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illustrated. Excerpt: . . . not consider the influence of uncertainty or resource exhaustion in their investment
decision models. In summary, economists appear to have taken two approaches to modeling firm exploration
behavior. For the first approach, the number of prospects, labor, and capital services serve as inputs to the
petroleum reserve production process called exploration. For the second, reserves are considered an input to
the crude oil production process. Exploration is then regarded as similar to firm investment in physical capital
equipment. To some extent, both approaches are correct, depending upon the nature of the firm under
consideration. Firms engaged primarily in exploration regard discovered reserves as the end product, whereas
vertically integrated firms might view reserves as inputs. Exploration can be regarded as an investment or input
in the production of an inventory of reserves that results in crude oil production. As an intermediate product,
reserves will undergo additional modification in the production process in order to generate final products.
OPERATOR BEHAVIOR AT THE FIELD LEVEL With a few exceptions, the studies just reviewed have been
concerned with modeling exploration behavior when data are highly aggregated. Frequently, data limitations
necessitate such spatial and temporal aggregation. However, the testable behavioral hypotheses generated
from these models are, in general, quite limited. In order to examine operator behavior, in more detail, data
specific to the Denver basin are used in this study. In this area deposits were usually found in a single formation;
the only exploration play that occurred during te period...
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