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This paper lays out the concept of ‘community content’: its
definition, motivations, implementing strategies and a survey
method. We should not be so naive, however, as to expect
changes in local confent and community investment practices o

occur in the absence of the right dedicated
incentives.  Where these incentives might
lie requires analysis along the policy and
transaction ‘chain’, from local content
regulations and policy, through production
sharing model contracts, to procurement
processes by oil and gas operators, and
confracts at different supplier levels. This
type of ‘transaction chain analysis’ is
described in an associated paper.®
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energise more creative community confent practices include:

company policy (and if necessary staff appraisal criteria) that
encourages the external affairs departments and community
liaison units of oil and gas operators to meet with and jointly plan
community content programmes with a company’s confracts and

procuremem managers;

fransitional funds provided by the company fo ameliorate the
reputation risk to the business of adapting current community
investment programmes fo the fask of enhanced local content

capture and capability development;

new tendering procedures and performance payment mechanisms
between operators and their lead services contractors, designed
fo incentivise these confractors to take on some of the responsibility
for managing community confent strategies (see examples in an

associated paper from ODI);*

community content programmes that
are aligned with national and local
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Ultimately, community content

economic development priorities | is about realising a competitive

made eligible by the state for
cost recovery against capital and
operational expenditure; and gas

advantage for an oil and

development company

participation in community content| in the eyes of both the local

programmes by state authorities
and international donors to ensure

population and the country’s

alignment with national and local | guardians of economic

economic priorifies, provide expertise

\pollcy. J

eg. in SME development and
financing) and help carry the cost burden.

Above all, community content is a means fo safisfy two sefs of

inferests.  Public authorities are looking for

ways to position the

falents and resources of their dominant upstream energy industries
as a cafalyst for wider sustainable economic development.  And,
the established multinational oil and gas development companies
need to maintain a visible competitive advantage against the globally
competing national oil companies, and againsteach other. Elevating
their contribution to local content capture and local capability
development, and integrating these new practices with the need to
sustain a ‘social license fo operate’ through community investment
programmes, offers just such competitive differentiation.
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Figure T WTO Agreement on Trade Related Investment Measures (TRIMs) for Local Content in developing countries: in relation to the hydrocarbon exploration and production activities of the five largest oil and gas companies (bp, Chevron, ExxonMobil, Shell and Total)
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Figure 4 | 4
Developing countries in which ExxonMobil has hydrocarbon exploration and production activities

Figure 2
Developing countries in which bp has hydrocarbon exploration and production activities

Figure 6
Developing countries in which Total has hydrocarbon exploration and production activities

Figure 3
Developing countries in which Chevron has hydrocarbon exploration and production activities
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Figure 5
Developing countries in which Shell has hydrocarbon exploration and production activities
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Source:  BP Financial and Operating Information 2002-2006
Chevron Worldwide Operations www.chevron.com/operations/CountryOps.aspx (12 June 2007)
ExxonMobil 2006 Financial & Operating Review
Royal Dutch Shell ple Annual Review and Summary Financial Statements 2006
Total in 2006




