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IMPROVING UK OIL AND GAS EXPORT PERFORMANCE

The OSO Board has, at the request of the OGITF, considered how UK export performance might be improved. It recognises the difficulties in assessing our present performance given the way in which export statistics are collected. For example, it has traditionally been estimated that UK upstream oil and gas exports represented some 2% of a $100 billion world market. Recent studies - which are being further validated - suggest the UK share might be as high as some 5% of a $200 billion market. In the circumstances the Board feels unable to judge what improved market share might be realistic over the next 10 years, but has rather identified those elements of industry/Government assistance which its industry members consider to hold the greatest potential for improving the sectors export performance.

The Board welcomes the creation of British Trade International, and recognises the importance of the support provided to the industry by the IEP/OSO office. It considers it important that this level of support should, at a minimum, be maintained.

The Board identified four areas, under the following headings.

Financial
The Board considers ECGD to be an essential element of export success. It particularly welcomes its scheme for "good projects in difficult markets", and its ability to package multilateral Export Credit Agency support. It would want to see ECGD able to match other ECA competition on cover availability, and terms.

The Board also recognises that imaginative financial support packages, often Government backed, play a very important role in securing large international contracts. The Board would like Government to work with key sources of finance to provide such packages, particularly for large engineering projects which could bring with them significant sub-contract potential.

Superior technology can be particularly important in certain markets. The Board would therefore welcome the Technology and Innovation, and possibly Fiscal, Groups taking an interest in tax incentives for technology development and ways to facilitate access - particularly by SMEs - to EU Framework 5 funds.

There is continuing concern that the Foreign Earnings Deduction changes in the 1997 Budget was damaging UK export prospects.

Advice/assistance from operators and larger UK exporters
The Board welcomes, and would wish to build on, relationships between oil companies and large contractors running overseas operations out of the UK. It recognised that such companies were increasingly becoming genuinely multi-national, and taking global decisions. It does, however, hope that the UK leadership of such companies could (and to some extent already do) provide substantial assistance to smaller companies by providing:

· leaders for export missions to target markets; 

· An identified contact person in the overseas territory to provide initial advice and guidance and full and fair bidding opportunity if appropriate. 

· timely advice on specific projects/local agents/local joint venture partners; and 

· access to potential third country partners, national oil companies etc. 

Enhanced BTI assistance overseas
The Board recognised the substantial assistance that is given by overseas Posts, and in particular the significant advantages that came from dedicated oil and gas specialist teams in key markets. It welcomed the 6 month industry secondment scheme which had already paid dividends in Norway; and particularly welcomed the newly established team in Houston to report on third country, as well as local US, opportunities.

The Board:

· is keen to see more specialist teams deployed in target markets, recognising that this might require (and benefit from) a much more substantial/complete industry contribution to costs, possibly through appropriate secondments etc; 

· encourages the idea of Posts having local office facilities available for UK exporters of the kind offered on a short term basis by e.g. Singapore High Commission; 

· considers it would be reasonable for HMG to withhold any significant export service assistance overseas to companies that did not have, at a minimum, a basic export business plan; and 

· supports closer and faster information links between Posts and the UK end of BTI. IT and culture changes seem necessary. 

SME mentoring
The Board felt that there was a role for BTI, operators and larger exporters to assist SMEs in:

· developing sensible export business plans 

· understanding the importance of establishing local agents, partnerships, and -increasingly - manufacture in overseas markets 

· providing an understanding of different ways of going about business in particular markets. 

· encouraging the establishment of collaborative SME marketing groups among SMEs 

· developing a better understanding of the technical and commercial requirements for international projects. 

The Board considered it particularly important that SME exporters should recognise the importance which overseas customers/Governments attached to achieving certain levels of local content. It was, therefore, important that SMEs should understand how best to establish, and operate, JVs; and successfully undertake local acquisitions. The Board also recognised that picking the correct local contact was a critical aspect of success. The Board considered that good use had been made of CRINE as a means of interesting, and opening doors, in overseas markets. Whatever happened to CRINE, this expertise should be consolidated and continue to be traded on.

