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The subsea construction business is highly 
competitive, in particular due to global presence and 
varying demand in light of the current market 
condition of delayed projects, uncertainty in political 
and economic conditions. The contract price is still 
given the higher preference over the quality and long-
term relations. This keeps the contractors on their 

toes all the time.  

Also, required local presence and 
guaranteed minimum 
percentage of local content, 
scarcity of qualified resources 
pose additional challenges for 
this industry. Company faces 
strong competition from its 
global competitors and also from 

smaller regional players and less 
integrated offshore services 

providers. 

Future demand will be driven by developments in 
deeper waters. Oil majors have an urgent 
requirement to renew reserves to keep up with 
growing global demand for oil and gas and the largest 
prospects lie in deep water. The uncertainty in this 
new challenging least explored work front poses 
additional financial risk due to the potential failure in 
understanding the new environment and requirements 
of deep-water projects. 
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Oil and Gas exploration and extraction is one of the 
few industries that define the value of global 
economy. Yet it is one of the least talked about 
industry among global work force due to its shear 
image of challenging environment, capital-intensive 
operation, less attractive margin in terms of 
percentage with hoarse working environment. 

The absolute value of profit 
money and its all time global 
need make this industry 
attractive for Oil Companies, 
Investors, Service Providers and 
Shareholders. At the same time it 
is equally risky to lose huge sum 
of money failing the successful 
operation. 

As the oil fields are going deeper and 
deeper, subsea infrastructure is becoming more 
popular and feasible option. 

Subsea Construction companies are one of the service 
providers involved in building up the subsea 
infrastructures for oil and gas extraction. It typically 
forms 20% to 50% of the overall project cost. Oil field 
development can range from a billion to multi-billion 
dollars. The main asset being high-end installation 
vessels, the maintenance and standby cost is very 
high and should be minimized for company to be 
profitable. 

Global Supply Chain, Capital Intensive 
operations, Resource Management, Hoarse 
Environment, Rewarding Experience. 
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typically working with 10%-15% margin, this pie 
chart clearly shows that 55%(40%+15%) projects 
are still failing in terms of financial objective. 
Hence, for survival, most companies struggle to 
bring the project to breakeven and finishing with 
contingency money as profit margin. 
 

Third Pie chart represents the 
project performance in term of 
task completed on time. It is 
well understood that any delay 
will lead to additional cost and 
directly impact the project 
budget. It is surprising to see 
that task are “Mostly Late” at 
55-60% instances which is 
almost equal to the percentage 
the project over-runs the 
budget. Also, it is never 
completed ahead of schedule. 
This does not mean that 
project in this industry never 
completed before schedule, 
but at some cost to project.  
  
The last, but not the least, 
cumulative graph shows the 
percentage of revenue lost due 
to insufficient monitoring 
system. Extent of delays and 
budget overruns is discussed 
earlier, which ultimately 
contributes in loss to overall 
revenue. There are 37% 
projects that suffer revenue 
loss greater than 10%. As 
mentioned earlier most of the 
subsea construction projects 
are bided on 10% to 15% 
margin. Hence losing more than 
10% on revenue shall be 
considered as failure of 
projects. The failed percentage 
(37%=100%-63%) is very close to 
the global survey of 40% failure 
of projects. The 10% loss in 
revenue is a considerable 
amount and may equates to 
$1.5m to $100m in absolute 
term depending on the size of 
the project i.e. small to mega 
projects. 
 
It is very evident to take some 

immediate action in saving community money. 
Any small improvement in project execution can 
make big difference in company revenue and 
profit margins. Other constraints like scope and 
quality should be given equal importance. The 
success of subsea construction is highly dependent 
on their safety performance. 
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Maturity of Project Management 
 
Global Force, Rich Experience, Process 
Driven, Multicultural, Focused Objective 
 
The subsea construction industry works on the profit 
values and not in terms of 
percentage as the resulting 
percentage profit is not a very 
attractive figure.  
 
The project managers have to work 
in very low margin and try their 
best to ensure the maximum profit 
for their organization. PM team 
can’t afford to fail due to worst 
financial implications. 
 
Despite the rich global experience, 
focused objective and process 
driven, PM team still facing 
challenges in terms of multicultural 
workforce, global supply chain and 
new operational environment and 
as a result losing money on the 
project.  
 
There is a need to have fresh look 
into the approach and tools the PM 
team is working with in the current 
scenario. 
 

Performance Matrix 
 
The scoring presented is based on 
following guidelines.  
 

Severity (S) = No negative effect, 
10% over-run, 20% over-run, 30% 
over-run, >30% over-run. 
Frequency (F) = Never, Rarely, 50-
50, Often, Always. 
 

The Severity scoring is considered 
with respect to the subject scope 
only and analyzes the over-run for 
related activities only and not on 
the overall project. 
 
The bar graph presented on top 
reinforces the need of Good Project Formulation and 
Risk Assessment, as two top factors, to contribute in 
successful project execution. 
 
Second Pie chart represents the number of instances 
project overruns the budget and by how many 
percentage. With subsea construction industry 
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* Above data is based on survey 
carried out with PM and PTM from 
Subsea Construction Industry in 
APME region. 
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Potential Improvements 
 
New Framework, Fresh Approach, New tools, 
Recognitions and Rewards. 
 
As its first initiative, the industry need to widen its 
perspective by replacing “Triple Constraint Triangle” 
by “Platinum Pentagon”TM with Safety taking the 
prime position. This will help in widening the focus to 
the much bigger picture.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As shown in the picture Scope and Resources, Time 
and Quality go hand in hand with obvious 
dependencies on other factors. Cost control (not cost 
cutting) is kept on the top as prime control for 
successful project execution. 
 
Second initiative industry can consider towards 
implementing the following prerequisites for changing 
the approach towards project execution environment.                                   
 
 
 
 
 
 
 
 

 
 
Full Kit shall be implemented strictly, and work 
package should only be released when all the 
information is available to avoid any waiting and 
rework. 
 
Last but not the least, the reporting frequency shall 
be reviewed because one reporting cycle is not 
efficient at all the levels of project execution team.  
 
Task manager responsibility is to mobilize the 
reporting system as presented below. Project 
Manager can also get involved for higher reporting but 
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reporting to be kept at Task Manager level due to 
complete visibility. Task Manager plays very 
important role in successful delivery of any 
project. The following reporting cycle gives better 
control and visibility. 

To ensure the effective implementation of 
initiatives and efficient running of the projects, 
recognition and rewards shall be implemented for 
various levels of achievements.  
 

Summary: Paradigm Shift 
 
Organization with inefficient or new project 
planning and control processes, and runs relatively 
large number of quite similar projects in a matrix 
environment with main concern in meeting 
deadline, the above principles that are applicable 
to this environment within broader conventional 
project management methodology could be 
beneficial. Complete paradigm shift is required 
towards our approach to project execution in 
coming years. 
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Cost	  	  

Time	  	  

Resources	  Scope	  

Quality	  

SAFET
Y 

Key	  Pre-‐
Requisits	  

Daily	  Reporting	  
for	  each	  activity	  
in	  progress	  

Full-‐Kit	  Concept	  
(CTR-‐	  covering	  
all	  relevant	  
information)	  

No	  Multitasking	  -‐	  
Freeze	  and	  
Prioritize	  

Take	  out	  Student	  
Syndrome	  and	  
Parkinson	  effect	  

Focusing	  on	  one	  
task	  on	  Critical	  
Path	  at	  a	  time	  

Resource	  à(Daily)àTask	  Manager	  à 	  (Weekly)	  à 	  PM	  
	  
	   	   	   	  	  	  	  	  	  	  	  	  	  	  à 	  (Biweekly)à 	  Proj.	  Direc.	  
	  

	   	   	   	  	  	  	  	  	  	  	  	  	  à 	  (Monthly)	  	  	  à 	  Mgmt.	  


