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The global pandemic of 2020 left no industry unscathed, but oil 
and gas has been hit particularly hard. According to McKinsey & 
Company, the pandemic combined “a supply shock with an 
unprecedented demand drop” that resulted in a 30-year low 
for oil and gas prices.1 The oil and gas industry has always been 
a high risk/reward business—with constantly changing market 
conditions, increasingly aggressive environmental and 
regulatory compliance, political pressures, safety concerns, 
and more. In fact, McKinsey points out that this was the 
industry’s “third price collapse in 12 years.”

But this time was different. For example, BP announced it was 
forced to reduce its workforce by roughly 14% as a direct 
result of the pandemic—expecting to put about 10,000 people 
out of work by the end of 2020.2 In testimony before the U.S. 
House of Representatives, Frank J. Macchiarola of the American 
Petroleum Institute stated: “The conditions created by COVID-19 
present substantial business and operational challenges for the 
oil and natural gas industry including an unprecedented 
market imbalance, a significant commodity price decline 
and heightened efforts to maintain strong operational integrity 
in the face of the pandemic.”3

It’s not possible to plan for every possible contingency, but a 
certain amount of proper planning with the right tools can help 
mitigate the potential fallout from a major disruption to 
business. The American Petroleum Institute even has an official 
“Pandemic Planning Guide,” which details how oil and gas 
companies can plan and respond from a health and safety 
perspective.4 But as is evidenced by BP’s layoffs, it’s not just 
people’s lives that are at stake; it’s also people’s livelihoods.

Wake-up call

Even in “normal” times, the oil and gas business can be 
challenging. Companies often operate with fragmented 
processes with multiple stakeholders. Meanwhile 
mismanagement and unclear accountability lead to delays, 
waste, and risk. Complex operations with siloed processes and 
inefficient communication can result in poor visibility into the 
supply chain, higher operating costs, adverse environmental 
impacts, health and safety issues, and more.

2020’s global pandemic exacerbated deficiencies that were 
already prevalent at many oil and gas companies. Adjusting 
to the new reality, oil and gas companies responded to this 
unexpected and unprecedent disruption by addressing the 
immediate concerns: finding new ways to manage the safety 
of personnel, making spending cuts, reducing dividends, 
enacting hiring freezes, and conducting layoffs.

But without systematic changes to overall business practices 
and processes, history is primed to repeat itself. What 2020’s 
global pandemic should represent for the oil and gas industry 
is a “wake-up call.” McKinsey & Company even sounded 
a call-to-arms:

   To change the current paradigm, the industry will need to dig 
   deep and tap its proud history of bold structural moves, 
   innovation, and safe and profitable operations in the toughest 
   conditions. The winners will be those that use this crisis to boldly 
   reposition their portfolios and transform their operating models. 
  Companies that don’t will restructure or inevitably atrophy. 5
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Disruption can be a driving force of positive change. Oil and gas 
companies need to adjust their overall operations to be better 
mitigate future disruptions, survive short-term impacts, and 
have longer-term plans to return to normalcy. Some of the steps 
that oil and gas companies can take to accomplish these 
goals include:

■ Integrating risk into strategic planning, rather than treating 
risk management as a separate effort

■ Accelerating investment in digital technologies that address 
current and anticipated deficiencies

■ Enabling greater flexibility of capital spending for quicker 
response to evolving needs and unexpected circumstances

■ Leveraging advanced analytics for better planning 
and maintenance

One way to approach this is to focus on improving a company’s 
key business operations and processes, such as financial, 
supply chain, asset management, and capital planning. This is 
not an exhaustive list, but is meant more to act a starting point. 
Improvements in these areas—and others—can have significant 
impact beyond just mitigating disruption. 

Enhancements to mission-critical operations and processes 
can also help increase operational efficiencies, lower costs, 
and increase revenue.

Financial resilience requires cross-functional data

Finance sits at the core of any large corporation—with a finance 
department’s responsibilities ranging anywhere from managing 
day-to-day transactional accounting and cashflow to executing 
capital investment planning and analysis. An oil and gas 
company’s finance departments is also responsible for 
managing tax and audit data, as well as ensuring the company 
is compliant with the International Financial Reporting 
Standards (IFRS).8

According to an Ernst & Young (EY) report: “The financial 
reporting environment is complex and highly demanding in 
most large companies, and is evolving at a rapid rate. Finance 
teams are faced with increasing organizational complexity 
and numerous different reporting systems. In a recent 
EY survey, 33% [of CFOs] reported they work with more than 
15 reporting systems.”9
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Disaster looming

Before the 2020 global pandemic even took hold, the 
oil and gas industry was already facing significant 
challenges going into 2020 with a potential “double 
whammy of a supply glut and lackluster demand 
that could send prices for crude oil down more than 
10% from current levels,” according to Forbes.6 When 
the global pandemic hit, it made things far worse than 
originally expected. The pandemic drastically 
intensified the supply/demand imbalance, sending 
prices down by far more than 10%. In fact, there was 
even a point in April 2020 where the industry saw 
“the U.S. benchmark price for crude oil entering 
negative territory for the first time in history,” 
as reported by TIME.7
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In the best of times, oil and gas financial management is 
challenging. During a major disruption, it can seem like a 
veritable Sisyphean feat. Not only must day-to-day financial 
management still take place, but short-, mid-, and long-term 
planning must be continually adjusted as the disruption plays 
out. For a finance department to effectively manage all of this, it 
needs access to current and accurate data from a myriad of 
inter-disciplinary functions from across the company. 
Unfortunately, much of this data sits in silos, stored in formats 
that are incompatible with financial reporting 
systems—requiring data to be painstakingly entered manually 
into yet another system.

To mitigate risk from a disruption, finance departments not only 
need access to cross-functional data but they must also be 
confident that the data is accurate and up to date. One of the 
drivers for data visibility and data quality is the transition from 
what was traditionally stand-alone functions to a more 
collaborative and strategic environment— where multiple 
entities need access to and the same, shared information.

For many oil and gas companies, this will require a significant 
transformation of many processes. For such a transformation to 
occur—especially in the context of disruption preparedness, 
Ernst & Young recommends establishing these two 
strategies as top priorities:

■ Building a new finance-function operating model that 
focuses on key priorities and delivers a better informed, more 
forward-looking, and resilient finance function.

■ Challenging the traditional ideas about what constitutes 
finance talent, form strategic alliances, and develop the 
skills needed to thrive in an increasingly connected, data-
rich future.10

It’s only with the right people, processes, and tools in place that 
an oil and gas company can efficiently manage its financial and 
reporting needs—in both good times and bad.

End-to-end supply chain transparency enables 
agile response

Oil and gas has one of the most complex supply chains of any 
industry—with different needs for the upstream, midstream, or 
downstream sectors. Exploration requires drilling exploratory 
wells, while production needs full rigs. Raw and interim 
materials have to be transported, while products need to be 
refined and then distributed to customers. Whether an oil and 
gas company operates in only one of these areas or all of them, 
disruptions can have a drastic impact on its global supply chain 
operations. According to a Deloitte report:

   Supply chains have become highly sophisticated and vital to
   the competitiveness of many companies. But the interlinked,
   global nature also makes them increasingly vulnerable to 
   a range of risks, with more potential points of failure and less 
   margin of error for absorbing delays and disruptions. 11
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When an oil and gas company relies on a single supplier, 
it has limited visibility across the supply chain or is unable 
to anticipate stockouts, making it especially vulnerable to 
disruptions. Something as seemingly innocuous as the inability 
to readily acquire a spare part can cause production to grind 
to a halt.

According to the Deloitte report, companies that are better 
prepared for disruptions have developed strategies around 
optimizing their supply chains, including:

■ Building strong relationships with key suppliers

■ Gaining visibility across the extended supply network

■ Implementing supply chain risk management and business 
continuity strategies

■ Diversifying supply chains from a geographic perspective

■ Using multiple supply chain sources

■ Having an inventory strategy to buffer against supply 
chain disruptions12

Optimized supply planning allows companies to consider the 
cost and constraints across the supply chain—whether it’s 
responding to market changes or major disruptions—often 
before problems even occur. Companies that have alternative 
plans and alternative sourcing in place, can quickly and easily 
circumvent supply chain disruptions. To maintain this level of 
agility, it’s crucial for oil and gas companies to constantly 
reevaluate their supplier networks and seek out new supply 
chain opportunities—even in regions where the company hasn’t 
traditionally sourced materials and equipment.

To be properly prepared for disruption, oil and gas companies 
need transparency across the supply chain, with the ability to 
easily collaborate with stakeholders and suppliers and the 
nimbleness to quickly respond to the unexpected.

infor.com 6Surviving unprecedented disruption in the oil and gas industry

https://www2.deloitte.com/content/dam/Deloitte/us/Documents/risk/us-covid-19-managing-supply-chain-risk-and-disruption.pdf


It’s even possible to take this further—not just being able to 
respond, but also being able to predict a disruption before it 
happens. According to Ernst & Young: “Complex supply chains 
are also particularly interesting targets for digitalization and 
data analytics. Having the right piece of equipment or 
material at exactly the right place at exactly the right time 
is a science that requires investment and practice but will pay 
back big and quickly.”13

Effective maintenance through predictive strategies

Oil and gas companies have learned a number of lessons over 
the years from the industry’s unexpected turns, and responded 
by implementing processes that are designed to help avoid past 
mistakes and oversights. But one area that’s too frequently 
overlooked by oil and gas companies are their operations 
and maintenance programs.

Most oil and gas companies have maintenance programs in 
place, but many of them focus on tactical procedures that 
merely track and fix assets. Such a traditional preventative 
maintenance strategy, however, doesn’t provide analysis into 
why assets fail or predict when they will. This approach can 
place an oil and gas company in a precarious situation— 
especially during a disruption. It’s challenging enough to 
expedite delivery of a replacement component in the best 
of times; during a disruption, it could be impossible.

Downtime is costly in any industry—but particularly in oil 
and gas—where it can equate to millions of dollars or more 
in waste, lost production, and extra material and energy costs. 
Whether it’s the upstream, midstream, or downstream sectors, 
equipment problems can go well beyond just lost output and 
product contamination; faulty equipment can even result in 
serious safety and environmental complications. For an oil 
and company to be truly prepared for the unexpected, its 
maintenance strategies need to go deeper.

With a predictive maintenance strategy, key assets are 
monitored in real time via Internet of things (IoT) devices. 
This data—especially when leveraged with artificial 
intelligence (AI) and machine learning—can do what 
preventive maintenance is unable to do: analyze why an asset 
is failing and even predict when it will fail.14 This approach 
allows a company to intervene in a potential failure before it 
happens. It allows a company to optimize the continued 
efficiency of equipment—ensuring that production is not 
interrupted, equipment and workers are kept safe, and there 
are no unanticipated environmental impacts.

An effective predictive maintenance strategy provides data 
to drive better decision-making around which redundancies, 
spares, and other replacement equipment are needed and 
determine where they should be located. It should also keep 
track of which maintenance workers are available and what 
specialties, qualifications, and certifications are needed to 
work on a particular piece of equipment. And when combined 
with an optimized supply chain, this strategy can also ensure 
there are multiple options for securing and expediting 
needed equipment.
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This can directly address many localized and small-scale 
disruptions (e.g., a hurricane), but what about large-scale 
disruptions (e.g., 2020’s global pandemic)? While there’s no 
panacea, a predictive maintenance strategy can help to mitigate 
the damage from such a disruption. For instance, better 
resource allocation of equipment and people give a company 
more opportunities for how and where to respond. Real-time 
data coming in from equipment might mean a company can 
still assess the condition of equipment, even if there isn’t 
someone physically present to do so.

According to strategist firm, IoT Analytics, the 2020 global 
pandemic made many companies understand how critical 
these capabilities are: “The quickly changing dynamics of the 
Covid-19 pandemic and the inability to visit some physical sites 
has led to the realization that transparency about employee 
whereabouts and wellbeing, about goods in transit and about 
manufacturing has become crucial.”15

In addition to being prepared for a disruption, a predictive 
maintenance strategy presents additional benefits to the 
day-to-day business. For instance, a strategy that ensures 
equipment efficiency and effectiveness also helps to maximize 
the return on investment (ROI) of those assets. Properly 
maintained equipment can help guarantee regulatory 
compliance, lower the risk of environmental accidents, and 
contribute toward ensuring the health and safety of workers.

Standardizing capital planning across the enterprise

Capital planning—whether it’s focused on exploration and 
production (E&P), mergers and acquisition (M&A), or developing 
renewable energy projects—is all about planning for a 
company’s future. With potentially billions of dollars at stake, 
the high level of planning needed requires many inputs. 
Unfortunately, for many oil and gas companies, much of the 
data that drives the decision-making around capital planning 
tends to be siloed and non-standardized.

Further exacerbating things is that sperate organizations within 
a company may have different priorities. For instance, one 
group might want to focus on the supply chain, another on the 
investment portfolio, and third wants to invest in operations. 
The groups might also prioritize regions differently.

Incompatible and segmented data with conflicting priorities 
from across multiple disciplines create significant challenges 
for capital planning. It adds layers of complexity to project 
identification, approvals, forecasting, managing schedules, 
reporting, and more. This often results in ineffective project 
selection or project delays, inconsistent financial reporting, 
and unnecessary manual effort. Accenture even blames it for 
the industry’s historic low returns: “The low ROI is due to 
persistent market volatility, disruptions in supply and demand, 
and the fluctuating geopolitical situation. But the biggest 
culprit is the way capital projects have been managed.”16
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Such a disjointed approach to capital planning can have 
a tremendous impact on how well an oil and gas company 
responds to and survives a major disruption. When revenue 
drops, a reduction in spending may need to follow. Current 
projects could be scaled back, put on hold, abandoned, or even 
sold off. As a direct result of the 2020 global pandemic, 
GlobalData estimated that “Over US$85bn of 2020 forecast 
expenditure [was] erased from [the] oil and gas sector” 
(as of April, 2020).17

But the lack of comprehensive, standardized data makes it 
virtually impossible to make truly informed decisions about 
how to respond quickly to a major disruption. The fate of 
current and planned capital expenditures is often being 
determined based on incomplete information.

A crucial part of the solution to this challenge lays in 
standardizing data and enabling digital collaboration. Oil and 
gas companies need to establish, maintain, and enforce 
enterprise-wide data standards and policies. And that data 
needs to be kept up-to-date and readily available to key 
decision-makers. 

This effort should be part of larger initiative to transform the 
company’s capital spending processes with a new capital 
planning operating model. According to Accenture:

   Unlike the current operating models, the new model defines  
   the strategic and technical capabilities and management 
   processes that are needed, by whom and where… 
  Transparency, knowledge management and open 
   communication are used to create a culture that values 
   relentless improvement.19

This innovative approach erases barriers between the 
traditional functions—aligning processes for approving, 
executing, and monitoring how capital funds are managed 
across a company. It creates transparency, significantly reduces 
manual efforts, and speeds up the decision-making process. In 
addition, implementing global standards for project structures, 
data collection, and project reporting—integrated across 
multiple functions—means that coherent, comprehensive data 
can be leverage by analytics tools that help weigh multiple 
what-if scenarios.
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Survival of the fittest

During the 2020 global pandemic, McKinsey 
recommend oil and gas companies take these 
five “bold” actions to survive the crisis, come out 
of it quicker, and be better positioned for whatever 
comes next:

1. Restructure the portfolio with an emphasis 
on the highest-return opportunities

2. Look to M&A for ideal positioning of assets

3. Revamp the operating model for more 
streamlined operations

4. Build strategic partnerships for a more resilient 
supply chain

5. Take an agile, modern, and innovative approach 
to business18
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This strategy can—and should be—employed even before a 
disruption occurs. Running through various disruption scenarios 
can help make an oil and gas company better prepared for 
when disruptions do occur. And when there is a disruption, 
companies can analyze different possible scenarios for how 
respond. During the 2020 global pandemic, PwC offered this 
advice: “Leverage the latest technology and data analytics, 
so that your tiger team will have the data and insights— 
continuously updated as the crisis evolves—to enable the 
organization to make the right decisions.”20

Prepare for “the new normal”

The oil and gas industry has experienced its share of ups and 
downs, but the impact of the 2020 global pandemic is 
unprecedented.21 Oil and gas companies that survive will find 
themselves with much smaller capital budgets, needing to find 
new partners to replace ones that went out of business, and 
countless other challenges resulting from the devastation 
reaped upon the industry by the pandemic.

Beyond assimilating the lessons learned and applying them 
to best practices moving forward, disruptions can also create 
opportunities. According to Ernst & Young: “Challenging times 
offer windows for companies to reinvent themselves, 
identify new business opportunities and grow profitably in 
new segments.”22 Whether it’s ensuring enterprise-wide data 
transformation, forming a resilient supply chain, enabling 
predictive maintenance strategies, creating a more 
collaborative environment, or a myriad of other business 
process reforms, disruptions present opportunities for oil and 
gas companies to reduce risks from disruptions and better 
position themselves for “the new normal.”23
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