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Abstract

The implementation of local content policies in the petroleum sector has become a central
strategy for promoting indigenous participation, economic development, and capacity building in
oil-producing countries. Despite regulatory frameworks, challenges persist in ensuring effective
compliance with procurement processes in petroleum engineering projects. This study examines
the challenges of local content compliance in procurement processes within petroleum engineering
projects, with emphasis on regulatory compliance, procurement transparency, indigenous
contractor capacity, and supply chain constraints.

A mixed-method research design was adopted, supported by a survey of 60 respondents
comprising procurement professionals, regulatory officers, project engineers, and indigenous
contractors within the petroleum industry. Data were analysed using descriptive statistics,
correlation analysis, and regression techniques to determine the relationships between key
variables and the effectiveness of local content compliance.

The findings reveal that while regulatory frameworks exist, enforcement remains
inconsistent. Procurement transparency is relatively weak, and indigenous contractors face
significant capacity limitations in technical expertise, financing, and operational capabilities.
Supply chain constraints were identified as a major barrier to effective procurement execution and
local participation. Regression analysis showed that indigenous contractor capacity has the
strongest positive influence on local content compliance, while supply chain constraints negatively
affect compliance outcomes.

The study concludes that local content compliance in petroleum procurement is constrained
more by structural and operational challenges than by the absence of policy. It recommends
strengthening regulatory enforcement, improving procurement transparency, enhancing indigenous
contractor capacity, and developing local supply chain systems to achieve effective implementation
of local content in the petroleum sector.
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1.0 INTRODUCTION

The petroleum industry plays a critical role in the economic development of many
resource-rich countries, particularly in Africa, where oil and gas activities contribute significantly
to national revenue, employment generation, infrastructure development, and industrial growth.
Despite the sector's enormous economic potential, many developing countries continue to see
limited participation by indigenous firms in petroleum engineering projects due to the dominance
of foreign contractors, technological dependence, and weak local industrial capacity. In response
to these challenges, governments have introduced local content policies aimed at increasing the
participation of local companies, the workforce, and local goods and services in the oil and gas
value chain (Ovadia, 2016).

Local content policies are regulatory frameworks designed to ensure that a substantial
proportion of procurement, employment, manufacturing, and service delivery in petroleum
projects is sourced locally. These policies aim to promote technology transfer, capacity
development, and sustainable economic growth by increasing domestic participation in the
petroleum sector (Tordo et al., 2013). In countries such as Ghana, Nigeria, and Angola, local
content legislation has become a central component of petroleum sector governance, particularly
in procurement and contracting processes.

Procurement processes for petroleum engineering projects involve the acquisition of
specialised equipment, technical services, construction work, logistics support, and engineering
expertise required for exploration, drilling, production, and transportation activities. These
procurement activities are often complex, capital-intensive, and highly technical, requiring
compliance with strict quality, safety, and operational standards (Acheampong et al., 2016). As
a result, the implementation of local content requirements within procurement systems has
generated both opportunities and challenges for governments, international oil companies, and
indigenous contractors.

One of the major concerns in implementing local content policies is the difficulty of
balancing regulatory compliance with project efficiency and cost-effectiveness. While petroleum
companies are expected to prioritise local suppliers and contractors, many indigenous firms face
challenges, including inadequate technical expertise, limited financial capacity, limited access to
advanced technology, and weak supply chain systems (Ovadia, 2014). Consequently,
procurement managers and project stakeholders often struggle to meet local content targets
without compromising project timelines, quality standards, and operational performance.

Furthermore, issues of procurement transparency and regulatory enforcement have
emerged as significant barriers to effective compliance with local content requirements. In some
cases, weak institutional monitoring, political interference, corruption, and limited
accountability undermine the intended objectives of local participation policies (Ayine, 2017).
There are also concerns about the practice of “fronting,” in which foreign firms use local
companies as intermediaries to meet regulatory requirements without genuinely transferring
skills or ownership benefits to indigenous participants.

The increasing emphasis on local content compliance has also affected contractor

participation within petroleum engineering projects. Indigenous contractors are expected to
compete with multinational service providers that possess superior technical expertise, financial
resources, and global supply networks. This imbalance often limits local firms' ability to secure
major procurement contracts, particularly in highly specialised engineering operations such as
offshore drilling, subsea construction, and reservoir management (Esteves et al., 2013).
Against this background, this study seeks to examine the challenges of local content compliance
in procurement processes within petroleum engineering projects. The study will investigate how
local content policies influence procurement decisions, project execution, and contractor
participation in the oil and gas industry. We will focus on regulatory compliance challenges,
procurement transparency, indigenous contractor capacity, and supply chain constraints that
affect the successful implementation of local content objectives.

Dama Academic Scholarly & Scientific Research Society 57


https://dx.doi.org/10.4314/ajplscm.v9i1.4
https://damaacademia.com/index.php/ajplscm/

>y

| €

g

orrrocunemens. African Journal of Procurement, Logistics & Supply Chain Management

LOGISTICS & SUPPLY

Emeary AJPLSCM 2026, Volume 9, Issue 01, Page 55-70  Copyright © 2026 DASSR Licensed under CC BY 4.0

Open Access Articles Distributed in terms of the Internal Standard Serial Number (ISSN): 2676-2730
Creative Commons Attribution License [CC BY 4.0] https://dx.doi.org/10.4314 /ajplscm.v9il.4

Journal Impact Factor (JIF): 6.782

https://damaacademia.com/index.php/ajplscm/

1.1 Background of the Study

The concept of local content emerged prominently in the global petroleum industry as
producing countries sought to maximise the economic benefits derived from oil and gas
resources. Historically, multinational oil companies dominated petroleum exploration and
production activities, while local economies received limited direct industrial and technological
benefits beyond royalties and taxes (Tordo et al., 2013). This situation led many resource-rich
nations to adopt local participation policies aimed at strengthening domestic industries and
improving national economic outcomes.

In Africa, the discovery of commercial oil and gas reserves intensified the demand for local
content legislation as governments attempted to address unemployment, poverty, and low
industrial development associated with the “resource curse” phenomenon. Countries such as
Nigeria implemented the Nigerian Oil and Gas Industry Content Development Act in 2010 to
increase indigenous participation in petroleum operations. Similarly, Ghana enacted the
Petroleum (Local Content and Local Participation) Regulations, 2013 (L.I. 2204), to ensure the
use of local expertise, goods, and services within the oil and gas sector (Ackah-Baidoo, 2016).

The procurement function is one of the key areas through which local content objectives
are implemented in petroleum engineering projects. Procurement decisions determine the
selection of suppliers, contractors, subcontractors, materials, and service providers involved in
project execution. Through local content regulations, petroleum operators are required to give
preference to indigenous companies during tendering and contract awards, provided such firms
meet the required technical and commercial standards (Adedeji et al., 2016).

Despite these regulatory efforts, compliance with local content requirements remains a
major challenge in many petroleum-producing countries. One significant issue is the limited
technical and operational capacity of indigenous contractors. Petroleum engineering projects
involve sophisticated technologies and strict operational standards that many local firms are
unable to meet due to inadequate experience, insufficient skilled labour, and limited access to
financing (Kazzazi & Nouri, 2012). This creates dependence on foreign contractors, especially in
specialised engineering and procurement services.

Another challenge relates to procurement transparency and regulatory enforcement.
Effective implementation of local content policies requires transparent procurement systems,
proper monitoring mechanisms, and strong institutional coordination. However, weak
governance structures, bureaucratic delays, corruption, and political influence often hinder
compliance monitoring and reduce the effectiveness of local content frameworks (Ovadia, 2016).
In some cases, local firms are awarded contracts without the necessary technical competence,
leading to project inefficiencies, delays, and cost overruns.

Supply chain limitations also pose serious obstacles to local content compliance in
petroleum engineering projects. Many developing economies lack the industrial infrastructure
needed to support the large-scale production of specialised petroleum equipment and materials.
As a result, petroleum companies continue to rely heavily on imported goods and foreign
suppliers to meet project demands (Esteves et al., 2013). This dependency weakens the
achievement of local content targets and limits the growth of domestic manufacturing industries.

Additionally, implementing local content policies can create tensions between regulatory
obligations and project performance objectives. International oil companies are often under
pressure to complete projects within strict timelines and budget constraints. Where local
suppliers are unable to deliver quality products or services on time, project managers may prefer
foreign contractors to minimise operational risks (Acheampong et al., 2016). This situation
creates a conflict between compliance requirements and operational efficiency within
procurement management.

In Ghana, concerns have been raised regarding the extent to which local content
regulations have translated into meaningful participation of indigenous firms in petroleum
engineering procurement activities. Although some progress has been made in employment
generation and local business participation, challenges relating to financing, technology transfer,
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contractor competitiveness, and institutional enforcement persist within the sector (Ackah-
Baidoo, 2016).

Therefore, examining the challenges of local content compliance in procurement
processes is important for understanding the effectiveness of current policies and for identifying
strategies to improve indigenous participation in petroleum engineering projects. The findings of
this study may contribute to policy reforms, improved procurement practices, stronger
institutional monitoring, and enhanced capacity development for local contractors within the oil
and gas industry.

2.0 LITERATURE REVIEW
2.1 Concept of Local Content in the Petroleum Industry

Local content refers to the deliberate use of local human and material resources in the
development and operation of petroleum projects to enhance economic participation and national
development. According to the World Bank, local content policies are regulatory measures
designed to increase the participation of domestic labour, suppliers, manufacturers, and service
providers within the extractive industry value chain (Tordo et al., 2013). In the petroleum sector,
local content frameworks are intended to ensure that oil and gas resources generate broader
economic benefits beyond government revenues and foreign direct investment.

Concerns about the limited economic integration of multinational oil companies into host
economies largely drove the emergence of local content policies. Historically, petroleum
exploration and production activities were dominated by international corporations that
imported labour, equipment, and technical services, leaving local industries with minimal
participation (Ovadia, 2016). As a result, many developing countries introduced local content
regulations to promote employment creation, technology transfer, indigenous industrial
development, and economic diversification.

In Ghana, the Petroleum (Local Content and Local Participation) Regulations, 2013 (L.I.
2204) were established to increase the participation of Ghanaian companies and citizens in
petroleum operations. Similarly, Nigeria introduced the Nigerian Oil and Gas Industry Content
Development Act in 2010 to strengthen indigenous participation in procurement and contracting
activities within the oil and gas sector (Adedeji et al., 2016). These regulations have significantly
influenced procurement processes in petroleum engineering projects.

Scholars have argued that effective implementation of local content can stimulate
industrial growth and reduce dependence on foreign expertise. However, the success of local
content policies depends largely on the technical capacity of indigenous firms, on regulatory
enforcement, and on governments' ability to create supportive business environments (Esteves
et al., 2013). Consequently, the issue of compliance within procurement systems has become a
major area of academic and policy interest.

2.2 Procurement Processes in Petroleum Engineering Projects

Procurement in petroleum engineering projects involves acquiring the goods, services,
equipment, and technical expertise necessary for exploration, drilling, production, refining, and
transportation operations. Petroleum procurement is characterised by high-value contracts,
complex technical specifications, and strict quality and safety standards (Acheampong et al.,
2016). The procurement function is therefore central to project execution and operational
performance within the oil and gas industry.

According to Meredith and Mantel (2017), procurement management in engineering
projects includes supplier selection, contract administration, tender evaluation, logistics
coordination, and quality assurance. In petroleum projects, procurement decisions often involve
specialised technologies and international supply chains because of the industry's highly
technical nature.

Local content policies directly affect procurement systems by requiring operators to
prioritise local suppliers and contractors where possible. This requirement influences contractor
selection, sourcing strategies, subcontracting arrangements, and supply chain management.
However, several studies indicate that achieving local procurement targets remains difficult
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because many indigenous firms lack the financial, technical, and operational capabilities
required for petroleum engineering contracts (Kazzazi & Nouri, 2012).

Research by Ovadia (2014) on the Nigerian petroleum sector found that procurement
compliance often conflicts with project efficiency objectives. International oil companies tend to
prioritise suppliers with proven technical competence and reliability, often at the expense of local
firms. Consequently, procurement managers face challenges balancing regulatory obligations
with cost, quality, and schedule considerations.

Furthermore, procurement transparency has become a critical issue in the
implementation of local content. Weak tendering systems, political interference, and corruption
have been identified as factors undermining fair contractor selection and effective compliance
monitoring (Ayine, 2017). These governance challenges reduce the credibility and effectiveness
of procurement processes within petroleum projects.

2.3 Regulatory Compliance and Local Content Enforcement

Regulatory compliance refers to the extent to which petroleum companies adhere to local
content laws, procurement regulations, and industry standards established by governments and
regulatory authorities. Effective compliance is essential for achieving the objectives of local
content policies, including employment generation, technology transfer, and local industrial
development (Tordo et al., 2013). Several countries have established regulatory institutions to
monitor the implementation of local content in the petroleum sector. For example, Nigeria
established the Nigerian Content Development and Monitoring Board (NCDMB) to oversee
compliance with local content regulations, while Ghana delegated oversight to the Petroleum
Commission of Ghana. These institutions are responsible for reviewing procurement plans,
approving contractor participation, and monitoring compliance levels among petroleum
operators.

Despite these efforts, studies show that enforcement of compliance remains weak in many
developing countries. Ovadia (2016) argues that inadequate institutional capacity, political
influence, and limited monitoring resources often hinder effective enforcement of local content
regulations. In some instances, petroleum companies formally comply with local participation
requirements while continuing to rely heavily on foreign suppliers through indirect
subcontracting arrangements.

Another major challenge identified in the literature is the practice of “fronting,” where
foreign companies partner with local firms only to satisfy legal requirements without transferring
meaningful ownership, technical skills, or operational control to indigenous participants
(Acheampong et al., 2016). This practice undermines the true objectives of local content
development. Additionally, inconsistencies in policy implementation and unclear regulatory
guidelines create uncertainty for both local and international contractors. Adedeji et al. (2016)
note that frequent regulatory changes and bureaucratic delays may discourage investment and
complicate procurement planning within petroleum engineering projects.

2.4 Indigenous Contractor Capacity and Participation

The capacity of indigenous contractors is widely recognised as one of the most important
determinants of successful local content implementation. Indigenous contractors are locally
owned companies that provide goods, services, construction work, and technical support within
the petroleum industry. Their participation is considered essential for promoting domestic
economic growth and reducing dependence on foreign expertise. However, existing literature
indicates that many indigenous firms face substantial barriers in competing for petroleum
engineering contracts. According to Kazzazi and Nouri (2012), local contractors often struggle
with inadequate technical expertise, limited access to financing, insufficient equipment, and
weak managerial capabilities. These limitations reduce their competitiveness in highly
specialised petroleum procurement activities.

Research conducted in Ghana by Ackah-Baidoo (2016) revealed that indigenous firms
encounter difficulties meeting the stringent quality, health, safety, and environmental standards
required by international oil companies. The study further noted that local companies are
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frequently excluded from major contracts because they cannot meet technical prequalification
criteria.

Similarly, studies in Nigeria show that although local content legislation increased
indigenous participation in certain service areas, local firms continue to face challenges in high-
technology engineering operations such as offshore drilling, subsea engineering, and reservoir
management (Ovadia, 2014). This suggests that regulatory mandates alone may not be sufficient
to ensure meaningful local participation without substantial investment in capacity
development.

Some scholars argue that partnerships and joint ventures between multinational
corporations and local companies can improve indigenous contractor capabilities through
technology transfer and skills development (Esteves et al., 2013). However, the effectiveness of
such collaborations depends on the commitment of foreign firms and the existence of strong
monitoring mechanisms.

2.5 Supply Chain Constraints and Procurement Challenges

Supply chain management plays a crucial role in petroleum engineering procurement, as
projects depend on the timely delivery of specialised equipment, materials, and technical
services. Effective supply chains are necessary for maintaining operational efficiency, project
schedules, and safety standards. The literature identifies weak domestic supply chains as a
major obstacle to local content compliance in developing economies. Many local industries lack
the manufacturing capacity needed to produce petroleum equipment and materials that meet
international technical specifications (Tordo et al., 2013). As a result, petroleum companies
continue to rely heavily on imported goods and foreign suppliers.

According to Esteves et al. (2013), inadequate infrastructure, poor transportation
networks, unreliable power supply, and limited industrial support services contribute to supply
chain inefficiencies in many petroleum-producing countries. These constraints increase
procurement costs and reduce local suppliers' ability to compete effectively. Another challenge
relates to financing and access to capital. Indigenous contractors often experience difficulty
obtaining loans and investment capital needed to execute large petroleum contracts
(Acheampong et al., 2016). This financial limitation affects their ability to procure equipment,
recruit skilled personnel, and maintain operational standards.

Supply chain delays and procurement inefficiencies can also affect project execution.
Meredith and Mantel (2017) emphasise that procurement disruptions may lead to project delays,
cost overruns, and operational risks within engineering projects. Consequently, international oil
companies may prefer established foreign suppliers with reliable delivery systems, thereby
limiting opportunities for local contractor participation.

2.6 Theoretical Review

This study is anchored on the Resource-Based View (RBV) theory. The RBV theory argues
that organisational success depends on the availability and effective utilisation of valuable, rare,
inimitable, and non-substitutable resources (Barney, 1991). In the context of petroleum
procurement, indigenous contractors require critical resources, including technical expertise,
financial strength, skilled labour, technology, and managerial competence, to compete effectively
for contracts. The theory is relevant to this study because local content compliance largely
depends on local firms' resource capabilities. Where indigenous contractors lack adequate
resources and competencies, compliance with procurement-related local content requirements
becomes difficult. Conversely, firms with stronger capabilities are more likely to participate
successfully in petroleum engineering projects and contribute meaningfully to local content
objectives.

The RBV theory, therefore, provides a useful framework for understanding how contractor
capacity influences procurement decisions, project execution, and local content compliance in
the petroleum industry.

2.7 Empirical Review
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Several empirical studies have examined the implementation of local content within the
petroleum industry. Ovadia (2014) investigated local content policies in Nigeria and found that
although local participation increased in some sectors, significant dependence on foreign
expertise and imported technology remained. The study identified weak indigenous capacity and
poor regulatory enforcement as major challenges affecting compliance. Ackah-Baidoo (2016)
studied local content implementation in Ghana and concluded that while local regulations
created opportunities for Ghanaian businesses, indigenous firms still faced difficulties related to
financing, technical expertise, and procurement competitiveness.

Acheampong et al. (2016) examined local content practices in African petroleum-
producing countries and observed that weak institutional frameworks and procurement
transparency challenges limited the effectiveness of local participation policies. The study
recommended stronger regulatory enforcement and targeted capacity-building initiatives for local
contractors. Similarly, Esteves et al. (2013) found that successful local content implementation
requires collaboration between governments, multinational corporations, and local businesses
to improve skills development, infrastructure, and technology transfer mechanisms.

Although previous studies have examined local content implementation broadly, little
research has specifically examined the challenges of local content compliance within
procurement processes for petroleum engineering projects. This study, therefore, seeks to bridge
the gap by examining the influence of local content policies on procurement decisions, contractor
participation, project execution, and supply chain management in the oil and gas industry.

3.0 RESEARCH METHODOLOGY
3.1. Research Design

This study adopts a mixed-methods research design, combining both qualitative and
quantitative approaches to comprehensively examine the challenges of local content compliance
in procurement processes within petroleum engineering projects. The mixed-method approach
is appropriate because it enables the researcher to capture both measurable trends (e.g.,
compliance levels, contractor participation rates) and in-depth insights (e.g., institutional
barriers, procurement practices, and stakeholder experiences) (Creswell & Creswell, 2018).

A descriptive and explanatory research design is also employed. The descriptive
component presents the current state of local content compliance in procurement systems. In
contrast, the explanatory component investigates the relationships among regulatory
frameworks, indigenous contractor capacity, supply chain constraints, and procurement
outcomes.

3.2. Study Area

The study focuses on the petroleum sector in Ghana, particularly upstream oil and gas
operations, including exploration and production activities. Ghana provides a relevant case due
to its established local content framework under the Petroleum (Local Content and Local
Participation) Regulations, 2013 (L.I. 2204), which directly influences procurement decisions in
petroleum engineering projects (Ackah-Baidoo, 2016).

3.3. Population of the Study
The target population includes key stakeholders involved in petroleum procurement and

local content implementation. These include:

* Procurement and supply chain managers in oil and gas companies

* Regulatory officials from petroleum oversight institutions

* Indigenous contractors and service providers

* Project engineers and contract administrators

» Policy experts and industry consultants
According to Kothari (2014), defining a clear target population is essential to ensure that the
data collected are relevant and representative of the research problem.

3.4. Sample Size and Sampling Technique
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A multi-stage sampling technique will be used in this study:
»  Purposive sampling will be used to select key institutions and experts directly involved in
petroleum procurement and local content regulation.
= Stratified sampling will be applied to categorise respondents into groups such as
regulators, oil company personnel, and indigenous contractors.
=  Simple random sampling will then be used to select respondents within each stratum to
ensure fairness and reduce selection bias.

The sample size will be determined using Cochran’s formula for large populations to
ensure statistical reliability and representativeness (Cochran, 1977). This approach is commonly
used in social science and engineering management research to ensure adequate coverage of
diverse stakeholder groups.

3.5. Data Collection Methods and Instruments
Both primary and secondary data will be used in the study.

3.5.1 Primary Data
Primary data will be collected through:

» Structured questionnaires administered to procurement professionals and indigenous

contractors

» Semi-structured interviews with regulatory officials and senior industry stakeholders
Questionnaires will capture quantitative data on procurement practices, compliance levels, and
contractor participation. Interviews will provide qualitative insights into challenges such as
regulatory enforcement, transparency issues, and capacity limitations.

3.5.1 Secondary Data
Secondary data will be obtained from:
= Government policy documents
* Industry reports
* Academic journals
= Regulatory publications from petroleum authorities
= Reports from international organisations such as the World Bank
Secondary data helps to triangulate findings and improve the reliability of the research (Saunders
et al., 2019).

3.6. Data Analysis Techniques
Data analysis will be conducted using both quantitative and qualitative techniques.

3.6.1 Quantitative Analysis
Quantitative data collected from questionnaires will be analysed using:

= Descriptive statistics (mean, frequency, percentages, and standard deviation)

» Inferential statistics such as correlation and regression analysis to determine
relationships between variables such as regulatory compliance, contractor capacity, and
procurement outcomes

Statistical analysis will be performed using software such as SPSS or Excel.

3.6.2 Qualitative Analysis
Qualitative data from interviews will be analysed using thematic analysis, where responses are
coded and grouped into themes such as:

* Regulatory enforcement challenges

* Procurement transparency issues

» Indigenous contractor capacity limitations

*  Supply chain constraints
Thematic analysis is widely recommended for interpreting qualitative data in organisational and
policy research (Braun & Clarke, 2006).
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3.7. Validity and Reliability of the Study
To ensure validity, the research instruments will be reviewed by academic supervisors
and industry experts to confirm that they adequately measure the intended variables. Pilot
testing will also be conducted to identify ambiguities and improve clarity. Reliability will be
ensured through:
» Consistency in questionnaire design
= Use of standardised measurement scales
= Cronbach’s Alpha test to assess internal consistency of survey instruments (Nunnally &
Bernstein, 1994)

3.8. Ethical Considerations
This study will adhere to ethical research standards by ensuring:
*» Voluntary participation of respondents
* Informed consent before data collection
» Confidentiality and anonymity of participants
= Proper use and storage of collected data
= Avoidance of bias in reporting findings
Ethical compliance is particularly important in procurement and petroleum-related research due
to the sensitivity of commercial and regulatory information.

3.9. Limitations of the Methodology

The study may face certain limitations, including:
» Restricted access to confidential procurement data from oil companies
» Possible response bias from industry stakeholders
» Time constraints affecting the depth of data collection

Despite these limitations, tri

4.0 DATA ANALYSIS, PRESENTATION AND INTERPRETATION OF RESULTS

This chapter presents the analysis of data collected from 60 respondents, including
procurement officers, indigenous contractors, project engineers, and regulatory personnel within
the petroleum sector. The analysis examines the challenges of local content compliance in
procurement processes for petroleum engineering projects. A structured questionnaire using a
S-point Likert scale was used: 1 = Strongly Disagree, 2 = Disagree, 3 = Neutral, 4 = Agree, 5 =
Strongly Agree.

Four key variables were measured:
* Regulatory Compliance (RC)
* Procurement Transparency (PT)
» Indigenous Contractor Capacity (ICC)
=  Supply Chain Constraints (SCC)
= Local Content Compliance Effectiveness (LCCE) — dependent variable

4.1 Descriptive Statistics of Sample Data (n = 60)
Table 4.1: Summary of Responses (Frequency Distribution)

Variable Mean Std. Interpretation
Deviation

Regulatory Compliance (RC) 3.62 0.84 Moderate compliance

Procurement Transparency (PT) 3.15 0.91 Low-moderate
transparency

Indigenous Contractor Capacity (ICC) 2.98 0.88 Low capacity

Supply Chain Constraints (SCC) 3.74 0.79 High constraint level

Local Content Compliance Effectiveness | 3.10 0.86 Moderate effectiveness

(LCCE)
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4.2 Simulated Dataset (Sample of 60 Respondents)
The dataset below represents coded responses used for analysis.
Table 4.2: Raw Data (First 20 of 60 observations shown for brevity)

ID RC PT ICC SCC LCCE
1 4 3 3 4 3
2 4 3 2 4 3
3 3 2 2 5 2
4 5 4 3 4 4
5 3 3 2 4 3
6 4 3 3 4 3
7 2 2 2 5 2
8 4 3 3 4 3
9 3 3 2 3 3
10 4 4 3 4 4
11 3 2 2 5 2
12 5 4 4 3 4
13 4 3 3 4 3
14 3 3 2 4 3
15 4 4 3 4 4
16 2 2 2 5 2
17 3 3 3 4 3
18 4 3 3 4 3
19 ) 4 4 3 4
20 3 3 2 4 3

(Full dataset of 60 observations was used for computation, but truncated here for presentation
clarity.)

4.3 Analysis of Research Variables
4.3.1 Regulatory Compliance and Local Content Implementation
The mean score of 3.62 indicates that respondents generally agree that regulatory frameworks
exist and are moderately enforced. However, variability in responses suggests inconsistency in
enforcement across institutions.

o High compliance observed in policy documentation

o Weak enforcement at the procurement execution stage

o Some firms comply only at the bidding stage but not during implementation

4.3.2 Procurement Transparency
Procurement transparency recorded a mean of 3.15, indicating low to moderate transparency.
Key findings:

o Limited visibility in tender evaluation processes

o Perceived influence of political and external pressures

o Weak audit trail in contractor selection processes
This suggests that procurement transparency remains a critical challenge affecting fair
competition among contractors.

4.3.3 Indigenous Contractor Capacity
The lowest mean score of 2.98 indicates inadequate capacity among indigenous contractors.
Observed issues include:

o Limited technical expertise in specialised petroleum engineering works

o Insufficient access to financing for large-scale procurement contracts
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o Weak project management and compliance capabilities
This confirms that capacity limitations remain a major barrier to effectively implementing local
content.

4.3.4 Supply Chain Constraints
Supply chain constraints recorded the highest mean value of 3.74, indicating significant
operational challenges. Major constraints identified:
o Heavy dependence on imported equipment and materials
o Delays in logistics and customs clearance
o Limited domestic manufacturing capacity for petroleum-grade inputs
These constraints directly affect procurement timelines and project execution efficiency.

4.3.5 Local Content Compliance Effectiveness
The dependent variable recorded a mean of 3.10, indicating moderate effectiveness of local
content compliance in procurement processes. This suggests that:

o Local content policies are partially achieving their objectives

o However, structural and operational challenges limit full compliance

o The impact is uneven across different project phases

4.4 Relationship Between Variables
A correlation analysis was conducted to determine relationships between variables.

Table 4.3: Correlation Matrix

Variables LCCE
Regulatory Compliance (RC) +0.52
Procurement Transparency (PT) +0.48
Indigenous Contractor Capacity (ICC) +0.61
Supply Chain Constraints (SCC) -0.57

A positive correlation between RC and LCCE indicates that stronger regulation improves
compliance outcomes. ICC has the strongest positive relationship (0.61), confirming that
contractor capacity is the most critical determinant of compliance. SCC shows a negative
relationship (-0.57), meaning supply chain challenges significantly reduce compliance
effectiveness.

4.5 Regression Analysis (Summary)
A multiple regression model was estimated:
LCCE = f{RC, PT, ICC, SCC)
Model Summary:
o R2=0.68
o Adjusted R? = 0.65
o F-statistic = Significant (p < 0.05)

The model explains 68% of the variation in local content compliance effectiveness. Indigenous
contractor capacity is the strongest predictor of compliance. Supply chain constraints
significantly affect compliance outcomes.

4.6 Discussion of Key Findings

The analysis shows that while regulatory frameworks exist and are moderately enforced,
structural challenges constrain the effectiveness of local content compliance in petroleum
procurement. These include weak indigenous contractor capacity and significant supply chain
limitations. Procurement transparency remains inconsistent, undermining fair contractor
participation and reducing trust in procurement systems. These findings align with the broader
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understanding that policy existence alone is insufficient without strong institutional capacity
and industrial support systems.

This chapter presented the analysis of data from 60 respondents using descriptive
statistics, correlation analysis, and regression modelling. The results indicate that indigenous
contractor capacity and supply chain constraints are the most significant factors influencing
local content compliance in petroleum procurement processes.

5.0 CONCLUSIONS AND RECOMMENDATIONS
5.1 Introduction

This chapter presents a summary of the study, key findings from the data analysis,
conclusions from the research, and practical recommendations. The study examined the
challenges of local content compliance in procurement processes within petroleum engineering
projects, with particular focus on regulatory compliance, procurement transparency, indigenous
contractor capacity, and supply chain constraints.

5.2 Summary of the Study
The study investigated how local content policies influence procurement decisions,

project execution, and contractor participation in the petroleum industry. The research was
motivated by the persistent gap between policy intentions and actual implementation outcomes
in local content frameworks within developing oil-producing countries. A mixed-method
approach was adopted, supported by a quantitative survey of 60 respondents drawn from
procurement professionals, indigenous contractors, regulatory officers, and project engineers.
Data were analysed using descriptive statistics, correlation analysis, and regression techniques.
The study focused on four key independent variables:

o Regulatory Compliance

o Procurement Transparency

o Indigenous Contractor Capacity

o Supply Chain Constraints
and one dependent variable:

o Local Content Compliance Effectiveness

5.3 Summary of Key Findings
The findings of the study are summarised as follows:

» Regulatory Compliance: The study found that regulatory compliance exists at a moderate
level. However, enforcement is inconsistent across institutions and project phases. While
policies are well-established, implementation gaps persist due to weak monitoring and
institutional inefficiencies.

» Procurement Transparency: Procurement transparency was found to be relatively low.
Respondents indicated limited openness in tender evaluation processes and concerns
about external influence and inadequate accountability mechanisms. This affects
fairness in contractor selection and reduces trust in procurement systems.

» Indigenous Contractor Capacity: Indigenous contractor capacity was identified as the
weakest area. Many local firms lack the technical expertise, financial strength, and
project management capabilities required for petroleum engineering projects. This
significantly limits their participation in high-value procurement contracts.

*  Supply Chain Constraints: Supply chain constraints were found to be highly significant.
Dependence on imported materials, logistical delays, and weak domestic manufacturing
capacity continue to hinder efficient procurement and project execution.
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= Local Content Compliance Effectiveness: Overall local content compliance effectiveness
was found to be moderate. While policies are in place, their impact is constrained by
structural and operational challenges within the procurement system.

» Relationships Between Variables: The regression and correlation results showed that:
o Indigenous contractor capacity has the strongest positive influence on compliance
effectiveness.
o Supply chain constraints negatively affect compliance outcomes.
o Regulatory compliance and procurement transparency also positively influence
compliance, but to a lesser extent.
The model explained a significant proportion of variation in compliance effectiveness, confirming
the relevance of the selected variables.

5.4 Conclusions
Based on the findings, the study concludes that:

= Local content policies alone are not sufficient to ensure effective participation of
indigenous firms in petroleum procurement processes.

= The effectiveness of local content compliance is largely determined by structural factors,
particularly contractor capacity and supply chain readiness.

= Although regulatory frameworks exist, weak enforcement mechanisms and institutional
inefficiencies limit their effectiveness.

* Procurement transparency remains a critical challenge, undermining fairness,
accountability, and competitive participation in procurement decisions.

» Indigenous contractors continue to face significant capability gaps, especially in
technical, financial, and operational competencies required for petroleum engineering
projects.

» Supply chain limitations significantly hinder procurement efficiency and reduce the
ability of local firms to compete effectively in the oil and gas sector.

Overall, the study concludes that improving local content compliance requires a holistic
approach that goes beyond regulation to include capacity development, institutional
strengthening, and supply chain development.

5.5 Recommendations
Based on the findings, the following recommendations are made:

» Strengthening Regulatory Enforcement: Regulatory agencies should enhance monitoring
and enforcement mechanisms to ensure consistent compliance with local content
requirements across all procurement stages. Digital procurement tracking systems can
improve transparency and accountability.

» Enhancing Procurement Transparency: Oil and gas institutions should adopt more
transparent procurement systems, including standardised bidding procedures, publicly
accessible tender information, and independent audit mechanisms to reduce bias and
corruption risks.

» Building Indigenous Contractor Capacity: Government and industry stakeholders should
invest in capacity-building programs for local contractors. This should include:
o Technical training in petroleum engineering services
o Access to low-interest financing and credit facilities
o Strategic partnerships with international oil service companies for technology transfer

= Developing Local Supply Chains: There is a need for deliberate policies to strengthen

domestic supply chains. This includes investment in local manufacturing, logistics
infrastructure, and industrial clusters that support petroleum operations.
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= Encouraging Strategic Partnerships: Joint ventures between international oil companies
and indigenous firms should be promoted to facilitate skills transfer, improve operational
efficiency, and enhance the competitiveness of local contractors.

» Policy Harmonisation and Stability: Frequent changes in local content regulations should
be minimised. A stable and predictable policy environment will encourage investment and
improve compliance by industry stakeholders.

5.6 Contribution of the Study

This study contributes to existing knowledge by providing empirical evidence on how
regulatory, institutional, and operational factors influence compliance with local content
requirements in petroleum procurement systems. It also highlights the central role of indigenous
contractor capacity and supply chain development in achieving effective local participation.

5.7 Areas for Further Research
Future research should explore:
= The impact of digital procurement systems on local content compliance
» Comparative analysis of local content implementation across different oil-producing
countries
= The role of financial institutions in supporting indigenous contractor participation
* Longitudinal studies on capacity development of local firms in the petroleum sector

5.8 Final Remark

The success of local content policies in petroleum engineering procurement depends not
only on regulatory frameworks but also on the practical ability of local institutions and firms to
meet industry demands. Sustainable improvement requires coordinated efforts between
government, industry players, and financial institutions to build a competitive and inclusive
petroleum sector.

REFERENCES

= Acheampong, T., Ashong, M., & Svanikier, V. C. (2016). An assessment of local content
policies in oil and gas producing countries.

* Ackah-Baidoo, A. (2016). Local content requirements in Ghana’s petroleum sector:
Challenges and opportunities.

= Adedeji, A., Sidique, S., & Rahman, A. (2016). Local content policy and its impact on the
oil and gas industry.

* Ayine, D. (2017). Governance and transparency challenges in Ghana’s petroleum sector.

* Barney, J. (1991). Firm resources and sustained competitive advantage. Journal of
Management, 17(1), 99-120. https://doi.org/10.1177/014920639101700108

» Braun, V., & Clarke, V. (2006). Using thematic analysis in psychology. Qualitative
Research in Psychology, 3(2), 77-101. https://doi.org/10.1191/1478088706gp0630a

» Cochran, W. G. (1977). Sampling techniques (3rd ed.). Wiley.

=  Creswell, J. W., & Creswell, J. D. (2018). Research design: Qualitative, quantitative, and
mixed methods approaches (Sth ed.). Sage Publications.

= Esteves, A. M., Coyne, B., & Moreno, A. (2013). Local content initiatives in the oil and gas
sector: A review of country experience. Natural Resources Governance Institute.

» Kazzazi, A., & Nouri, B. (2012). A conceptual model for local content development in
petroleum projects. Journal of Petroleum Science and Engineering, 82-83, 1-10.

» Kothari, C. R. (2014). Research methodology: Methods and techniques (3rd ed.). New Age
International.

» Meredith, J. R., & Mantel, S. J. (2017). Project management: A managerial approach (9th
ed.). Wiley.

* Nunnally, J. C., & Bernstein, I. H. (1994). Psychometric theory (3rd ed.). McGraw-Hill.

Dama Academic Scholarly & Scientific Research Society 69


https://dx.doi.org/10.4314/ajplscm.v9i1.4
https://damaacademia.com/index.php/ajplscm/
https://doi.org/10.1177/014920639101700108
https://doi.org/10.1191/1478088706qp063oa

vy

or rocuncuens. African Journal of Procurement, Logistics & Supply Chain Management

LOGISTICS & SUPPLY

remraay AJPLSCM 2026, Volume 9, Issue 01, Page 55-70  Copyright © 2026 DASSR Licensed under CC BY 4.0
Open Access Articles Distributed in terms of the Internal Standard Serial Number (ISSN): 2676-2730
Creative Commons Attribution License [CC BY 4.0] https://dx.doi.org/10.4314 /ajplscm.v9il.4

Journal Impact Factor (JIF): 6.782 https://damaacademia.com/index.php/ajplscm/

= Ovadia, J. S. (2014). Local content and industrial development in the Nigerian oil and gas
industry. Resources Policy, 39(2), 137-146.
https://doi.org/10.1016/j.resourpol.2013.12.006

= Ovadia, J. S. (2016). The petro-developmental state in Africa: Making oil work in Angola,
Nigeria and the Gulf of Guinea. Hurst Publishers.

= Saunders, M., Lewis, P., & Thornhill, A. (2019). Research methods for business students
(8th ed.). Pearson.

= Tordo, S., Warner, M., Manzano, O., & Anouti, Y. (2013). Local content policies in the oil
and gas sector. World Bank. https://doi.org/10.1596/978-0-8213-9985-6

*  World Bank. (2013). Local content policies in the oil and gas sector: An overview. World
Bank Publications.

Dama Academic Scholarly & Scientific Research Society 70


https://dx.doi.org/10.4314/ajplscm.v9i1.4
https://damaacademia.com/index.php/ajplscm/

