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Turning point

After two years of just surviving, service and supply sector sees increasing 
opportunity in 2017

The worst is over.
After bottoming out at US$26/bbl in the fi rst quarter of 2016, 

oil prices exited the year at over $50/bbl and that pricing has 
held throughout early 2017. 

Natural gas prices similarly hit bottom last March before more 
than doubling as 2016 came to an end. 

As a result, activity is picking up in western Canadian oilfi elds, 
with the Petroleum Services Association of Canada updating its 
2017 drilling forecast in January to 5,150 wells, an increase of 
23 per cent from its November forecast.

Western Canada’s oilfi eld service and supply sector is cau-
tiously optimistic the improved conditions will last, according 
to research and survey results compiled for the 2017 Service & 
Supply Outlook Report. 

Most in the industry expect the rebound in commodity prices 
that began late in 2016 will carry through into 2017, creating more 
activity and better pricing as the year unfolds. 

The second annual report, presented by JWN and partner 
Grant Thornton LLP, surveyed 372 service and supply sector 
leaders to get their views on how the sector performed fi nancially 
in 2016 and how companies managed their operations to survive 
and prepare for growth when markets improve. We also asked for 
their views on how 2017 would play out, and what strategies they 
would pursue going forward to maintain or grow market share.  

To get a broad perspective, we surveyed service companies 
with revenues under $5 million to companies with revenues over 
$100 million. We focused on eight sectors of the industry in an ef-
fort to measure which areas of the supply chain were hardest hit in 
the downturn and which areas were best prepared for the future. 

In addition, workshops were held in Calgary and Edmonton to 
dig deeper into specifi c areas of opportunity, including:

•   What strategies organizations have already implemented, or plan 
to implement, to prevent the loss of critical knowledge and skills;

•   How companies are preparing to manage technology disruptions, 
changes in their organizational structures due to human resource 
losses, or structural or process changes;

•   What plans or strategies organizations have put in place to grow 
in the more positive business environment; and

•   What collaboration efforts, internal or external, have helped 
organizations best weather the downturn.

We also leveraged JWN’s CanOils database and Daily Oil 
Bulletin editorial services to provide a statistical review of the 
industry in 2016 and a commodity price and activity forecast 
for 2017, and we utilized Grant Thornton’s advisory services to 
provide advice on things to consider when planning for the future 
and learning to operate in a new normal.

Our research shows an industry that continued to downsize 
in 2016 as field activity declined and orders were delayed or 
cancelled. Service and supply companies faced continued 
layoffs and equipment was idled or sold as companies ad-
justed to the marketplace. 

Pricing pressure from customers continued in 2016, as oil 
and gas producers worked to get supply costs in line with lower 
commodity price expectations. 

Once again, smaller companies and those in the exploration 
and development sector were the hardest hit in 2016, but almost 
all sectors felt the pain. 

While there is significant uncertainty heading into 2017, 
expectations are that commodity prices will improve, leading 
to more activity and improved pricing for service providers.

Any recovery, however, will be muted as over capacity in 
the service sector, combined with pressure from exploration 
and production companies to maintain supply cost gains, will 
challenge those hoping to increase service pricing. 

To manage this pressure, some service companies continue to 
look toward innovation to lower costs. Others are looking to expand 
into higher  value markets as a means to grow their business. 

3

INTRODUCT ION



Message from Grant Thornton

The sentiment coming from today’s oil and gas market is much 
more optimistic than it was one year ago. However, this doesn’t 
mean service and supply companies are ready to return to 
the oil heydays of the past. If there is one thing that has been 
learned through the downturn, it’s that oilfi eld services com-
panies have to fi nd a way to operate with less dependency on 
the price of oil and gas to fi nd long-term success. 

Our Grant Thornton team works with businesses in-
volved in all aspects of this sector to help them strengthen 
their business operations and capitalize on opportunities. 
We are committed to the oilfi eld services industry and are 
deeply invested in fi nding solutions to help companies align 
with the climate’s new normal.

Our partnership with JWN has provided us with an op-
portunity to merge the strong capabilities of their intelli-
gence group with the bench strength of our experienced 
business advisers to create this second annual outlook for 
the oil and gas service and supply sector. This in-depth 
report not only shares the outlook for the industry, but also 
highlights the crucial points businesses should focus their 
attention on to adapt business practices to succeed in a 
changed environment. It provides valuable insights to help 
businesses develop effective strategies to ensure they can 
remain strong and seek opportunities regardless of where 
oil and gas prices go. 

In 2016, we released a report entitled Building a culture 
of collaboration: Redefi ning best practices in the O&G industry, 

which featured ideas on how to embrace collaboration as 
a way to combat pricing pressures, to improve people 
management and to run leaner. Now, just over a year lat-
er, our research is showing that the idea of collaboration 
is starting to take hold in the industry, yet there are still 
many companies struggling with adapting and innovating 
their practices.

The data that follows came directly from the source—
those businesses that have survived the low oil price 
reality of the past two years and are embracing the 
fundamental change required to be a service and sup-
ply company of the future. The general feeling is one 
of cautious optimism about the future. Companies are 
innovating, focusing on effi ciency and considering ex-
pansion—but these possibilities only exist with a sound 
strategy in place.

We heartily congratulate those businesses that have 
survived—your tenacity, creativity and resilience de-
serves to be celebrated—and we join you in moving for-
ward with cautious optimism.

We sincerely hope that within this report you are able 
to draw insights and ideas for what your organization 
can consider to align with a new normal. The oil and gas 
world as we know it has changed and only those service 
and supply companies who think long term, embrace in-
novation and collaboration, adapt and evolve will become 
stronger and push through future boom/bust cycles.  

Jeremy Fearnley
Northern Alberta Leader, 
Oil & Gas

Jeremy Fearnley
Northern Alberta Leader, 
Jeremy Fearnley
Northern Alberta Leader, 
Oil & Gas

Robert Finnigan
Southern Alberta Leader, 
Oil & Gas
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Executive summary

Canada’s oilfield service and supply sector cautiously optimistic that 
2016 marks the end of the downturn

With global oil supplies far outstripping demand in early 2016, 
prices bottomed out at $US26/bbl in the first quarter, marking 
the beginning of the downturn’s second year. 

A warm winter in North America, combined with strong supply 
growth from U.S. shale gas, added to the pain; gas prices fell 
to US$1/mcf in April as storage remained full after the winter 
heating season. Global LNG markets also tanked as new supply 
hit a wall of tepid demand, dropping prices as low as US$5/mmBtu 
in the first half of 2016. 

The collapse in global oil prices and North American gas pric-
es in early 2016 added to the financial stress facing Canadian 
producers as they endured the second year of what is being 
described as the worst downturn in a generation. 

With cash flow down an estimated 30 per cent in 2016, debt 
financings down 82 per cent from the previous year and equity 
markets closed to everyone but the largest producers, operators 
lacked the capital to invest in growth projects.

As a result, upstream capital investment is down over 60 
per cent from 2014 in the conventional oil and gas sector. The 
oilsands have seen a smaller decline as ongoing megaprojects 
have helped blunt the impact of low prices. In 2016, capital ex-
penditures declined 20 per cent.

Despite significantly lower service pricing and improved op-
erational efficiencies, cuts in capital spending have resulted in 
major reductions in field activity. 

By all metrics, activity is down severely in western Canada. For 
example, Daily Oil Bulletin research shows the number of wells 
drilled in 2016 was down 24 per cent from the previous year. 
From 2014 to 2016, drilling was down 64 per cent. 

Prices received by service companies also declined sub-
stantially as the commodity price rout deepened in 2016. As 
an example, surface equipment rental companies saw a pricing 
decline of 10–35 per cent in the first half of 2015, according to 
CIBC World Markets and available company data sourced by the 
Canadian Association of Oilwell Drilling Contractors. In 2016, 
prices dropped 30–65 per cent from their 2014 peak.

The good news is commodity markets began improving in late 
2016 and that improvement has carried over into 2017. OPEC 
and other major oil producers agreed to cut supply by around 
1.8 million bbls/d in December, sending oil prices into the 
US$50–$55/bbl range. Increased natural gas demand for power 

generation and LNG exports in the U.S., combined with slowing 
production growth, has stabilized gas prices in the US$2.50/mcf 
range, adding to the improving market conditions. 

As a result, cash flow for Canadian oil and gas producers 
is expected to more than double to $45 billion in 2017, and it 
appears producers are ready to put some of these funds into 
capital projects. Rig utilization rates were above 50 per cent in 
the first quarter of 2017, and service rig utilization is growing 
quarter over quarter, indicating maintenance, repair and opera-
tions spending is on the uptick. 

To understand how western Canadian service and supply com-
panies have managed their operations to survive the second year 
of the downturn, and where they see markets heading in 2017, 
JWN and Grant Thornton conducted their second annual survey 
of oilfield service leaders.

Service and supply financials continue to be stressed
The downturn deepened in 2016, and service companies faced 
a second year of decline as revenues tied to field activity con-
tinued declining along with profitability as producers continued 
to squeeze margins.

Thirty-nine per cent of respondents said they experienced 
a decline in revenue greater than 20 per cent. Overall, only 
one-quarter saw revenues increase while 72 per cent reported 
a revenue decline, proving 2016 was another tough year for the 
industry as a whole.

As for profitability, 2016 looked very much like 2015—the first 
full year since the oil price collapse—with 70 per cent of overall 
survey respondents reporting a fall in income and just 22 per 
cent citing an increase from the prior year. In 2015, a similar 73 
per cent reported declining profits against 20 per cent reporting 
increased profits.

However, it is apparent the bleeding was beginning to be 
staunched in 2016 as those reporting the greatest cuts in profits 
from the prior year, of deeper than 20 per cent, fell five percent-
age points compared to 2015, from 36 to 31 per cent of respon-
dents. A similar four-percentage-point fall in the next hardest-hit 
group, those whose profits were down 11–20 per cent, was also 
reported in 2016 compared to 2015. This was offset somewhat 
by a rise in those witnessing a smaller drop-off in profits in 2016 
(profit margin decrease of one to 10 per cent compared to 2015). 

6

EXECUT IVE SUMMARY



However, any signs of a turnaround were tepid at best, 
as those reporting any level of increase in profits have 
barely budged from findings a year earlier.

Cost cutting fails to keep pace with pricing 
declines
Despite two years of service pricing declines, the ser-
vice and supply sector has not succeeded in reducing 
costs to a corresponding degree.

Where there has been cost cutting, cost increases 
have partially cancelled out these gains.

For instance, while 30 per cent of respondents 
said their organization’s costs declined one to 10 per 
cent relative to 2015, 22 per cent said their organi-
zation’s costs increased one to 10 per cent. Overall, 
half as many companies reported cost increases (30 
per cent) as reported cost reductions (60 per cent), 
partly negating the effectiveness of cost cuts.

Optimism that 2017 will be a better year
The first evidence there is sentiment for at least 
modest recovery this year is in the 62 per cent of 
respondents forecasting their revenues will grow in 
2017, compared to just 25 per cent last year. The 
sense that the worst of the downturn is over is seen 
in the sizable drop in those respondents predicting 
deep revenue cuts of over 20 per cent, from 39 per 
cent in 2016 to just nine per cent in 2017. The new 
optimism is tempered, however, with forecasts of only 
moderate revenue growth, in the one-to-10-per-cent 
range, seen by 36 per cent of respondents, rather 
than a return to the rapid growth seen in the lead up 
to the 2014 price plummet.

The positive outlook for moderate improvements in 
revenues this year carries through to the bottom line 
with 61 per cent of respondents expecting some level 
of profit increase, compared to 26 per cent forecasting 
profits will decline in 2017. Year over year, there has 
clearly been a major shift in sentiment—in 2016, just 
28 per cent forecast profits would rise against 63 per 
cent predicting profit losses. The sentiment is particu-
larly apparent in the sharp fall in the number of respon-
dents anticipating the deepest decrease in profits of 
over 20 per cent, from 25 per cent in 2016 to eight 
per cent in 2017. A corresponding 19-percentage-point 
rise in those expecting profit margin increases of one 
to 10 per cent portends an end to the harshest blood-
letting of the past two years. Across the board, every 
subsector sees fewer companies experiencing profit 
margin declines of over 10 per cent, indicating the 
sentiment is widely shared throughout the industry. 

DON’T LOSE FOCUS ON COST REDUCTION 

Notwithstanding the sense of confidence unfolding 

as the industry goes through 2017, service and sup-

ply companies have to continue to focus on keeping 

costs down to be able to compete in the new normal.

INCREASE COLLABORATION 
Collaboration appears to be taking hold as compan-

ies are increasingly seeing the benefits of cooperation 

both internally and with peers, but it remains in the 

early stages and contains much untapped potential.

LEVERAGE TECHNOLOGY THROUGHOUT THE 
ORGANIZATION 
To remain competitive, companies must find ways 

to up the ante on the innovation and development 

of new technologies by investing in research and 

development, creating a culture that celebrates 

innovation, partnering with start-up incubators or 

accelerators and adopting technology applications 

from other industries.

ADOPT MEASURES TO RETAIN TALENT, PASS 
ON KNOWLEDGE 

In addition to cross-training employees in business 

critical roles, companies should focus on knowledge 

and skills transference, leadership training and men-

torship, and attracting millennials to the industry 

and engaging them.

BE ON THE LOOKOUT FOR M&A 
OPPORTUNITIES, ASSET ACQUISITIONS 
Further market consolidation, where it makes sense, 

can bring about greater productivity and further 

lower costs. Bargains are available as overleveraged 

companies continue to struggle. 

LEVERAGE REGULATORY CHANGE TO 
DIVERSIFY OFFERINGS 
Companies should exploit regulatory change where 

opportunities can be found—such as by leveraging 

new methane emissions and carbon pricing rules—

rather than resisting them.

*  For more information, please see the Resources 
section on page 56.

RECOMMENDATIONS
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Upstream investment and activity in the global oil and gas indus-
try continued to decline in 2016 as the oversupply in oil markets 
caused already low prices to crash earlier in the year before 
recovering in the fourth quarter. 

A warm winter in 2016 caused North American natural gas stor-
age to build in the spring, stressing gas markets. Global LNG markets 
also declined as new projects coming on stream overshot demand. 
However, like in oil markets, pricing relief came late in the year. 

The return of better prices spurred an increase in fi eld activ-
ity in the fi nal quarter of the year, but it came too late for many 
service and supply companies. 

Investment in the global upstream oil and gas sector declined 
by 25 per cent from 2015 as exploration and production compa-
nies cancelled large-scale projects. Over $600 billion in projects 
have been delayed or cancelled, stretching out to 2020, as a 
result of the decline in oil and gas prices. Investment was down 
40 per cent compared to 2014, but the decline wasn’t spread out 
evenly across oil producing regions, with high supply cost areas 
like North America and the North Sea hit hardest. 

Despite the decline in investment, world oil supply climbed 
by 300,000 bbls/d in 2016 as OPEC countries opened the taps. 
Non-OPEC countries saw their production decline by 900,000 
bbls/d as natural declines weren’t replaced.

However, in November, OPEC agreed to cut 1.2 million bbls/d of 
production in an effort to stabilize oil supply and prices. A second 
agreement, involving non-OPEC countries in December, agreed to cut 
another almost 600,000 bbls/d of production for the fi rst six months 
of 2017. The two agreements lifted oil prices above US$55/bbl, 
compared to a low of US$26/bbl in the fi rst quarter of 2016.

North American natural gas prices also struggled early in 2016 
before gaining momentum as the year closed. A warm El Niño 
winter, combined with strong supplies coming out of unconven-
tional resource plays in the U.S., led to Canadian prices declining 
to around $1/mcf in late April. Prices rebounded back above 
$2.50/mcf in December as colder weather returned. For the year, 
AECO prices averaged $2.20/mcf. 

International LNG prices followed a similar pattern, coming into 2016 
at $5/mmBtu before climbing to almost $10/mmBtu by year-end. 

The pricing recovery came too late for many North American service 
companies, with the Haynes and Boone bankruptcy tracker reporting 
110 signifi cant bankruptcies in the sector since the beginning of 
the market crash in 2015, with aggregate debt of almost $19 billion. 
Seven Canadian companies made the Haynes and Boone list. 

More from less

Global upstream industry ups production 
in 2016 despite low prices and declining 
investment

Source: EIA Short-term Energy 
Outlook (January 2017)
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Stable supply, growing demand 
balance U.S. natural gas market

U.S. gas exports create room for some 
Canadian supply
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Source: EIA Short-term Energy Outlook (January 2017)
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WORLDWIDE RIG COUNT BY REGION

Middle East activity holds through downturn

Source: Baker Hughes
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Survival mode

Canadian oil and gas industry endures 
second year of low prices

Canadian oil and gas producers continued cutting capital in-
vestment and field activity in 2016, while focusing on driving 
down supply costs to survive in what many believe is a new 
normal of long-term lower oil and gas prices. 

Capital investment in Canada’s conventional upstream 
industry is driven by cash flow, debt and equity markets. 
All three sources of capital were down significantly in the 
last two years. 

In the first quarter of 2016, debt and equity financings 
were down a stunning 84 per cent compared to the previous 
year. Cash flow declined by 30 per cent from 2015 to 2016. 
Cash flow has declined around 75 per cent since 2014, and 
debt and equity financings declined by 30 per cent in 2015 
from 2014, according to ARC Financial analysts. 

Upstream capital investment followed a similar trajec-
tory, declining around 45 per cent in 2015 and over 60 
per cent from 2014 to 2016 in the conventional oil and 
gas sector. In the oilsands, capital expenditures declined 
by nearly 30 per cent in 2015 and a further 20 per cent 
in 2016.

Despite significantly lower service pricing and improved 
operational efficiencies, Daily Oil Bulletin research shows 
the number of wells drilled in 2016 was down 24 per cent 
from the previous year. From 2014 to 2016, drilling was 
down 64 per cent. 

Prices received by service companies also declined sub-
stantially as the commodity price rout deepened in 2016, 
declining from 10 to 65 per cent from their 2014 peak. 

Despite the drop in service prices, which account for 
around 80 per cent of costs for upstream oil and gas pro-
ducers, operators continued to see income decline. 

The 2016 CanOils Canadian Energy Producers 
Benchmarking Study released by JWN last spring showed 
operators reporting a 14–20 per cent decline in supply 
costs in 2015. Early indications for 2016 show a similar 
reduction. 

However, in 2015, 73 of the top 100 producers in 
Canada reported negative income, tallying a combined 
loss of $30 billion, compared to a net positive income of 
$14.6 billion in 2014. While 2016 numbers are not yet in, 
early indications are they will be similar to 2015. 

CAPITAL EXPENDITURES (billions)

OIL AND GAS COMPLETIONS
BY PROVINCE

2014 2015 2016

Conventional Oilsands

$43

$42 $21
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Total:
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2015 1,002 1,327
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2014 622 40
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3-yr total 1,186 94

Gas Oil
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2015 -- 201
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Gas Oil

2014 8 3,331

2015 -- 1,667

2016 -- 1,112

3-yr total 8 6,110
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NUMBER OF WELLS RIG
RELEASED BY PROVINCE

Total: 
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Total:
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Total:
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Drilling

Field equipment
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Natural gas plants

Enhanced recovery and pressure maintenance
$474.0 / 0.8%

Natural gas plants
$3,209.7 / 5.7%

Operating

Field, well and gathering information
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$4,059.1 / 7.3% Grand total 
expenditures:

$56,402.8 

British Columbia

Manitoba

Saskatchewan

Grand total: 23,933

Alberta

8,270

3,608

2,549

Total: 14,427

2014

2015

2016

3,669

1,842
1,662

Total: 7,173

465

Total: 753

207 81

699
539

Total: 1,580

342

Total capital 
expenditures:

$30,550.6

$18,583.4  / 32.9%

$2,191.0 / 3.9%

$13,405.6 / 23.8%

$2,502.0 / 4.4%

Source: CAPP 2016 Statistical Handbook (2015 numbers)
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No safe harbour

Canadian service sector struggles to stay afloat in second year of downturn

Exploration and development
Drilling contractors were hit hard by the de-
cline in activity and pricing in western Canada 

in 2015, with revenues at the big three drillers down 
by an average of 34 per cent in the first nine months 
of 2015 compared with 2014, according to JWN data. 
During the same period, cash flow declined by 38.7 
per cent and capital expenditures declined by 29 per 
cent. The large drilling contractors, however, managed 
to protect gross margins throughout the downturn, re-
porting an average 35.5 per cent gross margin in the 
third quarter of 2015.

In 2016, the market continued declining, with the big 
three reporting revenues down an additional 41 per cent 
compared with the first nine months of 2015, and net in-
come down 10 per cent, largely the result of a substantial 
improvement in one company’s financials.  

Pressure-pumping companies also faced a dramatic 
decline in revenues in 2015 as the well count dropped and 
pricing pressure from operators increased. Revenues for 
the three largest public pressure pumpers in the first three 
quarters of 2015 were down 40.3 per cent compared with 
the first nine months of 2014. Cash flow turned negative, 
with the companies reporting a combined -$64.7 million 
in the first nine months of 2015. 

In 2016, pressure pumping and well servicing business-
es were hit even harder than drilling contractors. Revenues 
at the big three Canadian operators declined an average 54 
per cent compared to the first nine months of 2015. Losses 
were more than double 2015, and capital expenditures 
to build and maintain equipment were down 82 per cent. 

Oilfield services 
Western Canada’s largest oilfield services compa-
nies faced significant headwinds in 2015. The top 

five biggest operators based on revenue saw those revenues 
decline by 32 per cent in the first nine months of the year 
compared to 2014, with cash flow declining by 40.8 per cent. 

In response, capital expenditures were cut by 62 per 
cent compared to the same time frame a year earlier. 

The five biggest oilfield services companies reported 
gross margins of 22.3 per cent in the third quarter of 2015, 
down an average of 5.9 per cent from the previous year. 

In 2016, those market trends continued their downward 
trajectory, with the top five general or diversified oilfield 
service companies reporting a 31 per cent decline in rev-
enues, an 88 per cent drop in net income and a 27 per 
cent cut in capital spending during the first nine months 
of the year. 

Transportation 
The oilfield hauling business became a challeng-
ing market in 2015 as the drop in drilling activity 

resulted in declines in rig moving, fluid hauling and other 
drilling-related services. 

Mullen Group, the largest oilfield transportation com-
pany in western Canada, reported revenues in its oilfield 
services division were down 42 per cent in the third quarter 
of 2015 compared to a year earlier. 

Mullen says the decline in field activity is only part of the 
story in the transportation sector as technological changes 
in how wells are being drilled is also impacting haulers. 
The advent of pad drilling and walking rigs means fewer 
rig moves, but offsetting this decline is increasing lengths 

Western Canada’s large, publicly traded service and supply com-
panies spent 2015 urgently reacting to the decline in field activity 
and operator demands for price cuts. 

Workers were laid off, dividends were cut and equipment was 
idled as companies focused on managing cash flow and debt cov-
enants. Industry consolidation began in some sectors especially 
hard hit by the downturn in activity.

That activity picked up steam in the first nine months of 2016 
as market conditions continued worsening.

The top 25 service companies by revenue reported a 31 per 
cent decline in revenues in the first nine months of 2016 and a 72 
per cent decline in net income, and reported cutting their capital 
spending by 32 per cent compared to 2015. The total combined 
net loss of the top 25 almost tripled to $978 million compared 
to the previous year. 
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of horizontal wells, requiring more pipe, more mud and 
increased fluid transportation services. 

In the first nine months of 2016, Mullen reported a 32 
per cent decline in revenues from its oilfield hauling busi-
ness, tracking the decline in field activity. 

EPCM 
Major cutbacks in oilsands capital expenditures 
impacted the engineering, procurement and 

construction management (EPCM) sector in 2016. Capital 
investment declined from $22.9 billion to $16.2 billion  
in 2016 as a number of major projects began moving 
toward completion. As those projects go through com-
missioning in 2017, investment is expected to continue 
declining to around $13 billion this year. 

Two major new petrochemical facilities are expected to 
reach $7 billion in construction costs but aren’t expected 
to start until late 2017.

EPCM firms are making up some of this loss in revenue 
in the MRO market. 

Manufacturers 
Canada’s three biggest oilfield equipment manu-
facturers saw markets for their products decline 

in 2016. Revenues in the first nine months of 2016 were down 
20 per cent compared to the same time period in 2015. 

As a result, capital investment in production capacity 
declined by 29 per cent. 

Exports of oilfield and mining equipment declined by 23 
per cent in 2015, the last year of available records. Given 
the global decline in investment, it is expected revenues for 
manufacturers and exports continued to decline in 2016.

Maintenance, repair, operations
In 2015, $44 billion was spent on the mainte-
nance, repair and operation (MRO) of oil and 

gas production, according to the Canadian Association of 
Petroleum Producers. 

While no numbers are available for 2016, one way to 
measure MRO activity in the conventional sector is service 
rig utilization. If service rigs are working, companies are 
maintaining existing production and repairing damaged 
wells to keep the cash flowing. 

Service rig utilization numbers don’t tell a positive story 
for 2016. The total number of service rigs operating de-
clined by 134 since 2014, while rig utilization declined from 
an average 46 per cent in 2014 to 24 per cent in the third 
quarter of 2016. This indicates wells were being shut in 
rather than serviced or repaired. It also indicates that wells 
ready for abandonment were being left operating rather 
than companies taking on the expense to reclaim them.

Despite the delay of a number of major maintenance 
and turnaround projects in the oilsands in 2015, service 
companies focused on the sector said 2016 was compa-
rable to 2015. While contracts in the sector are generally 
long term, service companies reported pressure to re-evaluate 
existing contracts. There was greater collaboration 
between operators and suppliers, with the planning phase 
for maintenance work being extended from a few months 
to up to a year in an effort to drive down costs.

In May of 2016, oilsands MRO work was impacted by the 
Fort McMurray wildfires. However, a JWN survey of financial 
reports of large public companies active in the MRO market 
shows there was increased opportunity in 2016 as oilsands 
operators downloaded MRO work on to contractors to cut 
costs. A number of new master service agreements were 
signed with oilsands operators during the year, along with 
operational agreements with mine operators. 

Distribution
Large distributors also saw a major decline in 
business in 2016, with revenues down by 70 per 

cent in the first nine months of the year and net income 
down by 55 per cent. Major distributors blamed custom-
ers deferring equipment maintenance, cannibalizing idle 
equipment for any required parts and servicing equipment 
internally as adding to an already negative market due to 
the activity decline. 

Instrumentation and control
While there was a significant push by vendors 
in 2016 to get more operators to leverage the 

Internet of Things to save money in their operations, a lack 
of capital slowed adaptation. A slowdown in new oilsands 
development also negatively impacted the instrumentation 
and control market. However, lower-cost items like wellsite 
automation technologies appeared to be making inroads 
with operators as a cost-savings investment. 
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Net incomeRevenues

HOW THE SERVICE AND SUPPLY SECTOR PERFORMED IN 2016 
(percentage increase/decrease year over year)

Well servicing

Oilfi eld services

Manufacturers

Transportation

Maintenance

Distribution

Total

EPCM

Drilling contractors

0

First half of 2015

Contract 
drilling

Well 
servicing

Pressure 
pumping

Directional 
drilling

Compression & 
processing

Workforce
accomodations

Surface
rentals

Drilling
fl uids

Oilfi eld waste
management

Second half of 2015 Current

NORTH AMERICAN OILFIELD SERVICES PRICING CHANGES
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Note: Values are nine months ended September 30, 2016.

Exploration and 
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Gradual climb

The 2017 forecast calls for higher commodity prices, improvement in activity and a 
slight increase in service prices

With major oil-producing countries cut-
ting back supply and the steady growth 
in global demand, oil prices are expect-
ed to climb upwards in 2017, providing 
Canadian operators with added cash flow 
to fund growth projects.

A tightening North American natural 
gas supply, combined with demand in-
creases in the U.S. power sector, is also 
raising gas prices, supplying further cap-
ital for growth projects. 

The added investment is expected to 
trickle down to the Canadian service and 
supply sector in the form of increased ac-
tivity and improved service pricing. 

A snapshot of five publicly available oil 
price surveys predicts WTI will average 
between US$52 and US$58 per barrel 
in 2017 as global producers cut back 
around 1.8 million bbls/d of production 
to lower inventories and demand growth 
climbs by around 1.2 million bbls/d. 
This compares to a 2016 average of 
US$43.39/bbl.

Western Canadian Select is forecast to 
average C$52 to C$54 per barrel in 2017.

On the natural gas side, there is much 
greater variation in expected prices, with 
analysts pegging the AECO 2017 average 
price between $2.50/mcf and $3.25/mcf. 
The average price in 2016 was $2.20/mcf.  

Analysts expect overall 2017 revenues 
from oil and gas production to reach as high 
as $110 billion if prices average at the upper 
end of estimates. This is $32 billion, or 
41 per cent, higher than in 2016. 

Cash flow is expected to more than 
double in 2017 to $45 billion from only 
$20 billion last year, again, if prices aver-
age in the upper end of forecasts. 

This higher cash flow is expected to 
lead to a 40 per cent increase in capital  

Natural gas price forecast   
(C$/mmBtu)

Natural gas liquids price forecast (C$/bbl)

Alberta British Columbia

Source: Average of publicly available forecasts Source: Average of publicly available forecasts

Note: Plant gate prices
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PRICE FORECASTS TELL TALE OF GRADUAL IMPROVEMENT
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CAODC drilling forecast
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Source: CAODC
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spending in conventional oil and gas, with expenditures climbing 
to $29 billion compared to $20.5 billion in 2016. Oilsands invest-
ment, however, is expected to decline to only $13.2 billion in 
2017, the lowest level since 2009. It was $16.2 billion last year 
and $22.9 billion in 2015.

Expectation of increased cash fl ow is already driving more 
drilling in western Canada. There were 340 rigs active in January 
2017 as the winter drilling season began in earnest, the highest 
number since early 2015. The Canadian Association of Oilwell 
Drilling Contractors (CAODC) is expecting the number of wells 
drilled in 2017 to increase by 31 per cent over last year.

There are also indications that other production-related fi eld-
work will increase. While service rig utilization remains well below 
2015 levels, the CAODC reported that in November 2016, 32 per 
cent of the 1,003 available service rigs were working, the highest 
rate in 2016 and in the past year.

What service company customers expect in 2017

EXPLORATION & PRODUCTION COMPANIES

Signifi cant 
increase  in revenue

How do you expect your organization’s revenue to change in 2017?

Signifi cant
decrease  in revenue

Slight decrease 
in revenue

No change Slight increase 
in revenue

9.66% 16.81% 19.33% 45.38% 8.82%

Investing in growth 
projects
47.06%

Paying down debt
21.57%

Investing in 
productivity 
improvements
14.22%

Unsure
8.82%

Paying dividends
8.33%

What is your organization’s 
current primary objective 
when it comes to spending 
free cash fl ow?Exploration and development

Maintenance, repair and operations

New capital projects

Enhanced oil recovery

Technology and process improvement

Company acquisition

Unsure

Plant debottlenecking

Public relations and marketing

Water treatment and steam generation

Emissions management

Other environmental sustainability initiatives

Crude-by-rail

What are your organization’s most signifi cant opportunities for 
capital spending in 2017?

31%

20%

11%

9%

8%

8%

5%

3%

2%

1%

0%

1%

1%

1%

Capital expenditure forecast (billions)

Sources: CAPP, ARC Energy Research, CanOils, FirstEnergy Capital
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JWN surveyed over 800 representatives from the oil and gas industry in the late fall to get their views of how 2017 will play out. Here 
are the views of exploration and development companies, midstream operators and oilsands operators on 2017.

2015 2016 2017 (forecast)

2017 FORECAST
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22%

15%

14%

9%

9%

8%

7%

5%

3%

3%

2%

2%

Investing in productivity 
improvements
28.40%

Investing in growth 
projects
27.16%

Paying down debt
19.75%

Unsure
14.81%

Paying dividends
9.88%

Maintenance, repair and operations

New capital projects

Technology and process improvements

Unsure

Plant debottlenecking

Enchanced oil recovery

Exploration and development

Company acquisition

Public relations and marketing

Water treatment and steam generation

Other environmental sustainability initiatives

Emissions management

Crude-by-rail

Investing in growth 
projects
48.14%

Unsure
16.67%

Paying dividends
16.67%

Investing in productivity 
improvements
9.26%

Paying down debt
9.26%

What is your organization’s 
current primary objective 
when it comes to spending 
free cash fl ow?

OILSANDS OPERATORS

What are your organization’s most signifi cant opportunities for 
capital spending in 2017?

What are your organization’s most signifi cant opportunities for 
capital spending in 2017?

Signifi cant 
increase  in revenue

How do you expect your organization’s revenue to change in 2017?

Signifi cant
decrease  in revenue

Slight decrease 
in revenue

No change Slight increase 
in revenue

12.75% 16.67% 20.59% 41.17% 8.82%

MIDSTREAM

1%

1%

1%

2%

2%

1%

0%

What is your organization’s 
current primary objective 
when it comes to spending 
free cash fl ow?27%

24%

12%

10%

8%

7%

5%

Maintenance, repair and operations

New capital projects

Technology and process improvement

Company acquisitions

Plant debottlenecking

Unsure

Public relations and marketing

Water treatment and steam generation

Crude-by-rail

Exploration and development

Emissions management

Other environmental sustainability initiatives

Enhanced oil recovery

How do you expect your organization’s revenue to change in 2017?

12.12% 22.73% 49.98% 12.12%

Signifi cant 
increase  in revenue

Signifi cant
decrease  in revenue

Slight decrease 
in revenue

No change Slight increase 
in revenue

3.03%

Source: Oilweek 2017 Outlook Survey

Source: Oilweek 2017 Outlook Survey
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Amid a state of fragile optimism that the oil and gas industry may 
be emerging from its worst downturn in a generation, JWN and 
partner Grant Thornton have solicited the opinions of service 
and supply sector professionals for an insider’s view into what 
lies ahead through 2017.

Undoubtedly, 2016 will go down in history as one of the harsh-
est in the careers of most in the oilpatch as the price of crude 
oil bottomed out in the first quarter at under $30 WTI. The col-
lapse in the price from over $100 WTI as recently as 2014 had 
a devastating impact on the industry, one in which downsizing 
and layoffs also peaked in the midst of budget cutbacks and 
cancelled projects. Those circumstances were abundantly clear 
in the first Service & Supply Outlook Report released one year 
ago, when a sense of gloom pervaded the outlook of the majority 
of respondents.

In this report, we sought to gauge the opinions of oil and gas 
professionals at a time when the price of oil has stabilized in 
the $50 range and many producers gingerly begin to raise their 
capital spending budgets. We wanted to determine the full extent 
of the increase in expectations for the coming year and to dive 
more deeply into what it means for various subsectors of the 
industry—who stands to benefit most, and who faces continued 
challenges going forward.

We began our investigation with a comprehensive survey of 
372 professionals spanning the breadth of the industry, from 
oilfield services/field operations and ex ploration and development 
to transportation, distribution, construction management, in-
strumentation, manufacturing and maintenance. 

We further subdivided the results by the size of the organiza-
tions, in terms of revenues and employee numbers, taking into 
account all those from small independent oilfield companies to 
large multinational corporations. And we extracted more insight 
by approaching respondents to interview from various depart-
ments and levels in order to gain a balanced and comprehensive 
sample of opinions and perceptions.

We gathered assessments, looking both forward and back-
ward, to learn from both how the industry coped with last 
year’s nadir in the sector and how it intends to benefit from 
the apparent stabilization of prices going forward. Our first 
year-over-year results also provide a new level of insight as we 
are able to make comparisons with prior-year assessments 
and predictions.

This year’s survey also takes a deeper look at how companies 
are managing rapid change in the service market. This includes 
continuity planning in an era of major changes in staffing, how 
service companies are collaborating with others in the supply 
chain, and how they are managing technology disruptions.

In addition, JWN and Grant Thornton conducted two in-
spired conversation workshops—one in Edmonton and one in 
Calgary—with industry participants to gain individual insights 
into what lies ahead from those most closely plugged into 
the sector.

What emerged is what we believe to be a comprehensive and 
statistically accurate portrayal of the state of the service and 
supply industry as perceived by its leading decision makers as 
we enter a guardedly optimistic period in the year ahead.

Service and supply outlook
survey introduction

Financial performance     .............................................................................................................................................................................................................................     20 
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2017 service and supply outlook     ................................................................................................................................................................................................     30
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The survey reached a broad and representative cross section of the Canadian energy industry.
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Financial performance

If profits accrued last year are any indication, 2016 looked 
very much like 2015, the first full year since the oil price 
collapse. Seventy per cent of overall survey respondents 
reported a fall in income and just 22 per cent cited an 
increase from the prior year. In 2015, a similar 73 per cent 
reported declining profits against 20 per cent reporting 
increased profits.

However, it is apparent the bleeding was beginning to be 
stemmed in 2016 as cuts in profits, on average, did not go 
as deep as they did in 2015. Indeed, the largest increase 
compared to 2015 was in those reporting the smallest de-
crease in profits—just one to 10 per cent—from the prior 
year. However the low, and almost unchanged since 2015, 
number of respondents reporting a rise in profits year over 
year indicates that while the sector may have bottomed out, 
signs of recovery remained fragile at best.

The prolonged downturn has not im-
pacted different-sized companies and sub-
sectors equally. Through 2016, mid-sized 
companies in the $21 million to $50 million 
revenue range stood out as adjusting best 
to the challenging price environment, rack-
ing up the largest profitability improvement 
with 25 per cent indicating profitability in-
creases over 2015 compared to just 13 
per cent in last year’s analysis. This may be 
due to the fact that they likely have a lighter 
hierarchy than larger organizations and can 
consequently be more nimble. Profitability 
remained virtually unchanged among oth-
er company size ranges, with the smallest 
companies generally facing the biggest 
challenge to maintain or increase profits.
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39%
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12%
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That the service and supply industry was still 
painfully adjusting to the lower-for-longer price en-
vironment in 2016 was further shown by the 39 per 
cent of respondents indicating they experienced a 
greater than 20 per cent decline in revenues. Overall, 
only one-quarter saw revenues increase against 72 
per cent reporting a revenue decline, proving 2016 
was another tough year for the industry as a whole.

3%

2014-15 2015-16

Profitability decline No change Profitability increase

74% 8% 18%

71% 11% 18%
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74% 21%5%
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85% 13%2%
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73% 22%5%
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The reported changes in revenues from 2015 to 2016 indi-
cate several sub-industries continued to see dramatic declines, 
with more than 40 per cent of respondents in the engineering, 

procurement and construction management (EPCM), oilfield 
services/field operations, manufacturing and transportation 
sectors witnessing an over 20 per cent fall in revenues.

PERCENTAGE OF CHANGE IN REVENUE FROM 2015 TO 2016 BY SUB-INDUSTRY
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On the positive side of the ledger, those subsectors 
reporting the highest percentages of increased revenues 
included distribution, transportation and maintenance. 

Transportation is unique in that while 45 per cent of 
respondents reported revenue declines of more than 20 
per cent, the worst of any subsector, another 35 per 
cent reported some level of revenue increase, indicating 
transportation firms either fared very badly or managed 
quite well, with few in between. This could be due to 
factors such as company size, operating areas, contract 
lengths (oilsands versus conventional) and different areas 
of service. Those most highly dependent on transport-
ing drilling rigs, for instance, were hit hard, while those 
focused more on fluid hauling may have benefitted from 
the lack of pipeline capacity.

Distribution stands out as the only group that wit-
nessed significant revenue increases of over 20 per cent 

in 2016 (19 per cent of respondents), which could be 
indicative of some in this group now reaping the benefits 
of leading-edge cost control. As the distribution of goods 
and services represents a sector of the economy not 
limited to oil and gas, distributors are able to benefit 
from technological advancements realized in other areas, 
such as distribution of consumer goods. For example, 
advances in item labelling and tracking, just-in-time de-
livery and fleet management, made possible in part by 
considerable advances in the industrial Internet of Things, 
have migrated to the oilpatch, bringing about increased 
efficiencies and reduced costs.

Additionally, by cross referencing the profit and reve-
nue data, it is apparent profits were not declining as quick-
ly as revenue, which indicates some of the medium-term 
cost-cutting measures were working as field operations 
became leaner and productivity improved. 
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Delayed payments, cancelled orders and 
cost concessions lead purchasing practice 
changes
When asked how customers changed their purchas-
ing practices in 2016, 34 per cent of respondents 
reported customers defaulting on payments and 
cancelling or delaying orders (roughly the same 
as 2015). There remains a house of cards effect 
occurring whereby cash-strapped companies are 
passing on their financial distresses to suppliers. 
This suggests that the investments needed to make 
these organizations, and the industry, leaner will con-
tinue to lag. 

The distribution, exploration and development, 
and maintenance sub-industries were the hardest hit 
and manufacturing and oilfield services/field oper-
ations were the least impacted by cancelled orders 
and delayed payments, reflecting not only the idling of 
much of the drilling fleet last year, but also the contin-
ued activity in midstream and oilsands operations as 
longer-term projects continued to be funded.

Requested customer pricing 
concessions under 30%

Cancelled or delayed existing orders

Delayed invoice payment

Engaged your organization to find 
collaborative cost-reduction solutions

Requested customer pricing 
concessions over 30%

Shifted business to your organization 
from your competitor or vice versa

Unsure

Defaulted on payment

Consolidated purchasing from 
one supplier

No changes

HOW CUSTOMERS CHANGED PURCHASING PRACTICES

HOW CUSTOMERS CHANGED PURCHASING PRACTICES BY SUB-INDUSTRY
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4%

3%

3%

0%

2015 2016

DISTRIBUTION – When asked how their customers 
changed their purchasing practices, distribution com-
panies stood out with the highest number of respon-
dents for delayed invoice payment at 21 percent and 
cancelled or delayed existing orders at 25 per cent. 
This suggests that customers continued to struggle 
to make ends meet through 2016. 

E&D – As exploration activity continued to fall vic-
tim to budget slashing, exploration and development 
companies ranked requesting customer pricing con-
cessions (32 per cent total) and canceled or delayed 
orders (24 per cent) as top ways their customers 
changed their purchasing practices. 

EPCM – EPCM found the most success of all the sub- 
industries in being able to engage with clients to find 
collaborative cost- reduction solutions (17 per cent).

I&C – When requests for customer pricing concessions 
of both over and under 30 per cent are combined, 
instrumentation and control was hit hardest among 
sub-industries, with fully one-third of clients attempting 
to drive some level of price cuts (33 per cent).

MAINTENANCE – While this sub-industry saw few 
requests for deep pricing concessions of over 30 
per cent, maintenance experienced the highest level 
of asks for more moderate pricing cuts of under 30 
per cent (23 per cent).

MANUFACTURING – Oilfield manufacturers faced 
fierce competition in the market, with 19 per cent 
reporting either gaining or losing business to a 
competitor.

OILFIELD SERVICES – As a diversified sector, oilfield 
services and field operations companies found that 
their customers purchasing practices were aligned 
with the industry averages.

TRANSPORTATION – Transportation companies 
were the least likely to engage with customers to 
find cost-reduction solutions (5 per cent), but also 
least likely to see business gained or lost to com-
petitors (5 per cent), suggesting their clients were 
relatively happy with existing agreements.
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Requesting price concessions remains another highly ranked 
purchasing practice at 27 per cent in both 2016 and 2017, 
though there has been a perceptible shift toward asking for 
smaller pricing concessions. Requests for deep cuts of over 
30 per cent declined from 12 per cent in 2015 to nine per cent 
in 2016, matched by a corresponding three-percentage-point 
rise in requests for shallower price concessions of under 30 
per cent. 

The instrumentation and controls, exploration and development, 
and transportation subsectors saw the greatest pressure to reduce 
costs by more than 30 per cent as indicated by over 10 per cent of 
respondents in these subsectors, while those in maintenance and 
manufacturing felt the least pressure to make such dramatic cuts 
in prices through 2016. This reflects the greatest strain on those 
sectors furthest upstream in exploration and drilling, as budgets 
for such activities remained hardest hit through 2016.

Reducing head count continues to 
dominate cash-flow management
The choice of employee-related cost re-
duction as respondents’ most favoured 
cash-flow management strategy aligns 
with the large-scale layoffs witnessed 
throughout the industry over the past 
two years. In fact, head count reduction 
gained steam in 2016, rising four per-
centage points compared to 2015 and 
was consistent across almost every sub-
sector surveyed.

Non-employee-related cost reduc-
tions and reducing inventory/selling 
assets were the next most common 
cash flow management initiatives tak-
en. Aggressively pursuing old accounts 
receivables declined from nine to five 
per cent, an indication that this option 
was largely exhausted in the first year 
of the downturn. 
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APPROACHES TAKEN TO MANAGE CASH FLOW

2015 2016

Revenue declines exceeding expenditure controls, 
further eroding profitability
Cost cutting did not keep pace with revenue declines in 2016, 
resulting in further erosion in profitability. Despite the low oil 
and gas price environment, costs went up about half as often 
as they went down, limiting cost reduction effectiveness. This 
may in part be the result of the project-based work cycles 
whereby, when there is work, organizations like EPCMs and 
instrumentation and control are working full out and don’t have 
the opportunity to focus on effective cost controls as they 
deliver the project and attempt to win new work. Considering 
the length of the downturn, however, it would have been ex-
pected that cost controls would have had greater impact 
through 2016.

CHANGE IN PROFITABILITY VS. CHANGE IN COST 
FROM 2015 TO 2016 (PERCENTAGE)
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The largest companies, those with $51 million to $100 million 
in revenue, as well as those with over $100 million in revenue, were 
most likely to rely heavily on employee-related cost reduction, 

having a larger employee base and more flexibility to trim, though 
this could complicate positioning for a turnaround as rehiring and 
training new workers could become an issue. 

APPROACHES TAKEN TO MANAGE CASH FLOW BY COMPANY SIZE

APPROACHES TAKEN TO MANAGE CASH FLOW BY SUB-INDUSTRY

DISTRIBUTION – Compared to other sub-industries, 
distribution companies were most likely to delay/defer 
payments to suppliers in order to manage cash flow 
(7 per cent).

E&D – Exploration and development companies were 
appreciably more likely to delay/defer investments to 
manage cash flow (16 per cent), and also most likely 
to look at options to pursue potential windfalls such 
as tax credits and to raise additional funds through 
loans or equity (12 per cent).

EPCM – EPCM companies leaned toward delaying 
and deferring dividend payments (7 per cent) and 
aggressively pursuing accounts receivables (7 per 
cent) as strategies to manage cash flow.

I&C – Instrumentation and control companies were 
most able to find non- employee-related cost reduc-
tions (32 per cent) while also being least likely to re-
duce inventory and sell assets (6 per cent), but ranked 
as most likely of the sub-industries to delay/defer 
dividend payments (9 per cent).

MAINTENANCE – Maintenance firms chose least 
often to take employee-related or non-employee- 
related cost-cutting measures (30 per cent), instead 
favouring debt restructuring/renegotiation (8 per cent) 
and delaying and deferring payments to suppliers (6 
per cent).

MANUFACTURING – Manufacturers led among sub- 
industries in reducing inventory and selling assets (17 
per cent) as new orders remained weak through 2016.

OILFIELD SERVICES – Among sub-industries, oilfield 
services and field operations most favoured delaying 
and deferring repayments of debt to manage cash flow 
(7 per cent).

TRANSPORTATION – Almost 30 per cent of transpor-
tation companies chose to reduce costs via employee- 
related measures (29 per cent), while the sub-industry 
also leaned more heavily on aggressively pursuing ac-
counts receivables (9 per cent) to manage cash flow.

BELOW $5 MILLION – The smallest companies surveyed 
were least likely to engage in employee-related cost-reduction 
measures (22 per cent) and were most likely to delay/defer 
repayments of debt (6 per cent) to manage cash flow.

$5 MILLION TO $20 MILLION – Companies with revenues 
of $5 million to $20 million were most likely to delay/defer pay-
ments to suppliers (8 per cent) as well as to delay/defer dividend 
payments (8 per cent).

$21 MILLION TO $50 MILLION – Companies with revenues 
of $21 million to $50 million were least likely to delay/defer 
investments (6 per cent).

$51 MILLION TO $100 MILLION – Companies with revenues 
of $51 million to $100 million were significantly more likely to 
lean on employee-related cost reduction (34 per cent) ranked 
lowest in reducing inventory and selling assets (7 per cent).

$101 MILLION AND ABOVE – The largest companies 
surveyed were least resistant to delaying or deferring dividend 
payments to manage cash flow (1 per cent) and more likely to 
reduce inventory or sell assets (14 per cent).
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Deferring investments and selling 
inventory/assets
By subsector, it was apparent direct drill-
ing–based sub-industries continued to dig 
in and attempt to maintain current opera-
tions rather than grow amid the collapse 
in drilling activity last year, as exemplified 
by 15 per cent of exploration and develop-
ment and nine per cent of instrumentation 
and controls companies indicating the de-
lay or deferral of any type of investments.

Responses also suggest companies 
are not extending energy into creative 
cash-generating or preserving oppor-
tunities like pursuing tax credits, the 
third-lowest priority; rather, they are re-
ducing inventory and selling assets, the 
third-highest priority. 

The preference to reduce inventory 
and sell assets was cited by 13 per cent 
industry-wide, about the same as a year 
earlier. By company size, the $51 million 

to $100 million by revenue group stood 
out as showing the least enthusiasm for 
this option at just seven per cent. 

Almost one in 10 respondents indi-
cated delay or deferral of investments 
as another means to manage cash flow. 
The companies least inclined to delay 
or defer investments comprised the  
$21 million to $50 million by revenue group 
and the greater than $100 million by 
revenue group.

By company size, those 
with $21 million to $50 mil-
lion in revenue and those with 
$51 million to $100 million in 
revenue are the most likely to 
favour debt and the least like-
ly to favour equity as a source 
of capital going forward. 

2017 SOURCES OF CAPITAL BY SIZE OF ORGANIZATION (PERCENTAGE)

Companies’ primary sources of capital 
more balanced, less debt heavy
Companies will continue to take a balanced 
approach to capital in 2017 amid delicate 
prospects for increased industry activity, in 
contrast to sourcing capital largely through 
debt when oil prices peaked three to four 
years ago. Responses don’t necessarily in-
dicate whether equity and debt are new or 
existing, but based on follow-up questions, it 
is most likely the latter. Those respondents 
who indicated none of the above presumably 
are planning to generate capital from free 
cash flow from operations. 

2017 SOURCES OF CAPITAL
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Cost competiveness

Managing costs critical to survival in
lower-for-longer price environment
In spite of two years of low oil prices, the service and 
supply sector has not succeeded in reducing costs to a 
corresponding degree.

The lower-for-longer oil price environment that has de-
veloped over the past two and a half years is unlikely to 
give way to the $90–$100 oil price range seen in the years 
prior to the price collapse any time soon. The technolo-
gy-driven shale gas and tight oil revolution that revived the 
industry in North America has enabled production at an 
even lower price point. This will likely keep a cap on prices 
going forward, as any large increases will trigger more pro-
duction out of tight oil basins and force prices down again. 
Already a relatively high-cost producing region, western 
Canada will therefore continue to be under cost pressures 
to compete in this new price environment. Waiting out the 
rout in the oil price is not an option.

Unfortunately, cost cutting in 2016 was not as effective 
as anticipated in the new lower oil price environment. 
Rather than seeing across-the-board reductions in costs 

as might be expected, 30 per cent of respondents indicated 
their companies’ costs had risen, compared to 60 per cent who 
reported cost reductions.

SERVICE COMPANIES CHALLENGED TO CUT 
COSTS IN 2016
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Those companies most able to cut their costs were the largest 
ones, with over $100 million in revenue. They reported reducing 
costs 63 per cent of the time, albeit mostly by cutting 10 per cent or 
less and raising their costs just 20 per cent of the time. Those 
most likely to cut costs the deepest, discounting more than 

20 per cent, were the mid-sized companies. Those companies 
with revenues between $50 million and $100 million actually 
saw costs increase more often than decrease, by 53 per cent 
and 47 per cent respectively, indicating costs on their own are 
not necessarily an indicator of economic activity. 

Purchasing habits evolve to
changing conditions
Decreasing costs often result from dif-
ferent market forces as strains percolate 
through the supply chain and customer 
purchasing practices adjust to the new 
commodity price environment. In 2016, 
demands for pricing concessions under 
30 per cent saw the biggest increase in 
purchasing preference, up three points 
to 18 per cent—equal to cancelled or 
delayed existing orders, which saw a 
minor decline in 2016. Delayed invoice 
payment was almost as common a re-
sponse at 16 per cent, indicating that 
together with cancelled and delayed or-
ders, customers were experiencing cash 
flow problems of their own. 

HOW DID YOUR ORGANIZATION’S TOTAL COSTS CHANGE IN 2016 RELATIVE TO 2015?

0

Under $5M

$5M to $20M

$21M to $50M

$101M and over

Average total

$51M to $100M

12%9% 17% 27% 19% 5%8% 3%
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12% 6% 29% 41% 12%

13% 13% 21% 5% 24% 3% 3% 18%

3% 23% 33% 10% 18% 3% 10%

11% 17% 20% 11% 18% 8% 4% 11%

The deepest cost cutting took place in the transportation and 
oilfield services/field operations subsectors, in which almost one 
in five respondents reported cost cutting of over 20 per cent. When 
all levels of cost cutting are considered, the oilfield services/
field operations and exploration and development subsectors cut 
most often, with 69 per cent of respondents reporting negative 
cost changes in 2016 relative to 2015. This is an indication 

producers continued to force down costs at the exploration and 
drilling end of the business as competition for contracts intensi-
fied amid the collapse in drilling activity, which was precipitated 
by the price rout. Those subsectors most successful at maintain-
ing or increasing prices included transportation and distribution, 
with roughly 60 per cent of respondents indicating their costs 
did not change or increased.

2015 VS. 2016 CUSTOMER PURCHASING PRACTICES
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Demands for price concessions of under 30 per cent 
(18 per cent of respondents) and over 30 per cent (nine per 
cent of respondents) indicate the proclivity to push down 
through the supply chain to the next person to become 
leaner remained a preferred option of almost one-third of 
customers in 2016.

There has also been a slight drop in the willingness 
of organizations to collaborate to cut costs, from 15 to 
12 per cent, with the smallest companies (under $5 million 
in revenue) least likely to be engaged in cost-cutting 
collaboration at just eight per cent. Organizations are 
doing what they can to maintain cash flow and working 
capital, and as price recovery continues to be elusive, 
companies may feel they do not have the luxury of 
focusing on long-term relationships when they are not 
sure if they or their customers will survive in the near 
term. Still, this represents a missed opportunity for a 
potential win for both sides and a means to increase 
productivity for the industry as a whole.
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PRODUCT/SERVICE PRICING EXPECTED TO INCREASE 
IN 2017

It is interesting to note that the efforts of producers/
buyers to squeeze suppliers/vendors on price do not 
appear to have translated to anticipated lower pricing 
going forward. About one-third of respondents predict 
zero change in pricing in 2017 and 38 per cent suggest 
prices will increase, compared to just 27 per cent ex-
pecting to lower their prices this year. Those subsectors 

most bullish about price increases are oilfield services/
field operations, transportation and distribution, while 
exploration and development is most optimistic of big 
price increases of over 10 per cent, indicating that an 
uptick in exploration and drilling could allow the suppli-
ers most involved in those activities to claw back some 
of their earlier price concessions.
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Controlling costs into 2017
Despite the mass layoffs already in-
curred by the industry (56 per cent re-
ported their organizations downsized 
in 2016, compared to 19 per cent that 
added staff), reducing staff-related costs 
remains the dominant cost-reduction 
strategy entering 2017. Seventeen 
per cent of respondents pointed to 
layoffs and a further 14 per cent 
cited reductions in employee com-
pensation as top choices for cutting 
costs. However, both these priorities 
dropped two points from a year ago, 
suggesting employee cutbacks may 
have bottomed out and companies are 
increasingly looking elsewhere, like to 
consolidating offices and rationalizing 
services and products, for alternatives. 
The tendency to look to new suppliers 
dropped off from 10 to seven per cent 
as a cost-cutting measure.

2015 VS. 2016 COST-REDUCTION STRATEGY PRIORITIES
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Through 2016, the smallest companies, those with 10 or fewer  
employees, stood out as the most stable by head count, 
with 35 per cent of respondents reporting neither layoffs nor 
new hires, compared to the industry average of 19 per cent. 
Companies of that size tend not to carry non-essential staff or 

to have the scale and flexibility to lay off and rehire in bust and 
boom times. The axe tended to cut the deepest among mid-sized 
companies with between 51 and 500 employees, which saw 
head count shrinkage of more than 20 per cent in one-quarter 
of companies of that size range surveyed. 

HEAD COUNT CHANGE (PERMANENT AND CONTRACT) IN 2016 BY COMPANY SIZE

Technology gains importance as a cost-cutting method
Investing in new technologies, such as supply chain management 
systems and cloud-based customer relationship management solu-
tions, becomes more important in difficult times as companies are 
forced to innovate to reduce costs and remain competitive. Almost 
half of respondents believe that investing in new technology is more 
important in the current low oil environment than during the peak 
oil price period—only 15 per cent think the opposite. Less important More importantSame Unsure

IMPORTANCE OF INVESTING IN TECHNOLOGY 
DURING LOW OIL PRICES VS. PEAK OIL PRICES
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2017 service and supply outlook

Outlook brightens
After bottoming out at the start of 2016 at below $30/bbl, the 
crude oil price had firmed up to over $50 by year’s end and 
was largely forecast to increase gradually through 2017. While 
still far short of the price peaks in the $90–$100 range seen in 
the years leading up to 2014, the upward forecast along with a 
slight rebound in natural gas pricing has been met with a level of 
optimism not seen since mid-2014.

Staff reductions less likely
The first green shoots of a recovery do not let companies off the 
hook when it comes to cost discipline in the historically high-cost 
Western Canadian Sedimentary Basin. Rather, companies need to 
position for a recovery that may or may not materialize in 2017.

While the smallest companies (10 or fewer employees) 
may have been least likely to hire or lay off employees in 
2016, smaller companies with less than $5 million in revenue 
appear to be running out of alternatives to control/reduce 
costs in 2017. Perhaps due to having fewer opportunities for 
rationalization of services and products compared to larger 
organizations, this group ranks highest in eyeing reductions in 
compensation (17 per cent of respondents) and middle of the 
pack in terms of possible layoffs (18 per cent) as cost-control 
measures in 2017.

Mid-sized companies, however, are less likely to target com-
pensation reductions this year, but carry more weight in request-
ing existing suppliers to cut their costs, passing cost-cutting 
measures down the line.

The largest companies, with revenues over $100 million, gen-
erally look to staff-related cost reductions to the same degree 
as the rest of the industry. But with more variety of products and 
services, they have a greater opportunity to rationalize those ar-
eas than their smaller counterparts. Of the top four cost- control 
measures, rationalization of services and products was the only 

one to increase rather than decrease in priority year over year. 
Perhaps surprisingly, the largest companies do not appear to 
be placing much emphasis on getting their suppliers to lower 
costs, a category they led in last year’s analysis. This could be 
due to the fact many suppliers have indicated that, after two 
years of sustained cost cutting, they simply can’t go any lower.

HOW WILL YOUR ORGANIZATION TRY TO CONTROL/REDUCE COSTS IN 2017?
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EXPECTED CHANGE IN REVENUE (2016-17 VS. 2015-16)

2017 REVENUE OUTLOOK BY SUB-INDUSTRY (PERCENTAGE)

Industry to return to growth mode
The first evidence of sentiment for at least 
modest recovery this year is reflected in 
the 62 per cent of respondents forecasting 
their revenues will grow in 2017, compared 
to just 25 per cent last year. The sense that 
the worst of the downturn is over is seen 

The most bullish groups from a company-size perspective 
are mid-sized organizations with $21 million to $50 million 
in revenue, as well as those with $51 million to $100 million in 
revenue. These companies would have enough size to provide 

scale while having the ability to provide services with smaller 
company agility. They also have the potential for an increase 
in revenue in the event of a sale, due to their attractiveness as 
acquisition targets. 
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field operations TransportationExploration and

development
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one-to-10-per-cent range, rather than a 
return to the rapid growth seen in the lead 
up to the 2014 price plummet.

The sentiment for a moderate recovery 
in 2017 was backed up by the Petroleum 
Services Association of Canada (PSAC)’s 
January drilling activity forecast, adjusted 
upward by 23 per cent to 5,150 wells to 
be drilled (rig released) from its original es-
timate of 4,175 made in early November. 
PSAC said it was observing positive signals 
through the first quarter, including parts of 
the Canadian oilfield service, supply and 
manufacturing sectors realizing an uptick 
in activity as oil prices recover, resulting in 
operators increasing their drilling programs.

Leading the sub-industry groups in 
terms of revenue growth expectations 
are the distribution, maintenance and oil-
field services/field operations subsectors, 
perhaps buoyed by the uptick in drilling 
activity budgeted for by many producers 
heading into 2017.
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Profitability outlook improves for 2017
The positive outlook for moderate improvements in revenues this 
year carries through to the bottom line with overall 61 per cent of 
respondents expecting some level of profit increase, compared 
to 26 per cent forecasting profits to decline in 2017. Year over 
year, there has clearly been a major shift in sentiment—in 2016, 
just 28 per cent forecast profits would rise against 63 per cent 
predicting profit losses. The sentiment is particularly apparent 

in the sharp fall in the number of respondents anticipating the 
deepest decline in profits of over 20 per cent, from 25 per cent 
to eight per cent. There is a corresponding 19-percentage-point 
rise in those expecting profit margin increases of one to 10 per 
cent, portending an end to the harshest bloodletting of the past 
two years. Across the board, every subsector sees fewer com-
panies experiencing profit margin declines of over 10 per cent, 
indicating the sentiment is widely shared throughout the industry.

Optimists versus pessimists
Based on analysis, there is a positive 
correlation between companies that 
have indicated a stronger revenue 
outlook in 2017 and whether their 
organizations sought mergers and 
acquisitions (M&As), private place-
ment and/or initial public offering 
(IPO) activities in 2016. There is also 
a positive correlation between com-
panies that indicated a much weaker 
revenue outlook and the likelihood 
they sought financial restructuring, 
asset divestitures and/or bankruptcy 
protection activities. In other words, 
those who tended to seek M&As and 
private placements are revenue opti-
mists going forward while those who 
leaned toward financial restructuring 
and asset divestiture are revenue 
pessimists going into 2017.

2017 REVENUE OUTLOOK BY ORGANIZATION SIZE

2017 VS. 2016 CHANGE IN PROFIT
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STRONGER REVENUE OUTLOOK CORRELATES WITH M&A, WEAKER 
OUTLOOK WITH RESTRUCTURING

Asset divestiture, financial restructuring, 
bankruptcy protection activities

Free cash flow the preferred source of funding
Primarily, survey respondents indicated they prefer to contin-
ue to fund their companies in 2017 from free cash flow—in-
ternally generated profits after debt servicing—with private 
capital a distant second. Companies appear to be waiting on 
capital work projects, preferring to tough it out until there 
is more price and market access clarity before investing. 

Respondents indicated they either aren’t planning significant 
capital works projects and therefore won’t need to source 
capital, or they believe it is a bad time to enter the capital 
markets due to their less stable balance sheets and stock 
performance, as indicated by only 19 per cent suggesting 
they would seek the assistance of financial institutions or 
capital markets. 

As companies begin looking to expand through organic 
growth or acquisitions, those with limited free cash flow (inter-
nally generated funds in excess of debt servicing) will require 
financing. If your business is seeking capital, you should try to:

• Free up additional working capital to fund growth. Can 
the business support an increased operating loan, extend 
terms with suppliers, shorten the collection period on re-
ceivables or reduce the level of inventory required? Does 
the business have unencumbered assets that could be 
financed to provide additional working capital? Does the 
business need to consider sale and lease back options 
relative to its equipment or real estate in order to reduce 
debt-servicing requirements and/or to generate working 
capital from the equity that exists within those assets? 

• Ensure your existing financing is properly structured to 
allow growth. Are capital assets properly financed under 
term financing rather than through your working capital? 
Is it possible to extend the terms of repayment on loans 
to free up cash flow? 

• Seek alternative sources of capital. Senior debt lenders 
typically require the business to be sufficiently capital-
ized with equity to support defined levels of debt. If 
the level of debt in relation to equity is too high, your 
business may need to source alternative forms of capital 
for growth. Alternative sources of capital may include 
asset-based lenders (financing specific to the assets 
pledged as security), subordinated debt (financing based 
on proven free cash flow) or equity.

THINGS TO CONSIDER

35% 35%

57%
68% 63%

49%
57%

65% 65%

43%
32% 37%

51%
43%

< -21% -20% to -11% -10% to -1% 1% to 10%0% 11% to 20% 21% >

M&A, private 
placement, IPO activites

*For more information, please see the Resources section on page 56.
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Mid-sized companies with $21 mil-
lion to $50 million in revenue are less 
likely to obtain capital from free cash 
flow than both their smaller and larger 
counterparts. One possible explanation 
is that these companies have not gen-
erated sufficient free cash flow to fund 
growth. Other than obtaining capital 
from free cash flow, the smaller com-
panies will rely more heavily on private 
capital and major financial institutions 
for their capital needs, while the larg-
est companies have greater ability to 
tap capital markets and avoid financial 
institutions.

MECHANISMS FOR OBTAINING CAPITAL BY COMPANY SIZE

2017 FINANCING MECHANISMS

Mergers 
and 

acquisitions

Financial 
restructuring

Asset 
divestiture

Private 
placement

Unsure Bankruptcy
protection

IPOs

3%

6%

11%

17%

21%

40%

2%

Subsectors relying most on free 
cash flow from operations were the 
upstream- focused exploration and 
development, and instrumentation 
and controls, while those leaning 
most heavily on private capital 
included manufacturing and instru-
mentation and controls (this subsec-
tor ranked high in both free cash flow 
and private capital as it ranked zero 
in financial institutions and econom-
ic development organizations). The 
distribution and maintenance sub-
sectors looked most often to major 
financial institutions.

2017 MECHANISMS FOR OBTAINING CAPITAL

Free cash flow—
internally generated 

profits after debt 
servicing
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Capital markets

Economic developing 
organizations

Private capital

Unsure
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33%
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UnsureCapital markets
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Whether your company is looking to make an opportu-
nistic buy, wants to sell or would like to use M&A as a 
strategy to grow market share, there are a few things to 
consider in advance of a transaction.

If you are presented with an opportunity to buy 
a competitor, there are a few things to keep 
in mind:
•   A buyer can bridge a valuation gap with a perfor-

mance-based incentive payment. This is a great way 
to minimize up-front risk in today’s market while still 
giving you an upside if and when things turn around.

•   Alternatively, you could propose a partial purchase 
at a lower valuation with a gradual take out at a val-
uation that is revised annually or after some years. 
This allows you to test the market and partnership 
before jumping in. Make sure you have a well-written 
unanimous shareholders’ agreement in place if taking 
this route. 

•   If you’re confident in the future prospects of the busi-
ness, consider whether better terms could be negoti-
ated if the valuation is unmovable. Terms such as less 
cash up front and a higher vendor take back (VTB), or in-
terest only on the VTB for a period of time, could move 
the deal forward while reducing your downside risk. 

If you would like to sell:
•   Ensure you are speaking to the best buyers. Think 

about what makes you unique and different from your 
competitors and highlight this with potential strategic 
acquirers as they may see beyond today’s market if 

compelled. This could result in a higher selling price 
if positioned well. For example, do you have a strong 
geographic presence in an area where a competitor is 
trying to penetrate? Do you have a product or service 
that is a key roll-in to a client’s product or service?

•   Look at your management team and consider if there 
is someone you could invite to buy into the business. 
Bringing them into the company at a favourable valua-
tion may be a beneficial long-term strategy, because:

     o   it allows them to build equity, which they can 
leverage down the road to buy out the remaining 
ownership percentage; and

     o   having an engaged management team that runs 
the business without your involvement would make 
a future sale to a third party more compelling. 
 Turnkey businesses often command the most in 
terms of valuation. 

If you are looking for growth and/or diversifi-
cation by M&A:
This is often best achieved during depressed markets. 
Rather than building capabilities organically, an acqui-
sition is a faster way to improve your service offering 
while adding revenues immediately to the books under 
the combined entity. It can also add management depth 
in a new region, product or service offering. Ask:
•   Is there a geographic region you don’t sell into 

right now?
•   Is there a product or service that would be comple-

mentary to your current offering, making your entire 
offering more appealing to customers?

M&A activity favours largest companies
With the prolonged downturn, consolidation has been a key 
survival mechanism. With an upswing now on the horizon, 
companies are falling into two distinct camps—the haves 
and the have nots—with mergers and acquisitions for the 
haves and financial restructuring for the have nots emerging 
as the two top priorities in 2017.

It also becomes clear the smallest companies, with 
under $5 million in revenues, are in the weakest position 

to make acquisitions. When asked if they will be actively 
seeking to do any of the range of options indicated in the 
figure below, they represented the only size category 
where financial restructuring ranks as a higher priority 
than M&A activity (17 per cent versus 14 per cent). 
Consistently, as company size increases, likelihood to 
engage in M&A rises, reaching 30 per cent among the 
largest organizations. Conversely, propensity to favour 
private placement decreases with company size. 

THINGS TO CONSIDER

*For more information, please see the Resources section on page 56.
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FINANCING MECHANISMS SOUGHT FOR 2017 BY COMPANY SIZE

Among subsectors, those most likely to eye M&A activity were 
distribution, instrumentation and controls, and oilfield services/
field operations companies. Oilfield services/field operations 

also ranked highest among subsectors surveyed for financial 
restructuring, suggesting the sector is ripe for consolidation in 
the coming year.

Asset divestiture, the third-highest ranked financing mecha-
nism overall, is relatively evenly distributed among subsectors, 
ranging from a low of eight per cent for exploration and develop-
ment to 14 per cent for transportation. Given the higher rank for 
financial restructuring among all subsectors, there are likely to 
be more assets on the market this year.

FINANCING MECHANISMS SOUGHT FOR 2017 BY SUB-INDUSTRY
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Overall response to the question of financing mechanisms—
which also included in decreasing priority private placement, bank-
ruptcy protection and IPOs—solicited an unusually high “unsure” 
response of 40 per cent. 
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2017 HIGHEST GROWTH POTENTIAL SERVICE OFFERINGS

Maintenance and repair

Small capital 
projects (e.g. plant 

debottlenecking)

Large capital projects 
(e.g. market access 

projects, new plants)

Exploration and 
development

Turnarounds

Sustainment capital

Operations

Unsure

Future growth lies in maintenance and repairs, 
operations
Though the price of oil is generally anticipated to continue its 
upward trajectory through 2017, it is not expected to return to 
anywhere near the levels that ignited the oilsands megaprojects 
boom of the early teens any time soon. Those in the industry most 
able to adjust to the new moderate growth reality—focused on 
maintenance and repair and operations—are the ones most likely 
to prosper in the near term.

Large capital projects are seen by just 11 per cent of re-
spondents as having the greatest potential for growth in 2017, 
favoured, as would be expected, most highly by representatives 
of the largest companies with the most wherewithal to carry 
them out, at an above- average 17 per cent. Industry-wide, small 
capital projects like plant debottlenecking rank somewhat higher 
at 15 per cent.

While capital expenditures remain in a lull, additional produc-
tion continues to come online as projects started before the bust 
are completed, creating an expanding need for maintenance and 
repairs, selected as the most favourable avenue for growth poten-
tial at 22 per cent. Operations, the second-highest-rated area for 
growth, sits at 19 per cent. The preference for maintenance, repairs 
and operations represents the closest thing to an annuity model 
of work. Maintenance, repairs and operations also represent an 
investment where companies can cut costs and increase produc-
tivity going forward. With the days of large-capital megaprojects 
largely over for the foreseeable future, those organizations that 
are unable to pivot to the small capital and sustainment capital 
projects risk being left behind.

5%

8%

9%

11%

11%

15%

19%

22%

Foreign market opportunities
Canadian companies aren’t focused on 
any one specific market outside of the 
U.S. (which 20 per cent selected as 
their priority for international business 
development, overshadowed only by 
the 27 per cent who have no plans for 
foreign endeavours), but over half of re-
spondents showed interest in pursuing 
opportunities outside North America. 
Favourable policy (such as lowered 
trade barriers to Mexico and Iran) and 
stronger international currencies are 
some of the drivers behind this shift 
in focus. Year over year, the biggest 
shift was an increased interest in Latin 
America—19 per cent of respondents 
favoured Mexico, South America and 

Central America this year, compared to 
10 per cent a year ago. 

NOTE: The survey was completed prior 
to the change in government in the U.S., 
where the new administration has since be-
gun enacting new policy intended to foster 
expansion of the oil and gas industry. There 
are potential positives—such as increased 
access to federally controlled land, corpo-
rate tax reductions and reduced regulatory 
intervention—and negatives—such as a po-
tential renegotiation of NAFTA, a suggested 
border tax and preference for American 
products and services—that could come 
into play over the course of the new adminis-
tration’s mandate. It is too early to speculate 
on the impact of the proposed changes. 

“ We added 
complementary 
services and with 
a bit of trial and 
error it proved to be 
hugely beneficial. 
We broadened our 
scope of operations 
beyond Alberta and 
focused on tapping 
the U.S. market.”

   — Workshop participant
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2017 INTERNATIONAL GEOGRAPHICAL PRIORITIES FOR BUSINESS DEVELOPMENT

27%

8%

6% 6%

4%

9%

9%

7%

4%

20%

Do not plan to 
focus on business 
developing 
outside Canada

South America Mexico Europe Asia Central America AfricaMiddle EastU.S. Unsure

Unsure

Expanding beyond Canada can be stressful and com-
plex. Penalties associated with non-compliance with non- 
Canadian tax and regulatory laws can be extremely onerous, 
and inappropriate structuring of any non-Canadian activities 
could result in double tax.  

Items that may need to be considered in respect of 
any proposed expansion include, but are not neces-
sarily limited to:   

• foreign federal and provincial/state sales or value-added 
taxes and associated registrations and filings;

• personal income taxes, including the obligation, if any, 
to remit employee source remittances in respect of any 
remuneration earned by employees who are exercising 
their employment in the foreign jurisdiction; 

• structuring, as appropriate, to avoid double tax and to 
maximize after-tax cash flow; 

• liability for corporate income tax in the relevant jurisdictions;
• the availability of and impact associated with any tax 

treaty Canada may have with the jurisdiction into which 
you are considering expanding; 

• specific provisions and rules, including local country 
transfer pricing legislation, where the engagement in-
volves transacting with a non-resident of Canada with 
which you deal at non-arm’s length; 

• establishing supportable transfer pricing policies for 
cross-border transactions, including product sales, ser-
vices, intangibles and financing arrangements; and

• efficiently integrating the impact of any non-Canadian tax 
liabilities with your Canadian tax reporting.  

The tax and regulatory considerations to be assessed 
can be complex and it is generally best practice to consider 
these items early and in advance of embarking on any for-
eign engagements or expansions. 

THINGS TO CONSIDER

*For more information, please see the Resources section on page 56.
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LNG presents new market 
opportunity
There is no clear winner when it comes to 
new energy verticals for companies to di-
versify into, which could indicate compan-
ies already feel they are well positioned 
in many of them or willing to sell widely 
to any sector into which they can make 
inroads. An overly broad diversification 
strategy, however, risks organizations 
stretching themselves too thin and setting 
themselves up for failure.

The prospects for new opportunities 
in an emerging liquefied natural gas sec-
tor, which was only added to the list this 
year, have immediately reached relative-
ly equal status with such well-established 
subsectors as the oilsands, indicating the 
LNG sector is on the radar among those 
eyeing infrastructure needs should LNG 
export opportunities move forward. Least-
favoured refining is already largely steady 
state and does not offer much in the way 
of new opportunities.

Renewables could offer more 
stability, predictability
There is a desire among companies to 
get involved in areas that are not solely 
resource-based. For instance, there is 
increased interest in areas like renew-
ables (six per cent average increase) 
that are not so directly tied to the world 
commodity markets and have significant 
government-backed investment, as 
well as guaranteed rates and purchase 
agreements. It could be particularly at-
tractive for subsectors with immediately 
transferable technology, such as instru-
mentation and controls, which ranked it 
most highly. 

2016 VS. 2017 ENTRY INTO NEW ENERGY VERTICALS
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CONTINUITY PLANNING STRATEGIES TO IMPLEMENT IN 2017

Training and coaching
programs

Cross-training of employees in 
business critical roles

Plans to identify, develop and promote high-
potential employees (e.g. management 

fast-track rotational programs)

We do not currently have 
formal succesion plans

Mentor/mentee programs

The top choice of strategy for conti-
nuity planning is fairly evenly split with 
cross-training in business-critical roles 
edging out training and coaching pro-
grams as the current strategy and the two 
switching places for planned strategy in 
2017. This makes sense as cross-training 
would be a priority during times of down-
sizing and new training will increasingly 
become a priority if and when industry ac-
tivity picks up again and companies need to 
rehire. The survey indicated instrumentation 
and controls and manufacturing scored the 
highest in promoting cross-training, while 
exploration and development, which tends 
to have very defined roles within its work-
force, was least likely to do so.

Unsure

CONTINUITY PLANNING STRATEGIES PLANNED IN 2017 BY SUB-INDUSTRY
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Continuity planning picking up pace
It is troubling that, in terms of continuity planning, 18 per cent of 
respondents indicated their organizations did not have a plan and 
15 per cent have no intention to implement a plan in 2017. The gap 
between the short-term and long-term needs of companies to plan 
for continuity is widest in the exploration and development subsec-
tor, where three in 10 respondents said their companies have no 
formal transition plan in place. Manufacturing, distribution and EPCM 
subsectors are furthest ahead in having continuity plans in place, 

with almost 90 per cent of respondents pointing to one strategy or 
another. Looking ahead to 2017, distribution recorded zero respon-
dents who said their companies have no formal continuity plans, 
while transportation, as well as exploration and development, had 
high scores of almost a quarter of respondents replying they have 
no succession plans for this year. With reductions in employees 
and prolonged market pressures, it is important that planning for 
business continuity gains awareness in 2017 as the industry is 
looking to rebound and competition for labour is likely to intensify. 

Continuity planning and
knowledge transfer
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Cross-training was also a dominant theme in our workshops, 
where participants said it is a huge priority—even more critic-
al with reduced staffing—and stressed that an open attitude to 
cross-training was vital. Others expressed that flexibility, skill set 

and suitability for cross-training would be priorities in hiring going 
forward. Whereas during boom times it was all about finding warm 
bodies to fill vacancies, today’s market pivots to hiring those who 
fit the company culture and are open to retraining as roles change. 

KNOWLEDGE AND SKILL RETENTION STRATEGIES PLANNED FOR 2017 BY SUB-INDUSTRY

DISTRIBUTION – Distribution companies were the most 
proactive in planning for continuity, ranking highest in 
both training and coaching programs (32 per cent) and 
in cross-training of employees in business critical roles 
(29 per cent), while scoring topmost in terms of having 
any kind of succession strategy at 100 per cent.

E&D – Exploration and development firms were 
among the least prepared of sub-industries for conti-
nuity, with almost a quarter of respondents indicating 
no current formal succession plans (23 per cent).

EPCM – The EPCM sub-industry ranked among the 
highest for mentor/mentee programs (21 per cent) 
and for having some kind of formal continuity plans 
at over 90 per cent.

I&C – Instrumentation and control companies are not 
high on training and coaching programs (6 per cent), 
but rank highest among sub-industries in investing in 
mentor/mentee programs (23 per cent) and in hav-
ing in place plans to identify, develop and promote 
high-potential employees (29 per cent).

MAINTENANCE – Maintenance companies most fa-
voured cross-training of employees in business critical 
roles as the strategy to best prepare for employee 
continuity (27 per cent).

MANUFACTURING – Among manufacturers, training 
and coaching programs won out as the most-valued 
continuity planning strategy (29 per cent).

OILFIELD SERVICES – As a diversified sector, oilfield 
services and field operations companies found that 
their customers purchasing practices were aligned 
with the industry averages.

TRANSPORTATION – Transportation holds the 
distinction of having the highest level of companies 
lacking any kind of formal continuity plans at almost 
one in four (24 per cent).

Communication key to retaining knowledge 
and skills
With prior reductions in staff, current employees being stretched 
and an expectation for modest growth through 2017, it becomes 
more critical to have strategies in place to prevent loss of know-
ledge and skills, especially to competitors. Open communication, 
shared leadership and leading by example continue to be empha-
sized in retaining critical skills and knowledge. Taken together, 
54 per cent of organizations have identified some sort of open 
relationship between management and employees as their pre-
ferred strategy.

By subsector, exploration and development companies fare 
worst in terms of having no current plan, or plans for 2017, to 
prevent loss of knowledge and skills. Given its susceptibility 
to the ups and downs of the petroleum industry’s boom and 
bust cycle, it is a sector that potentially pays a high price when 
knowledge and skills are lost, considering that hiring demands 
high levels of education and training. Subsectors faring best with 
knowledge-transfer plans going into 2017 were transportation 
for open communication with staff, manufacturing for shared 
leadership, and exploration and development in terms of leading 
by example. 
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KNOWLEDGE AND SKILL RETENTION STRATEGIES PLANNED FOR 2017 BY COMPANY SIZE
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and job shadowing
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processes and knowledge
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Unsure

Under $5M $5M to $20M $21M to $50M $51M to $100M $101M+

The survey findings dovetail with our workshops, where 
open communication and engagement with employees repeat-
edly came up as a means to retain valuable knowledge and 
skills—and more particularly as a way to retain current staff 
(and thereby the knowledge and skills they possess) and at-
tract a new generation of employees. Open communication 
can pay rich rewards, particularly in terms of retaining younger 

workers, while companies that do not engage their workers 
risk losing them. 

Several workshop participants also pointed to the importance of 
documentation of processes and knowledge (ranked fourth in the 
survey) and the role technology could play to facilitate this. Company 
processes should be documented and employee knowledge banked 
so that valuable information is not lost due to staff turnover. 

By size of company, those below $5 million in revenue were 
most likely to have no strategy to forestall loss of knowledge and 
skills, perhaps lacking the resources in difficult times to make 
this a priority. They were also the most likely to emphasize open 
communication with staff, reflecting the greater ease of commu-
nicating among fewer people with less bureaucratic impediments. 
Additionally, smaller companies are typically more closely held 
(owner managed) with much of the critical knowledge held by the 
owners, presenting a great risk if, and when, staff or ownership 
changes take place. 

The largest companies, those with over $100 million in revenue, 
tended to opt for either open communication or shared leadership 
as strategies, while companies in the $51 million to $100 million 
revenue range were the most diverse in choice of strategy. 

“If you harness 
[employees’] interest, 
they will give you 200 

per cent.”
— Workshop participant
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Delivering change

Producers need to be change leaders
The responsibility to drive change falls most heavily on producers 
(38 per cent) followed by government (25 per cent) and industry 
associations (20 per cent), with service and supply organizations 
(seven per cent) expected to play only a minor role, according 
to the survey results. Clearly, producers that drive investment 
in the industry and are sensitive to both market conditions and 
government regulation (such as royalty regime, pipeline approvals 
and environmental policy) are considered to be best placed to 
lead the charge in creating a healthier environment for growth.

Senior executives tend to be those most involved with 
high-level industry associations and therefore see them as 
a prominent conduit to champion the industry. The challenge 
will be making involvement with these associations more ac-
cessible at the grassroots level.  

Among sub-industries, the only outlier on this point is the 
transportation sector, in which half of respondents call on 
government to drive change and just 18 per cent look to 
producers, perhaps reflecting its sensitivity to government 
regulations and fees, such as incoming carbon taxes. 

GROUPS EXPECTED TO BE INDUSTRY CHANGE LEADERS/CHAMPIONS

38%

25%

20%

8%

7%

1%
1% Producers

Government

Industry associations

Unsure

Media

Educational institutions

Service and supply organizations
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Willingness to change very high
With the continued low oil price environment, 
74 per cent of respondents identified that their 
company is willing to participate in making fun-
damental changes to how the oil and gas indus-
try operates. A readiness to embrace change, 
likely in reaction to the drastic market pressures 
on the industry since 2014, is a good sign as 
adaptation to the new low oil price environment 
continues to be a priority. 

A particularly favourable response to change 
was elicited from some of the most senior per-
sonnel, such as presidents/owners, directors 
and senior advisers, another good sign as these 
are the groups that need to be onside in making 
the necessary decisions to bring about major 
change. As executives continue to face pres-
sures from shareholders in the lower-for-longer 
oil price environment, executives need to be 
open to making a fundamental change to how 
the industry operates to hopefully find a new 
profitable operating model.

READINESS OF ORGANIZATIONS TO BE CHANGE LEADERS/CHAMPIONS BY ORGANIZATION ROLE

WILLINGNESS OF ORGANIZATIONS TO BE INDUSTRY CHANGE LEADERS

President/
owner

Manager

Executive

Senior
adviser

Director

Technical
adviser

Other

12% 34% 45%7%

17% 31% 45%7%

6% 6% 35% 47%6%

20% 43% 33%

7% 31% 53%8%

6% 17% 58% 6%12%

4% 11% 38% 18%28%

1%

2%

2%

Not willing
at all

Neutral Very willingNot very 
willing

WillingUnsure

14%

9%

1%
2%

38%

36%

2%

Not willing at all Not very willing Neutral Unsure Willing Very willing
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Change within organizations also 
welcomed
In a related question, 69 per cent of respon-
dents said their organizations are somewhat 
ready (35 per cent) or ready (34 per cent) to 
make a fundamental change in how their orga-
nization operates within the industry, compared 
to just nine per cent who said their organiza-
tions were not ready. With market fundamentals 
still not favourable, potentially disruptive change 
may be necessary for many in the industry to 
gain new revenues and translate that to bottom- 
line improvements. It remains to be seen if this 
desire will translate into something material, 
but the willingness to make drastic changes is 
an important mind set shift.

By organization size, the companies with 
$51 million to $100 million in revenue are least 
ready for change, with one-quarter of respon-
dents indicating they are not ready, compared to 
12 per cent or fewer in all other size categories. 

Organizations interested in driving change must 
generally look beyond their four walls and think 
about their industry as a whole. Collaboration is 
a key part of this. To encourage industry collabo-
ration, you can:

• Leverage the power in numbers by considering 
strategic alliances with a complementary ser-
vice provider or another company up or down 
the supply chain. Combining fixed-cost centres 
can reduce costs, while partnering to go-to-mar-
ket with another service provider can boost your 
sales network or improve your service offering. 

• Remain in constant communication with your 
employees, suppliers and customers. Frequent 
communication will allow you to uncover your 

customers’ needs, have more open and honest 
dialogue about true cost vs. price, and address 
any fears or concerns before they blow up into 
a bigger challenge. 

• Adopt data collection technology solutions 
to enhance sound decision making in your 
business—such as an ERP system to analyze 
labour, supply and material costs, and CRM 
software to analyze your customers’ purchas-
ing habits and needs. 

Encourage your team to think long term by 
clearly defining your company’s values—and 
staying true to them, even as your strategic 
plan shifts to react to short-term challenges and 
opportunities.

THINGS TO CONSIDER

READINESS OF ORGANIZATIONS TO BE CHANGE 
LEADERS/CHAMPIONS

Not ready
at all

NeutralNot very 
ready

Unsure

3%

6%

13%

ReadySomewhat 
ready

35%
34%

9%

*For more information, please see the Resources section on page 56.
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Technology disruption already 
underway
A plurality of respondents believe technology 
disruption that will fundamentally change the 
way service and supply organizations operate 
is already underway and a further 22 per cent 
believe it will happen in the next two to five 
years. This trend in thinking has been validat-
ed by other reports and analysis, including the 
JWN Digital Oilfield reports, which surveyed a 
broader audience about technology. The take-
away here is no one within the industry will be 
immune from sweeping technology changes 
and organizations can no longer survive with a 
business-as-usual mentality by not investing in 
implementing new technologies, even in cash-
crunch markets. 

TIME BEFORE TECHNOLOGY WILL DISRUPT THE INDUSTRY

It ’s 
currently 
happening

Unsure 2–5 
years

In the 
next 
year

6–10 
years

11 >
years

8%

11%

22%
23%

34%

2%

Demonstrate the business case
As promising as any new technology may appear, com-
panies must not undervalue the importance of backing up 
that promise with a strong business case. Surveys show 
budget constraints are often the biggest barrier to tech-
nology implementation. There is little chance a new tech-
nology will even be considered for trial or implementation 
without a well-defined road map demonstrating return on 
investment in a reasonable time period. Measures that can 
assist in building an objective and compelling business 
case include successful small-scale pilots, case studies, 
scenario analysis and identification of key performance 
indicators to be used to measure and verify benefits.

Create an innovation culture
Effective innovation processes are iterative, beginning 
with the collection of ideas and progressing through 
stages of idea prioritization, experimentation and deci-
sion making about which ideas should be commercial-
ized and ending with the delivery and monetization of 
the innovation. Companies should anticipate and exploit 

early information through “front-loaded” innovation pro-
cesses, avoiding large expenditures to correct late-stage 
development problems. In an industry with high capital 
costs, companies are risk-averse and disinclined to invest 
heavily in unproven technology, even with great promise. 
Experimenting frequently but cheaply can separate the 
useful from the long shots and should be encouraged.

Engage with suppliers
The product-as-a-service model increasingly used in the 
software industry, as well as in others, changes the na-
ture of the relationship between the customer and the 
vendor from that of a one-time purchase to that of an 
ongoing relationship, with the vendor promoting customer 
satisfaction over the life of the product. This benefits both 
sides in the transaction. Tracking customer usage of a 
software or product creates valuable feedback to the 
vendor that can be analyzed and used for ongoing product 
improvement, while the customer’s ongoing relationship 
with the vendor ensures it receives the most benefit from 
the technology.

THINGS TO CONSIDER

*For more information, please see the Resources section on page 56.
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9%

10%

12%

13%

15%

18%

23%

Many companies ill-prepared for technological change
The fact 23 per cent of respondents say creating a safe environ-
ment for innovation is a priority implies they do not have one 
already. At a time when innovation is felt to be critical to survival, 
a further 15 per cent say their companies are not ready to deal 

with technology disruption. Negative profitability and low cash 
flow might not promote a safe environment for innovation, but 
given the critical need for technological advancement in the indus-
try, now is no time to disregard the need to develop a company 
culture for innovation. 

TOP STRATEGIES TO DEAL WITH TECHNOLOGY DISRUPTION

Create a safe environment
for innovation

Systems thinking and the
learning organization

We are not prepared to deal with  
technology disruption

Use data-driven strategic innovation

Fund many innovation projects

Use open-source innovation

Other

The fact that an above-average number of presidents/own-
ers and executive team members rank both creating a safe 
environment for innovation and funding many innovation projects 
as top strategies to deal with technology disruption indicates 
they get it, even if the strategies have not been successfully 

accomplished within their organizations. On the other hand, tech-
nical advisers, who ought to be well placed to assess strategies 
for tech disruption, feel differently, rating a lack of preparedness 
to deal with the issue highest—suggesting more work in this 
space is warranted. 

Fund many 
innovation projects

Use data-driven 
strategic innovation

Use open-source 
innovation

Create a safe 
environment for 
innovation

Systems thinking 
and the learning 
organization

We are not prepared 
to deal with 
technology disruption

Other
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STRATEGIES TO DEAL WITH TECHNOLOGY DISRUPTION BY ORGANIZATION ROLE
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EFFECTIVENESS OF OIL AND GAS COLLABORATION EFFORTSEffectiveness of collaboration not
equally shared
While collaboration may be an effective means 
to help companies endure the downturn, only 
a slim majority of survey respondents felt it 
was likely (23 per cent) or somewhat likely (31 
per cent) to be effective, with more than one 
in three neutral or unfavorable to the concept. 
When times are tough and all options need to 
be explored, it is surprising the potential bene-
fits that could be gained through inter-industry 
collaboration are not more widely recognized.

Positive views on collaboration effective-
ness were held by those in higher positions, 
particularly managers and executives, while 
senior advisers and technical advisers felt 
less optimistic. Maintenance, oilfield services 
and transportation sub-industries felt less 
optimistic compared to other sub-industries 
about collaboration effectiveness within the 
industry. 

4%

11%

22%

31%

23%

9%

Not likely 
at all

Somewhat 
likely

Not very 
likely

LikelyNeutral Unsure

Breaking down the silos
Internal collaboration among divisions and 
people was the most favoured collaboration 
strategy (26 per cent), a positive indication 
companies understand the need to break down 
organizational silos to help them weather the 
current downturn. Increased collaboration out-
side the organization was also a priority, howev-
er, with one-third of respondents indicating alli-
ance with like-minded organizations for mutual 
benefit or engaging in joint bids with like-minded 
organizations as their priority.

In certain sub-industries, particularly in-
strumentation and control and maintenance, 
increased transparency with customers about 
their true cost of operations versus price was 
used as a primary effort to stop further price 
reductions. 

MOST EFFECTIVE INDUSTRY COLLABORATION STRATEGIES

Internal collaboration among
your divisions/people

Alliance with like-minded
organizations for mutual benefits

Increased transparency with 
customers about your true costs 

of operations vs. price

Unsure

Working with your leaders to 
optimize your debt structure

Engaging in joint bids with like-
minded organizations on projects 
to reduce inefficiencies and cost

Exploring unconventional 
billing strategies beyond price 

reductions alone

25%

19%

16%

13%

12%

9%

6%
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The federal and provincial governments understand the 
economic importance of innovation in industry and have 
created a variety of programs to encourage and support 
business-led R&D and technology adoption. Whether it is 
direct grant funding (IRAP, SDTC, AI), tax credits (SR&ED, 
AITC, CITC), collaboration support (NSERC’s Engage and 
CRD grants, Mitacs’ Accelerate and Elevate programs, CIIP) 
or first-customer procurement contracts (BCIP), the oppor-
tunities to find a match for your project are quite numerous. 
However, these programs are often not well advertised and 
application rules and requirements can be quite complex. To 
top it off, many programs can have short eligibility windows 
and limited funds, and the suite of available offerings in any 
given sector is constantly changing.

If access to government assistance is crucial to 
the success of your project, there are several 
important factors to keep in mind:

• Know your options. You cannot successfully apply for 
something you do not understand or know exists. Invest 
in the time to research or lean on your advisers to assist 
you in determining which programs match your project 
technology, objectives and requirements.   

• Timing is key. Every program has its own unique set 
of timing requirements. Some may need applications 
completed, filed and approved before any work or invest-
ments are made, while others may have strict deadlines, 
tranche windows or time limits for filing after the work 
is already complete. Regardless, missing a deadline of-
ten results in applications being denied—so know your 
deadlines.

• Have a plan. The key is to build realistic timelines into 
your business plan. Consider how long it will take to thor-
oughly research the funding options at hand and position 
projects so they align with funding requirements. It’s also 
wise to factor in enough time to fill out the application, 
ask necessary questions and get approval. These steps 
will increase your chances of acquiring available gov-
ernment funds and allow you to gauge the ideal time to 
launch a specific project.

• Stick to the plan. Companies typically have to respond 
to market forces swiftly, which all too often means 
they’re already on top of a project before funding plans 
get implemented. Once a project is initiated, best inten-
tions can get lost in the shuffle of day-to-day work and 
applying for government assistance often gets put on 
the back burner. Ensure that you have the resources 
to dedicate to applying and complying with assistance 
programs; otherwise, find an adviser that can help you 
succeed. 

• Document work and support results. Regardless of 
whether you opt to partner with a university or handle 
your R&D in-house, document every step of the pro-
cess. Not only is it good scientific practice, but any 
piece of technical or financial evidence supporting your 
efforts, such as project planning documents, testing 
plans, laboratory notebooks or records of trial runs, 
also greatly increases your chances of reclaiming R&D 
investment dollars.

• Think ahead. Many of the optional or nice-to-have clean 
and green technologies today will be the legislative re-
quirements of tomorrow—requirements you’ll be forced 
to meet, whether you’re financially prepared or not. Get 
ahead of the tech curve and define your competitive 
position early, while the government is helping to foot 
the bill.

THINGS TO CONSIDER

“Now it’s about building 
the culture internally 

and spending more time 
mentoring/training, building 
more junior assets so that 

when [companies] are busy, 
they are ready.”

— Workshop participant

*For more information, please see the Resources 
section on page 56.
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changing landscape? 

The landscape is defi nitely changing for the oil and gas sector, and that means fi nding new solutions 
to align with a new normal. At Grant Thornton LLP, our highly experienced advisors have helped 
Alberta businesses in the service and supply sector meet hundreds of different challenges—and 
thrive. We can help you determine the best strategies for your business to adapt and grow in today’s 
changing market—and long into the future.

With an 
experienced 
guide.



Recommendations

DON’T LOSE FOCUS ON COST REDUCTION

Despite the sense of confidence unfolding within the industry 
entering 2017, the service and supply sector cannot rest on 
its laurels with reliance on the cost-cutting measures of the 
past two years. Due to its isolation from markets, reserves 
that are often difficult to extract and relatively high labour 
and materials costs, western Canada remains a relatively 
high-cost basin in which to produce oil and gas compared 
to areas like Texas and the Middle East, with which it must 
compete for export markets. Service and supply companies 
have to continue to focus on keeping costs down to be able 
to compete in a new normal. 

• Focus on your greatest strengths. Collaborate with oth-
ers in areas that are not your strengths and where cost 
reductions can be achieved, or ration alize your business 
to concentrate entirely on the things you do best.

• A greater level of collaboration between vendor and 
user in product development and implementation, 
more flexibility in pricing models and the fostering of 
a corporate culture more open to potentially disruptive 
technological change could help speed the adoption of 
digital technologies.

• Keep your eye on the cost-cutting ball. Failure to do so 
could put the industry in the same price-escalated and 
skyrocketed cost situation of the past boom cycles, leaving 
western Canadian service and supply companies in a tough 
position to compete globally.

• Consider implementing digital technol ogy to reduce costs. 
New technologies, such as those offered by digital and 
emerging industrial Internet of Things implementation, 
offer one of the most promising ways to reduce costs in 
relatively short time frames. Opportunities apply at all lev-
els of the supply chain and in all areas of an organization, 
from the field to the back office. There may be an upfront 
cost of time and money to implement such technologies, 
but the long-term savings outweigh these short-term costs.

• Don’t hang on to hope as a strategy. The high commodity 
prices that masked inefficiencies during the boom are 
unlikely to return any time soon. Companies can ill afford 
to wait for external factors to improve things that are 
out of their control. Consider significant changes you 
can make to your operations and how you go to market, 
and be prepared to fail fast. 

• Don’t rely solely on cost reduction as your only strategy 
to succeed. Cost increases are justified where compa-
nies are upping their level of quality or service, but will 
be tougher to justify where companies are simply clawing 
back losses from previous years.

• Don’t hang on to divisions of the business that are not 
strengthening your bottom line. Losing a poorly performing 
division may have a short-term impact on your top line, but 
in the long term, it will help your bottom line. Also consider 
that by reducing costs from the poorly performing division, 
you can instead drive those dollars into focusing on divisions 
where you are more profitable, or where you have the poten-
tial for a higher profit margin. 

PLAN TO SUCCEED

• Have a well thought out business and financial plan. With all 
of the changes that have transpired and changes that most 
businesses are having to make relative to their business, 
whether it be financing, controlling cost of sales and/or 
general expenses, you need to have at minimum a financial 
plan/forecast to determine the impact of these changes on 
your financial results, whether positive or negative. 

• Use your financial plan as a living document to track results 
so that you can make adjustments as necessary. At mini-
mum, understand and manage to your break-even position 
to ensure you remain viable.

• Make sure that all stakeholders (shareholders, manage-
ment, financiers and key employees in some situations) 
have an understanding of your goals and action plans.  
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Keep them informed as you move forward. Obtaining 
their input can be critical to the success of a well 
thought out plan.

INCREASE COLLABORATION

Increasing collaboration is a theme that came up several 
times in our survey and workshops. Collaboration appears 
to be taking hold—less so with producers and more so 
with companies that have complementary services, and 
surprisingly among competitors. But it remains in the early 
stages and contains much untapped potential. The survey 
found that in terms of collaboration efforts made during the  
downturn, alliance with like-minded organizations for mutu-
al benefit was the second most common strategy identified 
after internal collaboration among divisions and people. 
Another popular collaboration strategy was engaging in 
joint bids with like-minded organizations on projects to 
reduce inefficiencies and costs. These are signs that com-
panies are increasingly seeing the benefits of collaboration 
with peers and internally. However, our survey also found 
the likelihood of customers to engage in collaboration 
around their purchasing practices actually declined year 
over year, as customers were more likely to seek price 
concessions or cancel orders than to seriously engage 
with vendors in seeking joint cost-reduction solutions. This 
trend is concerning and renewed efforts to its reversal 
should be made.

• Explore solutions that work for both sides. Greater read-
iness among customers to seek joint solutions, such 
as through technology improvements or flexible pricing 
models, along with increased vendor transparency with 
customers about the true cost of operations versus price, 
would go a long way toward finding win-win solutions.

• Seek out suppliers and customers with whom you can 
have a trusted partnership. Working with a trusted partner 
will reduce the impact on your team of the stress from 
competing in a highly competitive environment.

• Collaborate with companies in the same ecosystem to 
avoid each company having to reinvent the wheel. Major 
oilsands producers have realized the benefits of collab-
oration through associations like Canada’s Oil Sands 

Innovation Alliance that reduce the level of duplication and 
bolster the sharing of ideas and research, and therefore 
speed up innovation. While competition is vital in some 
areas, like service offerings, there are areas in which 
it is counterproductive for every company to duplicate 
efforts. Where it makes sense to do so, collaboration 
among companies in the same network can be a win-win 
both for them and the producers they serve.

• Seek to understand what your customers need to help 
them make money. Collaboration between vendors and 
customers—more often as well as earlier on in product 
development—leads to better products and services. In 
the digital realm, for example, a greater understanding of 
particular oil and gas producer needs and desires early 
on can lead to better software products or services that 
integrate more readily into oilfield operations.

• Help your customers understand your needs, in addition 
to you understanding theirs. This allows them to better 
anticipate when you will need inventory from them, and 
may even allow them to tailor their product or service 
specifically to your needs. This will reduce waiting around 
time and makes the entire process more efficient.

LEVERAGE TECHNOLOGY THROUGHOUT THE 
ORGANIZATION

There is little doubt investment in new technology is vital to 
improve productiv ity, bring down costs and ensure the long-
term prosperity of the oil and gas industry in a challenging 
price environment. About half of survey respondents indi-
cated as much when they said investing in new technology 
is more important today than it was when oil prices peaked. 
A number of respondents also said technology disruption 
is already underway, yet large numbers reported they were 
not prepared to deal with it and don’t have plans for new 
innovation projects this year. Clearly, to remain competitive, 
companies must find ways to up the ante on the innovation 
and development of new technologies.

• Keep on top of digital technology advancements in 
other industries. Adopting technology applications 
from other industries is one avenue to speed up the 
innovation cycle with potentially less cost. Though not 
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always feasible due to the oil and gas industry’s unique 
needs, technology transfer is a ready solution in areas 
such as digital technology adoption. Digital oilfield 
solutions are already making inroads in areas such as 
fleet management and predictive mainten ance, using 
solutions largely developed elsewhere and adapted to 
the needs of the oilpatch. 

• Look to partner with start-up incubators/accelerators, 
or with start-ups themselves, to drive innovation and, 
where possible, share results. Many start-ups are on 
the forefront of innovation with technologies spun out 
from university research, developed by former industry 
insiders or adapted from discoveries in other sectors. 
Collaboration with researchers at universities, colleges 
and research institutes is also a great way to tap into 
and accelerate the commercialization of cutting-edge 
innovation. There are many government programs that 
are meant to encourage and assist with these types of 
alliances, including NSERC’s Engage and CRD grants, and 
Mitacs’ Accelerate and Elevate programs.

• Create a culture that celebrates innov ation. Innovation 
derives not by accident, but by providing the leadership 
to drive it and earning the buy-in at all levels of the orga-
nization to sustain and nurture it. Innovative companies 
encourage employees to present ideas both good and 
bad, work to eliminate the fear of failure that discourages 
acting on new ideas, learn from failure and are open to 
sharing their learnings with industry. 

• Invest in your own research and development (R&D). R&D 
doesn’t have to be a complicated project. Even the small-
est tweaks to your processes and products can make 
a big difference in efficiency, and there are government 
incentive programs available that can financially reward 
your company for innovation.  

• Take a leadership role in advancing new technology. 
Technology providers often find the industry to be 
virtually impenetrable as companies are reluctant to 
gamble on unproven technology—the preference to 
be the second user rather than the first mover—often 
to the detriment of the industry. Companies need to 
be more open to beta testing and field piloting outside 
technology, to streamline the process for the technol-
ogy provider.

ADOPT MEASURES TO RETAIN TALENT, PASS ON 
KNOWLEDGE

Several factors are converging to bring to the forefront 
the importance of continuity planning and knowledge/skills 
retention. The workforce is aging as baby boomers reach 
retirement age, bringing about what is commonly known 
as the great shift (or crew) change; the industry has been 
hollowed out by two years of layoffs; the boom and bust 
cycle of the oil and gas sector makes recruitment a chal-
lenge; employers are increasingly emphasizing flexibility 
and adaptability in their workforce as job roles change 
with greater frequency; and any pending recovery could 
create fierce competition for a depleted talent pool. Yet 
survey respondents indicate many companies lack conti-
nuity preparation and knowledge retention plans. Our sur-
vey indicates the most common continuity strategy is to 
cross-train employees in business critical roles—a laudable 
approach—but plans to identify, develop and promote high- 
potential employees ranked behind having no continuity 
plans, as did mentor/mentee programs. To ensure a secure 
future, companies must place more emphasis on strategies 
for continuity planning and knowledge/skills retention.

• Focus on attracting millennials to the industry and en-
gaging them. Described as digital natives and having 
been raised in the computer and Internet age with an 
expectation of using and creating digital solutions, mil-
lennials are a valuable resource for an industry in digital 
transition and can provide new insights into developing 
continuity tools. They may also be more adaptable to the 
changing roles expected in today’s workforce. However, 
the youngest working generation also expects a more 
flexible and collaborative work environment and may re-
quire new recruitment strategies in order to attract them 
to an industry not always seen as digitally leading edge.

• Focus on knowledge and skills transfer. The oil and gas 
industry is more susceptible to boom and bust cycles 
than most, resulting in large swings in hiring and layoffs, 
making knowledge and skills transfer all the more vital 
for companies to plan for well in advance. With optimism 
showing in the industry, now is a good time to establish 
a foundation for knowledge retention as the workforce 
expands and to prepare to pass on the necessary skills  
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for new employees likely to be joining the organization 
as activity picks up.

• Focus on leadership training and mentorship. Again, as 
rehiring appears to be on the horizon, now is the ideal 
time to expand or establish mentorship programs to both 
attract and retain promising new hires and to proactively 
prepare for succession.

• Embrace technology to ease the labour challenge as market 
activity picks up. One of the drivers for digital and Internet 
of Things technology implementation in other industries has 
been the shortage and/or high cost of skilled labour. The 
increasing levels of automation, remote asset monitoring 
and operations, fi eld productivity enhancements and other 
capabilities enabled by the digital oilfi eld will allow more 
work to be completed by fewer skilled workers while in-
creasing productivity and reducing overall costs.

BE ON THE LOOKOUT FOR M&A OPPORTUNITIES, 
ASSET ACQUISITIONS

• Consider consolidation with competitors. While recovery 
is too fragile to bank heavily on investments in other 
companies and/or their assets, bargains are available as 
overleveraged companies continue to struggle. Further 
market consolidation, where it makes sense, can bring 
about greater productivity and further lower costs.

• Look to buying opportunities where they will complement 
your strengths. For example, this can include where you 
can leverage technology, or where you can mesh with 
existing products and services to offer more attractive 
full-service and turnkey solutions to buyers.

LEVERAGE REGULATORY CHANGE TO DIVERSIFY 
OFFERINGS

• Embrace regulatory change where opportunities can 
be found, rather than resist it. Regulations enforc-
ing reductions in methane emissions and mandating 
a cost on carbon are two examples. Both present 
opportunities for the providers of technologies that 
monitor, measure and reduce methane and carbon 
emissions, particularly for first movers. We also ex-
pect the shift in carbon taxes will stimulate small 
projects for thermal efficiency and cogeneration de-
velopments. Since emissions reductions can lead to 
cost savings for producers (such as through the sale 
of captured methane and reduced carbon tax charges) 
they also offer potential win-win opportunities over 
the medium to long term.

• Consider diversification into renewables. Regulated 
use of renewables presents an opportunity, particular-
ly where oilfield-related technologies and processes 
can be readily transferred. A boom in the development 
of renewables like wind, solar and geothermal is an-
ticipated due to regulated targets of 30 per cent and 
50 per cent of electricity generation in Alberta and 
Saskatchewan respectively by 2030. By some esti -
mates, that will require up to $50 billion to be spent 
on renewable energy projects in that time period, 
presenting a massive opportunity for the service and 
supply sector. • Look to buying opportunities where they will complement 

your strengths. For example, this can include where you 
can leverage technology, or where you can mesh with 
existing products and services to offer more attractive 
full-service and turnkey solutions to buyers.

presenting a massive opportunity for the service and 
supply sector. 
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A sense of cautious optimism permeates the oil and gas indus-
try as world supply and demand rebalances. Assisted by OPEC’s 
concession to curtail output, the price of oil has firmed up and 
most prognosticators call for steadily increasing—albeit gradu-
ally—prices over the short to medium term. Progress on three 
export pipeline projects (the approval of the Trans Mountain pipe-
line though B.C. and the expansion of Line 3 to the U.S., as well 
as the possible resurrection of Keystone XL to the Gulf Coast) 
after a decade of stalemate also bodes well for new investment 
over the longer term. 

It is a hopeful sentiment, but not one to bet on just yet. As 
good as the usual indicators look, there are a particularly large 
number of variables at play that could have huge impacts on 
prices going forward—and the inauguration of a new U.S. ad-
ministration planning sweeping changes to energy policy is not 
least among them. As Canada’s chief oil and gas customer and 

competitor, there can be little doubt its actions on the energy 
file will impact the industry in Canada in one way or another over 
the coming year. Combined with the unpredictability of OPEC and 
other geopolitical events, the possibility of volatility in energy 
markets cannot be ruled out.

The best course ahead is to position for a possible recovery 
while not betting on one, such that companies can prosper if the 
forecasts prove correct, but survive if they do not. While they 
cannot control the future price of energy, companies can control 
how they prepare for either eventuality—and that requires that 
they increase productivity and position themselves to be able to 
compete for investment with other oil and gas–producing basins 
regardless of the price environment going forward. This is the 
new normal. Companies that can deliver the change required by 
their customers—whether that change is technological, process 
oriented or purely lower costs—will be successful. 

Conclusion

Resources

Position for a possible rebound, but don’t bank on it

AI – Alberta Innovates 
albertainnovates.ca

AITC – Alberta Investor Tax Credit 
alberta.ca/alberta-investor-tax-credit.aspx

BCIP – Built in Canada Innovation Program 
tpsgc-pwgsc.gc.ca/app-acq/picc-bcip/ppicc-abcip-eng.html

CIIP – Global Affairs Canada’s Canadian International 
Innovation Program
tradecommissioner.gc.ca/funding- financement/ciip-pcii/ 
index.aspx?lang=eng

CITC – Capital Investment Tax Credit
alberta.ca/capital-investment-tax-credit.aspx

Export Readiness Micro-Voucher Program
innotechalberta.ca/Fund/CommercializationServices/
ExportReadinessMicro-VoucherProgram.aspx

IRAP (or NRC IRAP) – The Industrial Research Assistance 
Program run by the National Research Council Canada
nrc-cnrc.gc.ca/eng/irap/index.html

MITACS – Several programs including Accelerate and Elevate
mitacs.ca/en

NSERC – Natural Sciences and Engineering Research Council 
of Canada
nserc-crsng.gc.ca/index_eng.asp

1) Collaborative Research and Development Grants
2) Connect and Engage Grants

SDTC – Sustainable Development Technology Canada
sdtc.ca

SR&ED – Canada Revenue Agency’s Scientific Research and 
Experimental Development Program
cra-arc.gc.ca/txcrdt/sred-rsde/menu-eng.html
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