
Five Big Implementation Questions for 
2017 
Happy 2017! As we kick off 2017, we think it is a great opportunity to start rethinking how we 
continue to evolve the heavy asset organization. We would be interested in getting your 
perspective. As we look out over 2017, we anticipate a number of key implementation 
challenges for heavy process industries that we have summarized below:

How sustainable are the changes in E&P cost structure? Most E&P companies made 
significant progress in reducing their cost base over the past two years and now most can live 
(if not thrive) in a ~$55 lower-for-longer scenario. However, onshore oil field prices are now 
starting to creep back up again with increased demand. Companies are facing their first big 
transformational stress test and may find that cost competitiveness achieved through supplier 
and head count cuts is ephemeral. Although unlikely in 2017, the reductions in investment 
over the past several years are likely to contribute to a price bounce in 2018-2020. Will it be 
back to business as usual? Companies who have truly transformed their business to change 
how they work and their cultural relationship with cost-or who are working on such 
transformation in 2017-may prove to be the longer-term winners.

How does the commodity chemicals industry achieve a soft landing? The chemical 
industry, particularly base chemicals, has experienced strong margin performance and 
significant investment, primarily supported by a change in North American feedstocks. In a 
chronically cyclical industry with a lot of new capacity coming on line, and a middling and 
increasingly uncertain global economic outlook, many companies will be looking to reduce 
costs and increase market share to preserve margin, while still developing growth muscle in 
anticipation of a more positive medium-term outlook. Companies may take a lesson from the 
recent experience of the E&P sector, and work proactively on reliability, cost and margin. In 
this situation, culture is a critical success factor. "Everyone is working on reliability, cost, 
and margin, and perhaps the differentiator will be speed and sustainability of the 
changes relative to the competition," says Evolve Advisor, Bill Greene. 

How can refiners be nimble? As is often the case, many refiners may be caught in the 
middle of rising crude prices and varying fuel demand. Those refiners who can develop an 
ability to maximize market conditions through operational discipline and agility, will do the 
best.

How do utility companies play the long game? The utility industry has seen significant 
disruption over the past year with a move away from coal driven by greenhouse gas concerns, 
regulation and natural gas competitiveness. At the same time, renewables have made 
significant progress in terms of political support and real price competitiveness. There is a risk 
that some utilities will bank on a new administration resuscitating coal, but that could be 
fleeting--many of the forces are now structural and a coal resurgence is probably temporary at 
best.

How do Canadian oil sands make a compelling long term case for capital? With their 
disadvantaged pricing and other structural challenges, Canadians have been particularly 
challenged to reset their cost structure for near-term cash and longer-term capital 
competitiveness (the big reset). The recently agreed International Marine Organization low-
sulfur fuel standards could create further headwinds. Oil sand producers could find 
themselves competing globally for recurring capital, let alone new investment. 2017 will be a 
critical test for oil sands producers to demonstrate they have engaged their organizations in 
long term competitiveness for capital. "The cost structure, both opex and capex for 
Oilsands has certainly reduced. However, the signals from producers are mixed. We 
must maximize the value from what we already have," says Cal Watson, Evolve 
Advisor.

We wish you a safe and prosperous 2017. Please share your thoughts on these questions 
with us as we will look forward to sharing the implementation journey with you this year. 

Best, 

Seth Tyler 
COO 

Evolve helps leading companies deliver results of a nature others can't. At Evolve, 
everything we do is designed to enable our clients to deliver superior results by 
maximizing the engagement and learning of their people. 
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