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Executive	
  Summary	
  
The goal of this project is to measure the economic and community impacts of the
onshore oil and gas industry on Santa Barbara County in 2011. The Santa Maria Valley
Chamber of Commerce commissioned the project. The analysis utilizes economic
modeling (IMPLAN Pro) and statistical analysis through the reliance of both publicly
available data as well as direct survey information and accounting documents provided to
the UCSB Economic Forecast Project (EFP) by local oil and gas companies.
The report’s findings show that the onshore oil and natural gas industry has a significant
impact on Santa Barbara County’s economy through its purchases of intermediate inputs,
investment in new structures and equipment, and employment within the county.
While onshore oil production has been steadily declining in the state of California as a
whole, production in Santa Barbara County has increased 75 % over the past 4 years. The
industry has a long, historical presence in the county characterized by key episodes of
technological innovation in which the industry has risen to meet worldwide demand for
its product. This innovation and increased production are often coupled with increased
economic vitality for the local economy and its households.
A total of 16 companies operate within Santa Barbara County and collectively produced
2.8 million barrels of oil and 2.4 million mcf of natural gas in 2011. While the industry is
generally a small contributor to total employment in the county, it provides an important
source of high-wage jobs in an economy that is projected to predominately add low
paying professions in the near future. The average employee earns an annual salary
between $75,000 and $100,000, in sharp contrast to the median household income of
$58,000 in Santa Barbara County in 2011. Further, the onshore oil and gas industry has a
substantial community impact. We estimate that the industry has annual contributions of
$1.13 million across 240 non-profit and philanthropic organizations within Santa Barbara
County.
In describing the economic impact, we consider three separate channels: the direct
impact, the indirect impact, and the induced impact; these sum to represent the total
economic impact of the onshore oil and gas industry. The direct impact represents initial
expenditures, such as a payment to a local company for raw materials. The entity
receiving the payment of that initial expenditure is expected to buy some of its inputs
locally. Those purchases by the impacted entity attributable to the increase in business
generated by the initial expenditure are referred to as an indirect impact. Finally,
employees of the firms that are impacted both directly and indirectly are expected to
spend a large fraction of their income locally. The additional local spending by these
employees generated through this mechanism is referred to as the induced impact.
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Table 1: Direct, Indirect, and Induced Economic Impacts for Santa Barbara County
Impact Type
Employment
Output
Direct Effect
Indirect Effect
Induced Effect
Total Effect

957.5
280.3
716.2
1,953

$149,244,962
$46,054,141
$96,055,861
$291,354,963

Note: Impacts stated in 2013 dollars

We recreate the significant findings of the report in the table and bullet points below.
•

The total economic impact of the onshore oil and gas industry on Santa Barbara
County in 2011 was $291.4 million. This is composed of $149.2 million in direct impacts and $46.1 million and $96.1 million in indirect and induced impacts, respectively. The corresponding output multiplier effect is 1.95. That is, for every dollar directly contributed by the industry to output, another $.95 was generated by the activity of
its suppliers and employees. In alternative scenarios, the total economic impact can be
as large as $402.1 million; however, the output multiplier effect is consistently around
1.95.

•

The total economic impact in 2011 was supported by the production of 2.9 million
barrels of oil. Therefore, we estimate that for each barrel of oil produced in 2011,
there was an economic impact of $103 to $142 within the Santa Barbara County
economy, depending on the scenario used.

•

The industry had a total impact on Santa Barbara County’s employment of 1,953 jobs
in 2011, leading to an employment multiplier of 2.04. This implies for each job directly supported by the onshore oil and gas industry through direct expenditures, another 1.04 jobs are created through the additional economic activity.

•

The most affected sectors are in services relating to the development and maintenance
of wells and leases, wholesale trade, and engineering and legal services. These sectors
collectively accounted for $105.6 million, or 36% of the total economic impact and
625.2 jobs or 32% of the total employment impact.

•

The industry’s economic activity supports an estimated $49.2 million in local, state,
and federal tax revenue annually. These impacts are largely in the form of income,
corporate, property, and sales tax revenue.
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Finally, in Figure 1 below we provide a comparison of the economic benefit versus the
cost of producing a barrel of oil. The barrel on the left represents the economic benefit
per barrel of oil while the barrel on the right represents the average cost. For each barrel
of oil produced onshore in Santa Barbara County in 2011, there was $142 of economic
benefit generated in Santa Barbara County. $80 per barrel corresponds to the direct benefit of local purchases of goods and services, tax spending, and royalty payments by oil
and gas companies. $24 per barrel is associated with the indirect benefit of additional local purchases by the supply-chain. Finally, $38 per barrel corresponds to the induced
Figure 1: Economic Benefits and Costs of Producing a Barrel of Oil

Local Onshore Oil Economics
Santa Barbara County - 2011
Economic benefit from each barrel

Cost of producing each barrel

$80

59%

Direct Benefit
Direct local purchases of goods and services, tax
spending and royalty payments

$24
Indirect Benefit
Additional local industry purchases outside oil and
gas operations

$38
Induced Benefit
Local household spending from wage and
salary income

Capital and Exploration
$142
total
economic
benefit
per barrel

Costs associated with large capital projects and
exploratory activity before oil resources are
produced.

34%

Lease Operating Expenses
Costs associated with the operation of oil and
gas leases, including local, state, and federal
taxes and royalty payments to mineral
owners.

7% - Administrative
Administrative and office related expenses

Note: Figure based on 2,836,846 barrels of oil produced onshore in Santa Barbara County in 2011. Benefit includes operations
with developmental activity only.

benefit of local household spending from wage and salary income.
We additionally estimated that the average cost of producing a barrel of oil onshore in
Santa Barbara County was $90 in 2011. The largest fraction, 59%, went towards exploration and capital expenses, which are incurred before production takes place. A further
34% corresponds to expenses associated with the operation of oil and gas leases, which
includes royalty and tax payments. The remaining costs go toward general and administrative expenses (7%) in support of both investment and operational activities.
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Introduction	
  
Project	
  Description	
  
The onshore oil and gas industry is an important industry within Santa Barbara County
and has experienced explosive employment growth over the past few years. As of 2011, a
total of 16 companies operated in the county and collectively produced 2.8 million barrels
of oil and 2.4 billion cubic feet of gas. This project was commissioned by the Santa Maria
Valley Chamber of Commerce with a goal to analyze the total economic impact of the
onshore oil and gas industry in Santa Barbara County. All companies operating in the
county were asked to participate in the study; seven of them chose to do so. Each
company provided expense data that was used in the analysis; for those companies that
chose not to participate, estimates of expenses were estimated using size and production
numbers. In addition to expense information, companies also provided information on
charitable contributions and employee salaries. This allowed us to comment on the
‘community impact’ as well as the economic impact. The survey data were compiled and
analyzed in IMPLAN Pro software to determine the direct, indirect, and induced
economic impacts of the onshore oil and gas industry.

Historical	
  Context1	
  
The onshore oil and gas industry has a long history in Santa Barbara County in conjunction with the development of the Monterey Shale formation. This history is characterized
by key episodes of technological innovation in which the industry has risen to meet
worldwide demand for its product. This innovation and increased production are often
coupled with increased economic vitality for the local economy.
Onshore exploration in Santa Barbara County began as early as 1886 in Summerland. Oil
fields in Santa Maria, Orcutt, and Cat Canyon were discovered in the late 1890s and early
1900s. Many of these fields started production very quickly, with the Orcutt field reportedly producing over one million barrels in the first 100 days of operation.
Throughout the early 1900s, onshore oil production was a large contributor to economic
growth for the entire region. The 1920s saw increased economic prosperity as well as
greater exploration of local oil fields, and although the US entered the Great Depression
in 1929, increased foreign demand for US oil kept local production high throughout the
1930s as well. The late 1940s and 1950s saw the last significant period of onshore oil exploration when five fields were discovered in the Cuyama Valley. A notable event was
the construction of Orcutt Junior High School in 1921, which was overseen by Union Oil
1

Much of the information from this section was compiled using the following source:
http://www.sbcountyplanning.org/energy/information/history.asp.
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engineer Ralph Dunlop. Union Oil provided funding and material to build the school that
housed 280 pupils when it opened.2
Beginning in the 1950s, the industry’s focus in the region shifted towards new, offshore
developments until rising oil demand in the early 1970s caused the maturing onshore
fields to be examined once again. Through enhanced production methods and techniques
designed to reach oil that was previously unrecoverable, output and employment in the
industry continued to grow throughout this time.
The 1980s brought tremendous economic turbulence to the nation as a whole, and resulted in depressed demand for oil and, in-turn, a reduction in output for the industry locally.
In 1986 the onshore industry took a major hit, as the price of a barrel of crude oil fell
from 22 to 6 dollars as a result of Saudi Arabia’s decision to aggressively increase market
share in the world oil market. As a result, many oil fields closed down, especially in Santa Maria. For the next 15 years, the onshore oil industry continued to slow before, once
again, new technological advances allowed onshore production to return to viability.
Onshore oil production has increased 22% since 2001, led by new technologies that allowed previously unreachable oil and gas to be converted into a viable and economically
beneficial resource. The U.S. Government has reported that ‘approximately 15.4 barrels
of technically recoverable oil’ exist in the Monterey Shale formation in California, equating to more than two-thirds of all known US shale oil reserves3.
In addition to the Monterey Shale formation, California has significant petroleum contained within the diatomite reservoir. According to the U.S. Department of Energy, the
diatomite reservoir holds between 12-80 billion barrels of original-oil-in-place. Further
they cite that “steam injection successfully unlocks these resources”.4 Cyclic steam injection has been used in California since the 1960s and has been employed as a commercial
technique to recover oil from diatomite since the mid 1990s.5 Oil produced form the diatomite reservoir in California (both in the San Joaquin Valley and along the coast) represents a growing percentage of the total oil produced onshore in California. In 2011, diatomite oil production was approximately 75,000 barrels of California’s total daily production of 505,000 barrels, or roughly 15%.6 In Santa Barbara County, on average 1700+
2

Source: Nelson, Bob. Old Town Orcutt, a Small California Oil Town Remembered. Orcutt Historical
Committee, 1987.
3
Source: U.S. Energy Information Administration, Emerging Resources: U.S. Shale Gas and Shale Oil
Plays, July 2011.
4
Source: National Energy Technology Laboratory, U.S. Department of Energy. DOE’s Enhanced Oil Recovery Program: An Archive of Important Results, p. 73.
5
Source” Prats, Michael, Thermal Recovery, USA: American Institute of Mining, Metallurgical, and Petroleum Engineers Inc., 1982, p. 3.
6
Source: Elas, R, M. Wilson, G.D. Vassilellis, and Vivian Bust, Successful Thermal Recovery of Heavy Oil
from and Ultratight Reservoir Renews Development of the 100-Year-Old Orcutt Oil Field, Society of
Petroleum Engineers Annual Technical Conference and Exhibition, September 2010, Florence, Italy.
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barrels per day are being produced from the diatomite reservoir, with that amount expected to increase significantly over the next decade.
With the worldwide demand for energy growing, these resources represent a significant
source of potential economic growth for the county that is deeply coupled with the development of new production technologies.

State	
  and	
  Local	
  Industry	
  Trends	
  
Oil	
  Production	
  
Onshore oil production in California has been falling since 1990. In the mid 1990s, there
was a slight recovery where production stagnated instead of declining, but this trend did
not continue and onshore oil production steadily fell from 1998-2010. In more recent
years (2011-2012), oil production appears to be stagnating again; currently the state of
California produces around 184 million barrels of oil.
Figure 2: Total Onshore Oil Production in California

Onshore oil trends in Santa Barbara County differ from those in California as a whole.
There was a significant drop in production from the mid 1990s to the mid 2000s; 2005
was the lowest production year in recent history. However, the industry began to pick
back up in 2009 and production has grown by 75 percent over the last four years. Onshore oil production in Santa Barbara County is currently around 3.7 million barrels of oil
and is at the highest production level in the past fifteen years.
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Figure 3: Total Onshore Oil Production in Santa Barbara County

Gas	
  Production	
  
Onshore gas production in California can be seen in Figure 4 and has been much more
volatile than onshore oil production. The early and mid 1990s saw a slight fall in production which was followed by a sharp increase in the late 1990s. Subsequently, onshore gas
production began to fall again; it has continued to decline and is currently at 1990s levels.
Figure 4: Total Onshore Gas Production in California

Onshore gas production in Santa Barbara County can be seen in Figure 5 on the following page and is significantly less volatile compared to California. Production in Santa
Barbara County has been stable with one major outlier year (1996). The late 1990s and
11

early 2000s saw the highest levels of production; production declined slightly in the years
following but the most recent years of data suggest a return to early 2000s levels.
Figure 5: Total Onshore Gas Production in Santa Barbara County

Wages	
  and	
  Employment	
  
While the onshore oil and gas industry is generally a small contributor to total employment in the county, it provides an important source of high-wage jobs in an economy that
is projected to predominately add low paying professions in the near future. When the
California Employment Development Department (EDD) released occupation projections
in 2008, they projected that almost all of the growth would occur in occupations where
the annual salary was less than $25,000.
In their written report, the California EDD suggested that growth would be tempered by
declining rates of employment in mining and logging (the same category for oil and gas
industries), manufacturing, and information. What has actually happened since 2008 is
much different than what was predicted. Figure 6 shows the major industries in Santa
Barbara County in terms of employment as well as the growth rate in employment for
each industry.
Two of the sectors that were supposed to be responsible for tempering growth in the
county have had the highest growth rates of any industry in Santa Barbara County. The
employment growth rate in mining was an astonishing 44% over the time period 20092012.
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Figure 6: Employment Occupation Projections, 2008-2018

Figure 7: Employment Growth in Santa Barbara County, 2009-2012
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Figure 8 presents more details about employment in Santa Barbara County’s mining industry. Annual employment fell steadily between 1990-2003. Since that time, employment has experienced growth followed by decline and most recently growth again.
On average, salaries in the mining industry are high. Figure 8 also depicts average salaries in the mining industry in Santa Barbara County. In real terms, salaries have remained
consistently high since 1990. Recent growth in wages led to an average salary of almost
$82,000 in 2011 after controlling for inflation. The high wages in this industry contrast
with the projected low-wage employment growth. Moreover, the salaries in the mining
industry are also higher the median household income in Santa Barbara County of
$58,000.
The onshore oil and gas industry in Santa Barbara County follows this pattern. Figure 9
below presents the estimated number of employees by annual income in 2011 for all onshore oil and gas operations within the county. It is apparent that the largest number of
employees (almost 100) earn between $50,000-$75,000 annually. Over half of employees
(56%) earn $75,000 or more.

Figure 8: Annual Employment and Wages in the Mining Industry
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Figure 9: Employees by Income Category

Community	
  Impacts	
  
In addition to the economic impacts discussed throughout the report, the Santa Barbara
onshore oil and gas industry has a substantial impact on the local community through its
philanthropic activity. Many industry participants are active in their support of local charities and other non-profit organizations. This support is mainly captured through the
amount of charitable contributions, but also includes many other forms that are difficult
to quantify, including hosting non-profit events and other non-monetary sponsorships.
Through direct surveys collected from local onshore oil and gas operations, we estimate
that the industry as a whole annually contributes approximately $1.13 million in charitable contributions across 240 non-profit organizations within Santa Barbara County. This
implies an average contribution of $4,700 per organization.

Methodology	
  
The goal of this study is to capture the total economic impact of the onshore oil and natural gas industry operating in Santa Barbara County on the Santa Barbara County economy through the industry’s backward linkages. Backward linkages measure the effect of
the industry’s purchases of intermediate inputs, investment in new structures and equip15

ment, and employment within the county. This section describes the methodology in calculating the economic impact including the study area definition, modeling software, data
sources, and estimations used to construct industry-level aggregates.

Study	
  Area	
  Description	
  
We define the study area as all onshore oil and gas operations that occurred within Santa
Barbara County in 2011. These operations form a sub-component of National American
Industry Classification System (NAICS) industry 21111 – Oil and Gas Extraction, defined below.
NAICS 21111. Oil and Gas Extraction. This industry comprises establishments
primarily engaged in operating and/or developing oil and gas field properties
and establishments primarily engaged in recovering liquid hydrocarbons from
oil and gas field gases. Such activities may include exploration for crude
petroleum and natural gas; drilling, completing, and equipping wells; operation
of separators, emulsion breakers, de-silting equipment, and field gathering lines
for crude petroleum and natural gas; and all other activities in the preparation
of oil and gas up to the point of shipment from the producing property. This
industry includes the production of crude petroleum, the mining and extraction
of oil from oil shale and oil sands, the production of natural gas, sulfur
recovery from natural gas, and the recovery of hydrocarbon liquids from oil
and gas field gases.
As a result of the definition above, the onshore oil and gas industry is identified as all operations that have either onshore production or exploration activity within Santa Barbara
County in 2011. The California Department of Conservation (CADC) classifies oil and
gas operations by district and county code. Our study area covers CADC District 3, API
county code 083. This covers all onshore oil and gas production in Santa Barbara County
under state jurisdiction. While there does exist federally owned or operated onshore oil
and gas production in California, there were no such operations in 2011 within District 3,
API code 083. There are 10 onshore oil and gas fields included in the study area. These
include: Barham Ranch, Careaga Canyon, Casmalia, Cat Canyon, Cuyama (South),
Lompoc, Orcutt, Russell Ranch, Santa Maria Valley, and Zaca.
We define production activity as having a positive amount of oil or gas produced within
the study area in 2011. Additionally, we define exploratory activity as having a positive
amount of notices submitted or permits received to or from the State of California to drill
or rework an oil or gas well in 2011.
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Using publicly available production and permit data described below, we identify 16 operators that had activity in our study area in 2011.7 These include: Aera Energy, B.E.
Conway Energy, Breitburn Energy Partners, E&B Natural Resources, ERG Resources,
Greka, Off Broadway Mineral Rights, Pacific Coast Energy Company, Plains Exploration
and Production Company, Pyramid Oil Company, Santa Maria Energy, Sierra Resources,
Southern California Gas Company, Underground Energy, Vaquero Energy, and Venoco.

IMPLAN	
  
The modeling software used for the economic analysis was IMPLAN Pro™, an inputoutput model first developed by the U.S. Forest Service, the Bureau of Land Management
and the Federal Emergency Management Agency for use in land planning and resource
management. Input-output models are accounting tables tracing the linkages of interindustry purchases and sales in a specific study area, and they are used to calculate the
effects per dollar of spending on jobs, income, and output in that specific area. These
models produce estimates of local spending impacts (referred to as multipliers) using these inter-industry linkages.
IMPLAN uses information about the types and amounts of production factors – raw materials, labor, and intermediate goods – needed to produce any given output. IMPLAN
uses dollar valuations of these inputs, and traces the currency flows from the original
purchases of goods as they work their way through the study area economy.
In input-output terminology, an initial expenditure (such as a payment to a local company
for raw materials) is referred to as a direct impact. The entity receiving the payment of
that initial expenditure is expected to buy some of its inputs locally. Those purchases by
the impacted entity attributable to the increase in business generated by the initial expenditure are referred to as an indirect impact. Finally, employees of the firms that are
impacted both directly and indirectly are expected to spend some of their income locally.
The additional local spending by these employees generated through this mechanism is
referred to as induced impact.

Data	
  Description	
  
The study was completed using a combination of publicly available data for employment,
oil and gas production, and permit information in addition to private data collected by the
UCSB Economic Forecast Project (EFP) directly from oil and gas companies through
surveys and accounting documents.
7 Southern California Gas Company is excluded from the analysis. We were not able to obtain any expense
information from Southern California Gas Company; therefore we were unable to accurately estimate the
industry level expenses for this type of company.
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In terms of public data, employment information comes from the California Employment
Development Department (EDD). Specifically, we rely on the Major Employers by
County database provided to the EDD by Infogroup. The Major Employers by County
database provides firm-level employment information by county and detailed industry.
Annual oil and gas production data is obtained from the California Department of Conservation (CADC) via their online production and injection query. The CADC provides
the annual amount of oil (bbl), water (bbl), and gas (mcf) produced by county, field, operator, and well on a monthly basis. The CADC additionally provides the number of notices filed and permits obtained by oil and gas operations to drill a new well, rework an
existing well, or abandon a well. This information is obtained through the CADC’s weekly summary of notices received and permits issued to drill, rework, and abandon wells
(bulletin number PR4S). The weekly data is disaggregated by district, field, operator, and
well level.
In addition to publicly available data, the EFP directly contacted a sample of onshore oil
and gas operators within Santa Barbara County to obtain further information regarding
detailed expenditures, employment, wages and earnings, royalty payments, tax payments,
production, and charitable contributions. In order to obtain detailed expenditure information, we requested that each company supply the EFP with their annual chart of accounts regarding all operations occurring within Santa Barbara County in 2011. A chart
of accounts is a list of the all the accounts used by the operator to classify expenditures.
Information on employment, wages and earnings, royalty payments, tax payments, production, and charitable contribution were collected from written surveys. The survey is
reproduced in Appendix A.

Sample	
  Collection	
  and	
  Aggregation	
  
As discussed in the section above, the input-output model requires a detailed account of
the expenditure flows from the onshore oil and gas industry in Santa Barbara County to
other industries. Since this type of information is not publicly available, we use data from
a sample of operators and then aggregate to the industry level. This section describes this
sampling and aggregation process.
Sample	
  
The sample consists of detailed expenditure information for 7 out of the 16 total operators
with activity in the study area collected directly from accounting documents. In general,
each operator's expense information is broken into four sub-categories: general and administrative expenses, lease operating expenses, exploration expenses, and capitalized
expenditures. General and administrative expenses include items relating to the function18

ing of the office environment; items include rent on buildings, office supplies, travel and
entertainment, etc. Lease operating expenses refer to the expenses incurred maintaining
the oil and gas lease; items include contract well services, fuel, supplies, etc. Costs related to exploration fall under exploration expenses or capitalized expenditures; the allocation depends on whether the well has proved resources and whether the operator uses a
full-cost or successful-efforts accounting framework. For the purposes of this study, we
combine exploration and capitalized expenditures together to form one expense category.
Within each expense category, the sample includes a further breakdown into separate accounts. For example, an account under the general and administrative expense category
could be “software user licenses”. For each account, the EFP classified the expenditures
into individual IMPLAN sectors. For example, the account “software user licenses” are
categorized under IMPLAN industry 345 – Software Publishers. In the event that an account falls under several IMPLAN sectors, EFP equally assigned the account value to all
relevant IMPLAN sectors.
	
  
Table 2: Production and Permits for All Operators in Study Area, 2011
Operator
Aera Energy
B.E. Conway Energy
Breitburn Energy
E&B Resources
ERG Resources
Greka
Off Broadway
PCEC
Phoenix
PXP
Santa Maria Energy
Sierra Resources
Underground Energy
Vaquero Energy
Venoco
Unallocated Portion
Total

Oil Production
(bbl)
0
67,980
0
266,199
285,144
641,626
1,939
1,003,245
0
239,509
138,107
177,689
2,805
0
0
9,845
2,836,846

Gas Production
(mcf)
0
47,605
0
386,105
49,526
398,323
104
740,609
0
189,317
262,863
281,674
0
0
0
26,101
2,357,161

Drill & Rework
Notices (#)
4
0
36
16
18
4
0
0
16
17
15
1
1
16
1
0
145
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Aggregation	
  
Table 2 reports the total annual production of oil and gas as well as the total number of
drill and rework notices for each of the 16 operators identified as being active in the study
area. Some operators have both production activity and development activity (measured
as a positive amount of drill or rework notices filed). Some operators, however, had no
production in 2011 but were still developing oil and gas wells for possible future production. Other operators only produced and had no measurable development activity.
The development of oil and gas wells is an important contribution to the direct impact of
the onshore oil and gas industry since it results in the flow of expenditures from oil and
gas operators to other industries within the study area. However, operators that are strictly in the developmental stage potentially have a different breakdown of expenditures than
operators that are both producing and developing wells.
In order to accurately aggregate from sample observations to the industry-level, we classify each operator into one of three categories: production and development, production only, and development only. Operators in the production and development group
had recorded oil and gas production as well as recorded notices to drill or rework wells.
Operators in the production only group had no observable drill or rework notices, but
had positive production values in 2011. Lastly, operators in the development only group,
had no production in 2011, but had a positive amount of drill or rework notices filed. Tables 3 through 5 describe this classification.

Table 3: Production and Development
Operator

E&B Resources
ERG Resources
Greka
PXP
Santa Maria Energy
Sierra Resources
Underground Energy
Unallocated Portion
Total

Oil
Production
(bbl)
266,199
285,144
641,626
239,509
138,107
177,689
2,805
9,845
1,760,844

Percentage
of Total (%)
15.1
16.2
36.4
13.6
7.9
10.1
0.2
0.6

Drill &
Rework
Notices (#)
16
18
4
17
15
1
1
0
72

Percentage of
Total (%)
22.2
25.0
5.56
23.6
20.8
1.4
1.4
0
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Table 4: Production Only
Oper ator

B.E. Conway
Off Broadway
PCEC
Pyramid
Total

Oil
Per centage of
Pr oduction
Total (% )
(bbl)
67,980
6.3
1,939
0.2
1,003,245
93.2
2,838
0.3
1,076,111

Table 5: Development Only
Oper ator

Dr ill Notices Per centage of
(#)
Total (% )

Area
Breitburn
Phoenix
Vaquero

4
36
16
16

5.5
49.3
21.9
21.9

Venoco
Total

1
73

1.4

The highlighted rows indicate the operators that form the observed sample within each
category. In the production and development group, we have observations for 53% of the
total group production of oil and 93% of the total amount of drill and rework permits.
Likewise, we have observations for 93% of the total production in the production only
group and only 5.5% of the total number of drill and rework permits in the development
only group. Due to the low percentage of observations for the development only group,
our baseline economic impacts are estimated omitting this group. However, we show additional results including this activity.
In order to aggregate IMPLAN sector expenditures from our sample to the study area
population, it is necessary to determine an appropriate aggregation factor. An aggregation factor is the number used to multiply sample information to form an estimate of the
entire population. Our strategy is to define these aggregation factors separately by group
and expenditure type.
As discussed above, our sample expenditure information is formed into four broad categories: general and administrative expenses, lease operating expenses, exploration expenses, and capitalized expenditures. General and administrative expenses are aggregated
by total employment within the county. Lease operating expenses are aggregated according to oil production levels. Exploration expenses are aggregated according to the volume
of drill and rework notices. For the production and development group, capitalized expenditures are aggregated according to both oil production and drill and rework notices,
while for the production only and development only groups, capitalized expenditures are
aggregated by oil production and drill and rework notices, respectively.
For each group and expense category defined above, the aggregation factor is defined as
the ratio of the group total to the sample total. For example, to aggregate general and administrative expenses for the production only group, we define the aggregation factor as
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the ratio of the number of employees (in Santa Barbara County) for all operators within
the production only group to the number of employees for all operators in the sample.
Royalties	
  
An additional, significant impact of the onshore oil and gas industry is through royalty
payments. We estimate that the onshore oil and gas industry annually pays $32,583,589
in royalties to lease owners in Santa Barbara County. These payments are treated as labor
income and contribute to the economic impact through the additional spending these
payments induce. However, unlike typical labor income such as wage payments, royalty
payments may not all go to households living within Santa Barbara County. We consider
two scenarios below. In the baseline scenario we assume that only half of all royalty
payments go to households living within the county. We also show additional results in
which all payments go to households within the county.

Total	
  Economic	
  Impact	
  
This section presents the estimated total economic impact of the onshore oil and gas industry on Santa Barbara County’s economy. As described below, the onshore oil and gas
industry has a widespread impact throughout many sectors in Santa Barbara County. The
total impact includes the direct impact through the initial expenditures described above,
the indirect impact through the jobs created and value added occurring throughout the
supply chain, and the induced impact through the additional spending that occurs as a
result of increased labor income.
Table 6: Direct, Indirect, and Induced Economic Impacts
Impact Type

Employment

Output

Direct Effect

957.5

$149,244,962

Indirect Effect

280.3

$46,054,141

Induced Effect

716.2

$96,055,861

Total Effect

1,953.9

$291,354,963

Note: Impacts stated in 2013 dollars.

The estimated impact to the Santa Barbara County economy directly attributable to the
onshore oil and gas industry in 2011 was $149.2 million. These direct expenditures in the
county supported an estimated 957 jobs. This led to indirect impacts of $46.1 million and
induced impacts of $96.1 million. These further impacts supported an additional 996 jobs
in the county.
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The total economic impact of the onshore oil and gas industry on Santa Barbara County’s
economy in 2011 was $291.4 million. The corresponding output multiplier of the industry
is 1.95. This implies that for each dollar the onshore oil and gas industry directly contributed to output, an additional $0.95 was generated by the activity of its suppliers and employees. In addition to the industry’s payroll employment, which we estimate to be 336,
the industry’s activity supported 1,953 jobs in 2011. This corresponds to a jobs multiplier
of 1953.9/957.5 = 2.04. This implies for each job directly supported by the onshore oil
and gas industry through direct expenditures, another 1.04 jobs are created through the
additional economic activity.

Output	
  Impacts	
  by	
  Sector	
  
The sectors most affected by the activity of the onshore oil and gas industry are for services related to well and lease development and maintenance. General support activities
for oil and gas operations are impacted by $39.5 million. Drilling services for oil and gas
wells are impacted by $22.6 million. Other sectors heavily influenced include architectural, engineering, and related services ($18.4 million), non-residential construction
($17.3 million), and wholesale trade ($14.8 million). Table 6 shows the top ten industries
whose output is most affected by onshore oil and gas activity.
Table 8 shows all sectors affected by the onshore oil and gas industry in terms of percent
of total output impact. Of the $291,354,963 total output impact of the oil and gas industry, almost 22 percent occurred in the mining, quarrying, and oil and gas extraction sector. Professional, scientific, and technical services accounted for roughly 14 percent of
total output impact, while real estate and rental and leasing accounted for approximately
11 percent.
Table 7: Total Output Impact by Sectors, Top 10
Sector
Support activities for oil and gas operations
Oil and gas well drilling services
Architectural, engineering, and related services
Nonresidential commercial construction
Wholesale trade
Imputed rental activity for owner-occupied dwellings
Real estate establishments
Legal services
Maintenance & repair of nonresidential structures
State and local government enterprises

Total Output Impact
$39,478,099
$22,640,304
$18,390,963
$17,293,622
$14,799,655
$13,915,707
$10,722,415
$10,427,622
$9,812,608
$9,322,907

Note: Impacts stated in 2013 dollars.
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Table 8: Percent of Total Output Impact by NAICS Sectors
NAICS Sector
Mining, quarrying, and oil and gas extraction
Professional, scientific, and technical services
Real estate and rental and leasing
Construction
Health care and social assistance
Wholesale trade
Finance and insurance
Public administration
Retail trade
Accommodation and food services
Utilities
Manufacturing
Administrative and support and waste management
Other services
Information
Transportation and warehousing
Management of companies and enterprises
Arts, entertainment, and recreation
Educational services
Agriculture, forestry, fishing, and hunting

% of Total Output Impact
21.9
14.4
10.8
9.6
6.0
5.1
4.5
4.2
4.0
3.3
2.7
2.6
2.1
2.1
1.8
1.8
1.2
0.8
0.8
0.3

	
  
Employment	
  Impacts	
  by	
  Sector	
  
In terms of employment, the onshore oil and gas industry supported 284 wholesale trade
jobs, or 14.6% of the total employment impact of 1,953. These impacts are heavily influenced by the reliance of the onshore oil and gas industry on wholesale trade for raw materials. Other affected industries include support activities for oil and gas operations (161
jobs), architectural, engineering, and related services (122 jobs), and non-residential construction (117 jobs).

24

Table 9: Total Employment Impact by Sectors, Top 10
Sector
Wholesale trade
Support activities for oil and gas operations
Architectural, engineering, and related services
Nonresidential commercial construction
Food services and drinking places
Maintenance & repair of nonresidential structures
Real estate establishments
Securities, commodity, and investment services
Legal services
Offices of physicians, dentists, and other health services

Total Employment
Impact
284.7
161.6
122.3
117.7
110.4
72.3
67.7
61.6
56.6
45.9

	
  
Tax	
  Impacts	
  
The IMPLAN model also generates the estimated impact on federal, state, and local tax
revenue as a result of the economic impacts discussed above. The results are reported in
the tables in Appendix B. The backward linkages of the onshore oil and gas industry support an estimated $41.6 million in tax revenue annually. This represents all tax revenue as
a result of the spending and employment of the industry. This total is added to the estimated $7.6 million in direct taxes paid by the industry in the form of ad valorem, property, and other taxes. In sum, the tax impact of the industry was $49.2 million. It is important to note that this number does not include further governmental fees that operators
pay regularly for compliance or permitting.
The federal tax revenue impact is estimated to be $25.3 million, or 59% of the total impact through backward linkages. A significant portion of that total is in the form of social
insurance taxes (i.e. Medicare) paid by employers and employees of $12.7 million and
personal income taxes paid by households of $7.7 million. Federal corporate profit tax
revenue is impacted by $1.2 million.
The state and local tax revenue impact is estimated to be $17 million. The largest component is generated by property taxes paid by businesses. We estimate the impact on property tax revenue to have been $9 million in 2011. State sales tax is also significantly affected by $4.7 million. Other tax revenue impacts are taxes drawn from corporate dividends of $957,000, other indirect business taxes of $940,000, and other tax revenue in the
form of fines or fees paid by corporations of $849,000.
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Table 10: Estimated Tax Impacts
Description of Tax

Estimated Contribution

Federal Taxes
Social Insurance Tax- Employee Contribution
Social Insurance Tax- Employer Contribution
Indirect Business Tax: Excise Taxes
Indirect Business Tax: Custom Duty
Indirect Business Tax: Fed NonTaxes
Corporate Profits Tax
Personal Tax: Income Tax
Total Federal Tax

$6,853,316
$5,863,910
$1,313,922
$425,092
$1,128,059
$1,247,584
$7,707,801
$24,539,684

State and Local Taxes
Dividends
Social Insurance Tax- Employee Contribution
Social Insurance Tax- Employer Contribution
Indirect Business Tax: Sales Tax
Indirect Business Tax: Property Tax
Indirect Business Tax: Motor Vehicle License
Indirect Business Tax: Severance Tax
Indirect Business Tax: Other Taxes
Indirect Business Tax: S/L NonTaxes
Corporate Profits Tax
Personal Tax: Income Tax
Personal Tax: Non-taxes (Fines and Fees)
Personal Tax: Motor Vehicle License
Personal Tax: Property Taxes
Personal Tax: Other Tax (Fish/Hunt)
Total State and Local Taxes

$957,100
$67,004
$166,429
$4,070,090
$9,020,492
$17,170
$23,263
$939,700
$849,259
$27,494
$234,231
$564,454
$13,076
$59,212
$23,284
$17,032,261

Note: Impacts stated in 2013 dollars.

←

How	
  Santa	
  Barbara	
  County	
  Taxes	
  Petroleum	
  
Oil and gas companies producing onshore in Santa Barbara are taxed by the assessed
property taxes on land and structures as well as inspection fees of equipment. Property
taxes equate to a 1% tax on the assessed value of the land and structures. This includes
any improvements and the value of the right to extract minerals from the property. Santa
Barbara County reports that in 2010, it collected approximately $8 million in property
taxes from onshore oil production land and infrastructure. An additional $318 thousand
was collected from fees for inspection wells and tanks.8
8

Source: Oil Production Tax Proposal: Staff Report to the Board of Supervisors on Oil Production Tax
Options, County of Santa Barbara, 2012
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Additional	
  Scenarios:	
  Development	
  Activity	
  
A significant amount of economic activity by the onshore oil and gas industry occurs before any oil or gas is produced. Out of the total of 145 notices to drill or rework rigs filed
for Santa Barbara County in 2011, 73 of those permits were filed by operators that had no
recorded production in 2011. These operators correspond to the development only group
described above. This section describes the resulting direct, indirect and induced economic impacts when including this group in the analysis.
Table 11: Impact of Alternative Scenario: Development Only Group Included
Impact Type

Employment

Output

1,133.7

224,323,746

Indirect Effect

422.6

69,000,785

Induced Effect

811.3

108,808,684

2,367.6

402,133,214

Direct Effect

Total Effect

When including this additional activity into the analysis the estimated impacts increase.
The direct impact on the Santa Barbara County economy is $224.3 million. This leads to
an indirect impact of $69 million and an induced impact of $108.8 million. The total estimated economic impact is $402.1 million.
The increased economic impacts correspond to an equally greater estimated impact on
employment. The direct employment impact of the onshore oil and gas industry is 1,133
jobs. The indirect and induced impacts go to support an additional 422 and 811 jobs, respectively. This equates to a total employment impact of 2,367 jobs.
While the total impacts increased as a result of including the additional activity from the
development only group, the output and jobs multiplier do not change significantly. The
output multiplier is estimated to be 1.79 and the jobs multiplier is 2.09.

Additional	
  Scenarios:	
  All	
  Local	
  Royalties	
  
The baseline scenario assumed that only a fraction (50%) of all royalties given to lease
owners in Santa Barbara County went to households that have their primary residence in
the county. It is likely that a portion of lease owners receiving royalties do not reside
within the county, however the EFP was not able to accurately estimate this fraction.
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Table 12: Economic Impacts of Alternative Scenario: All Local Royalties
Impact Type

Employment

Output

Direct Effect

957.5

149,244,962

Indirect Effect

280.3

46,054,141

Induced Effect

797.2

106,846,597

2,034.9

302,145,700

Total Effect

Above, we show the resulting economic impacts under the assumption that all royalties
paid to lease owners are to households with primary residences in Santa Barbara County.
It is likely that the effect of royalties on the local economy lies somewhere in between the
baseline scenario and the one below.
In the model, royalties are treated as labor income. Therefore, the only difference between the estimated impacts of the baseline scenario and those above are in the induced
impacts, or those impacts supported by household spending as a result of labor income.
The estimated induced impact on output increases from $96.1 million to $106.8 million
while the induced impact on employment increases from 716 to 797 jobs. This results in
an increase in the total impact to output of $302.1 million and employment of 2,034 jobs.
The direct and indirect impacts are not affected. The output and jobs multiplier also increase to 2.02 and 2.13, respectively.

Conclusion	
  
The onshore oil and gas industry represents a significant source of economic growth potential for Santa Barbara County. In 2011, the industry supported $291.4 million in total
output and 1,953 jobs. For each dollar the industry directly contributes to output, another
$.95 is added through the economic activity of its suppliers and employees. Further, for
every job that is directly supported by the industry, these extra linkages support another
1.04 jobs. Direct employment in the industry is in the form of high paying jobs that are
becoming scarcer.
Since 2011, onshore oil and gas production and employment have continued to grow. The
impacts discussed throughout this report are generated through the production of 2.8 billion barrels of oil. In 2012, oil production was 3.7 million barrels and the total economic
impacts are likely to be much higher. With the development of new production methods,
onshore oil production should provide a strong source of future economic vitality to Santa Barbara County.
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Appendix	
  B:	
  Additional	
  Tables	
  and	
  Figures	
  
Table 13: Industry Expenditures by Sector, Ordered by Weight in Total
IMPLAN Sector

Total
Expenditures

Wholesale Trade

78,479,302.59

Percentage
of Total
(%)
21.8%

Support Activities for Oil and Gas Operations

57,242,047.79

15.9%

Drilling Oil and Gas Wells

46,218,436.71

12.8%

Architectural, Engineering, and Related Services

35,090,584.32

9.8%

Legal Services
Electric Power Generation, Transmission, and
Distribution
Construction of New Nonresidential Commercial

25,987,397.09

7.2%

18,347,159.53

5.1%

16,637,640.89

4.7%

Maintenance and Repair of Nonresidential Structures

14,494,964.42

4.0%

Environmental and Technical Consulting Services

9,687,959.56

2.7%

Logging
Commercial and Industrial Machinery and Equipment
Rental and Leasing
Real Estate

7,531,647.13

2.1%

4,874,325.54

1.4%

4,200,647.09

1.2%

40,932,668.57

11.4%

Remaining Sectors <1 %
Total Expenditures

359,724,781.20

Table 14: Federal Tax Impacts, Detailed
Employee
Compensation

Proprietor
Income

Indirect
Business
Tax

Households

Personal Tax: Income Tax

$1,247,584

Corporate Profits Tax
Social Insurance Tax Employee Contribution
Social Insurance Tax Employer Contribution
Indirect Business Tax:
Excise Tax
Indirect Business Tax: Fed
Non-Tax
Indirect Business Tax:
Customs Duty
Total

Corporations

$7,707,801
$5,965,332

$887,984

$5,863,910
$1,313,922
$425,092
$1,128,059
$11,829,242

$887,984

$2,867,073

$7,707,801

$1,247,584
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Table 15: State and Local Tax Impacts, Detailed
Employee
Compensation

Proprietor
Income

Indirect
Business
Tax

Households

Dividends
Social Insurance Tax Employee Contribution
Social Insurance TaxEmployer Contribution
Indirect Business Tax:
Sales Tax
Indirect Business Tax:
Property Tax
Indirect Business Tax:
Motor Vehicle License
Indirect Business Tax:
Severance Tax
Indirect Business Tax:
Other Taxes
Indirect Business Tax: S/L
Non Taxes
Corporate Profits Tax

Corporations

$957,100
$67,004
$166,429
$4,070,090
$9,020,492
$17,170
$23,263
$939,700
$849,259
$27,494

Personal Tax: Income Tax

$234,231

Personal Tax: Non Taxes
(Fines- Fees)
Personal Tax: Motor
Vehicle License
Personal Tax: Property
Taxes
Personal Tax: Other Tax
(Fish/Hunt)
Total State and Local Tax

$564,454
$13,076
$59,212
$23,284
$233,434

$14,919,974

$894,258

$984,595
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