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Abstract— This paper presents people’s view on local content in the oil and gas industry of Nigeria. Analyzing question-
naires was done using Graph pad software to know people’s view on local content in the oil and gas industry of Nigeria
in terms of its level, Petroleum Training Development Fund (PTDF) contribution towards achieving the targeted local
content level and international recognitional level of Nigeria local content. This analysis is of importance in order to scale
ourselves on the indigenous involvement in the petroleum industry of Nigeria. After the whole study, it was concluded
that local content has not improved as expected in the oil and gas industry of Nigeria because of some major drawbacks
such as non-compliance by the international companies operating in the countries to the rule of the policies, idle capacity
in the indigenous oil companies due mainly to inability to win consistent and sizable contracts from these international
oil companies, absence of strategy that will grow local capacity in a sustainable and targeted manner, over reliance of na-
tional development activities on external capacity and poor implementation of Nigerian content policy. However there is

need to increase this level because of its necessity to the nation’s development.

Index Terms -. Local Content, Oil and Gas, Indigenious, Nigeria and Policy.

1 INTRODUCTION
Local content development has been defined by many au-

or a country regarded as one of the world largest pro- thors in different ways but essentially refers to the quan-

. . o f i 1 in the Nigeri
ducing oil countries, it is expected that the country tum of composite value added or created in the Nigerian

. . . . economy through the utilization of our human and materi-
should be deriving maximum benefit from its natural re- Y & z

. al resources for the provision of goods and services to the
serves channeled towards the nations” development but the P &

reverse is the case. Nigeria initiated the local content act in oil and gas industry adhering to predefined quality, health,

.. P . fety, and i tal standards i der to stimulat
early 2000’s to tackle this issue through indigenous in- safety, and environmental standards in order fo stimulate

the development of indigenous capabilities [1].

“Local Content Development in Nigeria has generated a

large body of literature, which its focus ranging from the
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tent Development policy objectives” [6,7]. The history of
the Local Content Development policy in Nigeria is tracea-
ble to the Petroleum Act of 1969, which stated that “ the

volvement in the exploration and production of oil and gas. ~entire ownership and control of all petroleum in, under or
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upon any lands]...] shall be vested in the state” [8]. The
petroleum Act of 1969 was later amended by the Petroleum
(Drilling and Production) Amendment Regulations Act.
Such legislation was followed by the Joint Operating
Agreement (JOA) and Production Sharing Contracts (PSCs)
Act, which became effective from 1971 [9]. The develop-
ment of the Marginal Field Programme as contained in the
Petroleum (Amendment) Decree No.23 of 1996 was also

“

geared toward the development of LCD. A “marginal
field” is defined as any field that has reserves booked and
reported annually to the Department of Petroleum Re-
sources (DPR) and which has remained untouched for a
period of 10 years [10]. This law was promulgated to help
recover marginal fields from various international oil com-
panies (IOCs) and re-allocate them to indigenous firms.
The conditions and requirements for this re-allocation were
such that current holders of oil prospecting licenses (OPLs)
and oil mining licenses (OMLs) were excluded from apply-
ing, having ownership, operating, or acquiring participa-
tory interests in any marginal field [11].

The creation of petroleum technology development fund
which was initially regarded as gulf oil company fund act
was also to help to increase the level of local content in the
oil and gas industry of Nigeria through providing training
and education to Nigerians in the oil and gas industry. The
Petroleum Training Institute (PTI) Act of 1972 led to the
establishment of the PTI in 1973. Although the institute was
established as a prerequisite for the membership of the Or-
ganization of Petroleum Exploring Countries (OPEC), it
was also set up to train Nigerians to meet the labour force
requirement of the Nigerian oil and gas industry. The ob-
jective was, and still is “...to deliver quality education and
provide efficient technological manpower to build a com-
petent and committed workforce that will sustain and ser-
vice the continental oil and gas industry” [12].

Despite these great moves to increase the local content to
an expected level, Nigeria has not been able to meet this
target. The low level of local content in the oil and gas in-
dustry of Nigeria has made the country a junior partner in
her joint venture arrangements with the International Oil
Companies (IOCs). For a country with over five decades’
experience in oil and gas exploration and production activi-

ties and proven recoverable reserves of billion barrels, her
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inability to use the resource wealth in nation’s develop-
ment has perhaps been the greatest challenge facing the
country. These challenges points towards how Nigeria can
derive maximum benefit through the use of indigenous
competencies as practiced by countries like Norway, Indo-
nesia, Brazil and Norway. Though Nigeria started oil ex-
ploration and production activities before these countries,
they have been unable to record a remarkable feat as rec-
orded by these countries. “An average investment of $10
billion per annum is made by Nigeria in oil and gas sector,
but the contribution to Gross Domestic Product (GDP) is
minimal an average of less than 30%"” [13]. What now is the
prevailing factors inhibiting Nigeria from making the re-
quired progress.

The Nigerian Oil and Gas Development Law 2010 de-
fines local content as “the quantum of composite value
added to or created in Nigeria through utilization of Nige-
rian resources and services in the petroleum industry re-
sulting in the development of indigenous capability with-
out compromising quality, health, safety and environmen-
tal standards”[14]. The local content policy action started in
1971 through the establishment of the Nigerian National
Oil Corporation, (NOC). Nigerian National Oil Corporation
(NOC) was established as a vehicle for the promotion of
Nigeria’s indigenization policy in the oil and gas sector
[14]. In 1977, Nigeria National Petroleum Corporation
(NNPC) was formed through the conglomeration of Nige-
rian National Oil Corporation and petroleum industry. Ni-
geria National Petroleum Corporation (NNPC) started the
implementation of the local content initiative through ac-
quisition of interests in the operations of the International
Oil Companies (IOCs) under different contract types [14].
There have been a lot of challenges limiting the efficiency
of the local content policy implementation which has made
the whole struggle seems like a mere paperwork. There is a
need for the country to wake up and tackle this imminent
menace which is indirectly affecting the country’s revenue
since the country’s main source of income is petroleum.
People’s views on the importance and the level of im-
provement on the country’s technical capacity and profes-
sionalism were accessed here in view to create a way for-
ward for the implementation of adequate local content pol-

icies in the oil and gas industry of Nigeria.
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2. Materials and Methods

This study employed the use of survey research design.
The choice of this research design was considered appro-
priate because of its advantages of identifying attributes of
a large population from a group of individuals. The design
was suitable for the study as the study sought to examine
workers view on local content in the oil and gas industry
using Petroleum Training Institute Effurun as a case study.
The population of this study consisted of thirty six (36) staff
of Petroleum Training Institute Effurun, Nigeria. As a re-
sult of the inability to effectively study the whole staff
strength (population) of the organization, a representative
number was chosen as the sample size population. Thirty
six (36) staff was used as the sample size. Data were col-
lected from primary and secondary sources. Primary data
were obtained through questionnaire with both manage-
ment and senior staff of the organization. The question-
naire contains sections A and B. Section A contains person-
al information about the respondents. Section B is the main
body of the questionnaire. This section contains eight (8)
close ended questions using a five (5) point scale instru-
ment through which the opinions of the respondents were
expressed. Their responses were measured by means of a

five category rating system:

SA - Strongly agree 5
A - Agree 4
uUD - Undecided 3
D - Disagree 2
SD - Strongly disagree 1

Reliability in this context refers to the measure of con-
sistency of the instrument used in eliciting relevant and
desirable responses from respondents so that the objectives
can be reliably and meaningfully achieved. In order to de-
termine the reliability of the instrument used in the study,
the corrected questionnaire was administered randomly on
selected staff of Petroleum Training Institute Effurun, Ni-
geria. This approach was repeated with the same group
after a Two — month’s period and the results obtained from
the first and second pre-test were consistent, therefore, the

instrument is reliable. The questionnaires were personally
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administered to the respondents during official hours at
the office. The exercise was done with the help of head of
operations of the institute to enhance high return rate. Ta-
bles and simple percentage was used as a technique of ana-
lyzing the research questions while chi-square was used to
test the research hypotheses for the parts that cannot be
concluded from the data gotten. All the tests were conduct-
ed at 0.05 level of significance. Graph pad software was
used for the chi-square calculation. The decision to either
reject or accept the null hypothesis (Ho) was reached using
the following rules:

If the calculated value (t-cal) is greater than the table
value (t-tab), the null hypothesis (Ho) will be rejected in
favor of the alternative hypothesis (Hi) and if the table val-
ue (t-tab) is greater than the calculated value (t-cal) the al-
ternative hypothesis (Hi) will be rejected in favor of the

null hypothesis (Ho).

3. Results and Discussion

Presentation, analysis and interpretation of the data
gathered are carried out in this section. The data are pre-
sented in tables and the analysis is done using percentage
and the chi square test (in a situation where direct inference
cannot be derived from the result gotten from the percent-

age or the data itself).

Bio Data of Respondents

Table 1: Sex of Respondents

Sex Frequency | Percent (%)
Male 24 75.0
Female 12 25.0
Total 36 100.0

Source: field survey, October, 2017.

Table 1 above shows the gender distribution of the re-
spondents used for this study.
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24 respondents which represent 75.0 percent of the popula-
tion are male.12 respondents which represent 25.0 percent

of the population are female.

Table 2: Age of Respondents.
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HND/BSC 14 38.9
MSC/PHD 11 30.6
OTHERS 5 13.8
Total 36 100.0

Age Frequency | Percent (%)
below 20 years 2 5.6
21-30 years 7 19.4
31-40 years 9 25.0
41-50 years 11 30.6
51-60years 7 19.4
Total 36 100.0

Source: field survey, October, 2017.

Table 2 above shows the age grade of the respondents used
for this study.

2 respondents which represent 5.6 percent of the popula-

tion are below 20yrs.

7 respondents which represent 19.4 percent of the popula-
tion are between 21-30yrs.

9 respondents which represent 25.0 percent of the popula-

tion are between 31-40yrs

11 respondents which represent 30.6 percent of the popula-

tion are between 41-50yrs.

7 respondents which represent 19.4 percent of the popula-

tion are between 50-60yrs.

Table 3: Educational Background of Respondents

Frequency | Percent (%)

WASSCE 6 16.7

Source: field survey, October, 2017.

Table 3 above shows the educational background of the

respondents used for this study.

6 respondents which represent 16.7 percent of the popula-
tion are WASSCE holders.

14 respondents which represent 38.9 percent of the popula-
tion are HND/BSC holders.

11 respondents which represent 30.6 percent of the popula-
tion are MSC/PHD holders.

5 respondents which represent 13.8 percent of the popula-
tion are OTHERS.

Table 4: Marital Status of Respondents

Marital

Status Frequency [ Percent (%)
Single 8 222
Married 26 72.2
Divorced 0 0
Widowed 2 5.6
Total 36 100.0

Source: field survey, October, 2017.

Table 4 above shows the marital status of the respondents

used for this study.
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8 respondents which represent 22.2 percent of the popula-

tion are single.

26 respondents which represent 72.2 percent of the popula-

tion are married.

0 respondents which represent 0 percent of the population

are divorced.

2 respondents which represent 5.6 percent of the popula-

tion are widowed.

Tables Based on Research Questions

Table 5: Local content is significant to the growth of the
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2 respondents which represent 5.6 percent of the popula-
tion disagreed that local content is significant to the growth

of the economy.

Generally from this result, we can now say that majority of
the respondent agreed that the local is significant to the

growth of the economy.

Table 6: Local content in the Nigerian oil and gas indus-
try is actually improving as expected?

economy?
Response
Frequency Percent (%)

strongly agree 12 33.3
Agree 16 444
Undecided 6 16.7
Disagree 2 5.6
Total 36 100.0

Response Frequency [ Percent (%)
strongly agree 12 33.3
Agree 5 13.9
Undecided 1 2.8
Disagree 6 16.7
strongly disagree 12 33.3
Total 36 100.0

Source: field survey, October, 2017.

Table 5 above shows the responses of respondents that lo-

cal content is significant to the growth of the economy.

12 respondents which represent 33.3 percent of the popula-
tion strongly agreed that local content is significant to the

growth of the economy.

16 respondents which represent 44.4 percent of the popula-
tion agreed that local content is significant to the growth of

the economy.

6 respondents which represent 16.7 percent of the popula-

tion were undecided.

Source: field survey, October, 2017.

Table 6 above shows the responses of respondents that lo-
cal content in the Nigerian oil and gas industry is actually

improving as expected.

12 respondents which represent 33.3 percent of the popula-
tion strongly agreed that local content in the Nigerian oil

and gas industry is actually improving as expected.

5 respondents which represent 13.9 percent of the popula-
tion agreed that local content in the Nigerian oil and gas

industry is actually improving as expected.

1 respondent which represent 2.8 percent of the population

is undecided.

6 respondents which represent 16.7 percent of the popula-
tion disagreed that local content in the Nigerian oil and gas

industry is actually improving as expected.
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12 respondents which represent 33.3 percent of the popula-
tion strongly disagreed that local content in the Nigerian

oil and gas industry is actually improving as expected.

Since the result is uncertain, further analysis will be done

on this category using chi-square test.

Table 7: PTDF is actually fulfilling its setout objective of

initiation?
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5 respondents which represent 13.9 percent of the popula-
tion strongly disagreed that PTDF is actually fulfilling its

setout objective.

From the data above it can be inferred that PTDF is actually

fulfilling its setout objective.

Table 8: Nigerian oil and gas industry still lack world-
wide reputation for technical capacity and professional-

Response Frequency Percent (%)
strongly agree 18 50.0
Agree 9 25.0
Undecided 1 2.8
Disagree 3 8.3
strongly disagree 5 13.9
Total 36 100.0

ism.
Response Frequency Percent (%)
Strongly Agree 10 27.8
Agree 9 25.0
Undecided 0 0.0
Disagree 9 250
Strongly Disagree

8 222
Total

36 100.0

Source: field survey, October 2017.

Table 7 above shows the responses of respondents that

PTDF is actually fulfilling its setout objective of initiation.

18 respondents which represent 50.0 percent of the popula-
tion strongly agreed that PTDF is actually fulfilling its

setout objective of initiation.

9 respondents which represent 25.0 percent of the popula-
tion agreed that PTDF is actually fulfilling its setout objec-

tive of initiation.

1 respondent which represent 2.8 percent of the population

were undecided.

3 respondents which represent 8.3 percent of the popula-

tion disagreed.

Source: field survey, October 2017.

Table 8 above shows the responses of respondents that Ni-
gerian oil and gas industry still lacks world-wide reputa-

tion for technical capacity and professionalism.

10 respondents which represent 27.8 percent of the popula-
tion strongly agreed that there are challenges of ensuring

local content in the Nigerian oil and gas industry.

9 respondents which represent 25.0 percent of the popula-
tion agreed that there are challenges of ensuring local con-

tent in the Nigerian oil and gas industry.

0 respondents which represent 0 percent of the population

were undecided.

9 respondents which represent 25.0 percent of the popula-
tion disagreed.
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8 respondents which represent 22.2 percent of the popula-
tion strongly disagreed that there are challenges of ensur-

ing local content in the Nigerian oil and gas industry.

Research Hypothesis
Ho: local content is actually improving now as expected.

Hi: local content is actually not improving now as ex-

pected.

Ho: Nigerian oil and gas industry still lacks world-wide

reputation for technical capacity and professionalism.

Hi: Nigerian oil and gas industry does not lack worldwide

reputation for technical capacity and professionalism.
Level of significance: 0.05

Decision rule: reject the null hypothesis if the p-value is

less than the level of significance.
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Chi-Square 8.084
Df 4
P-value 0.054191

Local content in the oil and
gas industry of Nigeria is

Actually improving now as

expected?
Chi- Square 7.529
Df 4
P-value 0.013441

Nigeria oil and gas industry
still lacks worldwide reputa-
tion for technical capacity and

professionalism.

Conclusion based on the decision rule

Since the p-value (0.013341) is less than the level of
significance (0.05), we reject the null hypothesis therefore
concluding that Local content in the Nigerian oil and gas
industry is not actually improving as expected. Also, since
the p-value (0.054519) is greater than the level of signifi-
cance (0.05), we accept the null hypothesis that Nigeria oil
and gas industry still lacks worldwide reputation for tech-

nical capacity and professionalism.

5. Conclusion

From the result above, it is evident that the local content is
essential to the growth and development of the Nigerian oil
and gas industry and thus should be encouraged of its ne-
cessity. The study showed that local content is not improv-
ing as expected and despite the petroleum technology de-
velopment fund fulfilling its objective of developing
indigenious competencies, the local content has not im-
proved as a result of several challenges like lack of funds.
There is a need to establish a development bank that would
empower local contractors. Technology transfer strategy is
of importance as well so that we will not be spending mon-
ey on training without deriving the impact. Local content
act would be amended in a way that would encourage the
local contractors/investors. Finally, the issue of corruption
needs to be addressed as this also affects contracts alloca-

tion.
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