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Foreword

PETROLEUM PROFESSIONALS
BLUE RIBBON TASK FORCE

Final Report and Recommendations

Two years ago, industry, professional
organization and government questioned
whether there were adequate numbers

of petroleum professionals (geologists,
engineers and geophysicists) for the U.S.
domestic industry. In December 2001, I
assembled a Petroleum Professionals Blue
Ribbon Task Force to address the issue,
charging them with developing proposals
both proactive and practical.

In June 2002, I issued their preliminary
recommendations at the Interstate Oil
and Gas Compact Commission (IOGCC)
Midyear Meeting, and reported on

our successful action addressing those
recommendations in December 2002

at the [OGCC Annual Meeting. In
addressing those recommendations, I
held meetings with industry leaders and
the IOGCC surveyed industry actions. I
wrote many letters of support for federal
research spending, which in turn supports
graduate students in these key petroleum
professional degree programs. Those
carlier recommendations have begun to
have an impact. An informal survey and

anecdotal evidence from industry indicate
the number of students enrolling in there
areas of study have begun to climb. To
continue this momentum, this report
contains final recommendations to that
can be taken on by state and federal
government as well as industry, to ensure
our domestic energy industry continues
to be strong,

Governor John Hoeven, 2003 Chairman,
Interstate Oil and Gas
Compact Commission






Introduction

Before addressing the issue of how to
assure the future supply of petroleum
professions, it is important to put the
dilemma into context.

The oil shocks of the 1970’s and 1980’s
and the subsequent collapse in world
energy prices from 1984 to 1986 resulted
in a major retrenchment of the energy
industry. The domestic industry alone lost
more than a half million jobs in the mid-
1980’s. Subsequent to the price collapse
that culminated in 1986, the industry has
experienced substantial volatility in energy
prices that has posed special challenges to
maintaining a stable workforce. The price
volatility continues today.

Investment in new infrastructure,
refineries and other critical facilities

for delivery of energy to the global
economy has dropped significantly since
the 1980’s. This dramatic slowdown

in investment has caused a large
reduction in the excess delivery capacity
that the industry traditionally had
maintained. This loss of excess capacity is
to blame, in part, for the recent spikes in
prices that have occurred as the industry
struggles to meet market demand in the
growing global economy.

In addition, proprietary research and
development (R&D) by the major
operating companies were reduced
dramatically as part of the austerity
mindset that major operators were forced
to adopt. Operators shifted from programs
of highly competitive, proprietary R&D

to a reliance on outside technology
developed by service companies and
universities. However, the funding cuts
imposed by the industry during this period
also affected the programs at universities
and service companies and caused many

of these programs to fall into ill health

as well. In the same period, government-
funded energy R&D also came under
pressure, and dramatic reductions in
federal spending made an already serious
problem even worse. Federal spending
continues to decline from a low level to
ever lower levels. Dramatic changes in
employment demographics of the energy
industry then emerged. The industry hired
aggressively from 1974 to 1983, and built
up large staffs. Many of these people lost
their jobs in the mid-1980’s. In following
years, those who stayed in the industry
have witnessed a seemingly unending
process of layoffs, reorganizations,
mergers and consolidation. The “survivors,”
who are a large part of the current
employment base of the industry, are now
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approaching retirement, as evidenced by
current industry demographics (Figure 1).

At present, the average age of employees
with the major operators and service
companies is in the range of 46 to 49 years
old. With the average retirement age for
the industry being 55 years, it is obvious
that the industry faces a crisis in the next
7 to 10 years as more than half of the
employee base leaves the work force.

At the same time, a reduction in global
spending by the industry, coupled with
many mergers, resulted in significant
reductions in hiring of geoscientists,
engineers, field personnel and other
technical and skilled workers.

The impact of this change in hiring
practices is two-fold. First, the decline

in hiring prevented the industry from
addressing the demographic problem by
filling in the tail of the age curve in Figure
1. Second, the operators and service
companies diminished their recruiting
efforts at universities and reduced funding
for R&D activities, which resulted in
dramatic declines in the number of
domestic students preparing to enter

the oil and gas industry.

These declines in undergraduate and
graduate enrollments, as evidenced by
data from the geosciences and petroleum
engineering disciplines (Figure 2), have
created a progressive weakening in the

health and viability of major educational
programs that are critical to the future of
the industry, and, therefore, to the energy
stability and security of the United States
and global economies.

The decline in enrollment levels also has
been exacerbated by the fact that experts
working in the industry frequently advise
their children not to follow in their
footsteps because they perceive that the
downward spiral will continue.
Coinciding with these difficult times in
the energy industry were sweeping
changes in the global economy. The
information age and the internet
revolution, which began in the mid

to late 1980’s, were fueled, ironically,

by the same low energy prices that
created the crisis in the petroleum
industry. Fortunately, the energy
industry benefited from the effects of the
information age. Major improvements

in computer hardware, software, and
operating environments, coupled with
technological advances including high-
quality 3D seismic data and horizontal
drilling, allowed the industry to
consolidate its manpower requirements
while significantly increasing efficiency.

It is estimated that this set of unique
factors has allowed the energy industry to
reduce technical manpower requirements
at a rate that has more than offset the

lack of recruiting and hiring over the

last 15 years. However, the efficiency
improvements in the energy sector created
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by the growth of the information age are
not sustainable. Over time, the rate of
change has begun to slow, and current
data indicate that future improvements in
efficiency from this technical revolution
will not be sufficient to offset the
impending loss of senior expertise that
will occur over the next 7-10 years.

While time these major changes were
occurring in the energy industry,
dramatic shifts were taking place in
domestic and global environmental policy
and in the public perception of the energy
industry. Major industry accidents such as
the Amoco Cadiz and the Exxon Valdez,
and the subsequent environmental and
legal fallout, caused a severe deterioration
in the public perception of the

petroleum industry.

A coordinated industry effort involving
industry, government agencies and
educational institutions is needed to reach
out and educate the public about the
importance of oil and gas to the national
and global economy. Unfortunately, the
lack of such a cooperative effort in recent
years has allowed negative perceptions of
the U.S. oil and gas industry to dominate
public opinion.

The shifts in domestic environmental
policy coupled with the domestic
access challenges faced by industry also
have resulted in a major change in the
investment profile for the domestic

industry. The major and super-major
operating companies that once dominated
the domestic industry have shifted their
investment emphasis to other regions of
the world that hold large reserves and
present less environmental and legal risk.

Mid-size majors and independent
operators have rapidly filled the void left
by the majors and super-majors, and these
smaller companies now represent the
majority of the investment made in the
domestic petroleum business. This should
not be dismissed or taken lightly, because
these smaller companies do not have the
same level of recruiting, hiring and R&D
resources that the major and super-major
operators historically have provided.

Another factor that affects the quality
of energy solutions provided to the U.S.
economy is the relationship between the
key players in our energy future. The
United States has so far lacked a
cooperative, directed effort involving
government, industry and academia to
address key energy issues confronting
the nation.
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The Task

Force

Approach

While the Petroleum Professionals

Blue Ribbon Task Force’s charge is the
manpower piece of the puzzle, the other
pieces must be mentioned, because they
are critical to the health of the domestic
industry and to the stability of the
domestic economy. Clearly, research can
affect manpower because a proper
long-term funding stream for natural
gas and oil research will mitigate some
of the cyclical nature of domestic energy
employment by offering alternatives for
employment of petroleum professionals.

This report will address the entire scope
of natural gas and oil employment needs,
and will not be confined to research and
development specialists. The numbers of
operational employees and trade people
required in the future for the energy
industry exceed the number currently
available, although the early work of the
Task Force is beginning to reverse this
trend. The success of the domestic energy
industry will depend on the ability of
operating and service companies to attract
significant numbers of well-educated

and environmentally-responsible skilled
laborers who can construct and maintain
the energy infrastructure that is needed
to deliver low-cost, safe energy to our
society in the new millennium.






The

Solution

The Task Force has concluded that the
solution to the current challenges with
petroleum professionals requires a national
effort focused on three areas, including:

State Government for education of
the public and state stakeholders

Federal Government for E&P
research and national outreach

Industry for “on the ground” focus
and involvement

The Task Force developed individual
“templates” outlining the actions
recommended for each of these three
areas. This national effort will require
cooperation and collaboration on an
unprecedented scale involving all key
stakeholders in the nation’s energy
future. They include the federal
government, state governments, academia,
the operating and service companies
and non-governmental organizations
(NGO’s) that have an interest in
securing this future.
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| THE FEDERAL TEMPLATE...




Federal
Template

The federal government is the largest
resource owner and chief regulator in

the United States, and therefore must be
actively involved in the solution to this
problem. The government must commit
its infrastructure and financial resources
to this challenge to assure that a long-term
focus is brought to bear on the problem.

This long-term focus is essential to
success because the industry alone is not
capable of providing this convergence
because of the realities of the modern
marketplace. Government must

work closely with industry and state
governments to provide a regulatory
framework that allows access to major
reserves and encourages development
while protecting the environment.

The following represents a summary

of recommended steps appropriate
departments of the federal government
(e.g. Energy, Labor or Education) may
take to address the labor shortage problem
facing the domestic oil and natural gas
industry. These steps can be taken over
the course of time to help the federal
government assist the states in

addressing this issue.
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Hold federal
department
staff
accountable
for making
progress

on this issue

Promote
awareness
to Education
Associations

P Work to amend
the Tax Code fo
support these
efforts through
education tax
credits for those
involved in oil
field training
programs

Create internships within
federal departments for
those in petroleum
engineering and
geosciences graduate
and undergraduate
programs

10

Alert the 106CC and
the states of similar
projects, to avoid
duplication of services

1

Participate in a public
relations campaign on
importance of the oil and
natural gas industry
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State
Template

State governments and agencies have
critical roles in managing regional energy
resources, providing local and regional
regulatory structures and in providing
funding for major universities, secondary
education and vocational programs that
will train and induct the petroleum
professionals of the future.

Academia must continue to provide the
educational and R&D infrastructure and
environment that is required to train the
large number of geoscientists, engineers
and other professionals that are critical

to the success of the industry. This role
also must include providing continuity
between undergraduate and graduate
programs, and providing outreach courses
for students who will not work in the
industry but must receive a basic, balanced
understanding of how essential energy is
to the health and prosperity of our society.

The following represents a summary of
recommended steps a State may take

to address the labor shortage problem
soon facing the oil and natural gas
industry. These steps can be taken over
the course of time to help your state assist
in addressing this issue in advance.



STEPS 2
FOR STATE | * Eemr
GOVERNMENT

Use bully-pulpit

1 Governor designate to alert public,
I aspecific staff or frade organizations
cabinet member to etc. of issue

| staff the issue

» Organize

state/industry 4 | 5

public relations

campaign on P Educate EdUCﬂif% the
importance of | educators | | Executive on
the industry | and students | | the neec.| for
of the companies fo
opportunities refain employees,
' in the industry and build human
| resource hase

h




6

Promote
linkages

to other
associations
e.g. frucking,
electric
utilities etc

7

» Educate

Governors
and advance
issue through
member

organizations
e.g. WGA

Reach
out

to U.S.
Government
officials

AS THE CITY SLEEPS THE IOGCC...
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Industry
Template

Industry must be willing to engage fully

in this effort, commit the funds necessary
to match government funding, and work
with the other stakeholders to develop and
deliver a long-range plan. In particular,
industry must provide resources in the
form of data, technology and training/
internship opportunities on a larger scale
that will allow more students to be trained
compared to the last 15 years.

The following represents a summary of
steps that oil and natural gas executives
may consider in response to the looming
labor shortage facing the industry in

the coming decade. The following are
examples of steps being taken by industry
members and organizations. These

steps are designed to reach the public,
prospective employees, and current
employees to expand industry labor pool.



FOR INDUSTRY

Executives should

alert human resource
professionals of the need |
for sustained effort fo |
address the problem |

Seek support and attention of
state and federal officials.

3 Dedicate financial resources to:

» Support state/industry
public relations program

> Support state industry public
education program (of teachers
and students)

> Support specific scolorship, infern
and programs for employees

4

Executives
should assign
specific
responsibility
for this issue
to senior
management

0

Organize
within the

. state, an
' industry team

to assist in
formulating
long-term
solutions

Dedicate
scholarship
program to
degrees
specifically
sought by
the company




. programs for

' employees who
wish to extend
their education
with specific
organizations
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[OGCC

Statement

The IOGCC has established and will
maintain an electronic career resource
center at the IOGCC Web site include
postings of mentoring opportunities,
internship programs, academic
scholarships, fellowships and other support
available for those interested in a career

as a petroleum professional. The IOGCC
solicits additional information for this site
in order to make it continuously more
useful to prospective students and to
student counselors. The IOGCC will link
the career resource center electronically
to professional and industry associations
(including state associations), university
systems with related resources and
programs, and appropriate industry
references. The IOGCC will also make
the page known to high school counselors;
undergraduate advisors at the top tier
petroleum education universities, and
others that would find the career resources
to be useful.

The Governors of the IOGCC will
continue to lead this effort, with the
cooperation of a broad range of interested
parties. The Governors of the IOGCC will
work to keep these issue ifront and centeri
during national energy policy discussions,
as the nation’s manpower needs are vital
to providing secure domestic energy.



Member States

Alabama (1945)
Alaska (1957)
Arizona (1955)
Arkansas (1941)
California (1974)
Colorado (1935)
Florida (1945)
Mlinois (1935)
Indiana (1947)
Kansas (1935)
Kentucky (1942)
Louisiana (1941)
Maryland (1959)
Michigan (1939)
Mississippi (1948)
Montana (1945)
Nebraska (1953)
Nevada (1955)

New Mexico (1935)
New York (1941)
North Dakota (1953)
Ohio (1943)
Oklahoma (1935)
Pennsylvania (1941)
South Dakota (1955)
Texas (1935)

Utah (1957)

Virginia (1982) |
West Virginia (1945)
Wyoming (1955)

Associate States

Georgia (1946)

Idaho (1960)
Missouri (1995)
North Carlina (1971)
Oregon (1954)

South Carolina (1972)
Washington (1967)

International Affiliates

Alberta (1996)
Egypt (1999)
Newfoundland and
Labrador (1997)
Nova Scotia (1997)
Venezuela (1997)
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