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Abstract

Let Them Eat War:

The Effect of the Libyan Arab Spring on Texas' Oil Field Economy

Frederick Joseph Badlissi, M.A.

The University of Texas at Austin, 2012

Supervisor:  Russell G. Todd

At the beginning of 2011, independence movements arose across the Middle East 

and stoked the fires of revolution in nations like Libya, Egypt and Syria. Colloquially 

known as “The Arab Spring,” the movement toppled dictatorships that had existed for 

decades. Those dictatorships also provided stability for foreign business conducted in 

their countries, including Texan oil field companies.

But  as  civil  unrest  persists  and  the  political  story  unfolds,  Texan  oil  field 

companies continue to do business in the region, largely unabated. This report addresses 

the effects of the Arab Spring on the performance of select Texan oil field companies 

operating in Libya.
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Introduction

In September 2009, former Libyan leader Muammar Qaddafi appeared before the 

United Nation's General Assembly in grand form, re-emerging from isolation and onto 

the world stage. With PR firm The Monitoring Group hired to clean up his image from 

2006 to 2008, the colonel appeared not only to reintroduce Libya to the international 

community, but to American businesses as well. With removal from the U.S. State 

Department's list of State Sponsors of Terrorism and the accompanying sanctions 

dropped, U.S. businesses could now deal with Libya as easily as any other nation. 

Qaddafi’s presence on the U.N. stage was an advertisement for investment. After years of 

anti-Western rhetoric about U.S. imperialism and its subjugation of the Third World, 

Libya was open for American business.

In December 2010, an impoverished Tunisian fruit vendor named Mohammed 

Bouazizi, in response to the economic and political stagnation under former Tunisian 

President Zine El Abidine Ben Ali, set himself ablaze to protest repeated harassment by 

the local police. This act of defiance was to spark a revolution that would take down a 

generation of Middle Eastern leadership. The resulting movement, popularly known as 

“the Arab Spring,” would take down the governments of dictatorships that were older 

than much of the populations they ruled. Within one month, Ben Ali stepped down in 

response to massive demonstrations. Egyptian President Hosni Mubarak was the next to 

go three months later. As many across the Arab world took to the streets, news 

consumers around the world turned to any source they could for information as CNN and 

Fox News took back seats to Twitter and Al-Jazeera English.
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While many of the region's leaders are gone, their political legacies fuel continued 

unrest. For Egyptians, life under the interim military government appears not unlike it 

was under Mubarak, with tight controls on political speech and rampant arrests. In Syria, 

the movement has become deadly, with civilians caught between the guns of the 

government and those of an erratic and splintered resistance movement. Death toll 

estimates from the U.N. number more than 9,000. 

As the movement enters its second year, a year marked as much by blood and 

sacrifice as it has by greater expectations, many are still caught up in a revolutionary 

euphoria. Even former Republican presidential candidate Rick Perry, on the occasion of 

rebels advancing on the compound of Libyan leader Qaddafi, espoused high hopes for the 

future of Libya without a strongman:  

"The crumbling of Muammar Qaddafi’s reign, a violent, repressive dictatorship 

with a history of terrorism, is cause for cautious celebration. The lasting impact 

of events in Libya will depend on ensuring rebel factions form a unified, civil  

government that guarantees personal freedoms,  and builds a new relationship  

with the West where we are allies instead of adversaries." 

Before the winds of political change blew through Tripoli, Cairo and Damascus, 

U.S. companies had business relationships with each of these governments or with 

government-owned companies. While many of these leaders ruled with an iron fist, they 

also were seen as regional stabilizers, strongmen who kept their nations stable enough for 

American businesses to risk being there. Throughout the business world, domestic 
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personal freedoms for citizens of a client government have never been a prerequisite for a 

business relationship.

Perry's sentiment, while politically expedient, betrayed that truth. In 2010, Texan 

businesses sold over $262 million in exports to Libya, surpassing California as Libya's 

most biggest trade partner among the 50 states by $203 million. It was also 39 percent of 

the U.S. national total of $665 million for exports to Libya. With Qaddafi gone, the 

stability he once offered investors appears to have deteriorated. In 2011, Texan exports to 

Libya fell to $41 million as the level of national exports declined to $287 million after 

many businesses suspended their relationships with the nation in response to civil unrest.

For Libya, a decline of 56 percent of imports from Texas – a significant trading 

partner – is devastating. On paper, the collective view of Texas' oil field companies 

affected by the Arab Spring amounted to just a few sentences in Securities & Exchange 

Commission documents. As people in Cairo and Tripoli rose up, businesses retreated to 

Riyadh and Doha. As the Arab struggle continues to play out, companies like 

Schlumberger Ltd. and Baker Hughes Inc. carry on. Businesses are there to make money.

While most of Texas' oil field companies suffered temporary setbacks due to the 

spring, their experiences highlight the global nature of the oil economy and how volatile 

the business can be. In Libya, the effect of the Arab Spring on Texas' oil field companies 

varied from business to business, and some were hit harder than others. However, their 

reactions in light of the Libyan Arab Spring illustrate an important point: No one nation, 

or company, is alone in the world economy. The Arab Spring's effect on Libya not only 

affected Texas' oil field companies in varying ways, but it also had a tangible, if short-

term, effect on the world's energy economy. Each company operates in the oil economy 
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in a distinctive way, and their actions tell the larger story of how business and society co-

exist. 

Those companies include Baker Hughes, Newpark Resources Inc., Pride 

International Inc., Schlumberger Ltd., Weatherford International Ltd. and Willbros Group 

Inc. Each had distinct business operations in Libya and maintained a major presence in 

Texas for 2010, the year prior to the Arab Spring. Each is publicly traded on the New 

York Stock Exchange, and each warrants separate discussion with respect to the context 

of what affected their financial results the most. For some, that would be only the Arab 

Spring. For others, it was a combination of the Spring and the Deepwater Horizon 

explosion of 2010. For one company with a history in Libya, it had no effect at all.

With the exception of Baker Hughes, each of the companies profiled did not 

return requests for interviews. Analysts who follow the companies were willing to 

comment, however. The Texas Oil and Gas Association, the trade organization for Texas' 

oil field companies, did not respond to repeated requests for comment.
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The Arab Spring as a Single Factor on Texas Oil Field Company Earnings

What was the effect of revolution on these companies? According to J. David 

Anderson, an analyst with J.P. Morgan, it depends on what the company did in the 

region. Libya's oil market, with the exception of its northwest coast, is primarily on land, 

or “onshore” as the terminology goes. “For offshore companies, there wasn't any material 

effect. For the larger global companies, they had some exposure,” Anderson said. One 

such larger company was Schlumberger, a global giant with headquarters in Houston.

Schlumberger is the largest oil field services company in the world and offers 

services that range from drilling hardware and expertise to seismic surveying, as well as 

consulting services. At the beginning of 2011, the company counted approximately 

108,000 employees in 160 countries. Seventy-three percent of its fiscal 2010 revenue 

come from outside of the U.S. Schlumberger's experience in Libya, especially with 

respect to its international scope, is perhaps the best example of how an oil field service 

company's business model works and how a company responds to factors like regional 

revolution or commodity price fluctuations.

In 2010, the company collected $27 billion in revenue and $4.2 billion in profit, 

with an almost equal proportion of oil field services revenue coming from its four 

regional markets:
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Table 1: Sclumberger Ltd's Performance Change, Fiscal Years 2009 and 2010

Oil field Services (by 
region)

FY 2009 Revenue (in 
billions)

FY 2010 Revenue (in 
billions)

Percent 
Change

North America $3.707 $5.010 +35.1

Latin America $4.225 $4.321 +2.2

Europe/CIS*/Africa $7.150 $6.882 -3.7

Middle East & Asia $5.234 $5.586 +6.7

Eliminations/Other $.202 $.280 +38.6

Total $20.32 $21.8 +7.2
*“CIS” stands for “Commonwealth of Independent States,” comprised of Russia and former 
Soviet states.

The North America figure represented a 35 percent increase from the prior year, 

mainly as a result of the company's play for natural gas and improved oil basin activity in 

Canada. This was made possible, in part, by the price of natural gas, which rose from 

$4.66 per thousand cubic feet in December 2009 to $5.69 in January 2010. The price of 

oil rose from the 2009 average of $53.48 to $69.83 per barrel at the beginning of 2010. 

With oil prices high and natural gas perceived as the next big energy commodity, oil field 

exploration and production, or E&P, companies stood to make a more money because 

their services were in demand. The higher the price of oil and gas, the greater demand for 

a company like Schlumberger to help get it out of the ground. This was evident in North 

America as earnings in the region offset decreases in the Europe/CIS/Africa region, 

which includes Libya and Egypt.

The Arab Spring started in Tunisia in December 2010 and spread to Libya and 

Egypt shortly thereafter, beginning to pick up steam in January 2011. This lines up with 

Schlumberger's last fiscal quarter of 2010 (Oct. 1 to Dec. 31,) and the first quarter of 

6



2011 (Jan. 1 – Mar. 31). Looking at revenue numbers from each region, the impact of the 

Arab Spring on the company's bottom line does make a noticeable effect. 

Table 2: Schlumberger Ltd's Performance Change from Q1 to Q2 2011:

Oil  field  Services  (by 
region)

Q4  2010  Revenue  (in 
billions)

Q1  2011  Revenue  (in 
billions)

Percent 
Change

North America $2.596 $2.589 +.07

Latin America $1.389 $1.386 -.21

Europe/CIS/Africa $2.454 $2.190 -10.7

Middle East & Asia $1.983 $1.848 -6.8

Eliminations/Other $.280 $.109 -47.5

Total $8.702 $8.122 -6.6

“Of all the events … during the Arab Spring, Libya had the most effect on oil 

supply,” said Pavel Molchanov, an energy analyst with Raymond James, a financial 

services holding company. Schlumberger's results are just the first example.

The drop in total from Q4 2010 to Q1 2011 was nearly 7 percent, which 

Schlumberger attributes to “the impacts of extraordinary geopolitical events in North 

Africa and the Middle East as well as severe weather in the U.S. and Australia during the 

quarter” in a 2011 10-Q filing. (Companies listed on stock exchanges must file 10-Qs 

every three months, and the annual 10-K once a year.) Libyan production ceased as 

Schlumberger and other oil field service companies left due to civil unrest associated 

with the Arab Spring. This also left the company with a potential long-term loss on 

Libyan-based assets of $340 million. However, the company remained optimistic. 

“Middle East activity is increasing substantially,” the company stated in its Q1 earnings 
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statement, “led by Saudi Arabia and Iraq.” In spite of Saudi and Iraqi oil production, 

however, the absence of Libyan oil did contribute to a bigger problem.

Before the Arab Spring, according to analyst Molchanov, Libya produced around 

1.5 million barrels a day. That figure remained constant going into the first quarter of 

2011, but sharply decreased to 120,000 thousand a day as revolution came though Libya 

beginning in late March and early April. By the third quarter, having sustained domestic 

unrest with NATO-led airstrikes, oil production dropped to 40,000 barrels a day, which 

Molchanov described as a “virtually complete shutdown” of Libyan production.

From an American perspective, the loss of Libyan oil meant stopping 

development on 2 percent of the world's total oil. For the U.S., Libya represents 5 percent 

of foreign oil imports, as the vast majority of the U.S. foreign oil supply comes from 

Canada, Saudi Arabia, Mexico and Venezuela. For European nations, Libya's proportion 

is much higher, with Italy and Ireland importing 20 percent of their oil from Libya. 

Global oil supplies were already subject to a fragile recovery in demand following the 

2008 recession, with the Fukushima Daiichi nuclear explosion in Japan prompting extra 

demand. In its Q2 2011 10-Q statement, Schlumberger said, “Internationally, the trend 

towards higher deepwater rig count and higher exploration spending continued. This 

activity was coupled with a surge in development and workover activity as producers 

moved to compensate for reduced Libya barrels and to profit from higher prices.” As the 

demand for oil rose, exploration by oil field companies increased, and prices rose. As its 

other markets contributed to stabilizing worldwide oil output, the post-recession and 

increased emergency demand made a bad supply situation worse.
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In the course of just four months, the price of West Texas Intermediate oil shot up 

from $86.56 in January 2011 to $102.50 in April 2011. (WTI is a global reference price 

for oil. North Sea, or Brent, crude is the other popular reference. It rose even more.) 

Consequently, Schlumberger's oilfield services revenue climbed 11 percent to $8.99 

billion on higher performance in all of its service areas. 

Taken on its own, the Arab Spring affected Schlumberger in a few ways. While 

first quarter revenue dropped as the Qaddafi regime fell to the revolution and NATO 

airstrikes, the resulting effect was just one piece of a perfect storm of revolution and 

emergency demand that drove oil prices higher worldwide. But he company's exit was 

temporary. In October 2011, Schlumberger Chairman Andrew Gould told Reuters the 

company would “be back working in Libya to some extent” that month. In its fiscal 2011 

10-K (the annual version of the 10-Q), the company wrote off non-recoverable Libyan 

assets valued at $60 million. In spite of the company's temporary Libyan-related losses, 

its oil services segment finished fiscal 2011 rather well. The Europe/CIS/Africa region's 

revenue for the year rose to $9.6 billion, and total revenue grew to $36.9 billion. 

Following the resumption of Libyan operations, the company has made no further public 

statements about its operations there.

Houston-based Baker Hughes offers another example. It operates in over 80 

countries and employed over 53,000 employees in 2010, with more than half working 

outside of the U.S. under six other divisions. Entering 2011, the company's North 

American revenue had risen an astounding 109 percent due to rising oil prices and an 

explosion in the natural gas market. Much of that gain came from its acquisition of BJ 

Services in 2010, which had a comparative advantage in supplying hydraulic fracturing 
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services for extracting natural gas. Baker Hughes' Middle Eastern operations are 

headquartered in Dubai and the United Arab Emirates, with drilling operations 

throughout the region. For reporting purposes, the Middle East is paired with the Asia 

Pacific region (MEAP). Libya falls under its Europe/Africa/Russia Caspian (EARC) 

region.

With revenues at $14.4 billion – a worldwide increase of 49 percent from FY 

2009 – Baker Hughes was well positioned for another good year. Profit for 2010 stood at 

$812 million, and the company appeared optimistic that this performance would 

continue. “The expansion of the global economy following the recession of 2008/2009 

continued through 2010. Increasing economic activity, particularly in the emerging 

economies in Asia and the Middle East, and expectations for continued economic growth 

supported expectations for increasing demand for oil and natural gas,” the company said 

in its 10-K for fiscal 2010. 

The company's Q1 2011 results were somewhat weaker in part due to the Arab 

Spring, but other regions compensated for the drop. For the period ending March 31, the 

company's Middle Eastern rig count increased 9 percent from 260 to 285. Africa's total 

count, including Libya, rose slightly by two rigs for the quarter. “The rig count in Africa 

increased primarily due to higher activity in Algeria, Nigeria, Gabon and Ghana, partially 

offset by a decline in Libya, where activity ceased in March 2011 due to civil unrest,” the 

company stated in its 10-Q for Q1 2011, while remarking that activity in Syria, Kuwait 

and Egypt offset drops in production from Saudi Arabia and Oman. Revenue from the 

MEAP region rose 50 percent from Q1 2010, and the EARC's output rose a modest 7 
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percent in the same period. Nonetheless, Libya certainly had an effect on the company, as 

it ceased Libyan operations “pending resolution of the conflict.” 

Having stable markets elsewhere allowed large companies like Baker Hughes to 

also retain their top engineering talent so that they could be returned to Libya when 

things died down. In the midst of unrest, companies relocated their expatriot employees 

and moved to other areas. In doing so, according to Kevin Simpson, an analyst with 

Miller Tabak & Co., the practice affected the ability of these companies to hire local 

talent. In doing so, Simpson said, the practice “took [positions] that were previously 

reserved for new hires.” In the meantime, some companies continued paying their 

Libyan-based employees in anticipation of resumed operations. Libya “is too important a 

long term market” for these companies, Simpson said.

Employees are only one type of asset, and in Q1, Baker Hughes' physical and 

account-related assets in Libya were given an approximate value of $160 million. Those 

assets would further impact the company's Q2 profits, when the company set aside $70 

million to account for the diminished likelihood of recouping those assets, bringing down 

its profit to $338 million. The Libyan shutdown also decreased its African rig count by 11 

percent, but the EARC's revenue still increased from $659 million to $701 million due to 

better performance in Algeria and Gabon. Following the end of the second quarter, the 

company revalued its Libyan assets at $80 million.

By the third quarter, the Arab Spring had also begun to spread to Syria and 

affected the company's rig count in the Middle East, but it had little effect on quarterly 

results. While the Middle Eastern count increased by 6 percent “primarily due to higher 

activity in Kuwait, Egypt and Abu Dhabi,” it might have been better, as that strength was 
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“partially offset by declines in activity in Yemen and Syria.” Still, revenue from the 

region increased by 17 percent, and EARC's revenue grew by barely 1 percent. The 

company's quarterly profit grew from $335 million in Q2 to $706 million in Q3, an 

increase of 110 percent from the previous quarter, once again driven by North American 

demand. By the end of the year, according to the company's FY 2011 10-K, EARC 

revenue rose 26 percent to $2.8 billion, even with Libya out of production for much of 

the year.

While high-profile rebellions in Libya and Syria took a toll in the short term, any 

effect they had on Baker Hughes' bottom line was mitigated by business outside of 

affected areas. Egypt's political turmoil was ongoing, but stabilized enough to offset 

continued declines due to Libyan cessation and Syrian unrest. In places like Saudi Arabia 

and Kuwait, where governments are routinely cited as being just as oppressive as the 

governments of Libya and Syria, production continued unabated, even with incidental 

increases. The Spring had an affect on the company, but the Libyan experience did little 

to mitigate the company's soaring North American oil and natural gas revenue.

Baker Hughes has resumed operations in Libya. Contacted for comment, 

company spokeswoman Pam Easton said, “We have returned to operations, and that is all 

we can comment on.” The company returned in the fourth quarter of 2011, but no 

substantial revenue or rig figures are available yet that might be used to judge recovery. 

Easton declined to elaborate on the scope or capacity of the company's renewed Libyan 

presence.

As much attention as the Arab Spring has received in print and television, it 

affected different oil companies in different ways. Those with far-reaching global 
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operations like Schlumberger and Baker Hughes saw a large impact on their business. 

Geoffrey Kieburtz, an analyst with Weeden & Co., characterized the affect as “an acute 

impact” whose “suddenness created an impact of disruption” by not only ceasing 

production but also affecting hiring decisions. Bill Herbert, an analyst with Simmons & 

Co,  said that it was “a significant deal in 2011 with ripple effects in 2012,” noting the 

time it continues to take for Libyan production to recover. 

As Anderson said, the Arab Spring affected different companies in different ways. 

For other companies, like Weatherford International and Pride International, the effects 

of the Deepwater Horizon explosion in April 2010 still resonated. Weatherford is a global 

oil field services company not unlike Schlumberger and Baker Hughes, but it is 

somewhat smaller and was impacted differently. Another company was Pride 

International, whose business was exclusively in deepwater offshore drilling, with no 

significant land investment. Each of these companies had to deal with both the Arab 

Spring and the fallout from Deepwater Horizon.
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The Arab Spring and Deepwater Horizon: A Perfect Storm

When discussing Weatherford and Pride, two companies that had investments in 

both Libya and the Gulf of Mexico, it's important to make a distinction between the 

effects of the Arab Spring and the Macondo blowout not only on the companies 

themselves, but on how those effects impacted the global oil economy as a whole. 

Understanding that distinction benefits from a succinct summation, one that Steve 

Gengaro, an analyst with Sterne, Agee & Leach, puts best, noting that the Arab Spring 

and the explosion at the Macondo reservoir “are very, very different. One is a geopolitical 

event, and the other one is a major accident.” How each came together to affect 

Weatherford and Pride are dependent on the type of business they conducted, and where 

that activity was concentrated.

Weatherford is smaller than Schlumberger and Baker Hughes, but is still a large 

company that employs approximately 61,000 people operating in over 100 countries. The 

company, in addition to drilling, also supplies artificial lift systems, chemicals for 

fracturing and drilling, wire line services, well construction and pipeline services. In 

2011, the company claimed $12.9 billion in revenue with a profit of $262 million, an 

improvement over 2010, which had a net loss of $152 million on revenues of $10.2 

billion. Weatherford was in the unique situation of having to deal not only with 

revolution in the Middle East – where revenues remained flat year-over-year – but also 

litigation arising from the company's role with BP plc and the Deepwater Horizon rig.

Looking at the Middle East/North Africa/Asia regions, revenues declined slightly, 

going from $2.45 billion in 2010 to $2.44 billion in 2011, a relatively small loss of $10 

million. Citing civil unrest, the company evacuated all employees and “took safeguards to 

14



secure assets in the country.” In the fourth quarter of 2011,  the company stated in its FY 

2011 10K that “limited company personnel” were permitted to return to the country, 

where they were “able to engage in discussions with [their] customers” primarily with 

respect to outstanding invoices and remaining machinery. The company set up a reserve 

of $59 million “for receivables, machinery and equipment and inventory” in Libya, but 

said it was confident that the majority of its customers will honor existing contracts and 

payment schedules. The company also cited disruptions in Algeria, Tunisia, Egypt and 

“to a lesser extent” Yemen and Bahrain, noting that when combined, the revenue from 

these countries accounted for 6 percent of all revenue in 2010 and 3 percent in 2011.

In 2010, these six countries accounted for $613 million in revenue. In 2011, they 

brought in $389 million. For Weatherford, the overall cost of the Arab Spring was $224 

million. 

As stated in the company's FY 2011 financial statement, Weatherford also faced 

“several dozen” lawsuits from its involvement with the Deepwater Horizon explosion. It 

had supplied products and services to BP America, which managed the rig for 

Transocean Ltd. The incident caused 11 deaths and was responsible for “several injuries 

and significant damages to property and the environment,” which placed Weatherford as 

a defendant alongside BP America and other companies associated with the operation and 

maintenance of the rig. Many of the claims were similar, alleging violations of the Oil 

Pollution Act, and were consolidated by the U.S. Panel on Multidistrict Litigation. 

Through the course of initial litigation between Weatherford and BP, the companies 

settled, with BP indemnifying Weatherford “for the vast majority of [their] potential 

exposure related to the Macondo [well] incident,” with Weatherford agreeing to pay $75 
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million to BP. In February, a federal court dismissed all of the consolidated claims 

against Weatherford after finding no evidence of defects on equipment supplied by the 

company, nor that the company did anything to contribute to the cause of the explosion. 

The company, however, faces new lawsuits filed after the initial suits, which it believes 

will be dismissed in light of the previous multidistrict dismissal. 

In addition to 11 deaths and several injuries of varying severity (including to two 

Weatherford employees), the Gulf of Mexico was filled with 4.9 million barrels (205.8 

million gallons) of oil over a period of three months before the leak was ultimately 

stopped, causing environmental damage. This led to a moratorium on any new drilling 

activity in the Gulf of Mexico, which lasted from June to October of 2010. New 

regulations and requirements were also issued, which slowed permitting for new activity 

in the Gulf of Mexico to a crawl well into 2011. 

That slow pace of permitting was the Achilles Heel to Pride International, a 

company that exclusively dealt in offshore drilling. The company began 2010 with a net 

income of $285.8 million after revenues of $1.5 billion, with 97 percent of its revenue 

from outside the US, and 60 percent of that from four customers: Petróleo Brasileiro S.A. 

(also known as “Petrobras”), Total S.A., BP America Inc. and Exxon Mobil Corp. The 

company also contracted Samsung Heavy Industries Co., Ltd. to build six drilling ships at 

a combined cost of $6.6 billion over five years. Two of those ships, the Deep Ocean 

Ascension and Deep Ocean Clarion, were also scheduled to work in the Gulf of Mexico 

for BP (E&P) beginning in mid-2010, with a third ship, Deep Water Mendocino, set to 

arrive in the Gulf in the first quarter of 2011. Following the explosion of the Deepwater 

Horizon rig, however, the moratorium killed one of Pride's largest markets. “If the 
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moratorium is maintained,” Pride warned investors in its Q2 2010 10-Q statement, “BP 

E&P may be unable to commence drilling operations with the Deep Ocean Ascension in 

the U.S. Gulf of Mexico according to its original schedule.” Faced with one of its main 

markets shut off for an indeterminate length of time, Pride had to find another market to 

send its ships to.

According to statements in its Q1 2011 10-Q report, that market was Libya. If 

Deep Ocean Ascension could be deployed to a more profitable area, Pride would recoup 

its costs while BP wouldn't have to pay for a dormant drill ship. The Libyan Arab Spring 

brought unrest, however, and Deep Ocean Ascension stayed put. Revenue decreased 

across all of Pride's business segments, but remained fairly stable due to continued 

activity in Brazil and Angola. In Q3 2010, in order to stay afloat in the meantime, Pride 

and BP agreed to keep Deep Ocean Ascension on a special “standby dayrate,” essentially 

reserving BP the right to move Deep Ocean Ascension to any location it deemed fit.  The 

standby rate was $360,000, substantially lower than the regular $540,189 per day, and it 

would be paid from August 2010 until either to June 1 or when the ship would eventually 

be put into service. Based on this arrangement, Pride lost an average of $180,000 per day, 

amounting to $5.4 million per month. Across 8 months, this resulted in $43.2 million in 

lost revenue across three consecutive quarters on Deep Water Ascension alone. One of 

the company's semi-submersibles, Pride North America, was also set to begin the first 

30-day contract with options to renew off the coast of Egypt in February 2011. This was 

cut short by the Egyptian revolution, and the company attributed a $16 million loss to 

planned upgrades and “civil unrest.”
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The Arab Spring took Libya and Egypt out of service as prospective markets for 

Pride and BP's operations. Revenues for the company's Deepwater segment were up 17 

percent from the previous year thanks in part to the standby rate collected from the 

delayed deployments of the Deepwater ships Ascension and Clarion, which was placed 

on a slightly higher standby rate of $380,000. Pride's net income decreased 23 percent 

from the previous year entering 2011, falling to $219 million from $285 million in 2010. 

The effect of the Spring on Pride's business, at a total of $59.2 million in lost revenue, 

was not entirely negligible. In May 2011, Ensco plc acquired the company and became 

the world's second largest deep sea drilling company in the world. It finished 2011 with 

$600 million in profit off of 2.8 billion in revenue.

Ultimately, in Pride's case, with respect to the moratorium, the effect of the Arab 

Spring was indirect. Rather than functioning as a direct part of the company's operations, 

the Libyan revolution only served to pull a contingency plan off of the table. Without that 

plan, however, millions were lost not only by Pride itself but by the affiliates that used its 

drill ships and floating rigs.

Weatherford's and Pride's combined impact from the Arab Spring and the 

Macondo blowout are quantifiable, but the effects of both on the global oil economy are 

subject to debate. Kieburtz said, “Clearly both are major events in their own ways,” and 

noted that trying to say one impacted more than the other “betrays their [respective] 

nature[s].”

“The Arab Spring, as big as it was, wasn't an unknown risk,” Kieburtz continued. 

He was referring to the risks associated with terrorism or civil unrest, which were found 

in every financial statement from the oil companies profiled in this piece. Preparation for 
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doing business in an area like Libya includes hiring private security firms, in addition to 

purchasing specialized insurance to cover kidnappings and other risks. “It didn't take the 

industry completely by surprise,” Kieburtz said. He noted that higher-level workers – the 

top talent previously mentioned – were protected. Lower-level workers were able to leave 

when the situation called for it. This is in contrast to what happened on the Deepwater 

Horizon rig, which happened as a consequence of company negligence. Kieburtz noted 

that the employees there couldn't just leave when the explosion took place. In contrast to 

Libya, where workers could run away from an encroaching danger, the employees on 

Deepwater Horizon didn't have that option. 

From a liability perspective, the Arab Spring did not occur as a direct 

consequence of company conduct. The Macondo explosion, on the other hand, occurred 

from a failure to address faulty equipment. The industry wasn't directly responsible for 

the Arab Spring, but it was for Deepwater Horizon.

Some analysts have said that the Arab Spring had more of an impact, citing 

concerns about supply and oil availability. “In the Arab Spring, you had a disruption to 

oil supply. Not drilling. Macondo only affected drilling,” Molchanov said, noting that the 

moratorium on permitting did not stop existing drilling in the Gulf of Mexico. In spite of 

the increased regulation and the consequent drop in permitting for new activity, older 

installations continued to drill, in stark contrast to temporarily taking an entire oil reserve 

off of the market. “It had a direct physical effect on supply.”

Other analysts say that the fallout from the Macondo explosion may carry a 

longer term impact than the Arab Spring. “It changed the way oil companies do 

business,” said Anderson, noting that due to the negative publicity generated by the spill 
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that “no one wants to be another BP.” Anderson also noted that increased regulations 

have made offshore drilling much safer for employees on rigs, as rig owners are operators 

are holding their employees and contracting companies to a much higher standard. 

Noting that it was the blowout preventer, a valve that regulates the flow of oil or gas, that 

had exploded on Deepwater Horizon, Anderson said that companies are now testing these 

valves every week. A normal pre-explosion rate would have been once every two weeks. 

Both Anderson and Herbert note that companies that provide safety and management 

services for equipment like this are seeing a boom in business as a result of increased 

sensitivity to safety. Philip Miller, an analyst with Strategic International Securities, said 

“the Macondo blowout was more significant [than the Arab Spring] in that it put more 

regulations on the industry which, in the long term, is a good thing.”

Simpson said that the Macondo reservoir has “a substantial level of activity yet to 

be done” in developing it. The capacity of the ”prospect,“ as it is known in the oil trade, 

is estimated to be 50 million barrels (for comparison, Libya has proven reserves of 46.6 

million barrels). In spite of the lifting of the drilling moratorium in October 2010, 

complaints about the speed of permitting persist. 
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The Arab Spring: Special Cases

Whereas the previously profiled companies are primarily focused on the 

exploration, production or drilling of oil and gas wells, Newpark Resources and Willbros 

are special cases when discussing the effects of the Arab Spring. Newpark is a 

multifaceted smaller company that had a relatively small operation in Libya, while 

Willbros exited Libya just months before the Spring. 

Newpark is unique, as its business is manufacturing specialized fluids systems 

and mineral grinding operations in addition to normal drilling operations.  Its fluids are 

used in assisting the removal of cut rock and debris during the drilling process, and are 

used not only with its own drilling projects but are also available for sale to competitors 

and other companies. This is in addition to conventional drilling projects throughout 

North America, including the Gulf of Mexico, parts of Europe, North Africa and Brazil. 

The company also sells industrial-grade mats used to protect soil during drilling 

operations, and offers waste disposal services for waste generated by normal E&P 

processes. Because of this unique set of services, and unlike larger players like 

Schlumberger and Baker Hughes, most of Newpark's revenue (76 percent for FY 2010) is 

generated domestically. 

In Newpark's case, more drilling means more opportunities to sell its specialized 

fluids and mats in addition to the drilling that it does itself. Because of this, its business 

relies not only its own ability to gain new drilling business, but also the ability of its 

customers to find new drilling business. Much like other oil field service companies, 

Newpark thrives when everyone drills. That drive is based on the number of active rigs 

and the price of oil, both of which had healthy increases throughout 2009, 2010 and 2011. 
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What this means is that, with respect to Libya, the impact of the Arab Spring on 

Newpark's bottom line was again substantial, but not fatal. What really concerned the 

company was the Deepwater Horizon disaster, and how the moratorium would affect 

drilling in the Gulf of Mexico. 

The Europe/Middle East/Africa (EMEA) region of Newpark's 10-K for FY 2011 

states that, in spite of Libyan and Tunisian interruption from the revolution, revenue grew 

2 percent year over year from FY 2010 from $111 to $113 million. The growth could 

have been better, as North American revenues grew 38 percent, from $402 million to 

$533 million in 2011, led by a massive 125 percent growth in Canadian revenue. Latin 

American revenue also grew 23 percent, from $61 million to $75 million, and an Asian 

Pacific region was added to the company through acquiring Australia-based Rheochem 

Limited in April 2011, which added $24 million in revenue. 

The price Newpark placed on Tunisian and Libyan interruptions was $5.9 million 

and $10 million, respectively. In dollar amounts between 2010 and 2011, that would have 

added $15.9 million to the relatively meager $1.9 million increase year-over-year. 

Without the Arab Spring, Newpark's revenue from the region would have increased $17.8 

million, or nearly 16 percent year-over-year. For the rest of the company, waste 

processing income was flat from 2010 to 2011 at $48 million for each year, as permitting 

issues prevented a recovery. In spite of Arab Spring-related losses, revenues for 2011 

were over $958 million, with $80 million in profit. According to the company's latest 

SEC filing, Newpark has not abandoned Libya, but has still not resumed operations.

In the case of Willbros, it was the only Texan oil field company to not be affected 

in any way by the Arab Spring. However, Willbros' involvement in Libya exemplifies the 
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optimism that the oil industry put on an opening Libya, and how easily those fortunes can 

turn. 

Willbros was hit hard by the financial crisis in 2008 as credit became harder and 

harder to secure. With this in mind, the company placed its sights on international growth 

beyond its normal U.S., Canadian and Oman markets. To diversify its revenue sources 

from piping and normal production and exploration, the company sought long-term 

management contracts that guaranteed predictable income. For 2009, the majority of 

revenue came from smaller North American contracts worth $982 million. 

Libya was to be the first of many projects in the greater Middle East. The start of 

that was a five-year engineering and management deal to provide engineering and 

managing consultation for the government's Great Man-Made River Authority. The 

GMRA, funded largely by the Qaddafi family, is an immense irrigation system built over 

the span of 30 years, even appearing on Libyan currency. Cost estimates for the project 

have approached $25 billion. And with the American economy now open to dealing with 

Libya, Willbros wanted a piece of the project. Upon winning the contract, the company 

was to “[act as] the government’s representative during the expansion of certain pipeline, 

pumping and other support facilities.” Willbros was optimistic that this would get it more 

work in the country for its upstream and downstream oil and gas segments. (Upstream 

generally involves finding and producing hydrocarbons; downstream refers to refined 

products.) The following statement comes from the company's 10K for FY 2009:

“Our investment in establishing a presence in Libya has resulted in an award for 

program management and engineering services. We believe we have additional 
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opportunity for both our Upstream Oil & Gas and Downstream Oil & Gas 

segments to participate in much needed refinery upgrades and new field 

developments as international oil majors bring new investment into this recently 

re-opened, albeit slowly developing, market.”

Of the company's 3,714 employees in 2009, seven were sent to lay the 

groundwork for Libyan operations, and the company's grand expectations. 

However, Libya would not appear again until the company's 10-K for FY 2010, as 

Libya was filed under “discontinued operations.” Willbros exited the country toward the 

end of 2010, including the venture as part of a $31 million loss for FY 2010. The 

company remarked that its Libyan contract “[had] not yielded any notice to proceed on 

subject awards.”

Analyst Simpson, commenting on the business environment for companies 

dealing in Libya, said that this type of behavior from Qaddafi was normal. “Qaddafi 

changed the terms of deals that were already done,” he said. “In three years, Libya will be 

better off without Qaddafi.”
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The Arab Spring:   Total Fiscal Impact from Available Data  

The impact of the Libyan Arab Spring was felt by many of Texas' oil field 

companies, but the lasting effects of revolution on their bottom lines were small in 

comparison to the business they conducted. Larger companies like Schlumberger, Baker 

Hughes and Weatherford were able to better absorb the impact of revolution and civil 

unrest thanks to performance in other markets – including unprecedented domestic oil 

drilling and plays across North America for natural gas – and being able to effectively 

mobilize their employees to other markets when necessary. Even in the wake of 

concurrent environmental disasters like Deepwater Horizon, Texas oil field companies 

emerged largely unscathed. As the political drama continues to unfold in the region, the 

oil industry's interest in Libya continues, with companies beginning to resume activity. 

In the interim, financially speaking, the effect of the revolution on Texas' oil 

economies was small. When attempting to place a price on revenue lost from the 

revolution, the sum pales in comparison to the combined revenues that Texas' companies 

did bring in:
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Table 3: The Impact of the Arab Spring, Quantified with Available Data

Company 2011 Revenue (in 
millions)

2011 Net Income 
(in millions)

Libyan 
Assets Values 
(in millions, 

when 
available)

Lost 
Revenue 

(in 
millions, 

from 
available 

data)

Schlumberger $36,959 $4,997 $60 X

Newpark $985 $80 X X

Weatherford $12,990 $262 $59 $224

Baker Hughes $19,831 $1,793 $160 X

Pride Intl* $393 $30 X $59

Total $71,158 7,162 $279 $283
*Pride International was acquired by Ensco in May 2011, and reflects the company's only 10-Q statement  

for the year.

In 2011, five oil companies alone generated $71.1 billion in revenue; the Arab 

Spring accounted for a loss of only 0.39 percent. If Pride International is removed due to 

its acquisition by Ensco, that variable changes to 0.31 percent. Lost assets for Baker 

Hughes, Weatherford and Schlumberger only account for 0.39 percent of total revenue. 

With the price of oil at $102.84 as of mid-April 2012, demand to draw more oil will keep 

Texas' oil field companies working, and activity is projected to recover.

Based on initial reports from the New York Times, the new Libyan leadership is 

anxious to return to pre-revolution levels. Pre-revolution U.S. sources estimated that 

petroleum exports accounted for 95 percent of total export earnings, which constituted 65 

percent of the Libya's GDP and accounted for 80 percent of government revenue. Paolo 

Scaroni, chief executive of Eni S.p.A., the Italian oil company that is by far the biggest 
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foreign producer in Libya, told the New York Times in November of 2011 that “in a 

country like Libya, oil is everything. At the end of the day, the government spends most 

of its time taking care of oil.” Molchanov said Libya would return to pre-Arab Spring 

output by the middle of 2012. Factional violence still plagues recovery in the country, 

though, which may be a deterrent to future investment. Given Libya's proven 46.6 million 

barrel reserve, the temptation for drilling it may outweigh the risk.
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The Future of Libya and the Region, Post-Arab Spring

What might happen in a post-Qaddafi Libya if a new government is successful in 

realizing the political and social ambitions of its people? Prosperity comes at a price, and 

a return to pre-war oil production and a GDP of $92 billion could go a long way with a 

population of 6.7 million people. What might happen, with respect to the world's oil 

economy and gas prices should the populations of places like Libya, Egypt and Syria gain 

a quality of life similar to most Western nations, or even in emerging economies like 

India and China?

According to Michelle Foss, chief energy economist at the University of Texas' 

Bureau of Economic Geology, the global oil economy won't change much, if at all. On 

the effects of revolution, Foss said oil prices would largely stay the same, due largely to 

sustained demand from emerging economies like India and China. “These countries are 

so large, they have so much pent-up growth potential that it has skewed oil markets and 

expectations heavily,” she said in an email. Any disruption to those transactions would 

have to be large. The market is also subject to certain rules by those that have the oil. 

Foss notes “companies can only explore for, and develop, oil and gas resources in places 

where governments effectively 'invite' them by providing good, clear rules for 

participation,” which can be a restriction that applies to publicly traded or nationally 

owned oil companies alike.

With regards to the Arab Spring itself, Foss is equally pessimistic, citing the use 

of subsidized oil as a means to bolster domestic political support. According to Foss, 

populations in the Middle East “see heavily subsidized prices that reflect both relative 

resource abundance and overt strategies by their governments to encourage political 
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stability.” In an early response to the spring, Jordan's King Abdullah reinstated and 

extended popular subsidies to preserve social stability. In the long term, however, Foss 

said subsidies, especially with a concurrent rise in domestic demand for energy, are 

detrimental and will preclude the future that many protestors are clamoring for. Rising 

demand on artificially cheap oil leads to scarcity, she states, and will push people into 

unregulated and dangerous black markets. “Governments argue that subsidies help the 

poor. They do not. They help wealthy, entrenched interests,” she said.

And wealthy they have become. Saudi Arabia is the second-largest vendor of 

foreign oil to the U.S., and 90 percent of Saudi export revenue comes from oil, earning it 

$315 billion in 2011. It also employs domestic subsidies, with oil priced at an average of 

50 U.S. cents a gallon at the pump. That price not only affords domestic stability, but also 

regional influence, as Saudi Arabian oil revenue is a routinely invested in infrastructure 

projects throughout the Middle East. With respect to the ongoing revolutions and the oil 

trade, the Arab Spring continues in places that are, for lack of a better word, convenient 

for business. Syria and Libya are not Saudi Arabia and Kuwait.

Societies and cultures are also somewhat different in the Persian Gulf countries, 

or the GCC (Gulf Cooperation Council, made up of Saudi Arabia, Kuwait, Bahrain, 

Qatar, the United Arab Emirates and Oman), said analyst Molchanov, who raised two 

points. When discussing the Persian Gulf in terms of civil unrest, Molchanov noted that 

“these are very, very prosperous places to live,” with individual income rivaling or 

surpassing some countries in the West. Unlike governments that are seen as corrupt, like 

those of Qaddafi’s Libya or Mubarak's Egypt, the wealth of a country like Saudi Arabia 

or Kuwait visibly reaches its citizenry. In Molchanov's words, “The citizens are well 
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taken care of.” It's that type of support that has earned these leaders respect. In spite of 

their own authoritarian rule, leaders in the Persian Gulf – all religious monarchies – are 

seen as legitimate compared secular rulers in other areas. “The authoritarian regimes that 

rule the GCC are seen as more legitimate than the secular despots,” he said. 

There are more similarities between GCC nations and regional secular states than 

are immediately apparent. Saudi Arabia's official employment rate is 10.9 percent, but 

some unofficial estimates set it as high as 25 percent. In Syria, that number was 8.1 

percent in 2010. In Libya, a 2004 estimate put it at 30 percent. Saudi Arabia also shares 

similar age statistics with Syria and Libya, with the median age for each between 21 and 

25 years told. Young, unemployed and politically repressed have been the ingredients for 

the powder keg that became the Arab Spring. 

Those similarities were compelling. Anderson stated that there was a real concern 

among some investors and the industry that the revolution might spread from historically 

riskier markets to historically stable ones like Saudi Arabia. “Where it was wasn't a big 

deal,” he said, noting that most of the symptoms that led to the ousting of Qaddafi and 

Hosni Mubarak in Egypt were the same ones in more stable markets. The revolution's 

possible spread was described by analyst Kieburtz as “a wildfire-type wave going across 

the region.” With that metaphor in place, Kieburtz also offered Bahrain as an example of 

a “smoldering ember” from the initial wave in the form of anti-Grand Prix 

demonstrations that took place in the country in April 2012. When the Arab Spring made 

it to Bahrain, parts of the majority Shi'a population rose up against the Sunni-led 

monarchy but were promptly and brutally silenced. Even so, Kieburtz said that “the risk 

appears to have abated” with respect to the Persian Gulf.
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In fact, only one company shared the possibility of the revolution spreading to 

GCC countries with its investors during the Arab Spring. This excerpt, taken from 

Weatherford's FY 2010 10-K, spells out that possibility clearly, and reads as a warning to 

observers and investors alike:

“We have assumed that cessation of business activities in parts of the Middle 

East and North Africa regions due to political turmoil will be short-lived, that the  

negative impact on our business will not be material, and that the region will not 

experience further disruptive political revolution in the near term. However, if 

political violence were to curtail our activities in other countries in the region 

from which we derive greater business, such as Saudi Arabia, Iraq and Algeria, 

and particularly if political activities were to result in prolonged violence or civil 

war, we may fail to achieve the results reflected in our forward-looking 

statements.”

Even with the first year of the Arab Spring in hindsight, it's impossible to predict 

how the landscape will unfold. In the meantime, Texan oil field companies have felt 

confident enough to return, and are already drilling as the new political landscape takes 

shape in the Middle East and North Africa. 

Shokri Ghanem, the former top oil official under Qaddafi, told the New York 

Times in October 2011 that many issues still needed to be addressed before pre-

revolution production numbers could be met. But after some discussion about the 

structure and composition of the new government, he reserved his emphasis for security 
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and stability. “It depends on the way you look at the security question. If security 

prevailed in the country... then pre-war production will be achieved again,” he said. 

Ghanem is absolutely right. Qadaffi, and others like him, provided stability 

through ruthless brute force and incessant nationalist rhetoric. In 2011, in response to 

decades of empty promises and stagnation, those populations rose up and demanded 

political, social and economic satisfaction. If the leaders of the revolution can't keep their 

promises to their people, then their ability to provide a stable environment for oil 

companies will suffer. In that event, companies like Schlumberger and Weatherford will 

take their talent and resources and go to another market.

They've done it before. And if there's oil to draw outside of a conflict zone, they 

won't hesitate to do it again.
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