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It’s no secret that the oil and gas sector has 
been one of the few bright spots in the 
U.S. economy during the past few years. 

Luckily, Texas has been a major beneficiary 
of increased oilfield employment, and that 
continues to have a positive impact on many of 
the state’s real estate markets. 

A recent PricewaterhouseCoopers (PWC) report estimates 
that the oil and gas industry supports about two million direct 
and indirect jobs in Texas that power 24 percent of the state’s 
economy. As a result, residential and commercial real estate 
markets in Texas are largely outperforming those in the rest of 
the country. 

How have the state’s hottest oilfield employment areas 
been performing? Has the decline in natural gas prices had an 
impact on these areas? How could Texas real estate markets 
be affected if crude prices remain high and natural gas prices 
stay low? 

Three Key Oilfield Plays
Although employment gains are being felt well beyond the 
oil patch, some of the biggest effects have been in areas at the 
heart of the drilling activity. This research reveals the signifi-
cant impact oil and gas activity is having on some of the most 
active counties in the Permian Basin, Eagle Ford and Barnett 
shale regions or “plays.” 

These three plays each span two dozen or more counties. 
However, many counties have seen little or no economic 
benefit from recent increases in drilling activity. Only the five 
counties with the highest rig count in each play are repre-
sented in the employment statistics of this analysis, so results 
reflect the areas heavily influenced by drilling activity. 

Rig count for the Permian Basin and Barnett shale was cal-
culated from January 2005 forward. Since the first shale well 
in the Eagle Ford was not completed until 2008, rig count was 
calculated from January 2008 forward for that play.

The top five counties in each play are: Barnett — Denton, 
Johnson, Parker, Tarrant and Wise. Eagle Ford — Dimmit, 
Karnes, La Salle, McMullen and Webb. Permian Basin —  
Andrews, Martin, Midland, Pecos and Upton. 
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Employment Trends, 2006–12
Total private job growth (Figure 1) in the most active 
Barnett shale counties closely resembles the state’s 
job growth pattern. This is primarily because of the 
large populations and diverse economies of Tarrant 
and Denton counties, where oil and gas activity has a 
smaller role. 

In contrast, the less populated counties in the 
Permian Basin and Eagle Ford shale plays show more private 
employment volatility. None of the three plays totally es-
caped the negative effect of the recent recession on private job 
growth. 

Job growth in the mining and oil and gas sector (Figure 2) 
was strong in the Barnett in the two years leading up to the 
recession. The Barnett is largely a dry natural gas play, and 
natural gas prices were relatively high during this period. The 
average monthly wellhead price peaked near $11 per thousand 
cubic feet (mcf) in mid-2008 (Figure 3), while spot futures 
prices reached record levels at just under $14 per mcf. 

The negative oil and gas job growth in the Eagle Ford before 
2008 and strong positive growth since 2010 shows the dramatic 
difference in oilfield activity before and after shale discover-
ies. The rate of year-on-year job growth exceeded 90 percent in 
June 2011.

Positive oil and gas employment in the Permian held up 
much longer than the other two plays and Texas as a whole, 
finally falling to a brief negative period in 2010. The Permian 
has traditionally been an oil play, 
and oil prices in excess of $100 per 
barrel throughout much of 2008 
likely extended positive job growth 
through 2009. The ensuing drop in 
crude prices to the low $40s may 
have also led to the employment 
decline during 2010. 

Rig Count’s Effect on  
Private Employment
The rig count for all 24 counties 
in the Eagle Ford was low yet 
fairly stable into 2008 (Figure 4). 
However, the pre-shale rig levels 
were not a large enough influence 
to protect private employment in 

Figure 1. Total Private Employment
Percent Change from Same Month a Year Ago
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Figure 2. Mining , Oil and Gas Employment
Percent Change from Same Month a Year Ago
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Figure 3. Natural Gas Wellhead Price
vs. West Texas Intermediate Crude Price
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Source: Energy Information Administration
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Figure 4. Eagle Ford Shale Average
Monthly Rig Count versus Percent

Change in Total Private Employment

2005 2007 2009 2011 2012
Sources: Smith Services and Texas
 Workforce Commission
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the core counties from the effects of the 
recession. Negative job growth spanned 
early 2008 through early 2010. 

As rig count began its rise in 2009 on 
the back of the Eagle Ford shale discover-
ies, private employment growth shortly 
followed. The increasingly close connec-
tion between rig count and the Eagl-
Ford’s total private employment growth 
becomes obvious from 2009 through late 
2011. The tapping out of local labor may 
explain the divergence between private 
employment and rig count that began in 
2012. 

The combined effects of the recession 
and declining rig count in the Permian’s 
27 Texas counties (Figure 5) following 
the rapid drop in crude prices worked 
together to drive private job growth into 

Figure 5. Texas Permian Average
Monthly Rig Count versus Percent

Change in Total Private Employment

2005 2007 2009 2011 2012
Sources: Smith Services and Texas
 Workforce Commission
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Figure 6. Barnett Shale Average
Monthly Rig Count versus Percent

Change in Total Private Employment

2005 2007 2009 2011 2012
Sources: Smith Services and Texas
 Workforce Commission
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Sales of Goods and Services Subject to State Sales Tax
Year–to–Year Percent Change in Dollar Value

Top Five Eagle Ford Counties  
by Drilling Activity

Top Five Barnett Counties  
by Drilling Activity

Top Five Permian Basin Counties  
by Drilling Activity

Date Dimmit Karnes La Salle McMullen Webb Denton Johnson Parker Tarrant Wise Andrews Martin Midland Pecos Upton

2005 Q1 9.1 2.2 0.9 40.9 12.1 12.4 15.6 24.8 9.8 19.7 33.0 23.8 20.1 9.9 38.5
2005 Q2 6.0 8.7 2.3 54.6 6.9 10.7 17.0 28.3 10.3 16.9 43.0 15.6 15.2 10.9 43.7
2005 Q3 11.4 6.7 12.7 58.6 10.1 8.8 14.0 22.3 9.3 16.0 34.0 –0.6 13.5 25.4 27.0
2005 Q4 6.2 10.0 4.3 26.1 11.5 11.8 17.7 27.5 12.1 20.2 29.4 –1.7 17.4 23.4 46.5
2006 Q1 11.4 4.7 8.1 –0.4 12.5 5.5 21.0 8.5 10.3 26.8 25.9 0.9 14.1 66.7 27.2
2006 Q2 12.3 –0.5 9.1 1.9 11.3 5.8 21.8 7.6 9.3 22.6 13.5 5.9 13.4 70.5 14.0
2006 Q3 13.3 –2.3 14.2 –10.0 9.6 5.1 21.0 7.3 8.4 22.9 16.4 23.9 20.5 50.5 37.0
2006 Q4 17.7 0.0 14.0 9.7 9.8 3.9 14.4 5.7 2.3 21.3 15.1 36.4 18.0 38.2 18.6
2007 Q1 4.7 4.3 3.9 22.6 4.6 7.7 20.1 16.2 0.4 12.4 19.4 24.3 14.7 45.0 14.2
2007 Q2 –1.5 14.7 8.2 53.1 2.2 3.6 17.9 15.8 –0.1 24.7 8.6 16.3 17.7 1.9 8.0
2007 Q3 1.3 21.3 –7.9 8.5 5.7 6.7 22.0 15.8 4.9 35.2 16.0 16.0 18.7 2.0 6.9
2007 Q4 3.4 11.3 –2.1 0.3 2.6 8.7 14.3 12.7 8.4 30.4 20.5 –12.5 11.6 6.7 –0.8
2008 Q1 8.9 10.7 25.6 17.8 2.0 4.7 11.1 10.1 8.7 24.0 23.9 13.4 19.8 –13.4 –8.2
2008 Q2 19.6 11.6 11.1 –27.1 2.2 9.4 12.2 11.9 10.9 19.0 43.0 30.8 32.0 62.1 –0.6
2008 Q3 29.7 17.4 78.2 2.3 0.8 9.4 10.7 15.3 7.0 4.4 48.7 10.3 34.7 73.8 8.5
2008 Q4 20.4 11.7 18.0 10.7 –7.6 –1.4 8.1 8.7 0.5 7.4 30.8 46.7 23.2 113.9 –0.2
2009 Q1 1.4 8.7 54.8 102.3 –13.3 –3.7 –4.2 –1.5 –5.1 –18.6 –17.2 8.8 –8.8 111.7 –10.8
2009 Q2 –7.8 –4.1 –19.7 –3.2 –13.3 –6.6 –16.2 –10.4 –11.7 –37.2 –36.4 –29.4 –31.4 –10.0 –28.9
2009 Q3 –16.3 –14.0 –19.3 –9.1 –17.2 –9.6 –23.2 –19.6 –14.1 –41.8 –36.6 –27.0 –35.9 –31.3 –40.3
2009 Q4 –13.1 –3.7 42.3 –16.0 –7.0 –4.7 –18.8 12.9 –10.6 –43.0 –28.0 –24.2 –28.6 –65.9 –14.8
2010 Q1 12.3 6.6 –17.9 –56.5 1.8 –0.3 –7.4 –12.2 –4.1 –22.5 7.5 –20.8 0.7 –20.2 21.8
2010 Q2 32.1 17.7 95.0 18.7 6.3 3.9 4.3 –1.8 1.8 3.7 45.0 22.9 28.5 –29.8 65.9
2010 Q3 83.9 25.3 58.9 39.1 11.2 3.5 11.7 2.0 3.1 13.0 32.7 49.1 33.0 –13.2 68.6
2010 Q4 74.1 42.7 46.3 150.0 11.0 7.0 9.7 –23.3 8.6 16.2 26.8 29.3 42.4 18.0 43.4
2011 Q1 78.9 86.7 98.6 134.8 12.9 6.1 6.0 7.3 6.5 8.7 34.5 46.1 45.1 –52.3 38.2
2011 Q2 97.3 72.1 86.8 208.6 12.1 5.9 16.6 4.0 5.5 9.0 31.1 12.4 37.0 43.0 34.9
2011 Q3 89.7 100.0 81.2 237.1 12.0 13.1 17.0 10.1 8.7 15.0 49.9 –1.5 41.3 48.5 38.6

2011 Q4 94.1 76.5 68.6 95.0 8.1 10.9 14.9 12.4 4.2 14.7 49.0 –12.2 27.8 67.5 38.3

Note: Blue numbers denote increases of 40 percent or more.
Source: Texas Comptroller of Public Accounts

negative territory. Job growth remained negative from early 2009 
to early 2010, springing back strongly with the increased rig 
count resulting from a sustained crude price and the success of 
hydraulic fracking in the Wolfberry and Bone Spring formations.

The Barnett region (Figure 6) showed negative private-sector 
job growth by mid-2008, even as the play’s 24-county rig count 
remained strong. Again, this reflects the stronger influence of 
the larger and more diverse economies of Tarrant and Den-
ton counties. Likewise, job growth since early 2010 has been 
positive in spite of a declining rig count from low natural gas 
prices. 

Gauging Economic Impact
Estimating economic activity in the state’s smaller counties can 
be difficult. However, the Texas Comptroller’s Office does offer 
a plausible proxy of county economic trends through its publi-
cation of historical quarterly sales tax data. 

The reports track data from all holders of sales tax per-
mits. The year-over-year percentage change in the amount of 

goods and services subject to sales tax (see table) reveals that 
all counties in the three plays were hit hard during 2009 as a 
result of the recession. 

More interesting is the varying speed at which sales have re-
covered since 2009. The large size and diversity of the Barnett 
play’s counties temper their ability to register high percentage 
gains in sales, although increases in total sales were substan-
tial. The effect of extremely low natural gas prices was not 
significant enough to produce negative sales growth. 

With the exception of Webb County, the percentage 
increases displayed in the Eagle Ford are impressive. 
Webb County’s population, like several other coun-

ties in the Barnett play, is relatively large. The county is also 
more diverse and dependent on economic trends that affect 
international trade rather than oil and gas activity. 

Several counties in the Permian also show large gains prior 
to the recession in 2008. This was likely a benefit of increas-
ingly high crude oil prices, culminating in a peak in the price 
around mid-2008. 

THE EAGLE FORD CABINS in Cotulla shelter the influx of oilfield 
workers. With 50 units (200 beds), this cabin community provides 
maid service along with three meals a day in a dining hall. (Below, 
right) Yorktown bustles with the addition of multiple RV parks and 
motels. The highways through town are busy with oilfield traffic.



THE TAKEAWAY

In the past two years, the high price of oil and the low price 
of natural gas have been working to the advantage of the 
Texas economy. High oil prices are promoting high explora-
tion activity. The low price of natural gas is providing a 
boost to the industrial and manufacturing sectors in Texas.

Texas Real Estate and Future 
of Oil and Gas

Forecasts are for the price of 
natural gas to remain about $3 
per mcf into fall 2012. Futures 

prices dropped below $2 per mcf on 
April 11, 2012, the first time since 
January 2002. Natural gas price 
volatility remains heavily influenced 
by weather and the amount of spare 
U.S. storage capacity. 

A March 2012 report by Citi Glob-
al Perspectives & Solutions argues 
that no significant dry gas drilling 
will occur until natural gas futures 
begin to near the $5 per mcf mark. The consensus is that this 
may take another three to four years. 

Alternately, crude prices remain quite high by historical 
standards. Crude traded at a ratio of eight to 12 times the price 
of natural gas for more than 20 years, until 2009. The ratio has 
recently exceeded 50 to 1 using West Texas Intermediate (WTI) 
crude prices and more than 60 to 1 based on the price of Brent 
crude. 

The assumption that crude prices will remain relatively high 
while natural gas prices remain low is driving a number of 
significant changes that will affect Texas real estate. 

Drilling activity should continue to shift from regions that 
are mainly gas plays to areas offering oil and natural gas liquid 
(NGL) plays. About 140 fewer Texas rigs were drilling for 
natural gas in September 2012 compared with September 2011. 
Conversely, about 130 more rigs were drilling for crude and 
NGLs (such as propane, butane and ethane) priced relative to 
crude prices. 

The large projected increases in a closer and more afford-
able supply of NGLs is also driving the state’s petrochemical 
companies to expand the capacity of their facilities. Although 
not an exhaustive list, some of the petrochemical construction 
and expansions are:

• new ethylene plant in Baytown (Chevron),
• expansion of NGL fractionation plant in Old Ocean 

(Chevron),
• expansion of Shoup and Armstrong NGL fractionation 

plants in Nueces and DeWitt counties (Enterprise Prod-
ucts Partners and Duncan Energy Partners),

• expansion of NGL fractionation plant in Mont Belvieu 
(Enterprise Products Partners),

• new NGL fractionation plant in Yoakum (Enterprise Prod-
ucts Partners),

• new synthetic lubricant plant in Baytown (ExxonMobil 
Chemical),

• expansion of ethylene plant in Point Comfort (Formosa),
• new petroleum condensate processing plant on Houston 

Ship Channel (Kinder Morgan),
• restart of methanol manufacturing plant in Channelview 

(LyondellBasell) and
• new methanol manufacturing plant in Beaumont (Orascom).

Other sectors benefitting from low natural gas prices 
will include electrical power generators and manu-
facturers of paper products, plastic products, cement, 

fertilizers and fabricated metals. Existing or possible new loca-
tions for these types of facilities should see increased interest 
in the next few years. 

Other manufacturing along the Texas-Mexico border may 
benefit as well. Brazil’s Santana Textiles is constructing a $180 
million denim plant in Edinburg. The company reported that 
low natural gas costs played an important part in the decision 
to locate in Texas rather than Mexico. 

PWC reports that inexpensive natural gas could help U.S. 
manufacturing save more than $11 billion per year and create 
500,000 new jobs by 2025. The lure of cheap natural gas is rais-
ing expectations for a reindustrialization of America, and Texas 
is well positioned to take advantage of low-priced energy. This 
is good news for the state’s real estate markets.

Dr. Hunt (hhunt@tamu.edu) is a research economist with the Real Estate 
Center at Texas A&M University. 
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A book by Dr. Charles 
Gilliland — Buying Rural Land 
in Texas — will be released by 
the Texas A&M University 

Press this month. In it, Dr. Gilliland demonstrates 
that buyers can and should arm themselves with 
knowledge of the land-buying process, potential 
problems and available resources.

Dr. Gilliland has been with the Center since 1977. He 
is a clinical professor of finance, research economist 
and the Helen and O.N. Mitchell Fellow for the Mays 
Business School. He is a recognized authority on 
property taxation and appraisal, but it is his rural 
land expertise that he called on to complete his 
latest major undertaking.

Buying Rural Land in Texas is $25 and is available 
from the Texas A&M University Press Consortium at 
http://www.tamupress.com

See more on Dr. Gilliland at 
http://recenter.tamu.edu/staff/cgilliland

DR. CHARLES 
GILLILAND

published

honored

Gary Maler, Real Estate 
Center director, is one of nine 
2012 Outstanding Alumni for 
the College of Architecture 

at Texas A&M University. Maler received a master of 
architecture degree in 1974. He lifted the Real 
Estate Center to global prominence after a 
private-sector career spearheading some of 
Houston’s most notable developments.

“Under his leadership, the Center has become one 
of the most highly respected and trusted sources of 
research and information that is heavily relied on 
by members of the legislature, the governor’s office, 
state agencies and the business community,” said 
Susan Combs, Texas comptroller of public accounts.

More on Maler’s award can be found at 
http://recenter.tamu.edu/news/pdf/NewsRel27-0812.pdf

GARY 
MALER

Dr. Luis Torres has joined the 
Center staff as an associate 
research scientist. Dr. Torres 
comes to the Center from 
Banco de Mexico where he 

was an economist and communications analyst. He 
is an author, lecturer and researcher who has 
extensively studied the Mexican regional economy 
and U.S.- Mexico issues.

Dr. Torres received a master of economics in 2006 
and a Ph.D. in economics from the University of 
Colorado in 2011. 

Born in California, he has a master of science 
degree from the University of Texas at El Paso 
(2002). He received a bachelor of arts degree in 
economics from the Instituto Tecnologico de 
Estudios Superiores  in Monterrey, Mexico (1995). 

The new Center researcher is fluent in written and 
spoken English and Spanish. 

To read more on Dr. Torres, go to: 
http://recenter.tamu.edu/staff/ltorres
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