched the needs of the private companies. Both of these could be resolved
through more commitment and an appreciation from the local management of a

subsidiary, this can be validated from the interview responses.

"I think in many ways the local business has to be at the front end of it, it has to
be driving the process in many ways...and having the ability to modify the
strategy as needed as well and refine it and feedback lessons learned to the
organisation”

Respondent 1

"It needs to be 100%, if it’s not then I think the laissez-faire attitude will
Respondent 3 develop...no, absolutely you want to see them driving. You want to see their
faces coming up and saying, we can do this”

"That’s critical. If you don’t have a local management team who have bought
Respondent 4 into localisation, whether it be from a legal point or because it’s the right thing to
do, you're never going to get there”
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“It’s vitally important isn't it? If the local subsidiary doesn’t believe in it, doesn’t
Respondent 7 drive it and make it happen, it won’t happen...need everyone bought into what
you are trying to achieve and you need to drive it all the way through”

These responses conclude that communication of objectives is important to
ensure alignment between all levels of management from the top down.
Sometimes in the oil and gas industry and multi-functional services lines there
are inherent multiple layers of management and perhaps the objective setting is
not really aligned and this has dangerous consequences as local subsidiaries are
left to perceive the global objectives of the company. If the global objective is
nationalisation of a subsidiary then the senior managers need to buy into this
and local managers need to accept that expatriates will be coming onboard to
develop the knowledge of the local resource base. The researcher draws on an
example when starting up a new engineering entity within one of its clients site
and there was real push back from locals when they saw that the manager of the
office was an expat. Neither the objectives of the site office or the mobilisation of
an expatriate manager was communicated as one of the localisation objectives

and this caused real friction internally.

The work carried out by Fryxell et al. (2004) concluded that the perceptions of
the planning aspects differed between line managers and some trust had to be
instilled in local managers. The researcher interprets this to be down to poor roll
out of objectives and communication and supports the practical example above.
This academic work although conducted in China is arguably transferable across

countries from evidence gathered from the oil and gas executives interviewed.

This commitment extends back across to the government and understanding
their requirements and of course developing a relationship on trust and respect

from both parties for the good of development of the economy.

"It’s goes back to the social performance part. Following the correct government
policies and working with the correct government bodies to ensure that we're
meeting legislation. We listen to our workers, I guess it’s just communication
that is key”

Respondent 6

Respondent 6 validates previous work carried out by Al-Lamki (2005) and
Swailles et al. (2011) who concluded the importance of collaboration and

commitment of the local management team to succeed in localising a business.
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The UK and African Business Director of ‘Oilco’, interestingly, chose to answer in

the context of change and core values.

"There is a definite need for responsiveness and flexibility to say if we need to
slow down our localisation, this is what it would look like. If we need to speed it
up then this is what it would look like and the team not be wedded to say 'we’re
the victims because somebody changed the rules’..ultimately, be prepared to
walk away if somebody says — no, we insist...we’re not going to do it because it
will break the core values”

Respondent 7

The researcher, being an experienced observer in a number of different countries
feels comfortable in saying that the correct local manager is in place when they
respect and fully understand the core values, understand the corporate
objectives and how there interact in delivering operational excellence in their
own country. This cements the researcher’s opinion that local subsidiary

commitment is crucial factor in localising a local business.

4.4.2 Cultural Dimensions (C2)

Cultural Dimensions, Values, or indeed Novelty will of course play a major part in
delivery of operational excellence in any country where multi-national resources
are required, or indeed where nationalisation is a key driver of a corporate
business. This is a specific area of research and the intent is not to cover this in
the thesis but only to expose the key discussion around this dominating sub-

theme that underpins the main theme of Local Content.

It is no surprise that this sub-theme is a real barrier to localisation success and
all of the respondents confirmed this. The researcher recalls some of his previous
work in this area to validate some previous academic work whilst interpreting the

responses from the oil and gas executives.

"Cultural values have to be recognised...I have just learned that in the Lagos
office we have a national dress day on a Friday...I think it’s important that
holiday’s, celebrations, and religious beliefs of the local population are
considered. We can't just be a western type company and be dammed”

Respondent 1

The researcher draws upon an example in Kazakhstan where corporate and local
management agreed that the religious holidays must be taken by expatriates and

an event held at company’s cost to celebrate the tradition. This had a remarkable
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positive effect on morale and brought nationals and non-nationals closer

together.

The CEO of 'Oilco’ comments on importance of cultural values being translated
on the ground and the researcher interprets this as not paying lip service to

cultural aspects of our delivery.

“"However, from experience, actually, when it comes down to it, there are very
few countries that don’t want to have a reputation about peoples welfare,

Respondent 2 concerned about honesty, and ethics within a business...however,, what comes
through in practice, these high stated ethical considerations may not be
translated on the ground.

It can be argued that it is harder to change the cultural values of a country than
it is to mould the local entity and organisation culture around the country you
want to deliver your services. In the first instance you need to understand the
values in the country you are entering. This is supported in some way from the
response below solicited from the ‘Oilco” Technical Director who has abundant
international experience and has been accountable for success of many

subsidiary engineering centres globally.

“"Fundamental, absolutely. It's very hard to change the cultural values of a
company...therefore you have to be aware of what they are...I think it’s really
important that you have sat down and thought about it...like Nigeria will be
different in different regions, what matters to them, how does that fit with our
cultural values...we buy companies overseas but we don't really understand their
culture”

Respondent 3

The researcher draws parallel with this response through previous academic work
with the Robert Gordon University. This work helped solve a puzzle in
Kazakhstan where the researcher was based for several years’ in the capacity of
Engineering Manager. Some cultures are more difficult to adjust to than others.
The underlying values that determine the way business is done are more
different from UK norms in some countries than in others. Arguably, an
employee going to Kazakhstan will have tougher time, and the learning curve will
be longer, than an employee going to Australia. The researcher had identified
gaps and contradictions within the literature with regard to the socio-cultural
dimensions (Hofstede 1980, 1984, 1994) of Kazakhstan, and gained agreement
from Professor Hofstede to distribute a Russian version of his VSM 94

questionnaire in order that the social-cultural dimensions of former USSR country
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Kazakhstan could be calculated. The questionnaire was translated into the
Russian language and distributed to all the Kazakhstani host nationals. The
feedback was excellent with a return of forty-five (45) questionnaires, which
more than validates the request by Professor Hofstede that between thirty (30)
and fifty (50) questionnaires, from a similar age group within one organisation,

would be required to provide a good validation.

From the responses, the researcher calculated the five social-cultural dimensions
for Kazakhstan to provide information not previously available, or contradictory,
within the academic literature. This information provided a means of comparison
of the cultural toughness of Kazakhstan, with that of the home country UK. This
led to several changes in the operational strategy and helped align the cultures
of both the home and host country. ‘Oilco’ business entity in Kazakhstan is now a
leading engineering services incumbent in the country with a good reputation for

delivery high quality through an optimised local resource base.

Respondent 4 states that not a lot of thought is given to cultural values but

agrees the importance in the drive for localisation.

“"Extremely important. Understanding the thought process of business people in
country that you are entering is very very important...we tend to have the focus
on the market, the size of the market, the potential business rather than the
actual cultural values”

Respondent 4

The responses solicited from the interviews and the researcher’s previous studies
and examples validate a lot of the conclusions from previous academic work and
themes exposed during the literature review. Yu (2005) concluded that the closer
the cultural values of the home and host employees then the greater the
satisfaction of the management in country. In terms of performance, it was
concluded by Bhanugopan & Fish (2007) and Lam & Yeung (2008) that home and
host cultures should complement each other and that these cultures should be
understood and the pressures within and how it is manifested to change

inappropriate performance.

The remaining respondents cement the importance of cultural values in the oil

and gas services industry where people are the only assets in ‘Oilco’.
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“"It’s really important because we need to consider how that culture operates in

REGITREERT O order for us to achieve our business goals and a successful start-up””

"I think they are very important. You have got to understand where the culture
impacts on the business, where it potentially impacts on things like our ethics
policy...if you are somewhere like Asia for example, the way you handle their
business card can either make or break a deal”

Respondent 7

These responses validate the work of Al-Waqgfi & Forstenlechner (2014) who
concluded this incompatibility of cultural norms and how it impedes localisation.
Indeed there is an abundance of support, from a number of different countries,
that cultural norms are a key, and transferable, factor that commands respect in
the strategic decision making process within a corporate and local subsidiary if a

company is to achieve operational excellence.

4.4.3 skills (C3)

All of the respondents agreed ‘skills” was a contributory factor and impediment to
localisation. A resource base that is abundant and has the skillsets needed to
deliver a company’s service is imperative to success. Pre-planning and
understanding the marketable resource base seems obligatory but more often

than not it is not paid particular attention early enough.

“"Main barrier to localisation. I think the primary thing is skillsets and knowledge
and experience”...there are a number of things, you want to get the right
skillsets, the right capability or the people with the potential to develop there
under a training programme”

Respondent 1

"I accept that in some countries there may be a lack of indigenous skills that the
only way to actually bring that in is to bring in skills from the outside that
country...this should in most cases not be a permanent solution. It should be a
way of upskilling the locals”

Respondent 2

"Competence of the people, confidence that they can do the work or learn to do

Respondent 3 the work”

Almost all the responses indicated that lack of skills or indeed a mismatch of
skills was a primary barrier to localisation. This mismatch is arguably down to
many different factors, for example, the government, the private sector and
academic institutes are maybe not aligned and universities are churning out
students with a skillset that is void of the skills needed in the private sector. This

is a particular issue in the case of the oil and gas services sector and more so the
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operations and maintenance functions of the oil and gas sector. Some of the
more developing countries are still teaching the students oil and gas reservoir
and drilling aspects when they should be evolving to the operational aspects as
the oil and gas industry matures. The researcher argues that this may be down

to the professors themselves and lack of knowledge in these areas.

This validates some of the academics work exposed during the literature review
where skills mismatch between the education system and the private sector were
concluded as a barrier to localising the private sector industry. These studies
(Potter 1989; Madhi & Barrientos 2003; Muysken & Nour 2006; Swailles et al.
2011) were carried out across UAE, Oman, and Saudi Arabia and referenced
globally so there is adequate evidence that this is transferable to an oil and gas

services delivery in developing countries.

The researcher in his senior management role for ‘'Oilco’ introduced a ‘local
content’ and ‘relationship building’ sponsorship initiative to support KBTU and
was invited to review under-graduate degree programme curriculums to identify
opportunities that will help support the future Brownfield Engineering Services
element of the Kazakhstan Oil and Gas Industry. Additionally he also worked
closely with KBTU in the understanding, and development, of ‘tailored’
engineering and Project Management lectures, with a common sense and
practical approach to engineering, and delivered these lectures in the Almaty

based University.

The Dean, of the Masters Programme Department, KBTU stated “These initiatives
will greatly assist our staff, students and other University Partners over the next
five years, and the KBTU is grateful to ‘Oilco’ Management for their increased
support and this sponsorship will clearly strengthen our mutual cooperation over

the coming years”.

The value of these evolving long-term initiatives will be realised through time;
But in the short-term ‘Oilco’ has developed programmes successfully which is
evident in the continued increase in local content. Respondent 4 and 5 validates

this type of initiative.

“"Main barriers - lack of trained resources, lack of universities aligning with the

RESIRIEERT type of people that you actually need to hire
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"I think universities due to their various advisory committees that they have,

REOREEE 5 international companies on their advisory committees, might highlight the need”

Respondent 5 appears to validate the work of Al-Hamadi et al. (2007) who
conclude that management committees that promote private sector training will

mitigate the impediments of localisation.

Al-Dosary (2005), Bhanugopan & Fish (2007), and Al-Waqgfi et al. (2014)
consider inadequate work skills and deficiencies in the education system as the
main barriers to localisation due to lack of trained resources for entry to the
private sector and the feedback from interviews validates this in the context of
this study.

In other cases the skillsets are just not there. In the case of the oil and gas
industry some areas are just not developed enough and it is not the right time to
enter. Israel; respondent 7 says, the skills are just not there so it is about taking
in foreign workers. Arguably, this does not prevent entry but a company’s
strategic plans need to include the high investment cost of using expats from day
one, within their pricing strategies. The researcher argues that some countries
may be too slow to realise the skills mismatch across the private sector. Indeed

this draws parallels with respondent 4 who responded in relation to Kazakhstan.

"I think they’re very slow in some places, especially when it's a new industry like
oils and gas, to pick on making sure that the training and the universities are
aligned with the requirements of the industry. The local resources, I don't think
very, very rarely get the big picture”

Respondent 4

In summary there is compelling evidence to have ‘skills’ sub-theme underpinning

the main theme of local content.

4.4.4 Qualification Standard (C4)

A ‘qualification standard’ sub-theme has been highlighted and is considered
standalone from ‘skills’. Whereas the skills of the available resource base and the
skillsets of the graduates, in terms of whether they meet the requirements of the
private sector, i.e., the oil and gas industry could arguably include qualification

standard it is suggested that this sub-theme is justified given the nature and
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emotion of the senior executives responses that are bourne out of practical

experiences and lessons learned over many years.

"mmmm yes, there is definitely different standards in terms of degree
levels...you cannot compare apples for apples necessarily mmm, in my

Respondent 1 experience a good degree in the UK is not necessarily matched by degrees
elsewhere in the world...the main barrier to localisation - I think the primary
thing is skillsets and knowledge...sometimes a degree isn't a degree”

However, it is argued by respondent 2, that the amount of work they actually
use from a degree is limited and is really only a ‘badge of honour’ to say they are
capable of learning. The researcher supports this argument given the nature of
the oil and gas industry and unique skillsets required in majority of the cases.
However, we cannot lose sight of the requirement for a sound set of first

principles when it comes to delivering a reputable engineering service.

From personal experience, the technical director of ‘Oilco’ chooses to respond
more in acceptance that this is a given and practical testing is likely required to
ensure we are getting people with the correct competencies. This is supported by

respondent 7.

"Well we've both got experience of when the undergraduate degree is not a
reflection of the quality of people...I think you need a degree to show the level,

Respondent 3 but you also need to test them to make sure they are competent to do it...I know
Robert Bell from structural used to give them test...that’s going a bit far, maybe,
maybe not”

"It doesn’t stop us hiring, it probably means depending on the quality of it, we
have got to put in more or less training to get an individual up to the level we

Respondent 7 want them to be at. An awful lot for me Jeff depends on the behaviour and
attitude of the individual you bring in and not necessarily the quality of the
degree they have got”

‘Oilco’ has a reputation for high quality engineering therefore high quality
resources are needed to deliver the service supporting the above. Forstenlechner
(2009) concluded that the schooling in the UAE was quite weak and that the
quality of degree was not to an adequate standard although this may have been
down to the short time the university had been established. However, Randeree
(2009) stated from the work carried out in UAE that scholarships and further

external training may be required to bridge the educational gaps.
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Cohen (1992) from research carried out in Kenya found that supporting graduate
level training programmes and delivery of bridging training in some way
mitigated this obvious knowledge gap between education and the private sector

requirements.

There is also an argument made by respondent 4 that the standard of degree
does not matter in some places as there is just not enough resources in any case
so you are forced to take whatever is there rather than going for well-educated
personnel. The researcher can certainly draw parallels here with the Caspian
Region where the demand far outstrips the numbers of experienced engineers
and designers and argues that perhaps managing to secure trainable and
committed engineers of the future is the best strategy in some of the more
developing countries. ‘Oilco’ through their own core values will not hire engineers

without a degree. It is essential nowadays just to get past HR (respondent 5).

The researcher argues that it may be useful for local management to understand
the type of academic curriculum being deployed in some countries and whether it
is suitable for the evolving oil and gas industry and consider this during the
strategic decision making process. There are many examples where ‘Oilco’ has
hired engineers and designers who are found to be void of basic first principles
and with this comes other local governmental issues in terminating a local’s
employment which can be a difficult and expensive process. From the analysis
around a third of the responses in this area would indicate that there is a barrier
to localisation in this respect although there are some views that suggest it is out
of the company’s hands should resources be scarce and an argument exists
where the attitude and behaviour of an individual is far more important. This said
there is ample evidence that this should be a listed factor under the ‘local

content’ theme.

4.4.5 Attitudes and Behaviours (C5)

There was compelling support from the interview responses that a local’s
‘attitudes and behaviours’ is an obstacle to localisation which is congruent to the
work carried out by a number of academics across Nigeria, East Asia, Saudi
Arabia, UAE and Oman. This validates that this sub-theme is transferable to the

oil and gas industry services sector. Indeed Potter (1989), although more dated
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now, referred to a local’s impatience and ambition as an obstacle to localisation.

The 'Oilco’ UK and Africa Director supports this.

"The locals get a little bit of experience and they think they can do an awful lot
more than they can. They don’t necessarily fully invest in the process of learning
and the opportunity to learn from the experienced people around them because
they think they know more than they do too quickly”

Respondent 7

He went on to state that there are examples where, if you have a local with the
correct attitude that understands localisation takes time, then these locals come

out of the journey really well. Respondent 6 tends to agree with these thoughts.

"I think that if we get the correct people in, in order to gain the knowledge and
Respondent 6 expertise that they need, and they can see that there is a career path for them
then that helps us greatly”

Hailey (1993, 1996) when conducting research in Nigeria, then latterly East Asia
concluded that a local’'s resentfulness was a major obstacle and this was
endangering the operation and profitability of the business. He added that there
was an evident frustration that highly paid expats were favoured rather than

locals. This was in some ways validated by the CEO of ‘Oilco’.

"You‘’ve got guys coming in here doing a job and getting paid an absolute
Respondent 2 fortune...which most of the folk locally could do...so I can’t help thinking if you
don't localise quickly enough, it can lead to jealousies and resentments”

Respondent 1 intimated that some expats have maybe got a lack of respect for
locals and this will of course compound a local’s frustration. Respondent 3 goes
on to state “that if you are a local and you see the expat coming in and he does
not care about you, your attitude will be pretty much the same”. These

conflicting attitudes have a damaging effect on performance of the business.

From the literature review, there was a stream of research conducted in the
Middle East (Saudi Arabia, UAE, and Oman) which drew upon a local’s
motivation, work ethic and general incompatibility to work in the private sector.
Sadi & Buraey (2009) concluded that locals were not interested in non-technical
roles, this is validated in the oil and gas services sector and the researcher draws
upon good examples in both Africa and Caspian regions where a local’s attitudes

were that they would rather have a good job title and carry some kudos and
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were not interested in being classed as a junior or trainee. There are many
examples within ‘Oilco’” where locals expected to be promoted quickly but they
just did not want any more responsibility. Respondent 4 provides some

validation.

“If you’re not proactive, in terms of learning and actively participating in delivery
of projects, and trying to push themselves to further their careers, then you’ll
never ever localise the business. If you’re nationals are sitting back just being
along for the ride, they will never ever take over the lead roles”

Respondent 4

The researcher through experience accepts that the work carried out by Al-Wadfi
& Forstenlechner (2014), where they conclude incompatibility through cultural
norms is a barrier to localisation. However also counters this through examples
where adequate planning and research on a countries cultural values and
selection of the right people has a real positive effect on localisation and ‘Oilco’

in the Russian and Caspian regions are role models in this respect.

For completeness, recognition must also give to the attitudes of the expatriates
and their interaction with the local resources and this was evident from a humber
of responses from the senior oil and gas experts. The researcher covered these

aspects under the theme of in-country knowledge (A).

4.4.6 Ethnocentricity (C6)

The researcher completed previous research around the topic of ethnocentrism
when addressing a perceived gap in the literature, whereby Mendenhall,
Kuhlmann, Stahl and Osland (2002) highlighted that it was necessary to include
the host country perspective in research designs to avoid common ethnocentric
bias in expatriation research. This was fulfiled by looking at cross-cultural
adjustment, not only with bias to the expatriate, but also from the host country
perspective. This has significant relevance to this further research. This previous
research concluded that the highest negative return was only 24% of expatriates
who expressed that their cultural beliefs were stronger than that of other
cultures; however, the host nationals returned a 57% negative response and as
such the majority consider that their cultural beliefs are stronger than that of

other cultures.
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Florkowski and Fogel (1999) concluded that ethnocentrism will impact negatively
on an expatriate’ work adjustment, host commitment and parent company
commitment and this is arguably expanded to being a barrier that contributes to

slow localisation.

"I think another barrier that sometimes we miss is where you’ve got local tribal
Respondent 2 or religious ethnic differences between different groups...in reality they may well
be part of different ethnic groups that really don’t work together well”

Although this was the only response that highlighted an ethnocentric theme it is
a compelling feature that has a significant impact in delivering business in
challenging countries where the cultural values are quite different between the
home and host country. Indeed in the case of Nigeria, where the researcher was
assigned for two years this was compounded through vastly different cultures
within the country itself. A good example of this was on Bonny Island off the
west coast of Nigeria where 'Oilco’ had around 1000 local employees working on
an oil and gas contract. The power of the local communities and rebellious nature
inherent in each of the ethnic groups caused many strike actions during
extended periods of oil and gas asset production shutdowns which arose due to
over-hiring of one ethnic group over another. This had serious implications to
‘Oilco’ that had to learn over several years, at its own cost, of how to conduct

business in such regions.

The researcher includes this as an emerging factor and barrier to localisation that
needs to be considered fully as an extension to cultural values, and in particular
relation to oil and gas services companies who rely on people as being their only

assets.

4.4.7 Poaching (C7)

The literature review exposed nothing with regard to the effect poaching has on
private sector localisation. There was evidence in some past research by Cohen
(1992) where it was concluded that anti-poaching policies had been put in place
in Kenya to prevent taking public sector resources into the private sector.
However, there is nothing in reverse even although this is a hotly contested topic
in the practical environment of the oil and gas services contracting industry. This

researcher supports that this be a sub-theme and emerging factor from the
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responses made by the senior oil and gas executives where 100% response was

received back confirming this was a perceived barrier to localisation in ‘Qilco’.

“It’s a free market and people have the right to move...sometimes it’s experience
and development of knowledge and career...I think it’s healthy to an extent that

Respondent 1 people get the chance to move...however, targeting and headhunting and sort of
escalation in costs because there is not enough capable resources to deliver a
piece of work really is of no benefit to the industry”

“It’s a free and open market it is going to happen isn’t it. To some extent we
should guard against it...we shouldn’t be that precious or even that arrogant to
think we have always got the best processes and systems and other people don't
have better, and people would benefit more from being somewhere else”

Respondent 7

The difficultly in the developing countries with limited experienced resources is
that they start to move around for more salary as this impacts on the mentoring
and training programmes which are not getting a chance to embed and this
results in large, and in some cases wasted investment as companies try hard to

instil technical knowledge in the local resources.

"I don’t think it’s good for the market. If we work with our competitors and our
customers so that we're aligned on what training is required, if there is an

Respondent 6 understanding what the basic salary and benefits are, then that would help
prevent people going for higher salaries which would also help the market
recover”

It can be argued that non-committed resources will impact the business in any
case and trying to prevent resources from leaving the company will compound
barriers to meet the localisation objectives. They simply will not stay if they are
not happy. It can also be argued that happy and content workers will be driven

by more than just salary and this is support by respondent 3.

“If people do not want to work with you, you should not make them work for
you...if they’re going to stay there and they are not happy, do you really want

Respondent 3 that? We’ve met lots of guys and girls who are driven by wanting to be better, to
be competent, to learn things, rather than by money...they are the ones we need
to look after”

Respondent 4, states it’s inevitable if you're not first in and you have to gain
market share, you will take what you can get regards resources. He goes on to
say that at the end of the day you are bringing more people into that market.
The researcher provides his own example and initiative with the KBTU in

Kazakhstan. Strategic sponsorship has undoubtedly built a mutual trust between
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both parties to the point where the ‘knowledge starvation’ problem has been
recognised and accepted by the KBTU, who want to collaborate with us to solve
the problem. Influence to date has resulted in the university openly supporting a
suggested restructuring of the degree programmes to align with the future needs
of the contractor in the Oil & Gas Industry in Kazakhstan. Taking time to develop
relationships and deliver your promises is fundamental to earning respect as a
contractor operating in the region. ‘Treading water’ and waiting on someone else
to fix the problem is not the correct behaviour of an ambitious, reputable, and
high integrity contractor such as ‘'Oilco’, in a relatively immature oil and gas
region. A contractor’s input to the development of an experienced resource base
that can support all contractors’ future needs will cease the damage caused by
floating resources on the pursuit of bigger salaries. The success of ‘Oilco’
Kazakhstan business is linked to the amount of effort expended through
collaboration with the universities and through this growing respect they
continue to secure the best students in the short-term. In the shorter term there
is support from respondent 2 to try and work with your competitors to stop

poaching between themselves.

"It has always been a frustration for me, particularly if we put a lot of effort into
developing resources and they become marketable...they get taken away...If we

Respondent 2 treat people well and we have a strong safety culture then as people leave our
organisation they take that with them...they also take a pre-disposition to us to
say — good company - might work for them”

Whichever way you approach the ‘poaching’ issues in the context of the private
sector, there are obstacles that have to be mitigated which justifies this sub-

theme as a barrier to localise this type of business.
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4.5 Perceived Barriers Theme D: Strategic Behaviour

Lastly, Strategic Behaviour of a home country company drew a lot of interest
from the interviews so the researcher sets the context of this theme for the
reader. This theme comprises of factors that are influenced by a corporate
company either, (1) prior to deciding to set up an overseas entity, or (2) as part
of the strategic decision making process prior to commencement of operations

delivery in a particular country.

Figure 4.5 will help the reader understand the researcher’s thought process
underpinning this theme and how the sub-themes interrelate within the analyses.

There are seven sub-themes discussed under this sub-section.

Figure 4.5: Strategic Behaviour Interrelationship Model

D1 - Core Values

D2 - Organisation Characteristics

D3 - Strategic Delivery Success

D4
Salary and

D5 - Social Benefits

Responsibility

D7
219 - Quality and
Succession .
. Delivery
Planning

Source: Original
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In constructing these interrelationships the researcher draws from his experience

in the oil and gas industry and considers the following:

1. Can we develop a strategy aligned to our core values and deliver business
in this country?

2. Do our company’s organisation characteristics influence our ability to
localise in this country?

3. What key objectives do we need to include in our strategic plans?

4. Have we considered what impact our salaries may have on local
environment?

5. Are we ready to advocate Social Responsibility and support investment?

6. Are we planning to succeed and deliver local content targets?

7. Can we sustain a Quality Delivery and Operational Excellence and deliver

local content targets?

There is an intentional overlap shown between Social Responsibility, Succession
Planning, and delivering Quality. This is reflected upon later in the analyses but
in summary it represents that quality and delivery can be directly influenced by
the experience and knowledge of the local resources trained via an approved
succession plan as part of an over-arching advocation to Corporate Social

Responsibility.

In identifying the critical success factors and barriers to increasing local content
in the general context (research objective 2) and whether they prevent
localisation targets being achieved by engineering services contractors in the oil
and gas services contractor industry (research objective 3), this particular theme
was constructed from pertinent data fed back through questions 1, 3, 4, 5, 10,
11, 12, 13, 14, 16, 18, 19, 20, 21, and 22

Table 4.7 depicts a high level summarised response to support all these sub-
themes as potential barriers to localising in the host country. The table also
identifies if any of these sub-themes are perceived to be a driver to localisation
and lastly, whether the barrier could, or could not be, mitigated over a period of

time.
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Table 4.7: Responses - Strategic Behaviour

Sub-Theme Barrier Driver Time-lined
D1: Core Values Yes Yes No
D2: Organisational Characteristics Yes No No
D3: Strategic Delivery Success Yes No No
D4: Salary and Benefits Yes No No
D5: Social Responsibility Yes Yes No
D6: Succession Planning Yes No Yes
D7: Quality and Delivery Yes No Yes

Source: Original

4.5.1 Core Values (D1)

The questions posed drew out this emerging factor which can be interpreted from
the direct responses from the most influential managers within ‘Oilco’, as a real
barrier to successful localisation of a local business entity. Feedback supports
that a corporate’s core values are important in the decision making to deliver

business in a particular country. Indeed the Director of Africa Operations stated:

"I guess if you look at it from our standpoint, core values. The values that we
have as a company don’t always mirror the values of the community that we

Respondent 7 operate in. Being able to get that alignment there where you can actually make
sure that we get to a place where our company values are upheld...that can have
a positive impact on local communities”

‘Oilco’ lives and breathes their core values and it is evident from the interview
responses that the senior managers of the business will not compromise on these
and should adequate homework reveal that perhaps they may impede business
in @ commercial or growth sense and ultimately mean that localisation would not
be achievable then the senior management are prepared to concede that a local

subsidiary is not worthwhile.
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Respondent 3 supports this and states:

“If it wasn't played properly you might decide not to go, given that we have

Regamintet 2 compliance standards in our ethics policy, integrity policy”

Respondent 6 feels that a company should make a mark for itself in a particular
country and deployment of a non-negotiable set of core values is a way in which
to do this. Social Responsibility is a single core value of ‘Oilco’ and is discussed
later in this thesis, but to make a mark for yourself in country means being able

to deliver business across their full suite of core values.

The researcher draws upon an example during his time in Kazakhstan where
senior management had an important decision to make and had to find a way to
do ‘the right thing’ across the suite of core values. One thousand (1000) local
workers had been deployed onto a contract by ‘Oilco’ but the client refused to
pay for adequate health and safety supervision and the employees were at risk
from safety perspective. A tough decision followed, (1) Do we walk away from
the contract from an HSE core value and put 1000 local employees out of work
which impacts on our Social Responsibility core value and in some respects with
our Financial responsibility core value or, (2) do we invest and put our own
unpaid supervision onto the contract. Option 2 was selected as ‘the right’ thing’
to do in this case and the respect from the local community were unprecedented

and the local entity is going from strength to strength.

This example is put forward as one of many where successful business in a local
community is achieved through understanding how core values are aligned to

that of the oil and gas operators and clients in the country of operation.

The researcher was invited to open up the Engineering Innovation Conference in
Almaty, Kazakhstan in 2013 and took the opportunity to roll out the core values
of ‘Oilco’ to solicit feedback on whether these were considered important to the

local community.
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The leading university, the Kazakh British Technical University (KBTU) senior
academics were complimentary and encouraged by the advocation shown to
growing the next generation of oil and gas knowledge in Kazakhstan. ‘Oilco' went
on to become the leading sponsor of the KBTU and a well-respected name in the
services sector. This was a true reflection of the strength of core values in the

local community.

Respondent 2 provides an interesting statement that the above story-telling and

other responses from colleagues go some way in answering.

"Does that allow us to produce a business that is a quality business, with further

HespemEEt 2 growth potential that sits within the framework of our core values?”

Respondent 2 went on to support that the core values and recognition of
alignment in the local community could be a real barrier to localisation and
growth of the business, and potentially impact safety and the integrity of
operations and the local environment. Through an interpretation, respondent 2 is
stating that if a company cannot do business in line with the core values then

they would not do it.

"Beyond that we cannot guarantee safety of the operation of maintenance of the

RESPOREEnt 2 core values, therefore not going to do it”

Respondent 1 supported the above views and stated a company has a good
chance of getting it right and doing things in the right way if aligned to the core

values of the corporate business.

There was no real theme exposed from the literature review with regard to the
core values being a barrier to localisation but with adequate interest in this area
from the interviews with senior oil and gas executives and managers, then this
sub-theme has an important part to play in the strategic decision making

process.
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4.5.2 Organisation Characteristics (D2)

There was overwhelming support that this factor was a barrier to localisation.
Organisation characteristics come in many shapes and sizes; however, the
researcher sets it in the context of the shape, size, and culture of the corporate
organisation and the reputation of being a serious competitor in terms of acting
in a socially responsible manner in a particular country. For example in the case

of respondent 1 when he replied:

"I think you mmm you know a company that is international...that has
established in these locations before will have an understanding of how to enter

Respondent 1 a country...with sufficient back up and support and size, and processes,
procedures and policies...a smaller company that has been successful in one
particular area isn’t necessarily as astute to cultural diversity”

Respondent 2 and 3 draw on the need to be a well-established global company
with a good reputation to be successful in starting up, growing, and delivering

quality and performance during and after localising the business.

"Therefore, for us that’s on one of the characteristics that you would like to think
Respondent 2 that people would say...well your likely to be good company to have in our
environment because we know you’re not just going to rape and pillage”

The researcher can understand this feedback and from his own experienced
observation recently in Africa there was a reluctance from a local client to accept
that ‘Oilco’ would be able to comply with an 80% local content % versus 20%
expat and fully expected a large volume of expats from day one which would
render the local resources idle. In the oil and gas industry, when entering a new
country it is a real challenge to convince the local community that you live up to
your core values and high integrity mantle; it helps when you have legacy

reputation from other countries to draw on.

Indeed this draws parallel with the culture of the corporate company mentioned
earlier. Hailey (1993) also mentioned culture of the company and pressure from
corporate HQ was a real driver for localisation and concluded by suggesting more

strategic thinking and research is needed in this area.

178



Respondent 5 "I think it’s all down to the culture of the company”

The oil and gas industry is a fast-track and highly competitive environment and
as such it has arguably slipped into a culture whereby an organisation’s
characteristics inherently are patterned by long working hours. Lamki (1998)
concluded that this along with several other obstacles in the private sector is a
barrier to localisation, generally supporting the respondent’s view that this

culture (organisational characteristic) is preventing localisation.

Additionally, respondent 1 states, having pre-established localisation policies and
processes for localisation programmes is pre-requisite to success and those
without will present significant barriers to localise the workforce. Respondent 2
draws upon previous learnings as mitigation to this perceived barrier. Wong et al.
(1999) concluded in saying that if localisation is important then the company
should have a well-established set of practices to achieve the corporate goals
before setting up a local entity in a new country. This work was conducted in

China and the researcher finds parallels through the responses of the interviews.

"...the more globalised you are, the more nationalised you are, the more

RemamreEnd 2 confident you can do it and the more you learn”

Respondent 6 suggests that the size of the contract plays an important part and
possibly argues that the characteristics of a company are maybe not so
important if the contract set up in a particular country is small. However the
researcher argues that to contemplate establishing a new entity in a new country
would not be worthwhile unless the prize (large contract) was big in the first
instance and suggests from respondent 6 statement below that there will be

issues to contend with if not set up properly.

"I guess the bigger the contract we have, the more we need (to be set up)...If it
Respondent 6 is a big contract and we’re not set up properly to start with, then we’re going to
have issues”

Respondent 2 supports the conclusion by Selmer (2003) who found there was
that international experience had a positive relationship with localisation and

although this previous research was in the manufacturing industry there is
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evidence that this is transferable to the oil and gas services industry. There was
also evidence that the localisation process to a larger extent may be down to the

parent company’s characteristics.

Respondent 7 refers back to the core values as the main characteristic of the
company that mitigates this perceived barrier to localisation. This of course was

discussed earlier in this thesis.

In summary, the responses from the senior executives of ‘Oilco’ supports the
conclusions from the literature review in several areas and that organisations

characteristics are important sub-theme and perceived barrier to localisation.

4.5.3 Strategic Delivery Success (D3)

There was overwhelming support that this factor was a barrier to localisation. If
you do not set yourself up with a clear vision and strategy then why would you
expect to succeed in a new country and moreso nationalise it? Strategic Delivery
Success is a sub-theme drawn from the literature responses in an oil and gas
context although this context can mean, quite simply has the corporate company
got a clear and well developed strategy in place either, (1) when going through
the strategic decision making process prior to deciding to enter a new country or,

(2) during set up of a new entity but before operations delivery.

"I think a business strategy is hugely important...to understanding the local
Respondent 1 business culture to enable you to get opportunities and actually establishing
business”

"Yes, in a sense, the business, absolutely...I think you need an objective, and
that’s part of your strategy...If you’re objective is to be there a long time and set
up a subsidiary of your company, then your strategy could contain things that
will allow you to do that”

Respondent 3

"Yes, absolutely, if you don’t have a strategy, then the chances are, you’ll never

RS & implement any type of localisation plan”

"Absolutely, yes...I think to be successful today, is that should be the vision. You

e & tell the local people — guys you can run this company one day”

Respondent 7 "Business Strategy importance — Absolutely”
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The expletive ‘absolutely’ is used in most of the responses which makes it clear
that adequate strategic planning is imperative for success of a local operation.
The literature review exposed a theme around successful strategy which the
researcher chose to change to be more reflective of the oil and gas senior
expatriates responses; however the conclusion is the same in as much as a lack

of clear vision and strategy is an impediment to localisation.

Indeed several of the academic papers researched highlighted this theme as a
barrier to success (Hailey 1993; Wong and Law 1999; Selmer 2004; Fryxell et al.
2004; Forstenlechner 2009; Randeree 2009). From the literature review there is
no bias to where this barrier is most prevalent and this cross-country
transferability is cemented through the responses from the senior executives in

the oil and gas industry.

There was no real evidence drawn from the review that suggested lack of
strategic planning had a positive effect on localisation. Indeed, the researcher
through previous experience has seen large and small entities struggle to set
themselves up adequately in a country to the demise of the business, or in some
cases (Kazakhstan/Africa) where the local entity has been fined/penalised for
conducting business in a non-compliant manner, and in one particular case saw a

large service company close their business entirely and exit the country.

In summary, evidence is stacked high from literature review and the response
from the interviews allied with the researcher’s experienced observation to have

this perceived barrier to localisation as a sub-theme of Strategic Behaviour.

4.5.4 Salary and Benefits (D4)

Salary and Benefits inherently draw a lot of interest and this was evident from
the interviews conducted indicating that this was a barrier to be considered
under this main theme. However, the researcher argues that there are many

contradictory opinions in this area.

The literature review exposed, in the Middle East (UAE, Oman for example), that
wage differentials between the public and private sectors are a real barrier to the
localisation targets due to high reservation of wages by locals (Al-Lamki 1998; Al
Dosary et al. 2005; Swailles et al. 2011; Forstenlechner et al. 2012; Al-Wadfi
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2014). It is important to note that Swailles et al. (2011) goes on to say that the
oil and gas industry is unique in this respect and compensation is a lot higher in
this industry. This aligns with the thinking and interpretation of the responses
from the interviews and the researcher’ experience in Italy, Nigeria, Gabon,
Angola, Algeria, Russia, Sakhalin Island and Kazakhstan and support Swailles et

al. (2011) conclusion in this respect.

Respondent 4 would say that making money is a primary factor for localising and
the technical development probably comes as a necessity and would agree that
salary may be a way of retaining resources but not really a way of fast tracking
them. This was likely bourne out of the long assignment respondent 4 has had in
the Caspian Region and the lack of experienced resources meant that inflated
salaries had to be paid to locals to secure resources. This is supported by the

response from respondent 6.

“If there’s a shortage, salaries go up and if there’s shortage of people will offer

RESIREER © more. It’s supply and demand it’s as simple as that”

Interestingly, respondent 6 had been employed in the Eastern Europe, Russian
and Caspian Region for nearly 15 years, again, the locations with a relatively low

number of experienced specialists in the oil and gas industry.

There is some support in this respect in the conclusion from Cohen (1992) who
stated that in some cases increasing salaries for specialist (local) positions such
as economists would be a way of retaining them. This approach is used in the oil
and gas industry (respondent 2) in some locations where resources are scarce
but the lack of adequate competency is mitigated through risk management and
task managed operations. However there is a danger in acting in this manner
which respondent 2 was keen to challenge having lived through experiences
where high salaries were misaligned to the levels of experience or core

competency of the individual.

"If you end up creating a culture where you’re paying people significantly above
the social background you can quickly get to expectation levels that are
inconsistent with the skill and competency levels...the expat should be planning
to leave. The local is there for the long-term and therefore for that job to be
sustainable, his or her salary benefits must be competitive in the local
environment”

Respondent 2
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Driving down the cost base through reduction of expats is a real goal of the oil

and gas industry who are competing in a highly competitive market.

"It is an important factor...typically expats are very expensive and doing business
locally in a country you have local market conditions which are prevalent and you
obviously have to compete with indigenous organisations so driving down your
cost base is important”

Respondent 1

Driving down the cost base is important to all organisations whatever the
industry in order to compete in the market against local independent operators
and service contractors so arguably, the quicker you transfer the knowledge to

expats then the quicker you will localise in the oil and gas context.

Respondent 1 goes on to say that sometimes benefit packages are not being
made aware to the individual, they have a real unawareness in this area and this
tends to result in them being driven by salary. If communicated to them in the
right way, then respondent 1 perceives that this may change their mindset and
drivers for higher salary. The researcher draws upon an example where a group
of Kazakh local engineers were sent on an assignment to the UK for 4 months
and came back to Kazakhstan to flourish into senior positions and this had a real
positive influence on others who saw a real commitment from management in
this respect, to localise positions as quickly as possible. Indeed some locals in
the oil and gas industry are keen to work for a globally recognised company and
move away from the independents in the country. These arguments and

initiatives in some way support a local’s desire for more than just a salary.

"I think in relative terms it is still seen locally as quite a lucrative position and
Respondent 1 currently above the mean mmm you know compared to you know, the
indigenous companies”

Respondent 3 draws the reader to another pitfall that has to be recognised by
senior managers; this relates to losing your local personnel to other competitors

having invested time and money in training them.

"By the time they got back (from overseas assignments) they would head off

RempnieEnd 2 into the wild blue yonder because someone offered them more money”
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This of course is a risk but the researcher argues that the development of local
content applies to the oil and gas knowledge base of the entire country and not
just a corporate’s organisation. The benefits of developing the oil and gas
industry experience in the country will, over a period of time, benefit everyone

and bring a state of equilibrium to salaries.

In comparing the interview responses with the literature in this area, there is

adequate evidence to have this factor as a barrier to localisation.

4.5.5 Social Responsibility/Ethics (D5)

Social Responsibility was a popular theme and attracted a wholly positive
response in relation to being a perceived barrier to localisation and it could be
argued that perhaps via the core values, discussed earlier, that this is a primary
factor that drives a business to localise. There was little evidence from the
literature review that this was a major factor associated with localisation, but
clearly in the context of core values, and in particular, ‘Oilco’, it was a very
important factor. From the model presented earlier in Figure 4.5, it is clear that
Social Responsibility (D5), Succession Planning (D6) and Quality and Delivery
(D7) are related.

Over fifteen (15) years in the international environment has taught the
researcher that a commitment to Social Responsibility and growth of a local
resource base via a well-structured Succession Planning programme will have an
effect on localisation and on the subsequent delivery or performance of the

business. This is the reason for the model representation as portrayed.

It can be argued whether Social Responsibility/Ethics is actually a barrier and
whether it should be considered a sub-theme and not lumped in with core
values. Due to the emotive responses from the interviewees they need to be

discussed further in this respect.

"I think for me it’s about the sustainability of a business...not just the
Respondent 2 employment, but also the spinning off of paying local taxes, the ability for people
to afford housing, the work we can do in terms of helping local communities”

"I think it’s being part of the local community, working with the local community
Respondent 3 and helping enhance the local communities lifestyles I suppose through ensuring
people have work”
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"Social Responsibility to me is actually becoming part of the community you are

Respondent 4 working in”

“"For me it’s about how the company works with the local, if it’s the
Respondent 6 environmental body, in order to promote the company as well as helping that
country develop”

Respondent 5 makes an interesting comment that one has to be mindful because
at the end of the day, a client is not going to pay us to be nice to people. This
can be interpreted as meaning there is a tough balance to doing the right things
when choosing to operate in someone else’s country. From the core values
discussion earlier, ‘Oilco’ has a commitment to their values and as such put
Social Responsibility ahead of client business. This is the ethical thing to do in
the organisation’s view and in particular, the highly competitive oil and gas
industry operating in developing countries where loss of reputation will have

serious consequences.

Given the importance through evidence from the senior executives, the
researcher considers this a primary driver for localising and will remove it from
the perceived barriers and sub-theming which is summarised in the evolving
framework that follows. Further support in this decision making is reflected in

responses below.

"It should be an important driver, it should be one of the key factors during the

e < strategic decision making process, I'm not convinced it always is”

“"Absolutely, (it is an important driver) it is in the extent that you were asked to
Respondent 2 do business where you were asked not to engage with the local humanities...that
would be contrary to our core values”

4.5.6 Succession Planning (D6)

This sub-theme drew a largely positive response from the interviews declaring
that is was a perceived barrier to localisation and in particular if adequate
attention was not paid to planning early enough in the process of setting up a
new entity. Some academics (Potter 1989; Hailey 1996; Al-Lamki 1998; Wong &
Law 1999; Madhi & Barrientos 2003; Law et al. 2004; Fryxell et al. 2004;
Forstenlechner 2009; Randeree 2009; Swailles et al. 2011; Forstenlechner et al.
2012; Al-Wadgfi & Forstenlechner 2014) concluded that ‘local content planning’ or

‘recruitment and selection’ were potential barriers to localisation. The researcher,
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through his own experience and that of the respondents, recommend that these
factors can be included in the sub-theme of Succession Planning, whereby locals
are trained to succeed an expatriate on the road to localisation of a business
unit. Indeed in the oil and gas industry the term Succession Planning is widely

known.

Respondent 1 considers technical development as a key service that an
organisation should provide in the oil and gas industry so the technical
development into specialist roles promotes a sustained service provision. He

goes on to state.

"I think it’s really important that it is not looked at as not just in terms of
Respondent 1 achieving numbers...actually having a diversification of skillsets and really trying
to work out how gaps in that can be developed and filled”

Further positive responses and support of this being a barrier to localisation

came from a number of the interviewees.

Respondent 2 "I think it’s important because without the plans it just becomes good intention”

“"Absolutely, I think it’s one of the main things we should do as a company...the
Respondent 3 only thing I'd say is the HR quality and the plan needs to be appropriate for the
country they operate in and needs to be delivered by people who understand it”

“Yes, it's very important. Again, it's asking the management to really reach out
Respondent 5 the box. Reach out to a Kazakh and say you’re going to be in X position in a
couple of years...It’s important, of course it’s important and it’s follow through”

"Succession Planning, yes there is something there. My own view is HR
Respondent 7 administers the program but they should be run by technical people for technical
training. I think trying to push that to HR to run, generally doesn’t end up well”

The above responses support the work of Wong and Law (1999), Fryxell et al.
(2004) and Forstenlechner (2009) where they conclude if localisation is
important then there should be a set of HR practices put in place to achieve this

or indeed adequate planning through the right combination of elements.

Al-Lamki (2005), from research in Oman, considers training and development as

the most important strategy for any corporate or subsidiary business and states

186



this could be synergised in any other industry in the private sector and this is

validated through the responses from the oil and gas executives.

However, an interesting point was made by the CEO of ‘Oilco’ who states.

"But it depends where you start...look at Chad for instance the indigenous
technical skill level is pretty low because lack of industrialisation so it would be

Respondent 2 unreasonable to think we can create in any reasonable time period, the skills
that come through 11 years education, 4 years of tertiary education and 5 years’
experience”

Fayol-Song (2011) concludes that perhaps long-term strategies are more
sustainable so arguably this is supporting the view of respondent 2. The
researcher further interprets this response and concludes that it is key to
understand the type of succession plans whether short term or long term or
indeed whether it is possible to achieve localisation at all and derive a strategy
based on this. If you don’t you could fail. Al-Hamadi et al. (2007) concluded that
there was no recognition of importance to linking HR plans to the business
objectives and these practices are an antecedent to localisation success (Law et
al. 2009). These studies were conducted in Oman and China but there is

evidence of synergy with this work.

In summary, there is compelling evidence from academics, respondents and the
researcher’s experience, that the quality of implementation of succession

planning is a perceived barrier to localisation in the oil and gas industry.

4.5.7 Quality and Delivery (D7)

There was compelling support from all respondents on the importance of quality
and performance in ‘Oilco’. Being a high integrity services contractor in the oil
and gas industry demands an exceptional performance globally to deliver a
quality service which is consistent and synergised throughout every country in
which the company operates in. The researcher has gathered these responses
under a sub-theme as a barrier in the context that an increase in local content
may have an adverse effect on quality and performance and there is a need to
find a balance that allows the business to deliver high quality or organisational
excellence but still deliver on its commitment to localisation and deliver in a
manner that is legal and within the policy of the government in which you are

operating within. Figure 4.6 has been developed by the researcher to give a
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pictorial portrayal from the interview responses relevant to objective 5 in
assessing the key barriers that have a major impact on operational excellence,
quality, and delivery. Moreso, how to balance these factors to achieve a desired

quality and performance in ‘Oilco’ services delivery.

Figure 4.6: Balancing Quality and Delivery Model

Local Content

Strategic

Behaviour

Delivery In Country
Knowledge
Quality Governmental

A

Source: Original

Potter (1989), although an old paper now, is referenced by many of the leading
writers in the field of localisation in this context and discusses a balance of high
quality and a nationalised workforce and although very relevant the researcher,
argues that this model needs to be expanded through the interview findings of
this work and through the researcher’s many years as an experienced observer

in several countries.

“It’s that balance. What is important? Is it cost? Is it delivery? Is it
Respondent 4 performance?...because the cost of imposing these targets is far higher than the
benefit”

Respondent 4 in reference back to Figure 4.6 recognises the importance of cost
vs. the percentage of local content and supports this balancing analogy and the

need to know what the real contract or client drivers are to ensure that the
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business can deliver to the customer’s expectations in compliance with our own
core values. He uses Angola in his reference as an example of a recent failing
where localisation just could not be achieved due to extremely high cost. He goes
on to say that if you had longer and money was not such a driver then you might
be able to do it locally. Respondent 6 supports this time-lined view to localisation

in her statement below.

"I think it's important we don’t rush it. Take the time to train the people that we

REGITREERT O need to, to ensure they have maximum understanding”

The researcher interprets this response in meaning localisation can be time-lined
and the longer you take to ensure you have developed the skills adequately,
then the better chance a company has in achieving the required level of

operational excellence. This is further supported by the CEO of ‘Oilco’.

“"Providing we are not trying to rush through the door and fill roles that require
certain competencies with people that clearly do not have them. So there is a
potential there for performance to be impacted, but if managed carefully, it
needn’t be the case”

Respondent 2

Many of the responses from the interviews exposed that safety and the
hazardous nature of the oil and gas business has to be recognised fully in the
decision making regardless of where you are delivering the services or what

country you are operating in.

"The industry we work in is a hazardous area, so to put people in a position

espaiia: 7 without the competencies means you put people’s lives at risk”

"The most important thing for us is to deliver the quality of service because if we
Respondent 3 are working in hazardous areas we need to ensure the people we have got are
competent to do the work”
Respondent 3 went on to say that this was the most important factor in
localisation of ‘Oilco” and if the local resources are not competent enough you are
always going to have a problem with the delivery. This supports the view that
Bhanugopan & Fish (2007) who found that lack of skilled labour has a real impact
on performance and extends this finding across borders. Sadi & Al-Buraey (2009)

from their work in Saudi Arabia further supports that the fear that any gain from
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replacing expats is offset by a decline in productivity, can be applied more

globally.

"Cost reduction doesn’t necessarily cover it because there is also a performance.

Respondent 5 It’s quality”

However, respondent 5 went on to say that there was some success in this area
in the Caspian region. A local company had done some early engineering work
and although they needed a little more supervision, it was a success. It can be
argued that perhaps the -cultural alignment between the home and host
resources had been considered adequately during the planning process and this
led to success in this instance? Ming (2005) concluded that performance can be

impacted through a home and host country cultural misalignment.

The researcher though a seven year assignment in Kazakhstan measured the
level of localisation in the engineering services delivery over several years by
tracking historical information during execution of engineering projects up to $25
million value. The average percentage of local content for this type of work to be
delivered to the quality required, and to ensure safety of personnel and the oil
and gas assets, was around 70%. This provides further support to localisation
being time-lined to ensure operational performance is achieved. This work
attracted support in a response from respondent 1 when he was describing that
there were some key skillsets that you absolutely need to be able to inject your

business to make it a success.

"It can be an issue mmm particularly in the context of 'Oilco’ where we have a
Respondent 1 high end engineering delivery...to make the local content numbers it can diminish
our technical knowledge...it can have an impact on quality and delivery overall”

Lam & Yeung (2008) presented a model that described a curvilinear relationship
between the degree of localisation and performance and also concluded that a
high degree of uncertainty in a country with a high localisation content impeded
performance. Although this model was based on research conducted in China,
there are some similarities and parallels with this research which concede that

quality and performance are affected by the level of localisation.
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Madhi & Barrientos (2003) concluded that 63% of managers in Saudi Arabia said
that implantation of Saudization had a negative effect on performance. This

negative effect is further validated from this study work in other countries.

In summary, it is important to understand a client or customers drivers on
individual contracts to enable the correct strategy to be adopted by a company
who are setting themselves up as a new incumbent in a particular country. If the
driver is quality and performance, which is of particular importance to an oil and
gas industry, then this becomes a barrier to localisation which the findings clearly
show is impacted as the percentage of local content is increased. This is

compounded in countries with a high uncertainty.
4.6 Evolving Conceptual Framework

This descriptive analysis compared and contrasted views from the respondents
(primary research) with the academic literature review (secondary research),
integrated with views from the researcher who has been an experienced

observer in many countries over several years.

This combined experience enables the researcher to develop an evolving
framework shown in Figure 4.7. This framework can be used by senior oil and
gas executives in their decision making, and in particular relation to the services
contractors sector, where the highly competitive environment dictates that
finding a balance between cost, quality and the level of localisation is important

in maintaining a sustainable business and achieving operational excellence.
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Figure 4.7: Evolving Conceptual Framework of Localisation Drivers and Barriers

A - In Country Knowledge

Geographical Location
Local Labour Market
Leadership Techniques
Expatriate Adjustment
Local Universities
Language

C - Local Content

Local Subsidiary Commitment

Cultural Dimensions/Values
Skills

Qualification Standard
Attitudes and Behaviours
Ethnocentricity

Poaching

Localisation Drivers

Core Values
Technical Development
Government Policies
Market Potential
Cost Reduction

B1
B2

B3
BARRIERS B4

Local Content

B - Governmental

Laws and Policies
Ethics
Conduct/Practices
Work Permits

Strategic

Behaviour

Delivery In Country
Knowledge
Quality Governmentay

— T

A

D1
D2
D3
D4
D5
D6
D7

Source: Original

D - Strategic Behaviour

Core Values

Organisational Characteristics
Strategic Delivery Success
Salary and Benefits

Social Responsibility
Succession Planning

Quality and Delivery
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CHAPTER FIVE: CONCLUSION & RECOMMENDATIONS
5.0 Overview of Research Outcome

Table 5.1 provides a reminder to the reader of the research aim and objectives
and the columns at the end are added to indicate whether the particular
objectives have been adequately met post research study work, or indeed

whether it is felt that some future work is required as a result of the findings.

Table 5.1: Research Outcome

Research Objective Achieved Future
Work
1 To develop and validate a conceptual Yes Yes
framework generated from the literature
review
2 | To identify the ‘localisation’ critical success Yes

factors and barriers to increasing local
content in the general context

3 To identify and evaluate these barriers to Yes
‘localisation’” and whether they prevent
localisation targets being achieved by
engineering services contractors in the oil
and gas industry

4 | To investigate localisation drivers and their Yes
importance to the engineering services
contractor industry

5 | To assess the key barriers that have a major Yes Yes
impact on operational excellence, quality and
delivery

drivers and barriers. It also attempts to provide a
clear understanding of these drivers and perceived

barriers to successful localisation

To explore the localisation phenomenon and its

Source: Original

The aim of the research was clear when the researcher set out on this journey

to:

"To explore the localisation phenomenon and its drivers and barriers. It also
attempts to provide a clear understanding of these drivers and perceived barriers

to successful localisation.”
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The aim was developed to understand the localisation phenomenon in a general
context in the first instance before researching the findings from the literature
review through additional primary research in the oil and gas context and in
particular relation to the engineering and technical functions of ‘Oilco” who

operates in the services sector.

This was achieved by directing the primary research towards an ‘elite’ sample of
executives and senior managers in ‘Oilco” who are considered experts in their
own areas within the oil and gas industry. The researcher himself is a senior
technical operations director in the oil and gas industry, and through experienced
observation, provided a further blend of knowledge to the literature review

findings and indeed the primary data analysis.

The aim was developed entirely from a current problem within the industry
where the aspirations of the managers within the industry are finding it ever-
increasingly difficult to localise their subsidiaries in line with their developed

strategies.

Table 5.1 concludes that the objectives were met and also identifies that an
opportunity exists for further research in two of the areas researched. The
following sections critically discuss in detail the key findings from the primary
and secondary research undertaken through this thesis to validate the concluded
objectives. This analysis is presented in a coherent manner to reflect the five

objectives of the work.

Section 5.6 goes on to review the research gaps exposed earlier in the thesis and
provide a narrative and closure in addressing whether this work has filled these

knowledge gaps.

The chapter makes further recommendations specific to the oil and gas services
companies who have a keen interest in planning to, or setting up business

subsidiaries, in new countries.
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5.1 Research Objective 1

Chapter 2 derived a conceptual framework from the detailed literature review

which met objective 1:

"To develop and validate a conceptual framework generated from the literature

review”

A literature review stream spanning four decades was chosen in particular
context of the localisation phenomenon and the researcher concluded this review
when it was felt that a saturation point was being reached with regard to
exposing the drivers and barriers to localisation in a general context across

multiple industries and countries.

During the review it was apparent that there was not a vast literature that
addressed (solely) what the drivers were for a company to localise a subsidiary
business in a new country. However, the researcher supplemented this literature
by adopting an interpretive view of the abundant literature on localisation
barriers to develop a comprehensive conceptual framework prior to conducting

the field research.

The conceptual framework has five main themes to capture the findings of the
literature review. The thematic headings were further refined and derived by the
researcher based on his own knowledge of the subject matter and allowed the
review to follow a structured manner and in addition, enabled these themes to be

taken forward to conduct further primary research.

From the field research, the conceptual framework was subsequently revised and
validated in some cases. The five themes that make up the conceptual
framework were retained but the framework has been refined and some of the
critical success factors nomenclature has been revised for simplicity. Some of the
factors that have not been validated from the field work have been removed on
the basis of valid responses. There are a number of factors underpinning the
main themes that have been added which were exposed during the field research

in the context of oil and gas industry.
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As an extension to objective 1, an evolved framework has been developed and
there is evidence that this framework can be further tested and applied to other

industries as part of future work.

The evolved framework has been adapted to reflect interrelationships between
the four main themes; in-country knowledge, governmental, local content, and
strategic behaviour. In addition, the framework portrays the need to balance the
level of local content to achieve a desired quality or delivery in a strive for

operational excellence.

This more comprehensive combination of factors, whether drivers or barriers,
and their acknowledged impact on quality and delivery of a business service, give
way to a framework which is considered more representative to the oil and gas
services industry, but bourne initially from a generalistic view of the localisation

phenomenon and as such validates closure of objective 1.

The model detail is discussed further in the following paragraphs which are

associated with the research objectives 2, 3, 4 and 5.
5.2 Research Objective 2
The second research objective was:

"To identify the ‘localisation’ critical success factors and barriers to increasing

local content in the general context”

There was no single paper found during the review that comprehensively collated
a model of ‘general’ factors associated with the human resource, technical
processes, company or market behaviour, or in-country factors, and how these
were interrelated. The oil and gas industry is inherently ‘fast-track’ and senior
executives/managers desire a framework that describes (quickly) a holistic set of
factors for achieving successful localisation and to use this framework during the

planning stages of the strategic decision-making process.

Chapter 4 provided a justification for the selected themes and went on to
produce interrelationship models to make analysis more easily understood. Table
5.2 expands this work from Chapter 2 and develops a useful ready-reckoner for

all executives and senior managers. This ready-reckoner compliments the
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conceptual

executives/managers at the strategic planning stage and helps to justify the

framework and provides the tools

required by the

themes chosen by the researcher for this study.

Table 5.2: Localisation Themes - Manager’s Ready Reckoner

In-Country Knowledge

Governmental

1. Can we do business in this . Do these laws and policies prevent
country? us from delivering a quality and

2. Is there an experienced local profitable business in that
resource base? country?

3. Can we conduct business . Are these policies upheld in a fair
ethically? manner?

4. Do we know how to get a multi- . Are the practices of the regional
cultural team to deliver quality regulatory bodies aligned to the
results? country’s laws and policies?

5. Have we got the right mentors? . Are we able to bring the correct

6. Do we understand the level of level of competence into the
graduate knowledge? country to fulfil our training plans

7. Can we communicate at all and nationalisation programmes?
delivery levels?

Local Content Strategic Behaviour
1. Can we empower a local business . Can we develop a strategy aligned
entity through a committed in- to our core values and deliver
country leadership team? business in that country?

2. Do we understand the culture in . Do our company’s organisation

the country we wish to enter? characteristics influence our ability

3. Is there an existing skillset that to localise in this country?

we can draw upon in our area of . What key objectives do we need
expertise? to include in our strategic plans?

4. What is the level of education . Have we considered what impact

standard in that country? our salaries may have on the local
5. Do the local resources exhibit the environment?
type of behaviour required for our . Are we ready to advocate social
business and will they interact responsibility and support
with expats? investment?

6. Do our competitors support . Are we planning to succeed and

localisation of that particular
country?

deliver local content targets?

. Can we sustain a quality delivery

and operational excellence and
deliver local content targets?

Source: Original
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This ready-reckoner provided the grounding on which to classify any new
exposed barriers to localisation that were drawn from the field research

conducted in the study as part of objective 3.

Following this approach it was found that the majority of the ‘general’ barriers to
localisation drawn from the literature review were attributed to the strategic
behaviour of the parent company, however, on closer examination it could be
argued that some of the definitions used by academics overlap or can be

considered duplicate by particular industries, such as the oil and gas industry.

Objective 2 was not intended to further critically analyse the resultant factors
drawn from the literature review but merely to provide an exhaustive listing of
‘general’ barriers to localisation and provide these in an understandable and
coherent manner prior to applying these in an oil and gas context. Closure of this
objective can therefore be validated through the thematic detail provided from

Figure 2.9: The Conceptual Framework of Localisation Drivers and Barriers.
5.3 Research Objective 3
The third research objective was:

"To identify and evaluate these barriers to ‘localisation” and whether they prevent
localisation targets being achieved by engineering services contractors in the oil

and gas industry”

The main body of the field research is covered under this objective which strives
to provide a more comprehensive, validated, and perhaps more useful and easy
to understand framework for oil and gas services contractors who, by the nature
of their business, are entering less developed countries and setting up subsidiary

businesses to truly globalise the industry.

In conclusion, there are a few interesting comparisons between the pre and post-

field research conceptual frameworks which are subject to further discussion.

To remind the reader, the post-field research conceptual framework evolved from
analysis of the data gathered from the ‘elite’ sample of executives and senior

managers in ‘Oilco’ and the views of the researcher. However, for consistency
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the grounded themes were not changed during this process and they were given
identifiers ‘A’ through to ‘D’.

5.3.1 In-Country Knowledge (A)

Figure 5.1 provides a comparison of the factors underpinning the ‘in-country
knowledge’ theme with the black shaded box representing the barriers to
localisation from the literature review and the grey box representing the

evolved/validated factors post-field research.

Figure 5.1: Comparison of Factors: In-Country Knowledge

A - In Country Knowledge A - In Country Knowledge

Local Labour Market Al Geographical Location
Expatriate Attitudes/Failure A2 Local Labour Market
Private Sector - Lack of A3 Leadership Techniques
Knowledge A4 Expatriate Adjustment
A5 Local Universities

A6 Language

Source: Original

Four emerging factors were gathered from the primary research data:
geographical location; leadership techniques; local universities, and language.
There was no substantiation from the primary data gathered for the factor

‘private sector - lack of knowledge’ so this was removed.

Additionally, the factor ‘expatriates attitudes/failure’ was changed to ‘expatriate
adjustment’ on the grounds that the failure or indeed the attitudes of an
expatriate were considered to be bourne out of a larger stream of research by
Black et al. (1991) who developed a Framework of International Adjustment. It is
considered that expatriate adjustment provides a more easily understood

phenomenon in the context of the oil and gas industry.

If we apply the relevant ready-reckoner questions from Table 5.2 it is concluded
that the factors derived from post-field research can be readily aligned to the as

questions shown in Table 5.3.
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Table 5.3: In-Country Knowledge Questions & Factors

oW

In-Country Knowledge

Can we do business in this
country?

Is there an experienced local
resource base?

Can we conduct business
ethically?

Do we know how to get a multi-
cultural team to deliver quality
results?

Have we got the right mentors?
Do we understand the level of
graduate knowledge?

Can we communicate at all
delivery levels?

Al - Geographical Location
A2 - Local Labour Market
Al - Geographical Location
A3 - Leadership Techniques
A2 - Local Labour market
A3 - Leadership Techniques

1.
2.
3.
4.
5.
A4 -
6. A5 -
7. A6 -

Relevant Factors

Expatriate Adjustment
Universities
Language

Source: Original

5.3.2 Governmental (B)

Figure 5.2 provides a comparison of the factors underpinning the ‘governmental’

theme with the black shaded box representing the barriers to localisation from

the literature review and the grey box representing the evolved/validated factors

post-

field research.

Figure 5.2: Comparison of Factors: Governmental

B - Governmental

Regulations & Attitudes
Foreign Aid Policies

Legal Framework

B1
B2
B3
B4

Source: Original

B - Governmental

Laws and Policies
Ethics
Conduct/Practices
Work Permits

It can be concluded that generally the factors identified from the literature

review are validated, however the data gathered from the field study interpreted
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the factors more specifically under revised headings. It was considered more
appropriate to separate ‘regulations & attitudes’ as these were clearly considered
by the oil and gas ‘elites’ as completely different, but influential factors. It is also
justified through the field research that ‘legal framework’ is more appropriately
labelled ‘laws and policies’ It is therefore concluded that a factor labelled ‘laws

and policies’” and ‘conduct and practices’ provides more supported factors.

Two emerging factors were gathered from the primary research data: Ethics;
Work Permits. There was no substantiation from the primary data gathered for

the factor ‘foreign aid policies’ so this was removed.

If we apply the relevant ready-reckoner questions from Table 5.2 it is concluded
that the factors derived from post-field research can be readily aligned to the

questions shown in Table 5.4.

Table 5.4: Governmental Questions & Factors

Governmental Relevant Factors
1. Do these laws and policies 1. B1 - Laws and Policies
prevent us from delivering a 2. B2 - Ethics
quality and profitable business in B3 - Conduct/Practices
that country? 3. B3 - Conduct/Practices
2. Are these policies upheld in a fair B4 - Work Permits
manner? 4. B4 - Work Permits

3. Are the practices of the regional
regulatory bodies aligned to the
country’s laws and policies?

4. Are we able to bring the correct
level of competence into the
country to fulfil our training
plans and nationalisation
programmes?

Source: Original
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5.3.3 Local Content (C)

Figure 5.3 provides a comparison of the factors underpinning the ‘local content’
theme with the black shaded box representing the barriers to localisation from
the literature review and the grey box representing the evolved/validated factors

post-field research.

Figure 5.3: Comparison of Factors: Local Content

C - Local Content C - Local Content

Experience C1 Local Subsidiary Commitment
Quality of Qualifications C2 Cultural Dimensions/Values
Attitudes C3 Skills

Poaching of Resources C4 Qualification Standard
Cultural Values C5 Attitudes and Behaviours
Local Subsidiary C6 Ethnocentricity
Response/Commitment C7 Poaching

Source: Original

It can be concluded that generally the factors identified from the literature
review are validated, however the data gathered from the field study interpreted
the factors more specifically under revised headings. It was considered more
appropriate post analysis to revise the factors of ‘cultural values’, ‘attitudes’,
‘local subsidiary response/commitment’, and ‘experience’ to read ‘cultural
dimensions/values’, ‘attitudes and behaviours’, ‘local subsidiary commitment’,
and ‘qualification standard’. These sub-themes were substantiated from the field

research and as such more appropriate in the oil and gas industry context.

One emerging factor was gathered from the primary research data:

Ethnocentricity.

If we apply the relevant ready-reckoner questions from Table 5.2 it is concluded
that the factors derived from post-field research can be readily aligned to the

questions shown in Table 5.5.
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Table 5.5: Local Content Questions & Factors

Local Content Relevant Factors

1. Can we empower a local 1. C1 - Local Subsidiary
business entity through a Commitment
committed in-country leadership | 2. C2 - Cultural Dimensions/Values
team? 3. C3 - Skills

2. Do we understand the culture in C4 - Qualification Standard
the country we wish to enter? 4. C4 - Qualification Standard

3. Is there an existing skillset that 5. C5 - Attitudes and Behaviours
we can draw upon in our area of C6 - Ethnocentricity
expertise? C7 - Poaching

4. What is the level of education 6. C5 - Attitudes and Behaviours
standard in that country? C7 - Poaching

5. Do the local resources exhibit the
type of behaviour required for
our business and will they
interact with expats?

6. Do our competitors support
localisation of that particular
country?

Source: Original

5.3.4 Strategic Behaviour (D)

Figure 5.4 provides a comparison of the factors underpinning the ‘strategic
behaviour’ theme with the black shaded box representing the barriers to
localisation from the literature review and the grey box representing the

evolved/validated factors post-field research.

Figure 5.4: Comparison of Factors: Strategic Behaviour

D - Strategic Behaviour

D - Strategic Behaviour

e Management Commitment D1 Core Values

e Quality of Services D2 Organisational Characteristics
e Quality of HR Programmes D3 Strategic Delivery Success

e Salary & Benefits D4 Salary and Benefits

e Successful Strategy D5 Social Responsibility

¢ Organisation Characteristics D6 Succession Planning

e Recruitment & Selection D7 Quality and Delivery

e Local Content Planning

e Expatriate Itinerants

Source: Original
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It was interesting to note that ‘management commitment’ did not really manifest
itself with regard to the parent company context, in the responses from the oil
and gas ‘elite’ sample. However, it did from a local subsidiary perspective which
was concluded earlier. A further deep-dive does however suggest that
commitment of the parent company management is portrayed through the ‘core
values’ factor where it is substantiated from the analysis that every manager has
a mandatory obligation to conduct business in line with the company’s core
values, and not advocating these results is a real barrier to conducting business
in a developing country. Core Values was a recurring theme throughout the
primary data analysis and therefore ‘management commitment’ in this context

has been removed from the evolved conceptual framework.

It was considered more appropriate, post analysis, to revise the factors of
‘quality of services’, and ‘successful strategy’, to read ‘quality and delivery’, and
‘strategic delivery success’. These labels were substantiated from the field
research and as such more appropriate in the oil and gas industry context.
Additionally, through substantiation and knowledge of the oil and gas services
industry it is more appropriate to gather ‘quality of HR programmes’,
‘recruitment & selection’, and ‘local content planning’” under the post-field
research category ‘succession planning’ which again is an interpreted recurring

theme from the data analysis.

Two emerging factors were gathered from the primary research data: Core
Values; Social Responsibility. However there was no substantiation from the

primary data gathered for the factor ‘expatriate itinerants’ so this was removed.

If we apply the relevant ready-reckoner questions from Table 5.2 it is concluded
that the factors derived from post-field research can be readily aligned to the

questions shown in Table 5.6.
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Table 5.6: Strategic Behaviour Questions & Factors

Strategic Behaviour

Relevant Factors

Can we develop a strategy 1. D1 - Core Values

aligned to our core values and D5 - Social Responsibility
deliver business in that country? | 2. D2 - Organisation Characteristics
Do our company’s organisation 3. D3 - Strategic Delivery Success
characteristics influence our D7 - Quality and Delivery
ability to localise in this country? | 4. D4 - Salary and Benefits

What key objectives do we need | 5. D1 - Core Values

to include in our strategic plans? D5 - Social Responsibility

Have we considered what impact | 6. D3 - Strategic Delivery Success
our salaries may have on the D6 - Succession Planning

local environment? 7. D3 - Strategic Delivery Success

Are we ready to advocate social
responsibility and support
investment?

Are we planning to succeed and
deliver local content targets?
Can we sustain a quality delivery
and operational excellence and
deliver local content targets?

D4 - Salary and Benefits
D6 - Succession Planning
D7 - Quality and Delivery

Source: Original

From Tables 5.3 to 5.6 it is clear that a comprehensive set of localisation barriers
in the context of the oil and gas industry has evolved/been validated by-post

field research and concludes that the objective 3 has been met.

205



5.4 Research Objective 4
The fourth research objective was:

"To investigate localisation drivers and their importance to the engineering

services contractor industry”

It was appropriate at the time to take an interpretive view of the drivers to
localisation in a general context in parallel to investigating the barriers to
localisation; this was conducted through the literature review in Chapter 2 and
Figure 5.5 provides a comparison of the factors underpinning the ‘localisation
drivers’ theme with the black shaded box representing the drivers to localisation
from the literature review and the grey box representing the evolved/validated

factors post-field research.

Figure 5.5: Comparison of Localisation Drivers

Localisation Drivers Localisation Drivers

Local Content Policies Core Values

Cost Reduction Technical Development
Technical Development Government Policies
Corporate Strategy Market Potential
Cultural Alignment Cost Reduction
Local Market Knowledge

Source: Original

It could be argued that the drivers to localise a business subsidiary would be
similar whatever industry you are applying it to and this was found to be true
given that the drivers that were exposed from the literature review as being key:
Cost Reduction; Technical Development; Local Content Policies, attracted a lot of
attention from the executives and senior managers interviewed from within

‘Qilco’.

The data collected drew parallels typical within the oil and gas industry which is
highly competitive where there is always a need to drive down costs to become
more competitive and the safety of people and the oil and gas assets, including

the environment, is paramount to success and reputation of a company.
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In summary the following drivers identified from the literature review were

validated during the field research in the context of the oil and gas industry:

e Local Content Policies — however, as substantiated from the field research
this is more appropriately labelled Government Policies in the evolved

conceptual framework;
e Cost Reduction;

e Technical Development - this includes cultural alignment and social

responsibility drivers that were drawn from the literature review;

e Local Market Knowledge - however in a general context that can be
applied through substantiation to the oil and gas industry and this has

been labelled under Market Potential’

Two emerging factors were gathered from the primary research data: Core
Values; Market Potential. These emerging drivers allied with a comparison and
contrasting of drivers found in the literature, and subsequently validated through

the field work, concludes that objective 4 has been met.
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5.5 Research Objective 5
The fifth research objective was:

"To assess the key barriers that have a major impact on operational excellence,

quality and delivery”

This objective was addressed as a parallel activity during the literature review
and primary research. All of the oil and gas executives and senior managers
validated that the importance of quality and performance was paramount in
‘Oilco’. Being a high integrity services contractor in the oil and gas industry
demands an exceptional performance globally to deliver a quality service which is
consistent and synergised throughout every country in which the company
operates in. The researcher has gathered these responses under a sub-theme as
a barrier in the context that an increase in local content may have an adverse
effect on quality and performance and there is a need to find a balance that
allows the business to deliver high quality/operational excellence but still deliver
on its commitment to localisation, and deliver in a manner that is legal, and

within the policy of the government in which you are operating within.

From the literature review, the quality of services was exposed as a barrier to
localisation under the theme of strategic behaviour. This was substantiated from
the above. In summary, if the percentage of local content increases then it has a

perceived negative effect on quality and delivery of the service.

It is therefore a fair argument to conclude that quality and delivery or indeed
operational excellence can be impeded by a combination of factors or barriers to
localisation which can come from any of the four main themes discussed earlier.
By illustration, any of the seven factors listed under ‘local content’” theme can
have an impact on local content percentage and subsequently this level of local
content will have a proportional cost on the premise that local labour is a lower

cost.

The work outlined by the researcher in Chapter 4, section 4.5.7 helps support
this through Figure 5.6. This localisation timeline and hypothesised local content
trending was developed from historical information over a number of years as an

experienced observer. The information gathered was derived from actual levels
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of local engineering resources vs. overall engineering team within an engineering
subsidiary of ‘'Oilco’ in the Caspian Region. The number of manhours spent by
locals producing engineering deliverables on engineering projects was recorded
and presented in a graphical format every month and it soon became evident
that it was difficult to achieve greater than 70% local content in the delivery
without if having some adverse effect on the quality of the deliverables

produced.
Figure 5.6: Localisation Timeline - *Oilco’
Progressive

Local Content
(33)

Progressive Skillset

General Director

Engineering
Director/Role Model
Manager

Lead Engineer
Senior Engineer
Engineer

Associate or Junior

Graduate or Trainee

Localization Timeline (Years)

Source: Original

Additionally, it was found during this measuring process that localization is
achieved fairly promptly in the lower grade engineering roles: associate or junior,
engineer, senior engineer. Arguably, this would be expected given the lower level
of training needed to develop these roles. However, there is a dramatic
slowdown beyond this senior engineering category as we proceed to principal or

lead engineers or indeed into the engineering management roles and beyond.
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The aspirations of ‘Oilco’ in localisation terms were simply not being met and this
‘flat-lining’ of local content has triggered further investigation through this thesis,
and beyond.

Indeed the researcher used this model during engagements with the local
academic institutes (KBTU) to describe how quickly localisation occurs in the
engineering function of an oil and gas services industry in the Russia and Caspian
region. The work the researcher completed during his assignment has since been
measured in other countries in Africa, and validated. This model and the
hypothesised timeline is fairly well supported from the responses back from the
senior executives and managers who perceive localisation to be a time-lined
process who declare that operational excellence, through quality and delivery has
to be balanced with the level of local content. The model also indicates that the
complexities of the localisation barriers are a key understanding throughout the
process.

From the field research data analysis and the evolved conceptual framework,
objective 5 has been met through the identification of factors that have an
influence on quality and delivery or operational excellence and these clearly

underpin the ‘local content’ theme as you would expect, namely:

C1 - Local Subsidiary Commitment;

C2 - Cultural Dimensions/Values;
e C3 - Skills;

e C4 - Qualifications Standard;

e (5 - Attitudes and Behaviours;

e (6 - Ethnocentricity

e (7 - Poaching

However, during this research it is evident, and substantiated, that the situation
is far more complex than hiring experienced local resources; one must look
beyond this and consider the inherent dynamics that are not directly associated

with the local individuals themselves and reach for a balance between the other
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inherent barriers identified; in-county knowledge, governmental; strategic

behaviour.

This balance of local content versus quality, delivery, and cost, as substantiated
from the field research is portrayed on the evolved conceptual framework and is
at the heart of the framework. It is further portrayed in Figure 5.7 which has
been developed to explain how a business may consider how a local content

strategy should look bringing in the main factors identified in this field work.

Figure 5.7: Local Content Strategy
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Project Contracts Understanding Employee Needs

Shared Delivery

| S=N
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Understanding Project LC Drivers “

2

_r'\‘\ Governmental Drivers

/ i() Country Law and Policies
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Leading Universities
Sponsarship
Student’s ear!
Conferences

Source: Original

In summary, the investigation of objective 5 has exposed an opportunity for
further research to be carried out that can investigate and develop weightings
across these four identified localisation barrier themes and provide
recommendations with regard to an optimised balance that maintains an
optimised operational excellence within a subsidiary oil and gas services

contracting business.
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5.6 Review of Gaps in Literature and Future Work

Table 5.7 has been reproduced from Chapter 2 to provide a summary of post-

field research comments which are relevant to the research gaps exposed during

the literature review.

1

Table 5.7: Review of Gaps in Literature

# ‘ Description

There is a lack of research on localisation
of lead technical functions or engineering
roles — current literature focuses on
localisation of Senior Management
Positions and exclude oil and gas
industry context

There is a lack of research on levels of
staff localisation versus a firm’s
performance, and no research found in
the context of a private sector services
organisation

There is no single research article that
attempts to produce a composite model
of drivers and barriers to localisation

There is no industry specific research
which investigates:

e The drivers to why an oil and gas
services chooses to localise a
subsidiary part of a business in a
developing country?

e The localisation barriers that an oil
and gas services contractor must
consider during their strategic
decision making process

There is a lack of research which
addresses barriers to localisation in the
context of a nationals viewpoint,
generally there is a bias towards
expatriate views

Post Research review Comments

Gap has been addressed through this field
research which is specific to an engineering
and technical services contractor in the oil
and gas industry and covers all roles
whether management or engineering

Gap has been partially addressed; this field
work is specific to private sector and
provides a model on levels of engineering
staff localisation vs. performance -
concludes an opportunity for further
research in this area

Gap has been addressed through the
development and validation of a conceptual
model

Gap has been addressed through this field
research which is specific to the oil and gas
services sector and identifies, validates and
updates a conceptual model of localisation
drivers and barriers

Gap has been partially addressed; the
interview guide included specific
questioning with regard to the attitudes of
locals, however there is an opportunity to
target a further sample of local
management with the question set used in
the field research

Source: Original
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The description of the gap has been taken directly from the literature review
gaps identified in section 2.6 of this work. A column has been added to capture
the post field work comments made by the researcher. Table 5.7 provides a
summary of where the gaps have been addressed, whether fully or partially, and
what the possible directions of future research are, which has emerged from this

study.

The first gap identified has been fully addressed through the primary research
carried out via the ‘elite’ sample of executives and senior managers who are
respected and well informed employees of ‘Oilco’. By definition, '‘Oilco’ is an
engineering and technical services contractor who has operated in the oil and has
services sector for several decades. As such, the localisation phenomenon in a
general context, as concluded in the conceptual framework of localisation factors,
has been fully validated through this field work in the context of the oil and gas

services industry.

The second gap has been partially addressed through this field work. Again, by
definition, ‘Oilco’ operates in the private sector and as a result the findings of this
work and the evolved conceptual framework is fully representative of the private
sector perspective on the localisation phenomenon. The field work returned a
compelling set of responses on the importance of quality and
delivery/performance and the effect the percentage of local content has on
operational excellence. There is a dearth of research in this area although the
primary data gathered on this research journey validates and adds to the work
concluded on the identification of factors that affect quality and delivery.
Objective 5 has exposed an opportunity for further research to be carried out
that can investigate and develop weightings across the four identified localisation
barrier themes: In-country Knowledge; Governmental; Local Content; Strategic
Behaviour, to test and provide recommendations with regard to an optimised
balance that maintains an optimised operational excellence within a subsidiary oil

and gas services contracting business.

The third and fourth gaps combined have been fully addressed and through this
work, a holistic set of both localisation drivers and barriers has been generated

and depicted on a conceptual framework that can be used by senior managers
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and executives of oil and gas services contractors during the early stages of the

strategic decision making process.

The fifth gap was partially addressed through this field work. The interview guide
developed by the researcher considered the ‘expatriate’ biased view to date
within the current literature and developed specifically worded questions to tease
out responses in the context of both expatriates and perceived local’s attitudes
and their cultural beliefs with respect to localisation policies. However, the
researcher identifies an opportunity in this respect target a similar sized sample
of local managers across a number of subsidiaries to further validate or develop

the conceptual framework of localisation factors.

5.7 Recommendations for Implementation

This study has dealt with the localisation phenomenon from a corporate strategic
perspective which has enabled the researcher to conclude this particular study
with a complete understanding of the drivers and barriers of localisation to
present these in the form of a conceptual framework and provide a solid footing
for senior executives and managers who are the decision makers of the oil and
gas industry and will decide on any prospective implementation and inclusion in
the operational planning phase of nationalisation policies. The following
methodology is proposed as a guide for the implementation of the localisation
framework of drivers and barriers framework in engineering and technical

delivery functions of oil and gas services organisations:

e Identify a set of goals that localisation aims to achieve for an
organisation;

e Measure these goals against the current goals and provide a gap analysis
model for any intended changes;

e Obtain top management support and commitment to localisation and
prepare for change;

e Understand the current status of localisation policies and implementation
in the organization. This includes assessing the status of the
organisational culture, people, technology, and organisational structure in
facilitating localisation policies as well as the status of knowledge

acquisition, development, distribution, measurement and review;
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Step

Initiate a long-term localisation strategy to achieve the identified goals.
The localisation strategy should aim to identify and demarcate localisation
knowledge in various areas and generally adopt the strategic plan in Table
5.8.

Table 5.8: Implementation Strategy

Description By
1 Set Localisation priorities C!EO/Board of
Directors
> Create a team and/or identify the roles and responsibilities CEO/Operations
of each stakeholder Director
3 Raise awareness of localisation among regional and function Operations
specific employees Director
Strive to create the required infrastructure to facilitate the .
. S . CEO/Operations
4 planning of localisation at the early stages of strategic .
. Director
planning
5 Roll out the localisation framework of drivers and barriers Operatlons
Director
6 Roll out the localisation themes - Manager’s Ready Operations
Reckoner Director
Identify a set of goals that localisation aims to achieve for Operatlons .
7 L Director/Regional
an organization .
Directors etc.
8 Measure these goals against the current goals and provide a g_peratmr&s . |
ap analysis model for any intended changes !rector/ egiona
9 Directors etc.
Initiate a long-term localisation plan to achieve the Regional
9 identified goals. This should aim to provide a consistent and Directors/Head
structured format in line with the themes of the localisation of Technical
framework of factors Functions
Deve_lop_plans ;nd objectives to improve V\{eak areas of the CEO/Operations
10 localisation policy. These need to be associated with Key -
; Director
Performance Indicators.
Regional
. . . Directors/Head
11 View progress and adjust as required of Technical
Functions

Source: Original
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5.8 Research Contributions

This study may claim three contributions: knowledge, methodological

(research approach as an experienced observer) and policy-making.

This study appears to have a contribution to knowledge through the evolved
conceptual framework of localisation. In terms of how successful the research
process has been, it is the researcher's belief that it has provided the first

comprehensive framework of localisation drivers and barriers in the context of

the oil and gas services contracting industry. It has thus succeeded in developing
a holistic conceptual framework which could act like a directional indicator for oil
and gas services contractors to move towards. In light of the normative nature of
this research for MNC services contractors in the oil and gas sector organisations,
it is important to realise that the research findings also provide a normative
function for the services contractors who choose to globalise through the
development and sustainability of subsidiary organisations in less mature

countries.

A methodological contribution is worth noting since the researcher acted as an
experienced observer during the process of this research. No doubt, industrial
experience of the research and his access to the senior management has been

one of the key contributing factors to a successful completion of the study.

The research has validated and extended a framework of localisation drivers and
barriers around which a firm needs to mould its local content development
strategy. These principles could be used as criteria for oil and gas services
contractors in planning and developing a strategy which maximises the local

content but not to the detriment of quality and delivery of the services provided.

In addition, this study widens the understanding of the localisation phenomenon
in engineering and technical functions of oil and gas services organisations, and

the different factors that affect this phenomenon.

216



Finally, one can argue that this study has made a contribution to the policy
makers who provided access to the researcher. The findings of this study will
provide a better and clear understanding of localisation and its drivers and
barriers. This study has generated a list of localisation factors which will aid oil
and gas executives, senior managers or lead engineers in their decision making
and setting strategies for localisation in a highly competitive and volatile

environment.

The research output in the form of an evolved conceptual framework is valuable
to oil and gas services contractors who already operate as subsidiaries in a
developing country. Such companies can revisit their intended localisation
strategies and plans to measure themselves against a validated framework of
localisation factors, or indeed draw synergies to problems which they may
already be exposed to in a country to impose mitigations that can be derived
from this framework. Similarly, for oil and gas services contractors who might be
wanting to enter a country for the first time, this framework of localisation
factors and Manager’s Ready Reckoner toolset can be applied at any strategic
decision making stage or during development of much-needed strategic business

cases.

Senior management might organise workshops and seminars for their managers
who are taking responsibilities of overseas operations, i.e., operational benefits
to oil and gas services contractors and indeed to the growth and development of
local resources globally. Close cooperation with the local universities, possibly via
presentation of findings, or seminars, will ensure that the knowledge in
transferred to the local community and to the benefit of the future engineers and

indeed the oil and gas industry in the countries of operation.
5.9 Research Limitations

Although this study has successfully accomplished its research aim to explore the
localisation phenomenon and its drivers and barriers and attempt to provide a
clear understanding of these drivers and perceived barriers to successful
localisation, it is important to recognise that it also has its own limitations. These
limitations, in some form, have been presented in some cases within the

individual chapters of this thesis, and will now be summarised.
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Of course, every research objective, methodology, and set of methods have their
own limitations but, by making them explicit, further research opportunities can
be identified.

1. Reflecting upon the importance of choosing relevant conflicting and
corroborating extant literature for this type of research, the core
limitations of this research could be identified around the lack of literature
in certain areas. More typically, the lack of literature in the context of the
oil and gas industry and critique of the private vs. public sector industries.
One of the main literature areas which could have been used more
extensively is around the effect the level of localisation has on the quality
and delivery of the services provided, however, there is little evidence to
draw upon in this respect but the provision of a conceptual framework, an
output from this work, provides a platform for this further research to be

carried out.

2. A further limitation of this study is its capacity to generalise the
localisation phenomenon beyond the chosen case study. This
generalisability problem does not only arise from the limited number of
case studies, but also from the single oil and gas industry from which the
case study has been drawn. It could be argued that the emergent
conceptual framework may be considerably changed if the industrial focus
was changed to manufacturing, for example. The different internal and
external pressures of other industries would no doubt produce new
perspectives on the conceptual framework. However, in stating these
limitations, it is important to realise that the researcher provided an
exhaustive literature review to draw on or expose all localisation factors
from a number of different countries, industries, and both private and
public sectors, and argues that the holistic framework generated provides
a fair representation of localisation drivers and barriers and these are

transferable across industries.

3. In terms of the research validity, a major limitation is around the
retrospective nature of ascertaining the past strategy of ‘Oilco’. As this
method is totally dependent upon recall, respondents tend to rationalise

past irrational incidents. Although the author has recognised these phases
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as more emergent in time, only a longitudinal study would realise a core

assumption of this research.

4. Other limitations of this research revolve around some weaknesses of the
different methods used. In the case of the exploratory interviews, a key
limitation is around the time consuming nature of the open-ended
grounded theory analysis. For a doctoral researcher, with little prior
experience of such a complex process, this can prove frustrating and may
not lead to closure due to saturation. In contrast, for the questionnaire
and thematic interview methods the limitations are around data collection
and the bias due to poorly constructed questions, response bias, poor
recall, or indeed reflexivity, where the interviewee gives the interviewer
what he/she wants to hear. However, in mitigation of these arguments
the researcher, as an experienced observer for the duration of his work,
constructed the question guide directly from the detailed secondary data
exposed from the literature review and although he targeted a single case
study organisation, was able to obtain access to ‘role models’ within the
organisation who were able to provide feedback without any secondary

bias.

The research opportunities, arising from these limitations are used as inputs,
where appropriate, and presented in section 5.6 in the form of post research

review comments to address the gaps exposed in the literature.
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APPENDICES

APPENDIX 1: INFORMATION SHEET & CONSENT FORM

Study Purpose

As partial fulfilment for Doctor of Business Administration (DBA) at Robert Gordon University, | have
to carry out a research study. The study considers Balancing Organisational Effectiveness through
Understanding and Managing the Complexities of Integrating Local Content in the Energy Sector.

Benefits of Participating and Why

Your input through gathering primary research data is important to my study so that | may ensure
that a variety of data has been gathered from a variety of Senior Business Managers or Executives,
which will in turn create a more substantial and representative sample size and will help further the
body of academic research on my topic. You have been asked to participate because you are suitable
to provide data for my study as a Senior Manager or Executive in the Oil and Gas Services Industry.

Do you have to take part?

No, participation is voluntary. | ask that you please sign the consent form attached hereto to confirm
your participation. You have the option to withdraw before my study commences or after my data
collection has started.

Will your participation in the study be kept confidential?
Yes. | will ensure anonymity to your identity within the thesis. Any quotations used will be
adequately disguised in their reproduction.

What will happen to the information which you give?
The data will be kept confidential for the duration of the study. On completion of the thesis, they will
be retained for a further six months and then destroyed.

What will happen to the results?

The results will be presented in the thesis. They will be seen by my supervisor and a second marker.
The thesis may be read by future students on the course and will be available electronically from the
academic institution’s repositories.

What are the possible disadvantages of taking part?
There are no negative consequences for you in taking part.

Contact?
If you need any further information, you can contact me: Jeff McDonald, Email

jeff.mcdonald@woodgroup.com.

If you agree to take part in the study, please sign the consent form overleaf.

[Over...
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Participant Consent Form

Researcher Jeff McDonald

Doctoral Thesis Robert Gordon University

| have been approached and asked to participate in this research study and am participating
voluntarily.

A brief overview of the research, the purpose and nature of the study has been explained to me prior
to the interview commencing.

| give permission for the researcher to record the interview discussion on iPhone.

| understand that | can withdraw from the study, without repercussions, at any time, whether before
it starts or whilst | am participating.

| understand that anonymity will be ensured at all times and any extracts will be disguised if quoted
in the researcher’s thesis, or any subsequent publications.

| agree to quotation/publication of extracts from my interview D
| do not agree to quotation/publication of extracts from my interview D
SIBNEA e e
Date e
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Q2a
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Q4.
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Qb5a

Q6

Q7.

Q8

Q9

Q10

Qi1

Ql1a

Q12

APPENDIX 2: INTERVIEW GUIDE

Drivers for Localisation

In your opinion, what would you consider to be the main drivers in developing
growth strategies for local subsidiaries?

Can you tell me about the local policies? Government Policies?

Tell me about their importance to a home country company prior to introducing a
local subsidiary?

Do you see cost reduction as the most important driver for localisation? Why?

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

What is Social Responsibility to you?

Do you consider this an important driver during strategic decision making
process?

Explain the importance of local market knowledge, (indeed knowing what your
competitors are doing prior to setting up a local subsidiary?)

Barriers to Localization

How important are the cultural values in host country in the context of a business
entity’s start-up and delivery?

In your opinion, do you think that local resources feel they have an awareness of
the private sector and what is required regards skill sets to work in the industry?

Do you think expatriate failure has an effect on localization?

What is your understanding, and the importance of Local Content Planning in the
context of achieving localization?

Describe the impact of expatriate’s attitudes on successful localization or
otherwise?

Consider and frame your response to the above question in the context of a local’s
attitudes on successful localisation?

Can you tell me about HR Training programmes? Are they an important driver to
the success of localization?
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Q13

Q13a

Q14

Q15

Q16
Q17

Q18

Q19

Q20

Q21

Q22

Q23

How do you perceive the Governmental policy and attitudes of the government in
achieving localization in both the private sector?

What are your thoughts on whether the government is more influential on either
the private or public sectors or whether there is equal bias?

What are your thoughts on delivery and performance in relation to % of local
content?

What impact does the quality or an undergraduate degree have on employment of
locals in (1) the public and (2) private sectors?

In your opinion, to what extent do salary and benefits impact on localization?
What are you views on ‘poaching’ of resources between competitors?

What would you consider the main barriers to localization within the local labour
market?

Why would you think an organisations characteristics are important in achieving
localization?

Would you consider Implementation of a Business Strategy is important in
achieving localization of a subsidiary? How?

Would you consider recruitment and selection as key components of the
localization process in both, (1) local and, (2) expatriate contexts?

Is there a compelling need for foreign labour? And where?

Describe what level of responsiveness is necessary within the local subsidiary
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APPENDIX 3.1: TRANSCRIPT 1

Drivers for Localisation

What would you consider as the main drivers in corporate strategy for a
global business to nationalise a local subsidiary?

Some of it is legislated locally and some of it mandated mmm by local
governments, also as well mmm from Oilco’s perspective, part of their values is
community and people so you know it increases the local opportunities in the local
community as well.

Describe local content policies (governmental policies) as a driver for
localization. Tell me about their importance to a home country company
prior to introducing a local subsidiary?

It is certainly an area for consideration. There are some countries that have quite
mmm strict and quite developed policies for (for) nationalization and we
absolutely consider that in our strategy for starting an entity in country.

The aim of that particular question was to get a view on whether a
country’s local content policy is considered adequately during the
strategic decision making process, so?

I think more so now mmm you know I think we are, again in a ‘Oilco’ context, we
are very much aware of these requirements and do consider them when we are
entering into a country mmm I don't think it is necessary a formal barrier but it is
absolutely something we take cognisance of.

How important is cost reduction as a driver for localization of a
company'’s in-country subsidiary?

It is an important factor mmm typically expats are very expensive and doing
business locally in a country you have local market conditions mmm which are
prevalent and you obviously have to compete with indigenous organisations so
driving down your cost base is important so there's a commercial benefit as well.

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

Absolutely, technical delivery is a key service mmm that an organisation provides
so the technical development of individuals into that role is (is) crucial so that our
service provision is maintained.

What is Social Responsibility to you? Do you consider this an important
driver during strategic decision making process?

OK, social responsibility is our obligation as a company to engage with local
communities, support them mmm work together with them and not just be
cooperating with them is isolation but actually adding local value to the local
environment, mmm, charities, people in the community educational institutes and
the like, you know working development with them
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Second part of this question, do you consider this an important driver in
the strategic decision making process?

Yes, mmm, I think you know moving into another country (moving into another
country) to set up an office, looking at nationalization I think it's really important
that you very quickly start to establish key relationships mmm in the local
community to mmm help deliver that, to create good will as well for the
organisation in the community I think it's very important.

Explain the importance of local market knowledge, or indeed knowing
what your competitors are doing prior to setting up a local subsidiary?

It's hugely important; there are a lot of subtleties in the way people engage in the
local market place, there's a lot of networking relationships that are pre-
established often it's a tight community, a tight business community mmm
coming in and being perceived as a foreign organisation during setting up you can
make an awful lot of mistakes, you can spend an awful lot of money and not get
an engagement and having that understanding of how business is done mmm
both from a risk factor to make sure that we’re not mmm you know ending up
being expecting to trade in a way we would not have wanted but also from an
opportunity perspective so we can maximise potential as well which is very
important.

Barriers to Localization

How important are the cultural values in host country in the context of a
business entity’s start-up and delivery?

Again I think cultural values have to be recognised, mmm if you think about, for
example, I just recently learned in the Lagos office we have a national dress day
on a Friday and we, and I think it's important that holidays, celebrations, and
religious beliefs of the local population are all considered and the company has to
reflect that, we can’t just be a sanitised western type company and be dammed, I
think we have to actually, you know, put in a flavour and a theme of the local
mmm culture into the organisation.

Describe you perception on whether local resources feel they have an
awareness of the private sector and what is required regards skill sets to
work in the industry?

I think it can vary. In some locations where there is a developed oil and gas
industry, for example, I think a number of locals will have engineering mmm
qualifications for example so we’'ve got a general understanding of the skillsets
and a general understanding of the business. Other areas for example say Ghana
is a developing market, local population see the oil industry something that is
potentially lucrative and potentially a good thing but they do not really have a
base understanding of it.

Why do you think expatriate failure has an effect on localization?

Expatriate failure mmm
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Q10
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Q11
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Prompt - I guess in the context of technical competence or cost
associated with bringing someone in country and so on, so forth?

OK, mmm expatriate failure, yes, bringing expatriates into the organisation can
have a difficulty in mmm often people are transient through the organisation for a
period of time, they typically work on a rotation, they are not necessary
establishing roots in the organisation or the local environment longer term mmm
the skillsets are not necessarily getting developed or passed down in the
organisation organically, so there can be a disassociation from the company in the
longer term from the presence of expats mmm being used for primary delivery
and primary technical knowledge.

What is your understanding, and the importance of Local Content
Planning in the context of achieving localization?

Sorry could you repeat the question... (repeated question) mmm again I think it's
really important that it is looked at as not just in terms of achieving numbers and
having a % of local content that's actually having a diversification of skillsets
mmm right through the organisation, having management representatives as well
as support staff as well as engineering staff for example, mmm and really trying
to work out how gaps in that can be developed and filled. I think it is very easy to
make up numbers just with a labour force and support staff content rather than
having it right through the organisation.

Describe the impact of expatriate’s attitudes on successful localization or
otherwise?

Again that’s (that’s) hugely important mmm if done incorrectly expats can come
in can be old hands who can be a bit cynical have done postings everywhere else
and this is just another one, they don’t necessarily engage, they don’t necessary
want to train and maybe got a lack of respect for locals without the same
experience, mmm that’s a bad mmm side of it. On the other side if they engaged
and buying into what the company is trying to achieve and buying into they will
be doing a handover and transference and there to help establish an organisation
in the longer term then they could have a very positive influence.

Q11a Probing - would you consider the same response if I was to ask the local

Alla

Q12

Al12

attitudes?

I think that would possibly be the case, I think locals would want expats to be
mentors and gurus and people who guide them. I think they would show an awful
lot of frustration if there is an expat who is off-handed with them or was not
willing to share knowledge. I think that would be quite a frustration.

How important do you feel HR Training programmes are to the success of
localization and what do you think they need to include?

Again, I think it is very important mmm obviously as an organisation although we
have a local feel to it ideally we will have some key requirements and key
aspirations for the organisation that we to (want to) engender so these type of
training initiatives, these types of landing awareness sees in the people in the
organisation is very important so they understand what we are trying to achieve
overall as an organisation.
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Just expand a little bit on that, what do you think they need to include?

In HR training programmes, I think mmm...(long pause) specifically HR driven?
You know I am actually not quite sure Jeff, in that regard, I think generally
training of individuals, looking at corporate policies, you know I tend to think of
HR in terms of things like discrimination in contracts of employment, you know
maternity leave, how people should engage in the workplace, showing respect to
each other and things like that and I reckon these are some of the things we want
to include.

How do you perceive the Governmental policy and attitudes of the
government in achieving localization in both the (1) public and (2)
private sector?

OK, mmm, I think it's good that the governments bringing in nationalisation
requirements, localization is really really important, I think actually that it is to be
admired that these initiatives are in place. I think it's very very important mmm I
think that sometimes it just becomes more a people demonstrating stats and
figures, I think a lot more interactive engagement would be good to look at
training and development and ways of skillset gaps filling and things like that. I
think it should be a lot more dynamic with organisations moving in about what we
are trying to achieve and how best to do it. Sometimes it just defaults to % and
numbers.

Do you think there is more influence on, or more push/strength coming
from the government on private or public sector?

Mmmm I think (I think) the push comes at private sector companies who are in
my perception maybe operating through a private sector company, the push in
my experience seems to go to private sector companies mmm but it comes
mainly from the government legislative bodies rather than sometimes the already
established other private sector companies.

Describe your thoughts on delivery and performance in relation to % of
local content?

It can be an issue mmm particularly in the context of ‘Oilco” where we have high
end engineering delivery as our primary business area mmm to make the local
content numbers it can diminish our technical knowledge and approach to doing
business in the way we have established it over a humber of years and it can have
an impact on quality and overall delivery.

What impact does the quality an undergraduate degree have on
employment of locals in (1) the public and (2) private sectors?

Quality of an undergraduate degree, I guess mmm yes there is definitely different
standards in term of mmm degree levels and the amount of rigour people have to
go through in achieving these so it can, you cannot compare apples for apples
necessarily mmm in my experience a good degree in the UK is not necessarily
mmm matched by degrees elsewhere in the world so you have to take some
mmm recognition of that you know when you are assessing candidates.
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Describe salary and benefits impact on localization?

Typically mmm it is the case that a company will look at a lower cost base mmm
when (when) they are establishing locally and when they are recruiting locally and
some of that (some of that) is a reflection on the actual market conditions locally
as well mmm you know looking at average salaries and things like that the
company would typically you know recruit within that (within that) sort of banding
mmm. However you know I think benefits packages sometimes are fairly
reasonable because the company again globally will be fairly equitable in many
ways with its benefits packages. I don’ think people will necessary get many more
than expats will get in the organisation but I think in relative terms it is still seen
locally quite a lucrative position and currently above the mean mmm compared to
you know the traditional indigenous companies.

In terms of weighting, would you consider salary to be a higher
weighting on an individual taking a position or do you think flexibility and
other benefits are just as important to them?

I think (I think) it varies from individuals. Obviously salaries is a key item for
them but in particular in areas where benefits are sometimes somewhat scarce
establishing an understanding of what some of these available benefits are and
how these impact on peoples work life balance, how they impact on peoples
security, background security I think is really important, my feeling is that
initially people who are less aware of benefits packages in an area will look
primarily at salary and if its communicated to them in the right way they will
actually open there eyes to what the whole range of benefits to them.

What are you views on ‘poaching’ of resources between competitors?

I think mmm as ever it is a free market and people have the right to move
between employer to employer there are numbers of reasons not necessarily
salaries and package, sometimes its experience and development of knowledge
and career, sometimes a new challenge and things so I think it's healthy to an
extent that people get a chance to move. However mmm the targeting,
headhunting and sort of escalation in costs because there’s not enough capable
people to deliver a piece of work isn’t really of benefit to the industry, benefit to
the companies and industry and although the individuals will get some maybe
direct benefits by moving I think ultimately it can become very quickly too much.

What would you consider the main barriers to localization within the local
labour market?

I think the primary thing is skillsets and knowledge and experience mmm you
know often companies have very particular requirements for a lot of key positions
and the skillsets aren’t necessarily there so if you take a large loading mmm of
people under localization programmes, you dont have the critical mass of
knowledge to operate the company in the way you would expect to do so.
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Why would you think organisations characteristics are important in
achieving localization?

I think mmm you know a company that is international, that has a multi-cultural
workforce that has established in these locations before will have an
understanding of how to enter a country and actually successfully develop in that
country mmm with sufficient back up support and size, and processes, systems,
procedures and policies, I think actually it stands a good chance of getting it right
and doing things in the correct way; a smaller company that has been successful
in one particular area isn't necessarily as astute to cultural diversity moving into
an area where they see opportunity I think would make many more mistakes and
have to learn as they go, on how to engage and how to best establish.

Why would you consider Implementation of a Business Strategy to be
important, or otherwise, in achieving localization of a subsidiary?

I think a business strategy to do is (is) hugely important, there is a number of
factors that can disrupt your business if you havent pre-considered and
addressed them; some of them we’ve touched on in developing of skillsets,
closing gaps, having the right profile of individuals, having enough people in
senior positions to understanding the local business culture to enable you to get
opportunities and actually establishing business. People who understand some of
the difficulties and sort of engagement with the public sector, the governing
bodies or the like, sometimes these can be mine fields to negotiate your way
through so a strategy that recognises all these areas of engagement and
recognises best how to approach it is more likely to smooth the rough patches.

Why would you consider recruitment and selection and important or
otherwise component of the localization process in both (1) local, and (2)
expatriate contexts?

I think recruitment and selection mmm again is always important mmm you want
to start, there are a number of things, you want to get the right skillsets, the right
capability or the people with the potential to develop these under a training
programme, but you also want to get the right culture, the right approach, the
right willingness to be part of a new organisation. It's hugely important because
you know in an organisation that is establishing and growing then that team
ethos, that culture is (is) extremely important, you know it's not on a long
established entity where is so undynamic, you are creating a dynamic mmm so
and the recruitment process is where we alluded to you before sometimes a
degree isn't necessarily a degree in a knowledge and perceived knowledge base
isn't quite what you would expect just from looking at things on paper, so that
way of recruiting somebody is going to be hugely important, you have got to
really get under the skin on things but also from expats coming in to the
organisation too, you have got to have them coming in with an understanding
what is expected of them; are they just delivering a service, or are they part of
the team that’s growing the business and training people.
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Would you consider there is a compelling need for foreign labour in some
instances and as such not able to localize, if so where do you see this
need?

I think there is, I think we have to realise that mmm the companies looking in the
context of the oil and gas industry for example there are people who have had
maybe 30 or 40 years’ experience in a mature market that has had established
practices and methods, mmm there are some key skillsets that you absolutely
have to be able to inject into your business to make your business a success,
mmm, often as well coming into a local area you are offering something different
to the market place and not something that is the cheapest so that skillset and
knowledge that you are offering to the local market area mmm you have to be
able to deliver so you may need to (may need to) import that skillset and
knowledge.

Describe what level of responsiveness is necessary within the local
subsidiary to promote localization and achieve targets?

I think in many ways the local business has to be at the front end of it, it has to
be driving the process in many ways. It is good in that you would except an
international organisation to develop the strategy mmm to be putting a lot of the
requirements in place and to be sort of monitoring it and measuring it, but I think
if the local entity who will understand the subtleties, understand the gaps an
awful lot better, understand what the local requirements are and the local
strengths and weaknesses are. I think it is really important they are at the front
end of the process and having the ability to modify the strategy as needed as well
and refine it and feedback lessons learned into the wider organisation some of the
challenges that have been encountered.
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Drivers for Localisation

In your opinion, what would you consider to be the main drivers in in
developing growth strategies for local subsidiaries?

Okay. That's one of those questions that could mean everything and anything.
The main driver, ultimately, from us, as a business, we're looking at what are the
growth opportunities within a subsidiary. Does that allow us to produce a business
that is a quality business, with further growth potential, that sits within the
framework of our core values? So what I don't want is the only way to grow the
business is to begin to compromise any of the values. What I don't want is a
business that quickly saturates a market and runs out of opportunities. I don't
want a business that ultimately stagnates, because they say, "There are only two
contracts in that country, and you've won both of them."

Can you tell me about the local policies? Government Policies?

I am obviously aware of different issues around an international business
developing a local subsidiary. Clearly, in some areas, there are specific targets on
localisation and ethnicity and things like that. In other areas, there are huge tax
considerations to be taken into account. There are all sorts of different policies
there that we need to be mindful and aware of. I'm sure some of your other
questions will come on to the effectiveness of some of these policies, or
otherwise.

Tell me about their importance to a home country company prior to
introducing a local subsidiary?

Well, they're hugely important, because in some areas, we find that we're
probably dealing with policies that make it untenable to try to set up a positive
growth story in a particular country. I'll give you an example of that. Until
recently, we've struggled with the idea of committing heavily to working in Brazil,
because the application of tax laws means that it's punitive for a non-Brazilian
company to operate and employ people within Brazil.

You think, "So yes, we've got a small operation in Brazil with PSN, and a small
operation in Brazil with ‘Oilco’. But they're never going to get much bigger, even
though there's a big potential market there, because our experience is that the
tax authorities don't play the same with local companies as they do with
international companies."
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Do you see cost reduction as the most important driver for localisation?
Why?

No, I don't, actually. I think, for me, it's about the sustainability of a business. It
needs to be based on employing local people in quality jobs that put something
back into the local economy in multiple ways. Not just the employment, but also
the spin-off of paying local taxes, the ability for people to afford housing, the work
that we can do in terms of helping local communities with health or education or
poverty issues, and things like that as well. I think the benefits need to be
primarily social, rather than driven by primarily cost.

I think the fact that it makes a lower cost business is a lovely side effect of that,
but I do think that the social responsibility has to be the primary driver, for me.

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

Again, I wouldn't say primary either. Technical development of skilling people up
and things like that, I think there are important things there. But it depends
where you start, Jeff, because if you look at Chad, for instance, the indigenous
technical skill level there is pretty low, because of the lack of industrialisation. So
it would be unreasonable to think that we can create, in any reasonable
contractual time period, the skill levels that have come through 11 years of full-
time education and 4 years of tertiary education and 5 years of experience in the
UK, for instance. It's just not reasonable to think that you can get somebody
who's going to operate at that same technical level, without having gone through
a similar duration of education

What is Social Responsibility to you?

It's about understanding the impact of our business on society. So there are
probably three elements to that. There's the economic part. There's the enterprise
part, in terms of growing the business. Then there's the environmental component
as well. Sometimes people talk about social responsibility purely in terms of the
environmental impact of a business. There's more to it than that. I think it's more
complex than that. I think depending on where we are; the economic part can be
huge. So if we can provide, in countries, an opportunity for local people to earn
relatively well-paid, sometimes very well-paid jobs, that have got a long-term
future, then it gives them the stability that then can be passed on to their families
and things like that. So it's got a hugely beneficial impact. So it's not doing good
for the sake of doing good; it's doing good for the sake of sustainable business. It
makes sense. That's why I would do it.

Do you consider this an important driver in the strategic decision making
process?

Absolutely, it is. In the extent that you were asked to do a business where you
were asked not to engage with the local humanities, or to keep locked inside a
fence in a compound somewhere, not to use local suppliers where you can, I think
that would be contrary to our core values, actually. Because our core values do
talk about employing local people wherever we can. So I think, for us, it's so
important that we've built it into the core values.

239



Q6

A6

Q7

A7

Qs

A8

Q9

A9

Explain the importance of local market knowledge, or indeed knowing
what your competitors are doing prior to setting up a local subsidiary?

That's interesting. Myself and Jerome have talked about this for a number of
years. We think that actually, no matter how hard you try; it's almost impossible
to gain sufficient local knowledge without actually committing to being in a
market. You have to accept that moving into a market that's new to you, you will
discover a lot about that market by being there. It may take years, and you may
come to the conclusion that ultimately, the market doesn't present a sustainable
long-term business opportunity. Therefore, you'd come out of that market. Or you
understand the market well enough that you can see the way of being successful.
We reckon it probably took three to five years to get to the point where you
actually understand the true sustainability of a market.

Barriers to Localization

How important are the cultural values in host country in the context of a
business entity’s start-up and delivery?

Yes, it's a good question, because there are lots of implications or implied
negatives in the question. However, from experience, actually, when it comes
down to it, there are very few countries that don't want to have a reputation for
being concerned about people's welfare, concerned about honesty and ethics
within business, and concerned about the economic benefit to the local
communities. I'm thinking that all of these three things are almost self-evident.
However, what comes through sometimes is, in practice, these high stated ethical
considerations may not get translated on to the ground. So whilst a country's
government may come in and say, "We have zero tolerance for corruption,"” if
corruption is endemic within the practices in a country, then it's something we
have to be very wary of, that we don't end up going into a place where we simply
can't operate, because we choose not to be involved in what are local customs
and practices.

In your opinion, do you think that local resources feel they have an
awareness of the private sector and what is required regards skill sets to
work in the industry?

I don't know if I could answer that. The question is too vague for me, Jeff, in
terms of what private sector? In their own companies?

Do you think expatriate failure has an effect on localization?

Yes, I think it can have huge reputational damage if you've got people that don't
behave properly, and don't uphold the company values, and don't understand that
they have both a mentoring responsibility and an ambassadorial responsibility.
When they fail on either of those accounts, it can cause damage and resentment.
That's why it's extremely important that everybody knows from the outset that
we're here to build a local business as quickly as we can, within the bounds of
what is operationally and qualitatively and technically doable. We're not here to
sustain jobs for expats.
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What is your understanding, and the importance of Local Content
Planning in the context of achieving localization?

I think it's very important, because I think without the plans, it just becomes a
good intention. I think it's too easy for people to say, "Yes, we're really into
localisation." In some countries, what that has led to is the bizarre situation where
local content is achieved by employing security guards and drivers. I'm sure that's
not what the spirit of what local content is all about. For me, local content is
achieved when ultimately, you can hand the keys over to the local manager of a
business and say, "You're part of the global network. Call us any time you need
help, but actually, you guys need to run this business on your own now."

Describe the impact of expatriate’s attitudes on successful localization or
otherwise?

It's key. It's similar to the question before. It's the other way about. Where we've
got expats going into a country, they need to understand that they are mentors
and ambassadors. They need to understand the local customs and culture, not the
other way about. They need to be mindful of the fact that it sometimes takes a
long time to get people to accept the way things are. They need to be firm in
terms of what rules are there and need to be kept, what values need to be
maintained. But they need to be similarly flexible to say, "Well, actually, there are
different solutions for different cultures." It can't just be, "We're here to tell
everybody how to do it." There are probably local concepts that can be brought to
bear as well. So I think that attitude is extremely important.

Q1l1a Consider and frame your response to the above question in the context of

Alla
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a local’s attitudes on successful localisation?

I'm imagining what they might feel is a sense of, you've got guys coming in here,
doing a job, that are clearly getting paid an absolute fortune compared with what
local earnings are. Ultimately, most of the job, people locally could do. So I can't
help thinking that if you don't localise quick enough, it can quickly lead to
jealousies and resentments.

How important do you feel HR Training programmes are to the success of
localization and what do you think they need to include?

I think HR training programmes in the sense of inductions, both for expatriates
going on to a contract, and for local people coming on to a contract, are really an
important starting point. But I think the real thing comes down to the day-to-day
relationships, and people with the right attitudes developing great mentoring
capability. Having that commitment to the localisation plan that sees people
moving from junior engineer to head of accounts to head of HR to contract
manager, or whatever it happens to be, in a timescale that everybody has said,
"That is wholly appropriate and achievable."

241



Q13

Al13

Q13a

Al13a

Q14

Al14

Q15

A15

Q16

How do you perceive the Governmental policy and attitudes of the
government in achieving localization in both the public and private
sector?

Yes, I think it varies from place to place. I think in some countries, you could
argue and say that it has actually held back development and progress. In other
countries, it has been good. So for instance, the work that we're doing in Papua
New Guinea just now, we're able to bring in local content into our contracts at a
pace that is consistent with local government policy. Previous experience in
Nigeria, for instance, has been the insistence on localisation and work being done
locally sometimes means the work doesn't get done at all. So I think the need for
a pragmatic view that says, quite rightly, a government wants as much of the
economic wealth to be retained in-country as is practicable, but not to the extent
that that actually stops economic development.

What are your thoughts on whether the government is more influential
on either the private or public sectors, or whether there is equal bias?

I think obviously, government has a direct influence on the public sector, because
normally it's the funding mechanism for the public sector. It's a generic answer. I
think on the private sector, the government has a part to play, but at the end of
the day, we're the service provider to a customer, and the customer probably has
a more direct relationship with the government.

So the influence that the government has over a customer is a different matter,
but it's not something we're party to. So I find it a little bit difficult to answer that.

Describe your thoughts on delivery and performance in relation to % of
local content?

It's a good question. I think it's all about timing. Ultimately, if it's done properly,
my perception is that the quality and delivery needn't be negatively impacted,
providing we're not trying to rush through the door and fill roles that require
certain competencies with people that clearly don't have them. So there is a
potential there for performance to be impacted, but if managed carefully, it
needn't be the case.

What impact does the quality an undergraduate degree have on
employment of locals in (1) the public and (2) private sectors?

Yes, I think it's interesting. I've had this conversation about graduates a lot.
Actually, in most courses, wherever people have been, the amount of applicability
of course content into the day job [that most people do 0:17:54] is generally
pretty low. So I can have somebody that has done a degree in mechanical
engineering, and then I can say to them, "I want you to get involved in a
mechanical engineering modification." The amount of work that they're going to
use from their degree is going to be limited, because it's as much about
organisation and about being able to interpret specifications and things like that.
Very little will it be back to first principles of mechanical design and stressing and
all that kind of stuff. So I would say that the degree is only, effectively, a badge of
honour to say, "I am capable of learning. I have learnt some stuff that will be
useful in the job, but I recognise that most of the stuff I will learn, T will learn
once I'm on the job."

In your opinion, to what extent do salary and benefits impact on
localisation?
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I think there's a careful line to be trod there, and I think you've seen this in
Angola, specifically. If you end up creating a culture where you're paying people
significantly above the social background, you can quickly get into expectation
levels that are inconsistent with the skill and competency levels. I think it's
something to be very careful of. It feels almost wrong to say, "Well, I'm going to
pay somebody way less, because they're local, than somebody who is expat," but
if you think about it, the expat should be planning to leave at some point. The
local is there for the long-term, and therefore, for that job to be sustainable, his
or her salary and benefits must be competitive in the local environment, not with
the expat environment.

What are you views on ‘poaching’ of resources between competitors?

Of course, I find it, usually, frustrating. It has always been a frustration for me,
particularly if we put a lot of effort into developing resources, and then they
become marketable, and the first thing that happens is that they get taken away.
Then it's frustrating. But it's a feature of a free labour market. At the end of the
day, providing we're committed to continuing to train people, and we're still
building that into the way we do business, it's the right thing for us to do, even if
it does make us subject to being a fishing pond for others to come and take
resources out from time to time. The other side of that is, if we treat people well
and we've got a strong safety culture, a culture of integrity, then as people leave
our organisation and go elsewhere, they take some of that with them. They also
take a predisposition to us to say, "Good company. might work for them." Some
of these people could end up being our customers.

What would you consider the main barriers to localization within the local
labour market?

The main barriers to localisation. There's something there about getting this
balance right between benefits and rewards. There can be barriers there in terms
of the insistence, in some areas, of almost like a unionisation that guarantees
continuity of work, where we can't guarantee continuity of work for people. We
ran across this in Bangladesh, for instance, where at the end of the day, we tried
to shut down our contract, and we ended up in a messing closing of the contract,
because there were different interpretations of local employment laws. These
kinds of things become a barrier to employing lots of local people. I think the
other barriers there are about the expectations of the speed of handover. I think
another barrier that sometimes we miss is where you've got local tribal or
religious or ethnic differences between different groups. We can be less sensitive
to them than we should. Yet, internally, they can be the cause of a lot of problems
for us to treat everybody as if they're all part of the same local team. Whereas in
reality, they may be part of different ethnic groups or religious groups that really
don't work together well.
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Why would you think organisations characteristics are important in
achieving localization?

I think characteristics is an important one, because at the end of the day, if an
organisation is purely in it for the profit, they could say, "Well, actually, the
burden of localisation, the benefits of potential lower cost in the long-term is not
worth it. So we're just going to come in, we're just going to do our stuff, and
we're  just going to finish at the end of the contract.”
So I think there's something there about the heart of the business. What is it they
value? For us, local content under the banner of social responsibility is one of
those things that we say explicitly that we value. Therefore, for us, that's one of
the characteristics that you would like to think that people would say, "Waell,
you're likely to be a good company to have in our environment, because we know
you're not just going to rape and pillage. We know you're going to get involved
with local communities. We know you're going to employ local people, and you've
got the track record, having done it several times before. We can see that you do
put a lot of effort into creating sustainable local jobs."

Would you consider Implementation of a Business Strategy is important
in achieving localization of a subsidiary? How?

I think it's really important, because I think it becomes a key differentiator for us
in terms of, why would somebody want us to come into their country to do work
for them? Again, probably the best example of that is when we initially bid to
work, on our own, rather than through a joint venture, in Chad. When we were
bidding the contract - which was a pretty conventional contract, with rates and
materials and all sorts of stuff - when we spoke to the customer in detail and
said, "Look, what is it you're really looking for?" it was all about localisation. So
not only did we put in a bid that was consistent with what the bid requirements
were, we put in a separate localisation plan. That became the focus for our
discussions, until eventually, we won the job, and we've been there until this day.
It really started out to say, "Look, guys..." It wasn't asked for on the bid - that
was the strange thing — and yet it was the key thing they wanted.

Would you consider recruitment and selection as key components of the
localization process in both (1) local, and (2) expatriate contexts?

Yes, and difficult to do, and one of these areas where if it's not done well,
applying a westernised process to a local recruitment effort has potential
difficulties. Because actually, people's expectations, how people that are not
successful are treated, what it makes them feel like in the local society, and all
sorts of things there, it's not something to be treated lightly. The key to there is
learn before you go on how recruitment can work, so that you do get the right
skills, but in doing so, you don't damage whole bunches of other relationships.

Is there a compelling need for foreign labour?

It's a good question. I accept that in some countries, there may be such a lack of
indigenous skills that the only way to actually bring that in is to bring in skills
from outside that country, whether that's from a third party country, because of
the contractor, or whether it's from the host country. But there may be a skills
gap. If there is a skills gap, then one way to fill it is to bring in people. I think
there needs to be something in there that says, "This should, in most cases, not
be a permanent solution. It should be a way of upskilling the locals."
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Describe what level of responsiveness is necessary within the local
subsidiary to promote localization and achieve targets?

I think that you'd be very responsive, because actually, setting out a plan on day
one, it's not easy. You can construct a plan, but you know, in the cold light of day,
there will be elements round about that plan that won't go exactly as you expect.
It might be that the client's work programme might change. Maybe a local law
changes. It might be that there's a driver to accelerate cost savings or whatever.
So there's a definite need for responsiveness and flexibility to say, "If we need to
slow down our localisation, this is what it would look like. If we need to speed it
up, this is what it would look like," and the team not be wedded to say, "We're the
victims, because somebody has changed the rules." The rules change all the time.
So we should be saying, "Well, actually, this is as fast as we possibly can go.
Beyond that, we can't guarantee the safety of the operation or the maintenance of
the core values. Therefore we're not going to do it. Ultimately, be prepared to
walk away if somebody says, "No, we insist." You say, "Well, we can't do it. We're
not going to do it, because it will break their core values." But having that
flexibility that says it doesn't have to be absolutely consistent with the plan that
we bid, because things change.
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Drivers for Localisation

In your opinion, what would you consider to be the main drivers in in
developing growth strategies for local subsidiaries?

I think it mainly comes from the contract that we have signed with the client,
which comes from the government driver. I think that's the main reason. Then the
secondary reason is the fact that we have a core value, which includes localisation
that we want to have more and more people from that region doing the work, as
it says in our core value.

The main reason is economic necessity. We don't have enough people and we
want the people there to be able to do the work and not have it full of staff that
are expats. That gives us a broader base of people.

Can you tell me about the local policies? Government Policies?

No, not that detailed. If I'm going to read something it will be in the contract and
I read the client's interpretation of what the government policy will be, which is
generally a nationalisation of the personnel and also a building up and a use of
the local supply chain, which I think is very admirable.

Tell me about their importance to a home country company prior to
introducing a local subsidiary?

We need to understand it. It needs to be clear. We need to have somebody who
can talk us through it and we also need to know that it's stable. We prefer to
know it's stable, it's not changing, or we would like to know what's coming in the
future. In Ghana certain things weren't in place, but we knew they were coming.
Being aware of that helps us develop our strategy for getting into the country.

Do you see cost reduction as the most important driver for localisation?
Why?

No, never have. I think in the long term it can be. The most important thing for us
is to deliver the quality of the service because if we're working in hazardous areas
we need to ensure the people we've got are competent to do the work and
therefore the cost cut will go with it. Eventually, yes, if you've got competent
people then you'll have to localise.

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

Absolutely. I think it's one of the main things we should do as a home company.
We should be transferring our knowledge to the local workforce and training them
up to make sure they're competent. In the end, we should be a home company
that's got all its skills in its home base and nothing outside. We should be able to
develop or deliver a quality service wherever we are in the world.
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What is Social Responsibility to you?

I think it's being part of the local community, working with the local community
and helping enhance the local communities' lifestyles I suppose through ensuring
people have work. If they need help with community practice or community
projects then we should be involved in that as well. We certainly should be aware
of their issues and what matters to them, not what we think matters to them.

I think there is more than a subtle difference. We shouldn't take our western
cultures and our western ideals into local communities and assume that's what
they want. We should be very thoughtful and listen to what they actually do want.

Do you consider this an important driver in the strategic decision making
process?

That's a good question. It should be considered. As to whether it's one of the
most important parts of it, I don't know. That's one that you could debate.

Explain the importance of local market knowledge, or indeed knowing
what your competitors are doing prior to setting up a local subsidiary?

Okay. That's a good question. I was thinking more from the point of the supply
chain. You need to understand what that supply chain can supply you with and the
quality it can supply you with and what the challenges are in terms of money. As
you said earlier, bad practices, who's got tie-ups, who's supplying it to them, what
connection they've got back into more developed countries. You're right in the
sense you do need to know what your competitor is up to and how well they're
engrained there as well.

The other thing I was thinking about, you need to know what is the acceptable
practice in these parts of the world in terms of supplies as well because I think
that would be part of your strategic decision-making way to enter the country. If
it wasn't played properly you might decide not to go, given that we have the
compliance standards in our ethics policy, integrity policy.

Barriers to Localization

How important are the cultural values in host country in the context of a
business entity’s start-up and delivery?

Fundamental, absolutely. It's very, very hard to change the cultural values of a
country. It's very hard to change the cultural values of a small company, never
mind anything else. Therefore you have to be aware of what they are, I think
incentive to that. I think it's really important that you've sat down and thought
about it.

I don't think we do that enough, work out what those values are in the region,
because they might not be the same. Like Nigeria will be different in different
regions. What matters to them, how does that fit with our cultural values and
what are we going to do about it?

I would say that's true also for one of my bugbears, integration of new companies.
We don't do that even. We buy companies overseas and we don't actually
understand the culture. Sometimes we get fooled by thinking people speak the
language. That is not the same thing as having the same culture. Sorry, that's my
hobbyhorse.
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In your opinion, do you think that local resources feel they have an
awareness of the private sector and what is required regards skill sets to
work in the industry?

Oh, I don't know. The answer to that is specific to the country and the people.
Some will. I suspect if you go to Angola, some of the guys there will be very well
developed and very clear on what's required. I know in Algeria some of the people
are very good as well. Other places literally won't have a clue because they've
been fixing tractors or something. It's a much more localised economy.

I think also that reflects on the standards that are required as well. They don't
really understand it. One of the eye openers for me was going to Romania.
They're all top-notch people fixing things that were 60/70 years old, and very
proud of it, but not aware of what else you could do.

I think you have to be sensitive. That is a really good point. Because they've been
working for so long in that environment they weren't always thankful for you.
Some were. The younger ones were, but some of the older people were not
thankful for you telling them they didn't have to be doing that. A lot of the
Russians are very proud of their country. They've put men into space, so what are
you to be telling them about how they should be doing things?

Again, that's the sensitivity of it. You have to approach that very carefully or you
have to pick people who are more open to change.

Do you think expatriate failure has an effect on localization?

Yes, and we've seen that in a number of places where the locals are looking at
these people coming in. They become aware of the numbers, the monies these
people are getting. They're aware of the lack of interest, the lack of effort that
they put it. It reflects badly on the company because they're saying we're not
giving their best people, who are going to be stable because for them it matters.
They're staying for the future. They're not going to be in and out of the country.
They're there. It's their business or their life and their career, and we're not
looking after it. We're not bringing the right people in. It frightens them I think
just in terms of the contract, but how can they also develop when you've got all
these people wandering in?

I think also the expats need to have some training in how to train. If you get the
right ones, they're good at it. If you get the poor ones, they're not good at it. It's
having an empathy with the people there and helping them, which I know you're
fully aware of from Atyrau as well.

What is your understanding, and the importance of Local Content
Planning in the context of achieving localization?

I think without a plan you can't achieve it. I think you need an objective, and then
based on the information you have, the training sources and the competence of
the base work or the base group, then you need a plan. You need to work the plan
and you need to check it every year and review it.

Again, I don't think we do that enough. I think we create a plan and then we
forget about it and we have excuses why it's not working and not reasons why it
is working. It will change because things will go adrift. I think the first thing on
anything is have an objective, have a plan and work the plan. I don't think that's
too difficult.
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Describe the impact of expatriate’s attitudes on successful localization or
otherwise?

Fundamental to it. I think the ones who understand what we're asking them to
achieve and want to be part of it- and I think the expression we use, "We need
you to work yourself out of a job" is somehow still important. Some of the guys
will nod and say, "Yes," whereas if there's a whole group of them, they're just
travelling around. They'll be there for a year or two years if you're lucky. They get
fed up and then move on. They're not interested in getting themselves out of a
job or training people. Maybe they need new skillsets. We need to be more
sensitive to that.

That's true of the UK. Some of the leads we've got just aren't competent to do it.
Sometimes we need the competence. We need a person who's competent in the
job, first and foremost, and they don't always have the skills. The issue will be
how do we work that? If we need the leads who are competent, is there another
way we can work round getting the in-country people up to a certain level if the
lead can't do that?

Q1l1a Consider and frame your response to the above question in the context of
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a local’s attitudes on successful localisation?

I suppose it's the point that if you're a local and you see the expat come in and he
doesn't care about you, your attitude will be pretty much the same I would have
thought. You'll reflect back to them the attitude you're getting. "You're not looking
after me. You pay lip service to it. Well, why should I care?" I'm not going to feel
part of that company. I'm not going to feel proud of it and if someone local comes
along I'll go with them.

That's always the challenge. I want those people to feel proud of the company
they're working for and know that we're looking after them. We're talking here as
if we're doing all this stuff to them, and we should I suppose. We have to know.
We have to prepare the plan to do it. In the end, they should be part of that
process as well.

How important do you feel HR Training programmes are to the success of
localization and what do you think they need to include?

Well, absolutely, but in my mind I suppose that's the fundamental of people. I
keep talking about the localisation of people, but the HR will be very important in
that. The only thing I'd say is the HR quality and the plan needs to be appropriate
to the country they're in and needs to be delivered by people who understand it
and are sensitive to it.

Sorry, I keep forgetting about supply chain. We also need to have a plan for the
supply chain as well. Again, if we have leads going in and out they're not going to
develop a relationship, they're not going to care about who's there and they're not
going to look after them and grow them. You need some stability in that area as
well so we understand what they're competent to do and we understand how to
help them become more competent.

How do you perceive the Governmental policy and attitudes of the
government in achieving localization in both the public and private
sector?

I think they need to be clear on what they want, they need to be consistent with
what they want and they need to make sure they're checking up on it.
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Al3a

Q14

Al14

Q15

A15

Q16

Al6

on either the private or public sectors, or whether there is equal bias?

No. I don't know. I just don't know.

Describe your thoughts on delivery and performance in relation to % of
local content?

It's always going to be a challenge. If the local guys aren't competent enough
you're always going to have a problem with the delivery of what you're going to
do on time and also the quality. It can be a challenge. I would argue that you've
got to make sure that the quality of what you deliver is appropriate. You cannot
default on that because also you need to set the standard for the team.

That's not a localised- it's just training people in anything. You'd expect them to
do that here as well. If you think back to what we had when we bring in graduates
here and the young designers we've brought in a few years ago, it's the same
thing. The guy sitting next to them, "Oh, it's easier to do it myself. Oh, I'll do it
myself because you don't have to do it." All we do is get a guy sitting there doing
nothing, so we do need to get them involved and we need to look after them and
bring them through.

What impact does the quality an undergraduate degree have on
employment of locals in (1) the public and (2) private sectors?

Well, we've both got experience of when the undergraduate degree is not a
reflection of the quality of the people. If that really matters? I think you need a
degree to show the level, but you also need to test them to make sure they're
competent to do it, obviously depending on which country you go into and what
the common view of the quality of that education is.

I liked it when we used to send the chiefs out to do the interviews in a number of
countries so that we knew the quality of what we're getting. I know Robert Bell
from structural used to give them tests. I'm saying, "That's going a bit far."
Maybe, but maybe not. You found out the ones who are good and then you
suddenly found out, "Well, I didn't actually do that. It was, "My pal came and sat
the course" or something else or something.

We had a bit of that, so we always made them bring photographs as well as their
CV. You live and learn.

In your opinion, to what extent do salary and benefits impact on
localisation?

I think it's important. It's interesting that. It's a really interesting question
because I've seen it. When you start off, you're going to pay probably a good
salary and you'll give them experience, so the combination of two things is
brilliant. We've had experience where we used to bring them over to the UK to get
them local experience quicker, to accelerate their experience. They all loved it and
loved the company and everything else.

By the time they got back they would head off into the wild blue yonder because
someone offered them money, whereas when they started they weren't affected
by it. They were happy to get what they were getting and get the training. By the
time we'd done with them, (Laughter) all they were interested in was the money.
I'm not sure I want that written down, but that's what I found. In Kazakhstan it
happened so many times.

250



Q17 What are you views on ‘poaching’ of resources between competitors?

A17 My usual one about we're not King Cnut. If people don't want to work for you, you
shouldn't make them work for you. You shouldn't try and keep them in. I think
there's nothing worse than that, having restrictive contracts. Obviously if you
bring them over and train them in a course you could ask, "I want you to stay for
five/six months or a year." I'm okay with that.

The thing is, you have to be careful about it because you can't say, "Well, if you
leave within a year you have to pay back the course costs" because they can't
afford it anyway. If they're going to stay there and they're not happy, do you
really want that? You've got to think through that sort of stuff. You might have the
course, but will you actually use it?

I think what it means is if you're going to transfer people back to the home office
you just need to have them a bit longer and you need to be very, very aware of
what drives them. We've met lots of guys and girls who are driven by wanting to
be better, to be competent, to learn things, rather than by money. They're the
ones we need to look after. I think we just need to be aware of them and to be
able to pick them out.

That's why we need a good local HR group who can do that sort of stuff, just
making sure their salary and benefits are in place, but actually understand what's
driving them.

Q18 What would you consider the main barriers to localization within the local
labour market?

A18 Awareness of the company, competence of the people, confidence that they can
do the work or learn to do the work. I suspect awareness of the company. Quite
often we'll be going into a market that maybe growing, you've got clients. Always
the challenge is that the clients will get all the first-rank people first. Not always
the best ones, by the way, just the cleverest ones, always the ones you want.
That's another debate which we needn't go into here.

Q19 Why would you think organisations characteristics are important in
achieving localization?

A19 Well, I think the more you've done localisation, i.e. the more globalised you are,
the more nationalisation you are, the more confident you are you can do it and
the more you learn, hopefully, how to do it and you've got a lessons learnt
database. I don't know if we have or not, but you'd like to think we have. We've
done all the hard lessons.

We've been doing Atyrau for, what, 10 years, 12 years? We've been doing parts of
Africa for year and years, so if we don't know then no one should.

Q20 Would you consider Implementation of a Business Strategy is important
in achieving localization of a subsidiary? How?

A20 Yes. In a sense, the business, absolutely. Again, I suppose that comes back to my
earlier answer. I think you need an objective, and that's part of your strategy.
What are you trying to achieve? Now, if your business strategy is to run a five-
year contract and make as much money as possible and get out, then that's one
objective. I'm not saying it's the right one.
If your objective is to be there a long time and set up a subsidiary or your
company there, then your strategy should contain things that will allow you to do
that. Otherwise it's not strategy. Be clear on what you want to achieve and then
set about doing it.
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Would you consider recruitment and selection as key components of the
localization process in both (1) local, and (2) expatriate contexts?

Oh, absolutely, yes. That's essentially what we were talking about. We need to be
choosing people, A, who are competent or have the ability to become confident,
but, B, as far as we can judge, want to stay with the company and grow with the
company and to be better.

Is there a compelling need for foreign labour?

Oh. Yes, there is because of the competence level. What it is, quite often when
we're doing work it's within the context of a brownfield environment. People need
to learn that, which is not to say they can't design a pipe, but they can't design
the pipe and fit it in, in a brownfield context. I think that's what we need them for,
these leads for.

Also, to teach lessons learnt, say what you should and shouldn't do and to drive
the right behaviour that we want. Just because you know how to design a pipe
doesn't mean you know how to work in a team and to understand how to design
that pipe in the context of an offshore environment. There's a number of things
you need the chaps for.

Describe what level of responsiveness is necessary within the local
subsidiary to promote localization and achieve targets?

I think it does. It needs to be 100%. If it's not, then I think what you'll find is that
the laissez-faire attitude will develop. "Oh, they're not bothered over it, so wel'll
just let them go. No one complains about it, so we'll just keep sending expats and
they'll all do...building stuff and everyone will be happy."

No, absolutely, and you want to see them driving. You want to see their faces
coming up and saying, "Well, can I do this?" Back in England or UK you do that
[for the] financial [cause], "Can I go and do it?" That's what you want from these

guys.
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Drivers for Localisation

In your opinion, what would you consider to be the main drivers in in
developing growth strategies for local subsidiaries?

If it's a new country entry, I suppose looking at the size of the potential market in
the country. Mmmmm growth strategies. Yes, really looking at the potential size
and complexity of the market.

Can you tell me about the local policies? Government Policies?

Government policies, and what they mean to me. There’s no perfect solution, I
don’t think, in terms of the local content aspect of government policies. Some are
very different. Government policies vary in every country, every different country.
If you compare the likes of Kazakhstan to Nigeria to Angola, there’s a complete
disconnect. Some work, some don’t. They cause a lot of confusion, because
there’s no consistency in how they’re actually applied whatsoever, and it's not
always how they’re actually applied.

It depends on the local area that you're working in, and how they actually take
the government policy and apply it in a local market.

Tell me about their importance to a home country company prior to
introducing a local subsidiary?

They have very, very little importance to their home country company. They don't
think about them. They don’t give them any focus of attention at all. They are
completely focused on setting up the business, and giving no thought process
whatsoever to what the actual local content guidance is, or drivers and laws are in
the country that they're entering.

Do you see cost reduction as the most important driver for localisation?
Why?

It's an important driver. I think it would depend, maybe, on the maturity of the
market. If you're entering late in the market, then to compete with other
companies, you're going to have to localise very quickly to be competitive,
depending on the split of their workforce. If you're entering a country very, very
early, and there’s no competition, it may not be as important to you.

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

No. I would say making money is the primary factor for localising. Unfortunately,
the technical development part probably comes as a necessity, rather than as a
driver. A necessity that you get there, rather than an actual driver for going in
and doing business. Does that answer the question?
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What is Social Responsibility to you?

Social responsibility, to me, is actually becoming part of the community that
you’re working in, and being part of the community, not just going in and setting
up a business with no thought whatsoever to how you're affecting the local
market.

Do you consider this an important driver in the strategic decision making
process?

It should be an important driver. It should be one of the key drivers during the
strategic decision process. I'm not convinced it always is.

Explain the importance of local market knowledge, or indeed knowing
what your competitors are doing prior to setting up a local subsidiary?

Again, for me, it's critical in terms of how you, mmm if go back to maybe the
maturity of the market, if it's a very mature market that you’re entering, you
really need to understand the local market to make sure that you get your pricing
right. If you go in too high, you're going to win no work. If you go in too low,
you're probably not going to get the people to deliver the work, so it’s critical.

Barriers to Localisation

How important are the cultural values in host country in the context of a
business entity’s start-up and delivery?

Again, I think it's important, but is enough real thought given to it? Probably not.
Host country...okay, so not your actual home country culture.

Extremely important. Understanding the thought process of the businesspeople in
the country that you're entering is very, very important. Again, I'm not convinced
that we give enough focus on that. We tend to have the focus on the market, the
size of the market, the potential business rather than the actual culture of values.

In your opinion, do you think that local resources feel they have an
awareness of the private sector and what is required regards skill sets to
work in the industry?

Certainly, historically, if you look at somewhere like Kazakhstan, it was all about
private sector, and that's what they knew. I think they’re very slow in some
places, especially when it's a new industry like oil and gas, to pick up on making
sure that the training and the universities are aligned with the requirements of the
industry. The local resources, I don’t think- very, very rarely get the big picture.
They just want to be part of it and make money. They don‘t really see what the
endgame is ever going to be.

254



Q9

A9

Q10

A10

Q11

All

Do you think expatriate failure has an effect on localisation?

Failure. Yes, it would have an effect on localisation. The one thing I've seen is that
locals in the countries that I've been involved they like continuity. They like to
see- they like to feel they're actually part of something. If that something is
always changing, then they don't feel at all confident that they’ve got a long-term
future, so yes.

What is your understanding, and the importance of Local Content
Planning in the context of achieving localisation?

If you don't plan it, you’'ll never achieve it. If you don't actually set out targets,
then forget about ever achieving a reasonable level of localisation. Do you want
examples?

If you actually look at Atyrau as an example, we actually had an unwritten,
maybe, in some cases; target of what we believed was an acceptable level. That's
gone backwards. There is no local. There is no target, now, and they're actually
going backwards, and they’re using more ex-pats when they could very easily be
using nationals for a lot of positions.

Describe the impact of expatriate’s attitudes on successful localisation or
otherwise?

It’s critical. If the attitude’s not right, then you’re never going to have a successful
localisation policy.

Q1l1a Consider and frame your response to the above question in the context of
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a local’s attitudes on successful localisation?

A huge amount. If they’re not proactive, in terms of learning and actively
participating in delivery of projects, and trying to push themselves to further their
careers, then you’ll never, ever localise the business. If your nationals are sitting
back, and just being along for the ride, they will never, ever take over the lead
roles.

Can you tell me about HR Training programmes? Are they an important to
the success of localisation?

Yes, without question. If you don’t actually have the training programmes, you're
never, ever going to see your people progress in any way. It's important that the
HR training programmes have an understanding of the level of competence of the
people that you're actually trying to train before they start.

How do you perceive the Governmental policy and attitudes of the
government in achieving localisation in both the public and private
sector?

That’s a good question. Let’s concentrate on the private sector, our own sector.
Governments come up with policy. Governments don’t always understand the
industry. In fact, they probably have a very limited understanding of the industry.
They're developing a policy based on what they believe is an appropriate
timescale, politically, to keep them in office. It actually has no reference to the
training and competence they require to get the people to have the skills to
actually enable you to localise the business.
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on either the private or public sectors, or whether there is equal bias?

Probably, mmmm a difficult question. I think, in terms of localisation, public
sectors in everywhere I've been are entirely national anyway, so the focus is to
nationalise private sector, again, with no direct influence of the private sector.
They don't involve the private sector in setting the localisation targets.

What are your thoughts on delivery and performance in relation to % of
local content?

Delivery and performance on percentage of local content. Hmm. It's that balance.
What is important? Is it cost? Is it delivery? Is it performance? Is it quality? I
think it’s difficult to put it overall, isn’t it? Because I think experience is that every
project is different. I think certainly some of the places I've seen- if you look at
Angola- you haven’t been in Angola. But if you actually look at Angola, I would
say that is an absolute failed localisation model, and that they have imposed
targets. But those targets have not worked, because the cost of imposing those
targets is far higher than the benefit.

So, as much as they have very strict localisation and nationalisation targets, the
work is all going out of country, because it's actually cheaper to do the work
abroad. So, it’s failing. It's not adding any value whatsoever. I hope that answers
your question.

What impact does the quality an undergraduate degree have on
employment of locals in (1) the public and (2) private sectors?

It should have a massive impact, but I don't think it really does, because in some
places, you just don’t have enough resources, so you're forced to take what's
there, rather than really going for the well-educated personnel.

In your opinion, to what extent do salary and benefits impact on
localisation?

It's very important. Mmmmm, benefits’ impact on localisation?

I think they’re important in terms of retention of personnel. Do they really fast-
help, in any way fast-track localisation? I'm not so sure.

What are you views on ‘poaching’ of resources between competitors?

It's inevitable. If you're entering a country and you're not first in, and you have to
gain market share, and you need to have a certain percentage of localisation, you
will take what you can get. It's inevitable. At the end of the day, it will bring
additional people into the market. It will inevitably mean that we’ve all got to go
out, hire new people, train them, and they will at some point in time move on. So,
yes. Can it be controlled? I'm not convinced, successfully.
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What would you consider the main barriers to localisation within the local
labour market?

Again, government drivers not really aligning with the business needs, with lack of
trained resources, lack of universities aligning with the type of people that you
actually need to hire. Again, going back to the old brownfield versus drilling
reservoir management type focus that they had in Kazakhstan that just didn’t give
us the type of people that we needed. I think there’s also perception- people, local
people tend not to grasp localisation enough and take enough ownership. If they
don’t take the ownership, you really will never get to the place you need to be.

Why would you think organisations characteristics are important in
achieving localisation?

Yes, I think, again, a lot of the people that you're dealing with have very little
knowledge of the industry outside of the country, their home country. They're
probably attracted to (a) the clients first, because they tend to know that’s a job
for life. Then, the service companies come further down the list of preferences on
who they would like to work for.

But the Internet’'s a great thing, nowadays, and they all know the bigger
companies and the better companies to work for, so they want to work for the
bigger organisations, without question. Sometimes, without actually thinking
things through. I think a good example of that is when you get a lot of people-
there’s a big capital project coming on, with a two, three year duration. They
think that’s a job for life, and then it's not until two and a half years through it
that they realise that six months, and they’re out of a job. So, planning short-
term. They’ll take that extra little bit of money before they will actually think long-
term.

Would you consider Implementation of a Business Strategy is important
in achieving localisation of a subsidiary? How?

Yes, absolutely. If you don’t have a strategy, then the chances are, you'll never,
ever implement any type of localisation plan. You will just go along with what is
acceptable at the time. How? Again, it's that link down, isn’t it? It's a corporate
strategy to the local business strategy, into local plans.

Would you consider recruitment and selection as key components of the
localisation process in both (1) local, and (2) expatriate contexts?

I think it is, definitely, on the ex-pat side. It's critical on the ex-pat side to get the
right people, with the right attitudes, that understand that they’re coming in to
work themselves out of a job. Success is working themselves out of a job. I could
take that further into the context of: do the companies that are employing them
reward the people that are really good at that? I don’t think they are.

But, in terms of locals, it's probably less important, because you’ve got, in some
cases, a very small market of people to pick from. So you tend to have to take
what you can get, so it’s not always about making sure you're taking in the right
locals with the right attitude to learning and development. It's what you can
actually get, at the time.
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Is there a compelling need for foreign labour?

I think there is, if you are looking to fast-track setup of a business, specifically in
oil and gas, and what we're doing. The type of work we're doing, in some cases,
can be fairly safety-critical, so you need to ensure that you've got the technical
competence. If you had longer, and money wasn’t such a driver, you might be
able to do it locally. Because there are local companies and competitors out there
that can do it successfully, it maybe takes them longer to get to the same place.
But, I think, for the type of work we do, trying to do it without foreign labour, and
without being able to implement management systems etc., I think would be
quite difficult. Where? well...

I think it depends on the maturity of the market you're entering. If you look at
Nigeria, the assumption is that we haven't really done anything overly complex
there, but you probably won’t need to bring in design leads, etc. But in
Mozambique, Tanzania, and all the east coast African countries, you're going to be
starting from scratch. There is no history there, so you're going to have to bring
the whole lot in with you.

Describe what level of responsiveness is necessary within the local
subsidiary to promote localisation and achieve targets?

That's critical. If you don’t have a local management team who have bought into
localisation, whether it be from a legal point or because it’s the right thing to do,
you're never going to get there. So, yes.
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Drivers for Localisation

In your opinion, what would you consider to be the main drivers in in
developing growth strategies for local subsidiaries?

Making certain that the end user, i.e. the operator, takes us into account and
understands the complexities when putting tenders together. They need to be
realistic targets that can be met, instead of unrealistic targets. So, it comes from
the top. It's got to start from the guy with the money. That's where this will start
from.

How do local government policies influence localisation?

The local government policies, at the moment, there are two. One is they are
insisting now on a high level of Kazakh equity. Example, a 50% joint venture with
50% genuine Kazak equity. The other way is measuring the content is the
percentage. A local company can be deemed as having 95% personnel is
considered to be a local company. There are two ways of, basically, viewing local
content, how the authorities are pushing.

What should a home country know about these policies prior to
introducing a local subsidiary?

By who, do you mean and international company? The importance to understand
that the content is, firstly, it is somebody else's country. It belongs to Kazakhstan.
An example is of the UK, when the UK oil industry started, the Americans were all
over here. Now look at the industry today. You'd say it's our obligation and duty
to develop local content. It's an accepted way of behaving overseas. It also brings
down cost. It's competitive.

Do you see cost reduction as the most important driver for localisation?
Why?

No, it's not. It is developing a country's capability. It's creating employment. It's
creating a local industry that can do its own work in country and even export.
Cost reduction doesn't necessarily cover it because there is also a performance.
It's quality. What's the rate when you say performance is either 1 or 1.5 or
whatever it is over..? Productivity. So that comes to count. So it is not necessarily
the competitive rate.

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

Yes, I do. I think it is. The Kazak's are a bright nation and pretty committed if you
can win hearts and minds. They're a technical race, if I was to say. Yes, it is
important.

What is Social Responsibility to you?

What is social responsibility to me? The idea is to try and create as much
employment from the country as possible. Raise living standards. Kazakhstan,
outside the four main cities, you will find people with no power and water. Social
responsibility is to employ Kazak's, who in turn, will put money back into their
families and raise the standard.
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Do you consider this an important driver in the strategic decision making
process?

One has to be careful when one looks at this because at the end of the day, a
client is not going to pay for us being nice to people. We have to price the stuff. I
think where the government mandates that you have to have %0/50 or you have
to have X%, that's fine, you just live with it. But to go the extra inch or mile and
start spending your own money, it's tough because you have to survive. It's a
tough balance. It really is a tough balance.

Again, I would stress that it comes from the very top, the guy with the money.
The operator percolating it downwards and allowing us to put money in our bits
for social improvements.

What is the importance of local market knowledge (indeed knowing what
your competitors are doing) prior to setting up a local subsidiary?

It is hugely important. To manage information and reconnaissance and knowing
what's on the ground is absolutely vital in whatever walk of life. Knowing what
happens on the ground. Knowledge of how bids will be evaluated, what makes
clients tick and governance, their government policies. Money should be spent by
a newcomer into a country on its country knowledge. Hugely important.

You can be the best technically in the world, but if you don't understand how the
country works, you put in a bid; the client will look at you and say, "This guy
doesn't understand the country."

Barriers to Localisation

How important are the cultural values in host country in the context of a
business entity’s start-up and delivery?

Cultural barriers. This is Kazakhstan or just generally? Kazakhstan? Cultural
barriers? I think it's an incredibly hard working... I had not noticed the culture
adversely affecting our work. The right team... I think there's an element of ex-
Soviet, of the blame culture and not wanting to take on responsibility. Because, if
you take on responsibility, you are liable and your family loses its jobs and
everything.

This young generation is probably just growing out of it. But if you take a 50 or 60
year old, he is still absolutely ingrained in, "I must not do anything wrong." I
think, actually it's a good question, that is something that an ex-Soviet country
does suffer from. The older generation still suffers from that. The younger one, I
think, is growing out of it. But parents could still have an influence of, "Don't
stretch. Don't do this."
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In your opinion, do you think that local resources feel they have an
awareness of the private sector and what is required regards skill sets to
work in the industry?

The local, like a Kazak having knowledge of..? I doubt it. I doubt it very much. I
think the universities, due to the various advisory committees that they have, of
international companies on their advisory committees, might highlight the need.
Like the example you did with KBTU of saying you guys needed to have a lot more
topside facilities. I just don't think that they're advanced. At the moment they're
just relying on us to lead them by the nose and just give them an interesting job,
and that's it.

What effect do you think expatriate failure has an effect on localisation?

Expatriate failure? Absolutely. You're a very good example, Jeff, of how your team
grew under you and they still speak today about how you had all the doors open
and you nurtured them. Now, even today, I come across people who just don't
want to know about it. Talk about an example, the Caspian engineering right now,
it just really hangs in the air. That's why it's hugely important, someone like you,
gets in the middle saying, "I have done it. This is what we can do."

Yes. I'd say an expat with the wrong attitude would be hugely destructive.

What is your understanding, and the importance of Local Content
Planning in the context of achieving localisation?

It's like succession planning. Yes. It is very important. Again, it's asking the
management to really reach out of the box. Reach out to a Kazak and say, "You're
going to be in X position in a couple of years." It's hugely important and again, it
should come down from the top. When we're asked to submit successional plans
and tenders, it's lip service, because I don't think the clients really say, "You said
this." They seem to forget about i.e. etc etc, It's follow through.

It is important. Of course it's important, and it's follow through.

What is the impact of expatriate’s attitudes on successful localisation or
otherwise?

I think they're very pleased that it works. We have examples where they're not
tolerant enough. There are very few second chances. Sometimes not even
prepared to give them the chance. I've got examples right now over at TCO, the
CATRO project and even NCOC. We just can't take these guys. We have the local
companies saying, "For God's sake, we've just done this. We've just built this. Of
course we can do it." It just needs that little bit of linkage to join up the two
things. Yes, I think it can be very negative.
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Local attitude is that they just think they're being pushed into a corner. It's as
simple as that. Sometimes when we send a Kazak overseas, he's pushed into a
corner and is told to sit there. He comes away six months later... I don't know if
you can remember, Jeff, that particular guy, the Petrofac project. Remember? He
came back and said, "I just sat in a corner." A really good guy. Right? So that
happens a lot.

One other guy we did recently in Mustang, he loved it, but we had to really force
Mustang to grab him and take him to meetings. He loved it and is now our best
friend. It takes effort. People don't want to do it. The only answer to that is,
basically, the Kazaks think that they get given short shrift.

Can you tell me about HR Training programmes? Are they an important
driver to the success of localisation?

HR training? Yes, I think the HR programme is run by Kazak's, as we do have an
example in Kazakhstan. I think they do try and push the Kazak's as strongly as
they. Training is, of course, important.

How do you perceive the Governmental policy and attitudes of the
government in achieving localisation in both the public and private
sector?

An example, we can talk about localisation, we're also talking about good service,
right? Kazakhstan is deemed to be a complete and utter disaster. Complete. When
they've analysed it, of the 50 billion spent, it worked out that 3% was spent in
country. It was a disaster. The country is absolutely determined that it doesn't
happen again. Hence these rules that have come in about joint ventures and high
local content. Invoices are not paid now unless you actually prove that you have
lived up to your local content percentage that you tendered for.

What are your thoughts on whether the government is more influential
on either the private or public sectors, or whether there is equal bias?

The government itself pushing the public state or the..? The public sector just has
to jump. If the government says you jump, you jump. Right? The money comes
from the government so that's a very powerful link. The one to the private sector
is where the really big money comes in. All the investment is into the private
sector so they just have to be a little bit wary that they don't come in with rules
and regulations that frighten investors away.

Right now, these countries, Kazakhstan, have been careful. Nazerbayev has just
visited the UK and he's been trying to get inward investment. He's got to be very
careful he doesn't make it so unattractive for investors, be it operator or local
government or a service company who will say, "Stuff it. It's too big a risk." It's a
balance. On one hand, direct control. This one they've got to be slightly more
careful about. But the big money is coming in from the private sector.
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What are your thoughts on delivery and performance in relation to % of
local content?

Delivery of performance? Can you say it again? Okay. We recently, on the
contract with Maersk, we agreed to give Caspy 40% of the work. They actually
tended to overdo the work. They were coming with too much detail. They were
doing too much. They were doing detailed engineering almost; they were doing a
deep feed. So we had to pull them back. At the end of the day, what's come out
of that is, yes, they did the work, but they need supervision. It's just a learning
curve. Next time around they'll get it right.

Is it a success, yes. Absolutely. I saw the management team the other day and
absolutely no sweat at all.

What impact does the quality an undergraduate degree have on
employment of locals in (1) the public and (2) private sectors?

What impact? I think it's essentially nowadays. I think it's just one of these things
that if you don't have a degree, you just don't get past HR at all. In Singapore, if
you don't have two degrees you're in trouble. I'd say it's a mandatory thing.

In your opinion, to what extent do salary and benefits impact on
localisation?

The Kazak's really had no choice. That's their market. They can't just swan
around. They can't go around like the UK, the EU; things can just be shipped out.
That is their country. That is their job. They take what they can get and what
they're given. Obviously the government insists on certain pensions and they've
got to be very onerous. They're very protective. In fact, the Kazak laws, the
personal for people, it's very protective of the local people. You can't terminate
people.

If there's shortage, salaries go up and if there's shortage people will offer more.
It's supply and demand, absolutely. It's as simple as that.

What are you views on ‘poaching’ of resources between competitors?

Again, its supply and demand. We had an unofficial arrangement in Kazakhstan;
we had a gentleman's agreement, where we would not take people from another
company unless we'd spoken about it etc. It's illegal to actually stop somebody
moving. What do I feel about it? At the end of the day, are you restricting
somebody's earning power? If I'm looking at it from an employee's point of view,
I would like to be able to earn as much as I could. If I was good at my job I don't
want to be restricted from joining another company. Coming from both ways, it
depends on where you are.

Bottom line is, it's not legal. You can't stop it.
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What would you consider the main barriers to localisation within the local
labour market?

The acute shortage of local people and skills and services that can hit the ground
running. It's all very well taking a graduate who has not experience, but if you've
got to wait three years before he can do anything, you're in trouble. There's going
to be a huge shortage coming up. There is TCO, there's KPO, there's Kashagan
and there's a polar project. Very soon there's going to be a massive shortage. The
restriction is, there's only a certain pool, and they're going to be allocated. You've
got another lot coming in, absolutely no experience at all, so this is going to be a
huge restriction. What's going to happen? The operators are going to go to the
government and say, "You've got to increase the numbers of international work
permits if you want this project to go ahead because there just aren't the local
people to do this job." Okay? That's what I see coming up.

How would you think organisations characteristics are important in
achieving localisation?

Again, it's how you make up the management. Americans are particularly bad at
coming in and basically nurturing local companies, they just don't do it. The Brits
are much better at it. I think it's all down to the culture of the company. I think
‘Oilco’, we push this local content and the attitude we are proud if it etc. It's down
to, again, from the top down. Management.

Would you consider Implementation of a Business Strategy is important
in achieving localisation of a subsidiary? How?

Absolutely. Yes. Because, in your strategy you will be saying... Russia is an
example. We don't have a single expat on that job. We haven't had a single expat
on that job for the last ten years. That's completely Russian managed. I think, to
be successful today, is that should be the vision. You tell your local people, "Guys,
you can run this company one day."

Would you consider recruitment and selection as key components of the
localisation process in both (1) local, and (2) expatriate contexts?

Absolutely. Yes. You should really try and be the employer of choice. I think PSN
KazStroy has a good reputation. I think, in your particular case Jeff, you have a
huge following. Yes, it's very important.

Is there a compelling need for foreign labour? Where?

Yes, there is a compelling need. The need for foreign labour will come when a
particular country has so many projects that it uses up its usable, experienced
resource pool. You can have hundreds of graduates coming up, but they are of no
use to you. Okay? Absolutely. Market saturation.

Describe what level of responsiveness is necessary within the local
subsidiary to promote localisation and achieve targets?

To local..? Let me just think a minute about it. It will all come down from; we're
going to be putting in tenders. We're going to be putting in percentages which are
committing us. We'll either lose work because we didn't have enough local
content.
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Drivers for Localisation

In your opinion, what would you consider to be the main drivers in
developing growth strategies for local subsidiaries?

I guess it's, know who your competitors are, understand what your customers
need and understanding culture.

How do local government policies influence localisation?

From an HR point of... It's obviously important to understand how we employee
somebody and what benefits they're entitled to. Just understanding the market
compared to what expats, and trying not to have separation. They're there to
work together, but there's obviously certain things that we need to put in place
for locals and certain things for expats.

What should a home country know about these policies prior to
introducing a local subsidiary?

I think it's really important. You need to know how that country operates in order
to follow their legislation.

Do you see cost reduction as the most important driver for localisation?
Why?

No. I guess in the current climate, yes it is, but not always.

Do you consider technical development as a primary factor of localising a
subsidiary of a home country’s business, if so, why?

Yes. I guess it is in order to grow that business. In certain areas we take in expats
at a level to train and mentor these people in order for them to then grow and
develop the business further. So, yes.

What is Social Responsibility to you?

For me, it's about how the company works with the local, if it's environment or
government body, in order to promote the company as well as helping that
country develop.

Do you consider this an important driver in the strategic decision making
process?

Yes. It's about making a mark for ourselves in the country, but also, how can we
help the local environment as well as local people there? How can we better their
lives for them as well?
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What is the importance of local market knowledge (indeed knowing what
your competitors are doing) prior to setting up a local subsidiary?

We know what our competitors are doing. It will then show us if there is room for
us to come in. Will there be a proportion of work that we can get?

Barriers to Localisation

How important are the cultural values in host country in the context of a
business entity’s start-up and delivery?

I think it is really important because we need to consider how that culture
operates in order for us to achieve our business goals and a successful start-up.
We need to engage with the correct people to get a better understanding and get
buy in from them as well.

In your opinion, do you think that local resources feel they have an
awareness of the private sector and what is required regards skill sets to
work in the industry?

Not always. I think it is dependent on the country that we operate in. There are
some that are well established, for example, Nigeria. But then if you look at,
Israel, there is a very small proportion that actually understand what we do. They
don't see where their skills can actually transfer into what we're looking for. There
is the whole building the knowledge and training pieces there that we need to
work with.

What effect do you think expatriate failure has on localisation?

Yes, definitely. It's difficult. If the expats go in with a mindset of... They need to
gain the respects of the people that are there and change the local mindset into
how we want to operate and what the business goals are. If we don't do that,
have a positive engagement at the start, then, yes.

What is your understanding, and the importance of Local Content
Planning in the context of achieving localisation?

If we don't have it planned out correctly, with the correct people in the roles to
mentor people to increase local content, then... I can't remember what I was
saying now, sorry. I totally lost my...

We've got to have a plan there. Only once we're in country it might then develop
further. But if we've got a basic understanding of what needs to be done, then it's
a good starting point.

What is the impact of expatriate’s attitudes on successful localisation or
otherwise?

For expats, they need to understand that they're going there to train and mentor
people. It's not a job for life for them. It is about sharing knowledge and bringing
those people on. They do need to have the right mindset and attitude from day
one.
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I think, if we get the correct people in, in order to help them gain the knowledge
and expertise that they need, and that they can see that there is a career path for
them, then I think that helps us greatly.

Can you tell me about HR Training programmes? Are they an important
driver to the success of localisation?

You know what, yes they are, but only if they're communicated properly and they
are a continuous improvement. They are a way of continued improvement for the
employees. If you go in and say you're going to use this tool and then forget
about it, and then introduce it 18 months later, it's like, "I've already done this
and nothing happened." So, yes.

How do you perceive the Governmental policy and attitudes of the
government in achieving localisation in both the public and private
sector?

From what I've experienced, they've always been quite positive. However, I think
they also see it as a means to improving that country because we can actually
bring money in. Is it all about their people or is it what they can get as well? I
think there is a bit of a balance there.

What are your thoughts on whether the government is more influential
on either the private or public sectors, or whether there is equal bias?

I wouldn't say it's equal. I think they've probably got more influence... To tell you
the truth Jeff, I'm not really sure because with the union and things like that,
there can be an influence there and a driver to say, "Well, look, you're working for
a private sector so you can get additional benefits etc." Whereas the public sector,
they probably get treated equally as good, but they don't get as much. Does that
make sense?

What are your thoughts on delivery and performance in relation to % of
local content?

I think it's important that we don't rush it. Take the time to train the people that
we need to, to ensure they've got maximum understanding. It's also highlighting
those that we can develop and take further. There are some that will come in and
do the job that we need them to do, great. We need people like that. But work
with those that we know that will develop into higher positions which will
ultimately maximise our nationalisation as well.

What impact does the quality an undergraduate degree have on
employment of locals in (1) the public and (2) private sectors?

They need to have work experience. There are many of these countries that we've
got people that have got two or three different degrees but never worked. It's
quite difficult to... Yes, we want educated people but we also need work
experience in order for them to come in and do what we need them to do. Is that
the kind of thing that you're getting at? Are you sure? Okay.
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In your opinion, to what extent do salary and benefits impact on
localisation?

Again, it's going back to knowing the market. If we get it right at the start with
understanding the local market, the culture... It could even be working alongside
our competitors to understand what benefits that they have to ensure that we're
not too different from anyone else.

What are you views on ‘poaching’ of resources between competitors?

I don't think it's good for the market. If we work with our competitors and our
customers so that we're aligned on what training is required, if there is an
understanding of what the basic salary and benefits are, then that would prevent
people going for higher salaries. Which would then also help the market recover,
rather than having overinflated benefits etc. Then, if people did move on, it would
be for their own personal development.

What would you consider the main barriers to localisation within the local
labour market?

Probably specialist skills that we would need. Knowledge of the oil and gas
industry, culture, and possibly even language.

How would you think an organisations characteristics are important in
achieving localisation?

I guess the bigger the contract we have, the more we need. There tends to be the
ratio between expats and locals. If it's a big contract and we're not set up
properly to start with, then we're going to have issues when it comes to training
and getting them to understand the whole culture. What's actually required of
them. If it's smaller, we can maybe try and pick and choose a little bit more.

Would you consider Implementation of a Business Strategy is important
in achieving localisation of a subsidiary? How?

Yes. We need to know where that business is going in order to grow the business,
to understand localisation figures. It goes back to me saying, "Take the time to
train people correctly." If you know in two years you expect to have three
contracts, that gives you three years to take the right people in, to train them, to
backfill and grow the business that way.

Would you consider recruitment and selection as key components of the
localisation process in both (1) local, and (2) expatriate contexts?

Yes. I think it's important that the tutor fully understands what the contract is,
what the people that are being hired are to do, so, work with the functions. Keep
specific key skills, not only for expats, but locals as well. Yes. Get the right people
in to start with. It's not a case of... We should have it planned out that we know
what types of people we need at what stages. It's not a reaction saying, "We need
this person, they'll do," and then it doesn't work.
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Is there a compelling need for foreign labour?

I think there probably is. I'll probably use, just from what I'm working on just
now, Israel being one of them. Because the skills aren't there, the oil and gas
industry isn't something that they're aware of, so it's about taking in foreign
workers that do have that experience to work with locals in order to train them or
just give them more understanding of what we actually do.

Describe what level of responsiveness is necessary within the local
subsidiary to promote localisation and achieve targets?

It goes back to the social performance part. Following the correct government
policies and working with the correct government bodies to ensure that we're
meeting legislation. We listen to our workers. I guess it's just communication that
is key. Okay?
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Drivers for Localisation

In your opinion what would you consider to be the main drivers and
developing growth strategies for a local subsidiary?

The main drivers and growth strategies, it is a good question Jeff. Ultimately it is
about increasing the amount of work that we are doing in the industry, it really is
as simple as that. Whether that is UK, Africa or anywhere else in the world you
have got to have a bit of thought about how you are going to grow your business.

How do governmental policies influence localisation?

They are vast and varied depending on where you are. They can at times be a
barrier to entry because they can be over onerous when you come, a new set up
is probably the right way to put it. If you are going in somewhere, you know
about the Nigerian market as well as I do and the high local content that is
required. If you are going in there and you were not an ‘Oilco’ with the resources
that we can potentially throw at it you could really struggle to set up a new entity
there. They can be a barrier I think.

What should a home country know about these policies prior to
introducing the subsidiary.

Can I read that question you have just asked me? Tell me about the importance
of a home country company?

Ourselves, prior to setting up.
Explain what you mean by that question Jeff if you don’t mind.

How important do you think they are to understand what the government
drivers are?

For us?
For us, before we go in

Before I think it is absolutely imperative; if you don't understand it you are going
to get it wrong and you only get one chance to impress a government in this stuff.
If you do go in and get it right it is not just government it is all the stakeholders
that are part of it. It is really important that you actually nail that.

Do you see cost reduction as the most important driver for localisation?

No, I don't. It is a factor, I don't necessarily see it as the most important factor
though. I actually think the most important factor is we have a responsibility
when we go into a country to build the capacity and capability. That is how you
end up with a sustainable business and not just a short-term business.
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Do you consider technical development as a primary factor of localising a
subsidiary?

Yes, I do.
If so, why?

Local content is not driven by having 10 drivers that is a shallow commitment to
what you are trying to do. Just like we’d take in apprentices and graduates into a
UK business or a US business we should be absolutely be doing the same there
and building up the technical competency in the country. It is really important
that you do that.

What is social responsibility to you?

A range of things. It is training and development, it is local hires and it is doing
community support work. It is getting involved in health programmes and
education programmes and working in universities. We should be looking where
we contribute to local universities, course content, lectures and all of that sort of
stuff. That is all covered for me in social responsibility.

Do you consider social responsibility is an important driver during the
strategic making process?

Absolutely.

What is the importance of local market knowledge (indeed knowing what
our competitors are doing) prior to setting up a local subsidiary?

You can do it without knowing it, but you won’t do it as quick as you should and
you won’t be as competitive as you should. You also potentially learn where they
got things right and got things wrong in their setup process. You are going to look
and sometimes if you ask them questions they will you even though they don't
want to encourage competitors. If you go in as a competitor it is amazing the
loose lips people have at times.

Barriers to localisation.

How important are the cultural values in a host country in the context of
a business entity start-up?

I think they are very important. You have got to understand where the culture
impacts on the business, where it potentially impacts on things like our ethics
policy. All that side of things can be impacted by local culture. You well know if
you are in somewhere like Asia for example the way you handle their business
card can either make or break a deal.
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In your opinion do you think that local resources feel they have an
awareness of the private sector and what is required in terms of
skillsets? The private sector being our own industry of course.

In broad terms no. Certain geographies will have different views on it because
certain areas will be better educated. If I just look at this from an African content
Geoff, which is the last six years’ experience. There are certain countries that they
have no knowledge and they actually don’t desire any knowledge. In their micro
world it is not an important aspect.

What effect do you think expatriate failure has on localisation?
It absolutely does.

What is your own understanding, and the importance of local content
planning in the context of achieving localisation?

That if you don’t plan you don’t deliver would be my general view. If you fail to
plan fail to deliver. It really is as simple as that. You need to really map it out and
understand what are you trying to achieve, what is the end goal? If you look at
Cameroon where we took Gilberte who was an admin assistant and she is now the
general manager, that didn’t happen by accident.

What is the impact of an expatriate’s attitude on successful localisation.

Quite often it is going to be the difference between success and failure. If you
have got an expat who is just in job preservation mode and doesn’t want to
develop local content and actually deliberately holds them back. It doesn’t give
them the exposure, the experience and the hands on training you are looking for
them to give and then it won't happen. Vice versa, if you have got somebody who
is really into it and really wants to develop it and bring it along then you can get
great results.
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local’s attitude to localisation.
In what way do you mean that?
The impact of a local’s attitude.

That is quite interesting because a lot of the time personal opinion the locals get a
little bit of experience and think they can do an awful lot more than they can.
They don't necessarily fully invest in the process of the learning and the
opportunity to learn from the experienced people around them because they think
they know more than they do too quickly. The ones who get that right and
understand it is not just a six month journey but it is maybe a two or three year
journey, a longer journey, really come out of it very well. The ones who think they
are already there and stop learning stagnate.

Can you tell me about HR training programmes? Are they are an
important driver to success of localisation?

When you say HR training programmes do you mean programmes run by HR or
actual HR training?

Programmes run by HR. I guess succession planning may be one.

272



Q13

Al13

Q13a

Al3a

Q14

Al4

Succession planning, yes there is something there. My own view is HR administers
the programmes, but they should be run by technical people for technical training.
I think trying to push that to HR to run generally doesn’t end up well.

How do you perceive the governmental policy and attitudes of the
government in achieving localisation in our sector?

Again varied dependent on the geography you are in. I see places like Equatorial
Guinea who have forced a training school and forced the operators and service
companies to commit to that training school to build capacity. I think that is really
fantastic that they do that. They have pulled together a really good programme
which we are part of, but not just because we are part of that. I actually like the
fact they have got the vision to set up an apprenticeship school and are trying to
train people for the industry.

There are other places that just leave it to us and expect that we are going to
take that cost. It is a big cost. We have spent and recovered in excess of £85m in
five years. We have not even scratched the surface of what we really need to get
done, so governments have got to take a key role here in driving. If you look at it
from a levy standpoint that is effectively what happens in EG it is a levy that you
have to pay to get people through training schools so that they are ready for
going offshore. More governments should take that proactive approach.

What are your own thoughts on whether the government is more
influential or biased towards public versus private sectors?

I don’t think a lot of governments really have clear thoughts and policies around
that if I am being honest. Again I am answering this purely from an Africa
standpoint Geoff. When you go and talk to a lot of the governments they are just
desperate for somebody to come in with money to spend in that area. Whether it
is public or private makes very little difference to most of the geographies that we
are operating in.

What are your own thoughts on delivery and performance in relation to
the percentage of local content applied?

Explain what you mean by that just so I can get it clear.

273



Q15

A15

Q16

A16

Q17

Al17

More local content applied to a specific delivery. Let's use our own
delivery engineering delivery or engineering service. What effect does
that have or what are your thoughts on how it effects performance?

Again this is probably a multi layered answer to some extent because it will
depend on the geography and how long the industry has been in that geography.
If you look at Nigeria they have got high expectations of work getting done in
country. Some of that so that they can local content trained, which I don’t think is
a bad thing. I know people will raise their eyebrows at it and it probably drives
cost in the wrong ways sometimes. The cost [challenge] like we are in just now
that probably raises more questions than not. I have had conversations with the
Mozambique Government and they are saying 10% expats only from day one in
an industry that has got no history. It needs to be more progressive than that. It
needs to scale it to say over a 5 or a 10 year period that is where we want to get
to. Early days in the process you would like to have more expats then providing
you have a structured programme on how you are going to train and develop
nationals.

What impact does the quality an undergraduate degree have on
employment of locals?

That is a good question because obviously that is a varying quality across the
park. It doesn’t stop us hiring, it probably means depending on the quality of it we
have got to put in more or less training to get an individual up to the level we
want them to be at. An awful lot of it for me Geoff depends on the behaviour and
attitude of the individual you bring in and not necessarily the quality of the degree
they have got. I think if they have come in with the right behaviour you can still
continue to train and develop them up to the level you need them to be at.

In your opinion, to what extent do salary and benefits impact on
localisation around a social contract?

Again a good question because it can have a big impact. There are some areas
that try to insist that a national has to be paid the same as an expatriate doing a
similar type of job. That is unrealistic. I hate to draw an analogy back to
McDonald’s but McDonald’s actually get it right. McDonald’s costs you the same
everywhere in the world based on what you earn. It is the same amount of
disposable income cost. Just looking at pure salaries isn’t the right measure,
£100,000 for a British expat and £100,000 for somebody working in Chad the guy
working in Chad is a millionaire at £100,000, so you have got to tailor it. If you
don't the impact you would have on the entire community in driving inflation the
wrong way is detrimental to that community. You have got to be very careful
about that.

What are you views on poaching of resources between competitors? Let’s
take Africa as an example.

In a free and open market it is going to happen isn’t it. To some extent we should
guard against it. We were trying to train people, but we shouldn’t be that precious
or even that arrogant to think we have always got the best processes and
systems and other people don’t have better and people would benefit more from
being somewhere else.
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What would you consider the main drivers to localisation within the local
labour market in your own opinion?

It is just about employment isn‘t it. Again this is purely from an Africa standpoint
Jeff in most of the communities it is about employment. Somebody in the family
being a breadwinner to feed the family.

How would you think an organisation’s characteristics are important in
achieving localisation?

I guess if you look at it from our standpoint the core values. The values that we
have as a company don’t always mirror the values of the community that we
operate in. Being able to get that alignment there when you can actually makes
sure that we get to a place where our company values are upheld. I think when
that happens we can, not always and this probably sounds arrogant, that can
have a positive impact on local communities.

Would you consider implementation of a business strategy is important in
achieving localisation of a subsidiary?

Absolutely.

Would you consider recruitment and selection as key components of the
localisation process?

Yes.
In both contexts local and expatriate?

Yes, we talked earlier about if you got the wrong expat and the wrong behaviours
you destroy any programme you put in place anyway.

Is there a compelling need for foreign labour and where?

Yes there is. The industry we operate in is a hazardous industry, so to put people
in position without the competencies means you put people’s lives at risk. There is
absolutely a need where you are going into territories that have had no activity in
the sector and have no experience and no competence in the sector that you have
to bring foreign labour in to bolster it up.

Describe what level of responsiveness is necessary within the local
subsidiary to promote localisation. So I guess responsiveness of the
management in the country to achieve targets.

It is vitally important isn’t it? If the local subsidiary doesn’t believe in it, doesn't
drive it and make it happen it won’t happen. That is management all the way
through, you need everybody bought into what you are trying to achieve there
and you need to drive it all the way through.
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LOCALISATION SUMMARY FRAMEWORK

APPENDIX 5

Localization Literature Review Summary

Location
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Global

Global

Kenya

To summarize the key findings from detailed literature review and author's detailed literature review table (underpins this document)
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Location
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(Case Study
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Location

Global
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Middle East

China

China

Model
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