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R&D investments in the energy & utility industry recorded 
in recent years an above-average growth rate as compared to 
other industries. Worldwide, according to the International 
Energy Agency - Outlook 2011 - they exceeded $ 65 billion.

Competition and globalized markets, business flexibility 
and pressures by states and government organizations, are 
pushing energy players to continuously look for new forms 
of innovation that does not always fit into the companies’ 
operations in a painless way.

Investments by Country and main R&D activities in Italy in 2010 (source: IEA)

Deep Water
The Gulf Oil Disaster and the Future of Offshore Drilling

Report to the President
National Commission on the BP Deepwater Horizon Oil
January 2011

“The well blew out because a number of separate risk factors, oversights, and outright mistakes 
combined to overwhelm the safeguards meant to prevent just such an event from happening. But 
most of the mistakes and oversights at Macondo can be traced back to a single overarching failure 
-  a failure of management. Better management by BP, Haliburton and Transocean would almost 
certainly have prevented the blowout by improving the ability of individuals involved to identify 
the risks they faced, and to properly evaluate, communicate, and address them.
A blowout in deepwater was not a statistical inevitability.”

Chapter Four -  page 90

Abstract from “Deepwater- Report to the President”

The decision to introduce new technologies, as is known, derives 
from articulated processes that are further complicated if the 
initiatives relate to activities with high levels of intrinsic uncertainty.

Evaluating the costs, comparing them with the potential benefits 
and the possible risks, in fact, are activities that require the 
involvement of several organizational structures, often with 
different objectives, and the availability of data and information 
that are not always complete and reliable.
 

The recent case of the Deepwater Horizon platform (Macombo 
Well - Gulf of Mexico, 2010), for example, has shown that 
even technologies considered safe and advanced, able to make 
economically viable offshore drilling to depths unthinkable only a 
few years before, can cause damage so severe to undermine not only 
the survival of the companies involved but also the credibility of the 
entire industry. 

It may happen that in the development phase of some projects, the 
potential catastrophic scenarios resulting from significant failures 
or malfunctioning are not properly assessed; these scenarios could 
have allowed to define risk mitigation plans that would have proved 
to be certainly more effective.
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uncertainty.

Evaluating the costs, comparing them with the potential benefits 
and the possible risks, in fact, are activities that require the 
involvement of several organizational structures, often with 
different objectives, and the availability of data and information 
that are not always complete and reliable.
 
The recent case of the Deepwater Horizon platform (Macombo 
Well - Gulf of Mexico, 2010), for example, has shown that 
even technologies considered safe and advanced, able to make 
economically viable offshore drilling to depths unthinkable only 
a few years before, can cause damage so severe to undermine not 
only the survival of the companies involved but also the credibility 
of the entire industry. 

It may happen that in the development phase of some projects, the 
potential catastrophic scenarios resulting from significant failures 
or malfunctioning are not properly assessed; these scenarios could 
have allowed to define risk mitigation plans that would have proved 
to be certainly more effective.
Today it is still difficult to give an exact estimate of the economic 
impact caused by the accident, which probably ranges from 30 to 
40 billion dollars. Yet surprisingly, the overall average of the value 
insured by all the oil companies operating in the Gulf region did not 
exceed $ 3 billion. 

Risk Mitigation Strategy

A similar approach can produce significant changes in the 
relationship between companies and stakeholders; for 
instance, it can foster the level of acceptance of the industrial 
plants in certain territories, but also the conclusion of 
insurance policies. 
The concept of “risk transfer”, for example, is turning into the 
more consistent concept of “risk-sharing”. The insurer is aware 
that the risks covered are estimated and monitored in a robust 
and structured way by the insured operators. In this case, 
the benefits, also and particularly in the case of use of new 
technologies, concern both the insurance companies, which 
can more accurately assess the risk profile of their portfolio, 
and the operators, which can procure a coverage in line with 
the actual risks identified.

The implementation of these models requires a gradual 
approach and the support of applications based on 
quantitative methods of risk assessment.

In the past the hardest barrier to overcome was represented by 
the difficulty in obtaining the necessary data to perform the 
analysis. 

Today, thanks to the evolution and integration of information 
systems and new management approaches, it is possible to 
implement risk management systems which in a short time 
can reach high levels of reliability in terms of quantitative 
assessments.

These are also innovative management solutions that allow 
responding quickly and effectively to the need of competition 
with a greater operating awareness in the market: to innovate 
and, at the same time, manage the uncertainties in a more 
structured way and improve sustainability of operations.

PwC Risk Manager Tool scheme

The Macombo case had strong consequences on the entire energy 
sector, there have been significant increases in insurance premiums 
(between 15-25% in the offshore E&P), initiatives were launched 
that have forced a general rethinking of the whole system of risk 
management and the operational processes and, in particular, 
development activities have recorded sometimes unbearable delays 
(with a heavy impact on the so-called opportunity cost).

Macombo, raising the issue of the assessment of risk and new 
technologies, has certainly accelerated the development and 
deployment, in the industrial sector, of methods and models 
based on quantitative analysis. Most of the big energy companies, 
in fact, has adopted or is adopting decision-making tools of risk 
management which are integrated with the management systems. 
The goal is to use all available data to measure the risks in order 
to identify the possible treatment options and determine the best 
actions to mitigate the risks identified.
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