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The Hebron Benefits Plan: Two Steps Forward

Introduction

The proponents of mining, petroleum, hydro and other resource develoment projects are often confronted by governments concerned that their citizens benefit, not only indirectly through taxes and royalties, but directly through employment, business and other project-related opportunities. Adjacent communities and stakeholder groups (e.g. Aboriginal groups) consider that because they are more likely than others to bear the direct economic, social and environmental costs of the project, they should receive a greater share of benefits. When international financial institutions are involved, they increasingly consider local content when reviewing project applications (e.g. World Bank 2005). Lastly, many project proponents recognize the importance of local benefits as part of their corporate social responsibility mandate and for ensuring a social license and project approval.

The environmental assessment process has long been the primary mechanism for considering the types and amount of local benefits from large projects. This saw an assessment of possible socio-economic effects, including consideration of proponent initiatives designed to enhance positive effects and mitigate negative ones. Proponents were sometimes also required to have an Environmental Protection Plan (EPP), providing policies and guidance for mitigating potential problems and, in some cases (e.g. NODECO 1990), enhancing positive effects. However, given the common focus of environmental assessment legislation and practice on adverse environmental (mostly bio-physical) impacts, the benefits-related requirements included in Socio-Economic Impact Statements and EPPs are often tangential to the main review process focus.
 As a consequence, they are commonly clumsy and relatively ineffective as benefits planning tools. 

These weaknesses and stakeholder pressure have led to the use of another tool, the benefits plan, which explicitly seeks to examine and optimize potential beneficial socio-economic effects. Such plans are comprehensive documents that focus solely on, and set out in detail, the proponent’s approaches, policies and procedures with respect to local benefits. ‘Good practice’ approaches in the design and implementation of benefits plans have emerged. This paper describes and discusses the Hebron Benefits Plan, for an offshore oilfield project in Newfoundland and Labrador, Canada, which provides a recent and often innovative example of benefits planning.

Regulatory Context
Newfoundland and Labrador has experienced economic and social challenges from the 1800s until quite recently. They led to the then Dominion of Newfoundland (with similar constitutional status to Canada) declaring bankruptcy in 1933. After joining Canada in 1949, the poor economic picture continued, with Newfoundland trailing the other provinces by most economic and social measures. Addressing this challenge was the main political issue over the whole of this period, with Newfoundland (renamed Newfoundland and Labrador in 2001) the test-bed for a wide range of economic development approaches and initiatives. 
The most significant, because successful, initiative was the late-1970s decision by the provincial government to seek to harness prospective offshore petroleum activity to create economic growth. Greatly influenced by the example of Norway, the government put in place legislation aimed at capturing a wide range of employment, business and related benefits. These considerations drove the benefits requirements implemented by the provincial Petroleum Directorate and, after the federal-provincial Atlantic Accord in 1985, the Canada-Newfoundland and Labrador Offshore Petroleum Board (C-NLOPB).

The C-NLOPB is responsible for managing the province’s petroleum resources, pursuant to the Atlantic Accord Implementation Acts (Canada-Newfoundland 1987). This legislation requires that projects can only proceed if there is an approved Benefits Plan for:

· The employment of Canadians and, in particular, members of the labour force of the Province of Newfoundland and Labrador

· Providing manufacturers, consultants, contractors and suppliers and service companies in the Province, and other parts of Canada, with full and fair opportunity to participate on a competitive basis in the supply of goods and services used in any proposed work or activity referenced in the Benefits Plan
· The establishment of an office in the Province where appropriate levels of decision-making are to take place
· Expenditures for R&D, including education and training, to be carried out in the Province
· Consistent with the Canadian Charter of Rights and Freedoms, providing individuals resident in the Province with first consideration for training and employment in the work program for which the Benefits Plan was submitted, and

· Providing first consideration to services provided from within the Province and to goods manufactured in the Province, where those services and goods are competitive in terms of fair market price, quality, and delivery.

Hebron Benefits Plan

Hebron will be the fourth Newfoundland and Labrador oilfield to come into production, after Hibernia, Terra Nova and White Rose. Located 350 kms southeast of St. John's, the provincial capital, it has an estimated 600 to 1100 million barrels of recoverable resources. ExxonMobil Canada Properties (EMCP) is the project operator, with co-venturers Chevron Canada, Suncor Energy, Statoil Canada, and Nalcor Energy. The topsides drilling and production facilities will sit on a huge concrete gravity base structure (GBS). Work started at the GBS construction site in Eastern Newfoundland in 2012, with a target of achieving first oil in 2017, and an estimated field life of 30 years. The cost of GBS construction, field development and drilling activity until 2024 is estimated at C$14 billion.
The Hebron Benefits Plan (EMCP 2011) covers the full life of the project, from pre-construction to decommissioning. Five principles underlie it:

· Meeting local benefits commitments while maintaining the highest levels of safety, environmental performance, efficiency, and integrity of our operations
· Selecting contractors and suppliers that will work diligently with us to deliver benefits to the people of the Province of Newfoundland and Labrador
· Promoting the development of local skills and industry capability that leaves a lasting legacy for the communities in which we operate and for the Province
· Delivering execution certainty so that the Project delivers best-in-class return on investment for stakeholders, including the Province, and 

· Working collaboratively with industry, government, academic and training institutions, community, and other stakeholder groups for the effective delivery of benefits.

When it comes to leaving a legacy, the Plan emphasizes delivering sustainable economic development, in the form of benefits that can be leveraged for local, national and export purposes by, for example:

· Providing training and employment experience transferable to other projects and industries
· Developing business, education, training and R&D capabilities and experience applicable on other projects and in other industries and markets, and

· Building infrastructure that can be maintained and utilized beyond the end of project-related use.

The Plan is wide-ranging in seeking to identify benefits opportunities, including:

· Promoting access to Hebron benefits opportunities in rural areas
· Industrial tourism initiatives, to both educate about the project and industry, and contribute to local tourism, and 

· Further developing local capabilities related to the assessing, monitoring, and managing the effects of oil and other resource development activity on rural and peripheral area residents and communities.

The Plan acknowledges that expertise for delivering sustainable economic development does not necessarily reside within the oil industry. A Benefits Advisory Committee comprised of local, national, and international experts in economic development and benefits planning, and a Benefits Community of Practice Initiative whereby Hebron and other local benefits practitioners will seek to identify and promote good practice, are Plan inititives to address this.

In a further innovation, based on the model of safety culture, the Plan seeks to build a ‘benefits culture’ within EMCP and its contractors. The objective is for benefits considerations to become inherent to business processes and practices, rather than separate considerations. Plan measures in support of this include:

· Senior management stressing the importance of the benefits in internal and external meetings
· Discussing the Plan in employee induction and orientation processes
· Considering benefits in contractor performance management
· Including benefits as a standard item in internal stewardship activities, and

· Stressing benefits commitments in meetings with contractors and suppliers.

The body of the Plan consists of policies, guidelines, and procedures with respect to: supplier development, contracting and procurement; employment and training; and R&D.

The Plan sees supplier development as being facilitated by the benefits culture, and by collaboration with the local oil supply and services community through:

· Supplier information sessions and workshops, and participation in industry conferences
· A website providing timely communication of project opportunities, and
· Site visits to assess local infrastructure and prospective contractors operating procedures and capabilities.

Given the important role of contractors and suppliers, EMCP required that its two main contractors, for the GBS and the topsides, have approved benefits sub-plans consistent with the Plan and its principles. EMCP and its main contractors and suppliers also established a joint contracts and procurement office in St. John’s, staffed by professionals knowledgeable of the local supply community, to coordinate and manage their activities. Lastly, the reimbursable commercial terms of key contracts helped EMCP influence benefits strategy and drive implementation.
When it comes to human resources, the Plan specifies a comprehensive planning process covering supply and demand analysis, communication and consultation, skills development, recruitment and selection, and career development and competency assessment, and there is a stand-alone Diversity Plan. Meeting local hiring requirements was assisted by the Province’s 35 years’ of oil industry-related employment, education, and training initiatives, which developed a substantial pool of qualified personnel.
The Plan establishes a process for identifying and promoting potential R&D work, giving priority to local projects where effective and competitive. R&D priority areas identified include ‘socio-economic research and education and training related to the community and regional effects of resource development activity on peripheral, sparsely-populated, and rural areas, including the assessment, management and monitoring of these effects’.
Plan Implementation
Hebron construction is nearing completion, with tow-out and initial production planned for later in 2017. The benefits to date have been considerable: 57% of project expenditures reported for the 2015-16 fiscal year occurred in Newfoundland and Labrador, and as of March 2016, total direct employment in support of the project was 8,662 persons-years, of which 40% was by provincial residents (EMCP (2016). Hebron has made a major contribution to the benefits Newfoundland and Labrador has received from its offshore oil industry: for example, in 2014 it spent C$4.56 billion in the Province, directly creating 10,173 person-years of employment and C$1.36 billion in wages, salaries and benefits. When multiplier effects are included, the industry was responsible for 36.1% of provincial GDP, 8.0% of the labour force, 16.3% of labour income, and 15.9% of retail sales (Stantec 2017).
It is not possible to compare the effectiveness of Hebron benefits planning with experience of earlier construction projects, given differences in scale and design. Hebron has also benefitted from the increased construction-related industrial and labour capacity from the earlier projects, including the development of local management expertise. Many key members of the project management team, including Benefits Managers, have been native Newfoundlanders with an appreciation of the local context and industrial capacities and a strong commitment to their native province and its well-being.
Regretably, there has not thus far been systematic monitoring of local community effects, as was done when the Hibernia GBS was built at the same site in the 1990s, and some communities have expressed frustration re the balance of costs and benefits they have experienced (STBBi 2016). There have also been some plan implementation disappointments. For example, the Benefits Advisory Committee and Benefits Community of Practice Initiative were not implemented, and the commitment to investigate enhanced construction and post-construction industrial tourism initiatives has produced little: the Hebron site tours are little changed from those for Hibernia.
Conclusion

The Hebron Benefits Plan is a recent and often innovative example of benefits planning. Of note is the emphasis it places on the role of contractors and suppliers, leaving a legacy, cooperation and collaboration with different stakeholders, and establishing and maintaining a ‘benefits culture’. These and other initiatives, implemented or not, may have application on projects elsewhere.
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