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PILOT / DTI Business to Business Mentoring Initiative

CASE STUDY

PHASE 1

October 2000 – May 2002 

MENTOR 

Steve Norton, Shell UK 

MENTEE  

Mark Skinner, John Bell Pipeline 

Business 2 Business – CASE STUDY

Aim

The purpose of this report is to capture the collective experience gained and lessons learned during the Business 2 Business (B2B) mentoring initiative.  In particular how we developed a long term relationship that allowed mutual understanding of each other’s business and the opportunity to have lateral learning between the 2 businesses.

Background

SME:

Mark Skinner, Director of John Bell Pipeline Equipment Ltd (JBP) joined the company during 1992 as Sales Manager for its Valve division. Mark had worked for Keystone as a field sales manager the previous nine years.

As a son of Aberdeen, Mark, like many of his generation, has been immersed in the Oil & Gas industry by both living and working in its environment for over 20 years. But he has had the opportunity to travel abroad and work in various other Oil & Gas capitals and has a rounded view of the global mechanics of how each region operates.

JBP opened for business at its Stoneywood site in 1976 as one of the first supply/stockist companies offering pipe, flanges and fittings. Its main driver to market was service and quality. Various agreements and contracts were awarded due to this mind set and also to the innovation of systems and processes it offered its customer, this very much prior to any supply chain management initiatives. The company grew in that it offered customers a range of products covering valves, steel, bolting & gaskets and most recently composite construction material. Innovation is a key element for JBP and it is the service of surplus stock management, which has given many of its customers some real savings when either buying or selling. During 1995 Brian Thomson, the then Financial Director, and Mark Skinner purchased JBP from John Bell in a Management Buy Out (MBO), which then saw them as the new owners of JBP.

Since then the company has increased its market share within the region and successfully expanded into the export market. JBP is a true SME operation and proud of its independence. It currently employs twenty people between its Aberdeen & Peterhead stocking facilities.

Mentor:

Steve Norton graduated from the University of Hull and joined Shell in 1989. He has 10 years overseas experience with Shell E & P in Holland and Oman, primarily supervising and planning well engineering activities and planning exploration operations. Steve joined Shell Expro in Aberdeen at the end of 1999. For the first 18 months in Shell Expro he worked in New Business Development on economics, planning and risk management activities for new project developments in the North Sea. During this time he worked in the team that successfully achieved project sanction in the summer of 2001 for the Penguins development. Since then Steve has been working on the project team re-organising Shell Expro’s onshore activities in Aberdeen. Steve has a broad knowledge of the local and international E & P business combined with a strong subsurface skills base. He is a Chartered Mechanical Engineer and a member of SPE.

At the start of the initiative Steve and Mark quickly developed a flexible style of working. The meeting schedule was driven by need and occurred as the specific objectives and actions were tackled. 

Objectives

The objectives were set during the first few months of the initiative. The initial desire was to limit the detailed actions to ensure the greatest chance of delivery. During the initiative the number of objectives increased and some of the early actions dropped off because they were closed out or because they were no longer pursued.  The total list of the objectives that were discussed and pursued during the initiative can be found below.

SME Objectives

1. Re-establish JBPL sales/profit levels of 1997/1998.


2. Increase export business following trend of previous 3 years.

3. Increase/establish business with Operators / Contractors.

4. Increase awareness of surplus stock management re. Pipe, fittings & flanges and review strategy for global coverage.


5. First Point Assessment Ltd (FPAL) – understand how operators use this as a tendering tool.

6. Improve Depth Of Management

Personal objectives of Steve Norton

1. Understanding an SME

2. Provide insight into Shell

3. Transfer cost saving idea

Lessons Learned/Achievements

For each of the objectives we’ve provided a brief commentary of the actions and achievements to describe the success of the relationship. 

Re-establish JBP sales/profit levels of 1997/1998

The team within JBP has achieved this objective, it looks as though 2001/2002 will see the highest turnover and profit levels the company has ever enjoyed. It would not be true however to say this is due to the initiative alone. Everything helps however and no doubt some influence has come to bear. When we started the initiative 18 months ago the market was just picking itself up from the doldrums. A turnaround in activity had produced a great deal of opportunities, which we have successfully capitalised on. This due to our business model and our services & products being exactly what the customer wanted. We also won a great number of agreements during this period which is ideal for sustained growth in our volatile market place.

Increase export business following trend of previous 3 years

Direct export sales have probably been static during the past 18 months due to the Middle East region not really picking up as quickly as the European sector. However, we have seen a huge upturn in passive export orders to our Aberdeen based customers. We are actually hanging on to the coat tails of these companies who are working in the global oil & gas capitals. Emphasis is definitely with Northern & Sub-Sahara Africa, former soviet countries and some Gulf States. Other countries also but with smaller associated sales.

Passive exporting is less of a risk with our Aberdeen customers regards payments and is a cost effective way for us to get our product to market. The only down side is that our equipment is seen as kit supplied on OEM supply and the end user in country is not aware of JBP its products or services offered.

We are happy to be involved within the supply chain with regard to such supply and proves that a great deal of the equipment we are supplying is not destined for the North Sea. We would estimate that 40% is export based and that this will rise over the next few years. Aberdeen has become a centre of excellence for the global market to tap into and utilise its innovative products, services and practices. If SME companies do not realise this now and actively pursue these opportunities they will lose out in the medium to long term as companies working on these overseas projects are looking to form good supply chain links with regard to technical and commercial terms. We will not have companies competing with each other but streams of supply chains competing for business.

We are currently overhauling our export sales strategy based on the above and the key for us is to reduce risk and exposure. We must ensure that when forming an alliance with companies overseas they have access to varied sales revenue streams that can fund our efforts and then decide if stocks can be put in place to service the market. We have a live example at present within Azerbaijan where we have formed an alliance with a company who has global coverage of their services but now within the CIS wants to offer a basket of goods, some stock based. We can compliment their scope and will consider stock later this year.

Increase / establish business with Operators / Contractors

JBP has never been strong within these areas, as they have often found it difficult to find the right person to speak to. JBP also found these groups to be more conservative with regards to looking at new ideas and processes. In addition the globalisation of supply via pan – continental agreements has made it very difficult for companies like JBP to be considered for supply of goods and services.

Although we are happy with the results we have achieved and the progress we have made during the initiative we do not feel that sufficient progress has been made through networking with the other companies involved in the initiative. Networking beyond the formal pairing might have been more successful if the SMEs had briefly presented their company early in the initiative or if some early findings had been circulated within the group. The event at PSL planned for May this year will be a good opportunity to better understand the business of the other companies involved in the initiative, it would have been more advantageous to have had such an event within the first six months of the initiative starting.

Increase awareness of surplus stock management

JBP has developed an innovative process to assist operators to dispose of surplus piping material in the most economically viable way possible by taking the stock from them on consignment and either free issuing it back to them for future projects or by selling it back into the supply chain (the stockist / distribution companies for piping, flanges & fittings who handle 100% of new enquiries). Operators do not have a mechanism for accessing what they have in stock and on most occasions’ buy new. When they eventually decide to dispose of surplus they get minimal price for the goods. We help both client & vendor in that we can utilise current stock for client based on consigned material and in the event of an order for some of their surplus material we have it to sell to another party at a much greater percentage than the usual nominal fee they are used to.  

From such a sale JBP & client agree to share the profits. The vendor when purchasing the material also wins, as they will normally be allowed to purchase the material at a much reduced price compared to new. It makes them competitive when reselling and thus giving their client the best deal possible on a reduced lead-time which is effectively x/stock Aberdeen. What we offer is true ‘GREEN PROCUREMENT’.

During the initiative we have tried to understand the barriers that currently exist to make it difficult for an SME to introduce such an innovative process. Through various discussions that we’ve held the following has been established.

· Visionary champions within the operators are required to initially see the benefits and who are then prepared to ensure that all departments utilise the stock that is available and that they also advise their sub-contractors such as the engineering contractors. Meeting and establishing such a champion in the various operators has been the biggest hurdle with this initiative.

· When global supply agreements are in place the operator is reluctant to purchase a product through a different supplier. Even when the supplier operates in the local market and can supply the product at a lower price and in a shorter lead-time.

· When an ISC-operator relationship exists the SME generally deals directly with the ISC personnel. The gap in the supply chain becomes so long that the SME no longer knows who to speak to in the operator organisation which is essential if the “champions” described above are to be found.

· It is now more common to have buy-back clauses written into supply agreements such that any surplus stock is returned to the supplier.

· In times of higher oil prices and a buoyant local economy the savings offered by this scheme (when considered against the total project spend) are seen as small in the eyes of the operator / contractors. 

First Point Assessment Ltd 

JBP feel that the primary area for improvement is that the benefits of using FPAL are not sufficiently understood through the subscriber organisations, which lead to under utilisation of the scheme. The concerns that JBP have about FPAL were raised through the joint feedback session organised by the DTI during the initiative. Providing this collective feedback from the SMEs to FPAL is seen as being more powerful than individual SMEs raising their concerns.

Improve depth of management

An all too common problem with SME’s is that often owner managers take on all the managerial tasks. It was first considered that JBP would contract out the training of key staff to a firm that specialises in managerial courses. After careful review we decided that it would be better to develop an in house solution. Time will be allocated to effectively mentor 2 staff members who will be groomed for assisting the Directors of JBP. The directors know their company better than any outsourced firm and will be able to maximise the learning over a longer period of time with training being carried out on the job. Formal training courses are expensive and often seen as the biggest negative to carrying out the task yourself. It does come second however to having staff tied up for day/s which is the biggest problem for SMEs which have little fat to fill the gap when fellow staff members are occupied elsewhere.

Understanding an SME

The initiative has significantly increased my understanding of an SME through a number of areas. The discussions with Mark have highlighted the issues and challenges faced by an SME and given me an understanding of JBP’s business drivers. Through the B2B mentor community my knowledge of the wider UK oil and gas industry has increased. I also attended the LOGIC Supply Chain Management training course.  I now better realise the importance of SMEs in the supply chain and how they can provide innovative and cost saving ideas.

Provide insight into Shell

In our meetings and discussions I’ve tried to provide Mark with a different perspective of issues and challenges that would reflect the thinking of a large operator. Within the framework of the signed B2B agreement I’ve helped Mark understand the structure and organisation of Shell Expro to assist him in making the right contacts within the company.

Transfer cost saving idea

SMEs are the source of many innovative ideas, John Bell Pipeline are no exception. They trade in a competitive area of the business and must be innovative to stay ahead of the competition. Some of the issues and challenges associated with transferring these ideas to operators can be seen in our description of the surplus stock management described above. To date the take up of this concept within Shell has been limited, although it clearly has potential. After the end of the initiative I will stay in contact with Mark, in particular to see whether the adoption of this concept by the operators becomes more widespread.

Overall Conclusions

The initiative has proven to be mutually beneficial. Steve’s involvement in the scheme has enabled him to learn a great deal about how an SME operates and Shell Expro has had the opportunity to actively demonstrate its commitment to SMEs and their exposure to this valuable area of the supply chain. JBP has benefited from having an impartial adviser who now appreciates the demands of the oil and gas industry and pressures that are applied to SMEs from the operators and contractors. The sharing and learning that has been gained from the initiative will hopefully help both organisations influence future decision making regards the supply chain and waste management policy.
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