CHAPTER I: INTRODUCTION

1.0 Introduction

Human resource management refers to a strate
working in the organization collectively contributing to ac e\wgf g&)gls. The
. . 1 Y
importance of human resource management ha edsed bdca amggément can

4
achieve the organisational objectives only with WFOpemroQ he @gl.e working in

Se ﬁ] man [resources,

AN
r@ity of the management.

roth for the people

o

maintaining a motivated WorkforEES )e g&?s
e

However, it is argued that mis

'} Q-
cau theﬁ&( that organizations generally
\
give little thought to the 'tica%ature o’ staffin (@%)ns and make little or no attempt
ices ach I'sé Wf?é)&iilorkowski, 2002). When it comes to
‘!h; r?

to validate staffing prat&
the oil and gas secto(‘*ibya of H practices is very little (Abozed, Melaine,

& Saci, 2009). %\ l '?."\(;‘)
N D
The oil a ector’plﬂ}gfdo

nq'nant role in the Libyan economy. Since 1958, the

B

sector% dergone a seriedvof developments. Libya first gave permission to

ipt al companies to extract oil in 1955 and in 1961 Libyan oil was exported and
@internationally (Bindra, 2008; Roudi Fahimi & Kent, 2007).



Libya gained its first international oil revenue during this year. By the 1970s, it had

remarkable growth in terms of oil extraction and production. Libya becﬁ\msixth

largest country for oil production and since 1968 the sector and su@compames

have been managed by the National Oil Corporation (NOC) (Aboz I., 2009). NOC
\Y

has handled the production and selling of oil in the global mw from 1968 till

present. According to Outlook (2013), Libya has been an acwe C(iuntry for European
elr hi

countries in terms of oil import and investments due

ligg@Crude oil with
(3
low cost and its close location to other countries. Ho , Bindffa (2 8' rlﬁx;ned that
during the 1992 to 1999 period, sanctions Ie%& g@oduction. In
addition, Abozed et al., (2009); Roudi FW nd 007 ated that, “The
government of Libya has made attem 0 Wlake the

investors since the UN sanctions %Iifted \’SMQ &
6 e,
Morocco, Egypt, Tunisia, and a, tw é‘c&@y has grown along with its

/5

Along with countries like

population and have succes?l, grow gn@ral capacities and established
|y

L)

industrialisation. Even tROUQY Libyge t,-vgg active in other resources except

N @)
petrochemical, has @t enelgy aywell tural gas that contribute heavily to its
N
real GDP. \ o | (,)(J
9 fo
Y
In agQigiol¥ therd y iSY' s in relation to optimal productivity by employees

foIIowe&m standardised enrq@’nt and staffing policies by the HRM within the olil

sector. ractices like selection of staff, hiring employees along with their motivation,

@alised decisions, job security, pay for performance, and the internal career ladders

for employees have a great impact on organisational objectives. HRM practices in the oil



and gas sector especially in an emerging and developing country like Libya are of
primary importance due to the huge reliance of its economy accounting fN 90% of

the country’s GDP. Thus, it is obvious that the pros and cons of Libyan &er in relation
to labour productivity must be investigated with special focus RM practices.
According to Huselid (1995), “There is a rising agreement am e researchers that

organisational human resource policies can impro [&Qour . productivity and

organisational objectives like productivity and sale”. \d
(3
In order to achieve organisational object@re haye be 'n@npirical
jedflik

investigations that focused on individual HRV\% ces.\ft P\F’Uselid (1995)

support the importance of HRM practi 0 |ncv‘:a3| tot m productivity.

Furthermore, Conti (2005) mentionedmar‘ aining h n i@‘]%diate effect on the
labour productivity”, whereas accq %o Dela\Md !ﬁeﬁ'ld (1996), “information

oWe\@&BIoom and Reenen (2011);

sharing has positive influence oducti

Delaney and Huselid (1996); nd Taw 13) @cluded that HR practices have a
(
positive influence on o%t' \ cMgs »aCcross countries. Even though many

studies discussed th@e be'\Nee RM@cticeS and labour productivity, revenue

. e —

and performanctaw stpdigs r'glcragaﬂl of the relationship Ruél and Bondarouk

(2014); Thare%iaks, l}l 0 @‘ﬁ; Woodrow and Guest (2014) citing concerns
4

of

over the w employ: dn\m’Yﬁine the relationship between HRM practices and
.,: S )
Iablﬁuctivity. Thus it is a}ﬁallenging issue to compare the findings across studies

)
S
o

7

QD

e acceptable HRM practices for enhancing employee labour productivity and

isation outcomes.



Human resource management are not solely to blame for the reduction in oil
production. There are many other reasons and issues for low extraction incl@itical
instability, low country reputation, market demand and supply‘@-economic
consequences, technological and social issues, along with investm?ﬁpportunities. At
this stage, it is not possible for the research to focus on all the M and issues related
to oil production and extraction. As a sole dominant expofiag oduit and major source

of export revenue for the Libyan economy, the investi of isguésyn practices and

(3
their impact on labour productivity through the m% effectfof so ia' sl{@ ecomes
crucial. The gap in studies on the relation of Hﬂ% esQ i skllg(t.o low labour

. . . ;. o
productivity forms the main concern of this W é
N W o
~,
1.1 Background of the Study A

J )
'} Q-
Libya has the largest proven o erye ca @ Is one of the top influential
countries of the Orga sat'oz of tl o) E@lg Countries OPEC,0 (2011)

vera | production of Libya is volatile and

Y

B)CJﬁie Libyan economy is highly dependent on

H.JS. Department of State concluded that Libya’s

oil export e%;ut o8 tot%_%(port earnings, 75% of government earnings, and
25% of&P before the poIiti@nrest took place in 2011 (Outlook, 2013).

Ing to the recent survey published by Middle East Economic Digest reflects the

significant qualitative differences in administrative quality, independence, and



profitability that distinguish these companies. While Algeria’s Sonatrach is considered as
relatively well-managed with a high score on commercial performanw human
resources and medium scores on technology, Egypt and Libya have NQCsdhat display

only a mid-range profile. Sudan was not included in the survey, b Il the points, it

would have scored quite low. \’

Table.1.1

Performance indicators of national oil compani

Indicators ' i
Commercial Performance z
Production V W 4\ 5 6
Reserves Replacement % 4 k 4 5
Downstream investment \ 4 O 2 4
Partnership % \T 5‘\& 6 7
Technology e o @ 2 4
Overseas Investment 4 Ql 6 0
Independence \ Aj N 7 6 5
Environment Yv , é\ 7 4 4
Human Resources | 0 8 5 4
Total % < J‘AQ 63 46 45

Souree: FattOLlh a2 rbo‘u\éd(ZOlO)

N

N, l (_)(J

Given the diff; in c pﬁ)i\(ﬁijzs, the view that there will be less reliance on

NCCY1
foreign oiI&es & ;e eaSWy generalized in the North African context. For
AN o4
heavy

ents such as Sude&)and Egypt to a lesser extent, the financial capital,

@ t skills and technology brought in by foreign oil companies are vital for their

m
@m sectors. In Sudan and Egypt, the need for foreign oil companies’ financial

resources is felt particularly in the areas of exploration and development. The funds



allocated for exploration and development in these countries are too slim for the amounts

required and the risks involved. The NOCs in Egypt and Sudan ck the

2

technological capability to deal with mature fields. Interestingly, sonfg of #hese North

’?.r

African producers have benefited from the changing strategies of i dents that seek

A

to grow via acquisitions abroad. For the oil-rich NOCs of Lib Algeria, the main

task since nationalization has been to manage excess suppat™r than growing capacity.
In fact, these NOCs have little experience in dealing arge-scate capdCity expansion

pI'OJECtS Further- more, as reservoirs age, maintainin ut capacity)is \K:penswe

{

and more difficult. The maturity of producing ill ind na and Libyan

4\‘"
sed@%ile surprisingly the

@dered as organisational

NOC to develop a two-track exploration and dyftio

The proven oil reserve of thN has in
production of all kinds of petrole %ductmchms
(|}

output) decreased in Libya in 2 ompawl“ ok, 2013). Notwithstanding,
the percentage reduction in um fpro arkable as compared to other
African countries, particu Ith nge%_};%%se competitor of Libya in terms of
petroleum products@k, @lmlla Iy}the average production of crude oil of

Libya is also degredSgg ip th ers In 1970, the capacity of Libya was
33,180,000 b ubseclen e uction of crude oil has decreased to 18,316,000
el

barrels he annuarsta tlle'eport of OPEC (2011) shows that the production of

/

(¢o]

crud M4,895 000 barrels p(?day which is only 14% compared to the 1970 average
%e oil production. The capacity of the country is around 16 million barrels per
Although the hydrocarbon sector contributes 95% to total exports, labour

productivity in the oil sector has been heavily affected due to lack of accurate Human



Resource (HR) practices for the extraction of crude oil and its management (Bindra,

2008). \Y'

Before Gadhafi’s exclusion, Libya’s oil industry was run by Natior@orporation
(NOC). The NOC was liable for applying the Exploration an ction Sharing
Agreements (EPSA) with international oil companies (IOCs),$: its own field
development and other activities. Subsequent to Gadhafi} m ihe organisation of

Libya’s oil sector has become unstable. The respectt uthori 'ew NOC are no

il. Thisfinclu s’th—@gzionship

CO; & bKIa’YEe of power

, etﬁeu cons@r‘g the drive for
greater autonomy in the oil-rich region cadica. 6

The following consecutive 2.3 a\mgs @najor oil producing, oil
[} )

refineries, and oil storage places, ya " AQ%'
X |3 $

longer clearly defined by the newly formed ministry

between NOC and its subsidiaries, particular

between the federal government and regionagct



Figure 1.1

Major oil producing areas in Libya \z
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1.2 shows the proven reserves of oil in Africa.


http://www.economist.com/node/18713650

African oil reserves and the dominance of Libya
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Figure 1.3 reveals th a has gh res s of oil in Africa followed by Nigeria,

Algeria, Angola, ssufoysky, 2011)

é:} ’ “:'0s

&
It w pers(t@ﬂ?

isc
oil pr country in Afride c"and one of the top influential countries of the

Or%on of the Oil Exporting Countries (Annual statistical bulletin, 2012).

nately, in spite of these facts the average oil production of Libya is persistently

15
10

Lh

o

Sudan Egypt

UFCG ?

d in the previous sections that Libya is the largest
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decreasing representing administrative and political issues. The following table shows the

historical oil extraction of Libya.

Table1 .2

Daily crude oil production (Average, 1000b)

Countries 1960 1970 2011
Algeria 1811  1.029.1 1, sw 796.0  1,161.6
@

Angola 1.1 83.9 0 £ | Z%Xi 1,618.0

Ecuador 7.5 4.1 41 %92.2 500.3

IR Iran 1,067.70  3.829.0 1,467 35.; Y\"3,661.3 3,576.0

Iraq 972.2 1.@' 2, 2,112 2,810.00 2,652.6

Kuwait 1,691.80 2,&9& 1663; 6 1991 26587

LIBYA NA %.o >\9 6 @89.1 13472 4895

Nigeria 17.%,08 & pess c"1,726.7 2,053.6  1,974.8

Qatar h : 47@4 405.6 648.2 7335

Saudi Arabia % 0 J799 ( @).5 6,412.5 80945 9,311.0
- '

Jnited Arab N \" 706 (M7019 17626 21747 25466

Emirates \ | =

Venezuela &2,84\. 3708 21650 21352 28910 2,809

\ -
OPEC 21,4816 27,6008 30,1216

1,2?3.% ;Ez{,@.’s 25,279.9

PEC’ ox

AVAS
KN

Yv

1) sphual Statistical Bulletin 2010/2011

> 4 . :
.2 reports the ava@ production of crude oil of OPEC members. In 1970,

the%y of the country was 33,180,000 barrels. Subsequently, the production of crude

oil

dramatically decreased to 18,316,000 barrels in 1980. The annual statistical report
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(2011) of OPEC shows that the production of crude oil is 4,895,000 barrels which is only

14% as compared to 1970 average daily crude oil production. \z

The persistent decrease is oil production is a big question méh fa the Libya
(Shuping et al., 2010). Perhaps Libya is the only member counterQPEC where the

production of crude oil shows persistent decreasing trend (Annu thc bulletin, 2011).

'pq tical, social, technical,
Itical nWally deficient

endogenous labour force in the oil and gas sector@leadm res n’;lE)_\ ctors for

decreasing the Libyan crude oil production. L 4 \’Y'
\/ D
1.2 Problem Statement \% O<<
N s
Human resource practices are major rs mﬁlng@productlvny of employees

and the performance of the comp ) ies ;hgfé referred to the importance of
[ C

This situation can be explained in number of phenom

economic and global. Notwithstanding the other factors,

HR practices and their r% provifig ’s performance and productivity
(Barney, 1991, Wright Mc al" Ouséﬁ'fa 2012;Al Damoe, 2014).
Investigation and | r me ur p ct|V|ty within the oil sector is imperative
for the Liby: wytl r se’théaal oil production and hence annual revenue
%petfoﬁ)f)rod@ The oil and gas sector contribute to the total

export e&s to the Libyan ea@}'ny by 71% in 2007 and 97% in 2009 (Mobbs, Taib,

Wa\?g 2012; Ali, 2011; Salem, 2013). A major source of revenue for the Libyan

@wy makes the analysis of labour productivity within the oil sector indispensable to

identify problems for smooth economic activities and accelerating the growth of the
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sector (Hamed, 2009). Analysing the efficiencies in HR practices and their impact on
labour productivity is a central question that will assist in identifying the N causing
low labour productivity in oil companies in Libya. This investiga hn help in
designing optimal policy agenda to stabilise production and sug ys for further
improvement the production of oil through improving H rgctices and labour

productivity. i l

Several studies have been conducted on th ions ip\Wn HRM and

L ]
The rasults f')relgs'studies
RN

ondafo 14®z~irenou etal.,

dies?gn d the@'sgf the mediating

effects of social skills, which clearly ra the abs of@ causal relationship

between the previous mentioned v I% Addi\M, @ studies have found that

0 )
HRM can affect the social skj ggar an Har@ (2009); Thongsennheuang

AN

(2012) and that social skills anLfnce r@ductj (Ashkanasy, & Hartel, 2002).

productivity (Barney, 1991; Wright & McMahan, 19
indicated that HRM influences productivity (Rug

2007; Woodrow & Guest, 2014). However,

—

[ Q
More recently, it has bec%vio% gffg&tl eness of HRM as far as production
is concerned heavily'KpNs on'socia skills %e acquisition of social skills such as the

NS
collaboration an N)p eng o 'ghl pévlorks has been referred to as a ‘toolbox” of
interventions . This shpu
4
understandi t plain t V\f;rk@'environment and to formulate plans of action
>
ap$t0 counter the myriad of limitations affecting labour productivity. However,

s myolves a clear understanding of how experiences are communicated by people and
él

edge of how it effects behaviour and life situations, especially in work

wart of a sound theoretical and research based

environments.
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To a reasonable extent, understanding social skills will always be incomplete without
collaboration and networking because in the realm of human expem life is
unpredictable and some uncertainty is inevitable (Tsang, 2003)@ing HRM
practices and administrative skills based on the context of the Ym research with
respect to previous evidence available is a difficult task (McGuWeser, and Pascaris,

2005). Nonetheless, studies have suggested use of s

kiIIsl as mediating the

relationship between HRM practices and administra e et al., 2007,

(3
Baron & Kenny’s 1986). Therefore, this stud;@es thaj soc I’sl:j\ ‘zr-nediates

between HR practices and labour productivity. Y. L 4 X

Increase in total expenditures O‘Na( cost inely |enf up to one third of

the increase in opex and capex co t(pa categor

&

forward to explain these trends, 0S rcﬁ?ys"to @ﬁat higher output prices have
suppressed productivity grox?&rouiﬂ t ffe(;@;%increased exploitation of low-
productivity marginal de%and bwﬁjdgcl'@g% based on profitability rather than
productivity. Despit@)id dlsclh\ pr(@(ivity in oil and gas extraction, it is not

N

necessarily true t Mya age s‘gloft,)(-/
) 7 &

Anal{s) agg pduc}ﬁy growth has shown that a substantial fraction of

the cha&n industry produ@\yl'ty is due to reallocation of output from lower

produc plants to those with higher productivity - i.e. it is not simply incumbent
pl ecoming more productive. This reallocation effect is partly due to the shift in

market share between incumbents and partly due to the effects of exit and entry.
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Bartelsman, Haltiwanger and Scarpetta (2008) show that the speed of reallocation is
much stronger in some countries (like the US) than others. There is a& nificant
sectoral variation. For example, Foster, Krizan and Haltiwanger, OGDshow that

reallocation between stores accounts for almost all aggregate prod

US retail sector. V

growth in the

HRM practice research has traditionally had an indi -Iev{?s; in contrast,

SHRM research is typically conducted at the busigess-ut orforg tionak-level of
S

analysis. Reflecting this orientation, recent HR re has fc‘)'c edgn hlg?héperformance

work systems, a term used to denote a systerm

employees’ skills, commitment, and prod ns

source of sustainable competitive ad hga ‘an
% N
between greater use of these typ@ct'@es an “a r@'oductivity (Guthrie, 2001;
RN
X~ S
e
Investigating the réasorg for f\ aeh{i\//e organisational goals and to explain

the low oil producti@byan'oil c@npani ith respect to human resource practices

A o o
through the mec@?ﬁ&eff ctgof C'Jil will help pinpoint the factors adversely

affecting Iameducti]ity. This ﬁf be due to a mismatch between employee
% ’ P 4
qualificatifg, om

erience, pe@ﬁ, and their corresponding job requirements. To

@)

enha bour productivity in Libya requires a careful integration of social skills as well

M S d;siq}éd to enhance
tha(e ployees become a

stydies have revealed links

o

Datta & Guthrie, 2005). \

egic implementation of the key HRM practices especially staffing, on-the-job
, decentralised decisions, and employee motivation that contribute towards

enhancing labour productivity.
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1.3 Research Questions \z

Based upon the problems identified, the study raises some research que S requiring a
solution. Some important questions are:

1. What is the relationship between HRM practices an@'productivity?
% ial dkills?
an

2. What is the relationship between HRM pract
3. What is the relationship between social skil ouf pro vity?v-

2
4. Does social skills mediate the relations tweer}H cés and labour

productivity? VY' N 43.

—a_ /=
K\

~,
&
6 =

The general objective of the st S 10 T? fab&@broductlwty with respect to
HRM practices, demographicvuuer' tics, soctalvskills of employees working in

(
the oil and gas industry in%. ThMjggyovés of the study are:

@

1.To examin@tionﬂ'hip weenQ-&’?M practices and labour productivity.

2.To mve@?he elgtio }d b@&eén HRM practices and social skills.
' J

elailo hﬁfween social skills and labour productivity.

4. S%stigate t mgji%m role of social skills for the relationship between

1.4 Research Objectives c\ :\ O

e
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1.5 A Brief Explanation on Libyan Oil Companies

Since 1999, Libya has been transformed by aligning itself according to @irements
and expectations of the industrial nations of the world and has, thereforeXn this process
of transformation, already become one of the competitive nations ian.etroleum sector.
Libya's oil industry is run by the state-owned National Oil ation (NOC), along

with subsidiary companies, which, all taken together, acgotm f r'around half of the

country's oil output. NOC was established on 12t Nové¥hbey§ 1970 tnderg=aw No:

N\
! I\’Oe&garries out
Ry

' c$-mes. NOC also
y er kind of petroleum
AN

A

ucerg're the Arabian Gulf Oil

24/1970, to assume the responsibility of the of tor operdtio
exploration and production operations through iRown

participates with other companies under swntr :l 0
investment agreements (National Oil %o:ﬂﬂ%
T

Of NOC’s subsidiaries, the estgo1
u

mainly from the Sarir, Ngfooral sla felfls OCQ’s production was estimated
4 $ .
by NOC at around 4&&0 bl IM2 3.%@ was created in 1986 to take over

operations from O (&Co ointc\:%ture of NOC 59.16 percent, Conoco 16.33

¢
percent, Marat %33 regnts arﬁ ,trjr?rada Hess 8.16 percent. WOC is among the
Y
ie¥th

Libyan cor% at & }ecte@ the US embargo. This is due to the fact that its

oilfield quipped mainly w.@}’old US equipment, for which WOC cannot acquire

need@e parts. As a result, production at WOC has fallen sharply, from about 1

@ bbl/d at its peak in the late 1980s to around 300,000 bbl/d in 2002 (Farhad et al.
2000).

>
Company (AGOCO) and Waha C).S%‘éco oil production is coming
nd MrI
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AGOCO was the first oil company that is completely owned by NOC after the

nationalization decisions. It is one of the biggest oil companies in Libya N& stands

as one of the largest oil companies in North Africa. AGOCO was establi ed) 1971, asa
result of nationalization of the British Petroleum Company (B es under law

(115/71). AGOCO operates five major oil fields i.e., Sarir, affora, Beda and

Hammada. The company also operates an oil terminal and ery | Tobruk and Sarir.

SOC operates the Raguba field in the central part |n C is also in

Charge of two other gas fields (Attahadi and Assu@s the Mars eI’B £y Yquefled
¥

natural gas (LNG) plant.
The population for this study is Jo‘ern nt o@on companies

working under the national NOC. O<<

i.  Arabian Gulf Oil Company O T &k
S

«Q

ii.  Waha Oil Company (Oasi AQ%'
iii.  Repsol and Akakus Oi t|0 é\
' S

iv.  EniandMellitah O as

V. Wmtershall,&\ '
~
vi.  Sirte Oil My | (,)(J
“ &
Vili. Total ruk e tm$
’
Viii. O ,OMV
dc oEnergi.

ta Ie shows the production output of the Libyan oil companies that contribute for
D

P growth of the country.
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Table.1.3

Production output by Libyan oil companies

Company Production in 2006 .grc;tage
Arabian Gulf Oil Company 436 24.76

Waha Oil Company 34 19.31
Eni 6 16.24
Repsol 14.54
Sirt Oil Company 101 5.74
Wintershell 112 6.36
Veba Oil Operations é\d 551
Zuietina Oil Company I 60 . \Y' 3.41
Other Companies 7 ’ _\('7 4.15
Total {76 100
Y

X .
According to the study performe&%Vto an rbo (2010), Arabian

Gulf Oil Company (AGOCO), Waha Oil C anyw ndi Oil Company (SOC)

are the most integrated industries éfaurw%y n '&output of almost 80% of
o

b

production from these compaN he Ardia@ Gulh®il Company an exploration
\

company in which the shts on’ﬂe Britiyo el{w} mpany (BP) were nationalized in
ring

concession no. 65 coye e r d;:@d Oil Company (SOC) is the most

integrated and one arg erghing s iaries of the National Oil Corporation of

. A\, e, . o
Libya. SOC con% arofind 33¢% Bf t&%’iotal contribution as companies like (Eni and
Repsol) ar%kbsidpr C pani@f SOC. This these three companies (AGOCO,

were selected fi i:a study conducting on HRM practices and labour
S
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a. Waha Oil Company (WOC)

Waha Oil Company is one of the main national companies involved in @action of

oil and gas. The company was amalgamated in 1955, when the Oasis‘&ompany was
incorporated as an operator for three American companies (Mobbs %1). The company
initiated its operation in 1956 and got access to oil and gas vg ibya. The company

Ndrth Bahi oilfield.

Subsequently, the company discovered many new f'élds oil pcro ere*?-regions.

discovered oil and started commercial operations i

The company discovered, Waha and Defa oilfield 960, Giajp a Sa’ma\ oilfields in

s b ¥
1961, Zaggut, Belhedan, Khalifa, Balat, Masrab, ﬁrash Eﬁl\ reg: o%’elds in 1962.
The Waha oil company contains n fi EC coPkjllTps, Marathon, and

Hess in partnership with the Nati h orags (l\_ng The company can
a A
rrels @er d

produce/extract approximately 350@ d@a ; z@‘he company operates four
main fields: \ Aj éQl
(,)Y' , l §
U

NE
3, 5@ l' 4 \(j"
g%’“ i §

political turmoil in early 2011 drastically reduced oil production in Libya. In

@ 1, the new political set up in the country struggled to restore the situation and

reopen the companies to produce oil and gas. Waha-operated fields were among the last
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to restart in late 2011 and early 2012 (Chami, Al-Darwish, and Cevik, 2012; Mahmud and
Russell, 2002). The production was quickly restored and progressed towa& optimal
level. The current production of the company is around 300 thousa %el per day
(bl/d). Projects in the Waha pipeline include North Gialo and NC-98Y

N
a. The Arabian Gulf Oil Company (AGOCO) Y' '
The Arabian Gulf Oil Company (AGOCO) was esta in Behghaz@ The company
produces crude oil and exports natural gas. It wa ubsidjary 'hi.\égev-owned

National Oil Corporation (Mobbs et al., 2@ a% : COQ’&Etion (NOC)
Yv

established AGOCO in 1979 to assist Nel kenTm f th ited States. The

AGOCO is working across seven major 'ela O<<
\T A,

i Sari = A

I arir ;% . @

ii. Messla

iii.  Nafoora
iv. Beda %Y'\“Jléyo

vi: Tobrge N, ) o l(_)o
L2

NV
the 2011 revolutib&’the functions of AGOCO remained a key centre in the

ea%a of Cyrenaica. AGOCO has a capacity of approximately 400 thousand barrels

er dg%/; the largest of any foreign or domestic oil company in Libya. There are still many
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obstacles preventing the company from reaching its full capacity. The major obstacle to
full production includes technical problems related to pumps and power s

The Sarir field, which is a major oilfield of AGOCO, was ex %the Sirte
Basin in 1961. This field is the largest country field (Mahmud an?ﬁell 2002). The
Messla field, discovered in 1971, is also one of the largest fielMe Sirte Basin. The
Nafoora field was discovered in early 1965. The B WHimada fields were
discovered in 1959. Beda and Hamada are dead fie ich eWe use of new

L
GOC® was sp‘mzng;y NOC
, AGD proQ?:~ ion capacity

rgxim \Ooof Ylbyan crude oil
1y 2% of ik

production (Ahlbrandt, 2010; AhlbranM ). In M OlZG‘\‘e production of the

technology to recover the oil. The production capacit
at around 430 thousand barrels per day in 2003.

was around 400 barrels per day, representin

company reached an estimated 350,t nd barr Td éj‘b&e major obstacles to full
0 )
extraction of oil include technic ated ﬂu&g@and power supplies.
, —
(
b. Sirte Oil Company (% : 400'
First known as Ess dard c, Oil Company (SOC) was the first

&
company to dISC co erc qe m@ the Zelten oilfield. In 1981, the Sirte Qil

Company Wa m bm@ In 1986, SOC took over the assets of Grace

Petroleum the |es forced by the US government to leave Libya.
\,

In 19 merged with the’f&azlonal Petrochemical Company, creating the Sirte Oil

for production, manufacturing of oil and gas. The major activities of the

Ony are oil refining and liquefying natural gas and petrochemicals.


http://en.wikipedia.org/wiki/Esso
http://en.wikipedia.org/wiki/Crude_oil
http://en.wikipedia.org/wiki/Zelten_oil_field
http://en.wikipedia.org/wiki/U.S.
http://en.wikipedia.org/w/index.php?title=National_Petrochemical_Company&action=edit&redlink=1
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The SOC operates the Raguba field in the central Sirte Basin. The company is
located in Marsa El Brega. One of the greatest successes after the removal% foreign

partner and the occupation by the national management was the allgana of SOC’s
activity to include offshore discovery. These activities were honouNgeigr 1983 with two
important oil and gas discoveries in regional waters. Thus, the S |0 operate offshore.

In 1991, the National Petrochemical Company e ed@t to form the

Sirte Oil Company for production and manufaclaging of dqil a 'gagc}?ﬁus, the
rucNgi

manufacturing activity began to include refining c l, Iicu;e ctigh of ngsu-\ral gas, and

NV
the manufacturing of petrochemicals such a\Me, noL\ nia, Urea. The SOC

has the following important fields: \co O‘Q
i.  Nasser (Zelten) % >\T &\
ii. Raguba ? o 4 C‘}
iii.  Raguba \ AQ%
iv.  Lehib (DorMaradaYv , i é\
v.  Jebel % I 0’
. . "‘(r)’%
vi.  Wadi \ ' 8 O
vii.  Ralah \& Q S
viii.  Arsh o |
ix. Al abl% l ?" c‘)
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Table 1.4 provides basic information about the selected companies

Description of selected government oil companies

Table 1.4 \Y.
0
b

Company Waha oil company Th&f‘é%?:]ag% irte Oil Company

I

P

Industry Petroleum Petro \detroleum

Products Oil and Gas Oi Gas Pil Gas
RN
Employee 3200 \-‘-6652
N

Status ernment owned
Year of
establishment 1981
Headquarter Brega

The success of s given way to political disarray, an

institutional vacuum n eitr @iferation of non-state and quasi-state

N . .
armed groups OI%N i70$ t %imugaHowever, rather than pursuing political or

ideological o s, theBe ggbups igelEasingly focus on resource predation. Series of
incidents &i 2012“si aII{d hXémergence of new types of violence in Libya and
mark &% eginning of a préz: of conflict characterised by territorial ambitions,
e predation and the eradication of opponents (Lacher, 2014). The companies

ed in this study are the leading government linked organisations under the control

of the National Oil Corporation (NOC). The companies will directly benefit from the
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outcome of this study. The selected companies contributed 80% of the oil market

demand.

1.6 Research Significance

This study is important for many reasons. The following are a

1. This is a well-documented evidence that the e':onomy is highly

20 Ow.et g 2012

\
Outlook, 2013). Investigating reductio in 0|I 0 0’1 _\ﬁﬁough the

hydrocarbon dominated export economy (Ahlbr

§ioriea
investigation of labour productivity is an tan ol vealY~ at factors and
to what extant this important secto s rmg?ro e Ia&@ well-established
HRM practices. O

o
2. As the crude oil product| n4 a s i g the crude oil reserve of

the country is mcrea&w~ ecrea 0 uﬁ@ns would ostensibly be a

\
productivity issue chmjr pr‘duc i y@sw will help understand whether
ty i

labour productivi @\é d. J‘I&MII also help identify the sources of
a

mefﬁmenme@
\
3. This stud de'co Qee ttﬁ‘)ources of labour inefficiency in terms of HR
pra Ch‘af#tl @ information may further help in the design of
I ollcy agendatoqg,ha ce labour productivity.

44 5|gn|f|cance of the study in terms of applied research is to investigate the

Q auses of low productivity of labour to help design a national reform agenda.

. The beneficiaries of this study are three major stakeholders: the National Oil

Corporation, the oil and gas producing companies, and the government of Libya.
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This study and its implications are directly related to the oil companies,
government of Libya, and National Oil Corporations. The study caw identify
problems in terms of progressive HR practices directly related to'Yhe a#f producing

companies. The implications of the study are equal eficial to all

stakeholders. \’
1.7 Limitations of the Study i '

1. Labour productivity is the focus of this study,gspec®lly ih th an o@-and gas
. | od | &

sector. Below are the three main Libyan govern owned oiff c pamee\selected for

the investigation.

¥
i.  Waha Oil Company (WOC) $ Q‘ 43\
ii.  Arabian Gulf Oil Company (Ag: A\T &\
'S

iii.  Sirte Oil Company (SOC)
'} Q-
These are the leading go en oilig%panies working under the
National Oil Commissio Rof Lib‘a
_ ~ou”. % _
total oil sector outpu't.&wo @h@ begaﬁlberately selected from the following

list of companies. \ '? l (‘)&
(—) l ’ O
S

2. As @;is o‘,'rﬁ;&tionv_in nature (meaning that the information from the

employ: Ul be taken once i \fngle point in time), no good and direct indicators are

avail@r organisational outcome which can be measured in the cross-sectional

co except the perceptions of employees regarding labour productivity. A lack of

—

Se@ companies represent 80% of the

cross-sectional data indicators likely requires a reliability on perception study.
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3. There is a paucity of studies explaining labour productivity and the relationship
between HRM process and organisational objectives in a cross-section& ext for
Libyan oil producing companies. To date, no such study investigating@actices and
labour productivity issues have been addressed. Y.

The oil sector is important in terms of revenue generatiw a major source of

foreign exchange reserve, but decreasing oil production o%d economic challenges.

aWn an optimal

(3
policy agenda for optimal oil extraction (Mahmud@sell, 2002; t')o 13).
No previous study address this nationakd n % nte tYThis study is

designed to investigate labour productivity 4g.a easuT of™Sgrgani nal performance

with respect to human resource practicwa employe cha@%ristics. Investigating

the reasons for a lack of organis¥emgl goals Yth (Qw.\ oil production within
. S

employees’ characteristics and esswwmare'émi(&practices will help pinpoint
tiv

the reasons which adversely Tabo,r pr ivi is thus believed that there is a
Z (

Thus, there is a need to identify the reasons for this clenc

mismatch between emplo @/c , skills, and their corresponding job

requirements. &

N, l(_)o
ol

The cvof HRM has attra@' enormous attention and has stimulated significant

debat@een academicians and practitioners. Much of the discussion has been around
th

ning of HRM, yet there is no single universally accepted definition of the concept.

)
/5‘

Below are the operational definitions for the variables considered for the study.
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Labour Productivity s )

Labour productivity is defined as the new ideas that are appreciate e organisation
for producing the amount of goods and services. Specifically, tM)unt of quality and

quantity product produced by the labour is defined as labo roi:ctiv'ty (Alaghi, 2012)

4. .

HRM practices { | _\c}
Tan and Nasurdin (2011) defined HRM practic strudt t a@s, develops,

motivates and retain employees to ensur%implﬁme ion @ggurvival of the
organisation effectively”. \) 6

NS
%")..-% g

.
RN

Staffing is defined as, “TheY}s of attigcling, cting, and retaining individual
(
employees to achieve the%ﬂsatioga j qivgé?Ployhart, 2006).

O
N
On-the-job traini | O
j @\: YU
“An approach@er the Pppgftupity earning of skills through the work experience.
4
<‘J m oPdir

Furtherm ¥ a form o gct@perience” (Needham and Dransfield, 1994).
S

N
S

Staffing
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Employee motivation

“The willingness to exert high levels of effort towards organisatio oRjectives,

%

conditioned by the efforts ability to satisfy some individual requirefgents# (Johnson,

bl

2005; Rainlall, 2004).

Decentralised decisions i l
Decentralisation is defined as “transfer of authority, Spers W in planning,
L]

management and decision making from one level t@er” (Afhana |a']ii\®‘g,-2015)
L 4
¥
Social skills V u‘
Set of skills that is used by individual tw and co nic@ith other individuals

4

| %) A
(Beheshtifar and Norozy, 2013). A
S.N'S
=

e

Collaboration Yv

o
The process of reaching oBfectWyes tha beg& eved by one single agent on a set of

O
common objectives @Qctionl by s ring@onsibility (Lai, 2011).

('}l' "l(_)o

Networking Q— \(J
<$/ ? S
A set of sﬁw accompliShin

c@unication between two individuals using an socio-
ecc&ctivity by making p\eople recognize, realize, create or act upon business

6 nities (Sullivan Mort, G., & Weerawardena2006).

/

Qe
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1.9  Chapter Outline

T

The first chapter highlights the introduction to the problem, its backgroun@we

research questions and objectives. The chapter further introduces the sa f the study,

significance of the research, limitation and importance of the stud@E;ter 2 reviews the

relevant literature and explores definitions of various conceptsv ir measurements

and relationships with other variables. The chapter ther@ t elunderpinning
theories and conceptual framework. The chapter introguces ®set ¢f in dvem\yariables
to establish a relationship with the dependent vari hapte; 3jnt uces‘,?re research

concepts and methodology adopted in the study, s?tin \thQ esejr pproach and
nalygjs between the

design of the study. The chapter then inm\%
constructs. The chapter also introduceg.sampNhg

n
approaches and analysis. Chapter 4 p S gatistic resulté}or the study and the last

'} Q-
chapter 5 discusses the ﬁndingsN S d%i b}{&m%paring the study’s findings

with previous works, and@y 1 I;ng therh to te fe t theory cited in the second
'
gsent st

ngg% collection
A

'3
chapter. In addition, linagatio oI L@‘jﬁnd recommendations for practice

and future research\a SS ' hap
l ' ' (‘)

Libya i country in terms@oven oil reserves in sub-Saharan Africa and has an

influen tatus among the Organisation of the Oil Exporting Countries (OPEC). The

@ion capacity for oil and gas of the country is not efficient and thus the country’s

export earning in lesser compared to the early 1970s. The Libyan economy is at the mercy
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of earnings from hydrocarbons export. The export of oil earns approximately 95% of
Libya’s total export earnings, 75% of government earnings, and 25% of ilﬁ before
the political unrest of 2011. Finding a solution to this is extremely impdgtanté€onsidering
that the Libyan hydrocarbon sector contributes 95% of the total sa nue for Libya.
Thus, the main objective of this study is to detect and reduce Ms related to human
resource practices that influences productivity. HR pr. 'ce?i?e selection of staff,

enrolment and retention policies, motivation of emplo and p Wision making

¥

indusgy of Kiljya

UG

in@ {] Ia%&'productivity

tant sé?xv is affected by a
&

have high impacts on labour productivity in the oil an

Investigating the reduction of oil producg

xtaft thig im

lacking of well-established HR practice@ploye

is important to reveal what factors and to wh



