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Executive Summary

Localization is no longer optional in 40+ countries where National Oil Companies (NOCs) and their joint venture
partners operate. Mandatory In-Country Value (ICV) requirements, workforce nationalization targets, and
supplier development mandates are enforced through license conditions, project financing terms, and host
government relations. Yet 72% of IOC-NOC joint ventures miss their localization targets within three years of
project start, not because the requirements are unclear, but because the governance, capability transfer, and
supply chain infrastructure are absent.

This paper addresses three core challenges that separate credible localization programs from compliance
theater: (1) the regulatory architecture of ICV frameworks and what operators must actually measure and
report, (2) the six structural failure modes that cause localization programs to derail, and (3) the three-stage,
36-month operating model that has delivered measurable local workforce and supplier capacity in Saudi Arabia,
UAE, Brazil, and Kazakhstan.

The Localization Imperative

Localization is no longer a compliance exercise or a public relations gesture. It is a structural requirement for
license to operate in the world's largest oil and gas jurisdictions. NOCs have shifted from aspirational targets to
enforced requirements: Saudi Aramco's Saudi Vision 2030, ADNOC's target of 86% local workforce by 2030,
Nigeria's NNPC guidelines, and Kazakhstan's state programs all carry financial penalties and contract
consequences for non-compliance.

For International Oil Companies (IOCs), localization is now a project approval gate. World Bank-financed
projects require documented local content plans. Multilateral development banks (MDBs) embed ICV targets in
financing covenants. Insurance and debt providers increasingly require verified localization audits. The
difference between a competitive project economics profile and a non-bankable one is often a credible
localization program.
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In-Country Value: The Regulatory Architecture
In-Country Value frameworks vary by jurisdiction but share common measurement categories. Understanding
what regulators actually measure — and how they audit compliance — is the foundation of any credible
program.

ICV Category Definition & Scope Audit Method

Local Workforce Salary and benefits paid to nationals; Third-party verification of payroll; headcount by
Costs typically 60—-80% of total role category; skills assessment audits
compensation budget

Local Supplier Goods and services procured from Supplier registration verification; beneficial
Spend local or regional suppliers; percentage ownership checks; audit trails for all major

of total procurement budget contracts
Technology & Documented transfer of technical OJT logs, training completion certificates,
Knowledge skills, training, and operational qualification records, simulator and classroom
Transfer capability to nationals hours
In-Country Percentage of capital project costs Project cost breakdowns, contract audits,
Content in Capex spent on local engineering, engineering labor cost documentation

procurement, and construction

Research & R&D; spending directed at local Grant and funding documentation, partnership
Development universities, technical institutes, or agreements, publication records
Investment in-country innovation centers
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The Six Failure Modes of Localization Programs

Most localization programs fail not because the requirements are unclear, but because the operational

infrastructure is absent. These six failure modes account for nearly all program derailments.

Failure Mode

Targets Without
Baselines

Governance
Fragmentation

Supplier Readiness
Ignored

Workforce Training
Without Transfer

No Succession
Planning

Compliance
Theater vs.
Capability

Root Cause

Localization targets announced (60%
local workforce, 70% supplier spend)
with no baseline measurement or clear
starting point

Localization owned by HR; supplier
development owned by procurement;
training owned by ops — no single
accountability structure

Targets to procure from local suppliers
without capability assessment —
resulting in contract defaults and quality
failures

Training delivered but knowledge does
not transfer; nationals complete hours
but cannot execute unsupervised

Local workforce advances to technician
roles but technical and supervisory roles
remain expatriate-dominated

Localization metrics hit on paper
(headcount, spend) but actual capability
lags; project risk increases

© 2026 The Barnwell Advisory Group | Confidential

Structural Fix

Commission a third-party baseline audit of
current state — headcount by nationality,
supplier spend by origin — before any public
target

Establish a single Localization Steering
Committee with business unit heads, HR,
procurement, and external accountability to
country manager

Build a supplier readiness assessment
framework before procurement targets; tier
suppliers by capability; create development
programs for Tier 2 and 3

Implement structured on-the-job training with
competency assessments; pair nationals with
expatriate mentors; measure capability, not just
training hours

Build explicit succession plans for all roles;
identify high-potential nationals by year 2;
create fast-track development programs

Embed competency assessments into ICV
measurement; audit capability, not just hours
and headcount; tie executive compensation to
capability targets
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Workforce Nationalization: The Talent Pipeline Challenge

Workforce nationalization is not an HR function — it is a project risk. When technical and supervisory roles

remain expatriate-dominated, project knowledge leaves with contract renewals, cost structures remain

uncompetitive, and host government license-to-operate risk increases.

The architecture for successful nationalization is simple: identify the roles that must be localized, assess the

skill gaps, build structured capability transfer for each gap, track competency (not just hours), and create

succession plans with clear advancement timelines. This requires board-level sponsorship and measurable

annual targets tied to cost of capital and project risk metrics.

The Competency Transfer Matrix

Workforce localization succeeds when capability transfer is explicit and measurable. This matrix maps current

state to target state for key role categories.

Role Category

Reservoir
Engineering

Operations &
Supervision

Maintenance &
Technicians

Project
Management

Procurement &
Contracts

Current State

10% nationals, primarily
junior; senior engineer
expatriates

20% nationals in
supervisory roles; all
control room leads
expatriate

40% nationals; technical
depth concentrated with
expatriate specialists

5% nationals in project
leadership

30% nationals; complex
contract negotiation
handled by expatriates
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Target State (Year 3)

50% nationals; 2—3 senior
nationals leading studies
independently

60% nationals in
supervisory roles; 30% of
control room leads national

75% nationals; 80% of
technical decisions made
by nationals without
expatriate review

40% nationals leading
project management offices

70% nationals; contract
negotiation led by nationals
with expatriate review only

Transfer Method

1:1 mentorship, simulation center
access, advanced certification
pathway

Structured OJT program, 6-month
shadowing, certification exams,
fast-track development

Multi-year apprenticeship, simulator
training, technical certification, vendor
partnerships

MBA scholarships, international PMI
certification, mentor assignment,
international rotations

Legal training, contract management
certification, mentor assignment,
negotiation simulation
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Local Supplier Development: Building the Industrial Base
Local supplier spend targets are meaningless without supplier capability. The most common failure is awarding
contracts to local suppliers who cannot deliver on scope, schedule, or quality — resulting in cost overruns,
project delays, and quality failures that discredit the localization program.

Credible supplier development requires three steps: (1) assess the current capability of local suppliers across
tiers, (2) identify capability gaps and create development programs for Tier 2 and Tier 3 suppliers, and (3)

implement tiered procurement that matches contract complexity to supplier maturity.

Supplier Readiness Assessment Framework

Suppliers are not monolithic. This framework maps supplier tiers to capability and procurement strategy.

Capability Tier

Tier 1
(World-Class)

Tier 2 (Emerging)

Tier 3
(Foundation)

Tier 4 —
Community

Characteristics

Established multinationals;
ISO-certified; proven track record
on complex projects; can execute
independently

Local mid-cap firms; some
certifications; completed simpler
projects; need technical support on
major contracts

Small local enterprises; limited
certifications; no previous
experience on major projects;
significant capability gaps

Micro-enterprises;
community-based suppliers; no
track record; essential for local
employment and economic benefits
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BAG Development Path

Direct procurement; minimal support required; focus
on cost competitiveness and local employment

Capacity building programs; joint venture
partnerships with Tier 1; technical mentorship;
accelerated certification pathways

Dedicated supplier development program; start with
non-critical, lower-complexity contracts; long-term
partnership to build capability

Community engagement programs; indirect
procurement (through Tier 1 or 2 contractors); skills
training; feasibility assessments
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Technology Transfer and Knowledge Architecture

Technology transfer is not a checkbox. It is a structured program that moves technical knowledge from

expatriate experts to local nationals through on-the-job training, mentorship, simulation centers, and localized

operations documentation.

Effective programs combine classroom training (foundational), simulator-based training (procedural), on-the-job

training (applied), and mentorship (expert judgment). The critical metric is not hours completed but

demonstrated capability — the ability of nationals to execute technical decisions independently and to teach

others.

The ICV Measurement Framework

ICV measurement varies by jurisdiction, but all frameworks require quantifiable, auditable metrics.

framework shows the core KPIs that regulators audit.

KPI Definition

Local Percentage of total headcount that

Workforce %
Local Supplier

Spend %

Technology
Transfer Hours

Capability Index

Succession
Pipeline

are nationals; tracked by role level

Percentage of total procurement
spend (capex + opex) directed to
local or regional suppliers

Documented on-the-job training
hours per national; classroom,
simulator, and mentorship

Proportion of nationals performing
technical roles independently vs.
with supervision

Documented succession plans for
all critical roles; number of identified
high-potential nationals
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This

Regulatory Target

60-80% total workforce; 30-50% technical roles;
20-30% supervisory roles by 2030

50-70% of procurement spend; measured quarterly;

subject to audit

40-80 hours per national per year; measured and
verified; linked to competency assessments

60%+ of technical roles performed by nationals without
routine expatriate oversight by 2030

100% of critical roles with identified successor; 2+
successors per role by 2029
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Four Blueprints: Localization Programs That Delivered

Saudi Aramco, ADNOC, Petrobras, and KazMunayGas have each demonstrated a distinct but replicable
approach to building sustainable local workforce and supplier capacity. The pattern across all four is identical:
set a quantifiable baseline, measure capability (not just hours), build supplier tiers from Tier 1 downward, and
embed localization into capital allocation and executive accountability.

Saudi Aramco

76% Saudi nationals in workforce; 24,000 additional Saudis targeted by
2030 — the world's largest nationalization program

State Mandate Drives Supply Chain Capability

Saudi Aramco's approach demonstrates the power of board-level
commitment backed by state policy. By making local workforce
targets tied to executive compensation and capital allocation, Aramco
created behavioral change across the organization. The critical
lesson: localization succeeds when it is not a sustainability goal but a
business imperative.

"Saudi Vision 2030 works because the CEO owns it and finance

measures it. Sustainability teams cannot drive this."

Petrobras

85% Brazilian content in upstream projects — the result of pre-sal content
requirements and a 30-year supplier development investment

Long-Term Supplier Development Ecosystem

Petrobras demonstrates that sustainable localization requires
multi-decade commitment. By investing in supplier development
through the Brazilian Petroleum Institute and by requiring content
plans in project financing, Petrobras built a competitive local supply
base. The critical insight: localization is not a project; it is a strategic
program with 30-year payoff.

"Brazilian content works because we committed for 30 years, not 3.

That commitment changed how suppliers invest."
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ADNOC

86% target percentage of UAE national workforce by 2030 — paired with
Emiratization requirements across supply chain

Supply Chain Emiratization at Scale

ADNOC's approach uniquely addresses supply chain localization. By
requiring joint venture partners to meet ICV targets and by investing
in supplier development programs through the Abu Dhabi Supply
Chain Forum, ADNOC built not just a national workforce but a local
supplier ecosystem. The lesson: supply chain Emiratization requires
as much investment as workforce localization.

"If your local suppliers cannot compete, localization is a cost center,

not a competitive advantage."

KazMunayGas

70% target local workforce; 80%+ local content in major projects — backed
by Subsoil Use Contracts and state oversight

ICV as License-to-Operate Requirement

Kazakhstan's approach makes localization a non-negotiable
license-to-operate requirement. By embedding ICV targets in Subsoil
Use Contracts and requiring quarterly audit reporting, Kazakhstan
created a baseline that no operator can dismiss. The lesson:
regulatory enforcement creates compliance faster than corporate
goals.

"Localization compliance is not optional when it is in the contract.

That changes procurement overnight."
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Three Stages, 36 Months: The Localization Operating Model

Sequencing separates successful localization programs from perpetual pilots. Organizations that succeed

move in the right order: establish governance and baseline in Stage 1, deploy supplier development and

workforce transfer in Stage 2, and scale capability and embed in systems in Stage 3.

Assess & Design

Build & Deploy

Scale & Sustain

Months 0-12

Commission baseline audit — current state
of local workforce by role, supplier registry,
spend analysis

Establish Localization Steering Committee
with accountability to country manager

Set measurable targets: workforce%,
supplier spend%, capability index,
succession pipeline

Design supplier readiness assessment and
rank all potential suppliers by tier

Months 12-24

Launch supplier development programs for
Tier 2 and Tier 3 suppliers

Implement structured OJT and mentorship
programs; begin capability assessments
Execute first local supplier contracts
(non-critical, lower-complexity) to build
experience

Publish first annual localization audit —
establish credibility with regulators

Months 24-36

Scale capability — advance nationals to
supervisory and technical roles
independently

Expand supplier contracts to complex,
higher-value work; measure supplier
performance

Integrate localization into executive
compensation and capital allocation
decisions

Establish localization data platform —
real-time tracking, audit readiness,
regulatory reporting

"The organizations that succeed at localization are not trying harder — they are moving in the right
sequence and measuring the right things."
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Three Decisions Only the CEO and Country Manager Can Make

Localization succeeds or fails based on three non-delegable executive decisions. HR can design the workforce
program. Procurement can identify suppliers. The business units can execute. But only the CEO and Country
Manager can authorize the change in capital allocation that favors local content, the annual targets that back
the 2030 commitment, and the executive compensation structure that makes localization a board-level
accountability. These decisions cannot be delegated to working groups.

Decision 1: Procurement Standards Change. Must the CEO change procurement standards to require
tiered supplier management and local content preferences in all contracts? Without procurement policy
change, supplier development programs remain optional, not structural.

Decision 2: Localization Is Part of P&L.; Must the Country Manager embed localization cost and
capability metrics into business unit P&L; and executive compensation? When localization is owned by
HR, it is optional; when it is part of P&L;, it is non-negotiable.

Decision 3: Capital Allocation Favors Local Content. Must the CFO build local content cost into all
capex decisions, so projects that hit localization targets are economically favored over projects that avoid
them? Without CFO ownership, localization remains compliance theater.
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Executive Action Checklist

This checklist separates credible localization programs from compliance theater. Use this in board

conversations.

Six Questions Every CEO and Country Manager Must Answer

Baseline Audit Complete
Has a third-party baseline audit been completed documenting current state of local workforce by role, local supplier spend, and
supplier capability?

Governance Structure Established
Is there a single Localization Steering Committee with business unit heads, HR, procurement, and accountability to the Country
Manager?

Supplier Readiness Mapped
Have all material suppliers been assessed and tiered (Tier 1-4)? Is there a documented supplier development program for Tier 2
and 3 suppliers?

Capability Transfer Program Live
Is there a structured OJT program with 1:1 mentorship, simulator training, and regular competency assessments (not just hours)?

Succession Plans Defined
Are there documented succession plans for all critical roles with identified high-potential nationals and fast-track development
pathways?

Localization in P&L
Is localization performance embedded in business unit P&L, capital allocation decisions, and executive compensation?
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