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Executive Summary  
Introduction  
Despite the current difficulties facing the global economy as a whole and the oil and natural gas industry 

specifically, the Gulf of Mexico oil and natural gas industry will likely continue to be a major source of 

energy production, employment, gross domestic product, and government revenues for the United 

States. Several proposals have been advanced recently which would have a major impact on the 

ÉÎÄÕÓÔÒÙȭÓ ÁÃÔÉÖÉÔÙ ÌÅÖÅÌÓȟ ÁÎÄ ÔÈÅ economic activity supported by the Gulf of Mexico offshore oil and 

natural gas industry. The proposals vary widely, but for the purpose of this report three scenarios were 

developed, a scenario based on a continuation of current policies and regulations, a scenario examining 

the potential impacts of a ban on new offshore leases, and a scenario examining the potential impacts of 

a ban on new drilling permits approvals in the Gulf of Mexico.  

Energy and Industrial Advisory Partners (EIAP) was commissioned by the National Ocean Industry 

Association (NOIA) to develop a report forecasting activity levels, spending, oil and natural gas 

production, supported employment, GDP, and Government Revenues in these scenarios. The scenarios 

ÄÅÖÅÌÏÐÅÄ ÉÎ ÔÈÉÓ ÒÅÐÏÒÔ ÁÒÅ ÂÁÓÅÄ ÓÏÌÅÌÙ ÕÐÏÎ ÇÏÖÅÒÎÍÅÎÔ ÁÎÄ ÏÔÈÅÒ ÐÕÂÌÉÃÌÙ ÁÖÁÉÌÁÂÌÅ ÄÁÔÁ ÁÎÄ %)!0ȭÓ 

own expertise and analysis. The study also included profiles of NOIA members to demonstrate the 

diverse group of companies which make up the offshore Gulf of Mexico oil and natural gas industry as 

well as a list of over 2,400 suppliers to the industry representing all 50 states.  

Economic Impacts of the Gulf of Mexico Oil and Natural Gas 
Industr y  
The Gulf of Mexico oil and natural gas industry supports significant employment, gross domestic product 

and state and Federal Government revenues. To quantify the potential effects of policy changes, this 

study forecasted a Base Case activity level for Gulf of Mexico Outer Continental Shelf [OCS] oil and 

natural gas activity to provide a comparison with potential activity and economic impacts if certain policy 

changes were enacted. The study forecasted key activity indicators including the number of wells drilled, 

projects executed, oil and natural gas production, and spending based on projected activity levels. These 

activity and spending forecasts drive the projected employment, GDP, and government revenue 

forecasts presented in this report. 

Á In 2019, combined Gulf of Mexico OCS oil and natural gas production was over 2.3 million barrels 

of oil equivalent per day. Oil and natural gas production from the Gulf of Mexico OCS is projected 

to average around 2.5 million barrels of oil equivalent per day over the 2020 to 2040 forecast 

period.  

Á In 2019, the Gulf of Mexico offshore oil and natural gas industry supported an estimated 345 

thousand jobs in the United States. On average across the forecast period, the Gulf of Mexico 

offshore oil and natural gas industry is projected to support around 370 thousand jobs per year.  



 

 3 

Á In 2019, the Gulf of Mexico oil and natural gas industry contributed an estimated $28.7 billion of 

to the U.S. economy. The industry is projected to contribute an average of $31.3 billion of GDP 

per year across the forecast period.  

Á In 2019, government revenues due to the Gulf of Mexico oil and natural gas industry reached 

nearly $5.4 billon. Government revenues derived from offshore oil and natural gas activities in 

the Gulf of Mexico (excluding personal and corporate income taxes and property taxes), are 

projected to average over $7 billion per year across the forecast period. 

Á From fiscal year 2019, the Gulf of Mexico oil producing states received around $353 million of 

revenues due to revenue sharing while the Land and Water Conservation Fund (LWCF) received 

over $1 billion of distributions. State revenue sharing under the Gulf of Mexico Energy Security 

Act (GOMESA) is projected to average around $374 million per year across the forecast period. 

Contributions to the Land and Water Conservation Fund (LWCF) from GOMESA and non-

GOMESA offshore are projected to average around $1.3 billion per year. 

Impact of a Potential Leasing Ban  
Although no firm policy proposals have been advanced, one of a number of potential restrictive policy 

changes that has been discussed related to Gulf of Mexico oil and natural gas activities has been an end 

to new leasing in the Federal Outer Continental SÈÅÌÆȢ &ÏÒ ÔÈÅ ÐÕÒÐÏÓÅ ÏÆ ÔÈÉÓ ÒÅÐÏÒÔȟ Á Ȱ.Ï ,ÅÁÓÉÎÇ 

3ÃÅÎÁÒÉÏȱ ×ÁÓ ÄÅÖÅÌÏÐÅÄ ÔÏ ÐÒÏÖÉÄÅ Á ÃÏÍÐÁÒÉÓÏÎ ÏÆ ÁÃÔÉÖÉÔÙ ÌÅÖÅÌÓ ɉÐÒÏÊÅÃÔ ÅØÅÃÕÔÉÏÎÓȟ ÓÐÅÎÄÉÎÇȟ ÏÉÌ ÁÎÄ 

natural gas production), economic impacts, and government revenues to the Base Case Scenario. This 

scenario assumes that no new lease sales would be held from 2022, but that existing leases would be 

unaffected, and that no other major policy or regulatory changes impacting the Gulf of Mexico offshore 

oil and natural gas industry would be enacted.  

Á Average combined oil and natural gas production across the forecast period is projected to 

decline from around 2.5 million barrels of oil equivalent per day to 2 million barrels of oil 

equivalent per day (an over 20 percent decline). In 2040, combined oil and natural gas production 

is projected to be around 910 thousand barrels of oil equivalent per day compared to 1.96 million 

barrels in the Base Case.  

Á Average employment supported is projected to decline to 268 thousand jobs each year from 

around 370 thousand jobs each year nationally (a 28 percent decline).  

Á Average yearly contributions to GDP are projected at $22.1 billion, around a 30 percent reduction 

compared to annual contributions of $31.3 billion in the Base Case.  

Á Government revenues are projected at an average of around $5.2 billion per year, a 26 percent 

reduction from the $7 billion per year projected in the Base Case.  

Á State revenue sharing under the Gulf of Mexico Energy Security Act (GOMESA) is projected to 

remain relatively steady compared to the Base Case. Additionally, contributions to the Land and 

Water Conservation Fund (LWCF) are projected to average around $1 billion per year, compared 

to $1.3 billion per year in the base case over the forecast period.  
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Impact of No New Drilling Permits Being Issued 
Another potential restrictive policy change that has been advanced for the Gulf of Mexico offshore oil 

and natural gas industry is that regulatory authorities no longer issue new drilling permits for Gulf of 

Mexico wells. This scenario assumes that no new drilling permits would be issued from 2022, but that 

existing permits would be unaffected, and that no other major policy or regulatory changes impacting 

the Gulf of Mexico offshore oil and natural gas industry would be enacted.  

Á Average combined oil and natural gas production across the forecast period is projected to 

decline from around 2.5 million barrels of oil equivalent per day to 1.1 million barrels of oil 

equivalent per day (an over 55 percent decline). In 2040, combined oil and natural gas production 

is projected to be around 323 thousand barrels of oil equivalent per day compared to 1.96 million 

barrels in the Base Case.  

Á Average annual employment supported is projected to decline to 179 thousand jobs from around 

370 thousand jobs nationally (a 52 percent decline).  

Á Average annual contributions to GDP are projected at $14.2 billion, around a 55 percent 

reduction compared to contributions of $31.3 billion in the Base Case.  

Á Government revenues are projected at an average of around $2.7 billion per year, a 61 percent 

reduction from the $7 billion per year projected in the Base Case.  

Á State revenue sharing under the Gulf of Mexico Energy Security Act (GOMES) is projected to fall 

to an average of around $273 million per year, compared to around $374 million in the Base Case 

(a 27 percent reduction). LWCF funding, including GOMESA and non-GOMESA offshore funding 

is project to fall to just under $585 million a year compared to $1.3 in the Base Case.  

Study Limitations  
Given the large degree of volatility and uncertainty in oil and gas markets as well as the global economy, 

the assumptions and forecasts contained in this report are based on reasonable readings of conditions 

when this report was developed. Uncertainty around commodity pricing and global economic conditions 

may have significant effects, especially in the early years of the forecast contained in this report.  EIAP 

makes no representations as to the impacts of the potential policy proposal addressed in this report and 

assumes that any proposals actually adopted or enacted would differ greatly in language and execution 

compared to the scenarios developed for this report. These policies could impose significantly greater 

engineering, operational, cost and other burdens on the oil and natural gas industry and regulators. The 

ÒÅÐÏÒÔȭÓ ÐÒÏÊÅÃÔÉÏÎÓ ÏÆ ÔÈÅ ÅÆÆÅÃÔÓ ÔÈÁÔ ÔÈÅÓÅ ÐÏÔÅÎÔÉÁÌ ÓÃÅÎÁÒÉÏÓ ×ÏÕÌÄ ÉÍÐÏÓÅ ÏÎ ÅÎÇÉÎÅÅÒÉÎÇȟ 

operations, and costs are an independent, good faith view arising from reasonable assumptions based 

on theÓÅ ÐÏÔÅÎÔÉÁÌ ÓÃÅÎÁÒÉÏÓ ÁÎÄ ÔÈÅ ÁÕÔÈÏÒÓȭ ÅØÐÅÒÔÉÓÅ ÁÎÄ ÅØÐÅÒÉÅÎÃÅȢ %ÎÅÒÇÙ ÁÎÄ )ÎÄÕÓÔÒÉÁÌ !ÄÖÉÓÏÒÙ 

partners provided this independent study while expressly disclaiming any warranty, liability, or 

responsibility for completeness, accuracy, use, or fitness to any person or party for any reason.  
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Introduction  

Purpose of the Report  
Despite the current difficulties it is facing, the Gulf of Mexico oil and natural gas industry will likely 

continue to be a major source of energy production, employment, gross domestic product, and 

government revenues for the United States. A number of proposals have been advanced recently which 

would likely ÈÁÖÅ Á ÍÁÊÏÒ ÉÍÐÁÃÔ ÏÎ ÔÈÅ ÉÎÄÕÓÔÒÙȭÓ ÁÃÔÉÖÉÔÙ ÌÅÖÅÌÓȟ ÁÎÄ ÔÈÅ ÓÕÂÓÅÑÕÅÎÔ ÅÎÅÒÇÙ ÐÒÏÄÕÃÔÉÏÎȟ 

employment, gross domestic product, and government revenues supported by the offshore oil and 

natural gas industry in the United States. These proposals vary widely, but for the purpose of this report 

three scenarios were developed, a continuation of current policies and regulations, a ban on new offshore 

leases in the Gulf of Mexico OCS, and a ban on new drilling permits approvals in the Gulf of Mexico OCS.  

Energy and Industrial Advisory Partners (EIAP) was commissioned by the National Ocean Industry 

Association (NOIA) to develop a report forecasting activity levels, spending, oil and natural gas 

production, supported employment, contributions to GDP, and Government Revenues in these 

scenarios. The scenarios developed in this report are based solely upon government and other publicly 

ÁÖÁÉÌÁÂÌÅ ÄÁÔÁ ÁÎÄ %)!0ȭÓ Ï×Î ÅØÐÅÒÔÉÓÅ ÁÎd analysis. 

Report Structure  
)Î ÔÈÉÓ ÒÅÐÏÒÔȟ %)!0 ÆÉÒÓÔ ÏÕÔÌÉÎÅÓ ÔÈÅ ÓÔÕÄÙȭÓ ÍÅÔÈÏÄÏÌÏÇÙ ÉÎÃÌÕÄÉÎÇ data development, the limitations of 

this study and how the three scenarios in this report were developed. The next section discusses activity 

levels and economic impacts of the Gulf of Mexico Offshore oil and natural gas industry. The third section 

outlines the potential impacts of the second scenario developed for the report, the No Leasing Case. The 

fourth section outlines the potential impact of the third scenario developed for the report, the No Permits 

Case. The final section concludes. Prior to the appendices, the study also included profiles of NOIA 

members to demonstrate the diverse group of companies which make up the offshore Gulf of Mexico oil 

and natural gas industry.  

Excluded from Study  
This paper has been limited in scope to the assessment of the potential impacts of the three scenarios 

developed for the report, additional changes to regulations or policies outside of the changes assessed 

in this report (for example policies that impact already leased blocks or producing projects) could have a 

greater effect than the impacts laid out in this report.  The study also excludes potential domestic supply 

chain reductions due to reduced activity levels which could lead to further reductions in the domestic 

economic impacts of the Gulf of Mexico oil and natural gas industry. This study has also excluded the 

impacts of activity in the Alaskan and Pacific OCS, as well as in Eastern Gulf of Mexico areas not currently 
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open to exploration and production and the Atlantic OCS. The impacts projected in this report would 

likely be greater if these areas were included. This study also does not attempt to calculate the effects of 

the proposed language on the downstream oil and natural gas industry, or subsequent impacts on other 

industries ( for example due to reduced domestic oil and natural gas production), other than the impacts 

directly due to reduced activity in the offshore oil and natural gas sector. Additionally, the projected 

government revenue impacts do not account for personal income taxes, corporate income taxes or local 

property taxes. Due to the exclusion of these impacts, it is likely that the economic impacts presented in 

this study represent conservative projections of the potential impacts of the scenarios developed.  

Additionally, the impacts presented could be imprecise by as much as 10% or more due to the actual 

adoption and implementations of the studied scenarios and other factors.  

About EIAP 
Energy & Industrial Advisory Partners (EIAP) was founded to provide companies, investors and industry 

associations across the energy and industrial markets with economic and strategic consulting, as well as 

M&A and restructuring advisory services from seasoned consultants with significant industry experience. 

EIAP is a specialist consulting firm that utilizes its deep industry experience and rigorous analytical 

methodologies to help stakeholders gain the insights they require to make more informed, data driven 

decisions. 

Our team and our subject matter experts have worked in the industries we cover, and we have 

maintained that focus throughout our consulting careers. This specialism enables us to provide 

proprietary insights into the perspectives of key customers, suppliers and competitors. Our collective 

experience amounts ÔÏ ÈÕÎÄÒÅÄÓ ÏÆ ÅÎÇÁÇÅÍÅÎÔÓ ÁÌÏÎÇÓÉÄÅ ÓÏÍÅ ÏÆ ÔÈÅ ×ÏÒÌÄȭÓ ÍÏÓÔ ÓÏÐÈÉÓÔÉÃÁÔÅÄ 

energy and industrial companies, investors, and industry associations.  

Every project is bespoke and focused on identifying and understand the issues facing a business or 

industry and developing practical solutions. We understand that insight not only comes from the C-Suite 

ÂÕÔ ÁÌÓÏ ÔÈÅ ÓÈÏÐ ÆÌÏÏÒȟ ÁÎÄ ×ÅȭÒÅ ÊÕÓÔ ÁÓ ÃÏÍÆÏÒÔÁÂÌÅ in the field as we are in the board room. 
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Methodology  

Data Development  
As part of the development of this report, a detailed review of the potential implications of certain 

regulatory and policy changes was conducted. This study is in no way exhaustive, especially considering 

uncertainty around how the proposed policy changes would be developed and implemented. This report 

focuses on the potential operational effects of the proposed policies based on a reasonable reading of 

these proposals and considers the potential operational changes oil and natural gas companies could 

undertake to minimize the effects of these changes on their operations. As such, this analysis is 

inherently forward looking and subject to significant changes based on the potential development and 

implementation of the proposed policy changes by Congress, the executive branch and regulators such 

as the Department of The Interior, The Bureau of Ocean Energy Management and The Bureau of Safety 

and Environmental Enforcement.  

Limitations  
Given the large degree of volatility and uncertainty in oil and gas markets as well as the global economy, 

the assumptions and forecasts contained in this report are based on reasonable readings of conditions 

when this report was developed. Uncertainty around commodity pricing and global economic conditions 

may have a significant impact on the projections developed for this study, especially in the early years of 

the forecast contained in this report. This report has utilized revised forecasts for 2020 and 2021 oil and 

natural gas prices and attempted to forecast the impacts of current global economic conditions and 

commodity prices. EIAP makes no representations as to the impacts of the potential policy proposal 

addressed in this report and assumes that any proposals actually adopted or enacted would differ greatly 

in language and execution compared to the scenarios developed for this report. These policies could 

impose significantly greater engineering, operational, cost and other burdens on the oil and natural gas 

industry and regulatorsȢ 4ÈÅ ÒÅÐÏÒÔȭÓ ÐÒÏÊÅÃÔÉÏÎÓ ÏÆ ÔÈÅ ÅÆÆÅÃÔÓ ÔÈÁÔ ÔÈÅÓÅ ÐÏÔÅÎÔÉÁÌ ÓÃÅÎÁÒÉÏÓ ×ÏÕÌÄ 

impose on engineering, operations, and costs are an independent, good faith view arising from 

ÒÅÁÓÏÎÁÂÌÅ ÁÓÓÕÍÐÔÉÏÎÓ ÂÁÓÅÄ ÏÎ ÔÈÅÓÅ ÐÏÔÅÎÔÉÁÌ ÓÃÅÎÁÒÉÏÓ ÁÎÄ ÔÈÅ ÁÕÔÈÏÒÓȭ ÅØÐÅÒÔÉÓe and experience. 

Energy and Industrial Advisory partners provided this independent study while expressly disclaiming any 

warranty, liability, or responsibility for completeness, accuracy, use, or fitness to any person or party for 

any reason. 

Scenario Development  
The ÓÔÕÄÙȭÓ ÄÁÔÁ development was undertaken by developing a model that accounts for all major parts 

of the offshore oil and natural gas exploration and production lifecycle. The major sections of the model 

are: an Activity Model that assesses near term project activity, Gulf of Mexico reserves and production; 
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and the likely project development and drilling activity necessary to meet production targets; a spending 

model derived from the activities required to develop and operate offshore oil and natural gas projects 

and reasonable assumptions around the spending levels typically associated with these activities; a 

government revenue model which uses forecast production levels and other relevant forecasts (leasing, 

block rentals, etc.), forecast commodity pricing, historical data on actual government revenues and 

distributions and governmental polices to forecast potential government revenues; and an Economic 

Model which utilizes the projected spending and government revenue levels, as well as assumptions 

about the nature of spending and its geographic distribution to forecast associated supported economic 

activity including employment and gross domestic product.  

The Base Case model was developed based on forecast production and pricing levels based on the Energy 

)ÎÆÏÒÍÁÔÉÏÎ !ÄÍÉÎÉÓÔÒÁÔÉÏÎȭÓ ɉ%)!Ɋ !ÎÎÕÁÌ Energy Outlook 20201 for long term ÐÒÉÃÅÓ ÁÎÄ ÔÈÅ %)!ȭÓ 3ÈÏÒÔ-

Term Energy Outlook2 for near term (2020 and 2021) prices. Although these forecasts were utilized to 

develop the Base Case model, due to differences in modeling techniques, especially the project-based 

ÍÏÄÅÌ ÄÅÖÅÌÏÐÅÄ ÉÎ ÔÈÉÓ ÒÅÐÏÒÔȟ ÔÈÅ ÒÅÐÏÒÔȭÓ ÆÏÒÅÃÁÓÔ ÐÒÏÄÕÃÔÉÏÎ ÌÅÖÅÌÓ ÖÁÒÙ ÆÒÏÍ ÔÈÏÓÅ ÐÒÏÖÉÄÅÄ ÉÎ ÔÈÅ 

%)!ȭÓ ÆÏrecasts.  

Following the creation of the Base Case forecast the potential effects of the two additional scenarios (no 

ÎÅ× ÌÅÁÓÅÓ ÂÅÉÎÇ ÓÏÌÄ ÏÒ ÔÈÅ Ȱ.Ï ,ÅÁÓÉÎÇ #ÁÓÅȱȟ ÁÎÄ ÎÏ ÎÅ× ÄÒÉÌÌÉÎÇ ÐÅÒÍÉÔÓ ÂÅÉÎÇ ÁÐÐÒÏÖÅÄ ÏÒ ÔÈÅ Ȱ.Ï 

Permits Caseȱ) were considered with regards to how these changes would impact exploration drilling, 

new project development of both underway and future projects, and existing producing projects. For the 

No Leasing Case, the following potential impacts were noted. (Table 1)   

 

 

 

 

 

 

 

 

 

 

 

  

 
1 Annual Energy Outlook 2020, Energy Information Administration 
2 Short Term Energy Outlook, April 7, 2020, Energy Information Administration 
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Table 1: Potential Impacts No Leasing Case  

Cause of Impact Potential Effect 

New Lease Sales Stopped beginning in 2022 No new lease sales 

No new lease sales Immediate Reduction in Bid Revenue  

Leases expires and are not refreshed  Continuous Reduction in Lease Revenue  

Steady reduction in leases available for exploration 
Steady reduction in exploration drilling and 
reserves discovered 

As leases expire an increasing portion of the Gulf is not open 
to activity 

Steady reduction in new projects 

Project economics are impacted by an inability to lease 
nearby blocks to tie in new production 

Steady reduction in new projects  

Reduced tie ins to existing facilities 
Reduced production at existing facilities 
decreases facility life spans 

Increased shut ins of existing facilities 
Reduced operational spending, increased 
decommissioning spending 

Operators will be less likely to allow leases to expire Higher retention rate for existing leases 

Source: Energy and Industrial Advisory Partners  
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For the No Permits Case the following potential impacts were considered. (Table 2) 

Table 2: Potential Impacts No Permits Case3 

Cause of Impact Potential Effect 

Immediate halt to new lease sales Immediate Reduction in Bid Revenue  

Undeveloped leases are allowed to expire Continuous Reduction in Lease Revenue  

No new unpermitted exploration wells Drastic reduction in reserves discovered 

New projects without drilling permits are halted 
Rapid reduction in new projects after existing permits 
are used 

New projects where economics are tied to 
unpermitted wells or tiebacks are halted 

Rapid reduction in new projects due to project 
economics 

Production at existing facilities declines rapidly 
Inability to drill or tie in new wells leads to production 
decline  

Declining production at existing facilities Facilities shut in early than designed for  

Increased shut ins of existing facilities 
Reduced operational spending, increased 
decommissioning spending 

Source: Energy and Industrial Advisory Partners  

In addition to the potential impacts above, additional impacts due these potential policy changes are 

possible due to potential increased costs and changes or reductions in the supply chain as activity in the 

Gulf of Mexico declines.  

The potential impacts listed above were examined to develop assumptions on how near-term projects, 

longer term projects, existing projects, drilling and decommissioning would be impacted. It was assumed 

that operators would modify their behavior to minimize the impacts of the potential changes by, for 

example, being more likely to retain leases and by being more likely to drill already permitted wells. The 

potential impacts were then applied to the Base Case Scenario to develop the two additional scenarios. 

These changes in activity levels and subsequent spending levels were then applied to the remaining parts 

of the model to develop modified production, government revenue, and economic forecasts.  

 

 

 

  

 
3 The study assumes no future leasing under this scenario. Even if leasing were authorized, there would be very 
low interest if no further permits for drilling were to be issued. 



 

 17 

Gulf of Mexico Economic Impacts 
The Gulf of Mexico oil and natural gas industry supports significant employment, gross domestic product 

and state and Federal Government revenues. To quantify the potential effects of policy changes, this 

study forecasted a Base Case activity level for Gulf of Mexico OCS oil and natural gas activity to provide 

a comparison with activity levels and subsequent impacts if potential policy changes were enacted. The 

study forecasted key activity indicators including the number of wells drilled, projects executed, oil and 

natural gas production, and spending based on projected activity levels. These activity and spending 

forecasts drive the projected employment, GDP, and government revenue forecasts presented in this 

report. 

Projects  
Development of new offshore oil and natural gas projects drives both capital and operational spending 

as well as oil and natural gas production. Offshore oil and natural gas projects are complex, and require 

significant planning, engineering, and procurement activities as well as long lead times. New project 

executions are a key indicator for activity and thus spending levels (and subsequent economic activity) in 

the Gulf of Mexico. Although Gulf of Mexico project executions have declined in recent years due to lower 

energy prices and competition from onshore unconventional resources, and near-term activity levels will 

likely be impacted by current conditions, project executions are expected to recover (albeit not 

necessarily to levels seen early in the 2010s). (Figure 1) 

Figure 1: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Project Startups by Year

  

Source: Energy and Industrial Advisory Partners  
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Over the long term, in line ×ÉÔÈ ÔÈÅ %)!ȭÓ ÆÏÒÅÃÁÓÔ ÆÏÒ ÓÔÅÁÄÉÌÙ ÄÅÃÌÉÎÉÎÇ ÐÒÏÄÕÃÔÉÏÎ ÔÏ×ÁÒÄs the end of 

the forecast period, project executions are expected to decline with some year to year fluctuations over 

the last decade of the forecast. Additionally, larger, deepwater projects are expected to account for a 

higher share of project executions. These projects are associated with higher spending and production 

levels on a per project basis compared to both smaller and shallow water projects.  

Production 
The decline rate of existing production, along with production from new projects are the primary drivers 

for Gulf of Mexico oil and natural gas production. Production is influenced by a number of factors 

including reservoir productivity, oil and natural gas ratios, well counts, and operational choices by 

exploration and production companies. To prepare the production forecast, the Energy Information 

!ÄÍÉÎÉÓÔÒÁÔÉÏÎȭÓ ÐÒÏÄÕÃÔÉÏÎ ÆÏÒÅÃÁÓÔ ÆÒÏÍ ÔÈÅ Ȱ!ÎÎÕÁÌ %ÎÅÒÇÙ /ÕÔÌÏÏË ΨΦΨΦȱ4 was utilized as the 

primary indicator of forecast production levels, with revisions to near term levels due to current market 

conditions. The Base Case production forecast was developed to be relatively in line with this forecast, 

although the production forecast in this report differs from this forecast due to the project-based 

methodology used to develop forecasts for the report. To develop the production forecast for this report, 

project development (in addition to the existing production base) was modeled utilizing key indicators 

such as the water depth of the project, the number of producing wells, per well production levels, 

assumptions on peak production years, and decline rates.  

This study forecasts that combined Gulf of Mexico oil and natural gas production in 2020 will be around 

2.2 million barrels of oil equivalent per day, with oil and other liquids accounting for around 81 percent of 

production and natural gas accounting for 19 percent of production. The study forecasts that total 

production will, after declining in 2020 through 2020, steadily increase through 2032, before beginning 

to decline. At the end of the forecast period in 2040, the Gulf of Mexico OCS is projected to produce just 

under 2 million barrels of oil equivalent per day, with around 84 percent of production projected to be oil 

and other liquids and the remainder natural gas. (Figure 2)  

 

 

 

 

 

 

 
4 Annual Energy Outlook 2020, Energy Information Administration 
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Figure 2: Projected Base Case Gulf of Mexico Oil and Natural Gas Production (BOE/D) 

 

Source: Energy and Industrial Advisory Partners  

Spending  
Offshore oil and natural gas exploration, development and operations require large amounts of spending 

across a large variety of activities ranging from geological and geophysical surveys, drilling, surface and 

subsea production equipment, engineering, operational expenditures, and decommissioning. For this 

study, spending was modelled in 19 categories, encompassing the full range of activities required to 

explore for, develop, operate, and decommission offshore oil and natural gas projects.  

In the Base Case scenario developed for this report, offshore oil and natural gas spending is projected at 

just over $23.4 billion in 2020 (compared to $27.5 in 2019), with spending projected to grow steadily to a 

peak of over $33 billion from 2026 to 2029. Spending is then projected to steadily decline with year to 

year fluctuations through 2038, before rising slightly towards the end of the forecast period. On average, 

from 2020 to 2040 annual spending is projected at nearly $30 billion. (Figure 3) 
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Figure 3:  Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Spending 

 

Source: Energy and Industrial Advisory Partners  

Employment 
The Gulf of Mexico offshore oil and natural gas industry has supported significant levels of employment 

in the U.S. for decades. While the employment impact of the industry is focused on the Gulf Coast states, 

almost all, if not all states see employment supported due to the industry. The Gulf of Mexico offshore 

oil and gas industry supports a large number of highly paid jobs directly, especially highly paid blue collar 

ÊÏÂÓȟ ÁÎÄ ÁÄÄÉÔÉÏÎÁÌÌÙ ÓÕÐÐÏÒÔÓ ÓÉÇÎÉÆÉÃÁÎÔ ÅÍÐÌÏÙÍÅÎÔ ÔÈÒÏÕÇÈ ÔÈÅ ÉÎÄÕÓÔÒÙȭÓ ÓÕÐÐÌÙ ÃÈÁÉÎ ɉÉÎÄÉÒÅÃÔ 

jobs), and due to increased spending by workers (induced jobs). In 2019, it is estimated that the industry 

supported around 345 thousand jobs. Due to current economic conditions and low commodity prices, 

this study projects that in 2020, the Gulf of Mexico offshore oil and natural gas industry will support 

around 295 thousand jobs. (Figure 4)  
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Figure 4: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Supported Employment  

 

Source: Energy and Industrial Advisory Partners  

Employment supported by the Gulf of Mexico offshore oil and natural gas industry is expected to steadily 

rise through the end of the decade, with an average of around 405 thousand jobs supported from 2025 

to 2030. In line with the EIAȭÓ forecast for reduced production, employment is projected to slowly fall 

(with year to year fluctuations) for the last decade of the forecast period. On average from 2031 to 2040 

around 357 thousand jobs are projected to be supported by the Gulf of Mexico offshore oil and natural 

gas industry. The largest employment impact is projected in the Gulf Coast states, with an average of 156 

thousand jobs supported in Texas across the 2020-2040 forecast period, around 105 thousand jobs in 

Louisiana, over 30 thousand jobs in Alabama, over 22 thousand jobs in Mississippi, and around 57 

thousand jobs in the rest of the U.S.  

The Gulf of Mexico Offshore Oil and Natural Gas industry supports employment both through direct 

employment by the industry, but also indirectly. Indirect employment occurs through the purchases of 

goods and services by the industry, while induced employment is due to the impact of greater income in 

the economy. Direct employment by oil and natural gas companies and their suppliers in 2019 was 

estimated at 70 thousand jobs. In 2020, direct employment is projected to fall to around 60 thousand 

jobs. Across the 2020 to 2040 forecast period, direct employment is projected to average around 78 

thousand jobs each year.  Indirect and induced employment due to the Gulf of Mexico offshore oil and 

natural gas industry was estimated at around 276 thousand jobs in 2019. In 2020, supported indirect and 

induced employment is project to fall around 235 thousand jobs. Across the 2020 to 2040 forecast period 

supported indirect and induced employment is projected to average just under 292 thousand jobs each 

year.  
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Figure 5: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Direct vs. Indirect and 

Induced Supported Employment 

 

Source: Energy and Industrial Advisory Partners  

GDP 

The Gulf of Mexico offshore oil and natural gas industry contributes significantly to the gross domestic 

product (GDP) of the Gulf Coast states as well as the nation as a whole. In 2019, the industry is estimated 

to have contributed nearly $28.7 billion to U.S. GDP. In 2020 the industry is projected to contribute nearly 

$24.6 billion per year of GDP nationally. Over the ten-year period from 2021 to 2030, contributions to 

GDP are projected at just under $33 billion per year on average. From 2031 to 2040, projected 

contributions to GDP average at just under $30.3 billion. (Figure 6)  
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Figure 6: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Contributions to GDP 

 

Source: Energy and Industrial Advisory Partners  

Government Revenues 
Government revenues due to Gulf of Mexico offshore oil and natural gas activity are primarily derived 

from three main revenue streams; royalties paid on produced oil and natural gas, bonus bids paid to 

acquire blocks in lease sales, and rents for blocks leased by operators. There are a number of policies 

which impact royalties and lease payments received by the Federal Government, including royalty relief 

for certain blocks depending on production levels, and differing rent and royalty regimes for fields in 

different water depths, and blocks leased at different times. Additionally, the value of oil and natural gas 

produced in the Gulf of Mexico may differ from major indicators such as West Texas Intermediate (WTI) 

crude due to transportation costs, long term sales contracts, and differentials due to product quality. To 

calculate government revenues due to offshore oil and natural gas activities data from the Office of 

Natural Resource Revenue5 (ONRR) as well as oil and natural gas price projections from the Energy 

)ÎÆÏÒÍÁÔÉÏÎ !ÄÍÉÎÉÓÔÒÁÔÉÏÎȭÓ Annual Energy Outlook 20206 and Short-Term Energy Outlook7 were 

utilized. In some cases (especially regarding disbursements to states) calendar year data was unavailable. 

In these cases, fiscal year data was utilized as a stand in for calendar year data.  

In 2019, government revenues derived from offshore oil and natural gas activities in the Gulf of Mexico 

were just under $5.4 billion. This study forecasts that on average across the forecast period, government 

revenues derived from offshore oil and natural gas activities in the Gulf of Mexico (excluding personal 

 
5 Natural Resources Revenue Data, Office of Natural Resource Revenue, U.S. Department of the Interior 
6 Annual Energy Outlook 2020, Energy Information Administration 
7 Short Term Energy Outlook, April 7, 2020, Energy Information Administration 
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and corporate income taxes and property taxes), will average over $7 billion per year. In general, the 

largest source of government revenues from Gulf of Mexico offshore oil and natural gas activities is 

derived from royalties paid on produced oil and natural gas. Across the forecast period, average royalty 

revenues are projected at around $6.6 billion per year. Bid revenues are projected to average over $315 

million per year across the forecast period, rental revenues are projected to average around $120 million 

per year, and other revenues are projected to average around $57 million per year. (Figure 7) 

Figure 7: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Government Revenues 
by Type

 

Source: Energy and Industrial Advisory Partners  

In 2006 Congress passed the Gulf of Mexico Energy Security Act (GOMESA) which created revenue 

sharing provisions for the four Gulf oil and gas producing States (Alabama, Louisiana, Mississippi and 

Texas), and their coastal political subdivisions. Revenue sharing was enacted in two phases beginning in 

2007 and 2017 respectively, with revenue sharing caps of $375 million for fiscal years 2017ɀ2019, $487.5 

million for fiscal years 2020 and 2021, and $375 million for fiscal years 2022ɀ2055 enacted. To develop 

the revenue sharing forecasts in this report, total projected federal revenues, actual distribution data 

from the ONRR, analysis of the growth of revenue sharing and the revenue sharing caps were considered. 

In 2020, the Gulf of Mexico oil and natural gas producing stated received around $352 million due to 

revenue sharing. This study projects that in 2021 the Gulf Coast states will receive around $375 million of 

revenue from GOMESA, the $375 million revenue sharing cap would be maintained through 2040. (Figure 

8) 
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Figure 8: Projected Base Case Gulf of Mexico Offshore Oil and Natural Gas Government Revenues 
by State

 

Source: Energy and Industrial Advisory Partners  

Based on historical distributions, this study projects that Louisiana will see the largest annual 

distributions due to GOMESA, with distributions averaging around $165 million over the forecast period. 

Texas is projected to receive the second highest average distributions, at nearly $101 million per year. 

Mississippi and Alabama are projected to receive distributions of an average of around $55 and $53 

million respectively annually. 

In addition to provisions for revenue sharing with Gulf of Mexico producing States, GOMESA also 

included a provision for distributions to the Land and Water Conservation Fund (LWCF). The LWCF, 

Ȱsupports the protection of federal public lands and waters ɀ including national parks, forests, wildlife 

refuges, and recreation areas ɀ and voluntary conservation on private land. LWCF investments secure 

public access, improve recreational opportunities, and preserve ecosystem benefits for local 

communities.ȱ8 In addition to funding due to GOMESA, the LWCF also receives significant additional 

funding due to offshore oil and natural gas activities.  

GOMESA distributions to the LWCF are capped at $125 million per year as part of a total cap with state 

distributions of $500 million, although in FY 2019 nearly $130 million was distributed to the LWCF. This 

study projects that distributions to the LWCF due to GOMESA revenue sharing will remain at or around 

the $125 million level for the remainder of the study period, though distributions in 2020 and 2021 may 

be lower, non-GOMESA LWCF contributions are projected to average just under $1.2 billion per year. 

(Figure 9)  

 
8 Land and Water Conservation Fund, U.S. Department of the Interior  
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Figure 9: Projected Base Case LWCF Distributions 

 

Source: Energy and Industrial Advisory Partners  
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No Leasing Case Impacts 
Although no firm policy proposals have been advanced, one of a number of potential restrictive policy 

changes that has been advanced related to the Gulf of Mexico offshore oil and natural gas industry has 

been an end to new leasing in the Federal Offshore Continental Shelf. For the purposes of this report, the 

Ȱ.Ï ,ÅÁÓÉÎÇ 3ÃÅÎÁÒÉÏȱ ×ÁÓ ÄÅÖÅÌÏÐÅÄ ÔÏ ÐÒÏÖÉÄÅ Á ÃÏÍÐÁÒÉÓÏÎ ÏÆ ÁÃÔÉÖÉÔÙ ÌÅÖÅÌÓ (project executions, 

spending, oil and natural gas production), economic impacts, and government revenues to the Base 

Case. This scenario assumes that no new lease sales would be held from 2022, but that existing leases 

would be unaffected, and that no other major policy or regulatory changes impacting the Gulf of Mexico 

offshore oil and natural gas industry would be enacted.  

Projects  
Development of new offshore oil and natural gas projects drives both capital and operational spending 

as well as oil and natural gas production. Under the No Leasing Case, project development activity is 

projected to be reduced as soon 2024, as projects which would require tiebacks from adjacent unleased 

blocks to be economic are the first to be impacted. Over the 2020-2040 forecast period, new project 

startups are projected to decline by over 47 percent, from 104 to 55. The largest impact to new project 

startups is projected in the last decade of the forecast period, when projects are projected to decline by 

around 80 percent from 39 to 8. (Figure 10) 

Figure 10: Projected Base Case vs. No Leasing Case Gulf of Mexico Offshore Oil and Natural Gas 
Project Startups by Year 

 

Source: Energy and Industrial Advisory Partners  
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