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Prompt - Reflect on the following conference delegate question and

feedback your thoughts at the end of presentation

Cyclical behaviour shift is a given and an absolute certainty in many sectors
(e.g. the offshore renewables and upstream oil & gas sectors).

Q.
Are long term hard commercial risk sharing collaboration arrangements and
new technology solutions being adopted by:

a) All large multi national client organisations and small to medium sized
organisations ?

b) mainly by the small to medium sized organisations ?

c) mainly by the larger multi national organisations ?

d) Very few at all ?



Insights:

The rationale for collaborative business practices across supply chains

U Why collaboration can be the jewel in the crown for organisations
managing projects in the private, public and $:ctors.

9¢  Collaborative arrangements:
U Industry context, sector dynamics & behavioural reflections.
U Different supply chain perspectives, drivers & interdependencies.

‘!g‘ Raising the gamethe CRAFT 8 Stage Life Cycle Model and ISO 44001

U The evolution and emergence of a new global standard for collaborative workin
In managing projects.
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Insights:

Qs
%

Risk and pricing considerations
U Collaborativeversudraditional contracting arrangements in managing projects.

Light house examples of collaborative success

U Panindustry supply chain collaboration: Examples of collaborative solutions
developed by the energy industry for the industry.
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Why Collaborate?

U AiColl aborationo is a term used glibly by m:
it with scepticism and guardedness.

U Collaboration is an ethos. It is the process of shared decision-making in which all the parties
with a stake in a process constructively explore and develop a joint strategy for action

U Creating an ethos of collaboration is based on the premise that the collaborative process
results in a win - win situation based on mutual trust where everyone involved can gain

U Considering whether to embrace a more collaborative contracting model or project
management model requires a comparative reflection on the way things are currently done
versus where they could be through greater collaboration

3 questions worth asking are:
@a», (0 Where is the organization now?
\@g‘ i Where does it want to be?
‘ U How is it going to get there?

The collaborative journey is as simple and as complex as that !
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Raising the Game !

Collaborative arrangements

Sector dynamicdehaviouraleflections
Different supply chain perspectives,
drivers & interdependencies.
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Breadth and reach of the energy sector supply chain

(Offshore renewables & Oil & Gas)

"1"“';, Organisational network supporting renewable

ﬁ? developers and O&G Operators with a primary
objective to create and supply energy to meet
demand.

Q?K Activities cover - Design, Build, Transportation
& Installation, Operational & Decommissioning
phases.

~ ~ Vast organisational range - onshore and
Q " offshore suppliers, service providers,
consultants and specialist advisers through
to the end user clients within operators.

jiwf Significant broader economic business flows to
¥ other non-core organisations necessary to
support the sector.




Sector dynamics - behavioural reflections (comparing sectors)

Oi | price volatility & Cyclical 0b
Commercial SCM Value management in Energy Sector

60%
X Professional Services
50% X Wholesale Financial
Services
X E&P 0il &Gas
40%
g ¢ X Software Services X
g 30% X Pharmaceuticals! 1 Networking Equipment
§ Yy Retail Financial Services
0 X IT Processors
_}-._- 20%
E 10% Household Products X X Tobacco Ploducts
Chemical Refining X X Aerospace
Food/ Retailing/
2% Telecoms ¥ X Cpntract X FMCG

Manufacturing X X ‘Automotive
Computer
0% Q Manufacture XCon StructionQ

10% 20% 30% 40% 30% 60% 70% 80% 90% 100%

% OF OUTSOURCED 3RP PARTY SPEND

o TRANS ACTIONAL Very low strategic
significance CYCLICAL Low/Medium strategic significance

o OPERATIONAL Medium/High strategic

significance Q CRITICAL Very High strategic significance
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Consequences of the Cyclical role of PSCM in Oil & Gas / Energy Sectors
What we have witnessed time and time again with oil & gas price fluctuations

Greater focus on outsourced4Pty

resource / spend when client revenue
falls & cost reduction is paramount (In
O&G typically 80% is outsourced off 3

pty spend)

Greater focus on sho#term cost
reduction targets rather than longerm
value for moneyconsiderations

Continuous crisis managemeimtith
limited collaborative planning of
innovation and adaptation within the
supply chain

Lack of continuous Value management
competence developmenwithin the
business

Behavioural shift

Wild-West = the use of short-term,
commercially adversarial cost down
sourcing techniques, with no thought for
the future of partners, or the sustainability
of the supply chain technically or
economically

Versus

Collaborative innovation = the use of
advanced value management techniques,
to encourage technical & economic
sustainability within the supply chain, and
to understand long, medium and short-
term value for money trade-offs in
sourcing decisions.

THERE IS MUCH THAT THE
EMERGING RENEWABLES SECTOR
CAN LEARN FROM OIL & GAS !l



Matrix - Looking down the Supply Chain

High

Risk

Low

(from the perspective of the client)

Client will want to move away|
form this contractual position s
soon as possible !

Bottleneck

Here we see tha
from the clients
perspective
contracts that it
has with supplier
that are in the
High Risk / High
Value category afe
CRITICAL to the
clients business
and hence good
relations are

Routine

Here we see that from a clients
perspectivesupplier contracts which afe
low risk/ low valué can routinely be rg
tendered and suppliers changed ouj!

CO ntraCt Val ue Here the Client is in a strong leverage position (L

indicated perhap
via a long term
collaborative
alliance !

Leverage

risk contract but with high procurement value wiHji
the suppliers will likely offer good discounts on
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Matrix - Looking up the Supply Chain

(from the perspective of the contractor)

The supplier will tend to view accounts with clientq that
are easy to deal with but which generate @dverag
revenue stream as DEVELOPMENT accounts to Work

H |g h on to get more business !

Account Attractiveness

Low

Development

Nuisance Exploitable

From thecontrcators
perspective
Client accounts whic
give a high revenue
stream & are
attractive in the senge
that the client is eas
to deal with will be
CORE business !

—

High

doesnot

This type of account the contracto

does pay on time, is not easily satis
(in effect a NUISANCE !)

Value of Business

need (c

zEF

High value accounts which are not easy in tggms
of dealing with the client tend to be

] EXPLOITED (Outcome ultimately tends to be
move either up or to the left !)




Prioritisation of Client / Customer BASE

(Perspective of the contractor)

Attractiveness to Supplier
Receptive to
Company Value () Quotes | Profitability =~ Opportunities innovation Competition Payment Kudos Total
Company (1) 560,668 1 4 4 4 5 5 4 26
Company (2) 2,733,772 8 4 3 4 4 3 3 [ 21
Company (3) 1,055,889 20 3 3 4 4 3 3 [ 20
Company (4) 496,819 1 3 4 3 5 3 2 20
Company (5) 459,653 2 4 4 4 3 2 2 [ 19
Company (6) 422,836 4 3 3 3 5 3 2 19
Company (7) 956,347 1 4 2 4 3 3 2 [ 18
Company (8) 469,158 1 3 3 3 4 3 2 [ 18
Company (9) 355,890 22 3 4 4 2 2 2 [ 17
Company (10) 246,484 2 3 3 4 1 3 2 [ 16
Company (11) 167,524 12 4 3 4 1 2 1 [ 15
Company (12) 4,061,639 6 2 4 4 2 1 1 [ 14
Company (13) 225012 1 2 3 3 1 2 2 [ 13
Company (14) 391,454 1 3 2 2 1 2 1 [ 11
Company (15) 210,926 1 2 2 1 1 2 1 [ 9

Note:/ f ASY i LINA2NRGAAFGAZ2Y Ay GSN¥Ya 2F FFGGNYOGAOSySaa (tactiKS
value ! (Other factors feature such as the effort involved in winning the work, how profitable is it ? Is there follow on oppaities ?

Is the client receptive to new ideas ? Is it a nice market or is there too much competition ? Does the client pay invoiteseon Is

there Kudos in working with a particular client (PR associated with blue chip clients)
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But where do these clients in the previous slide fit into the Matrix

(Looking up the Supply Chain) ?

LG OlFly 0SS &assSy Ay
FGOONI OUAGBSYySaaeg ao?z
placing them into the categories of :
A Develop

A Core ° O O

A Nuisance &
A Exploitable

From the
Contractors
perspective this is
a useful PSCM
tool to prioritise
its CLIENT
BASE
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Client Attractiveness

(from the perspective of the contractor)

High

5
2

‘ Exploitable

Account Attractiveness

Value of Business
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Constant Re-Bidding or Collaboration

What Are the Alternatives?

A There are a Number of Alternative Ways for Clients to Work with Suppliers:

Joint
Ventures

Performance
Partnership

Preferred
Suppliers

Contested
Suppliers

Short-Term Long-Term
Ar méength Type & Length of Relationship Full Collaboration

Few

Number of
Suppliers

Many
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Constant Re-Bidding or Collaboration

What Are the Alternatives?

A A 6Framework Agreementdé is not O6Col |l abor a

Framework Strategic

= Agreement Alliance

0 Long-Term g

S (4 years +)

= Preferred Joint Venture/

E Suppliers Performance Partnership

2>

o

o

@ : :

= Project Project

IS Short-Term Supplier Partnership

= (1-3 years)

(D)

— Contested Performance

Supplier Partnership

Ar m-éength Collaboration

Type of Supply Relationship

A Understand the differences between A r m-&ength and Collaborative

Relationships.




Raising the Game !

The emergence of a new Global Standard for
collaborative relationships (ISO 44001)

The CRAFT (8 stage life cycle model)
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Collaboration across organisations & projects

Globalisation and the onset of the 4th
industrial revolution (Digitalisation & Al)

“~=- The need for organizations to work
G]E‘“f together in a more integrated fashion has
\ perhaps never been more critical than in
t oday éace @laa ¢conomic
environment.

—— The impact of technological
‘l? advancements, digitalisation and Al
\ coupled with faster, slicker
communications and greater
transparency of business markets is the
catalyst for change.

.

-

— v .. - 2 =R oy = 2 ] -
R m & 3 2=
NN e sy : R
= * 4 - 3 ‘ E ”‘?: ﬁr ‘v" :4 s.i\ ‘: ‘
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The challenge of starting collaborative relationships

(1ISO 44001)

-~ Many organizations and regions have found it a struggle to start collaboration and
‘%\?‘” relationship programmes.

~~Until now there has been a lack of suitable available frameworks within which to develop
a?‘ creative collaborative ideas.

i/ The emergence of a new global standard for collaborative working in the shape of ISO
%Ff 44001 and the efforts of the Institute for Collaborative Working (ICW) is welcome news.

There is a growing trend towards long term models such as project joint ventures,
ﬁ]ﬁ consortia groupings, partnerships, alliances either between organisations or even
regionally across borders.

Such contract or business models can be highly complex and encompass a high degree
ﬂif' of interdependency where successful outcomes depend on the ability of organisations or
regions to embrace joined up collaborative thinking and work in an integrated fashion.
The risk and vulnerability of such are very much linked to whether effective relationship
have been built

TEF RETD el ROBERT GORDON
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Global Standard for collaborative relationships

(1ISO 44001)

Operational
4 SO 4400106 is a gl obal 3 b/ oArcaeteis v_e

%g relationships standard which represents a new
\ generation of International standard with a
focus on behaviours, organisational culture and
management processes providing a common
platform to underpin sustainable business

Vision, values,
leadership
and
objectives

Strategy,
outcomes and
implementation
plan

relationships and harness the benefits of . &
. . Do management Policies, N 5
collaborative Worklng. §~£ monitoring, people skills and 8 o
O 8-, measurement collaborative § 5
) ) ke ) & behaviours o2

The standard is essentially a sector neutral = =

Capability,
roles and
responsibilities

Continual
improvement
processes

ﬂg framework that encourages best practice for
i collaborative and partnering programmes.

governance,

management,

systems and
processes

~~ 1S0 44001 was launched in early 2017,
ﬂf however the journey to its creation emanated
from CRAFT (the 8 stage Life cycle model)
developed by Midas Projects Limited in Together
conjunction with the Institute for Collaborative The CRAFT (8 stage life cycle model)
Working.

SEFEET) .| F)ROBERT GORDON
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The CRAFT (8 stage life cycle model)

(incorporated within ISO 44001)

OPERATIONAL AWARENESS

For many larger organisations the cascading of
management systems will be influenced by the
impact of divisional and industry sectors.

KNOWLEDGE

Creating effective collaboration requires strategies
that are focused on the business objectives and
recognises the risks associated with greater
integration including knowledge management and
business continuity, underpinned by an exit strategy
to identify key concerns

INTERNAL ASSESSMENT

Understanding the strength and weaknesses of our
own organisations is critical if collaboration is to be
successful. This includes processes, skills and
experience compatible with the desired outcomes.

PARTNER SELECTION

Finding the right partner is critical but frequently is
based on assumptions or long standing traditional
relationships that can simply migrate. It is important
to understand the profile you are looking for and
how you will evaluate their capability to collaborate

sc‘

WORKING TOGETHER

— Establishing Joint governance for collaborative programmes an

" integrating this with effective contracting arrangements requires
careful attention taking into consideration the joint objectives an
those of the individual partners.

VALUE CREATION

The key to maintaining a strong relationship is to ensure that it
remains current and drives innovation to bring additional value t
the partners through joint continual improvement programmes.

STAYING TOGETHER

Joint management is crucial if relationships are to mature and
support people and the business environment. Effective
performance and behaviours should be monitored along with
issues and disputes which will be inevitable but can strengthen
relationships if handled effectively.

EXIT STRATEGY ACTIVATION

Maintaining a joint exit strategy is important to keep the partner:
focused. At the same time having clear rules for disengagemen
will frequently improve engagement throughout the life of the
relationship.

e
{3

. 4

¥
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The evolution of ISO 44001

(a blended framework solution)

Awareness
| 1. Scope > 5
&

2. Normative references >

Vision, values,

leadership

and
niti bjecti Strategy,
| 3. Terms Clnd deflnlhons > Disengagement G 'OUfCOH‘!eSYOI_"d
4 C 1‘ 1' f "_‘ - 1-' triggers and implementation
conrexr o e organisa |ons> S
>
q o0 cies, 0 —
| 5. Leadership > E£| | montoing people skills and| |8 =
5 8, measurement collaborative § S
= S O maturity o
6. Planning > o ois
Contil | Capability;
7. SUppOﬁ > imp?(r;vzrl-jnc:em roles and

processes responsibilities

| 8. Operational Awareness >
9. Performance Evaluation >
| 10. Improvement >

Working
Together

The CRAFT (8 stage life cycle model)

The ISO High level structure of management systems

A blended solution

’] = The new international standard ISO 44001 evolved as a result of blending of the CRAFT 8 stage Life cycle with the existing
§ E('

harmonised High level general structure for ISO management standards. The HLS was structured for individual organisations,
whilst the CRAFT 8 stage model embraced third party relationships.

ISO 4001 - a collaborative framework to enlighten joined up collaborative thinking

e ISO 44001 dosed not enforce a single, rigid approach; rather, it has more of a focus on providing a framework that can
= complement existing approaches where these are already in place. This is a sensible, pragmatic route to take because many
organizations wil/ be reluctant to O6throw the baby out dwast h t hi

simply for change sake! Indeed, this may not be possible anyway due to proven governance structures already embedded within
organizations.
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Guidelines for consideration

Risk and pricing considerations

Collaborative versus traditional
contracting arrangements in managing projects.
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Factors influencing successful project contract management

7,

-‘@.' t scope on time

roject scope to the appropriate level of quality
™ . o~
L Q

nof a specified project scope safely and with regard to minimising

ymentalimpact.
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Uncertainty & Risk

Project
complexity
leads to

4 )
Increased Uncertainty over Project

completion & final outturn cost &

higher risk to Client !
\_ /
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