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People will be a constraint, at least in the near term

Graduate PTP Supply — Demand Balance 2005 - 2009
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Presenter
Presentation Notes
This is for petro technical professionals.  Anecdotally, the same trends apply to other areas like operations

This is a rigorous benchmarking result from an annual survey.

SPE is a formal sponsor of the survey, and many of your companies likely participate (thank you).

The supply is the white line, increasing from around 6000 per year, and projected to increase to around 8000 by 2009

The demand bars are blue below the supply line, and red above it to show a gap.

A couple of important qualifications of this data.

The supply and demand figures are global.  The imbalance is greater in North America.

This assumes most graduates go to the industry.  So, the last place guy at [pick your university] has a job!

The data prove what we all suspect:

Good, qualified people are hard to find.  And, even with increases in supply of graduates, this could be a chronic situation in the industry for several years.


=
In the near term, the problem is being addressed

Recruiting has increased
More work has been outsourced
Projects have been deferred as factor costs have risen

Many companies increased dividends or bought back stock,
decreasing the amount of capital which has to be invested
In growing the production base

Fewer news stories about the E&P people crisis
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Presenter
Presentation Notes
Companies are responding, in many cases ingeniously

They are working both the supply side and the demand side

Recruiting is up, and the largely zero-sum game of mid-careers goes on

A lot of the really interesting work has been on the demand side.  Outsourcing, project deferrals, even capital returns to shareholders,  all cut down on hiring needs

These measures have had an effect – the crisis that was talked about in 2006 has gone much quieter in 2007


=
The human capital problem has been deferred, not solved

Companies learned to slow development of staff between
1985-2005, which has not been fully reversed

Functional groups have been re-founded but many
organizations still lean toward near-term operational
optimization

Companies have recruited more internationally, but the
leadership in 2025 does not reflect the target asset mix at that
time

Managing down demand has its limits, and consequences
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Presenter
Presentation Notes
We are hearing relative quiet now.  This will become a real crisis if companies feel that they have to grow organically.
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Some companies clearly can develop staff faster
than others
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Presenter
Presentation Notes
Our annual HR benchmarking study looks at practices as well as absolute numbers

As companies ramped up recruiting, last year we asked about developing this new crop

This is one way [only] of addressing the crew change

The results were very interesting – we found 2 clusters of companies, not cut by NOC vs. IOC or Independent

We labeled the two clusters Conservative and Innovative, to not attach value to either group (it’s always good to be a conservative in Texas)

The horizontal axis labels are from the survey.  We came up with common descriptions to show progression

The Conservative companies were slower to devolve responsibility to new professionals, so that the same decision made by a 4-year professional in an Innovator company would be made by a 12-year professional in a Conservative company.

Certainly, with the crew change, all companies are going to have to look at some of the Innovator approaches, even if it goes against the grain of their culture.




The leadership challenge of today Is whether
companies will truly re-commit to growth

Most actions taken so far will not alter the long term supply balance
for human capital

The human capital challenge will only be met when large numbers of
highly qualified young people choose to spend a large portion of their
careers in the energy industry

That sale will only be made when the leading companies in the
Industry are viewed as growth companies

While growth goals have been announced publicly, the investment
pattern, employment history, and production profile of the industry do
not necessarily project a growth message
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Building credibility around growth

Litmus Tests

Have plow-back ratios increased to expand the future production
base?

s the organization tuned to acquire and develop new assets?

Have exploration and development processes been updated to
reflect a heightened level of activity?

Have decision making processes been adjusted to encourage more
risk-taking?

Do measurement and reward systems favor the innovator over the
asset steward?
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