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The article is devoted to the problem of development of oil and gas service. The transformation of the oil and gas
sector with the separation of independent enterprises and organizations providing services in the oil and gas service sec-
tor is compared by the author with the trend of rapid development of the service sector in the postindustrial economy.
The purpose of the study is to identify the general and specific characteristics of modern oil and gas services and to de-
termine the directions for the transformation of organizational forms of entrepreneurship in the sphere under considera-
tion. The growth of quantitative parameters of the oil and gas services market has been analyzed. The classification of
this market is proposed depending on the place of services in a single technological cycle in relation to the main oil pro-
duction process. The positive consequences of the development of oil and gas services for the development of oil and gas
production have been systematized. Basic organizational models of entrepreneurship development in oil and gas service
are generalized and substantiated. It is shown that the main influence in the market of services is taken by vertically inte-
grated national oil and gas companies, as well as by international companies that provide service support for the work of
Russian oil and gas companies. The results of a comparative analysis of advantages and disadvantages of organizational
models of entrepreneurship in the field of oil and gas services are presented. It is proved that oil and gas service as an or-
ganizational form of entrepreneurship in its development reflects the general trends of the post-industrial economy. Spe-
cific features of oil and gas service in Russia are singled out. The revealed directions of transformation of organizational
forms of entrepreneurship in the sphere of oil and gas service in current conditions can be used in the formation of state
programs in the field of industrial development, the high-tech sector, and in working out strategies for the development
of enterprises and organizations providing services in the oil and gas sector.

Key words: oil and gas service, service sector, post-industrial economy, entrepreneurship, high-tech services

How to cite this article: Vasilenko N.V. Development of Oil and Gas Service as Organizational Form of
Entrepreneurship in Post-industrial Economy. Zapiski Gornogo instituta. 2017. Vol. 227, p. 597-602. DOL 10.25515/
PMI.2017.5.597

Introduction. The transition to a post-industrial economy is, first of all, characterized by rapid
development in the structure of the world economy of the service sector. The tendency to increase
the share of revenues from services in GDP was manifested in the developed countries in the
60-70's of the XX century. By 1995, the service sector had reached 66 % of GDP in countries with a
high level of development, 52 % — with an average and 35 % — with a low level of development
(StatisticsTimes.Com). At present, 63.5 % of world GDP is produced in the services sector. The
largest producer of services (about 13.5 trillion dollars) are the United States. The services sector
surpasses the share of GDP in industry and agriculture in 194 countries all around the world, and in
30 of them 80 % of GDP is comprised of the service sector. In the Russian Federation, the share of
services in GDP for the first time exceeded the share of goods in 1994, and in 2010 amounted to
66 % compared to 32 % in 1989 (www.gks.yu), while the share of people employed in the services
sector was in 2014 65.8 % against 64.4 in 2010 and 45 % in 1990 (worldbank.org).

However, the development of the service sector does not eliminate the need for material goods
created in material production. A more detailed analysis shows that changes in the structure of so-
cial production and the growing role of the service sector in the social division of labor are associ-
ated with several trends, the most important of which is the intellectualization of services and the
increase in their science intensity. This leads to the transformation of the organizational forms of
entrepreneurship, which, in an effort to reduce production and, mainly, transaction costs, is looking
for ways to increase the flexibility of its production activities. The solution lies in the disaggrega-
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tion of industrial companies, in their outsourcing of supporting and servicing processes, in general,
separate functions of the enterprise, such as research and development, marketing, engineering, fi-
nancial services, etc. [16].

Further development and advancement of the sphere of services is accompanied by the ap-
pearance of completely new types of services, confirming the interconnection of the sphere of
services and material production. The service sphere covers a significant number of activities,
the boundaries of which do not always coincide with the borderlines of the branches of the
economy [11, 15]. This situation was reflected in the new version of the All-Russian Classifier
of Types of Economic Activities «All-Russian Classifier of Economic Activities» OK 029-2014
(NACE Rev.2), where in section B — «Mining» we find subsection 09 — «Provision of services
in the field of mining», and in section C — «Processing industries» we find subsection 33 — «Re-
pair and installation of machinery and equipmenty, etc.

Formulation of the problem. The abovementioned trends can also be observed in the oil and
gas industry, which composition can now be summarized as the sum of two important components:
oil and gas production, and oil and gas services, which are part of a unified technological and logi-
cal cycle of the oil and gas industry [6]. The analysis of the state and the determination of the fac-
tors and prospects for the development of the oil and gas sector of the national economy and the
world as a whole at the present time, in the author's opinion, cannot be complete without taking into
account the tendencies of the emergence of a post-industrial type of economy, which, in comparison
with the industrial type, has a different technological, resource and organizational basis. By relying
on the results obtained in the field of research on the transformation of organizational forms of en-
trepreneurship we will be able to make more informed decisions in the sphere of strategic manage-
ment of oil and gas service enterprises.

In addition, the oil and gas sector in general and oil and gas services in particular have specific
characteristics that distinguish them from other types of service activities. For example, oil and gas
service has a special significance in the field of economic and environmental security of the national
economy, etc. The study of these and other features in turn can create the prerequisites for the further
development of the theory of the post-industrial economy in terms of its service components.

This article is devoted to identifying the general and specific characteristics of oil and gas ser-
vices and determining the direction of transformation of organizational forms of entrepreneurship in
the oil and gas service in the conditions of the post-industrial economy is devoted to this article.

Methodology. We have used the methods of generalization, systematization, comparative
analysis, and statistical methods of data processing.

40 —

30 28.0

19.7

5.6

Oil and gas services, bill. of dollars
)
S
|

" T T T T T T T T T T T !
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 Year

Dynamics of oil and gas services market development in Russia

598

Journal of Mining Institute. 2017. Vol. 227. P. 597-602 e Geoeconomics and Management



42, Natal'ya V. Vasilenko DOI: 10.25515/PMI.2017.5.597
LY. Development of Oil and Gas Service as Organizational Form of Entrepreneurship ...

Table 1
Types of oil and gas services in relation to oil and gas production [S, 8]
Place of service in relation to production process Example
Ex ante Geological exploration, including seismic research and geophysical work

Capital construction of infrastructure (roads and other facilities)
Construction of oil and gas wells

In-service control Well drilling and support works

Service maintenance of oil production equipment

Services of technological and general transportation

Enhanced oil recovery activities

Ex post Overhaul of oil wells and equipment

Nature protection activities

Discussion. The total volume of the oil and gas service market in Russia is estimated at about $
40 billion (see Figure ), with a tendency to increase due to the growing technological complexity of
oil and gas production in the context of the need to develop new oil and gas provinces [3].

At present, the oil and gas sector includes enterprises and organizations whose main activity is
the provision of services that provide and accompany production activities in the oil and gas sector. In
Table 1, these services are divided into three groups, depending on the stage of oil and gas production.
As the data in the table show, oil and gas service covers the entire technological cycle and currently
became an essential element of it.

In the opinion of many researchers [1, 2, 5, 8, 10, 13-14], the transition of supporting and non-
profile activities in the oil and gas sector to service maintenance is very promising, since it allows:

—to reduce the cost of oil production, since more than 25 % of direct costs in the structure of
producing cost of oil account for the cost of service itself;

— create prerequisites for involving in turnover the field deposits with hard-to-recover reserves,
as well as conserved wells;

— to increase the reliability and safety of the operation of technological equipment and the level
of maintenance works;

—to increase the capitalization of the oil company by solving the problems of improving the
organization issues concerning production processes;

—to provide conditions for the formation and development of small and medium-sized oil and
gas producing companies in a competitive environment.

The overall generalization of existing approaches [1, 4-5, 9, 10] allows to distinguish three ba-
sic organizational models of development of entrepreneurship in the oil and gas service:

— vertically integrated national oil and gas service;

— oil and gas service provided by large international companies;

— independent national oil and gas service.

The first organizational model of development of entrepreneurship in oil and gas service sug-
gests that the company uses its own divisions to provide the main oil and/or gas production with
supporting services. According to some estimates, the share of the market for services of vertically
integrated oil companies makes up 30-40 % of the oil and gas service market. Examples of Russian
oil and gas companies operating within the framework of the first model include PTC «Gazpromy,
PTC «Gazprom Neft», OJSC «Surgutneftegaz», PTC «Tatneft», and others.

The formation of the second organizational model for the development of entrepreneurship of
the oil and gas sector reflects the penetration of large foreign service companies that provide oil and
gas services to the Russian market. These include «Schlumberger», «Halliburton», «Baker

599

Journal of Mining Institute. 2017. Vol. 227. P. 597-602 e Geoeconomics and Management



S Natal'ya V. Vasilenko

B

DOI: 10.25515/PMI.2017.5.597

#  Development of Oil and Gas Service as Organizational Form of Entrepreneurship ...

Table 2

Comparative analysis of advantages and disadvantages of organizational models of entrepreneurship for companies
(organizations and their subdivisions) of Russian oil and gas service sector

Models Advantages

Disadvantages

Vertically integrated
national oil and gas
service

Inaccessibility of the domestic market
of the parent company for competi-
tors, which guarantees the stability
of the cost price of the provided
services

Provision of required technology and
technological equipment

Availability of substantial employ-
ment benefits for staff members

Provision of access to advanced sci-
ence-based technology for Russian
consumers

Oil and gas service

provided by large in-

ternational companies

Possibility to share experience in the
field of service companies’ man-
agement

Independent national
oil and gas service

Independence of service companies in
selecting partners and terms of con-

The presence of non-core assets that reduce the level of capi-
talization of the company

Strict tailoring of service enterprises (divisions) to the requests
of the parent company, which reduces the possibility of de-
velopment in other areas

The higher cost price of a number of services in comparison
with other models

Increasing the technological backlog of Russian service com-
panies’ due to insufficient funding of relevant research and
almost complete absence of transfer system for technologies
of transnational companies into Russian ones
Risks of takeover of Russian independent companies

The decline in the level of economic security of the country
due to the significant presence of foreign capital
Limited investment and intellectual resources

Relatively low range of provided services

tracts

Possibility of full load of available
capacities

The difficulty in providing the required level of quality due to
insufficient technical equipment

Flexibility and mobility in adapting to
the market conditions

Hughes», «Weatherford», which have production bases, research centers, as well as their own
equipment production and provide a wide range of services to Russian oil and gas companies oper-
ating in various geographical areas, including Western Siberia, the Republic of Komi, Sakhalin and
Eastern Siberia.

The third organizational model of development of entrepreneurship in the oil and gas service
involve the separation of service structures from independent Russian oil and gas enterprises
into independent businesses. The preconditions for the emergence of independent Russian en-
terprises on the oil and gas service market were created by the processes of releasing oil and gas
production enterprises from non-core assets in the 1990s and the early 2000s.

The advantages and disadvantages of all three organizational models of entrepreneurship in the oil
and gas service for service enterprises (organizations and their subdivisions) are presented in Table 2.

The advantages and disadvantages listed in the table have caused the situation when the
Russian oilfield service is currently represented by 300 companies, which can be grouped as
follows [7]: subdivisions of vertically integrated oil companies; large international companies;
large Russian service companies, including those with involvement of foreign capital, for ex-
ample LLC «Drilling Company «Eurasia»; small and medium-sized Russian service companies.
Calculations show that currently about 30 % of the volume of oil and gas service is performed
by independent private, state and public-private Russian companies [5].

Oil and gas service as an organizational form of entrepreneurship in its development reflects the
general trends of the post-industrial economy. Complications of the conditions of oil and gas produc-
tion leads to an increase in the share of high-tech services [6, 7], which is provided by oilfield service
companies by deepening the division of labor, the possibility of attracting highly qualified specialists,
etc. At present, such service companies are one of the main factors in the innovative development of
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the oil and gas complex in Russia, ensuring the stabilization of production in the old oil-bearing areas,
accelerating the involvement and development of low-margin fields [4]. Similar risks for the disag-
gregation of companies and identification of independent activities are the risks accompanying the
transformation of the organizational model of entrepreneurship. These should be attributed to the dis-
advantages of the third model (Table 2).

At the same time when choosing the organizational models of entrepreneurship in the sphere
under consideration, it is necessary to take into account the specific features of oil and gas service.
The most important among them are [6] provision of energy, ecological [17], national, economic
security of the country, as well as implementation of geopolitical and geo-economic goals and tasks
of the state [16], implying that Russia's confident presence in the oil and gas market will allow it not
only to expand the export of high-tech products, but also significantly strengthen the country's eco-
nomic and geopolitical position.

Conclusions

The analysis of conditions and major trends in development of oil and gas service in Russia al-
lows to make the following conclusions:

1. The separation of services in the oil and gas industry corresponds to the general trend in the
development of the service sector in the postindustrial economy and is confirmed in the world and
Russian economic practices.

2. The formation of independent organizational models of oil and gas services is conditioned
by the increasing complexity of hydrocarbon production conditions, which requires knowledge-
intensive, high-tech services provided by large specialized companies. This leads to a change in the
structure of the oil and gas sector in favor of o1l and gas services, and this trend will increase in the
short-term perspective.

3. The specifics of the development of oil and gas services in Russia are due to the specializa-
tion of the national economy into mineral resources area, the existing tendencies of monopolization,
and the need to solve geopolitical tasks in the current political situation.

4. The revealed directions for transformation of organizational forms of entrepreneurship in the
sphere of oil and gas service in current conditions can be used in the formation of state policy in the
field of industry, the high-tech sector, and also in the development of strategies for the development
of enterprises and organizations providing services in the oil and gas sector.
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