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A matter of shared interests

I

MAGINE an oil company that owns a large oil field

Operator A’s situation is common not only in

in the UK part of the North Sea—the UK Conti-

the UKCS, but globally too. There would have been

nental Shelf (UKCS). This oil company—let’s call

numerous reasons for the delays and cost overruns,

it Operator A—has a number of producing oil fields

some of them outside of the control of operators.

elsewhere in the world too. It is headquartered in

But given that a high proportion of the project costs

the United States, where all its corporate decision-

relate to the supply chain, it may help to examine

making functions are based. After an extensive

how a more effective supply chain collaboration

exploratory programme that confirms the field’s

approach could have helped Operator A meet the

commercial viability, Operator A decides to develop

deadline and stay within budget.

the field: It will build an oil platform, with all the

In general, few operators make the connection

associated infrastructure down to the well and the

between effective supply chain collaboration and

pipes to transport the oil to market. The project is

long-term cost efficiency. The main reason for this

expected to take four years and $2.5 billion to com-

is the adversarial behaviour between operators and

plete. Operator A draws up detailed plans of the

suppliers, and lack of trust and transparency—all

project and invites supplier bids to provide units

of which have a long history and have become the

or manufacture equipment or deliver various parts

industry norm. These problems are further perpetu-

of the project. Each bid goes to the cheapest bidder.

ated by the centralised organisational structures of

When work commences, there are about 200 differ-

large oil and gas companies, which can hinder local

ent suppliers working with Operator A on the proj-

efficiency efforts.

ect at any point, delivering products and services

Operators and suppliers both believe that good

to detailed specifications. Operator A has a team

collaboration is mainly based on trusting one an-

to double-check that suppliers do what they were

other. But in this paper we argue that it is shared

contracted to do. Five years later and after spending

objectives and incentives, and a relentless focus on

$3.75 billion, the project is still not close to comple-

reaching the end result in the safest, simplest way

tion, but oil prices have halved over the same period.

that sees a project or service delivered to quality,

So what went wrong? Or more importantly, what

cost, and deadline.

can Operator A do to avoid similar delays and cost
overruns in the future?
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Surviving the low-price scenario

T

HE oil and gas sector has often experienced

three years. In fact, according to the Business Out-

project delays and cost overruns. This prob-

look 2017, published by the trade association Oil &

lem affects multibillion-dollar oil and gas field

Gas UK, unit operating costs have dropped from

developments around the world as much as it does

$26.30/boe in 2013 to $15.30/boe in 2016.4 Both

smaller projects in the UKCS. For example, a recent

operating and capital expenditures have declined

review of 58 oil and gas projects between 2011 and

over the same period, and, directly related to the lat-

2016 by the Oil & Gas Authority (OGA), the indus-

ter, the unit development costs of newly sanctioned

try regulator, found that fewer than 25 percent have

projects in 2016 are also less than half of those ap-

been delivered on time and budget.1 On average,

proved in 2013.

projects were delayed by 10 months and overran

But, at least in the initial phase of the oil price

their budgets by 35 percent.

downturn, the majority of the cost reduction across

While increasing costs were less of a problem

the UKCS was tactical: Most oil and gas companies

when oil prices were rising, the fall in oil prices

cancelled or delayed projects; the majority also

since mid-2014 has made reducing costs an indus-

reduced headcount—Oil & Gas UK estimated that

try imperative.

the number of jobs supported by the sector in the

Since the 2008–09 financial crisis, the indus-

United Kingdom declined from 450,000 in 2014

try’s operating and capital costs have escalated rap-

to 330,000 in 2016.5 Nearly all operators have also

idly. For example, total operating costs in the UKCS

asked suppliers for product and service cost cuts

rose nearly 50 percent, from £6.6 billion in 2009 to

and/or reduced the length of contracts. Suppliers

£9.8 billion in 2014. The unit operating costs grew

therefore have had to deal with both reductions in

by almost 150 percent, from $12 barrel of oil equiva-

their prices and delays in, or cancellations of, proj-

2

lent (boe) in 2009 to $29.7 boe in 2014. It was only

ects—or have had to bid for new projects more fre-

the fall in oil prices that eventually put an end to

quently. As a result, UKCS supply chain revenues

this trend starting mid-2014.

have declined from $41.3 billion in 2014 to $28.3

3

The low oil price environment since then has put

billion in 2016.6

the spotlight on inefficiencies, such as inefficient

It is now widely believed that the industry is set-

project management practices and complex and

tling down to a longer period of subdued oil pric-

bureaucratic organisational structures. The need to

es. As a result, companies are likely to be thinking

reduce costs and improve margins has risen to the

about more strategic, long-term cost management

top of corporate agendas.

through

structural,

enterprise-wide

productiv-

ity initiatives. One tool they will need to develop is

Companies operating in the UKCS have made

more effective supply chain collaboration.

significant progress in reducing cost over the past
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Understanding collaboration

C

OLLABORATION, however, is easier said

which has led to a loss of opportunities in field in-

than done. In early 2014, the Wood Review

frastructure development in the past. It specifically

(hereafter referred to as “review”), an in-

highlighted the need for collaboration in areas such

dependent study, published recommendations on

as the development of regional hubs, sharing of

maximising the economic recovery (MER) of re-

infrastructure, or reducing the delays in legal and

sources in the maturing UKCS and made as many as

commercial processes.

60 references to collaboration, mostly operator-to-

The review also recommended the creation of a

operator collaboration. The review suggested that

new oil and gas regulator, the OGA, in the UKCS.

many operators find it challenging to collaborate,

The OGA, which became an independent regulator

7

ABOUT THE SURVEY
Focused on collaboration between operators and suppliers in the UKCS, Deloitte’s UKCS supply
chain collaboration survey is now in its third year of running. It is jointly run with Oil & Gas UK and
primarily provides feedback to the 15 operators and 10 suppliers on the Oil & Gas UK board from
their respective suppliers and customers. Operators involved in the survey cover approximately 80
percent of UKCS production. The results of the survey are also used as a tool to measure company
performance against Oil & Gas UK’s Industry Behaviours Charter. The charter is a voluntary
commitment to work effectively, efficiently, and cooperatively and has been signed by the majority of
top UKCS operators and suppliers.
The survey is run annually in September. In 2016, it was simultaneously run in the United Kingdom
and the Dutch parts of the North Sea, providing a thought-provoking comparison between the two
countries. (For a better understanding of how collaboration differs in the two regions, refer to the
three sidebars in the subsection, “High levels of collaboration in the UKCS, but is it of high quality?”)
The survey has three main parts:
1. The Review provides data and analysis on the quality and level of collaboration in the UKCS.
Respondents mainly provide information about their own companies’ attitudes and behaviours
toward collaboration.
1. The Index measures the effectiveness of companies as partners in collaboration. In this part
of the survey, respondents confidentially rate their partners as collaborators. The higher the
rating—which provides an individual company’s Index score—the better collaborator that
company is considered by its partners. The Index scores form the league table of peers. At
confidential meetings, companies are given their individual Index scores and their position on the
league table, without the scores or positions of others being revealed. The individual company
scores and league tables of companies remain confidential, but we publish the industry results
in aggregate.
1. The Framework for Action provides the guiding principles that companies can follow to make
collaboration more effective. (Refer to figure 5 for an adapted version of the framework.)

4

Transforming supply chain collaboration across the UK Continental Shelf

under the Energy Act 2016, was given powers to

happens when oil and gas operators and suppliers

drive better collaboration, efficiency, and produc-

work together toward a shared objective in the most

tivity, while helping to improve competition, attract

efficient way, focusing on the total end-to-end value

investment, and create jobs in the UKCS as part of

and cost of the service, product, or project being de-

the MER strategy. And while the regulator—in addi-

livered, rather than the unit costs. This requires a

tion to various industry trade bodies and company

relentless focus on what needs to be achieved, an

leaders—continues to emphasise collaboration,

understanding of what value each component, ac-

there’s a lack of clarity on what exactly collabora-

tion, or staff member brings to the final outcome,

tion is and how to get better at it.

and finding and eliminating the hidden costs.

This lack of clarity around several topics is

Figure 1 shows that companies in the UKCS are

the main driver of Deloitte’s UKCS supply chain

well aware of this, with a combined 57 percent of

collaboration survey. For more details on the survey,

respondents identifying the focus on the end result

refer to the sidebar, “About the survey.”

and working with other organisations to achieve

Based on findings from the survey, we tried to

shared goals as hallmarks of effective collaborative

understand what collaboration means, why it’s im-

behaviours. The results also show that respondents

portant—both in the UKCS and globally, and how to

attributed more importance to these two factors in

become better at working collaboratively.

our latest results compared with a year before.

What is effective supply
chain collaboration?

Why does effective supply
chain collaboration matter?

Our discussions with companies that are voted

Effective supply chain collaboration can lead to

top collaborators in the Index part of our survey

higher operational efficiency. Operators that are

suggest that effective supply chain collaboration

voted leaders in supply chain collaboration in the

Figure 1. Behaviours for eﬀective collaboration
31%
25%

26%

23%

23%
16%

15%

15%
11%

11%
0%

Focusing on the
end result and
working with other
organisation(s) on
how to get there

Working
with other
organisation(s)
to achieve
shared goals

Working toward
shared goals
while making
compromises

2016

Working
with other
organisations
over and above
contractual terms

Jointly creating
rules, aligning
decisions and
incentives

2%

Other

2015

Source: UKCS collaboration survey.

Deloitte Insights | deloitte.com/insights
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A LOOK AT COLLABORATION IN THE AUTOMOTIVE INDUSTRY
To better understand the power of effective collaboration, it may help to examine how the
automotive industry has used it to drive efficiency and value. Depending on the general economic
conditions, the automotive sector also goes through the peaks and troughs of demand and
supply and many of the leading Western auto manufacturers have had to fundamentally change
their organisational structures and ways of working to avoid bankruptcy. These companies have
successfully adopted many of the principles that Toyota, the Japanese automaker, took decades to
develop and improve and that are commonly known today as lean principles.8

Index also have some of the lowest operating unit

tionships was successful. A larger proportion of sup-

costs in the UKCS. While these operators worked

pliers (55 percent) said that less than half of their

with the same suppliers and used the same tools

collaborative efforts was successful, compared with

and technology as everyone else in the UKCS, a

operators (44 percent).

number of their oil field development projects have

A closer look at figure 3 explains the reason

come in below budget and were completed ahead of

behind the relatively low success rates: Operators

schedule. This is not a coincidence. Our discussions

and suppliers collaborate for different reasons and

with them revealed that in their relationships with

have differing expectations of collaboration. Opera-

their suppliers, these operators follow principles re-

tors would like suppliers to reduce their prices and

sembling those of lean production, which have been

take on more risk. With operators holding the purse

developed by the automotive industry.

strings and, since late 2014, asking for significant

Overall, not collaborating effectively with sup-

price reductions, suppliers may feel exposed. Mean-

pliers can lead to missed opportunities for reducing

while, although suppliers would like operators to

costs or improving operational efficiency.

help them reduce costs, they also want to increase
their market share by selling more products and
services to the operators. This, in turn, may make

High levels of collaboration
in the UKCS, but is it
of high quality?

FROM THE OPERATORS’ PERSPECTIVE
In contrast with the UK results, a
considerably higher proportion of Dutch
suppliers, 41 percent compared with the
United Kingdom’s 32 percent (see figure
2), said that more than half of their efforts
worked well. There are some cultural and
regional factors behind this number. The
Netherlands is a smaller country than the
United Kingdom, with fewer resources and a
challenging geography. The Netherlands’ oil
and gas industry is significantly smaller than
the United Kingdom’s, with fewer and often
smaller companies. Therefore, companies
need to be leaner, more flexible, use their
assets effectively, and share their assets
and workforce.

The aim of the survey is to understand what behaviours the industry associates with supply chain
collaboration in the UKCS, and therefore, we did
not define the word or restrict participation in the
survey. As a result, it is not surprising that survey
respondents interpreted the word in its broadest
sense and believed that they collaborate to a high
degree already: 86 percent said that collaboration
was part of their day-to-day business.
But it was also clear from the survey results that
the majority of these relationships did not work effectively in the UKCS. Even if the results improved
from the previous year, overall only 40 percent of
respondents said that more than half of their rela-
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Figure 2. Proportion of successful
collaboration eﬀorts in the past
12 months: UKCS vs. the Netherlands
13%

While regional factors play a role in the
Netherlands suppliers’ higher satisfaction
score, operators’ attitudes are radically
different too. The survey results show that
Dutch operators primarily collaborate to
fill the capability gap—that is, to optimise
skills and capabilities. Reducing costs and
sharing risks are not seen as the primary
drivers of collaboration in the Netherlands.
Most operators tend to work directly with
contractors under long-term agreements,
rather than large oil field services companies
employing contractors.

13%
32%

41%

55%

47%

NL suppliers
Less than 50%

FROM THE SUPPLIERS’ PERSPECTIVE

UKCS suppliers

More than 50%

Don’t know/
not sure

successful collaboration efforts are much less fre-

Source: UKCS collaboration survey.

quent than unsuccessful ones.

Deloitte Insights | deloitte.com/insights

In contrast, business processes (internal investment in managing collaboration and individual per-

operators feel as if suppliers would like to sell them

formance measures linked to collaboration) play a

new products and services that are not focused on

minor role. This suggests that despite a high pro-

their needs.

portion of companies saying that collaboration is

Furthermore, companies in the UKCS do not

part of their day-to-day activities, it is not yet part

seem to make the connection between incentives

of their DNA.

and collaboration. According to figure 4, only 27

Our discussions with top collaborators in the

percent of respondents in the UKCS believe that

Index suggest that for collaboration to work well,

trust is the main reason for—and driver of—success-

all parties need to be incentivised. Indeed, overall,

ful supply chain collaboration. Collaboration in the

incentives play a more important role than trust.

UKCS is left to a small number of individuals with

These incentives can include financial, contractual,

trusted relationships, who are proactive enough to

or even creative incentives. Operators and suppli-

find opportunities to collaborate and who are in a

ers need to share benefits—one party taking a larger

position to share the benefits. This explains why

cut of the pie is known to create resentment and can

Figure 3. Principal reasons for collaboration in the UKCS (2016)
Operators

Suppliers

36%

5%

30%

19%

28%

Reduce cost

16%

Increase market access

Fill capability gap

25%

Other

Source: UKCS collaboration survey.

11%

13%

Share knowledge/learning

12%

2% 1%

2%

Reduce risk

Tax and ﬁscal reasons
Deloitte Insights | deloitte.com/insights
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easily damage the working relationship. Equally,

of trust to diminish and other factors (see figure

the workforce involved in the project or relation-

4), such as investment in resources managing col-

ship needs not only to be allowed, but encouraged,

laboration and encouraging collaboration through

to collaborate through personal performance mea-

individual performance measures, become more

sures linked to collaboration.

important. We may also see leadership communi-

As companies in the UKCS learn how to collabo-

cation and business strategy playing a more promi-

rate more effectively over time, we expect the role

nent part in encouraging collaboration.

Figure 4. Principal reasons for successful collaboration in the UKCS
27%

You have established trusted
relationships with the other party

30%

24%
19%

You have actively sought out
opportunities to collaborate

20%

Your leadership regularly communicates
within your organisation the importance
of collaboration with the suppliers/operators
for the future of the business

11%
10%
10%

Your organisation’s business strategy
encourages collaboration with other companies

9%
6%
Processes

Your organisation has invested signiﬁcant
resources in managing collaboration

4%

You have encouraged collaboration through
individual performance measures linked
to rewards
Other

Behaviours

23%

You have ensured that there is mutual
beneﬁt for you and the other party

2%
3%
2%
1%
2015

2016

Source: UKCS collaboration survey.

Deloitte Insights | deloitte.com/insights

DRIVERS OF COLLABORATION
In the United Kingdom, 27 percent of respondents thought that the main reason for successful
collaboration was a trusted relationship with the other party. In the Netherlands, however, only 13
percent believed that trust played a pivotal role. While this may seem contradictory to some of our
findings, it is important to note that for the Dutch, collaboration is driven mainly by business strategy
and proactivity in finding the right opportunities. Collaboration is not left to trust, but is ingrained in
companies’ working culture. Long-term operator–supplier relationships are the norm. Collaboration
is how they do business; trust and sharing benefits are a given.
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What stops operators
and suppliers from
collaborating effectively?

D

ESPITE the rather clear benefits of supply

an international oil company that is headquar-

chain collaboration, the survey indicated

tered abroad relies on a local team to operate its

that a significant proportion of collaborative

oil platforms in the North Sea. The local team

efforts in the UKCS can be considered unsuccess-

would like to work with a particular supplier to

ful. Discussions with both operators and suppliers

upgrade parts of the oil platform. Although the

revealed numerous examples of adversarial behav-

local team has identified a specialist supplier,

iours. For example, operators confirmed that they

which would be able to do the project quickly and

often put contracts out to tender to compare sup-

efficiently, the local team often does not have the

pliers, sometimes long-term partners, against each

final say on the choice. It will have to go through

other. The reason for this is to “test” the market,

layers of sign-offs from the headquarters, caus-

as operators often felt overcharged and associated

ing potential delays to the start of the project. In

contracts with steadily rising costs. The tendering

a more extreme case, the local team simply may

process, it was often felt, disrupted projects and

not be able to work with its chosen supplier, but

caused some damage to the relationship with exist-

would have to use the corporate-level preferred

ing suppliers, whose internal costs also increased by

supplier, even if the chosen supplier would pro-

having to go through the entire process.

vide the service quicker and cheaper. Another

For their part, suppliers often feel compelled to

example is the lack of ability for the local team

bid for contracts with low or negative margins in the

to use industry-standard components or equip-

hope of winning future work with the operator. This

ment when upgrading parts of the platform, but

can, however, send out wrong signals to the market

having to follow strict internal standards from

about the cost of certain products and services and

the company’s centre of excellence. This lack of

can also encourage suppliers to inflate prices later

using industry standards can lead to significant

to recoup the money lost in the early stages of the

cost rises and delays in projects.
• Siloed organisational structures can also

project. This leads to both sides guarding cost data,
which results in a certain level of mistrust: suppli-

lead to inflexible, competing objectives.

ers aim to protect their margins, while operators be-

As an example, an operator’s procurement func-

lieve that suppliers make more money than they do.

tion receives the mandate to aggressively reduce

To understand better the bottlenecks in collabo-

costs. Procurement processes can be very ef-

ration, we asked survey respondents to elaborate on

fective when purchasing highly commoditised

the issues they face. What emerged was a number of

assets, tools, equipment, or services. These ten-

organisational and cultural issues:

ders tend to be short and focused on minimum

• Rigid, centralised internal structures do

quality and unit price. But a strong procurement

not allow easy formation of expert teams and

drive can prove ineffective or even damaging for

devolution of decision-making. For example,

complex projects and services. As an extreme ex-
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ample, an oil rig needs a new compressor. People

on the platform, so they may not have the right

who understand how and where the compressor

expertise or the right tools for the job when

needs to fit on the operating rig, and how it will

they visit the platform. They will therefore need

be used and maintained are the engineers work-

more trips back to their base, which not only

ing on the rig. Ideally, these engineers should

pushes costs higher, but also delays oil produc-

speak to the vendors directly, organise site vis-

tion at the platform, leading to loss of revenue.

its, and collaborate with the vendor around the

If, however, suppliers receive a detailed forward

sourcing, installation, and maintenance. In real-

maintenance schedule and if they service other

ity, this rarely happens. Instead, the purchase

platforms in the area too, they should be able to

of the new equipment is organised through pro-

schedule their work better and spend less time

curement. This means that there is limited con-

travelling to and from platforms and transport-

tact between the engineers and the vendor. Pro-

ing spare parts, potentially reducing the costs for

curement asks for detailed specifications and the

the individual operator. Fewer helicopter trips

compressor is purchased from the lowest bidder.

to the rig also mean fewer health and safety risks

We heard of numerous instances where the new

for the workforce.

equipment did not fit the right away or was dif-

• Lack of interest in and therefore under-

ficult and costly to maintain. While procurement

standing of the other party’s problems

met its objective in driving down the cost of the

and priorities can also impede effective col-

compressor, it also led to unnecessary delays

laboration. Spending time with the supplier/

and pushed overall costs higher.

operator to understand their culture, priorities,

• Lack of internal coordination/collabora-

systems, and capabilities can help build knowl-

tion or ineffective internal organisation

edge and respect for them. To cite an example

can cause delays and increase prices. For ex-

from the automotive industry, Toyota treats

ample, because multiple internal departments

suppliers as extended employees of the compa-

are involved in scheduling maintenance, which

ny—the suppliers’ problems are Toyota’s prob-

often are not sufficiently coordinated, the op-

lems; if suppliers suffer, Toyota will suffer too.

erator fails to provide suppliers with a detailed,

Therefore, there is a culture of close collabora-

forward-looking maintenance plan on an oil

tion with suppliers to ensure that all parties in-

platform. This can mean that suppliers do not

volved perform optimally.9

have enough visibility of what needs to be done
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So how can you collaborate
more efficiently?

W

HILE collaboration is clearly the key to

tionships, there can be a long tail of suppliers pro-

higher production efficiency and lower

viding commoditised products and services, which

costs, companies should not collaborate

can be cultivated effectively either by allocated rela-

with everyone all the time. Collaboration needs to

tionship managers or the procurement function.

be reserved for a set of key suppliers, either by size

To help companies determine how to collabo-

or because of their strategic importance, for it to be

rate more effectively, we provide a four-step trans-

focused and purposeful. Beyond this key set of rela-

formation framework (see figure 5).

Figure 5. A four-step transformation framework adapted from the Framework for Action
Leadership

Alignment

Results

Take early
responsibility and
lead by example.

Be clear on the
goals and objectives.

Goals

Identify how operations, processes,
and systems need to change to
support new ways of working at scale.

Make sure you measure the
right factors and support
continuous improvement.

Set the course: Set the
overall direction and
encourage collaborative
behaviours.

Focus on the
outcome: Be clear on
what success looks
like, how you are
going to measure it,
and communicate
these consistently.

Identify the core changes to key
systems and processes you need to
establish for the new ways of
working.

Collect data that will help
you understand how the
project is progressing
toward its ultimate goal,
where the hidden costs are,
and how you can enhance
the value of the project.

Focus on the long-term
value, rather than
short-term cost of a
project: Understand the Start with a small but
overall value and look
important project:
beyond the unit costs.
Identify a project or
part of the business
Challenge existing
that would most
organisational
beneﬁt from
structures, processes,
collaboration. Think
and bureaucracy:
about potential pilot
Constantly work to
activities, i.e., lean
remove the main
supply chain, targeted
obstacles to closer
operational
working relationships
excellence, data-drivwith suppliers or
en supply chain/mainoperators.
tenance.
Devolve/decentralise
decision-making:
Empower the project
team to make educated
decisions and support
appropriate risk-taking.

Consider widening
the project once you
have demonstrated
success and gained
some experience.

Build a small, but integrated team
of both supplier and operator; every
team member should be clear on
their responsibilities and able to see
direct impact of their actions on the
ﬁnal deliverable; motivate team
members to make timely decisions
and be focused on commercial
discipline.
Keep things simple and closely
aligned to your deﬁned goals,
eliminate duplicating documentation and testing, use standard
solutions, avoid bespoke systems
and products if possible.
Build simple, focused governance:
A short contract should focus on the
intent of the project rather than the
detail.

Data should be collected
by and shared with
everyone, including the
suppliers.
Develop and drive a
culture of constant
analysis, feedback, and
continuous improvement
across the supply chain:
Data should be constantly
analysed and both the
operator and supplier
should be incentivised to
make suggestions for
improvement.

Avoid unnecessary bureaucracy:
Documentation only necessary for
the completion of work should be
kept; reduce documentation
reviews and sign-oﬀs.

Source: Deloitte analysis.

Deloitte Insights | deloitte.com/insights
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To bring the framework to life, let us look at how

The project starts with redefining and establish-

Operator A—the fictitious company described at the

ing a single drilling process that will be delivered by

beginning of this article—can improve its well drill-

the various parts of the operator’s and the suppliers’

ing performance while developing its oil and gas

businesses—together, in an integrated way. The op-

field in the UKCS by applying advanced analytics.

erator and the suppliers will need to adapt and unify

The project requires Operator A’s engineers to work

the relevant parts of their IT systems to support the

closely together as one team with the suppliers.

new single drilling process to gain real-time data.

Operator A’s corporate headquarters has given

This single process already results in some efficien-

permission to work with suppliers that the local

cy savings for Operator A. But the majority of cost

team considers the most appropriate for the task.

savings are delivered when advanced analytics tech-

After identifying the right suppliers, Operator A’s

niques are applied to real-time data. This yields in-

local team can quickly move ahead with the proj-

sights that Operator A and supplier crew members

ect. A short project contract focuses on the intent of

can execute as soon as they receive them. Thanks to

the work. The contract covers the commitment of

the unified IT systems, the project team sees the im-

the operator and the suppliers to work together, the

pact of the crew members’ actions on the rig in real

objectives of the project, the ground rules for behav-

time and is able to analyse the data immediately to

iours, and the quality criteria of the final project. It

provide further guidance to the crew.

does not provide detailed accounts of what needs to

This constant cycle of analysis and feeding in-

be done, when, and how.

sights by the integrated team back to the operator

The integrated project team is built by selecting

and supplier crews drives substantial efficiency

a small number of members with relevant expertise

savings and lifts the productive uptime of the drill-

and experience from Operator A’s various depart-

ing assets. In addition, there is a constant focus on

ments as well as project members from a select

learning, and on how to improve results and make

number of suppliers—suppliers that provide equip-

the project more efficient and effective. The atmo-

ment or drilling services and consultants with ad-

sphere in the project room is not only of urgency to

vanced data analytics capabilities. Each team mem-

resolve issues, progress the project, and find solu-

ber is clear on their priorities and can see how their

tions, but also of openness, and respect for and trust

roles are directly contributing to the delivery of the

in other team members.

project. Everyone on the team is expected to work

Documentation is kept to the minimum. Instead

autonomously, take responsibility for their actions,

of regular progress reports on all activities, there

and make timely and effective decisions. Members

is a basic action register and exception reporting

are allocated to this team from across Operator A

(concerns and issues). Phone calls and face-to-face

and they are fully focused on the project, rather

meetings are focused on solving issues. Because the

than work on it over and above their daily workload

team is integrated, there is no need for the opera-

in another department.

tor to monitor whether the suppliers are on track in

The team leader communicates the objectives

project delivery.

and long-term perspectives on the project early and

Over its lifetime, the project is expected to de-

consistently, and there is clarity on the timelines,

liver up to 25 percent of drilling cost savings to Op-

tools, and resources available. The leader’s role is to

erator A and reduce drilling downtime by up to 15

motivate, set the direction of travel, facilitate prob-

percent.10

lem-solving, and protect and motivate the team.
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How do you determine that
you collaborate effectively?

O

VER time, effective supply chain collabora-

• More innovation: The creative challenge of

tion should yield a number of tangible and

finding simple, cost-effective solutions will in-

intangible business benefits, such as:

evitably lead to new ideas.

• Significant cost savings over the lifetime

Some of these benefits may take a long time to

of a project: This should materialise through

materialise and can be difficult to measure. Many

the removal of layers of unnecessary bureaucra-

companies run their own supplier or customer feed-

cy, simplification of procedures and processes,

back sessions focused on particular operational or

and the use of standardised equipment and ma-

project-related areas at least annually. Some op-

terial where possible.

erators, however, questioned whether suppliers

• Improved investment returns: For ex-

are frank in these sessions, perhaps trying to avoid

ample, by avoiding delays and budgetary over-

causing damage to the relationship. Feedback col-

runs when building an oil platform, the operator

lected by an independent third party, therefore, can

would be able to start production on time.

further bolster insights already gathered during

• Stronger and longer-term relationships

the feedback sessions and can help compare an or-

with a select number of suppliers: Working

ganisation with its peers to highlight underperfor-

with tried-and-tested suppliers with a similar

mance. (See the sidebar, “A tool for measuring col-

working culture should reduce costly and time-

laboration effectiveness,” for more details.)

consuming tendering, which can be disruptive
and expensive for both operators and suppliers.

A TOOL FOR MEASURING COLLABORATION EFFECTIVENESS
The Index part of the collaboration survey can help collect feedback on a select group of operators
from their suppliers and vice versa. The Index contains 12 positive statements against which survey
participants are asked to rank their collaborating partners across three domains:
• Openness: Focus on how well parties communicate, whether they are willing to collaborate, and
whether they trust each other.
• Incentives: Do parties feel financially incentivised; do they feel that collaboration is encouraged by
the terms of the contract and that collaborating with the other party enhances their reputation?
• Business processes: Determine whether the parties engage early in a project, whether they seek
out new ideas, and whether they implement recommendations effectively.
While the Index by no means provides a definitive list of criteria that operators and suppliers
need to consider, it can help identify areas that the parties may want to investigate further to help
them improve their relationships. Change in league table positions in successive years can also be
indicative of actions impacting the relationship.
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Think big, start small

C

OLLABORATION could play a big role in

The first step, however, should involve deter-

changing the way companies operate in

mining if collaboration works for you. It should not

the UKCS. However, for that to happen, a

be touted as a one-stop solution to every problem

change in cultural attitudes is needed. Many rela-

facing players in the UKCS. Instead, companies

tionships in the oil and gas sector are still adversari-

need to understand that it works best when concen-

al and power-based. Further, it is easier for a leaner,

trated on a small set of suppliers, who are adaptable,

more agile company to make such broad changes in

flexible, and open to collaboration.

its operating style. The more inflexible a company is,

The important thing is to start—start small, one

the longer it will take to break down organisational

project or supplier at a time. In the current lower-

siloes and effect behaviour changes.

for-longer scenario, the industry needs to seize every cost-reduction opportunity that comes its way.
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