APPENDIX 2

SIGNATORIES RESPONSE ON ‘FACTORS’ INFLUENCING CONSIDERATION OF CLAIM

PRESENTED AT JOINT MEETING, 23 NOVEMBER 2011
Signatory companies’ objective for 2012-15 -– ‘Sustainability’

Our aim is to promote UKCS diving contracts and jobs for the future. We do this in a number of ways, taking account of:
· external factors (eg: UKCS business conditions, market outlook, global economic uncertainty)

· internal factors (eg: size and financial resources of individual companies, diversity of work activities, costs)

Things are busy, but only if we manage them properly

There is a feeling just now that ‘things are getting busy again’ – and they are – but both the research and the economic indicators are telling us that this won’t last if we don’t manage opportunities in a sustainable way. 

See the November Oil and Gas Survey by Aberdeen and Grampian Chamber of Commerce http://www.agcc.co.uk/policypolicy/?tab=oilandgassurvey
For the ODIA diving contractors, this means:

· Managing the challenges of skills supply and labour cost control in a fair way across our workforces

· Supporting a cost regime in the UKCS which promotes investment in new and continuing production, recognising the economic reality of the supply chain

· Managing our companies in ways which recognise European and global economic uncertainty, and
· Ensuring the ODIA is, and is seen to be, a forum which gives value for the industry
Divers’ pay - exceeded all others since 2007
The settlement in 2006 was agreed to rebalance the unfairness of the past – 2006 ‘levelled the playing field’. Since then, divers’ pay rises are way ahead on any measure:

· 14.17% ahead of RPI

· 20.57% ahead of Average Weekly Earnings (the generally applied KAC3 measure) 

· 12.27% ahead of average O&G pay rises (see AGCC November Survey, above)
Now we need to bring rises into alignment – neither fair nor sustainable

Manage internal consequences 
Company signatories have a very real challenge in managing the consequences of these rises within the broad workforce because of consequential cost increases, and perceived unfairness (ODIA rises v everyone else)
· ‘Aligned’ disciplines, headroom, ‘legroom’
· Real and valid concerns about ‘fairness’ within workforce, and how we manage this

· Counterproductive to industry efforts to address skills issues within UKCS budget
Respond to UKCS business conditions
Company signatories have to manage against the business economics of the UKCS – business confidence and outlook, the costs’ regime, and clients’ perspectives.
Business confidence and outlook

· Business confidence in the UKCS is decreasing 
· Movement of work to other parts of world (eg: Australian labour forecasts for 60k additional jobs)

· 50 / 50 split within operators re whether modest rise or level trend in UKCS activity in 2012

· Notwithstanding potential rising work opportunities, over 50% of contractors report working below optimum levels with respect to UKCS activities

Costs regime

· While UKCS still viable, expensive and unpredictable (Govt tax, labour costs, inflation) -> focus on cost control and stability

· Cost control and stability threatened by demand for additional (for overseas work, and in specialist professional roles) and replacement staff (because of industry’s reliance on poaching) – contractors and operators working together on potential solutions (looking outwith the industry for personnel, managing movement within?)

· Genuine worry about UKCS contracts and jobs

Clients’ perspectives

· Clients recognise divers’ pay situation and frequently comment. Further scrutiny is expected. Note the unequivocal responses to the Standby Scheme feasibility study. They will not condone divers’ pay rises out of synch with the industry
· The reality of the UKCS ‘food chain’ – operators call the shots, contractors have to respond.
Recognise Euro and global economic uncertainty
While the long-term fundamentals for the sector are sound, short to medium term concerns (second recession, euro zone, Greek contagion, general slowing down of economic growth, political uncertainty in some oil producing states, fluctuations in oil price etc) there is a general concern about diminishing demand for oil and gas

· This leads to caution by operators regarding investment decisions

· Contractors trying to manage businesses against chaos 

· Watch words are caution, stability, cost control 

Maintain credibility / perceived usefulness of ODIA

Both ‘sides’ worked hard to build the reputation of the ODIA as an important industry forum. But we have to seen as realistic and business focused (as well as interested in the workforces engaged on our behalf). Renewables opening up a ‘grey area’ in UKCS with contractors outwith ODIA network. Our priority to protect

· How the ODIA is perceived – seen to have value for the industry?

· Impact of new entrants and integrity of the base rates’ principles

· Impact on safety, competence as well as T&Cs

Sustainability – how we try to promote UKCS contracts and jobs for the future
· Align divers’ pay rises more closely with other parts of our workforces

· Manage the challenges of skills supply and labour cost control in a fair way across our workforces

· Support a cost regime in the UKCS which promotes investment in new and continuing production, recognising the economic reality of the supply chain

· Manage our companies in ways which recognise European and global economic uncertainty

· Ensure the ODIA is, and is seen to be, a forum which gives value for the industry

Hence, our focus on value for the 2012-15 ODIA settlement
· Provision for fair (modest) rises in rates within the 3-year period
· Gain value from (indirect) benefit improvements

· Continue with the joint work we’ve developed in the last 3 years

· ‘Package’ of measures which recognises your contribution, against our business realities
