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The Accident

On April 20, 2010, Deepwater Horizon—a floating, semi-submersible, dynamically-positioned
drilling unit—exploded after a massive natural gas gusher from a natural reservoir located more
than 13,000 feet under the sea floor (see Figure 1 for a summary of the accident events). The
explosion killed 11 people working on the platform and injured 17 others.

After the explosion, an estimated 4.9 million barrels of oil spilled into the Gulf of Mexico over a
period of 87 days, causing unprecedented damage to the environment and the local economy?
(see Figure 2).

BP was the main lease operator in that area and the main company responsible for the Deepwater
Horizon drilling project. However, of the 126 members of the crew, only seven were BP employees;
all the others worked for BP's operational partners: Transocean, Halliburton, M-I SWACO, etc.

According to the National Commission on the BP Deepwater Horizon Qil Spill and Offshore Drilling,
the explosion was caused by poor security procedures and manual errors.? It is worth mentioning
that at the time of the accident, the Deepwater Horizon team met the regulations and indications
stipulated by the Mineral Management Service (MMS), the US Government agency responsible
for guaranteeing the safety and security of offshore drilling rigs. During the three years prior to the
accident, Deepwater Horizon had not received any citation for non-compliance.

1 Maureen Hoch, “New Estimate Puts Gulf Oil Leak at 205 Million Gallons,” PBS NewsHour, August 2, 2010,
http://www.pbs.org/newshour/rundown/2010/08/new-estimate-puts-oil-leak-at-49-million-barrels.html.

2Deepwater — The Gulf Oil Disaster and the Future of Offshore Drilling. Report to the President (January 2011),
http://www.oilspillcommission.gov/sites/default/files/documents/DEEPWATER ReporttothePresident FINAL.pdf.
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Deepwater Horizon's team had already identified a significant reserve of natural gas and oil; the
extraction well was considered to be in the final stages of completion. This means that the well
walls were already lined with cement and operators were completing structural assessments to
transform the well into a semi-permanent production platform

However, according to Berkeley Professor Robert Bea, the Deepwater Horizon team did not follow
all the security procedures recommended by common engineering practice (although not
prescribed by law) to check the well’s stability. They were probably under pressure to complete
this phase of the project quickly, since the lease of the rig costs BP 496,800 dollars a day:

“Operations were ‘Faster’ and ‘Cheaper,” but not ‘Better’—the operation records clearly
show excessive economic and schedule pressures resulting in compromises in the Quality
and Reliability of this high-end deepwater oil and gas development system.”3

However, less security checks meant less information available to the engineers for making
proper decisions. Unaware of the imminent danger, the team continued to run normal
operations. At 9:45 p.m. on April 20, 2010, a geyser of mud, methane gas and water erupted
from the sea, followed by a series of explosions and a firestorm. Engineers tried to activate the
blowout preventer but the system failed.

Recent Past
Before the Deepwater Horizon disaster, BP’s reputation in safety and security was not the best.

In March 2005, an explosion at BP’s Texas City refinery resulted in 15 deaths and 170 injuries.
The US Chemical Safety Board revealed significant safety problems in that refinery and in
another 34 BP business units around the world. According to the report, the disaster was
“caused by organizational and safety deficiencies at all levels of BP.”4

In 2006, 200,000 gallons of ail spilled into Great Prudhoe Bay in Alaska, the largest spill ever
on the North Slope. Despite spending $500 million to replace 16 miles of corroded pipe,
BP continued to experience leaks. Three more accidents occurred along the same system
of pipelines in 2009. On October 1, 2010, an internal BP report revealed that at least 148 BP
Alaska pipelines received an “F-rank' from the company, meaning that more than 80% of the
pipe wall was corroded and could rupture, risking an explosion or spills.>

Objective data seemed to contrast with BP’s public statements. For example, the 2008 Annual
Report maintained that:

“Safety must inform every decision and every action. The BP operating management system
(OMS) turns the principle of safe and reliable operations into reality by governing how every
BP project, site, operation and facility is managed.”

3 Robert Bea, Failures of the Deepwater Horizon Semi-Submersible Drilling Unit, University of California, Berkley (May 20, 2010).

4 “CSB Investigation of BP Texas City Refinery Disaster Continues as Organizational Issues Are Probed,” U.S. Chemical Safety
Board (October 30, 2006).

> Abrahm Lustgarten, “Extensive corrosion threatens BP pipelines in Alaska, risking explosions, spills,” The Washington Post,
November 2, 2010, http://www.washingtonpost.com/wp-dyn/content/article/2010/11/02/AR2010110207708.html.
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By the same token, the 2009 Annual Report declared that:

“Safety, people and performance are BP’s top priorities. We constantly seek to improve our
safety performance through the procedures, processes and training programs that we
implement in pursuit of our goal of ‘no accidents, no harm to people and no damage to the
environment’.”
After the Deepwater Horizon disaster, some experts and activists expressed outrage at BP’s
statements. Others maintained that managing security in such a complex industry was no simple task.

What Is the Responsibility of the US Government?

After the Deepwater Horizon disaster, a debate emerged about the role of the US Government.
According to an Associated Press report, the MMS was unable to produce a number of safety and
emergency procedure documents that BP was supposed to have provided them. However,
according to the article, this was not the only issue that emerged from the journalists' investigations:

“The inspection gaps and poor record-keeping are the latest in a series of questions raised
about the agency’s oversight of the offshore oil drilling industry. Members of Congress and
President Barack Obama have criticized what they call the cozy relationship between
regulators and oil companies and have vowed to reform MMS, which both regulates the
industry and collects billions in royalties from it. Earlier AP investigations have shown that
the doomed rig was allowed to operate without safety documentation required by MMS
regulations for the exact disaster scenario that occurred; that the cutoff valve which failed
has repeatedly broken down at other wells in the years since regulators weakened testing
requirements; and that regulation is so lax that some key safety aspects on rigs are decided
almost entirely by the companies doing the work.”®

In other words, in the addition to the lax regulation, MMS had granted some exceptions to
Deepwater Horizon which was considered “a model for safety.”’

This generated fierce debate. Some experts declared that MMS’s behavior was inadmissible.
Safety standards had to be defined in more detail by government agencies because, otherwise,
employees' safety could be seriously endangered since firms’ ultimate purpose is to maximize
profits. If this view is taken, BP's mission would be to find oil and bring it out, and the
Government’s task would be to impose safety measures. Why should BP also carry the burden
of testing the safety of new technologies, for example, if it was not even required by law? There
were many good reasons for thinking that BP should focus on doing business, while security and
safety constraints should be determined by the US Government.

In contrast, other experts maintained that it was impossible for the MMS to enter into such
technical issues, and the Government’s role was only to provide general indications on how to set
security and safety standards. According to this second view, the US Government has no chance
of controlling every industry in detail, since the US is a country bursting with high-tech companies
which are continuously creating new and increasingly complex technologies. Strict regulation
could consequently be too expensive for the governmental apparatus and a dangerous restraint
on innovation.

6 Associated Press, “Oil rig inspections fell short of guidelines,” Timesnewsnet, May 16, 2010,
http://www.timesnews.net/article.php?id=9023118.

7 Ibid.
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