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New Industry Body -an Agency for Change:

The Task Force has already indicated its support for the creation of a new pan industry organisation to deliver and implement new management processes throughout the supply chain serving the oil and gas industry. Previous initiatives such as CRINE Network had no direct route of implementation for the new approaches they championed. This body will create change in individual companies, leading in time to a change in culture throughout the industry by changing relationships between companies in the supply chain, and promoting collaboration by operators and by contractors where currently they act in agressive and unproductive competition

The new organisations REMIT would initially be to deliver the methodology developed by the recently completed CRINE supply chain management(SCM) project and continuing the development of the CRINE deliverables and methodologies, including the FPAL initiative, these mainly through the existing network of industry experts. In time the range of processes delivered by the organisation would encompass a broad spectrum of tools whose effect is enhanced if adopted on an industry wide basis.

The CRINE SCM project identified potential savings of £1Bn by 2002. To achieve such a scale of savings clearly demands high level commitment and pan industry implementation. The Task Force will have a key role in ensuring that these are secured.

The new organisation will OPERATE by providing tools, training and consultancy services to facilitate the introduction of new management processes to the operational areas of suppliers and operators. It will primarily be a tool to help the senior management of this industry drive change through their companies and throughout the supply chain .

It recognises that change management is a complex process in which individuals at all levels in an organisation have to internalise the new ethos and modify their behaviour to secure the benefits.

For maximum impact the initial target companies will be the operators and larger contractors and suppliers because a small number of these organisations control a large proportion of the total market value. They also influence strongly the behaviour of the next tier of suppliers thus helping drive the new ethos throughout the Supply Chain. To be effective the new organisation will need to employ top quality personnel able to command respect at the highest levels in our industry. One of the early tasks will be to develop implementation methodologies that allow their scarce expertise to be delivered by less broad ranging, more specialist consultants. In view of the scarcity of suitable staff and the specialist nature of some aspects of the work it is an essential element of the organisational strategy that the core staff would be supplemented by a network of accredited partners. These will be local agents trained in the methodology, possibly working through the Local Supply Chain Groupings being established in the key oil and gas clusters throughout the country.

The plan is ambitious and if under-resourced would fail. The budget would necessarily be an order higher than that for say CRINE. Where CRINE’s annual budget is in the region of £200k the new body would necessarily operate with an annual turnover of about £2m. This level of FUNDING will require substantial contributions from both Government and industry in the first three years of the organisation’s life. Thereafter industry subscription and fee income would meet the costs of the organisation. Any Government funding after the set up period would be targeted at individual companies supporting their access to the services of the new industry body. In the first year Government funding is expected to meet the majority of the costs with industry meeting working capital requirements and probably providing some in-kind support such as premises, computing, accounting and legal services.

It is expected that the new industry body would need a subscription structure with Industry Bodies meeting say half the total subscription and individual companies the remainder. Those so far identified as representing the core of the industry are UKOOA, OCA and IADC.

These organisations would each hold a place on the BOARD along with DTI, possibly Scottish Enterprise and some directors drawn from the supply base. In particular at least one board member should represent the interests of the SME community on the board.

The measures of success will at an overall level be based on broad measures such as the Brown Book figures for Opex and lifting costs for current projects. At a more detailed level individual companies participating in development work will have their performance tracked against key performance indicators identified during their development activity. The new organisation’s income from these individual projects could in part be based on results achieved.

For this organisation probably the most important will be staffing. It will be necessary to recruit the very best available and the industry must resist the temptation to use personnel at the end of their career who would otherwise be made redundant by the bigger operators or suppliers. Funding will also be critical and the industry must support the creation of a body with sufficient substance and working capital for it to secure Government funding at the level envisaged. Any half hearted implementation would be doomed to failure -without a strong and relatively large core of competent staff it could not meet the industries expectations. Take up levels will be dependant on the quality of what is on offer. A number of open minded organisations in the supply chain willing to participate in the early stages of developing the new processes would greatly enhance the speed at which the new industry body could become accepted.

The Task Force must consider if the proposals are RADICAL ENOUGH. Change processes are relatively slow and there are no magic wands but the more magicians the sooner will the trick be performed. This is a good time for the implementation of new approaches in this industry as it approaches the end of a thirty year cycle. Many personnel who joined the industry in the early days of UKCS developments are now approaching the end of their working lives. The industry must target new younger entrants less entrenched in the old school of thinking and who will form the backbone of the industry in the new millennium.

The Task Force will wish to consider whether the current proposals are sufficiently ambitious -but ten times the size would not be ten times as effective. However the motor industry equivalent body has some thirty consultants. The Task Force may wish to consider what scale of organisation can be effective in delivering improvements in our industry that currently employs over 200,000 people in more than 5,000 companies.

These proposals will be presented in more detail at the meeting on 12th May . They pose a number of questions to the OGITF which you may wish to consider before the event.

· Is the scope of its activity right? 

· Is the customer base right? 

· Are the funding needs and sources right? 

· Does this genuinely represent a step change from CRINE? 

· Is there, or should there, be a longer term vision for the organisation? 

Who needs to buy in and by when?

