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IMPROVED PROJECTS EXECUTION & CONTRACT STRATEGIES? 
ADVANCED PROJECTS CONFERENCE - STAVANGER NOVEMBER 1993 

The industry is searching for more effective ways to develop North Sea oil and gas 
assets. Hyde, like many other projects, was uneconomic using current industry 
development and operation norms. BP, as a result, challenged its management to 
change the norms and achieve new levels of performance. 

The Hyde field was discovered in 1967. At that time, and until late 1991, it was 
assessed non-commercial. Between discovery and late 1991, gas prices increased 
in real terms but not as much as capital and operating costs. 

The initial BP challenge for Hyde was to make it commercial. This was taken up 
by a manager who realised that, "you cannot get a different result by doing things 
the same way". So, a substantially different approach (for BP) was embarked 
upon. The full nature and scope of this change in approach did not become clear 
until well into the project. "Everyone was learning, and continued to learn." 

SANCTION PHASE 

Three parties (BP, UiE and KHG), at their own risk, worked together to develop a 

scenario to achieve a robust commercial return on the development. The project 

came forward for approval in an environment where BP had declared an intention 

to save 30% on a "business as usual" (BAU) estimate. 

The strategy arrived at by the parties included: 

design based on Amethyst C ID (topsides only) 

fully integrated team 

incentive driven contract with extra reward for performance better 

than target(s) 

an alliance relationship with joint accountability 
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The objectives of the strategy were to align the contractors' goals with those of 
the operator, while replacing confrontational relationships with co-operation 
between all parties. In addition, it was intended to harness and Integrate the 
strengths and expertise of all parties towards achieving the project goals. 

Sanction was achieved in January 1992, with a Jointly agreed budget target of £F 1 
million (excluding drilling). 

The work scope included providing all the engineering equipment, materials, 
fabrication, etc, through to start-up and one month's operation of the platform, 
pipeline, and onshore terminal expansion modifications. Drilling remained outside 
the Alliance scope. 

Besides overcoming the commercial hurdle, BP also had to find the necessary funds 
for the development, as money for Hyde was not available in the 1992 budget. 
Statoil came to the rescue through acquiring a significant share in the field. 

BREAKING THE MOULD 

The team realised at the beginning that they would have to do something different 
in order to achieve the objectives set out. They initially concentrated on creating 
a commercial, contractual and organisational framework that aligned the parties' 
objectives as described above. 

In Figure 1, a "Results Pyramid" illustrates why they attacked this problem first. 
The Relationship level in the pyramid determines "what is possible" (the next level 
up), which ultimately leads to results achieved. Creating a relationship structure 
that maximises "what is possible" for Hyde was the first step taken towards its 
success. 
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Features of the Hyde relationship that made it different from BAU included the fully 
integrated team accountable to a Hyde Directors Panel (HDP). The panel was 
made up of a senior manager from each Alliance member organisation. The panel 
had a rotating chairman, met once a month with the team leader plus other 
invitees, and operated on the basis of consensus. It acted as the client with 
respect to the project team, with the following specific purposes. 

stewardship of the Hyde Project and support of the project team 
leader 
integration of diverse corporate experiences in support of project 
targets 
monitoring progress, setting targets for continuous Improvement and 
acknowledging success 

In effect, BP/Statoil shared its authority with the contractors' Alliance 
representatives through the panel structure (possibly a first for the North Sea). 

The contract for the relationship did not permit dispute between the parties. All 
parties were jointly accountable for the project's success or failure up to their 
commercial limits. The seven page contract document (again a possible first), plus 
attachments, set out: 

conditions of satisfaction (5 each) 
commercial basis for changes-in and project budget target 
risk and reward incentives 
scope of work 
terms and conditions 

The strength of the contract was in Its simplicity, and the lack of a mechanism to 
claim against each other. Commercial responsibility was on an "ability to influence 
the outcome" principle. Refer to Figure 2 for the Risk/Reward principles. 
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The conditions of satisfaction for the contract were also straightforward. They 
were: 

five day trial run at peak production without interruption 
receipt of a certificate of fitness 
receipt of a consent to return to use West Sole export line 
operator acceptance of the facilities and funds for outstanding work 
(if any) 
demonstration that overall production availability was not less than 
99.8% over a 30 day period. 

This relationship created the possibility for a breakthrough result, but the Alliance 
parties realised their historic behaviours did not support the culture needed to make 
the relationship work effectively. 

As an 'insurance policy" for success (my words) the team, including the HOP, 
decided to engage a team development consultant. The consultant in turn bought 
into the performance related reward scheme and agreed fees based on the team's 
success. 

To take you back to the result model for a moment, below Relationship level on the 
Results Pyramid are Behaviours, Attitudes, Beliefs and Values. In effect, what the 
Hyde team attempted to do, and achieved in the first three months of the project, 
was to produce a fundamental shift on their behaviour patterns which then enabled 
them to use the established relationships in a way that maximised the possibilities 
for Hyde's success. 

I don't mean to give the impression that this was an easy task or that all of the 
team members were "on board". It wasn't, and they were not. But a critical mass 
enrolled in the programme, and that is what it took to effect a meaningful change, 
(ie enough key people on the team with the right attitudes to drive and support a 
breakthrough effort). Coaching by the team development consultant was used 
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throughout the project to ground and root the team in their newfound skills and 
attitudes. The coaching also established an extra link between the HDP and the 
project team, which helped the HDP perform its function more effectively. In 
hindsight, coaching was an essential part of the team development and results 
achievement by providing effective support to problem (breakdown) management 
and resolution. 

BREAKTHROUGH 

A new word creeping into our field development vocabulary is breakthrough. 
Simply stated it is an extraordinary result. The results achieved on Hyde are 
considered extraordinary by many people. Tim Eggar said at the Hyde inauguration 
recently, "The success of Hyde is noteworthy. It provides hope for the offshore 
industry, which should study how it was achieved". 

So, what is extraordinary about Hyde? 

A few facts. 

Design time: 5.5 months 
Fabrication duration: 12 months 
Actual costs: 25% below the 50% probable cost estimate 
Start to Start-up: 17 months (15 months was possible) 
Weld repair rate: 1 % 
Lost time accidents: 1 per 10 Bmanhours 

Attention to project costs was rooted in team behaviour, Each manager in the 
integrated team had cost accountability for his individual area of responsibility. 
Savings targets were agreed with the accountable manager for each area, and then 
the team worked in unison to achieve the targets. 
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As can be seen from the following summary, reductions were achieved In all but 
one area: 

% saved % of savings 
Project Management 21 11 
Engineering (53) (8) 
Fabrication 34 23 
Installation 29 38 
Hook-up and commissioning 43 10 
Quality and compliance 60 8 
Services and materials 19 18 
TOTAL 25 100 

The Hyde result is extraordinary for BP/Statoil. This has been acknowledged at the 
highest levels of their companies' managements. It is "a point" on a continuum of 
possible performance outcomes. Other companies and in different parts of the 
world operate in less and more effective ways. What is important is if there are 
lessons to be learned from Hyde's experience that we are open-minded enough to 
recognise them and take action using them to mutual benefit. 

In addition to the time and cost results, there were the technical breakthroughs we, 
as engineers, like to focus on. Some of Hyde's include: 

7 site queries/changes 
the use of a pipeline self burial system 
the use of swedged piles In lieu of grouted 
removal of the bottom frame on the jacket for docking and conductor 

guides 
addition to original design of production water handling, lifeboat, 
increased capacity by 10%, a safe haven with no adverse schedule 
impact on the project, and costs were absorbed in the project budget 
targets. 
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These types of achievements are more likely on a project when the right attitudes 
exists within the team and operator's management. What enabled the technical, 
commercial and schedule breakthroughs to occur was the team's behaviour and 
their relationship with all parties. 

For the Hyde project, drilling and operations were not part of the Alliance. But the 
Alliance team's relationship with these functions was good and produced some 
excellent results. Such as a 43% reduction in hook-up and commissioning costs 
aided, of course, by a completed onshore fabrication programme. 

An example of breakthrough results and the inherent team culture that existed on 
Hyde is borne out by the project's experience of budget target setting and 
achievement. 

At project sanction a 50% probable cost target was agreed between Alliance 
parties which, had been independently audited by BP Engineering. 

Following team development training the project team decided it wanted to achieve 
an extraordinary result and set, with some encouragement from the HDP, a new 
budget target of 37% probable. Based on further training, coaching and some 
Hyde project experience under their belt, it was discovered by the HOP that the 
team did not consider 37% a real challenge (they already figured they could make 
it). 

The HDP challenged the team for a more aggressive target, and 15% probable 
target was established by them, A few months later the team advised the Panel 
they were resetting the targets to 3% probable, and have been consistently 
lowering the target for final outturn cost through to completion. The final result 
was beyond all expectations, and essentially a zero probability outcome. 
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This type of behaviour is what the "New Era" in the North Sea is about. Hyde is 
one of the first examples. Other New Era type behaviours practised by the team 
included: 

Focused on results: individuals identified with the team and targets, 
not company of employment 

Maintain discomfort with the declared targets: no-one was left to feel 
comfortable or felt comfortable 

Declaration of intentions: willing to live with a higher level of risk 
Freedom to succeed or fail: HDP acknowledged success and failure while 

providing support without retribution 
Willing to set unachievable tergets (based on BAU experience) 
Trust: between team members, HDP and third parties 
Honest and direct communications: expectation of 100% support from each 

other and willing to complain if it was not 
immediately received 

Generous listening: to each other's requests 
Unreasonable: willing to make unreasonable requests (when 

compared to BAU) of colleagues and have them 
made of you 

Is "THIS" the most important experience we can learn from Hyde? The behaviours 
that the team practised "are not it"7 

Appropriate attitudes, beliefs and values resulting in supportive behaviour, a 
powerful form of relationship and technology are only tools for the team and its 
management to use. 

Along with these tools we must also have vision, leadership, discipline, experience 
and the freedom to act. Hyde was fortunate to have all of these tools, capabilities 
and experiences within the team and management. It also had its fair share of 
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disbelievers. However, a critical mass of aligned and committed people existed, 

which overcame the drag created by the "BAU" contingent within the team. 

COULD HYDE HAVE BEEN BETTER? 

Every effort undertaken by man could be better - we are only human. From a cost 
reduction standpoint, money could have been saved on the plant configuration. 
Hyde was a clone and not an optimum design (SO/20 rule). Hyde was 20% 
through a normal development with a "fixed" design at its start. Hence 80% of 
the cost reduction opportunities had been eliminated. 

Specific areas of improvement for future projects identified by the team and which 
they believe would have further benefited Hyde include: 

wider membership in the Alliance 
greater alignment of the parties 
stronger inter-relationship between project, operations and drilling 
more focus on balancing life cycle costs 
expand approach to include supplier relationships 
early enrolment in opex targets 
development and transferability of the team culture 

In summary, the approach used for the Hyde project and the behaviours practised 
by a critical mass of the companies and the individuals involved combined to 
achieve the Hyde experience. The challenge to the industry is to consistently 
repeat and improve upon these results for all future projects. 
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