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This paper was prepared by the Competitiveness Working Group

Summary interim conclusions.

The working group on competitiveness considered a wide range of actions with potential for improving competitiveness in the offshore oil and gas industry. The main conclusions are summarised in the attached table. They fall into three categories:

1. Principal recommendations with major actions:

World Class Benchmarking:

Topsides design and fabrication:
It is recognised that the UK sector does not have world class cost leadership. It is suggested that the Gulf of Mexico is an area from which the UK sector could learn different approaches to engineering design and day to day running practices for process topsides.

A study is proposed to identify the differences in engineering practices between the UK and the Gulf of Mexico. It will also draw together existing material available within the operators. IEP is to appoint an independent engineering contractor with a view to completion of the initial work by the end of March.

Running Costs
The day to day running of offshore facilities in the North Sea is subject of industry wide benchmarking already. What is not clear is what material is available that would enable comparisons to be made between hydrocarbon provinces in different geographical areas. Shell have agreed to review the material available within their experience and to identify ways in which sharing of best practice across sectors could be facilitated.

Subsea and mobile production facilities
The Gulf of Mexico is not thought to have cost leadership in subsea activities. Also floating production facilities are not accepted in US waters. It is probable that Brazil is the cost leader in these two areas. The working group are still considering how best to take forward action in the areas of subsea and mobile production systems and will report further to the Task Force at their next meeting.

Supply Chain Development:

The encouragement of collaborative working between organisations throughout the oil and gas supply chain has been long recognised to have the potential for improving cost performance in this sector. Current initiatives within IEP and CRINE are doing much to spread awareness of the opportunities available from adoption of these techniques.

It is seen that much remains to be done to spread the principals through all companies involved in supplying the requirements of the offshore oil and gas sector. A major challenge is ensuring that the change in culture is adopted by all staff in companies both large and small - not just senior management.

It is proposed that an industry body be established to promote improved supply chain management across the oil and gas industry in the UK. The organisation would be broadly modelled on the 'Industry Forum' in the motor industry. It suggests funding by DTI, UKOOA and other trade bodies rather than individual companies. The Task Force's endorsement of this proposal is sought

It was also suggested that the organisation would undertake CRINE activities to such a large extent that consideration should be given to whether it should subsume the CRINE organisation. If it did so it would then raise the question whether other subsidiary activities and organisations such as FPAL should also be drawn into the same umbrella organisation

2. Commentary on existing initiatives with proposals for action in limited areas:

It is recognised there already exist a number of industry wide initiatives with potential for competitiveness improvements including:

- First Point Assessment
- Whole Life Costing JIP
- CRINE standard contracts
- Stretch Performance Network

The working group agreed that each of these initiatives had worthwhile objectives that would contribute to the competitiveness of the industry. However, it was recognised that each faced barriers to implementation and further awareness and acceptance were necessary if full benefit were to be derived. The Task Force could usefully comment on the need for the industry to collaborate in providing positive support to these initiatives if they were to succeed.

The working group agreed to take specific action on FPAL by reviewing the outcome of a recent study commissioned by IEP to investigate the degree to which FPAL was meeting its objectives.

3. Areas not yet fully explored or more properly falling to other working groups:

Four topics fall under this heading:

1. Internationalisation
British industry could be encouraged to collaborate more to be competitive in overseas markets. Also UK based oil companies might help the UK supplies industry access overseas markets. These are both important areas for improving export potential and will be subject of further consideration by the working group. A further commentary will be provided to the Task Force when those considerations are complete.

2. Reduction in Operator Competition:
It was agreed that the industry should identify the areas in which the oil companies are competitive and should then put effort into collaboration in areas where no competitive advantage exists.

The action for this almost certainly lies with UKOOA and they should be asked to take this forward.

SPN suggested that many of the barriers to success in such cultural change were a result of behavioural constraints. SPN has agreed to consider how these might be dealt with and would report back to the next meeting of the working group. Further commentary will be provided to the Task Force when the working group has considered this further input.

3. Well Engineering
The drilling of cheaper 'finder' wells is an existing initiative with major potential for improving the competitiveness of the UK as a hydrocarbon province. The working group considered that action lies with UKOOA and CRINE to take forward the issue of removing the barriers to progress on this initiative.

4. Offshore Infrastructure
The working group agreed there may be potential for Task Force action on the issue of infrastructure access. The lack of cost price access to infrastructure creates barriers to the competitive exploitation of offshore resources. It was agreed however that this issue is for consideration by the Regulatory Working Group.

Download a timetable of actions in MS Word format.
