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Executive Summary 
The longest undefended border on the planet runs 8,891 kilometers and is shared between 
Canada and the United States (US), the second- and fourth-largest countries, respectively. The 
two countries not only share the longest international boundary, but also have the second-largest 
bilateral trading relationship in the world with trade totaling CAD$752 billion at the end of 2016.   

In many respects, this interregional interdependence grew with the signing of the North 
American Free Trade Agreement (NAFTA), a trilateral trading agreement between Canada, 
Mexico and the US. The agreement came into effect on January 1, 1994 and was a natural 
expansion of the predecessor agreement, the Canada-United States Free Trade Agreement, 
signed in 1988. 

Both the US and Canada are important oil and natural gas producers. On a global scale, both rank 
in the top 5. But what is more important is that both countries form an integrated North American 
system, linked together physical and economic infrastructure. While Canada is currently a net 
exporter of both commodities, natural gas and oil flow in both directions, as do other goods and 
services critical to produce oil and gas in Canada.  

This study examines the economic impacts of the Canadian oil and natural gas industry on both 
Canadian and US economies, down to the provincial and state levels, utilizing CERI’s proprietary 
Canada Multi-Regional Input-Output (CMRIO) model and the US IMPLAN® model. This study is 
timely, particularly as the first round of North American Free Trade Agreement (NAFTA) 
renegotiations will be held in Washington on August 16-20, 2017.   

Canadian Economic Impacts 
The Canadian oil and gas industry is a significant contributor to the provincial and national 
economies in Canada. For the foreseeable future, natural gas and crude oil will be important 
elements in many economic sectors in Canadian and North American economies. This section 
summarizes the Canadian economic impacts from the sectors that produce natural gas, crude oil 
and oil sands. 

Total GDP impact from investment and operations in oil sands projects throughout the forecast 
period of 2017-2027 is almost CAD$1.7 trillion or 61 percent of total GDP impact, in comparison 
to GDP impact from crude oil – CAD$630 billion or natural gas – CAD$422.5 billion. 

Total employment impacts from all Canadian oil and gas development will materialize in every 

province and territory (Figure E.1). The largest labour impact will be felt in Alberta (4,173 
thousand person-years). However, companies that are suppliers of goods and services, such as 
machinery, manufacturing, trade, legal, environmental, financial services, often located outside 
of Alberta, will also benefit. While Alberta’s share of total employment is 64 percent, British 
Columbia and Ontario will also see employment impacts (each province’s share at 12 percent). 



2 Canadian Energy Research Institute 
 

August 2017 

This is expected because while many oil and gas companies are committed to supporting local 

businesses and workers by purchasing goods and services from local suppliers and hiring local 
residents in the areas of oil and gas development, in some cases, it is either in the best interest 
of the company or their only option to seek goods and services from outside of the province 
where development is happening. Certain specialized goods and services must come from 
outside a specific province and even outside Canada. This out of province spending implies an 
increased spill-over effect or economic leakages from a base province to other provinces and 
even other countries. 

Figure E.1 illustrates employment impacts from all oil and gas activity in the provinces of British 
Columbia, Alberta, Saskatchewan, Manitoba, and Newfoundland, but also in the provinces that 
supply goods and services to the producing regions.  

Figure E.1: Total Canadian Employment Impacts of Conventional Oil, Oil Sands and Natural 
Gas Development (2017-2027) 

 

US Economic Impacts 
Any out-of-Canada spending by the Canadian oil and gas sector implies a spill-over effect, where 
economic impacts accrue outside of Canada but they can be attributed to the development of 
Canadian oil and gas resources. This section summarizes the economic impacts of Canadian 
purchases of goods and services in the US only. Any spending done outside of Canada or the US 
is not covered here.  
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The contribution to the US economy as a result of Canadian oil and gas firms purchasing goods 

and services in the US in order to develop their projects is positive and significant.  For the 
forecast period of 2017-2027, it is estimated that the total economic impact on US gross state 
product (GSP)1 from goods and services supplied by US firms to Canada will amount to almost 
US$45.6 billion, comprised of US$29.6 billion (or 65% of total) GSP impacts from conventional oil 
and gas and US$16 billion GSP impacts from Canadian oil sands. The total employment impact is 
measured in creating or sustaining 405,833 full-time equivalent jobs in the 11-year period (Figure 
E.2), with 64 percent or 260,490 jobs created or sustained in the US economy due to the Canadian 
conventional oil and gas sector’s purchases of US goods and services, and 145,347 jobs due to 
Canadian oil sands’ purchases. 

Figure E.2: Total US Employment Impacts of Conventional Oil, Oil Sands and Natural Gas 
Development (2017-2027) 

 

The top ten states that benefit the most from Canadian oil and gas development are, in 
descending order, Texas, California, Illinois, Oklahoma, Ohio, Pennsylvania, Colorado, Wisconsin, 
Wyoming, and Florida (Table E.1). Together the top ten states make up 70 percent of the total 
GSP impact and 67 percent of total employment impact. Again, Texas is the largest beneficiary in 

terms of GSP and employment; GSP impact is estimated to be US$14.3 billion over the 2017-2027 
period; the number of jobs created or sustained is estimated to be 113,414 over the same period.  

                                                      
1 In the US, the definition of gross state product (GSP) is equivalent to the provincial gross domestic product (GDP) 
in Canada. Total GSP is referred to as a sum of all state GSP values. 
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Table E.1: Total US Economic Impacts of Conventional Oil, Oil Sands and Natural Gas 
Development (2017-2027) 

 

Summary of Economic Impacts 
In summary, total economic impacts from investment and operations of Canadian oil and gas 
projects contribute to economic growth and employment in both countries. The capital 
investment of CAD$380 billion and operational revenues of CAD$1.8 trillion from Canadian oil 
and gas projects over the 11-year period will generate CAD$2.7 trillion in Canadian GDP and 6,572 
thousand person-years in Canada, and US$45.6 billion in US GSP and 406 thousand jobs in the US 
(Table E.2). 

Table E.2: Summary of Economic Impacts and Investments (2017-2027) 

Total Capital 
Investment 

Mln 2016 CAD$ $380,133 

Total Operations Mln 2016 CAD$ $1,832,568 

Canada 

GDP Mln 2016 CAD$ $2,715,497 

Employment Person-years 6,572,030 

US 

GSP Mln 2016 US$ $45,592 

Employment # of Jobs 405,833 

 

For every direct job created in the Canadian oil and gas sector, 2 indirect and 3 induced jobs in 
other sectors are created in Canada on average. For every Canadian million dollars invested and 
generated in the Canadian oil and gas sector, the Canadian GDP impact is CAD$ 1.2 million. 

For every direct job created or sustained in the US, one indirect and one induced jobs are created 
or preserved in the US. For every US million dollars spent by the Canadian oil and gas and related 
service sectors in the US, US$0.6 million is generated in the US GSP. 

State Total Jobs Total GSP

Name # of Jobs Mln 2016 US$

Texas 113,414      14,270$          

California 39,281        4,814$            

Illinois 33,272        3,133$            

Oklahoma 22,932        2,156$            

Ohio 16,986        1,899$            

Pennsylvania 12,182        1,438$            

Colorado 10,609        1,257$            

Wisconsin 11,406        1,134$            

Wyoming 2,962          995$               

Florida 9,660          925$               
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