
while agriculture remains one of i ts 
most important industries. The latte r 
two indust ries are actually contribut· 
ing to Texas' present economic down· 
tu rn because of im por t com p ti tion 
and low agricul tural pri ces. 

Bolstering tourism has been consi· 
dered by all of the states, and the 
Texas, Lou isiana and Oklahoma legis· 
latures all considered, but voted 
down, gambling as an alternative way 
to raise revenu es. In an attempt to ob ­
tain more long-term activity, m any of 
the states are attempting to attract 
national corporate headquarters. 
Present ly most of the oil patch states 
can offer some of the cheapest ren­
tal space prices and a large supply of 

labor, usually at a competitive wage. 
Attracting high tech industries is 
another area of particu la r concen tra · 
tion o f the ir di ver ification efforts. 
These efforts m ay eventually help 
m inimize the in f luence t he oil indus­
try has on their economies, but, in the 
short term, only a tu rn around in the 
level of oil industry activity will 
breathe new life into the oil patch. 

Conclusion 

The worst is over for the oil industry 
in Alaska and the nation. Signs of 
new life are now appearing regularly 
and the oil industry is likely to pull 
out of the slump soon. The oil indus· 
try employs only a small part of Alas­

Alaska's Oil Patch 

ka 's work force, however, its 
improving outlook will not have an 
immediate effect on A laska's employ· 
m ent p icture. With additional cuts in 
Alaska's state capital and operating 
budget this y ar, m uch of the rest of 
the economy will continue to feel the 
reve rbe ratio n s of declining oil 
revenues. A nd these o il revenues sup­
port a m uch larger share of A laska's 
wo rk fo rce t han the o il industry. Most 
impor an t, however, is the fact that a 
recovering oil industry is an impor­
tant indicator that the worst of th e 
present recession may soon be be ­
hind us. 

Alaska accounts for 
about 21.2% of the 

(J.S. daily production. 

By Greg Huff 

A 
laska is a giant among U.S oil producing states. The daily rate of 
oil production from Alaska accounts for about 21.2% of the U.S. daily 
production. Most impressive is that this production level comes from 
a small number of oil fields. Althou gh there are 26 known sedimen­

tary basins in Alaska only two-the North Slope and Cook In let-produce com­
mercial quantiti es of oil. 

Prior to 1977, Cook Inlet oil represented all of Alaska's commercial oil produc· 
tion. Today the North Slope fields account for about 97% of Alaska's oi l produc­
tion. As of mid-1987 oil production from the North Slope was fro m three oil 
fields: Prudhoe Bay, Kuparuk and Lisburn e. Production from these th ree fie lds 
has increased Ala ska's annual oil production ten fold since 1977, to over 670 
million barrels a year. 

Table 1 
Alaska Oil Industry Employment 

Industry 1980 198 11 1982' 1983 1984 1985 ]986 

Prod ucers 3 ,312 3 ,156 3,549 4,057 4,515 4,748 4,639 
Drilling 99 1 1,493 1,245 815 841 1,175 1,17 1 
Exploration (seismic) 75 1 1447 1615 930 710 673 340 
Oil Fiel d Servi ces 1.100 2,020 1,676 1,641 1,983 2,27 4 2.359 

Total 6,153 8 ,116 8 ,084 7.442 8,049 8,869 8,508 

Oi l Industry Indicators 

Number of oil rigs 14 23 22 14 14 20 13 
Exploration (crew mon ths) 37 82 129 58 79 48 19 
Producti on (milli on bbl ) 591.7 587.3 6 18.9 625 .5 630.4 666.2 681.3 

Sources : Employment data: A laska Department of Labor, ES·202 data 1980· 1986. 
O il industry indicators: Petroleum Independent 

ES.202 figures were adjusted for cod ing err or s. 
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Each stage in the development of the 
No rth Slope o i l fi elds has resulted in 
m ore oil and gas jobs in Alaska, 
though there have been intermittent 
pe r iods where employment has 
fall en. Over the last decade, Alaska's 
oil and gas employment has grown 
nearly three fold , peaking in 1985 at 
8,869 jobs. Although employment fell 
in 1986 the industry still accounted 
for 4 % of the total jobs and 9 % of to­
tal wage and salary payroll in Alaska. 

Alaska's Oil Employment 
19 80·1987 

From 1980 through 1982 Alaska oil 
patch employment grew rapidly 
(Figure 1). This growth in employ­
ment was brought on by $30 a barrel 
oil prices and major development 
projects in the Prudhoe Bay and 
Kuparuk fields. Employment cut­
backs followed in 1983 with reduced 
drilling and seismic exploration 
schedules. In 1984 another period of 
employment expansion began with 
rounds of additional development in 
the Prudhoe Bay Field directed at 
maintaining the daily production rate 
of 1.5 million barrels and extending 
the production life of the field. Con­
currently, additional development 
was being done in the Kuparuk field. 

Projects at both fields caused drilling 
schedules to increase, gravel pads 
and pipelines to be built, and p roduc­
tion and enhanced recovery facilities 
to be constructed and staffed. This 
period of growth lasted until 1986 
when the collapse of oil prices caused 
a critical reassessment of planned de­
velopment activities. Oil and gas ex­
ploration activities were delayed or 
altered, idling equipment and crews. 

An example of a marginal field that 
was shut down by low oil prices is the 
Milne Point oil field. Milne Point start­
ed producing in late 1985 but shut 
down in the summer of 1986. On the 
other hand, the Lisbu rne field, consi­
dered marginal, began commercial 
production in December 1986. In ad ­
dition, Standard A laska Prod uction 
Company brou ght the Endicott Oil 
field into operation in October, so 
there was some positive news despite 
the gloomy scenario ca used by fa lli ng 
oil prices. 

After all the dust settled, less than 
400 oil and gas j obs had been lost by 
the end of 1986; no t that ba d con-

Figure 1 
Alaska Oil and Gas Employment 1980 to mid 1987 
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Figure 2 
Alaska Oil and Gas Employment - Producers and Services 
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sidering the free fall of oil prices. By 
the end of 1986 o i l pr ices began to 
climb and by 1987 oil prices had 
returned to levels that were compara­
ble to those prior to the crash. 
However, oil and gas employment 
continued to fall as drilling and ex­
ploration schedu les were fu rther 
reduced, but the worst appear to be 
over as some industry ind icators are 
im p rov ing. 
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Production Employment 

Each stage of development has a 
d i fferent impact on employment lev­
els of the va ri o us segm ents o f the o il 
industry (Figu re 2). T he two p r imary 
segm ents are oil and gas p roduction 
and oil fi eld serv ices. The o il and gas 
prod uct io n segmen ts includes the 
primary operators o f the oil fie lds 
such as A Re O and Standard Alaska 
Product ion Company. T his segment 
employs workers to operate produc­
tion fac ilities and to support and/or 
manage the operat ions in the fi eld. 



T he oil field serv ices segment in ­
cl udes f i rm s which p rov ide contract 
se rv ices to the p r im ary operato rs. 
These se rv ices incl udes dril li ng, ex­
plorat ion services and m iscell aneous 
oi l field services. 

Employment in the production seg­
ment grew each year from 1980-1985, 
because o f the ongoing development 

of the North Slope oil fields. Cook In­
let production employment was fair­
ly stable over the period. Company 
reorgani zation and layoffs caused by 
the 1986 drop in oil prices halted 
growth in production employment. 
The layoffs and reorganizat ions ulti ­
mately caused production employ­
ment to fall by 100 jobs_ 

F ield Service Employment 

Employment in the oil field service 
segment have fluctuated widely over 
the years (Figure 2). Employment in 
oil field services peaked in 1982 then 
fell sharply through late 1983. 
A lthough there was a growth period 
beginning in late 1984, employment 
never regained the levels reached in 
the early 1980s. In general, as the 
North Slope fields mature the de­
mand for exploration and drilling 
services declines. 

A further breakout of the oil field 
services segment is helpful in under­
standing its underlying employment 
trends. The three sectors which make 

up the o il fi eld se rv ices componen l 
are drill ing, explorat ion, and miscel­
laneous oil f ields services. T hey a ll 
provide oil and gas serv ices on a con ­
tract basis to the p rimary pro ducers. 

The d ri l ling services sector contains 
establ ishm en ts that specia lize in 
directio nal d r i lling, spud ding in wells, 
and red ril li n g or rewo rki ng wells. Ex ­
ploration se rvice fir m s p rovide geo­
physical and geological services 
including seism ic testi ng. T he miscel­
laneous oil f ield services category is 
a catch all for firms provid ing any 
other type of oil field serv ices, such 
as building foundations at well loca­
tions, cementing wells, or chemical­
ly treating wells. 

Of the three sectors the exploration 
services tends to be the most sensi­
tive to oil prices. Both exploration 
and drilling are utilized extensively 
during early phases of oil field de­
velopment. The miscellaneous com­
ponent is influenced more by facility 
construction, production schedules, 
and oil field maintenance. 

The drilling and exploration sectors 
have similar trends through 1983. 
Employment grew rapidly during the 
earl y development stages of Prudhoe 
and Kuparuk fields, but fell quickly in 
1983 (Figure 3). Drilling and explora ­
tion employment trends separated in 
1984 as enhanced recovery tech­
niques on existing fields and the de­
velopment of the marginal fields 
increased the demand for drilling 

Figure 3 
Alaska Oil and Gas Employment - Oil Field Services 
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services. In fact, drilling employment 
levels during the first quarter of 1986 
were the highest since 1982. 

1986 and Beyond 

The oil industry cutbacks were the 
greatest in exploration activities after 
the collapse in oil prices. For exam­
ple , exploration activity, measured in 
terms of c rew months, dropped over 
60% in 1986 in Alaska. The figures 
for 1987 are preliminary. but indica­
tions are t hat exploration act ivities 
are slowly recovering as o i l co m pa­
n ies concentrate on fu rther develop­
ment of the ex isting p roducing fields 
and in i tial devel opment of other 
k nown field s. 

Next hardest h it by fa ll ing o il p rices 
was d ri l l in g servi ces. D ri l li ng 
schedules were d ramatically cu t back 
resu lt ing in the number o f r igs work ­

C 



ing in the state falling from 22 in 
February 1986 to 6 by December 
1986, D rilling employment fell f rom 
1,434 to 965 over the same period. 

The num ber of ri gs o perati ng in 
Alaska fro m December 1986 thro ugh 
July 1987 fluctuated between 6 and 
9. Rig act ivity is ex pected to increase 
through the rest of 1987 and into 
1988 as further North Slope develop· 
ment occurs, Among the additional 
drilling activities expected are en­
hanced recovery techniques at Prud­
hoe Bay and Kuparuk fields, the 
increase in production at the Lis­
burne field and the soon to be 
producing Endicott field. 

Conclusion 

Since the development of the North 
Slope oil fields Alaska has become an 
oil giant among the U.S oil produc­

ing states. Alaska's oil production has 
increased ten fold in the past ten 
years while o il and gas employment 
has grown nearl y three times. In 1986 
the ind ustry repr sented 4 % o f all 
j obs and 9% ($55 1 milli on) of to tal 
pay ro ll· in Alaska. 

Besides direct employment the o il in­
dustry provides a limited seco ndary 
impact on employment in Alaska 
largely limited to expenditures of em­
ployees' payroll and the construction 
associated with the develop ment of 
oil fields. Nearly all manufacturing 
and assembly of equipment used in 
the oil industry is done outside 
Alaska so economic impacts from 
that sector are smal I. 

The oil industry in made up of sever­
al segments, each of which reacts 
differently to exploration and de· 
velopment schedules, which in turn 

Working in the Oil and Gas Industry 


are shaped by the level of and change 
in oil prices. Overall the production 
and miscellaneous oil field services 
segments have had employment in­
creases from 1980 to 1985, and only 
small employment declines in 1986. 

Employment levels in drilling and ex­
p lo ra tio n services, on the other hand, 
have fl uctuated up and down over the 
period depend ing upon explora t ion 
and development schedu les, peaking 
d uring the early development stages 
of the Prudhoe Bay and Kupa ru k 
fields. 

Alaska's oil patch, like other o il patch 
states around t he wo rld, had major 
setbacks in 1986 but if o il pri ces re­
main at cu rrent levels Alaska's oil 
patch will re cover and the state's 
economy w i ll improve with it. 

By James Wilson 

T 
he oil and gas industry is currently the keystone of Alaska's econo­
my. This is, however, a relatively new natural resource activity in the 
state. The large scale development of the oil industry began less than 
twenty years ago with the North Slope oil lease sale in 1969. 

Although a prime mover of economic activity, the oil and gas industry direct­
ly employs fewer than 10,000 workers, or roughly 6% of private sector em­
ployment. Employment levels in other industries such as government, 
construction, trade, and services are very much dependent upon the econo­
mic stimulus from oil generated revenues and taxes. 

Most discussions of the oil and gas industry center on the extraction of the 
resource, which is the major part of the oil activity. Other economic compo­
nents of the bigger picture include: the Trans-Alaska Pipeline System includ­
ing the storage and tanker loading facilities at Valdez, refineries, and finished 
product bulk storage and distribution systems. 

Employment Levels in Oil and Gas 

The oil and gas extraction industry is comprised of two primary components, 
1) production, and 2) oil and gas field serv ices (which include exploration and 
drilling). Currently 55% of the annual average employment is in t he produc· 
tion segment and 45% is in the field services portion. Field services wo rk is 
more seasonal than production activi ty and annual emp loyment levels are more 
variable than in production. Ta b le 1 li sts occupatio ns i n m ining for 1986 and 
forecasted occupations for 1991. (Oil and gas m ake up over 90% of these oc­
cupations) 

Although a prime mover 

of economic activity, 


the oil and gas industry 

directly employs fewer 


than 10,000. 



