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Key Messages
Guided by a Colorado legislative directive, the Colorado Energy Research Institute (CERI) completed a 
comprehensive analysis of the economic impact of the oil and gas industry in Colorado. An economic modeling 
approach was used to evaluate the contribution of the industry to different regions within Colorado. The approach 
included an extensive effort to gather site specific information needed to complete the analysis, such as capital 
investments, average cost to drill and complete a well, average production costs, private royalty and lease payments, 
and service company costs. Secondary source data were also obtained, including number of wells drilled and 
completed for each basin, oil and gas prices, oil and gas production, employment, etc. The primary and secondary 
data were then used in combination with a common regional economic model, IMPLAN, to estimate economic 
contributions. Additionally, fiscal models were developed to estimate State and local business and income tax 
revenues from oil and gas activities in Colorado. 

Key Findings
Total Economic Contribution for Oil and Gas Activities in Colorado (2005)

 



Key Findings, continued
Oil and gas activities contribute to the economic well being of many other industries within the State of Colorado 
as well. From all of the oil and gas activities in the State (including extraction taxes and mineral royalty payments), 
approximately 22 percent of the employment is specific to the oil and gas industries, followed by 14 percent in 
government, 9 percent in professional services, 8 percent in retail, and 7 percent in health care and social services. 
These are the major industries impacted by oil and gas activities within the State in terms of employment.

Contribution of the Oil and Gas Industry to the State’s Economy

The above chart summarizes some of the economic indicators for the oil and gas industry in Colorado and 
compares these indicators to State totals. This study indicates that oil and gas activities within Colorado account 
for approximately 6.1 percent of the State’s total industry revenues, 2.2 percent of employment, and 3.2 percent of 
total earnings. In general, the oil and gas activities, including private mineral royalty payments and extraction taxes 
generate average earnings of approximately $61,000, or 32 percent higher that the State average.
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The extraction industry pays approximately $679 million to State and local governments, which includes severance taxes, 
production-based property taxes, Federal and State royalties, motor vehicle licenses, and other taxes. The indirect and 
induced taxes are generated by the oil and gas activities but not directly paid by the oil and gas industries. In total, oil and 
gas activities generate $752.9 million in total business taxes.

Conclusion
The oil and gas industry in Colorado contributes significantly to the Colorado economy, with approximately $22.9 
billion in economic output of 6.1 percent of the economy. Additionally, oil and gas activities contribute to 2.2 percent of 
the employment in the state with $4.3 billion in labor earnings annually. The average annual earnings per worker for 
these activities are approximately $61,000, which is 32 percent higher than the State average. Oil and gas activities 
generate over $753 million in business tax revenue (not including sales and corporate income taxes) to State and local 
governments. These activities also generate $117 million in personal income taxes paid to State government.

The complete CERI report is available at www.ceri-mines.org.

 

 

Key Findings, continued
Total Economic Contribution of Drilling, Completion, Recompletion and Extraction  for Individual Basins

Although the study has captured the majority of the production in the State, the extraction and drilling and completion 
impacts for all the basins are less than those of the State. The differences between the drilling and completion impacts 
for the basins and the State are due to the investments made out of the basins but within the State. This is due to the fact 
that the greater Denver area hosts many regional headquarter offices in the Rocky Mountain region. This Denver-area 
extraction management and administrative functions are not included in the basin models.

Business Taxes Paid to State and Local Governments


