Impact of Procurement on Service Quality of the Oil and Gas

Industry: Case Study of TechnipFMC in Azerbaijan

Thesis Supervisor: Dr. Elkin Nurmammadov
Dean, School of Business: Dr. Huseyn Ismayilov

W

Kanan Heybatli
Master’s Thesis

14/05/2022




Table of Contents

1. INTRODUCGTION.... oottt ettt ettt st ettt ettt s bt s b e be e b e e bt e beesbeeabeesesesanesmeesaeeenreenns 4
1.1.  Global Oil and Gas Industry, Production and Consumption Trends ...............ccccccocevreenn. 4
1.2. Background of the Research, Azerbaijan: Economy of Country ..............ccccoooeniniinnnnnns 5
1.3.  About TechnipFMOC ........ccccoiiiii e e 7
1.4. Procurement Problems in Oil and Gas Sector and its Impact on Service Quality ............... 7
1.5. Problem Statement...........c..ooiiiiiiiiiiiiiiiee e 9
1.6,  Research ODjJectives.........ccccooiiiiiiiiiiiii e e e 10
1.7.  Significance of the StuAY ..........cccooiiiiiiiiiii e 10
1.8,  Structure of the StUAY..........coooiiiiiiiiiiii et srra e aaeesabee s 11

2. LITERATURE REVIEW. ..ottt sttt sttt sttt ettt e s e s s 12
P78 B 4 ¢ 1 TH 115 11 <) 1L O TP OO PPSPPUPOPPROT 12
2.2.  Procurement: Planning, Policies, Sustainability ..................ccccooiiiiiniinn 14
2.3, ServiCe dEIVETY .....cccooiiiiiiiiiiieii e e e e s 26
2.4. Impact of Procurement on Service Delivery..........c.ccccooviiriiiiiiiiniiiineeneene e 29
2.5, Conceptual FrameWOTrK..........cccccoeviiiiiiiiiiiiiiiiiie ittt se e st e s st e sbe e s sbaesseeessaaeesaes 33

3. METHODOLOGY ...ttt sttt s ese e b st r e r e et e nesreeneenne e 35
R 2 P 1110 o111 11TV 2 11 | PP PPURPPR 35
3.2, Research Methodology. ...........ccoocooiiiiiiiiiiiiee e 36
3.3.  ReSEANCH StrateZY .....ccooiiiiiiiiiiiee ettt s s e e e s e e s naeeenaes 37
3.4, ReSEArCH DIESIGI ......ooiiiiiiiiiiiii et ste e e sbe e e e beesbteeneee 38
3.5, Data ColleCtion .........oocueiiiiiieiie et s s b e e sar e e ear e eanee 38
3.6. Data Analysis: Regression Model ..................c.cociiiiiniiniini e 40

4. FINDINGS ...ttt ettt te bt e bt e bt e e bt e s bt e s bt e e bt e eatesabe st e e bt ea bt e bt e beesbeesbeesaeesaeeeane 41
4.1. Descriptive Analysis of the Sampled P:articipants ...............ccocoevviiiniieiiiiiniiinceee e 41
4.2. Procurement Policies: Correlation With Service Delivery..........c.ccccocvivviiviniiiiniennciecnieenn, 42
4.3. Procurement Planning: Correlation With Service Delivery ............c.cccoccoeiniiiiinninnenn. 44
4.4. Procurement Sustainability: Correlation With Service Delivery...............cccccoeviinnnnnnnnn. 46

5. DISCUSSION ...ttt ee et et e st e e s bt e s b e e bt e sbe e st e eseeeaeeabeesbeesbeenneesaeesneen 48

6.  CONCLUSION ...ttt ettt et e b e b e b e s s b e st e es bt sat e ess e e nse e bee b e e beesreesnees 51
6.1.  Summary of FINAINES ..........cccooiiiiiiiiiiiiiiiii ettt eesare e sbe e aees 51
6.2.  Weaknesses of STUAY .........ccooviiiiiiiiiii e s 53




6.3. RECOMMENDATIONS.....ccootiiititiiitii ittt s 54
REFERENCES ..ottt s s sh e s s 56
APPENDICES ... .ottt sttt st s e sa et r e e e s e s re e r e sanesane e 69

APPEIAIX A ..o et r e sa e e s e s e e eaee e sane 69




1. Introduction

1.1.Global Oil and Gas Industry, Production and Consumption Trends

Oil and gas energy is very crucial to human life which has an enormous impact on the
economies of both importer and exporter countries. Indeed, the oil and gas production sector not
only contribute to the public life of the active market player countries, but also to the rest of the
world. The revelation of hydrocarbons has made a huge difference in the world's industrial growth
along with facilitating the transportation at both the national and international levels. Namely, the
role of oil and gas energy can be evaluated as the facilitative factor in the daily life activities

cooking, heating, electricity, transportation, and as such (Bastianoni et al., 2005).

The oil and gas sector has been a big income stream for countries, which remarkably
contributes to the GDP level and economic growth. For instance, over the past 30 years, the
petroleum industry has added more than NOK 8000 billion to the Norwegian economy. In 2008,
the oil and gas sector made up 27% of the country's total value which is three times more than the
value made by soil industries and about 23% more than the value made by the country's primary
sectors (Norwegian Petroleum Activities, 2022). The global oil and gas industry generates
sufficient amount regarding money, taxation, and job opportunities; an estimated 7 million people
are directly engaged in the oil and gas industry, and an extra 62 million or so jobs are also created

by the industry (ILO Library, 2022).

On the other hand, oil and gas production can be considered as a potential threat to the
environment, people's health, and traditions regarding its side effects. Namely, pollution is the
most common and serious side effect of exploration and production work in this context.
Throughout drilling, manufacturing, modifying, and shipping, more than 900 different chemicals
are released into the air, water, and soil. Considering the fact that oil and petroleum products, are
commonly consumed all around world, the aforementioned environmental consequences appears
as long lasting process by the inevitable costs in the long-term manner in terms of geographic,

sociocultural, and fiscal factors.

The oil and gas industry regularly passes through certain ups and downs because of the
side factors. Among all factors, global recession caused by COVID-19, is quite distinguishable

from any other stagnations with its lasting effect. Many companies are at risk, and the demand for
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petroleum is going down for a long time. We thought that the world's trade and capital markets
would bounce back more quickly than they did in the final quarter of 2019. However, the pace of
recovery in the next few months is still unpredictable considering the possibility of increase in
COVID-19 cases that might lead to more shutoffs and limitations, particularly in Europe and the
United States (2021 Oil and Gas Industry Outlook, 2022). Indeed, the COVID-19 by containing
the uncertainty about the possible changes in the future regarding the effectiveness of the
treatments, obstructs the process of making valid predictions about the relative responses and
alterations in the oil and gas sector and hereby the economies of the states. However, in the best-
case scenario, it is possible to predict the lasting negative effect in the economies in terms of poor
macroeconomic balances, slow economic growth, and unemployment rates. (2021 Oil and Gas

Industry Outlook, 2022).

In 2020 the world's demand for crude oil dropped to 92 million barrels per day. In 2021,
the demand for oil products, which includes bioenergy, is expected to rise to 97 million barrels
each day (Sonnichsen, 2022). The oil is highly preferred consumption product in varying sectors
such as the road sector, which makes up more than a third of the world's need for oil, mostly
because of the use of motor spirits derived from oil. As of 2040, the OPEC predicts that worldwide
oil consumer spending will reach 110 million barrels a day though, most of which will come from
transportation fuels like petrol and diesel, which will remain the most popular products
(Sonnichsen, 2022). 28 million barrels of fuel are expected to be used each year by 2050. (Statista,
2022).

1.2.Background of the Research, Azerbaijan: Economy of Country

Oil and gas resources are critical to the economic and cultural development, and welfare
of citizens of Azerbaijan, which is one of the main oil and gas suppliers in the international ground
through ratified international and binational contracts. A significant portion of the fuel and energy
complex is devoted to oil and gas production, which contributes to the economic resurgence and

development of society (Ciarreta and Nasirov, 2012).

Azerbaijan is located in the Caucasus's south-eastern region and shares borders with

Russia, Georgia, Turkey, Iran, and Armenia. Indeed, historically oil has been a defining actor in




the political and economic stance of the country, however, the predominating emergence of oil
and gas sector leans on the Azerbaijan’s gaining its independence and hereby, starting to generate
economic growth through massive inflows of foreign investment. In 1847, a rudimentary
percussion drilling apparatus was used to dig the world's first oil well in Absheron, Bibiheybat, as
the main geographic oil sources of country (Mir-Babayev, 2002). By the end of the nineteenth
century, Baku had established itself as a center for large-scale industrial investment on a global
scale. Baku was Russia's primary oil supplier throughout the Russian Empire's reign, supplying

97.7% of the country's needs in 1890 and half of global demand in 1901 (Mir-Babayev, 2018).

Between 1988 and 1996, Soviet Union trade collapsed and economic output fell by more
than 50% as a result of the transition from a state-run economy to a capitalist one, resulting in
decrease in GDP and a spike in inflation. Industrial output plummeted by 55%, agricultural output
by roughly 44%, and the GDP by almost 65% from 1990 to 1995 (World Outlook, 1995). Due to
significant investment in the oil and gas sector, GDP growth in Azerbaijan averaged 28% per year
from 2000 to 2010, when the country began to substantially strengthen its oil and gas industry,
which resulted in increase in oil income by currency reserves reaching 18.5 billion USD by the
end of 2009, more than twice the country's total foreign loans, and 42 percent added value to GDP
(Bruno, 2009; Investment,2022). Non-oil sector value added output fell by 5 percent in real terms
from the previous year, while oil sector value added production remained unchanged from the
previous year's level. Compared to 2015, Azerbaijan's industrial sector accounted for 38% of the
country's GDP in 2016, up from 33% in 2015 (Baku Research Institute, 2018). Indeed, the non-oil
sector is mostly fueled by state spending via State Oil Fund of Azerbaijan (SOFAZ) transfers, and
its contribution to GDP is declining as these transfers keep increasing. The Center for Economic
and Social Development (CESD) reports that, despite SOFAZ's assets totaling 31 billion US

dollars, Azerbaijan's dependence on oil has risen dramatically in 2011.

Azerbaijan has several hydrocarbon reserves on land and in the sea the vast majority of
which is being used, and existing fields can sustain output for another 80-85 years. 20% of the
country's land has not been thoroughly investigated for the presence of oil and gas resources, while
45 percent of the world's oil and gas reserves haven't been discovered yet, according to geological
data. Onshore oil and natural gas discoveries account for 23% of all discovered oil and 16% of all

discovered natural gas (Azerbaijan Oil Reserves, Production and Consumption Statistics, 2022).




1.3.About TechnipFMC

In the traditional and emerging energy industries, TechnipFMC is a global tech provider,
producing completely integrated solutions, products and services. TechnipFMC company is a
French-American, UK-based global oil and gas organization that offers the services for the energy
industry from start of extraction to finish of production. It is 23rd on the list of the world's Top
225 International Design Firms in 2017 by Engineering News-Record, which is a trade magazine
(" Engineering News-Record", 2017). According to the company's website, it is founded by a
merger between FMC Technologies of the United States and Technip of France ("FMC
Technologies, Technip to merge," 2016), which began in 2016 and was completed in 2017.
TechnipFMC works in three different areas: exploration and production, offshore and onshore,
and surface developments. The company is legally based in the UK, but it has a lot of business in
Houston and Paris, where its predecessors are based in. It employs about 23,000 people from 126
different countries and does business in 48 different countries including Azerbaijan. It is traded on
the NYSE and the Euronext Paris exchange. According to the report called "French elections could

change the state's corporate portfolio," the French government has a 4% stake in this company

(2017).

This research studies the procurement and its impact on service quality of TechnipFMC
in Azerbaijan. The procurement planning, procurement policy, and hereby, the sustainability of
procurement chain are investigated with an in-depth analysis, as the main factors that affect

services of TechnipFMC as the provider for the oil and gas sector of Azerbaijan.

1.4.Procurement Problems in Oil and Gas Sector and its Impact on Service Quality

The oil and gas industry has a complicated process, thousands of dollars to be invested,
and a lot of risk. Due to the challenging environment of extreme locations, marginal oilfields, new
global business trends, new technology breakthroughs, and the instability of oil and gas prices, the
oil and gas industry is conducted with the aim of seeking better solutions to solve these difficulties,
which includes developing and implementing new and innovative procurement strategies, among
other things. Considering the crucial role of oil and gas industry, it is significant to evaluate the
sector as a separate and sophisticated industry in its own. Without referring to multidisciplinary
implications of the practices and lessons gained from the other industries, such as construction, an

etc. The energy sector has noteworthy differences when it comes to the engineering, operation,




and maintenance phases (Shakulikova, 2021). Amidst fluctuating oil and gas prices, problematic
oilfields, unusual locations, and new global business competitive landscape, the oil and gas
industry is obliged to look at new procurement tactics to solve these issues. People in other
industries are working on new ways to buy things, however, in the oil and gas industry the process
is relatively more compound in comparison to aforementioned instanced industry sectors. This is
due to the fact that the petroleum industry business must be treated as a distinct and complicated
enterprise. Another possible reason why there has not been a tremendous amount of change in the
way oil and gas projects are done leans on an inevitable fact that the number of big and dominant
players in the industry, like project owners and contractors are not sufficient enough in order to

trigger remarkable change.

Procurement and supply chain strategies for oil products (and related components) vary
widely across oil corporations. Politics, regulatory flexibility, and regulations for contracting with
other businesses are all important considerations in procurement policy. In the oil and gas business,
most laws are established by the government acts of parliament that created the oil and
gas corporations itself. For private firms like BP and Shell, procurement policies, rules, and
regulations often come directly from those companies themselves. When a company needs to buy
things, for example, who should be hired and why they should be hired, the regulatory environment
policy has a big impact on how the company does this. For oil and gas companies, a lot of the time,
they hire transportation and logistics companies and shipping companies to do these things. It also
means hiring drilling companies to find the oil rigs for the company. In addition, specific activities
such as sourcing and e-procurement remarkably assists the company in the process of finding
relevant suppliers, as well as contributes to the process of tendering. Furthermore, the most
noteworthy procurement technique is judged by how transparent the company is. Following the
principles of competitive bidding and tendering processes, Yenkeff (2011) claims that it has
enabled the BP corporation to receive the most pre-eminent services and products available on the

market for the needs of company.

Oil and gas businesses also have to spend plentiful amount of money on the process of the
procurement planning considering the volatility of the oil market, which forces them to stockpile

or overproduce oil. Oil and gas mines need to be aware of the outside factors, particularly the




political factors. Bashina (2018) claims that planning for the market is important for both effective
service delivery and inefficient procurement, which should equally be necessitated. The changes
in the market and other things require synchronised plans that make sure that the production is
enough to meet the needs of the market. This stops the company from overproducing and
underproducing, which is more costly because it costs the company time and money. Procurement
planning also takes into account how many people will work. For example, a company like
TechnipFMC has a considerate number of the employees working in its factories. Labor planning
is also another important point for the company, which helps to ensure the fact that the facilities
are fully productive during peak season and also warrants that extra employees are not hired when
the business does not perform in an efficient way. As a result, the corporation is able to save money

during periods of decreased production or decreased demand for oil.

1.5.Problem Statement

Following a thorough assessment of pertinent publications and papers, it becomes clear
that there is a gap in the literature, with little information on procurement components of the oil
and gas business being discovered, cited, or discussed in detail. There were so many articles found,
but only a few of them had a direct connection to procurement. This token as the case, it does not
generally entail about the non-existing issues; however, it could be due to that fact that the
commercial vulnerability of declaring and sharing concerns among only a limited and relatively
low number of players in a particularly specific environment. Disclosures of this nature could harm
an image of organization, along with its reputation, and brand equity in a high-profit sector.

The oil and gas industry is critical to the development of Azerbaijan, nevertheless,
procurement industry has received little attention in the country, despite the contributive role of
these industries to the overall development level of the state. Much of the talk in the industry has
been about the intended socio-economic benefits of the sector, however, hardly any effort has been
devoted to the whole picture of the quality of service in the industry. As part of this study, the
overall process of buying goods and services by the oil industry is analyzed by an in-depth
overview. The study takes into consideration the facts that how the procurement is planned, the
potentially preferred methos of the use of\ procurement policies, and the way of implications of
the sustainable procurement mechanism in the industry. As a result of this study, the paper aims

to define the role of sustainable, planned, and regulated procurement as assisting and contributive




factor to the development of the TechnipFMC Oil & Gas Company in Azerbaijan, which in turns

plays a crucial role in the economic growth of the state.

1.6.Research Objectives
This chapter of the paper explains the focal interest of the research along with its
significance by clearly emphasizing the purpose of the study and indicating the specific goals of
the study. Indeed, the main objective is to analyze the role of the procurement processes at
TechnipFMC Oil & Gas Company in Azerbaijan affect service performance. The paper is
investigated in the purpose of meeting the particular research objectives that are mentioned below:
1. To ascertain TechnipFMC's existing procurement patterns.
2. To find out how the procurement policy at TechnipFMC affects delivery of services at the
company.
3. TechnipFMC wants to find out how procurement planning affects service delivery in the
company.
4. To find out how TechnipFMC's sustainable procurement discipline affects the way it

provides service to its customers.

1.7. Significance of the Study

The procurement segment in the petroleum industry of Azerbaijan is still very young
and the public, on the other hand, has high expectations for the economic benefits of the discovery
to materialize as quickly as feasible. Besides that, the industry also has to respond to environmental
safety and make money for its shareholders. To fulfill the high public expectations for service
quality advantages, while also limiting environmental damage and national tensions connected
with oil exploration, especially the companies running their business in the developing countries
like TechnipFMC Oil and Gas Company in Azerbaijan, sustainable procurement in the industry
should be referred as the major solution measure. This approach not only is promising for the
process of improving service delivery, but also plays a vital role in advancing the business
sustainability goal, as shown by Green et al. (1996) and Seuring (2004), due to its position and

ability to manage external entities in the supply chain.

This importance of the study lies in disclosing how the industry places its procurement
activities in order to achieve the service delivery demands of oil and gas company - TechnipFMC
functioning in Azerbaijan. The paper aims to determine the procurement methods implied by

TechnipFMC Azerbaijan which in its turn affects the delivery quality of services in the oil and gas
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industry. Namely, it is intended to define an existing linkage between the well-developed
procurement chain and its positively contributive role in TechnipFMC the oil and gas company in
Azerbaijan regarding increases in quality service delivery, such as detecting the best practice
alternatives for sustainable procurements in the oil industry, which is promising in the long term,
not only for the development of the company itself, but also regarding its contribution to the

economy in the state level.

1.8.Structure of the Study

This thesis consists of six chapters. Chapter 1 presents an introduction for oil and gas
industry and trends in this industry. The chapter goes on to describe background of the study and
Azerbaijan as an oil and gas producer with its economic historical performance. The study
continues with a brief information about TechnipFMC as a case study company of the research
and existing procurement challenges and its impacts on service quality of oil and gas companies.
Chapter 1 also includes parts of the study such as research gap, purpose and significance of the
study as a conclusion of the chapter.

The next part, chapter 2, talks about current literature related to the topic. The chapter then
goes on to have an overview of the procurement and service understanding with their dimensions.
The discussions here cover factors relating to procurement sections such as planning, policy and
sustainability of it and at the same time, it indicates service delivered in oil and gas industry from
provider and consumer point of view. The chapter 2 ends with comments with how the current
literature indicates relations between procurement and service quality in oil and gas companies
and introduces hypothesis.

Chapter 3 is about methodology of the study. It contains research strategy and design which
is used for analysis of hypothesis. Afterwards, it goes on with dataset of the study. In these
subheadings it will be described that how to collect the relevant data with the most efficient and
available method. The chapter ends up with regression model of the research indicating dependent
and independent variables of the model.

Chapter 4 presents the findings of the research. Data from the questionnaire conducted by
the researcher, which forms the basis of the research’s primary data is the main basis of the
researcher’s presentation of findings and subsequent analysis and discussions. The chapter will
illustrate how statistically procurement elements are correlated with service delivery potential of

oil and gas firms.
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Chapter 5 is the discussion section of the study and gives the researcher’s interpretation of
the research findings. The interpretation of the research findings is then compared with existing
literature, as presented in chapter 2, to check out for similarities or conflicts with the existing
literature.

Chapter 6 is the concluding chapter of the study and contains the summary and conclusion
of the research; recommendations on policy direction and implementation; research limitations;

and further research recommendations.

2. Literature Review
2.1.Procurement

Prior to having an in-depth investigation, it is crucial to precisely understand the definition
of the term "procurement" that is implied in the overall context of the entire idea and referred in
this study as the main definition. This paper refers to the concept of procurement as an act of
selecting and settling on terms for the acquisition of goods, services, or works from an outside
source. This is mainly done with reference to the processes of either tendering or competitive
bidding. On the other hand, the process of choosing what to buy among the existing scarce
resources is also described as procurement as a random option. This section of the research
addresses the literature, in addition to the existing scholarly and peer-reviewed academic
publications that are pertinent to the subject of how procurement affects the quality of service in
the oil and gas sector and are based on various experiences in various companies of several nations.
Moreover, procurement issues such as planning, policy, and sustainability, as well as the service
provided in the oil and gas business from both a supplier and a customer perspective are discussed
in a detailed way with precise clarifications and examples by referring to the reliable and valid
sources of the data. Then perspectives on the relationship between procurement and service quality
in oil and gas firms will be mentioned in an interrelated manner vis-a-vis the practices of the
TechnipFMC Oil and Gas Company in Azerbaijan. As the final step, a hypothesis of the study will
be introduced, in the end of the literature review, with clear explanations about whether the
hypothesis is accepted or rejected, which in turn plays an evaluative role of the effectiveness of

the study.
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Analyzing the effects of procurement and its sustainability in the oil and gas business is
essential to start with. To get to this step, though, you must first comprehend the phrase and
procedure of procurement. Therefore, one of the most well-known procurement theorists, Van
Weele, defines procurement as "all actions required to transport a product from the manufacturer
to its final destination" (Weele and Puil 2014). Aacquiring capability on its own, inventory level
determination, specification advancement, price and term deal making, supplier assortment,
transportation, supplier analysis, inspection and quality assurance as well as upkeep of a strategic
relation with suppliers are all included in this definition. According to Lysons and Farrington
(2006), who were other scholars, purchasing is the procedure by which an institutional unit is
tasked with obtaining or aiding user divisions in obtaining the necessary products and services in
the institution in the most efficacious way possible in terms of amount, efficiency, duration, and
value, as well as the efficient and productive governance of providers (Lysons and Farrington
2006). The surveillance of the supply side and trying to identify potential sources of supply,
evaluation and selection of providers, input and recommendations on item or service requirements
for fresh or amended items purchased, negotiation and development of agreements, handling of
purchasing and stock sustainment requests, and arranging and trying to manage of contracts are all
included in the purchasing function (CIPS 2012c¢). The purchasing agency's job in the modern
organization is therefore more strategic, relational, integrated, and proactive since procurement
involves a wider range of processes than buying. Additionally, the "United Nations Procurement
Manual" (2020) defines procurement as the actions required to obtain goods, such as objects and

real estate, and activities, such as works, via purchase or lease.

On other side, major businesses in oil and gas industry have made some modifications. As
an instance, Halliburton said that it will stop pursuing conventional Engineering, Procurement,
Installation, and Commissioning (EPIC) contracts because of "the developing imbalance in the
risk-reward profile of major offshore EPIC projects" (Halliburton 2003). Coalitions, partnerships,
and collaborations have all had their share of problems. These sorts of procurement agreements
confront a number of challenges in this high-risk market, including building trust, defining roles
and duties, and assuring alignment with shared goals (McHaffie et al. 1993; Donnelly, 2003). To
minimize mistakes and any unpleasant associations that may prove costly, short- and long-term

partnerships under partnering agreements must be managed carefully (Stevenson et al 2003).
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So, without a doubt, the most crucial activity and defining characteristic of an
organization's and, consequently, an industrial sector's approach towards sustainable management
and responsible purchasing are its purchasing policies and plans. Price, rules and rules, resource
preservation, stakeholder demand, and institutional attitude are a few of the external and internal
elements that have an impact on the organization's capacity to acquire products and services

sustainably.

2.2.Procurement: Planning, Policies, Sustainability
The study looks at procurement and how it affects the service quality of the subsea
company. In this regard, the procurement process is examined from three separate angles,
including planning the process, business policy, and the sustainability of the purchase cycle of the

organization.
» Procurement Planning:

A limited group of key stakeholders, primarily project initiators (clients/owners) and
implementers, define the oil and gas business (contractors). However, according to Pedwell et al.
(1998), the presence of a small group of proprietors and engineering/contracting firms has helped
to foster the development of a substantial number of official and informal interactions between the
partners. The effectiveness of these connections and their reciprocal interdependence directly
affect the program's overall cost and the risks involved in the conclusion of formal contracts. The
lack of standardized procurement processes in the oil and gas sector results in an inadequate
amount of regulations (or constraints) on the landlord's choice of the procurement system being
used or consultant to select, as Pedwell et al. (1998) once again highlighted that purchasing tools

and approaches differ by nation or area.

Accordingly, Pedwell et al. (1998) and Huse (2002), the oil and gas industry's most popular

procurement methods include the following:

e Lump Sum;
e (Cost Plus;
e Engineering, Procurement, and Construction (EPC)/Turnkey;

e Service Type.
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Traditional cost-based or price-based purchasing techniques, such lump sum, prioritization
of the capital expenses, and price competitions among suppliers offer that satisfy the tender's
essential requirements. Some certain benefits of this strategy are noted by Gransberg and Ellicot

(1997) which are mentioned below:

e atime-consuming yet simplified procedure for preparing and reporting tenders,

e a quick selection procedure where the most responsible and lowest-priced option
prevails,

e It is challenging to object since the harmed party must show how the process is

defective because the lowest tender is clearly the lowest.

The cost-plus technique, which is the second category of purchasing methodology, requires
the customer to pay the contractor for all costs incurred as well as a set profit margin. Margin or
fee structures may be fixed, flexible, or determined by a percentage of actual expenses, since the
higher the expenditure is means the greater the profit will be, regardless of accomplishment. Thus,
this method could not inspire anybody to work swiftly or effectively in a way that the client may
include an incentive system in the deal's pricing conditions to make up for this lack of motivation

(Gao, 1994).

When an EPC or turnkey technique is utilized, the vendor is solely in charge of both the
planning and the implementation of the job, as clearly asserted by Huse (2002). The client
ultimately receives a finished project that meets his performance expectations. He or she does not
need to make any further search for extra information on the performance and caliber of the
contractor's job. Yeo and Ning (2002) underlines a number of existing and prevailing difficulties

that EPC projects must ultimately deal with, which are ranked below:

Interdependence between activities,
Complicated organizational structure,
Task fragmentation,

Phase overlaps,

vV V V V V

Difficulty correctly anticipating planned outcomes.

Similar to Lump Sum, the provider will only get payment for the agreed-upon fee when

the second way of the procurement procedure is used. According to Halliburton (2002), this
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agreement can possibly be proven to carry certain risks and threats towards an oil and gas

environment.

The service-type technique is frequently employed as needed during the oil and gas field's
building, operating, and repair phases. It is a supplement to the major procurement strategy. The
locations, types, and purposes of freelancers' services vary. This might include everything from
providing meals and replacement parts to supplying plants and equipment for the oil and gas
industry. This service-oriented strategy often involves competitive tendering based on the lowest
offer. It may be successful in reducing the price of the services to be rendered, but it raises the
internal expenses incurred by customers during the bidding process and may also make it difficult

for suppliers to make a profit.

Expenses, pricing, and investments are falling, as is the case with several established
businesses, which leads to higher efficiency. Due to the predominance of monetary complexities,
"getting it done at any cost" is no longer appropriate in the oil and gas business in particular.
Fortunately, there has been a lot of economic and technical advancement, enabling the sector to
keep offering affordable options to their growing operating expenses based on the experiences of
other sectors. The following are some examples of the current and relatively more successful

methods that have been used:

» Performance-based (Kashiwagi and Al-Sharmani, 1997; Kumaraswamy and
Dulaimi, 2001);

» Partnering/Alliancing/Joint Venture (Wright, 1996);

» Controlling the supply chain (Yeo and Ning, 2002).

Partnering, allying, and joint ventures have about 9,000 definitions, making them one of
the cutting-edge methods for procurement operations. Henry (1992) defined partnership as an
agreement between a customer and a contractor/supplier wherein both sides undertake to
collaborate closely for their mutual advantage. "Partnering teams" create collaborative judgment
processes, which include steps for quickly resolving issues, and "recognize measures to meet
appropriate adjustments in performance level," according to the CIOB (2003). They also "agree
on shared goals that maintain the interests of all stakeholders." However, the partnership technique
contains shortcomings and pitfalls, just like any other contemporary strategy. According to

Percival et al. (1992), these drawbacks result from a lack of understanding and tolerance for one
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another's fundamental beliefs. The second factor is that there is occasionally a lack of long vision
and a reluctance to promote it. A successful procurement process also fails due to ambiguity over
roles, a poor coordination with regard to common goals, and a shortage of confidence between the

relevant parties.

Moving to the next approach of purchasing, performance-based, the following qualities
characterize it clearly. This approach enables comparison of all creative solutions, eliminates the
need for pre-qualification, prizes initiatives based on factual price and quality in one step,
encourages companies to continue improving, chooses the best contractor for the best price for
each specific requirement specified by the customer, where the choice is based on substantiated
and validated performance (Kashiwagi and AlSharmani, 1997; and Kumaraswamy and

AlSharmani, 2001).

Supply chain management (SCM), according to Yeo and Ning (2002), is the process of
organizing the transit and storage (if necessary) of components, completed items, and materials
from suppliers through manufacturers, and then to consumers or end users. The SCM approach
encourages companies to extend their internal focus to their suppliers and their suppliers' suppliers,
so building the chain. The core principles of supply chain management include creating a
collaborative mindset among chain participants, reengineering business processes to build a
networked business model, and synchronizing procurement activities all through the chain (Yeo

and Ning, 2002; Burton and Lanciault, 1999).

Another factor that influences procurement is procurement planning. According to
Mapulanga (2015), a strong foundation of planning is required for successful procurement. If the
purchase is well-planned and well executed, it can meet the company's needs. This is because
insufficient preparation puts a company at risk of financial loss by restricting the acquisition of
"urgent" products while leaving critical stuff out. The procurement process benefits greatly from
the use of budgets for strategic planning. Fisher and Corbalan (2013) advise that each department
describe the goods it needs for the aforementioned approach, along with an estimate of the cost to

obtain those products.

The revenues of the company must be vitally taken into consideration in order to ensure
that the procurement budget and real-case scenario can be measured as realistic. All of them concur

that budgeting is an essential component of procurement (Brochner et al. 2016; Camen, Eriksson,
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and Garvare 2016). That's because it makes sure that before the procurement process starts, all

requirements are satisfied.

Aside from budgeting, another aspect of procurement planning is preparing for human
resources. According to Tumuhairwe and Ahimbisibwe, many firms lack procurement personnel
with the necessary knowledge in procurement tasks (2016). Some employees are very
knowledgeable and skilled in other fields but not procurement. According to the publications of
Amann, Roehrich, Ebig, and Harland, procurement departments in many firms are recruiting
individuals without prior procurement knowledge as a result of poor service performance and
losses (2014). Additionally, according to Brown and Hyer, procurement planning often comprises
purpose determination, scope definition, customer demand assessment, identification of crucial
procurement processes, cost and time estimation, and duty assignment (2010). A specified degree
of procurement competence and practical understanding of procurement rules and legislation are
required of the person in charge of procurement. The procurement personnel should be conversant

with budget allocation and budgeting strategies, such as cost estimation techniques.

> Procurement Policies:

When it comes to procurement policies, it is more about general notions and public
awareness, such as regulation, legislation, and guidelines - to be accompanied by, the judicial
viewpoint of the subject, while the aforementioned numerous methods can be used in instances of
procurement planning procedures, in the oil and gas sector. According to recent study, the policy-
making process must include trust and openness in the acquisition process. As a result, regulatory
procedures to guarantee the openness of procurement operations have been developed. But
transparency differs from nation to nation. While some nations mandate that companies publish
their tender notices in newspapers, others mandate that companies keep online inventories and
other online tools that make the bidding process visible to suppliers and the general public

(Martemyanova, 2018).

Transparency is also highlighted as a value based on the Procurement Manual (PM) of the
United Nations, in addition to this aspect of procurement (Department of Operational Support

Office of Supply-Chain Management Procurement Division, 2020). Transparency, as used in this
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Manual, refers to the availability to all interested parties at the same time of all information on
procurement rules, practices, opportunities, and processes that has been established
unambiguously. In a transparent system, there are clear safeguards in place to guarantee that
predetermined standards are adhered to (e.g., objective assessment criteria, uniform solicitation
forms, equitable access to information for all participants, offer confidentiality). These metrics
contain data that may, if required, be reviewed by auditors. Vendors that are unable to submit
competitive bids might be told the benefits and drawbacks of their own proposals. Information
about awards is made public by the UN. This procurement policy principle guarantees the early
discovery of unfair or unequal treatment. There are several standards that have been established
and applied depending on the demands of the customers, according to the United Nations
Procurement Manual. The following primary guidelines are required to be followed in the
procurement policies and are based on "Financial Regulation 5.12" of the UN, another of the key

financial regulations which include the following points:

» Highest financial value,
» Fairness, honesty, and transparency;
» Strong worldwide competition;

> UN interests

In addition to the guidelines provided in Financial Regulation 5.12, procuring officers must
ensure that the activities they take are done so that they always aim to meet consumer needs in the
most effective and affordable way possible (Department of Operational Support Office of Supply-

Chain Management Procurement Division, 2020).

The purchasing function, often known as procurement, is crucial for business in present-
day cutthroat corporate environment. This evolution has caused the buying function to change
from being product-centered, and hereby gradually turning towards performance-focused
direction. In order to advance performance-centeredness in the public sector, this tendency has
pushed process review. This knowledge has led to large investments by various public sector
organizations and governments in restructuring public sector purchasing or procurement
procedures in order to improve performance in terms of savings and quality services. Weele (2010)

cites the fact that many businesses have recently turned to enhancing procurement operations as a
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means of cost-cutting and savings in order to remain in operation as evidence in favor of this

present trend.
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The series of steps that buying uses to purchase products and services to support the
operations of the company are known as purchasing procedures (Weele 2010, Monnczka, Trent &
Handfield 2002). Based on buy objectives and goals, as well as customer expectations and
satisfaction, purchase performance is the immediate or indirect result of operations (Sollish &
Semanik 2007). The phases start with determining a need and finish with payment and a review of
the entire procedure (Emmert & Crocker 2008, Baily et al 2005, Burt, Dobler & Starling 2006).
The defined performance targets are directly impacted by the procedures. If the procedures are
rigid and unable to adjust to respond to changes in consumer demand, customers will never be
pleased with the sort of services the function will give. As a result, one of the main factors

contributing to the success of procurement strategies is client centricity.

The legal and contractual environment is another procurement policy concern, in addition

to openness, according to McKevitt and Davis' (2014) analysis of the policy-making process.
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Businesses should be conversant with the nation's contract rules as they have a significant impact
on procurement strategies. According to Raymond (2008), successful firms seek out individuals
with experience in contract law and the legal system to ensure that their procurement procedures
comply with local laws. This protects the business from being held liable for contracts it enters
into or cancels. The business should make sure that all of its procurement practices, including bid
rules and non-competitive bidding procedures, abide by all applicable laws and regulations in the

nation.

The technical requirements of the contracts are a crucial problem in terms of policy.
Ronnback (2012) contends that businesses have to use professionals to create contracts and their
technical requirements. As failure to describe the technical specifications of the products and
services required by the firm might result in losses and legal action, this is done to ensure that the
items, such as oil or drilling machines, given to the company are the ones that the company needs.
Another crucial element of the procurement policy is the political climate or risk level of the nation.
Political risks vary between nations, according to Love, Davis, Edwards, and Baccarini (2008).
Many may carry the potential political risk components, such as the possibility of violence and
political unrest, that could inevitably impact the agreement and the capacity of the industry to pit
and extract oil, particularly in oil- and gas-rich nations like Libya where political risks are higher
than in other nations like Russia considering the unstable and weakly arranged political practices

of state (Nijaki and Worrel, 2012).

» Sustainability:

The idea of sustainability first emerged in the 1960s in response to worries about
environmental deterioration brought on by ineffective resource management. As the environment
became a more important global concern, sustainability was embraced as a common political goal.
In order to promote policies that would lead to "the highest sustainable economic development and
occupation in Member States in order to increase employment and enhance living standards," the

Organization for Economic Cooperation and Development (OECD) was founded in 1960. (2001).
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The purchase should be sustainable in addition to all the planning and policy-making
processes. The personnel in charge of the procurement operations would do well to respond to the

following questions in this process of sustainability (Niboi, 2018):

» What exactly does your organization mean by sustainable procurement?

» How important are pricing, community development, and environmental
preservation to you when making purchase decisions?

» What are your top priorities when it comes to sustainable procurement?

» What are some of the considerations your business considers when choosing
purchases, such as price, environmental preservation, and community

development?

First of all, it must be defined that which aspects of the procurement process should be
more sustainable, and then, as the following step, the implication methos should be figured out in
a way of implementing the sustainable procurement process. Prior to the step of adopting
sustainable procurement, there are several "components" of sustainability that must be primarily
recognized and assessed, according to Krause and others (2009). Carter and Rogers (2008) claim
that the academic literature has begun to acknowledge three elements of the triple bottom line:
financial growth, environmental responsibility, reduction of waste, and emissions reductions, and
economic equality. As part of their overall ecological strategy, firms are increasingly aiming to
include environmental performance into their business models, according to the triple bottom line
idea (Fiorino, 2010). According to this viewpoint, sustainability calls for a balance between
economic factors, socio-political structures, and environmental demands (Birkin et al., 2009b).
Consequently, employing the triple bottom line approach is one method for a business to show its
dedication to social equality, environmental conservation, and economic prosperity (Bai and Sarkis

2010).

To make the idea of sustainable economic procuring simple to comprehend, CIPS - Context
of Procurement and Supply describes it as one of the financial drivers of sustainable procuring is
increasing the economic value of procurement processes to establish a long-term stable
organization. In respect to the Triple Bottom Line approach to sustainability, it is one of the
fundamental components of sustainable purchasing activities. By boosting purchase effectiveness

and efficacy as well as supplier engagement and relationships, these variables aim to ensure that
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the goods and services acquired are worth the money spent on them (2012). Elkington's statement
emphasized the widely held belief that "we need to keep in mind that it is not feasible to attain a
desired degree of environmental, societal, or commercial sustainability (separately), without
attaining at least a basic degree of all three kinds of sustainability, concurrently." In his own words,
"the sustainability agenda is turning out to be much more complicated than some early business
enthusiasts imagined." The sustainable development agenda has long been understood as an effort
to synchronize the conventional monetary bottom line with arising thinking about the ecologic
bottom line. More and more, we consider the "triple bottom line," emphasizing economic success,
environment protection, and social justice—an aspect that industry has a tendency to disregard

(Elkington, 1999).

Another element that must be satisfied is social sustainability. Despite being a part of the
triple bottom line, social issues rarely receive the same amount of attention as those relating to the
economy or the environment. Reporting on social performance is infrequent and inconsistently
done across enterprises, according to the Global Reporting Initiative (GRI), which was created in
1997. (2000). The Western Australian Council of Social Services (WACOSS) states in recent
thorough research that while there has been tremendous effort on the environmental and economic
components, the social has tended to fall off the sustainability agenda (Barron, Gauntlet, 2002). In
both communities and enterprises, social sustainability is both a desired condition to be in and a
way to help them get there. Following are examples of the condition, as well as actions done to

create and implement it (McKenzie, 2004):

» intergenerational equality, which ensures that future generations are not adversely
affected by the activities of the current generation; - access to essential services
(such as health, education, transportation, housing, and recreation);

» a framework for cross-cultural contacts that values and protects the positive
qualities of many cultures and promotes cultural fusion when people and groups
express a desire for it;

» a mechanism for a community to collectively identify its strengths and needs; - a
mechanism for a community to meet its own needs;

» asystem for passing down knowledge of social sustainability from one generation

to the next;
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» asense of community responsibility for maintaining that system of transmission.

Concerning the third aspect of sustainable procurement, the environment, the researchers
Dyllick and Hockerts said that other nations are starting to understand the significance of balancing
the interests of the current and future generations while also maintaining the environment (2002).
Companies looking to improve their environmental performance may, for instance, create close
ties and work with suppliers to meet their objectives of reducing material toxicity or the amount

of packaging used in supply (Sharfman et al., 2009).

Environmental factors have a role in the process of advancing ecologically sustainable
manufacturing. Basic explanation of process offered by Pettigrew (1997): "A sequence of
individual and group events, acts, and activities that develop through time within a framework."
Both purchasing and manufacturing processes are basically made up of coordinated, sequentially
interdependent decision-making events that take place in a network linked by mutual relationships
that take place across time in particular contexts. Many businesses and people, especially those
who are new to sustainability, believe that the concept of sustainability has a limited application
since environmental and green concerns are often confused with sustainability (Hopkins, et al.
2009; Montiel 2008). According to Lang and Murphy (2014) in Business and Sustainability: An
Introduction, the fundamental goal of sustainability policy has changed from environmental
protection to biodiversity conservation, and Goodland refers to this approach as "natural capital
maintenance" (Goodland 1995). Sustaining the health of ecosystems, their maximum capacity, and
their diversity is necessary for environmental protection. It calls for the protection of natural assets
as a source of resources for the economy and a place to dump waste. The rate of resource gathering

must be compatible with the rate of resource regeneration.

Additionally, Elkington developed this ICM - interconnecting circles model for sustainable
manufacturing employing the idea of the "triple bottom line" (TBL) (1998). ICM, which is most
frequently employed in sustainability, presents the three influence domains as being equal and
having an affect on production simultaneously. This idea holds that businesses should assess their

sustainability from an economic, social, and environmental standpoint.

The three dimensions of sustainable manufacturing are closely linked, according to the

foundation of TBL. ICM's primary value is "sustainability," to put it more precisely. In its most
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basic form, this refers to the continuous production of industrial goods and services. Figure 1

displays the ICM:

]
1 4.1.2 Consideration of local : P

1 regulations L g T Sustainable production core:

4 value emergent from i
interdependencies, integration and  §
interaction in all performance areas :

1 4.1.1Internal sustainability 4.1.3 Management of
1 policy-making process stakeholders’

Figure 1: Interlocking circles model of sustainability

The "economic" and "social" spheres, which are philosophically viewed as subsystems, are two
of the three concentric rings that make up alternative sustainable production models. In these
graphic spheres, the "healthiness" of the environmental sphere is portrayed as being reliant on

"economy." In order to ensure sustainability, the CCM's multiple realms must be interconnected,

either in a hierarchical manner or, perhaps more exactly, in a sequential manner. As Green and

several collaborators stated, sustainability may be realized throughout the supply chain by
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concentrating on the environmental elements over time through networked interaction (1996).
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Figure 2: Concentric circles model of sustainability

ICM, the original and by far most popular method, defines sustainability in terms of a single
moment in time, whereas CMC sees sustainable production as a series of subsystems that are
arranged hierarchically and sequentially. The approach's foundational articles by Thompson
(1967) on the interdependencies and production contingencies in networks serve as its focal point.
By concentrating more specifically on the IMP network approach, which is a business model,
approaches like these may be applied in a commercial context to better comprehend how players,
resources, and actions lead to the establishment of sustainable purchase in value-based systems.
Hoejmose et al. created a defense for using the IMP technique to examine socially and ecologically
responsible buying (2012). As foundations of IMP strategy, they underlined significance of long-

term planning and integration in corporate partnerships.

2.3.Service delivery
When it comes to the portion of the research that focuses on service delivery in the oil and
gas industry, this process should inevitably be analyzed from both the provider's and the buyer's

points of view in order to ensure that the assertations are objective and valid.

» Buyer Perspectives
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The main objective of service delivery from the buyers’ perspective is attained customer
happiness. The business provides its consumers with this service in an effort to guarantee customer
happiness. There are several ways to gauge how quickly a service is provided to clients. According
to PWC, the speed at which a service is supplied is crucial in determining whether or not it is good
(2011). Delivery delays are a sign of bad service. On the other hand, prompt delivery of the desired
goods and services denotes quality or satisfactory service. In addition to being able to supply the
items that the customer asked, one must be able to fulfill their demands in order to provide good
service. "Service delivery" refers to making sure that consumers receive the goods and services
they have bought, according to Service Futures (2015). Meanwhile, Johnson (2011) asserts that
many governments' institutions creates a negative self-image for not providing for the demands of
their citizens. In the public sector, where customers do not play a significant role, market concepts
do not apply; this is because the primary motivation in the public sector is not profit. Furthermore,
Batley and Larbi (2004) point out that it is essential for businesses to provide high-quality service
delivery due to the tendency of privatization public organizations and the capacity of the private
sector to compete for business. African nations' service expansion has lagged far behind that of
other emerging nations, creating a gap that will only widen unless adjustments are taken. In order
to improve service delivery in those Sub-Saharan African countries' road infrastructure, telephone
networks, and power generation, changes must be undertaken (Odaro, 2012). The quality-of-
service delivery must increase for the continent to achieve its full economic potential, spur growth,

and transition from a raw material supplier to a manufacturer of finished goods.

In the study "Causes of Poor Service Delivery in Africa and Their Impact on Development"
conducted by Esohe Denise Odaro, accountability is suggested to be another issue with service
delivery in African countries and is suggested to be resolved through partnership; in this case, it is
highlighted as a public-private partnership (2012). The notion of procurement activities may be
readily connected to the term associated to this study on the oil and gas business since there
wouldn't be a delivery issue if the corporations in those nations had effective procurement plans.
Additionally, corruption has been a problem for the delivery of services in both public and
commercial sectors that receive foreign money. The World Bank authorized a private business,
Lahmeyer, to be linked to contracts sponsored by the bank even after the company was found

guilty of corruption in connection with a water project in Rwanda (Hall and Lobina, 2006). This
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fact serves as yet another justification for service delivery failing to function properly owing to a

lack of a sustainable procurement plan.

Many scholars have emphasized the critical nature of this concept, particularly because it
is a multidisciplinary strategy to support design and implementation based on human-centered and
consumer methodologies. According to Halvorsrud et al. (2016), "recognizing the service delivery
from the consumer's viewpoint is important for profitable service layout and governance"
(Halvorsrud et al., 2016; Polaine et al., 2013; Stickdorn & Schneider, 2011). With her work on
service blueprinting, Shostack (1982) is considered as a pioneer in the subject of service delivery
evaluation, aiding in the comprehension and analysis of the service delivery process in service
design (Halvorsrud et al., 2016). The process of "service blueprinting" makes use of flowcharts to
show the stages that go into providing a service (Halvorsrud et al., 2016). The customer may not
be aware of the behind-the-scenes procedures, but they are essential for service delivery, and a

blueprint clearly distinguishes them from the buyer-facing process steps (Halvorsrud et al., 2016).
» Provider Perspectives

Employee participation is another crucial component of service delivery from the
viewpoint of the opposite side, the providers. People who are eager to help customers are necessary
for good service delivery. In addition to positively influencing consumers' trust, highly competent
staff can reassure customers of the service's quality. Businesses that boost service delivery,
according to Batley and Mcloughlin (2014), often train their employees to ensure they have better

professional skills and understanding on how to assist clients.

The second argument made by the providers is that employee participation in the work
process also takes into account how the employees feel about providing customer support.
Customer views of service delivery were impacted by staff having a favorable attitude toward
customers as contrasted to those with a negative attitude. However, according to the researchers
Fukey, Issac, Balasubramanian, and Jaykumar (2014), service delivery is different from employee
engagement, and the latter is a human resource practice rather than a problem with service delivery.
Despite this, employee involvement affects service delivery and is a necessary part of providing
outstanding service. Disengaged workers are unable to provide excellent or decent service.

Employee absenteeism has been identified as one of the challenges in providing public services by
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Brown, Ryan, and Parker (2000). According to Singh, Pathak, Naz, and Belwal (2010), tardiness

and absenteeism are the two main issues influencing service quality in public institutions.

Therefore, understanding and managing customer expectations is a crucial component of
corporate management of organizations in order to please costumers and hereby attain the higher
customer satisfaction rate. The Expectations Model developed by Hsieh and Yuan (2019) explains
how service providers may influence consumer expectations by using expectation drivers (Figure
3). Regarding areas that may be used as levers of action to change consumer expectations, Hsieh
and Yuan (2019) offered three unique propositions (P1, P2, and P3). Since this model illustrates a
clear connection between customer expectations and customer emotions, as well as between the
drivers of expectations, the zone of tolerance, and the ultimate satisfactory service experience, it

seems especially essential to take it into account in this study.
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Figure 3. Expectations Model
2.4.Impact of Procurement on Service Delivery

According to a study titled "Procurement procedures impacting service delivery: an
example of TNK-BP Oil & Gas Company in Russia," TNK-policy BP's had an impact on the
provision of services (Martemyanova, 2018). Additionally, Rosneft, a state-owned oil and gas firm
in Russia, purchased TNK-BP, which at the time was the third-largest oil and gas company in the
country. This might be attributed to the organization setting up a competitive bidding process,
which made sure that only the best were chosen to give services to the company. Additionally,
procurement openness increased customer confidence in the company and made sure that only the
best vendors and service providers were used to enhance customer service. This was in line with

(Tkachenko, Yakovlev, and Kuznetsova 2017), who claimed that depending on the type and
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breadth of the policy, public procurement policy might have a range of effects on service delivery.
Procurement policy is significantly impacted by a variety of factors. For instance, a procurement
policy that promotes honesty and integrity in the procurement process has a beneficial impact on
the procurement process. Good service delivery is a byproduct of effective procurement

procedures, claim Rehmatulla, Smith, and Tibbles (2017).

Customers' impressions of the value that the firm provides are also being improved by
procurement planning that takes into account rivals' offerings and ensures that the company may
offer its services at a cheaper price than competitors (Hawkins et al. 2015). Having knowledgeable
workers about the procurement procedures results in customer happiness, and this procurement
policy's integration of human resource planning results in good service delivery. Having
procurement specialists on team guarantees that proper planning is executed (Brewer and Arnette
2017). It ensures that every delivery is done on schedule and in good order, boosting dependability
and the ability to meet client expectations. When opposed to absentee and disengaged personnel,
those that are engaged and ready to serve and attend to clients enhance the perception of service
delivery (Manso and Nikas 2015). Similarly, disengaged employees are incapable of putting into
practice suitable plans and private contract clauses that guarantee suppliers are fully obligated to
produce high-quality goods, resulting in unsatisfactory service delivery (Meehan, Ludbrook and

Mason 2016).

Schooner and Whiteman assert with assurance that the effective supply of services is
facilitated by procurement policies (2000). Impact on the procurement process is one of the most
crucial elements of procurement policy due to the fact that it promotes transparency and honesty
throughout the whole procurement cycle, and such policy has a favorable effect on the procurement
process. According to Rehmatulla and other academics, good procurement rules are linked to better
service delivery (2017). The Organization's procurement of products, works, and services must be

transparent and adhere to the right standards if it is to deliver high-quality services.

Employees that are appropriately taught, provided with the required knowledge, and
capable of performing the stated procurement tasks should be a part of a complete procurement
system (OECD-DAC) (2006). Due to evolving procurement procedures, the introduction or growth

of alternative contracting strategies, and a growing reliance on service delivery by private sector
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firms, it is challenging to build a procurement unit or staff with the appropriate skills and

competencies (Government Accountability Office, 2005, 2006).

The process of sustainable buying practices vis-a-vis its impact on service delivery is
examined by Nyoike and Ismail (2017). Namely, the study highlights that that managers'
evaluations of purchases would guarantee efficient purchasing procedures. According to the
critical viewpoint, when a company can develop a conceptual schedule based on the priority order,
it is more effective at controlling its profitability yields. Through this strategy, the business is able
to fulfill all of the demands and purchases necessary to carry out all of its operations. By doing
this, they may better manage all costs related to logistics and other types of equipment while
streamlining the procurement procedures. Once more, using modern technology within a company

helps decision-makers to save costs while enhancing service quality.

It is asserted that one important aspect of procurement, planning, has the capacity to
improve governmental institutions and advance service delivery. Mullins (2003) also discovered
that procurement planning aids public enterprises in providing services more successfully and
efficiently. According to Raymond (2008), the absence of competent and experienced procurement
professionals prevents public procurement firms from fulfilling their compliance requirements.
Aila and Ototo, the researchers, also assessed the idea of sustainable buying and how it connects
to service delivery (2018). Sustainable procurement is one of the factors that influences
organizational growth, according to the research. Sustainability in buying is crucial for a firm,
according to the report. The term "sustainability" refers to the practice of making choices that
enhance the social, economic, and quality of life of the community in order to ensure the
organization's long-term success. In order to maintain a high level of service delivery, businesses
must investigate the idea of sustainable buying. Prior to beginning any buying activity, the
organization may do an evaluation thanks to sustainable procurement. This makes it possible for
the organization to develop a schedule for buying all necessary materials. Utilizing resources
effectively also helps the company avoid wasting money, which enhances its procurement

procedure and, as a consequence, its performance.

According to a study entitled "Assessment of variables impacting procurement process in
Public sector" (Paul, 2020), which was based on the instance of the Arusha City Council,

procurement had a favorable effect on delivering services. Consequently, this study's goal was to
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examine the effects of procurement practices at the Arusha City Council (ACC). The next parts go
into further depth on how this aim was met by looking at the effects of procurement planning, the
implementation of an EProcurement system, and the evaluation of procurement costs at ACC. In
order to guarantee that the sample comprises respondents who work in the Procurement
Management Unit (PMU) or who use PMU services, the calculated sample size of 41 respondents
was distributed as indicated in the table below. As a consequence, the sample contained 13

department heads, 33 user departments, and 7 PMU members.

Category (department) Sample size
Procurement management unit 7
User departments 23

Head of departments 11

Total 41

Source: Paul, 2020

Here, in the sample, user departments are the people who are using the procured products,

goods. The study looked at the impact of procurement planning at the Arusha City Council (ACC).

In relation to this research, according to the data mentioned in the next table, 67.9 percent
of respondents from the user department believe that procurement planning has a high influence
on obtaining services at ACC, and 32.4 percent believe that procurement planning has a very high
influence on achieving services at ACC. On the other side, 42.9 percent of respondents from the
Procurement Management Unit (PMU) believe that procurement planning has a high influence on
achieving services at ACC, and 57.1 percent believe that procurement planning has a very high
influence on achieving services at ACC. Overall, 63.4 percent of research respondents agree that
procurement planning has a strong influence on obtaining services at ACC, and 36.6 percent
believe that procurement planning has a very high influence on achieving services at ACC

(Paul,2019) .
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These findings properly indicate that that procurement planning is a critical component of
the procurement practice which remarkable positively contributes to and improves the delivery of

services at ACC.

More precisely, when procurement policies are properly implemented in a variety of ways,
such as economic, environmental, social, and cultural service delivery, these activities become
more effective and efficient. Corruption decreases, theft is easier to spot, and the quality of the
service improves. If the procurement practices are well coordinated, the supplier becomes more
reliable, due to the positively dependent linkage between the procurement process and service

delivery (Anane, Adoma and Awuah, 2019).

2.5.Conceptual Framework

To sum up, based on the findings from the numerous studies conducted by various scholars
and professionals in the literature review, it is possible to highlight that the interrelation between
procurement policies and effectiveness of the service delivery appears as a controversial topic with
varying perspectives which are supported diverse perspectives and arguments. Namely, while
some argue that procurement policies and planning have an impact on service delivery in the oil
and gas industry, another group of people argue the opposite. Moreover, when it comes to
procurement and its impact on service quality of oil and gas sector TechnipFMC Oil and Gas
Company in Azerbaijan, there is a huge gap in literature considering the fact that this topic has
not priorly been investigated and analyzed before in an academic level. In the literature review, an

in-depth overview is provided with proper analysis and explanation about the side and assisting
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determinant factors in terms of the relationship between service delivery and procurement

activities. In this regard, a direct link between the two variables is detected.

The statistics indicated in the following scheme nicely demonstrates the significance of
procurement but sustainable procurement operations on service delivery of items. The effect that
procurement methods have on service delivery is briefly discussed below by the author of the
research study "The Effect of Procurement Practices on Service Delivery: A Case Study of VRA,
Ghana" (2019).
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Gathering evidence to accept or reject an existing hypothesis is the goal of theory-building
research. The study also aims to shed light on why and how the petroleum industry's sustainable
procurement practices are occurring. More specifically, the paper analyzes the existence of
positive linkage between the procurement process by separately analyzing the procurement
planning, procurement policy, and sustainable procurement practice and effectiveness of the
service delivery of the TechnipFMC Company. In this regard overall procurement process,

including procurement planning, procurement policies, and sustainable procurement practices of
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TechnipFMC company are referred as the focal independent variables of the study, while

effectiveness of the service delivery is referred as the dependent variable.

As a hypothesis of the research, in accordance with the factors explained and described
thoroughly, such as processes on the service delivery reviewed above, this paper is investigated

for the purpose of testing the following statements:

Hypothesis 0: Procurement has no direct influence on the quality of the service delivery in

TechnipFMC oil and gas company in Azerbaijan.

Hypothesis 1: Procurement policy has a positive relation with the success of the service delivery

in TechnipFMC oil and gas company in Azerbaijan.

Hypothesis 2: Procurement planning has positive relation with the success of the service delivery

in TechnipFMC oil and gas company in Azerbaijan.

Hypothesis 3: Procurement sustainability has a positive relation with the success of the service

delivery in TechnipFMC oil and gas company in Azerbaijan.

The objective of this part of the study was to examine the direct relationship between the
existence of procurement and the quality-of-service delivery in the oil and gas industry. To
ascertain the correlation between them, first, existent studies related to the topic have been

highlighted, and then they will be tested in the next coming paragraphs of the research.

3. Methodology

3.1.Introduction
The study of research technique includes an examination of the rationale behind the
adoption of specific research procedures. This section covers the research methods employed in
the study. It explains the research mindset, the research approach and the data gathering methods
employed in this thesis. It offers details on the sampling practice, data collection process, and data

analysis techniques that were utilized during the qualitative research.
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3.2.Research Methodology.

While practical issues should be taken into account when deciding on a research
philosophy, a researcher's particular understanding of the link between knowledge and how it is
generated is likely to be the most important factor in deciding on a research philosophy (Crossan,
2003). Form this point of view, the positivist and interpretivist paradigms, which are often utilized

by academics, were among the paradigms examined, discussed, and explored in most researches

(Halfpenny, 1987).

Proponents of positivism rely on the scientific approach of natural scientists who are
dealing with observed reality in order to produce generalizations (Comte, 2015). With more
stringent attention on pure data and facts, positivism focuses on the significance of what is offered
generally, without being impacted by human world of psychology (Irshaidat, 2019). In an ultra-

positivist perspective:

e Researchers would view organizations and other associated social entities as real, much
like physical things and natural phenomena.

e Finding facts or patterns that can be observed and measured is the goal of this
inquiry. Furthermore, the seen and measured occurrences should contribute to the
establishment of credibility and significance in the data. In order to create law-life
generalizations similar to those created by scientists, the researcher would look for causal

links between the data acquired.

Positivism is critiqued from a subjective perspective by interpretivists (Williams, 2000).
Unlike physical phenomena, human beings are considered distinct entities that cannot be studied
in the same manner. Interpretivism, on the other hand, focuses on a wider range of variables and
aspects that are tied to context. As a result, research in the social sciences must be distinguished
from research in the natural sciences. In an interpretivist perspective, cultural, environmental, and
temporal variables are all taken into account when formulating theories of social reality (Walsham,

1995). Unlike positivism, interpretivism seeks to include more complexity in its findings.

Qualitative approaches are best suited for gaining profound insights based on a specific
context because of the interpretivism paradigm's inherent features (Chowdhury, 2014) .

Researchers could be more general in their descriptions if they used quantitative methods instead
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of qualitative ones (Ryan, 2018). As a result, the type of study being conducted and the surrounding

environment might have an impact on the research methodology selection process.

Taking all aspects related to two key research philosophy into consideration, positivism
was used to test if procurement procedures affected service delivery in this study. Positivism
provides a sound basis for determining if procurement procedures have an impact on the quality
of service provided. Researchers' preconceptions and prejudices can be eliminated by using this
method rather than interpretivism, which relies on the researcher's subjective interpretation of the

data (Shah, 2021).

3.3.Research Strategy

It can always be challenging for researchers to decide between two study approaches:
intensive or extensive (Fatimah B., 2010). The terms "qualitative" and "quantitative" research are
often used interchangeably with intensive and extensive when referring to different types of study.
Based on the criteria described by Andrew Sayer, it can be stated that intensive research is
qualitative and extensive research is quantitative research (Sayer, 2010). According to a variety of
factors, there are significant differences between qualitative and quantitative research. A
constructivist perspective is commonly used in qualitative research to support the researcher's

knowledge claims (Newman & Benz, 2006).

As a result, the most important differential between these two research design
approaches is the matter of scope of the work in terms of data collection (McCusker & Gunaydin,
2014). The study questions, data gathering techniques and methodologies, constraints, and how
the objects are specified varies significantly across the two research types. Qualitative research
differs from quantitative research in that it goes beyond the distinction between statistical analysis

and in-depth interview, survey, or case study (Parylo, 2012).

Since the collecting of qualitative data, such as words, emotions, and sentiments, is the
focus of a qualitative data collection method (Kim & Yoon, 2016), the collecting of quantitative
data necessitates the gathering of data that can be measured and verified. As a result, quantitative
data gathering was the best option for this study because the research is aimed to have information

that could be verified.
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3.4.Research Design

A researcher's strategy is the approach which is utilized to collect data from their subjects.
Experiments, observations, and surveys are just a few of the methods that can be used in empirical
investigations (Tsang, 2013). There are several kinds of experiments each of which has a certain
pre-defined goal in mind attempted to achieve. For investigating non-human phenomena,
experiments are typically carried out in a scientific setting (Leavitt & Pondy, 1964). On the other
hand, in order to conduct an ethnographic study, researchers must live in the community being
researched for an extended period of time (Awasthy, 2015). Watching for behavioral shifts in the
phenomena under investigation is the most common form of observation. It is most commonly
employed to study non-humans, such as germs or animals. Furthermore, it is expensive to conduct
long-term observations, which makes it an unsuitable choice for scientific research. Researchers
can use surveys to select a sample of participants within a bunch of population to represent the
entire community. Since it insured that the subcategory of the interactions was picked and used to
analyze the hypothesis, this approach was chosen for this study's analysis. The most major benefit
of an online survey is that it saves money because it doesn't require the entire group to participate
(Gable, 1994). Because the researcher only has to deal with a tiny portion of the data, it also saves
time for him. For a deductive investigation that requires scientific and verifiable information,

surveys are the best tool because they collect data that can be easily confirmed.

3.5.Data Collection

In this paper, the data collection relies on the online surveys, considering the fact that
surveying people face-to-face, via postal mail, or via telephone can be expensive and time
consuming. The rising data collection strategy based on internet/e-based technologies (e.g. online
platforms and email), is a comparatively cost-effective and timely friendly survey option (Regmi,
Waithaka, Paudyal, Simkhada & Van Teijlingen, 2017). It is possible to collect a huge amount of
data in a short period of time using these new data collection methods, which are more efficient.
Additionally, they appear to be viable and useful for gathering data on delicate subjects or for
obtaining samples that are otherwise difficult to obtain. Since the majority of people are now
digitally linked, researchers in academia and the business sector are benefiting from the change
traditional surveys to online ones. However, in this case, an online questionnaire survey was the
most effective data collecting tool because it captured information that was only related to the

research objectives, as opposed to constructing and executing a paper version of the questionnaire
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(Marshall, 2005). In addition, the questionnaire is cost-effective because it may be sent to research
participants in a variety of ways. The questionnaire starts with personal information of
respondents, afterwards dependent variables which are procurement policies, procurement
planning, and sustainable procurement related questions are implemented. Finally. service delivery
related questions are asked from respondents to make sure of that the survey will cover research

model fully in terms of dependent and independent variables.

If the instrument to gather data is a questionnaire-based survey, then a specific method
should be utilized in order to obtain data from a specific group of people. In this case, population
of the survey are workers of TechnipFMC company in Azerbaijan, especially from supply chain
and procurement department. The research participants are obtained through a sampling approach.
Even though a subsection of the phenomena needed to be selected, it was necessary to devise a
mechanism for selecting the subsection. It is possible to utilize non-probability sampling or
probability sampling, both of which are valid methods (Acharya, Prakash, Saxena & Nigam,
2013). Probability approaches use procedures to ensure that each participant has an equal
opportunity to participate in the study (Mohsin, 2016). Due to the fact that a representative sample
is chosen, they are recognized the most scientific. Methods that don't rely on statistical probability
favor one part of a phenomenon over another, such as non-probability (Draugalis & Plaza, 2009).
Thus, non-probability approaches were employed in this investigation. Participants in sampling
study are chosen based on their current availability. Time constraints made it extremely difficult

to accommodate everyone, therefore this had to be implemented.

An email was sent to the TechnipFMC administration requesting authorization to conduct
research on the impact of procurement methods on service delivery in order to gather the necessary
data. As soon as management gave their blessing to the study, the author gathered the e-mail
addresses of all procurement staff and sent them an invitation to take part in the survey. Participants
were contacted through email through which they have been asked to indicate their answers for 16
questions, by having 13 questions on a Likert scale, while the remaining 3 questions were in
multiple-choice type. Indeed, the questions are organized with the aim of having an overview
towards the quality of the service delivery with reference to analyzing the procurement planning,
policies, and sustainability factors that have been discussed in the empirical part of the research.

More preciselyby, the questions regarding the transparency, budgeting, tendering, the role of
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specialists, pricing, ethic norms, and as such have been directed by the questions. The survey

questions are indicated in the Appendix A of the paper.

The questionnaire was sent as the email attachment. Based on the fact that
TechnipFMC had more than 213 procurement staff, the study chose a sample size of 96
respondents, which expressed the workers in an approximate ratio of 1:2. More specifically, the
survey response rate is estimated as 45%, which might be considered as sufficient number,
considering the fact that it can be approximated as almost half of the whole target population —
procurement staff of TechnipFMC. Moreover, based on given 45% population proportion, and

having sample size 96, margin of error is calculated as 4.83% with 80% confidence level.

3.6.Data Analysis: Regression Model
When analyzing the data, tabulated means and frequencies, as well as tables of the
outcomes, were used to make decisions. The data was then analyzed with Excel Data Analysis
tool to determine the association between the factors in the procurement process and the quality of
the service provided. To determine whether there are any linkages between the empirical data
groups (or variables), the quantitative statistical approach of analysis of variance (ANOVA) was
applied (Keselman et al., 1998). If the means of several variables are identical, then ANOVA can

be used to compare the statistically significant results of three or more means.

For the purpose of determining the link between service delivery as a dependent variable
and the independent variables, regression analysis is utilized. In this case, simple linear regression
model is processed in order to see correlations between each independent variable and dependent

variable separately. Thus, the model is the following:

Yi=a1 + bi(X1) + e

Yi=a; + ba(X2) + e2

Yi=a3 + b3(X2) + €3
Where:

- Y is the dependent variable, in our case, it is the quality level of service provided by the
company;

- X is one of the independent variables, in our case, it is procurement policy;
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- X is one of the independent variables, in our case, it is procurement planning;
- X3 is one of the independent variables, in our case, it is procurement sustainability;

(1A

“a” is the intercept point and “e” is an error term.

4. Findings
4.1. Descriptive Analysis of the Sampled P:articipants
As it is mentioned before, the study is analyzed with a real case of TechnipFMC, an oil and
gas company, which is operating in Azerbaijan. Most of participants work at supply chain and

procurement department. The descriptive statistics of the sample is as the following:

Customer feedback Time period an
for service delivery of  employee works for Age
the company the company
Mean 3.6 4.4 34
Standard Error 0.1 0.2 1
Standard Deviation 1.0 2.0 6
Sample Variance 0.9 4.1 35
Kurtosis 1.0 -0.4 0
Skewness -1.1 0.2 1
Range 4.0 8.0 22
Minimum 1.0 1.0 26
Maximum 5.0 9.0 48
Count 96.0 96.0 95

Table 1. Descriptive statistics of the sample. Source: own elaboration

Yes No
Procurement policy awareness 84 12

Male Female
Sex 85 11

Table 2. Descriptive statistics of the sample. Source: own elaboration
The table mentioned above indicates that 96 participants took part in the survey and almost
88% of respondents are male and their average age is 34 years old, with minimum of 26 and
maximum of 48. Average career duration of people participated in the questionnaire in that
company is around 4 years and the longest time period of a worker who have been employee of

the company is 9 years. In addition, as it can be mentioned, population of the survey are mostly
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aware of procurement policy of the company, since they are member of those department and their
daily job description demand to have sufficient knowledge about the policy with procurement and

supply chain process of the firm.

When it comes to thoughts of staff related with customer satisfaction with the service
delivered by TechnipFMC, mostly they are neutral for this decision to say customer is happy or
strongly unhappy with the service quality, however, it is slightly above 3 which indicates that most
of audience in the survey think that buyers from TechnipFMC are likely happy with the service

delivered.

4.2.Procurement Policies: Correlation With Service Delivery
As one of independent variables of the regression model, procurement policy and
correspondents’ approach towards it is analyzed with the following likert scale (from strongly

disagree to strongly agree rating):

Transparency in procurement process is in high level

A competitive bidding is allowed within procurement process
There is a team of specialists who is responsible for tender
contracts

Mutual ties are considered while tendering

Table 3. Questionnaire for procurement policy. Source: own elaboration

After the questionnaire is completed by the respondents, the descriptive statistics of the

answers is as the undermentioned:

Transparency in A competitive There is a team of Mutual ties
procurement bidding is allowed specialists who is are

process is in high within responsible for considered

level procurement tender contracts while
process tendering

Mean 3.70 3.82 3.60 2.49
Standard Error 0.10 0.08 0.08 0.09
Median 4.00 4.00 4.00 2.00
Mode 4.00 4.00 4.00 2.00
Standard Deviation 0.95 0.77 0.81 0.87
Sample Variance 0.91 0.59 0.66 0.76
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Kurtosis 0.60 -0.73 -0.44 0.33
Skewness -0.77 0.03 -0.11 0.52
Range 4.00 3.00 3.00 4.00
Minimum 1.00 2.00 2.00 1.00
Maximum 5.00 5.00 5.00 5.00
Count 96.00 96.00 96.00 96.00

Table 4. Descriptive statistics of the questionnaire for procurement policy. Source: own elaboration

As it can be seen from the table above, most of survey participants think that procurement
process is transparent since average rating is 3.7 out of 5 which means they are more likely agree
with the statement. Furthermore, they argue that bidding process is competitive enough and the
company has got a professional team of procurement specialists who are eligible for preparing
tender documents according with standards. Additionally, as it may happen frequently, although
relationship between suppliers and procurement specialists is also kept under control for each
tender and each procurement process, respondents slightly disagree with the statement as much as
2.49 point out of 5. They believe that some cases may happen that tenders can be biased and some
participants as providers of the service of product the tender is looking for are treated purposefully

with procurement management authorities who want them to win the tender.

When it comes to regression results of procurement policy and service delivery, the

undermentioned tables indicate regression statistics and ANOVA analysis.

Regression Statistics

Multiple R R Square Adjusted R Standard Observations
Square Error
0.581 0.337 0.330 0.40 96
ANOVA
df MS F Significance F
Regression 1 7.520 46.628 0.657
Residual 94 0.160
Total 95
Coefficients Standard Error t Stat P-value
Intercept 1.259 0.489 2.581 0.247
Procurement policy 0.737 0.110 6.827 0.678

Table 5. Regression analysis for procurement policy and its correlation with service delivery. Source: own
elaboration
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According to the results of regression, adjusted R square shows that procurement policy is
able to explain 33% of any change happening in service quality of the company from procurement
point of view. Procurement policy is considered as an important element for service delivery of
the company, however, it is not statistically significant (p<0.005) although one point of increase
in procurement policy may result with 0.737 point growth in the quality of service that the

company offers for the market.

4.3.Procurement Planning: Correlation With Service Delivery
In order to understand the situation related with planning level of procurement process
within the company, the undermentioned questions are asked from participants of the survey with

a likert scale format:

Special budget is formed for procurement department before the
year starts

Planning process includes other departments within the process
Future purchases are considered inside of the budgeting

There are enough specialists skilled with budgeting and planning in

procurement department
Table 6. Questionnaire for procurement planning. Source: own elaboration

The table undermentioned will illustrate results of the descriptive statistics of answers from

participants related with how the company is efficiently planning its procurement process:

Special budgetis  Planning process Future There are enough
formed for includes other purchases are specialists skilled
procurement departments within considered with budgeting and
department before the process inside of the planning in
the year starts budgeting procurement
department
Mean 3.67 3.79 3.75 3.58
Standard Error 0.10 0.08 0.08 0.09
Median 4.00 4.00 4.00 4.00
Mode 4.00 4.00 4.00 4.00
Standard 1.00 0.81 0.77 0.87
Deviation
Sample Variance 1.00 0.65 0.59 0.75
Kurtosis 0.85 -0.61 -0.58 -0.58
Skewness -0.95 -0.09 0.04 -0.16
Range 4.00 3.00 3.00 3.00
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Minimum 1.00 2.00 2.00 2.00
Maximum 5.00 5.00 5.00 5.00
Count 96.00 96.00 96.00 96.00

Table 7. Descriptive statistics of the questionnaire for procurement planning. Source: own elaboration
Although the sample chosen from employees argues that budget for procurement is planned
with considering the needs of other departments at the beginning of the year, however, they are
less likely to assume that the company is not careful about hiring professional budgeting and
planning staff. However, most of them think that it is not because of company human resource
strategy, rather there is not enough professional in employee market who is master with budgeting

and planning of procurement department.

In order to analyze the correlation between planning level of procurement with the service
of an oil and gas company, the regression analysis is run in which service delivery is dependent

variable while planning of procurement is independent.

Regression Statistics

Multiple R R Square Adjusted R Standard Observations
Square Error
0.63 0.40 0.39 0.380 96
ANOVA
df MS F Significance F
Regression 1 9.042 62.486 0.000
Residual 94 0.146
Total 95
Coefficients  Standard Error t Stat P-value
Intercept 2.048 0.323 6.358 0.000
Procurement planning 0.572 0.070 7.904 0.000

Table 8. Regression analysis for procurement planning and its correlation with service delivery. Source: own
elaboration
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Compared to procurement policy, participants think that correctly planning of procurement
processes explain much more part of any change in quality level of services by an oil and gas
company. It is because of, on time delivery of service is always the most important factor for
consumer in order to have a view about the partner company and its service quality. Thus, adjusted
R square of regression model is around 0.39 which is higher than 0.33 in procurement policy
regression model. In addition, one point change in procurement planning makes an increase of

0.572 point in service delivery level of the company, with p<0.005 of statistically significant data.

4.4.Procurement Sustainability: Correlation With Service Delivery

As it is mentioned in the study, the last but not least independent variable of the research is
sustainability level of procurement cycle, and the study also identifies how this factor makes a
sense for the quality of service offered by an oil and gas company. In order to understand what the
audience think about sustainability level of procurement processes in their company, the

undermentioned Likert scale rating is introduced to them:

Correct value of services compared to market prices are provided
by the firm
Ethic norms are met within the procurement processes
Corporate social responsibility is considered while making
decisions related with procurement
Local society is given attention to before any action with
procurement cycle

Table 9. Questionnaire for procurement sustainability. Source: own elaboration

Considering the likert scale above, descriptive statistics from the respondents related to

sustainability of procurement are as the following:

Correct value of  Ethic norms are Corporate social Local society is

services compared  met within the responsibility is given attention to

to market prices are = procurement considered while before any action

provided by the processes making decisions with procurement
firm related with cycle

procurement

Mean 3.77 3.85 3.72 3.76
Standard Error 0.09 0.08 0.08 0.09
Median 4.00 4.00 4.00 4.00
Mode 4.00 4.00 4.00 4.00
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Standard 0.89 0.79 0.80 0.84
Deviation

Sample Variance 0.79 0.63 0.65 0.71
Kurtosis 0.02 0.51 -0.38 1.17
Skewness -0.45 -0.37 -0.19 -0.70
Range 4.00 4.00 3.00 4.00
Minimum 1.00 1.00 2.00 1.00
Maximum 5.00 5.00 5.00 5.00
Count 96.00 96.00 96.00 96.00

Table 10. Descriptive statistics of the questionnaire for sustainability level of procurement. Source: own elaboration

Overall, the statistics of questionnaire shows that procurement team is happy with
indicators related with sustainability of procurement processes. They assume that corporate social
responsibility is taken into account before any action and ethical issues are always in attention
within department. In addition, with average point of 3.76, they agree that local people and
companies are considered mostly during procurement processes like tenders or hiring which is
another boost for keeping procurement department and their activities sustainable. There is no
doubt that, pricing is kept under control in order to make the service of the company compatible
and valuable for consumers, the respondents agree with this statement by 3.77 mean out of 5 in

the Likert scale.

As sustainability within procurement is a key element of keeping the service quality high

and the study analyses this relation with the following regression model results:

Regression Statistics

Multiple R R Square Adjusted R Standard Observations
Square Error
0.589 0.347 0.340 0.40 96
ANOVA
df MS F Significance
F
Regression 1 7.774 48.664 0.000
Residual 94 0.160
Total 95
Coefficients = Standard Error t Stat P-value
Intercept 2.328 0.326 7.165 0.000
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Procurement sustainability 0.502 0.073 6.977 0.000

Table 11. Regression analysis for procurement sustainability and its correlation with service delivery. Source: own
elaboration

The regression results indicate that sustainable procurement process is statistically
significant (p<0.005) for an oil and gas company in order to make sure of service quality. Which
means, one point change in sustainability level of procurement cycle may end up with 0.502 point
of increase in service delivery professionalism of the company. Therefore, survey respondents
argue that keeping the services responsible for community and environment is the major factor for

their clients and procurement department considers this situation before making any decision.

5. Discussion

Since the quality of the products and services provided by the company is dependent on
their employees' ability to deliver high-quality services, a transparent procurement process is
essential. Even so, in cases when the purchasing process is kept under wraps, the products
delivered are of poor quality and are not on time, which significantly impacts the service delivery.
As a result, policies that encourage transparency remarkably contribute to improvement of the
service quality and performance, while policies that do not support transparency leads towards an
opposite outcome, resulting in underperformance. According to the results of descriptive statistics,
a large portion of respondents agree that procurement processes are transparent in TechnipFMC,
Azerbaijan. It is one of the key factors for procurement policy of a company, according to

Martemyanova (2018).

In addition, policymakers' knowledge of contract law has ramifications for service
delivery. There are many reasons why service delivery can suffer from poorly written contracts,
such as ambiguity in legal responsibilities or possible repercussions for failure to meet contractual
obligations (such as financial penalties and reimbursements), as well as a lack of clarity in contract
terms or implications for failure. The contract's technical requirements also have an impact on the
quality of the service. In comparison to vendors that are developed without technical expertise,
companies with specialists on staff are better able to provide quality service. An organization's

ability to provide high-quality service is enhanced by policies aimed at making procurement
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processes more inclusive of technicians. Among the most significant aspects of acquiring new
equipment for the company are the negotiations between the many departments involved.
Technical standards that are well-defined encourage providers to develop new and better goods,
which in turn improves customer care and the value of the company's business. The study shows
that respondents think that there is staff enough in TechnipFMC with knowledge and skills related
to local and international legal and tendering regulations. As McKevitt and David (2014) and
Ronnback (2012) argue that procurement policies are not only stabilized with transparency or
country risk level, but also, having a team of professionals who are eligible to organize agreements
with contractors according to legal procedures of the country in which the company performs and

also internationally.

Although the current literature argues that procurement policies have a great impact on
service quality of oil and gas companies (Raymond, 2008; Love, Davis, Edwards & Baccarini,
2008; Mansaray, Lapkoff & Little, 2021), in our study there is also a correlation proved between
procurement policy and service delivery of the company, however, it is not statistically significant.
This is largely because that other factors of procurement have more impact on quality level of
services in companies and it differs from country to country according to their political and
economic risk levels (Nijaki and Worrel, 2012). In order to make sure the impact of other factors,
the research can be developed to cover other elements and variables in future studies as a

recommendation.

Among the findings of the study were the recognition that procurement planning was an
integral element of the TechnipFMC procurement process, as well as the recognition that
procurement planning had its own impact on the service quality. Procurement and quality
management were found to have a positive correlation in the research. According to Brochner et
al. (2016) and Camen, Eriksson and Garvare (2016), procurement planning favorably impacts

quality of services provided which is in line with results of this study.

To guarantee excellent service levels, another important element isto include
representatives from every division within the company in the budgeting process from the outset.
This is due to the fact that procurement planning can only be successful if the components of items
needed by each department are properly specified. It guarantees that the best products, facilities,

and materials are procured to meet the needs of the consumer. Because it reduces the risk of not
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being able to provide services and products to clients because they are not readily accessible in the
market (Shin & Lee, 2016). In this manner, results of this study also lean in the same direction
with the current literature considering the fact that most of respondent participated in the survey
agree with the statement that procurement department takes comments from other divisions into

consideration before making a decision about any purchase.

The study also found that procurement objectives at TechnipFMC take the human
resources component into account by assuring that trained personnel were employed for
procurement divisions. A successful service execution can be found in procurement planning that
incorporates designing for human resources (Mahamadu et al., 2018). Service quality is improved
when procurement processes are well understood by the company's personnel. Appropriate
procurement planning is made possible thanks to the presence of people with procurement
experience. When all items are handled correctly and delivered on time, you may increase your
company's trustworthiness and ability to satisfy industry standards. Personnel that have a positive
attitude toward their jobs and are accessible to provide service and attention to customers improve
the perception of service delivery as compared to those who are inactive and disinterested from
their jobs (Bontis, Richards & Serenko, 2011). This also leads to bad service delivery since
demotivated personnel are unable to develop effective plans or relevant contractual arrangements
that ensure vendors are completely obliged to offer high-quality consumables and therefore better

service supply can be delivered (Sibonde & Dassah, 2021).

Last but not least, the investigation also found that TechnipFMC's sustainable procurement
practices resulted in a high level of service. According to Dyllick and Hockerts (2002), sustainable
procurement strategies contribute to increasing service quality. These conclusions are consistent
with the conclusions of this study. The most significant aspect of sustainable procurement is that
it assures that the products purchased will provide clients with top-notch service. It minimizes the
acquisition of nonconforming units, hence improving the standard of the service delivery process.
Similarly, environmentally conscious and sustainable purchase improves service delivery as well.
According to Sharfman et al. (2009), consumers who care about the environment will be more
satisfied if a company purchases its products from environmentally conscientious vendors. As a
result, not only are the goods and services purchased more effective, but there is also less burden,

which leads to better provision of services. It has been found that green procurement procedures

50




increase the value of materials procured since they are more ecologically friendly than products
that are not ecologically sound. Furthermore, purchasing environmentally friendly items helps
businesses saving money, which in turn allows them to provide clients with lower-cost goods and
services, thus improving customer satisfaction as Hopkins, et al. (2009) and Montiel (2008) argue.
On the other hand, procurement processes that are socially responsible also improve service
quality. For example, having workers who are actively involved in their work and who come from
the local population might improve service performance (Hoejmose et al., 2012). As a result of
being socially sustainable, workers are motivated to provide excellent service to the company's
clients. For example, educating personnel improves service delivery since trained staff are better
able to provide better services than others who are not provided with improved skillset trainings

or seminars.

6. Conclusion

Here you'll find a summary of the findings, as well as an evaluation of their relevance to
the study's goals. The part also offers an assessment of the research's advantages and
disadvantages. It contains further recommendations for the issues on which next empirical

investigations should concentrate in order to improve the situation.

6.1.Summary of Findings

In this study the main purpose is to understand if there is any impact of procurement process
on goods and services delivered by oil and gas companies and how it happens. In order to do that,
case study analysis is organized, and a questionnaire-based survey is formed amongst employees
of TechnipFMC, an oil and gas company operating in Azerbaijan. Procurement is considered as
independent variable of the study while the quality-of-service delivery is the dependent one. In
addition, procurement process is analyzed from three different perspectives such as procurement
policy, procurement planning and procurement sustainability. The online survey is formed with
questions which identify what TechnipFMC workers from supply chain and procurement
department think about all these three dimensions of procurement, as well as service delivery. Data
is formed with answers from 96 respondents and descriptive statistics and simple linear regression
are both applied in order to understand opinion of the audience and correlations between dependent
and independent variables. Thus, regression results of the study indicate that procurement elements

have positive correlation with service delivery, especially procurement planning and sustainability
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are both statistically significant factors of procurement process to have an impact on quality of
service offered. This finding aligns with the current literature such as Rehmatulla, Smith, and
Tibbles (2017). Therefore, the study rejects the following null hypothesis of the research since

there is a clear relationship between procurement and service delivery:

Hypothesis 0: Procurement has no a direct influence on the quality of the service delivery in

TechnipFMC oil and gas company in Azerbaijan.

The next objective of the research, which was to investigate the procurement policies of
TechnipFMC in Azerbaijan, and their impact on service delivery, was successfully accomplished
by the research. The investigation determined that procurement procedures had a favorable impact
on service delivery within the organization, despite the fact that the impact was not statistically
significant. This is supported by Raymond (2008), who argues that public procurement policy has
an impact on service delivery in a variety of ways, regarding the nature and type of public policy
being implemented. Policy initiatives that encourage transparency ultimately result in improved
service delivery. Additionally, having a team of professionals who are expert with procurement
contracts and together with, competitive bidding are also inevitable parts of procurement policy of
a company which make sure of high-level quality of services. Thus, the study findings approve the

following hypothesis:

Hypothesis 1: Procurement policy has relation with the success of the service delivery in

TechnipFMC oil and gas company in Azerbaijan.

The following element of procurement which is considered in this study is procurement
planning and the study obtained thoughts of employees in TechnipFMC about planning and
budgeting processes in procurement cycle. The study found that procurement planning has a great
and positive impact on the services delivered by an oil and gas company. This finding is supported
by the current literature as well like Mullins (2003). It is proved that budgeting the purchases at
the beginning of the year with involving all other divisions of the company and with help of a
professional team who owns budgeting and planning skills and knowledge have a great impact on

cost saving actions of the given company, and hereby, its competitive pricing strategy, which ends
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up with customer satisfaction and increased service delivery quality. Therefore, the study approves

the following hypothesis of the research:

Hypothesis 2: Procurement planning has relation with the success of the service delivery in

TechnipFMC oil and gas company in Azerbaijan.

The last but not least element which is used to identify procurement process of the study is
the level of sustainability that the company possesses. The findings of the research show that
sustainable procurement cycle has a positive correlation with service delivery in TechnipFMC, as
a member of oil and gas industry. This result is also in the same direction with the findings of
Hoejmose et al. (2012). The study argues that procurement team should always prefer to purchase
from suppliers who are operating in a socially and environmentally friendly ecosystem. It will end
up with less cost of production and more customer happiness which is end product of high quality
of services offered. Finally, the last hypothesis is approved by this study according to the

regression results of dataset:

Hypothesis 3: Procurement sustainability has relation with the success of the service delivery in
TechnipFMC oil and gas company in Azerbaijan.

6.2.Weaknesses of Study

During the overall investigation process, the study has been challenged by specific
limitations, considering which might be assistive for the further researchers. The first one is that
respondents of the survey are all from the same departments which eliminates the chance of having
more accurate conclusions for service delivery. Largely because, the quality level of service is
better to be analyzed with responses from their real users, consumers. However, in this study it
was difficult to find and contact with customers of TechnipFMC in order to ask them the relevant
questions related with quality level of service they buy from this company, through which the
higher objectivity rate might have been ensured in the research by maximum-level avoidance of
biased or stereotypical responses. Therefore, to certain extent, the findings of the study can be
evaluated as limited since workers of the company could not mention that the service quality is
poor even if it is in reality. Thus, instead of referring to real costumers’ opinion, the according

reflection of the costumer profile should have been referred; however, this alternative has not been
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realized, which is the second weakness of the study. Indeed, it was not possible to refer to
costumer’s profile considering the fact that TechnipFMC oil and gas company in Azerbaijan fully
respects the ethical norms and rules regarding the preservation of the rights of the employees and
consumers, it was not possible to maintain a relevant data which precisely describes the costumer’s
profile and the competitive environment that the company is engaged in. Namely, the company
does not enable such information to be publicly available due to the preservation of the privacy
and confidentiality, which obscured the research process by preventing to include such
information. As the next limitation, it is essential to highlight the fact that the service delivery
concept is a multidisciplinary phenomenon, which might be interpreted in a broader scope than it
is mentioned in this study and there may be various factors which are able to explain changes in
quality level of service delivered in an oil and gas company. Therefore, analyzing what can have
an impact on service delivery only with procurement may result with unsatisfied conclusion since
the quality level of service can be affected by different factors such pricing, market, economic and
social indicators of country, and so on. Lastly, sample size of the study is not big enough to have
an unbiased view on the topic. Generalization with a small sample of population is a limitation of
the study which may lead individual opinions to be ignored and actions to be not fully discovered

to certain extent.

6.3.Recommendations

This study has its own limitations and weaknesses, and avoidance of the aforementioned
existing drawbacks may be converted into opportunities for the next investigations, through which
the higher level of objectivity, and hereby, an increased reliability can be ensured. Thus, it is
recommended for the further studies to conduct the data collection with an increased sampling size
and within larger timeslot, through which the authors might attain higher response rate among the
target population. Moreover, by including other variables such as pricing, market, economic and
social indicators of the state, which are not analyzed in this study, relatively more accurate results
can be maintained regarding the role of procurement to affect the quality of the service delivery in
TechnipFMC oil and gas company. Moreover, in the next studies, conducting survey not only with
participation of the procurement staff of the company, but also with engagement of the consumers
of TechnipFMC might be handful on acquiring an objective data. Namely, while asking questions
related with procurement department and its operations, the questions about evaluating the

effectiveness of the service delivery of TechnipFMC company can be asked to the consumers of
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those services in order to ensure that the responses of the survey are potentially more real and

honest inside of the assumptions.
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Appendices

Appendix A

Survey Questions:

This survey aims to examine the role of the procurement process including the procurement
planning, procurement policies, and sustainable procurement practices of TechnipFMC Company, as in
relation to its role in having effective service delivery in the company. The participation of respondents in
the survey is voluntary. The survey is conducted by prioritizing the confidentiality of the respondents within

the ethical norms, and the anonymity of the survey participants is fully ensured.

1. Corporate social responsibility is considered while making decision related with procurement?
a. Strongly agree
b. Agree
c. Neither agree nor disagree
d. Disagree
e. Strongly disagree
2. Local Society is given attention to before any action with procurement cycle
a. Strongly agree
b. Agree
c. Neither agree nor disagree
d. Disagree
e. Strongly disagree
3. What is your age interval?
a. 20-25
b. 26-30
c. 31-35
d. 36-40
e. 40+
4. What is your gender?
a. Male
b. Female
5. The period you have been working at the company
a. 1-3 years

b. 4-6 years
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c. 6+ years

6. Rate the customer feedback for the service delivery

a.
b.
C.
d.

€.

1
2
3
4

5

7. Transparency in procurement process is in high level

a.
b.
c.
d.

€.

Strongly agree

Agree

Neither agree nor disagree
Disagree

Strongly disagree

8. A competitive bidding is allowed within procurement process

a.
b.
C.
d.

.

Strongly agree

Agree

Neither agree nor disagree
Disagree

Strongly disagree

9. There is a team of specialist who is responsible for tender contracts

a.
b.
C.
d.

€.

Strongly agree

Agree

Neither agree nor disagree
Disagree

Strongly disagree

10. Mutual ties are considered while tendering

a.
b.
c.
d.

€.

Strongly agree

Agree

Neither agree nor disagree
Disagree

Strongly disagree

11. Special budget is formed for procurement department before the year starts

a.

b.

Strongly agree
Agree
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c. Neither agree nor disagree
d. Disagree
e. Strongly disagree
12. Planning process includes other department within the process
a. Strongly agree
b. Agree
c. Neither agree nor disagree
d. Disagree
e. Strongly disagree
13. Future purchases are considered inside of the budgeting
a. Strongly agree
b. Agree
c. Neither agree nor disagree
d. Disagree
e. Strongly disagree

14. There are enough specialists skilled with budgeting and planning in procurement department

a. Strongly agree
b. Agree
c. Neither agree nor disagree
d. Disagree
e. Strongly disagree
15. Correct value of services compared to market prices are provided by the firm
a. Strongly agree
b. Agree
c. Neither agree nor disagree
d. Disagree
e. Strongly disagree
16. Ethic norm are met within the procurement processes
a. Strongly agree
b. Agree

c. Neither agree nor disagree

a

Disagree

e. Strongly disagree
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