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I
n the midst of one of the greatest periods of expan-
sion in its history, the global oil and gas industry is
facing a labor crisis, brought on by years of layoffs,

that could jeopardize its future. Even as companies unveil
increasingly ambitious plans to uncover new sources of
oil — projects that have led oil companies to boost capi-
tal expenditure roughly 20 percent in the last two years
— the industry has continued to shrink its labor force.
And because the shortage is most severe among special-
ized workers such as senior scientists and engineers, it will
take seven to 10 years to train replacements to help close
the gap. Over the last 12 to 18 months, a confluence of
events, including rising oil prices, planned capital invest-
ments, and changing industry demographics, has
stretched industry resources to the breaking point. From
rig workers to petroleum engineers, there’s more work to
be done than there are workers to perform it. 

The talent challenge is nothing new for an industry
like oil and gas, which is subject to wild market fluctu-
ations. Throughout the 1980s and ’90s, in response to
softening oil prices, the industry laid off hundreds of
thousands of skilled workers, many of whom aban-
doned the business altogether in search of more stable
jobs. Accordingly, recruitment of new employees plum-
meted, and fewer and fewer university students were
entering petroleum engineering programs. Now the

industry is paying heavily for its shortsightedness. The
average oil company employee is nearly 50 years old; in
the next decade, more than half of the industry’s
employee base will retire, leaving behind a massive void
of skilled workers. “There has never been a time when
our industry so needs outstanding talent,” said Rex
Tillerson, chief executive officer of ExxonMobil. To
meet its escalating needs, the industry will have to trans-
form the way it develops its labor force.

Even now, companies are scrambling to fill critical
positions, with many paying exorbitant salaries to lure
highly skilled employees away from rival firms, and
implementing short-term solutions such as delaying
retirement and rehiring retired employees. In hot spots
such as Canada’s Athabasca oil sands region, where bil-
lions of barrels of oil are thought to reside in the
ground, engineers and workers are relocating from as far
away as Mexico and China to join the labor pool. The
Canadian government has even offered citizenship to
foreigners working on the project as an incentive to
attract and retain skilled workers. Yet, few believe these
tactics provide a blueprint for future success. 

To move beyond the vicious cycle of laying off
workers each time the price of oil drops or paying exor-
bitant sums to poach existing talent, companies are rec-
ognizing the need to refine their human resources
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A skilled labor shortage threatens to stall the boom in investment 
and exploration.
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strategies to focus on the underlying problems. The
process starts by determining the company’s hiring needs
for the next 10 years and aligning hiring practices with
those needs. A sound human resources strategy must also
ensure that existing employees maintain the critical skills
necessary to keep the company competitive. Of course,
overhauling human resources practices is not always easy:
When BP set out to improve its hiring and training
processes, the exercise led to a complete restructuring of
the company’s HR team, including the replacement of
more than 60 percent of the company’s senior HR staff.

With a clear internal strategy in place, companies
can then focus on replenishing the workforce. Both
Shell and Exxon have recently invested in global train-
ing centers to provide hands-on experience to thousands
of recruits. With the ability to train nearly 10,000 stu-
dents annually, the two companies hope their training
facilities will attract bright young scientists and engi-
neers to the field. BP is following suit, partnering with
the Massachusetts Institute of Technology (MIT) to
build a career development program for new employees. 

Companies must also develop retention strategies.
These include helping workers develop specialized skill
sets and focusing on the work–life balance. Such plan-
ning requires that leaders ask themselves and their col-
leagues the right questions to get a sense of organizational
advantages and shortcomings. Are line managers and
team leaders encouraged to actively develop staff? Do
human resources and technical and operations teams
work together effectively? Are we seen by potential work-
ers as the employer of choice? Each of these questions
needs to be addressed within the organization. These tal-
ent-retention questions have the potential to reshape the
market and even drive consolidation if companies can’t

find the skills to embark on critical projects. 
Although it may be difficult to get there, the goal is

simple: find a better way to manage the industry’s most
valuable asset — its talent. If companies can continue to
build partnerships with universities, invest in new
recruits via company-funded training programs, and
overhaul current human resources practices, it will be
possible to avert another labor crisis before it begins.
Although it may take time, abandoning the reactionary
labor practices of years past and focusing instead on
realistic hiring goals for the next decade could eventual-
ly correct the current labor shortage and strengthen the
industry for years to come. +
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Resources

“Global Upstream Performance Review,” John S. Herold Inc. and
Harrison Lovegrove & Company, 2006: Source of statistics on and fore-
casts of exploration and production investment and performance.
www.herold.com/research/jsh.page?p=42

“Interstate Oil and Gas Commission Bylaws”: Multistate government
research agency that promotes the responsible use of domestic oil and gas
resources. www.iogcc.state.ok.us/about_bylaws.aspx

Douglas C. Nester, “So Kid, They Tell Me You Have Talent?” World Oil,
December 2004: Industry veteran outlines coming talent shortage affect-
ing the ability to discover and produce new sources of oil.
www.worldoil.com/magazine/MAGAZINE_DETAIL.asp?ART_ID=2449
&MONTH_YEAR=Dec-2004

Peter Parry, Otto Waterlander, and Varya Davidson, “Resourcing the
Challenges of Maturity: An Oil Industry View,” Booz Allen Hamilton
white paper, 2005: Lays out the challenge of an aging workforce (and
declining expertise base) in the oil and gas industries.
http://extfile.bah.com/livelink/livelink/150880/?func=doc.Fetch&
nodeid=150880
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Peter Parry, Varya Davidson, Andrew Clark, and Zoë Guilford, “Labor
and Skills Crisis Could Stall Oil and Gas Boom,” Booz Allen Hamilton
white paper, 2006: The piece on which this article was based goes into
more detail for industry leaders. www.boozallen.com/media/file/
Labour_and_Skills_Crisis.pdf

“Peak Oil Resolution in U.S. House of Representatives,” Energy Bulletin,
November 20, 2005: Resolved that the U.S. create an energy project with
the magnitude, creativity, and urgency of the “Man on the Moon” proj-
ect. www.energybulletin.net/11100.html

“Shell Opens World Class Facility for Technical Learning,” September 7,
2005: Overview of Shell’s training center for technical staff in the oil and
gas industry. 
www.shell.com/home/Framework?siteId=media-en&FC2=/
media-en/html/iwgen/news_and_library/press_releases/2005/
zzz_lhn.html&FC3=/media-en/html/iwgen/news_and_library/
press_releases/2005/learning_centre_07092005.html

“Upstream University,” The Lamp, vol. 86, no. 2, 2004: Overview of
ExxonMobil’s training center for oil and gas industry employees.
www.exxonmobil.com/Corporate/Newsroom/Publications/
theLamp_2004_no2/story4.asp

Herve Wilczynski, Matthew McKenna, and David VanderSchee,
“Unprecedented and Unseen: The Next Great Energy Challenge,” s+b
Leading Ideas, November 9, 2006: How to manage a growing number of
capital projects in the oil and gas industry. 
www.strategy-business.com/leadingideas/li00001

Oil Career Web site: For professionals seeking careers and for those trying
to understand the industry’s greatest points of activity. 
www.oilcareer.com/
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