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Overview

The oilfield services industry comprises a wide variety of firms that offer to oil companies (or operators) products and services that support the exploration and production of oil and natural gas. The industry’s range of services follows the life of an “oilfield” ( identification, exploration, drilling, production, abandonment. The primary sectors of the industry can be broadly divided into the following areas: exploration, drilling and completion services and production services and equipment. 
We focus on one particular segment, hydraulic fracturing, a service within the completions area that has gained attention both nationally and internationally. Hydraulic fracturing, also known as “fracking,” is a process routinely used worldwide to increase oil and natural gas production. The process involves pumping fluids at high pressure into the reservoir in order to create a fracture in the formation. Proppant, such as sand, is used to keep the fracture open, allowing oil and natural gas to flow and be produced. 
Our motivation in providing an overview of this market segment is to highlight the complex supply chain of firms and processes that are involved in providing this service to the oil industry. Hydraulic fracturing has been mentioned as a key enabling technology for the shale revolution in the United States. There is concern that lack of an established hydraulic fracturing supply chain outside the United States plus other factors may limit the development of international shale plays.

Methods
We examine the global hydraulic fracturing industry using a traditional market structure approach. The first part defines and examines the broad markets this industry serves, while the second discusses the structure of these markets and a few metrics (e.g., firm size, barriers to entry). Conduct – the way service companies interact with buyers – and performance (including such measures as rate of return and profit) are not discussed. Data used and quoted in this report are based on estimates from Spears and Associates, a U.S.-based consulting company that has analyzed the oilfield services market for more than 50 years.
Results

The global hydraulic fracturing market was roughly a $40 billion industry in 2014, with the United States accounting for two-thirds. The majority of onshore wells in the United States and Canada are fracked; however, hydraulic fracturing is less prevalent outside North America. Globally, the largest firms are Halliburton, followed by Schlumberger and Baker Hughes, which account for more than half of the global market. Recently, shareholders approved a Halliburton–Baker Hughes merger that is expected to close in the second half of 2015 subject to regulatory approval. One of the most significant changes is the expansion of independent fracturing companies. Since 2005, their collective share has grown from approximately one-quarter to nearly one-half. Furthermore, the downturn in oil prices has seen the consolidation of smaller companies.
There are several sub-sectors within the hydraulic fracturing industry, each with their own unique supply/demand dynamics and drivers. A key indicator for the pumping of fluids under pressure is the amount of fracturing hydraulic horsepower (HHP), which has increased over the past 10 years, driven by not only the quantity of new horizontal wells but also the adoption of multistage fracturing, a technique used to expand the reservoir contact in the horizontal wellbore. As a result, the North American fleet has seen phenomenal growth from about 2 million HHP in 2003 to 20 million in 2014. More demand for HHP has also driven the need for more pumps, trucks, and other equipment. With the advent of shale, the amount of proppant used per well has also increased tremendously and can range from 20,000 pounds to as much as 15 million pounds. With the rise in costs and number of large fracturing jobs, the demand for flowback or the recovery of fracturing fluids has also increased. The amount of water used in a multistage frac job typically ranges from 3 to 5 million gallons per well, so the volumes recovered and thus used for recycling can range from 0.5 to 2.0 million gallons. Currently this portion of the market, while fragmented, is growing.  
Conclusions

Hydraulic fracturing accounts for approximately one-fourth of total well costs, with proppants accounting for as much as half. The challenges for getting equipment and material on site are considerable, making the supply chain quite complex.

A key driver in the demand for hydraulic fracturing services is oil and natural gas prices and drilling activity. With the fall in oil prices, the global hydraulic fracturing market has decreased by more than 30% since last year. Lower utilization and surplus equipment are current challenges facing suppliers.
Technologies such as fracturing along with a robust supply chain have been cited as factors in the successful development of shale.  An understanding of this segment is important for decision-makers in both industry and government. 
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