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A. Opening commentary 

 Mesdames et Messieurs, bon après-midi.  Ladies 

and gentlemen, good afternoon.  To commence, I 

wish to first take a moment to compliment the 

OECD on this initiative.  The opportunity for this 

sort of consultation in advance of a study program 

of this nature is constructive.  It is also critical to 

the success of the study and ultimately the success 

of the stakeholders the study aims to inform. 

 

 The organizers have requested I kick-off the 

discussion by responding to a few key questions of 

which I believe you all are aware.   In responding, I 

hope to pose some suppositions, ideas and issues 

to help prompt constructive dialogue. 

 



 

 

B. What types of approaches can be put in place to 

promote sustainable local value creation? 

 In starting to frame this issue, I would like to suggest 

that the interests of local communities, suppliers, 

governments and international investors are more 

aligned than different, and in many respects, 

symbiotic.   I believe this reality informed the OECD 

in gathering this diverse group of people today. 

 

 Understanding this symbiotic relationship, I would 

further suggest that essential to “sustainable” value 

creation in this industry, is ensuring all stakeholders 

continually realize value.  If even one stakeholder 

concludes there is not sufficient value, it will likely 

remove itself from the situation, ultimately resulting 

in demise for the others.  Conversely, if a 

stakeholder realizes value, enhanced investment or 

participation by that stakeholder is likely to be the 

result. 

 

 



 

 

 As the group today discusses the types of 

approaches that promote sustainable local value 

creation in this industry, I predict that each will have 

at least one of three following characteristics.  They 

are: 

1.  Rooted in a win/win philosophy – given the 

symbiotic relationship, I think we are all now 

keenly aware that if one stakeholder is not 

realizing the benefits of the relationship, the 

relationship does not have a promising future.  

Yet, if all are realizing benefits to their 

satisfaction, I predict that the relationship and 

associated benefits with flourish and grow and 

this is what makes it sustainable and able to 

deliver the desired real and durable local value 

creation.   

2. Globally competitive – similarly, if countries are 

looking for real value creation that outlives the 

non-renewable resources which I believe is the 

ultimate goal of most countries, those countries 

are taking steps to ensure they are competitive 

in other industries and outside their borders. 



 

 

3. Long-term focused – as we are well aware, 

development that is sustainable takes time and 

effort.  Careful consideration of the gaps and 

tailor-made solutions to address those gaps are 

necessary in order to ensure a solid base.   

Short-term efforts, however, tend to be less well 

thought out, and usually lack broad stakeholder 

alignment.  As a consequence, they usually do 

not promote the durable results desired. 

 

 

C. What are the underlying policy objectives and trade-

offs to be considered?  

 

First, recognition that trade-offs exist is important.  While 

it is changing rapidly, it was not uncommon to hear 

groups make assertions respecting local content 

mandates as if there were no trade-offs.  The Peterson 

Institute has recently done some work that has tried to 

quantify the trade-offs.   In 2010, local content 

requirements had a similar effect to adding 10 per cent 

tariff ad valorem, according to the Peterson Institute.  I 

fully realize that a 10% tax impact may be perfectly fine 



 

 

to some.  What is most important, however, is 

understanding there is an impact and the relative impact 

of the various options.  As such, governments may want 

to consider policy objectives in this area in the context of 

whether it is a net increase or decrease in overall 

revenues to the country as a result of development of 

their resource.   The scoping paper suggests that policy 

objectives in this area do not always result in net 

increase in revenue.  And while revenue is not the only 

objective of governments, it is one to obviously seriously 

consider. 

I would also propose that in addition to considering the 

trade-offs, one also considers the effectiveness of each 

program in each context.  To assume that what works in 

Brazil will work in Tanzania, for example, is to ignore 

some very large realities such as size of proven resource.  

Said another way, I believe there to be an enhanced 

understanding that a successful approach in one location 

may not work in another, even when underlying 

differences (such as business culture) are not discernible.  

I would ask that in identification of the policy objectives 

in the ensuing discussions that you consider whether it 



 

 

would be universally appropriate or only appropriate in 

certain circumstances. 

Two policy areas where trade-offs are very apparent in 

local content, are: 

1. Local Supplier Preferencing –  preferencing occurs 

when policy or regulation requires a purchaser to 

advantage the local vendor, regardless of price 

offered by local vendor.  The question is whether 

it is truly effective in developing local capacity.  If 

it is not effective, one will want to carefully 

consider the potential that such schemes increase 

project costs, decrease reliability and increase 

operational risks, which ultimately can reduce 

overall royalty and tax revenue to the country.  

Additionally, it may stunt the growth of local 

companies and the development of a healthy 

economy.  One approach that may provide 

equilibrium in this area is the use of a sun set 

clause.  An alternative approach can be to leave it 

to investors to manage if one believes they have a 

vested interest in creating long term local 

capacity. 



 

 

 

2. Targets Exceeding Local Capacity - mandated 

targets for local content in workforce, contract 

service or commodities can be perceived as 

visionary and serve to ensure stakeholders 

“stretch” themselves to achieve results.  It is the 

“built it and they will come” philosophy.  However, 

those on the other side of the debate would assert 

that if targets are not achievable, focus will shift 

from development of a healthy economy to simple 

compliance which may lead to sub-optimal results 

for the country.  Unachievable targets may also 

have the potential to create false economies that 

in the end are ineffective in developing 

sustainable capacity and restrict the ability of the 

project to take advantage of continuing changes in 

the global economy.  

 

 

 

 



 

 

D.Which forms of collaboration would be needed for 

developing a sustainable competitive advantage?  

 

What is interesting is the underlying premise of this 

question is competition advantage.  Every stakeholder is 

working in a competitive environment.  International 

investors compete for shareholder dollars, they compete 

for exploration and development rights, and they 

compete for human resources.    Governments compete 

for investment dollars.  Local companies compete for 

work and local populations compete for jobs.   

 

In a competitive world, some may suggest that it is 

difficult to see the value in collaboration.   And even if 

there is visible value, the distrust between stakeholders 

frequently makes collaboration difficult.   I would like to 

suggest that understanding that there is aligned interest 

will help encourage collaborative approaches.  To get us 

started, I offer three examples of opportunities for 

collaboration: 

 

 



 

 

1. Developing a collective understanding of the 

capabilities of the local workforce and supply 

community.   This will help ensure any targets or 

goals are achievable and any efforts are focused. 

 

2. Ensuring investments in training and capacity 

building are coordinated.  Countries that are 

succeeding in this challenge usually have 

governments playing a coordinating role to ensure 

that efforts, investors, aid agencies, etc. are not so 

diffused as to be ineffective.  Selecting a few key 

areas for enhancement and concentrating all efforts 

in that direction is far more effective than the 

alternative. 

 

3. Agreeing to work in a multi-stakeholder committee 

structure as opposed to enshrining in regulation 

targets and penalties and working from a premise 

that in order for one stakeholder to win, the other 

has to lose.  This type of arrangement take a lot of 

trust, but holds tremendous potential for sustainable 

and durable results.. 

 



 

 

 

E. Which initiatives/tools can be used to measure 

domestic valued added from extractives and better 

understand the degree to which this translates into 

substantial gains for the national economy?  

 

In my university years, I wrote a paper on measurement.  

While the backdrop to my thesis was not local content in 

non-renewable natural resources, I would assert there 

are some constant truths no matter the subject matter of 

the measurement.   

 

1. Informing future decision - any metric should have 

as its purpose the informing of a future decision.  

Otherwise, it is just measurement for the sake of 

measurement. 

 

2. Few in number – resources are limited.  As such, it is 

wise to ensure measures are few in number.  

Otherwise, scarce resources are redirected to 

calculating, collecting, reporting and analyzing rather 

than taking action to ensure those substantial gains 

we all desire.  



 

 

 

 

3. Dynamic – what ones decides to measure today may 

be helpful today but moot tomorrow, and important 

again five years from now.  While there is a natural 

inclination to add measures, one should consider 

removing a measure for every new measure added.   

 

4. Easy to calculate – frequently, it is the group that 

these efforts aim to help that are the most burdened 

by metrics.  Calculation ease is critical to minimizing 

this burden.  It also aids in the accuracy and 

transparency. 

 

F. Would the proposed comparative cost-benefit 

analysis of different approaches and associated 

implications be useful to better understand how local 

content policies can best drive sustainable and 

competitive local development?  

 

While I am interested to hear the discussion on this front, 

I think the simple answer to this question is yes, as 



 

 

knowledge is valuable.  However, one must realize that 

analysis in this area will be imperfect and this 

imperfection needs to be understood by those using the 

information to make decisions.   

 

Additionally, as noted previously, the realities of each 

country are very different.  As such, concluding, for 

example, that preferencing in bids is beneficial in all 

countries and at all times is obviously not wise.   

Suggestion of filters that decision makers may want to 

apply or additional factors they may want to consider 

such as their competitive position, the stage of 

development, the health of their economies, etc. would 

be helpful as you consider this question. 

 

G. Closing 

I hope I have achieved the goal of starting to prompt 

good discussions and once again thank the OECD for this 

opportunity. 

 

 As you commence discussions, I would like to leave you 

with a few closing thoughts:  



 

 

Today, where local content management is providing a 

win-win, governments are focusing on competiveness of 

workforces, suppliers and taxation regimes.   

International investors are seeking efficiency, security of 

supply and cost reductions in their supply chain and 

global competitiveness in safety, quality, business 

conduct and environmental protection.  Countries 

optimizing for success are focusing on workforce and 

supplier capacity development years in advance and at a 

realistic and sustainable pace.   

My primary message today to kick off this dialogue 

session is that in a fast-paced and highly competitive 

global economy, stakeholders, ALL STAKEHOLDERS, that 

understand and embrace the real value of “collaborative 

assessment” and the promise of win/win approaches will 

reap the rewards.   Not only will immediate and direct 

value increase, but long term benefits such as economic 

growth, efficiency and good business practices will 

emerge and those outcomes, given their lasting impact, 

will far outlast today’s extractive industry projects. 

Merci. 


