Supply Chain Systems and Process Implementation

In the ever-evolving landscape of the oil and gas industry, operational efficiency and supply chain
optimization are paramount. This article delves into a comprehensive supply chain systems
implementation project undertaken by a Fortune 20 oil and gas company across four countries:
Azerbaijan, the Republic of Georgia, Brazil, and Angola. The project involved deploying SAP, SAP
Ariba, and Maximo as part of the company's supply chain "backbone" systems across global
business units, impacting over 2,000 supply chain staff. Beyond system implementation, the
initiative encompassed category management deployment, extensive coaching and training for
staff, meticulous project management of capital projects, and significant process improvements.
The transformation not only streamlined operations but also aligned the company with health,
safety, and environmental (HSE) regulations and government requirements.

Introduction

The oil and gas industry operates on a global scale, with companies managing complex supply
chains that span multiple countries and continents. Efficient supply chain management is critical
for minimizing costs, ensuring regulatory compliance, and maintaining a competitive edge. This
article examines a large-scale supply chain systems implementation project for a Fortune 20 oil
and gas company, focusing on the strategic deployment of SAP, SAP Ariba, and Maximo systems
across four countries. The project also included several other workstreams aimed at enhancing the
company's supply chain capabilities and aligning them with best practices and regulatory
requirements.

Chapter 1: The Imperative for Supply Chain Transformation
1.1 Industry Challenges

The oil and gas industry faces numerous challenges, including fluctuating commodity prices,
stringent environmental regulations, and geopolitical uncertainties. Companies must navigate:

= Operational Inefficiencies: Legacy systems and fragmented processes can lead to delays and
increased operational costs.

= Regulatory Compliance: Varying HSE and government regulations across countries require
adaptable and compliant supply chain processes.

= Global Coordination: Managing a dispersed workforce and supply chain activities across
multiple countries demands robust systems and processes.

1.2 Project Objectives

To address these challenges, the company embarked on a transformative project with the following
objectives:
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= System Implementation: Deploy SAP, SAP Ariba, and Maximo systems to create an integrated
supply chain backbone.

= Category Management Deployment: Establish a new supply chain team with a focus on
category management.

= Staff Training and Development: Coach and train over 240 procurement and supply chain
staff.

= Project Management: Oversee major capital projects to improve operational infrastructure.

= Process Improvement: Streamline processes to reduce delays and enhance efficiency.

Chapter 2: Implementing the Supply Chain "Backbone" Systems
2.1 Selection of Systems
The choice of SAP, SAP Ariba, and Maximo was strategic:

=  SAP: Provides robust enterprise resource planning (ERP) capabilities, integrating various
business functions.

= SAP Ariba: Facilitates procurement processes, supplier management, and sourcing
activities.

= Maximo: Offers comprehensive asset management solutions, crucial for maintenance and
operational efficiency.

2.2 Implementation Strategy
2.2.1 Global Alignhment

= Standardization: Implementing uniform systems across all business units to ensure
consistency.

= Customization: Tailoring system configurations to meet local regulatory requirements and
operational needs.

2.2.2 Phased Rollout

= Pilot Programs: Initiating the rollout in select locations to test functionalities and gather
feedback.

=  Scaling Up: Gradually extending implementation to all four countries based on insights
from pilot programs.

2.3 Challenges and Solutions
2.3.1 Technical Challenges
Data Migration: Transferring data from legacy systems required meticulous planning.
=  Solution: Established data cleansing and validation protocols.
System Integration: Ensuring seamless integration between SAP, SAP Ariba, and Maximo.

= Solution: Developed middleware solutions and conducted extensive testing.
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2.3.2 Human Factors
User Adoption: Resistance to change from staff accustomed to legacy systems.

= Solution: Implemented change management strategies, including communication plans
and incentives.

2.4 Impact on Supply Chain Staff

= Enhanced Capabilities: Staff gained access to advanced tools for procurement, asset
management, and data analytics.

= Improved Efficiency: Automation of routine tasks allowed staff to focus on strategic
activities.

= Global Collaboration: Unified systems facilitated better coordination among teams across
different countries.

Chapter 3: Category Management Deployment
3.1 Establishing the New Supply Chain Team
3.1.1 Team Composition

= Size: Ateam of 22 procurement and supply chain management members.
= Roles: Included category managers, analysts, and compliance specialists.

3.1.2 Recruitment and Onboarding

= Skill Assessment: Identified skill gaps and recruited talent with expertise in category
management.

= Training Programs: Developed onboarding programs to familiarize new team members with
company processes and systems.

3.2 Spend and Contract Analysis
3.2.1 Data Collection

= Spend Analysis: Gathered data on historical spend across various categories.
= Contract Review: Evaluated existing contracts for terms, compliance, and performance.

3.2.2 Prioritization and Alighment

= Risk Assessment: Identified high-risk areas based on spend, supplier performance, and
regulatory compliance.

= Alignment with HSE and Government Regulations: Ensured all category strategies
complied with local and international regulations.

3.3 Implementing BP’s Common Process

3.3.1 Standardization of Procedures
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= Policies and Guidelines: Adopted standardized procurement policies across all regions.
= Process Templates: Developed templates for sourcing, contracting, and supplier
management.

3.3.2 Benefits Realized

= Cost Savings: Optimized sourcing strategies led to better pricing and terms.

= Compliance Assurance: Standardized processes reduced the risk of regulatory violations.

= Supplier Relationships: Improved engagement with suppliers through consistent
communication and performance management.

Chapter 4: Coaching and Training Supply Chain Staff
4.1 Training Objectives

= Skill Enhancement: Equip staff with the knowledge and tools for effective category
management and strategic sourcing.

= Process Understanding: Ensure staff are proficient in new systems and processes.

= Cultural Change: Foster a culture of continuous improvement and innovation.

4.2 Training Programs
4.2.1 Curriculum Development

= Topics Covered: Category management, market sector strategy, sourcing, contracting,
process execution, and use of templates.
= Learning Materials: Developed manuals, e-learning modules, and interactive workshops.

4.2.2 Delivery Methods

= Classroom Training: In-person sessions for hands-on learning and interaction.

=  Online Modules: Flexible e-learning options for remote staff.

= On-the-Job Coaching: Mentoring programs pairing less experienced staff with seasoned
professionals.

4.3 Impact on Staff Performance

= Enhanced Competencies: Staff demonstrated improved strategic thinking and decision-
making skills.

= Increased Productivity: Familiarity with new systems and processes led to faster execution
of tasks.

= Employee Satisfaction: Investment in staff development boosted morale and retention
rates.

Chapter 5: Project Management of Capital Projects

5.1 Overview of Capital Projects
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5.1.1 Office Tower Project

= Objective: Purchase and design/fit-out of a new office tower accommodating over 2,000
staff.
= Scope: Included architectural design, construction management, and facility integration.

5.1.2 Fleet Management Transition

= Objective: Shift from managing an in-house fleet of vehicles and mini-buses to partnering
with a fleet management company.
= Scope: Covered asset disposal, contract negotiation, and service level agreements.

5.2 Project Management Strategies
5.2.1 Planning and Scheduling

= Project Plans: Developed detailed timelines with milestones and deliverables.
= Resource Allocation: Assigned project teams with clear roles and responsibilities.

5.2.2 Communication and Tracking

= Regular Updates: Provided stakeholders with progress reports and dashboards.
= Risk Management: Identified potential risks and implemented mitigation strategies.

5.3 Outcomes Achieved

=  Office Tower Project: Successfully completed on time and within budget, providing a
modern workspace that supports collaboration and productivity.

= Fleet Management Transition: Achieved cost savings through outsourcing, improved fleet
utilization, and enhanced safety measures.

Chapter 6: Process Improvement Initiatives
6.1 Materials Receiving and Customs Clearance
6.1.1 Initial Challenges

= Lengthy Delays: Materials receiving and customs clearance processes took over 120 days.
= Operational Impact: Delays caused project timelines to slip and increased holding costs.

6.1.2 Process Redesign

= Process Mapping: Identified bottlenecks and redundant steps in the current process.

= Stakeholder Engagement: Collaborated with customs officials and logistics providers to
streamline procedures.

= Technology Integration: Implemented electronic data interchange (EDI) systems for
documentation.

6.1.3 Results
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= Reduced Timeframes: Cut down clearance times from over 120 days to 26 days.
= Cost Savings: Lowered demurrage charges and storage fees.
= Improved Reliability: Enhanced predictability in supply chain operations.

6.2 E-Procurement for Indirect Categories
6.2.1 Challenges

= Manual Processes: Reliance on paper-based procurement led to inefficiencies.
= Lack of Visibility: Difficulty tracking spend on indirect categories.

6.2.2 Implementation of E-Procurement

= System Deployment: Leveraged SAP Ariba for electronic procurement processes.
=  Supplier Enablement: Onboarded suppliers to the e-procurement platform.
=  Workflow Automation: Automated approval processes and purchase order generation.

6.2.3 Benefits

= Faster Procurement Cycles: Reduced processing times for indirect purchases.
= Enhanced Compliance: Automated checks ensured adherence to procurement policies.
= Spend Visibility: Real-time data enabled better spend management and analysis.

6.3 Budget Forecasting and Tracking Tool
6.3.1 Need for Improvement

= Inefficient Tracking: Manual budgeting processes were time-consuming and error-prone.
= Limited Insights: Difficulty forecasting future material and service requirements.

6.3.2 Tool Development

= Integration with ERP Systems: Connected budgeting tools with SAP for real-time data.
= User-Friendly Interface: Desighed dashboards for easy interpretation of financial data.
= Predictive Analytics: Incorporated algorithms to forecast future spend based on trends.

6.3.3 Impact

= Accurate Forecasting: Improved budgeting accuracy by 20%.

= Better Decision-Making: Enabled proactive management of budgets and resources.

= Financial Accountability: Increased transparency and accountability in financial
management.

Chapter 7: Overarching Benefits and Strategic Alighment
7.1 Alignhment with HSE and Government Regulations

= Compliance Assurance: Standardized processes ensured compliance with diverse
regulatory requirements across countries.
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= Risk Mitigation: Proactive management of HSE risks through improved supplier selection
and monitoring.

7.2 Strategic Business Outcomes

= Operational Excellence: Streamlined processes and systems enhanced overall efficiency.

= Competitive Advantage: Improved supply chain capabilities positioned the company
favorably in the market.

= Scalability: Established a scalable model for future expansions and acquisitions.

7.3 Stakeholder Value

=  Employee Empowerment: Investment in training and development fostered a skilled and
motivated workforce.

=  Supplier Partnerships: Strengthened relationships with suppliers through better
collaboration and communication.

= Shareholder Returns: Operational efficiencies and cost savings contributed to improved
financial performance.

Conclusion

The supply chain systems implementation project undertaken by the Fortune 20 oil and gas
company exemplifies a holistic approach to transformation. By integrating advanced systems like
SAP, SAP Ariba, and Maximo, the company established a robust supply chain backbone that
supports global operations. Complementing the technological advancements were strategic
initiatives in category management deployment, staff training, meticulous project management,
and targeted process improvements. The project's success was reflected not only in operational
efficiencies and cost savings but also in enhanced compliance with HSE and government
regulations, improved stakeholder relationships, and a stronger strategic position in the industry.
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