
The recovery of the oil price and access to non-conventional resources are 
key drivers of the booming oil industry. Several factors, such as innovative 
technologies, aged infrastructure, international regulatory changes and 
scarcity of skilled labor (mainly in the US), are challenges that the industry 
is being faced with. These circumstances are having a significant impact 
on the industry’s casualty risk landscape.  
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Trend         Casualty relevance
What can insureds do to minimise  
these risks?

What is important to bear in mind when 
insuring these risks?

Cost optimisation  
 
The oil industry needs to optimise production costs if it is to improve profitability.  
To do so, it is using innovative maintenance schemes (condition-based maintenance) 
to reduce downtimes and state-of-the-art equipment to bolster production. While 
the workforce is finding itself having to adapt to new skill sets, the industry is being 
hit by cost-cutting exercises, which could lead to a loss of skilled operators and 
expertise. The industry is likely to enter into a period of transition and uncertainty, 
which might increase the probability of incidents.  

   

 ̤ Introduce new and smart maintenance schemes into  
the existing framework.  

 ̤ Train and develop a workforce that can properly 
implement new technologies and schemes.  

 ̤ Consider the risks and benefits of cost optimisation 
initiatives in the mid/long term.

 ̤ Evaluate maintenance cost optimisation and investment 
strategies at business unit level. 

 ̤ Check for negative signs such as major lay-off programmes, 
low retention rates and high turnover, which create a 
knowledge deficit.  

 ̤ Check whether the insured has a change management 
team and assess its ability to smooth transitions.

Regulatory changes  
 
Under the current US administration, regulations issued by the Environmental 
Protection Agency (EPA) are being toned down. This is not only giving rise to 
uncertainty, but also leading to differences between state and federal regulations, 
thereby increasing risk exposure. For example, the State of Oklahoma is actually 
making rapid regulatory changes in the opposite direction to limit the probability and 
frequency of earthquakes by reducing the volume and depth of wastewater injection. 
The EPA is also opening up more federally protected land for oil and gas exploration. 
This is creating major challenges for companies providing drilling services, as 
accidents will incur much higher remediation costs and attract public scrutiny.

 ̤ Establish regulatory risk and compliance processes 
supported at all levels of the organisation. This will 
facilitate the implementation of regulatory changes and 
avoid breaches of the regulations. 

 ̤ Closely monitor regulatory changes and adapt to the 
evolving environment as soon as state and federal 
regulators introduce changes.

 ̤ Assess whether the insured monitors its regulatory 
compliance and whether it is capable of properly adapting 
to regulatory changes. 

 ̤ Evaluate environmental, social and governance (ESG) 
practices and policies.  

 ̤ Understand the insured’s business model and whether 
extra care should be taken when dealing with high-risk 
activities.

Clogged infrastructure 
 
Infrastructure systems, such as pipelines, roads, railroads and terminals, are critical 
for the transport of hydrocarbons. While such systems are regularly upgraded,  
it is taking place at a slower rate than the pace of oil industry demand. As a result, 
already stressed infrastructure is becoming a bottleneck, limiting the industry’s 
transportation capacity and affecting the reliability of the hydrocarbon supply chain. 
However, introducing alternative ways of transporting hydrocarbons can also lead  
to exposure to other risks and result in a higher number of incidents.

 ̤ Develop mid-/long-term flexible planning strategies  
for hydrocarbon transportation. 

 ̤ Explore alternative solutions for bypassing clogged 
transportation infrastructure. This should include a 
comprehensive risk evaluation.  

 ̤ Check the presence of a supply chain management team 
and its involvement in the final decision about 
transportation methods (exposure vs cost). 

 ̤ Make sure that the insured evaluates the risks related to a 
full supply chain and has considered the best alternatives  
(truck, train, pipelines). 

 ̤ Verify that the supplier management process correctly 
assesses logistics supplier quality.

High employment rate  
 
The booming US economy with unemployment at a historical low, together with  
the fast increase in the production of unconventional oil and gas, is giving rise  
to a shortage of skilled and experienced personnel. During this period of high 
productivity in which there is pressure on production, it is becoming increasingly 
crucial for companies to have the right staff to properly respond to difficulties and 
avoid incidents. However, companies are hiring inexperienced staff for specific jobs 
in order to keep up with business opportunities; for instance, truck drivers from other 
industries at higher wages. 

 ̤ Ensure recruitment of the right staff.  

 ̤ Implement programmes aimed at retaining valuable 
human resources and at successfully managing 
recruitment and onboarding programmes. 

 ̤ Invest in staff training and development to improve the 
retention of skilled personnel. 

 ̤ Assess staff retention and turnover rates and investigate 
any significant changes in the number of employees. 

 ̤ Verify that proper training programmes are in place.  

 ̤ Check Occupational Safety and Health Administration 
(OSHA) certifications and workplace safety data.
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