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Bain & Company: HSSE and Confidentiality

Health, Safety, Security and 
Environment

Bain & Company place the highest 
priority on the health, safety and 
security of its employees and the 
environment (HSSE). We recognize 
the critical importance of these areas 
to our clients and their business

We commit that in mobilising for our 
projects, we will review your 
applicable HSSE policies, advise of any 
additional requirements and ensure 
Bain teams are familiar with the 
outcome

We provide a designated contact 
accountable for maintaining an HSSE 
dialog for the duration of all projects

Confidentiality

Bain & Company has included in this 
document information and 
methodologies based on our worldwide 
experience and research

Bain & Company has not, however, 
included any client-proprietary data or 
analysis, in line with our strict policy to 
safeguard client confidentiality

Materials in this document are 
copyright to Bain & Company and may 
not be copied or otherwise distributed 
to any third party without the written 
consent of an Officer of Bain & 
Company
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December 2011 � November 2014

•Where do we 
stand… 

•… how did we 
get there … 

•… what is next 
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Oil&Gas E&C: Western players, emerging markets 
and the South Korean competition

Source: Lit search
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Oil&Gas E&C: Western players, emerging markets 
and the South Korean competition

Source: Lit search
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Oil&Gas E&C: Western players, emerging markets 
and the South Korean competition

Source: Lit search
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Oil&Gas E&C: Western players, emerging markets 
and the South Korean competition

Source: Lit search
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Oil&Gas E&C: Western players, emerging markets 
and the South Korean competition

Source: Lit search
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How did we get there

Market experienced price differential between Western 
and South Korean value chain in the range of 20/30%

Source: interviews

-30%

Indexed 
values

-25%

Onshore Gas Development 
in KSA, 2009

Onshore GOSP 
in North Africa, 2010

Indexed 
values

South-Korean vs. Europe bid prices in 2008-2012
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Acquisition of the Market Share:
South Korean E&C Contractors in Middle East

Source: Nomura, November 2010

South
Korea

38%

Japan

8%

UAE

8%

France

7%

China

7%

USA

7%

Italy

5%

UK

5%

Others

15%

Total

100%

~40% of new orders in Middle East in 2009 and 2010 
have been assigned to South Koreans E&C companies

Total of 46 Billion USD

Orders acquired in Middle East in the period
April 2009 – March 2010, by Contractors' nationality

38%
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Back in 2011 … synthesis of competitiveness gaps 
between Western and South Korean players

The South Korean competitive differential was based on the 
build-up of several elements

Includes FX effect

Includes taxes'/industrial policy effect

Source: Bain&Co. analysis; expert interviews

ILLUSTRATIVE
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Between 2008 and 2013, the market has been 
reshaped by competition

Note: comparison between prices at which EPC contractors won bids, with original budgets (project budgets estimated from front-end processes)
Source: MEED, Standard Chartered Research

• Competition has been fierce for the acquisition of each project in Middle East

- Sometime players were bidding below their costs at the time of bidding

• Consequently, clients reduced their original budgets estimates parameters

EPC 
contrac-
tors bids
win price

project budgets estimated from front-end processes
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Aggressive bidding has not been counterbalanced
by Procurement and FX trends as in 2007-2008

Source: IHS, Oanda.com

• cost escalation 
for raw 
material and 
man-labour 
costs (Eng. as 
well as 
Construction)

Escalation "New normal"
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strengthened 
vs USD
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Therefore, some South Korean Value Chain
competitive differentials "backfired"…

Source: Bain&Co. analysis; expert interviews

ILLUSTRATIVE

~3%-6%

~2%-6%
~2%-6%

~3%-6%

• Contract and Risk 
Management: lack of proven 
methodologies, fully fledged 
competences to fit with the 
growth of the large-scale 
projects

• Inability to 
transfer material 
and services price 
increase to 
vendors/ 
subcontractors

• Contract and Risk 
Management: lack of proven 
methodologies, fully fledged 
competences to manage the 
growth of the large-scale 
projects
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… and challenged overall sustainability of the 
E&C contractors

Operating Profit (% of revenues) of 
top 4 South Korean E&C Contractors

Note: South Korean E&C Contractors considered are Samsung Engineering, GS E&C, Hyundai E&C, Daelim
Source: Bain&Co. analysis; companies annual reports and presentations; expert interviews
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Way forward
Korean players may have now learned their lesson...  

Source: analyst reports

"Many Korean construction companies 
have started to expand to non-
Middle East regions, especially 
South America and CIS, in the hope 
of diversifying regions and businesses."

Deutsche Bank, May 2014

"All South Korean E&C players failed in 
bids for Malaysia refinery and 
petrochemical integrated development 
(RAPID) project packages: Sinopec
Engineering won the USD1.3b package 
2 for the project."

Samsung Securities, August 2014

"We believe the E&Cs have learned 
their lesson as is becoming more 
rational on pricing and 
operation, to be more prudent in 
order intake, diversifying risks, 
stronger internal controls and 
focusing on profits rather than 
volume."

UBS, January and July 2014

"The top management at Daelim states 
the new incoming orders are better 
margin as Korean E&Cs are no longer 
as aggressively bidding as before:
there are increase instance of 
Korean E&Cs forming consortium to 
bid for projects, thereby lowering 
competition among themselves."

UBS, January 2014
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… while new Value Chains are emerging…

Is the South Korean Value Chain replicating the growth model 
experienced in other markets (e.g. automotive, …)?

What will be the path of India and China?

Market entry Market Share
acquisition

Further
Market Share 

VALUE increase

Profitability 
enhancement

Chinese 
E&C 

today

• Huge 
domestic 
market

• First steps 
abroad

• Challenge to 
Shipbuilding 
leadership 

Indian 
E&C 

today

• Already 
gained 
access to 
intl' market

• Trying to 
acquire 
larger 
Market 
Share

South 
Korean 

E&C 
today ?
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用以投用以投用以投用以投资的中国资的中国资的中国资的中国资本资本资本资本

中国投中国投中国投中国投资者的决定资者的决定资者的决定资者的决定

Chinese E&C Contractors speak a different language
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用以投用以投用以投用以投资的中国资的中国资的中国资的中国资本资本资本资本

中国投中国投中国投中国投资者的决定资者的决定资者的决定资者的决定

Chinese E&C Contractors speak a different language

Chinese money

Chinese decisions
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Western E&C players have been able to "follow the 
money"

2012

89

Companies considered: Saipem, Technip, Fluor, CB&I, Foster Wheeler, Tecnicas Reunidas, Maire Tecnimont, Air Liquide E&C
Source: company presentation to analysts

2013

101

1H2014

127

Backlog of 8 main Western Engineering & 
Contracting Oil&Gas players, Billion EUR

+40%
•~2,2 years 
of activity

•Additional 
workload 
equals the 
size of 1 
large player
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What is next for our Value chain?

•Short term: 
Delivery 
consistency

•Mid Term: 
Competitiveness 
with innovation, 
size, cooperation 



For more information, please contact Bain and Company

Bain & Company is the management consulting firm that the world’s business leaders come to when they want results. Bain 
advises clients on strategy, operations, technology, organization, private equity and mergers and acquisition, developing 

practical insights that clients act on and transferring skills that make change stick. The firm aligns its incentives with clients 
by linking its fees to their results. Founded in 1973, Bain has 48 offices in 31 countries, and its deep expertise and client

roster cross every industry and economic sector. For more information, visit www.bain.com. Follow us on Twitter@BainAlerts.


