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EXECUTIVE SUMMARY 

- Colorado has a diverse economy relative to the industrial balance of the nation on whole. 
 

- Mining and mineral extraction, which includes oil and natural gas industries, is indicative of that 
diversity, representing more than twice the share of GDP in Colorado as compared to the 
national economy. 
 

- Oil and natural gas industries are an important part of the broader mining sector in Colorado 
o In particular, upstream and midstream oil and gas industry activity is associated with 

substantial economic and fiscal impacts in the state. 
 

o This analysis focuses on upstream and midstream oil and natural gas industries, a 
significant part of the broader mining and mineral extraction sector in Colorado. 
 
 

- Economic Measures of Oil & Gas Industry Activity: 
o The total workforce associated with upstream and midstream oil and gas activity in 

Colorado exceeds 89,000 positions, accounting for $10.8 billion in employment income 
circulating through the state economy. 
 
 Nearly 30,000 workers are directly employed by establishments or working as 

sole proprietors in Colorado oil and natural gas sector industries. 
 

 The complete oil and natural gas sector supply chain includes positions in 
establishments outside the narrowly-classified oil and natural gas sector.  
Accounting for those indirectly employed in oil and gas suggests there are over 
38,000 workers engaged in upstream and midstream activities in the state. 
 

 Expenditures of earnings by Colorado’s upstream and midstream oil and natural 
gas sector workforce induces nearly 51,000 additional employed positions in a 
wide variety of sectors throughout the state. 
 

 The combination of direct, indirect, and induced employed positions associated 
with upstream and midstream oil and natural gas sector activities in Colorado 
exceeds 89,000. 
 

o The value of upstream and midstream oil and natural gas industry output is estimated at 
$19 billion in 2017, adding approximately $13.5 billion to state domestic product. 
 

o These economic measures are associated with establishments in upstream and 
midstream oil and natural gas industries only, and exclude employees, wages, value, and 
output from refining and marketing and other sectors supporting downstream activities. 
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- Fiscal Measures of Oil & Gas Industry Activity: 
o Through various fees and taxes paid by upstream and midstream oil and natural gas 

sector establishments and workers, oil and gas activity in Colorado is associated with at 
least seven distinct streams of public revenues, amounting to over $990 million received 
by various state and local governmental organizations in 2017. 
 

o Much of the public financial impact of the industry flows to education and social 
assistance programs throughout the state.   



 

iii 
 

TABLE OF CONTENTS 

Page no. 

Executive Summary  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  i 

Table of Contents  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  iii 

List of Tables and Figures   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  iv 

 

I. Introduction   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 
 

II. Scope and Methods of Analysis   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5 
 

III. Industry Activity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 
 

IV. Economic Measures of Industry Activity   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12 
 

V. Fiscal Measures of Industry Activity  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  17 
 

VI. Conclusion   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23 
 

References   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  24 

  



 

iv 
 

LIST OF TABLES AND FIGURES 

Page no. 

Table 1:  Employment and GDP Shares in Colorado Industries   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1 

Table 2:  GDP in Colorado and U.S. Industries  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2 

Table 3:  Colorado Oil and Gas Sector, 2017, Employment, Employment Income, and Number of 
firms   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  8 

Figure 1:  Colorado Drilling Permits   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9 

Figure 2:  Colorado Annual Oil Production  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10 

Figure 3:  Colorado Annual Natural Gas Production . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11 

Table 4:  Colorado Oil and Gas Sector Employment Counts, 2017  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  12 

Table 5:  Colorado Oil and Gas Sector Employment Counts, 2017 (Statewide and Selected 
Counties)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13 

Table 6:  Colorado Oil and Gas Sector Economic Impact Measures, 2017   . . . . . . . . . . . . . . . . . . . . . . . .  14 

Table 7:  Colorado Oil and Gas Sector Economic Impact Measures, 2017 (Statewide and Selected 
Counties)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  15 

Table 8:  Colorado Oil and Gas Sector Population-Normalized Economic Impact Measures, 2017 
(Statewide and Selected Counties)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16 

Table 9:  Total Fiscal Flows from Colorado Oil and Gas Sector to various Colorado Governments  . . . . .  17 

Table 10: Colorado State Board of Land Commissioners, Oil and Gas Revenues to All Trusts   . . . . . . . .  19 

Figure 4:  Oil and Gas Fees Paid on Federal Lands in Colorado   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20 

Table 11:  Oil and Gas Assessments and Levies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20 

Table 12:  Colorado Oil and Gas Net Severance Tax Collections   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  22 

 



 

1 
 

I.  Introduction 

Resource development enterprises engage in high-value industrial activities.  As a result, they are 
associated with total employment and fiscal flows that are disproportionately larger than indicated by 
direct measures of business activity.  Stakeholders with interests in such enterprises – employees, 
policymakers, and the public at large – will find useful a detailed examination of economic and fiscal 
flows associated with various resource development industries.  Such an examination may be of interest 
to Coloradoans in particular, where the economy is both more diversified than the nation at a whole, 
and relatively more dependent on resource development.  This report focuses on the upstream and 
midstream oil and natural gas sector in Colorado.  We document economic and fiscal impacts of oil and 
natural gas industry activities. 

Mining and resource development, broadly defined, include some of the highest-value industries in 
Colorado.  Recent data from the U.S. Bureau of Labor Statistics (BLS) shows average weekly earnings in 
the mining and logging industry were $1,506 in January 2019.1  Earnings in the industry were the highest 
of goods-producing industries and lagging only utilities when compared to both goods-producing and 
service-providing industries. 

 

Table 1:  Employment and GDP Shares in Colorado Industries 

 

 

                                                           
1 U.S. Bureau of Labor Statistics, Employment Situation, February 1, 2019, Table B-3. 

Colorado 2017
---------- Industry ---------- ----- Employment ----- ----- GDP -----

(# jobs) (% total) ($millions) (% total)
Educational Services, Health Care, And Social Assistance 554,195 19.3% 25,312.9      7.3%
Professional And Business Services 414,464 14.4 51,068.2      14.8
Government And Government Enterprises 412,002 14.3 42,297.7      12.3
Arts, Entertainment, Recreation, Accommodation, And Food Services 339,669 11.8 17,890.7      5.2
Retail Trade 271,129 9.4 18,578.4      5.4
Construction 166,614 5.8 19,317.0      5.6
Finance, Insurance, Real Estate, Rental, And Leasing 163,317 5.7 70,291.9      20.4
Manufacturing 144,434 5.0 23,015.2      6.7
Wholesale Trade 106,726 3.7 20,024.1      5.8
Transportation And Warehousing 86,281 3.0 12,953.2      3.8
Other Services (Except Government And Government Enterprises) 82,831 2.9 7,975.4        2.3
Information 74,287 2.6 18,823.2      5.5
Mining, Quarrying, And Oil And Gas Extraction 25,580 0.9 11,187.3      3.2
Agriculture, Forestry, Fishing, And Hunting 17,644 0.6 2,660.2        0.8
Utilities 13,976 0.5 3,837.7        1.1

All Industry Total 2,873,149 345,233.1$  

Sources:  employment data from Colorado Information Marketplace, Employee Counts by Industry in Colorado
GDP data from Colorado Comprehensive Annual Financial Report, for the Fiscal Year Ended June 30, 2018, p. 13.
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Table 1 shows 2017 employment and gross domestic product (GDP) in Colorado industries, ordered by 
total number of industry jobs.2  Employment in mining, quarrying, and oil and gas extraction was 25,580, 
representing approximately 0.9 percent of state employment in 2017.3  In contrast, GDP in Colorado 
attributable to mining, quarrying, and oil and gas extraction was approximately $11.2 billion, or 3.2 
percent of total national GDP attributable to Colorado in 2017.  Mining, quarrying, and oil and gas 
extraction rank third among Colorado industries as measured by the extent to which the share of value 
created (as measured by GDP) exceeds these relatively narrowly-defined measures of employment.4 

 

Table 2:  GDP in Colorado and U.S. Industries 

 

 

Mining and resource development is a relatively important and distinctive part of the Colorado 
economy.  Table 2 shows GDP by industry in Colorado and the U.S in 2017.  Industries are ordered by 
GDP shares in Colorado.  Mining, including oil and natural gas extraction, accounts for a relatively large 
share of GDP in Colorado as compared to the nation overall.  These resource industries rank second in 
significance in Colorado relative to the nation, as measured by the extent to which the share of state 

                                                           
2 Colorado Information Marketplace data is based on the Bureau of Labor Statistics Quarterly Census of 
Employment and Wages establishment surveys and therefore excludes sole proprietor employment. 
3 Mining excluding oil and gas was 4,051 jobs, implying oil and gas extraction employment accounts for 
approximately 84 percent of this measure of total Mining, Quarrying, and Oil and Gas Extraction employment. 
4 Mining, Quarrying, and Oil and Gas Extraction industry share of GDP is 2.4 percentage points larger than its share 
of employment.  This difference is exceeded by Finance etc. (14.7%) and Information (2.9%); and is followed by 
Wholesale Trade (2.1%) and Manufacturing (1.6%). 

2017 GDP
---------- Industry ---------- ----- Colorado ----- ------- U.S. -------

($millions) (% total) ($billions) (% total)
Finance, Insurance, Real Estate, Rental, And Leasing $70,291.9 20.4% 4,057.1$   20.8%
Professional And Business Services 51,068.2        14.8 2,426.3      12.5
Government And Government Enterprises 42,297.7        12.3 2,453.7      12.6
Educational Services, Health Care, And Social Assistance 25,312.9        7.3 1,700.3      8.7
Manufacturing 23,015.2        6.7 2,179.6      11.2
Wholesale Trade 20,024.1        5.8 1,174.1      6.0
Construction 19,317.0        5.6 781.4         4.0
Information 18,823.2        5.5 1,050.8      5.4
Retail Trade 18,578.4        5.4 1,087.1      5.6
Arts, Entertainment, Recreation, Accommodation, And Food Services 17,890.7        5.2 804.7         4.1
Transportation And Warehousing 12,953.2        3.8 608.7         3.1
Mining, Quarrying, And Oil And Gas Extraction 11,187.3        3.2 268.6         1.4
Other Services (Except Government And Government Enterprises) 7,975.4          2.3 416.1         2.1
Utilities 3,837.7          1.1 307.5         1.6
Agriculture, Forestry, Fishing, And Hunting 2,660.2          0.8 169.2         0.9

All Industry Total 345,233.1$   19,485.2$ 

Sources:  Colorado GDP data from Colorado Comprehensive Annual Financial Report, for the Fiscal Year Ended June 30, 2018, p. 13.
U.S. GDP data from U.S. Bureau of Labor Statistics, Gross Domestic Product by Industry, Second Quarter 2018.
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GDP directly attributable to an industry in Colorado exceeds the share of national GDP attributable to 
that industry.5 

Finally, the relative importance of resource industries in Colorado is part and parcel of the state’s 
greater industrial diversity as compared to the nation.  Measures of industrial concentration illustrate 
industrial balance in Colorado.  The four highest GDP-producing industries nationwide account for a 
greater share of total GDP than do the four highest GDP-producing industries in Colorado (more than 57 
percent nationwide vs. less than 55 percent in Colorado).  And the four lowest GDP-producing industries 
in Colorado account for a greater share of total GDP than do the four lowest GDP-producing industries 
nationwide (7.4 percent in Colorado vs 6.0 percent nationwide.)6 

The importance of resource industries within a diverse Colorado economy motivates this study.  We 
focus on the upstream and midstream oil and natural gas sector in particular.  Oil and gas extraction is 
the largest share of the broader mining sector in Colorado, representing approximately 84 percent of 
Mining, Quarrying, and Oil and Gas Extraction establishments’ employment in 2017.  We include 
midstream oil and natural gas activities as business and regulatory conditions similarly affect regional 
employment and investment decisions in the upstream and midstream in Colorado.  We consider 
broader measures of industry activity to account for sole proprietor employment.  We examine total 
employment, production, and fiscal payments (taxes and other fees paid to government) associated 
with upstream and midstream oil and natural gas sector establishments in Colorado. 

We estimate oil and natural gas sector establishments and supporting industries employ over 38,000 
workers.  And the expenditure of the wages and proprietor earnings from those workers induces nearly 
51,000 additional jobs.  These 89,000 jobs account for $10.8 billion of Colorado employment income.  
Individual income taxes generate approximately $234.7 million in revenue for the state. 

Various taxes and fees paid by oil and gas industry establishments result in payments to a variety of 
government entities in Colorado.  Total fiscal flows to the state and municipal governments – including 
individual and corporate income taxes, property taxes paid to counties, production taxes paid to the 
state, and lease and royalty income on production on state and federal lands – amount to over $990 
million per year.  Industry-related taxes and fees support a broad range of public services in Colorado, 
including schools, public safety, and environmental conservation. 

This report was prepared by Michael J. Orlando for the University of Colorado Denver Global Energy 
Management Program at the request of the Colorado Oil and Gas Association (COGA).  Dr. Orlando is 
Managing Director of Econ One Research in Denver and Lecturer in the University of Colorado Denver 
Business School Global Energy Management Program.  He has broad and extensive experience in energy 
and resources in general and oil and natural gas in particular.  Spanning a career of over 30 years, he has 
worked as a reservoir engineer, policy and research economist, lecturer of finance and political risk 
analysis and strategy, and consultant to industry and government.  He holds degrees in Petroleum and 

                                                           
5 Mining, Quarrying, and Oil and Gas Extraction industry share of GDP in Colorado is 1.9 percentage points larger 
than its share of GDP nationwide.  This difference is exceeded only by Professional and Business Services (2.3%); 
and is followed by Construction (1.6%), Arts etc. (1.1%), and Transportation and Warehousing (0.6%). 
6 Based on these measures, the Herfindahl-Hirschman Index (HHI) of industry concentration calculates to 0.1064 
for Colorado and 0.1098 for the U.S.  A higher HHI indicates a higher degree of concentration. 
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Natural Gas Engineering, Business Administration, and Economics.  Dr. Orlando’s biographical summary 
is available online at https://www.econone.com/staff-member/michael-orlando/. 

The next section describes the scope of this report and methods use for this research.  Section III 
presents direct measures of oil and gas industry activity.  Section IV discusses broader measures of 
economic impacts associated with industry activity presented in the previous section.  Section V 
summarizes public financial or ‘fiscal’ cash flows associated with direct and indirect measures of 
economic activity presented in sections III and IV.  The final section offers concluding remarks. 

  



 

5 
 

II.  Scope and Methods of Analysis 

This analysis examines industrial activity, economic impacts, and fiscal impacts associated with upstream 
and midstream oil and natural gas sector activities in Colorado.  The sector is defined to include 
upstream and midstream activities because the business environment in these industries is determined, 
to varying degrees, by common market and regulatory conditions.7 

For the purposes of this study, the Colorado oil and gas sector is defined as business activities at 
establishments in the oil and gas extraction industry and several supporting industries as defined by the 
U.S. Census Bureau North American Industrial Classification System (NAICS).  The NAICS divides the 
economy into 20 sectors and multiple industries within each of these sectors.8  The system is designed 
to classify into the same ‘industry’ those economic units of production – firms, organizations, 
establishments – that utilize similar production processes.9 

The following ‘industries’ are included in the present analysis: 

• Subsector 211 = Oil and Gas Extraction: a subsector of sector 21 (Mining, Quarrying, and Oil and 
Gas Extraction); includes the Crude Petroleum Extraction (211120) and Natural Gas Extraction 
industries (211130); includes establishments in industries that develop and/or operate oil and 
gas properties; may produce crude petroleum, natural gas, products from oil shale and oil sands, 
hydrocarbon liquids, and/or sulfur from natural gas production.10 

• Industry 213111 = Drilling Oil and Gas Wells: an industry in subsector 213 (Support Activities for 
Mining) in sector 21; includes establishments engaged in drilling of wells on a contract basis.11 

• Industry 213112 = Support Activities for Oil and Gas Operations: an industry in subsector 213 in 
sector 21; includes establishments engaged in activities in support of oil and gas operation on a 
contract basis, excepting geophysical surveying and mapping, and site preparation and related 
construction activities.12 

• Industry 237120 = Oil and Gas Pipeline and Related Structures Construction: an industry in 
subsector 237 (Heavy and Civil Engineering Construction) in sector 23 (Construction); includes 
establishments and specialty trade contractors engaged in construction and repair of pipelines, 
storage tanks, and refineries.13 

• Subsector 486 = Pipeline Transportation: a subsector of sector 48 – 49 (Transportation and 
Warehousing); includes Pipeline Transportation of Crude Oil (486110), Pipeline Transportation 
of Natural Gas (486210), Pipeline Transportation of Refined Petroleum Products (486910), and 

                                                           
7 This analysis does not include the petroleum refining industry as commodity market conditions have a very 
different impact on the business environment of such establishments as compared to upstream and midstream 
industries.  And the refining industry is characterized by regulatory conditions relatively distinct from those in 
upstream and midstream industries.  As a result, to the extent that ‘downstream’ refining is affected by varying 
business and/or regulatory conditions in a way similar to upstream and midstream industries, use of this study to 
characterize changes in such business and/or regulatory conditions will understate impacts on Colorado economic 
and fiscal conditions. 
8 Executive Office of the President, Office of Management and Budget, 2017, p. 3. 
9 Ibid. 
10 Ibid., p. 105. 
11 Ibid., p. 115. 
12 Ibid., p. 116. 
13 Ibid., p. 128. 
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All Other Pipeline Transportation (486990); includes establishment engaged in pipeline 
transportation of crude petroleum and petroleum products, transportation and transport-
related storage of natural gas, and non-hydrocarbon transportation that may be related to 
petroleum production (e.g. water supply systems.)14 

Direct activity of the Colorado oil and gas sector is summarized by employment, in both firms and 
among sole proprietors, and employment income.  In some cases, these ‘inputs’ to oil and gas industry 
establishments result in relatively easily countable intermediate outputs, such as well drilling.  And 
measures of Colorado oil and gas sector final output are readily identifiable, such as oil and gas 
production. 

But these direct measures of activity summarize only a small part of the overall scope of oil and gas 
industry activities in Colorado.  Total economic activity associated with Colorado oil and gas sector 
industries is a result of direct effects, indirect effects, and induced effects. 

Direct effects refer to those inputs, workers and wages, to establishments classified within Colorado oil 
and gas sector industries, as defined above.  Direct workers include, for example, staff geologists 
working for a natural gas prospector, roustabouts working for a drilling contractor, and welders working 
for a pipeline construction company. 

Indirect effects refer to those workers and wages in establishments serving as suppliers to Colorado oil 
and gas sector industry establishments.  For example, welding establishments are contracted by firms in 
a variety of industries, some of which are in the oil and natural gas sector.  Those welding establishment 
workers and incomes necessitated by commercial engagements with Colorado oil and natural gas sector 
establishments are considered indirect economic effects of sector industry activities.15 

Finally, induced effects refer to those workers and wages attributable to spending of earnings by 
workers directly and indirectly employed in the production of oil and gas in Colorado.  Well operators, 
water supply truck drivers, and contract welders, among others, spend much of their income in 
Colorado.  The share of employment spent, for example, at hardware stores and restaurants and ski 
resorts attributable to direct and indirect oil and gas industry workers is ‘induced’ by activities in the oil 
and gas sector.16 

Economic measures of direct, indirect, and induced activities are quantified using an input-output (I-O) 
model.  I-O models “provide a detailed picture of the flow of products and resources within a given 
economy and between that economy and the outside world.”17 

This study uses an I-O model developed by IMPLAN Group, LLC.  The IMPLAN model incorporates data 
from various sources.  Primary inter-industry input-output relationships are obtained from the Bureau of 

                                                           
14 Ibid, p. 394-395. 
15 The number of indirect workers in an industry may be expressed as a multiple of direct workers in that industry.  
The sum of direct and indirect employment relative to direct employment is often referred to as a Type I 
Multiplier. 
16 The number of induced workers in an industry may be expressed as a multiple of direct workers and/or direct 
and indirect workers in that industry.  The sum of direct, indirect, and induced employment relative to direct 
employment is often referred to as a Type II Multiplier or a Social Accounting Matrix (SAM) Multiplier. 
17 Hughes 2018, p. 5. 
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Economic Analysis.18  Other principal sources of data include the U.S. Bureau of Labor Statistics and the 
U.S. Census Bureau. 

The IMPLAN I-O model is used to calculate total employment impacts (the sum of direct, indirect, and 
induced employment), employment income, industry value added, and industry output associated with 
the Colorado oil and natural gas sector in 2017.  The model is also used to estimate these measures of 
industry impact for a select number of individual counties in Colorado. 

Total Colorado oil and natural gas sector economic activity is likely higher than the estimates provided in 
this model.  First, the I-O analysis conducted for this study does not account for direct and indirect 
employment in other states that may induce jobs and associated economic activity in Colorado.  For 
example, Colorado establishments may acquire inputs from out of state, and Colorado oil and gas 
resources may be developed by oil and gas industry establishments located outside the state.  This 
analysis does not estimate Colorado employment and associated economic measures induced by out of 
state workers directly and indirectly employed to develop and produce Colorado oil and natural gas 
resources. 

Second, the I-O analysis conducted for this study does not account for refining industry employment in 
Colorado that is associated with upstream and midstream oil and natural gas sector activities.  The 
present analysis is designed to estimate measures of oil and natural gas business activity that are subject 
to market and regulatory conditions common to oil and natural gas.  Some share of Colorado refining 
employment and business activity may be so categorized, though any value in particular would be 
speculative.  Consequently, direct refining employment and associated economic activity is excluded 
from the analysis altogether. 

Colorado oil and natural gas sector fiscal flows are estimated from a broad range of sources, reflecting 
the wide variety of taxes and fees associated with sector activity in the state.  Payments to public 
entities are estimated for state taxes on income and production and county property taxes.  Additional 
payments to the state are estimated for lease auction bonus payments, leasing and surface use 
agreement fees, and royalties for production on state land.  Similarly, these values are estimated for 
production on federal land because some share of those payments are returned to the state. 

State individual and corporate income taxes are estimated using the IMPLAN I-O model.  Fees paid for 
production on state lands are obtained from the State Land Board.  And fees paid for production on 
Federal lands are obtained from the U.S. Department of Interior, Office of Natural Resources Revenue.  
County property taxes are estimated from the State Department of Local Affairs, Division of Property 
Taxation assessments and representative millage rates on oil and natural gas property.  State severance 
taxes are obtained from the Colorado Department of Revenue.  Oil and Gas Conservation and 
Environmental Response Fund revenues are obtained from the Colorado Oil and Gas Conservation 
Commission 

Total Colorado oil and gas sector fiscal impacts are likely to exceed these values to the extent that some 
state public financial sources are excluded from this analysis.  For example, motor vehicle fees for 
vehicles registered to oil and gas sector establishments and real and personal property tax payments by 
industry workers are excluded from this summary.  

                                                           
18 Cheney 2018.  Also, see Bureau of Economic Analysis 2017. 
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III.  Industry Activity 

This section presents several direct measures of activity associated with upstream and midstream oil 
and natural gas sector industry establishments in Colorado, as defined in the previous section. 

Table 3 presents direct employment, employment income, and number of business establishments in 
Colorado oil and natural gas sector industries in 2017.  Establishment counts are obtained from the BLS 
Quarterly Census of Employment and Wages (QCEW).  Employment counts are the sum of workers as 
reported in the BLS QCEW and sole proprietors as reported in the U.S. Census Bureau (Census) 
Nonemployer Statistics (NES).  Employment income is defined as the sum of BLS QCEW wages and 
Census NES sole proprietor income. 

 

Table 3: Colorado Oil and Gas Sector, 2017 

 

 

Forty percent of Colorado oil and gas sector workers are employed in support activities.  Another 36 
percent are employed in oil or natural gas extraction establishments, either as sole proprietors or 
workers in one of 402 firm establishments.  The remainder of sector employees work in drilling, pipeline 
construction, or pipeline transportation establishments. 

Workers in the extraction industries earned, on average, the highest incomes in the broader sector in 
2017: $151 thousand per employee.19  Pipeline transportation industry workers earned average incomes 
of $135 thousand.  Drilling and support activity industries workers received approximately $88 thousand 
per worker in 2017.  And pipeline construction industry workers earned $69 thousand. 

Drilling activity is relatively geographically concentrated in Colorado.  Figure 1 presents the number of 
drilling permits approved by the Colorado Oil and Gas Conservation Commission in each county for the 
12 month period through February 2, 2019.  Nearly 90 percent of approved permits are located in three 
counties, Weld, Garfield, and Adams.  An additional 16 counties account for the remaining 8.5 percent 

                                                           
19 Employment incomes represent the sum total of all forms of compensation, including benefits. 

Employment
Industry Employment Income Firms

 (Millions)
(1) (2) (3) (4)

Extraction 10,833 $1,634 402 
Drilling 1,799 158 86 
Support Activities 11,989 1,056 874 
Pipeline Construction 3,936 272 99 
Pipeline Transportation 1,347 182 65 

Total 29,904 $3,301 1,526
Sources:  Bureau of Labor Statistics, Quarterly Census of Employment and Wages;
              U.S. Census Bureau, Nonemployer Statistics
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of approved drilling permits.  The remaining 44 of 64 Colorado counties had no drilling permits approved 
in the 12 month period. 

 

Figure 1:  Colorado Drilling Permits 
(approved permits, 12 months through 2-2-19) 

 

 

Over 80 percent of approved permits were located in the greater Denver-Julesburg basin.  An additional 
16 percent of permits were located in Piceance Basin counties.  The remainder of approved permits 
were spread throughout seven other productive basins across the state. 

Oil production is also geographically concentrated in Colorado, particularly since the advent of shale oil 
development in 2008.  Figure 2 shows annual production in Colorado in the 20 years through 2018.  
Total oil production in the state grew approximately 50 percent in the 10 years following 1999.  Total oil 
production has grown over 400 percent in the 10 years ending in 2018.  Currently, approximately 93 
percent of Colorado oil production is located in the three most productive counties in the Denver-
Julesburg basin – Weld, Larimer, and Adams.  The most oil-productive county outside this area, Rio 
Blanco, generated 2.3 percent of total state oil production in 2018. 

The growth in oil production in Colorado is greatly dependent on the emergence of shale oil plays, and 
to a greater degree than the growth observed in U.S. oil production overall.  Since the beginning of 
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1999, U.S. oil production is up approximately 100 percent, less than a quarter of oil production growth 
experienced in Colorado.20 

 

Figure 2:  Colorado Annual Oil Production 

 

 

The production of natural gas in Colorado is less geographically concentrated as compared to oil.  The 
top four most natural gas productive counties in 2018 are located in four different productive basins 
throughout the state – the Denver-Julesburg, the Piceance, the Paradox, and the San Juan. 

Overall, growth in natural gas production has been modest as compared to that of oil.  This is likely a 
result of stable but low commodity prices in spite of substantial growth in the use of natural gas for 
electrical power generation. 

It is also interesting to note the geographic dispersion of growth in Colorado natural gas production over 
the past two decades.  In the 10 years following 1999, much of the state’s growth in natural gas 
production was from Garfield County in the Piceance Basin.  Since the advent of shale oil, which is often 
produced with associated gas, much of the growth in Colorado natural gas production has occurred in 
Weld County. 

 

                                                           
20 U.S. Energy Information Administration, author calculations. 
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Figure 3:  Colorado Annual Natural Gas Production 
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IV.  Economic Measures of Industry Activity 

Direct measures of industry activity presented in preceding section are associated with a broader set of 
economic impacts.  The upstream and midstream oil and gas industry employs many resources in 
addition to the workers on payroll in industry establishments.  These supply-chain expenditures 
indirectly support workers in related industries.  And earnings expenditures of workers and owners, 
both directly and indirectly employed by industry establishments, induce additional economic activity 
and employment in a broad range of sectors, from housing to entertainment to healthcare and other 
services. 

Figure 4 presents a complete estimate of employment associated with Colorado oil and gas sector 
industry establishments.  Overall employment – the sum total of direct, indirect, and induced jobs – is 
estimated at 89,340 jobs in 2017.  Approximately one third of these positions represent workers 
employed directly in oil and gas industry establishments.  Over half of total industry-supported 
employment is induced by income derived from the broader oil and gas sector supply chain. 

 

Table 4:  Colorado Oil and Gas Sector Employment Counts, 2017 

 

 

Support activities represent the largest industry in the Colorado oil and gas sector as measured by direct 
employment.  However, establishments in oil and gas extraction indirectly employ nearly three times 
the number of workers as are employed in the support activities supply chain. 

The pipeline transport sector has a high impact on induced employment relative to direct employment 
in the industry in 2017.  This high induced multiple is a result of several factors.  First, this industry has 
the highest labor income per worker of any industry in Colorado in the IMPLAN model.  Second, the sum 
of wages, salaries, and proprietor income exceeded total output in 2017, reflecting capital losses and 
net investment in this industry in the study period.  Finally, induced employment is further elevated 
because pipeline transportation has the highest share of total income received as proprietor income, 
which the IMPLAN model assumes is fully expended in the local area.  The induced multiple of direct 

Industry Direct Indirect Induced Total
(2)+(3)+(4)

(1) (2) (3) (4) (5)

Extraction 10,833 4,618 19,498 34,949 
Drilling 1,799 663 2,487 4,949 
Support Activities 11,989 1,569 8,113 21,671 
Pipeline Construction 3,936 1,116 1,998 7,051 
Pipeline Transportation 1,347 694 18,679 20,720 

Total 29,904 8,661 50,775 89,340
Note: estimates from IMPLAN input-output model
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pipeline transportation jobs is likely to decline in future periods if net investment declines to capital 
replacement, as expected in future years when pipeline capacity has caught up with local demand.21 

Table 5 repeats total statewide sector employment impacts presented in table 4.  In addition, Table 5 
presents employment measures for eight counties significantly associated with four major producing 
basins in Colorado.22  Employment in these counties accounts for approximately two-thirds of overall 
employment associated with the oil and gas sector in Colorado.  Approximately 75 percent of direct 
employment and all indirect employment occurs in the selected counties.  Roughly half of induced 
employment occurs in these counties, with the remainder of jobs induced by oil and gas sector 
employee expenditures occurring in other counties throughout Colorado. 

 

Table 5:  Colorado Oil and Gas Sector Employment Counts, 2017 
(Statewide and Selected Counties) 

 

 

Weld County contains the largest number of workers directly employed by oil and gas sector 
establishments.  Denver accounts for the largest number of workers in the broader supply chain, and 

                                                           
21 The IMPLAN induced multiple of direct jobs was 13.9 for Colorado pipeline transportation in 2017.  That multiple 
was 5.9 in 2014, 9.7 in 2015, and peaked at 18.9 in 2016. 
22 Results from the IMPLAN total state model and the multi-regional models used to calculate county-level effects 
can only be compared in a qualitative sense.  In counties with few firms in an industry, employment and wage data 
is suppressed by reporting agencies.  In those cases, we estimate employment and earnings using industry 
establishment averages at the state level.  These approximations will produce county-level results that do not 
necessarily sum to those of statewide aggregate model estimates. 

Geographic Unit Direct Indirect Induced Total
(2)+(3)+(4)

(1) (2) (3) (4) (5)

Colorado, statewide 29,904 8,661 50,775 89,340 

Denver-Julesburg Basin
Weld County 8,519 1,621 3,062 13,202 
Adams County 1,487 901 2,280 4,669 
Boulder County 228 1,969 179 2,376 
Denver County 8,399 3,354 20,410 32,163 

Piceance Basin
Garfield County 1,618 438 520 2,576 
Rio Blanco County 725 267 250 1,242 

San Juan Basin
La Plata County 928 542 757 2,228 

Raton Basin
Las Animas County 390 119 155 664 
Note: estimates from IMPLAN input-output model
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those induced by oil and gas sector worker expenditures statewide.  Boulder has a large number of 
indirectly employed positions relative to direct positions in the county, reflecting a significant number of 
firms and proprietors participating in the regional supply chain. 

We can characterize activity associated with the oil and gas sector by several economic measures, in 
addition to employment counts.  Table 6 presents employment income, value added, and output 
associated with total sector employment and business activity.  Output is the value of production in a 
given year.  It represents total industry revenues adjusted for net changes in production.  Value added 
represents total industry output net of the value of intermediate inputs needed to produce that output.  
Value added can also be thought of as that share of production remaining after payments to inputs and 
therefore available to be paid to workers (i.e. employment income), owners (i.e. returns on invested 
capital), and the government (i.e. taxes and fees).  Thus, employment income is that portion of value 
added that is not paid to owners or taxes. 

 

Table 6:  Colorado Oil and Gas Sector Economic Impact Measures, 2017 

 

 

Nearly two thirds of oil and gas sector output is attributable to upstream industries - extraction, drilling, 
and support activities.  In comparison, employment income is more evenly split between upstream and 
midstream industries, with less than 60 percent of income attributable to direct, indirect, and induced 
employment in extraction, drilling, and support activities. 

Table 7 presents these economic measures for the statewide oil and gas sector and selected counties.  
Approximately eighty five percent of industry output is attributable to activity in the eight counties 
selected to illustrate four principal productive basins in Colorado.  Nearly 59 percent of industry output 
is associated with activities in Denver County.  In comparison, only 36 percent of sector employment 
occurs in Denver, indicating employment is broadly distributed throughout the state as compared to the 
location for recording sales revenue. 

Employment* Value
Industry Employment* Income Added Output

 (Millions)
(1) (2) (3) (4) (5)

Extraction 34,949 $4,152 $5,636 $8,080 
Drilling 4,949 528 786 1,085 
Support Activities 21,671 1,693 2,295 3,225 
Pipeline Construction 7,051 419 619 1,089 
Pipeline Transportation 20,720 4,010 4,209 5,514 

Total 89,340 $10,800 $13,545 $18,994 
Notes: estimates from IMPLAN input-output model
        * Employment measures include direct, indirect, and induced effects
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On a per capita basis, Colorado oil and gas sector activities are relatively evenly distributed across the 
basins highlighted here, although per capita measures suggest a significant industry presence Rio Blanco 
County due to a relatively low population. 

 

Table 7:  Colorado Oil and Gas Sector Economic Impact Measures, 2017 
(Statewide and Selected Counties) 

 

 

In most counties highlighted, industry presence as measured by employment per 1,000 county 
population ranges from 40 to 46.  Adams and Boulder counties have significantly less employment on a 
population-normalized basis.  Rio Blanco County has the highest concentration of oil and gas sector 
employment. 

Upstream and midstream oil and gas sector employment income, value added, and industry output also 
appear more evenly distributed across selected counties when normalized by county population than 
when considered on a gross basis as presented in Table 7.  Weld, Garfield, La Plata, and Las Animas 
counties have similar measures of population-normalized employment income, value added, and 
output, suggesting similar degrees of industry significance in county economic output. 

By these measures, the upstream and midstream oil and gas industry is approximately twice as 
significant in Weld, Garfield, La Plata, and Las Animas county economies as compared to the statewide 
normalized measures of economic impact.  Industry significance is approximately five-times statewide 
averages in Denver County, and nine to ten-times statewide averages in Rio Blanco County.  Adams 

Employment Value
Geographic Unit Employment* Income* Added Output

($Millions)
(1) (2) (3) (4) (5)

Colorado, statewide 89,340 10,800 13,545 18,994 

Denver-Julesburg Basin
Weld County 13,202 1,259 1,637 2,249 
Adams County 4,669 913 1,030 1,316 
Boulder County 2,376 136 204 363 
Denver County 32,163 7,551 9,063 11,124 

Piceance Basin
Garfield County 2,576 197 284 432 
Rio Blanco County 1,242 113 136 233 

San Juan Basin
La Plata County 2,228 173 208 398 

Raton Basin
Las Animas County 664 49 76 119 
Note: estimates from IMPLAN input-output model
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County is most typical of statewide industry significance by these measures, even while it has a lower 
share of county workforce associated with the industry as compared to the state overall 

 

Table 8:  Colorado Oil and Gas Sector Population-Normalized Economic Impact Measures, 2017 
(Statewide and Selected Counties) 

 

  

Employment Value
Geographic Unit Population Employment* Income* Added Output

(per 000's pop'n) ($Millions per 000's county population)
(1) (2) (3) (4) (5) (6)

Colorado, statewide 5,607,154    15.93 1.93 2.42 3.39

Denver-Julesburg Basin
Weld County 304,633 43.34 4.13 5.37 7.38
Adams County 503,167 9.28 1.81 2.05 2.62
Boulder County 322,514 7.37 0.42 0.63 1.13
Denver County 704,621 45.65 10.72 12.86 15.79

Piceance Basin
Garfield County 59,118 43.57 3.33 4.80 7.31
Rio Blanco County 6,420 193.53 17.60 21.17 36.22

San Juan Basin
La Plata County 55,589 40.07 3.12 3.73 7.15

Raton Basin
Las Animas County 14,238 46.63 3.41 5.35 8.33
Note: estimates from IMPLAN input-output model, normalized by U.S. Census population estimates July 1, 2017



 

17 
 

V.  Fiscal Measures of Industry Activity 

Colorado upstream and midstream oil and gas sector activities yield a broad range of fiscal resources.  
Fiscal flows associated with oil and gas activities include state personal income taxes paid by workers in 
sector establishments.  In addition, oil and gas extraction industry establishments pay the following fees 
and taxes: 

- State lease bonus payments, land lease payments, surface use agreement fees, and royalties on 
oil and gas produced from state lands. 

- Federal lease bonus payments, land lease payments, surface use agreement fees, and royalties 
on oil and gas produced from Federal lands.23 

- County property taxes on the value of oil and gas producing land, equipment and structural 
improvements on the land, and the value of the oil and gas produced from the land.24 

- State severance taxes on the value of production from private lands, state lands, Federal lands, 
and tribal lands.25 

- A levy to fund oil and gas regulation. 
- State corporate income taxes. 

Public financial payments from these sources totaled over $990 million in 2017, flowing through state 
and local governments to a broad range of beneficiaries. 

 

Table 9:  Total Fiscal Flows from Colorado Oil and Gas Sector to various Colorado Governments 

Fiscal Source Amount ($millions) Time Period Primary Uses 

Individual Income Tax $ 234.7  2017 education, social assistance 

State Lands & Minerals 99.4  FY 2017 – 18 education, parks & wildlife, 
public buildings 

Federal Lands & Minerals 84.7  2017 education, social assistance 

Property Tax 457.1  2107 education, local governments 

State Severance Tax 96.1  FY 2017 – 18 local impact grants, energy 
innovation, water & resources 

Oil & Gas Conservation 
and Environmental 

Response Fund 
13.2 FY 2016 – 2017 oil & gas regulation 

Corporate Income Tax ____8.1 2017 education, social assistance 

TOTAL: $993.3    

 

                                                           
23 A share of Federal payments are returned to the state in which they originate. 
24 The share of production from a tribal land that is owned by that tribe is not subject to county property tax. 
25 The share of production from a tribal land that is owned by that tribe is not subject to state severance tax. 
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Table 9 summarizes fiscal flows from the Colorado upstream and midstream oil and gas sector.  Property 
taxes represent the largest source of public revenue from oil and gas sector activities.  Nearly $460 
million in taxes on oil and gas property were paid or payable to a broad range of taxing districts and 
authorities across Colorado in 2017.  Property and income taxes represent approximately 70 percent of 
tax revenue generated by oil and gas industry activity in the state in 2017.  These and other fiscal flows 
serve a variety of uses, the most significant of which is public education. 

Colorado individual income taxes are assessed at a rate of 4.63 percent of taxable income.26  The 
IMPLAN I-O model used in this analysis estimates a total of $234.7 million of individual income taxes 
paid by direct, indirect, and induced workers associated with oil and gas sector establishments, after 
various permissible exclusions and deductions. 

Individual income tax payments are part of the state’s general fund.  General fund receipts are allocated 
to variety of statutory and discretionary uses, including education (41.8%), social assistance (34.6%), 
justice (5.8%), business, community, & consumer affairs (5.0%), transportation (4.9%), and other 
categories.27 

Fees associated with oil and gas extraction on state lands in Colorado are managed by the State Board of 
Land Commissioners.  The Land Commissioners manage several trusts for the benefit of Colorado public 
schools and a variety of other public institutions and purposes.  Trust assets include 2.8 million acres of 
surface land and four million acres of mineral rights.28  The trusts receive receipts for mineral lease 
bonus payments, leasing fees, surface use fees, and mineral royalties. 

Table 10 presents various oil and gas industry payments to seven trusts from fiscal year 2010 – 11 
through fiscal year 2017 – 18.  Trusts receiving oil and gas related fees in the most recent fiscal year 
include the School Trust (for public schools), the CSU Trust (for Colorado State University), the Internal 
Improvements Trust (for Colorado parks and wildlife), and the Public Buildings Trust.29  In Fiscal Year 
2017 – 18, oil and gas related revenues to these trusts totaled $99.4 million.  School Trust oil and gas 
revenues accounted for 99 percent of total oil and gas revenues to State Board of Land Commissioners 
managed trusts.30 

Over the past eight fiscal years, oil and gas revenues have been sufficient to cover a large share of 
distributions from the School Trust and the CSU Trust.  In addition, trust distributions in excess total oil 
and gas revenues may be attributable to investment earnings on oil and gas trust revenues retained for 
investments in previous years.  Thus, oil and gas revenues may be an important contributor to trust 
sustainability. 

In the case of the School Trust, oil and gas revenues have covered between 80 percent and 95 percent of 
trust distributions.  They were sufficient to cover 81 percent of School Trust distributions in the most 

                                                           
26 Colorado Department of Revenue, 2018b, p. 5. 
27 Ibid., p. 2. 
28 Colorado State Board of Land Commissioners, Income and Inventory Report, Fiscal Year 2017 – 18, p. 2. 
29 In addition to the four trusts listed above, three additional trusts received some oil and gas related revenue from 
Fiscal Year 2010 – 11 to Fiscal Year 2017 – 18:  the Hesperis Trust (Fort Lewis College), the Penitentiary Trust 
(Colorado Department of Corrections), and the CU Trust (University of Colorado). 
30 In Fiscal Year 2017-18, the CSU Trust received $666 thousand, the Internal Improvements Trust received $640 
thousand, and the Public Buildings Trust received approximately $8 thousand. 
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recently completed fiscal year.  In the case of the CSU Trust over this time period, oil and gas revenues 
have covered between 84 percent and 127 percent of trust fund distributions.  They were sufficient to 
cover 94 percent of CSU Trust distributions in the most recently completed fiscal year. 

 

Table 10: Colorado State Board of Land Commissioners, 
Oil and Gas Revenues to All Trusts 

 

 

Fees associated with oil and gas extraction on Federal lands in Colorado are administered by U.S. 
Department of Interior Office of Natural Resources and Revenue.  Federal mineral lease (FML) revenues 
from oil and gas producers include lease auction bonus payments, surface use and other fees, ongoing 
lease rental payments, and royalties on produced minerals.  Approximately 50 percent of these 
payments are returned to their state of origin.31 

Figure 4 shows total FML oil and gas revenue from Colorado from 2008 through 2017.32  Total fees 
associated with oil and gas sector activity on federal lands in Colorado were $169.4 million in 2017.  
Approximately 96 percent of these fees were mineral royalty payments.  In the decade ending 2017, 
total federal lands oil and gas fees in Colorado ranged from $347.0 million in 2008 to $147.8 million in 
2016.  Assuming 50 percent of Federal fees are returned to Colorado, the state will receive $84.7 million 
from Federal lands oil and gas fees in 2017.  As these fees are paid into the state general fund, we 
assume uses may be estimated in proportion to general fund uses. 

Property taxes in Colorado are levied by local governmental jurisdictions (counties, municipalities, 
special purpose tax districts, etc.) on property values assessed in accordance with state statutes.  Oil and 
gas lands are assessed at 87.5 percent of production value.  Other commercial property is assessed at 29 
percent of market value.  The residential property assessment rate is revised annually to maintain a 
statutory ratio between total property tax collections from commercial property and those from 
residential property. 

                                                           
31 Colorado General Assembly, Legislative Council Staff, Colorado Online Tax Handbook – Severance Tax. 
32 Some values may be negative on net due to credits for excess payments in previous years. 

REVENUES (millions) FY 2010-11 FY 2011-12 FY 2012-13 FY 2013-14 FY 2014-15 FY 2015-16 FY 2016-17 FY 2017-18
 - MINERALS -
Oil Royalties $17.53 $27.35 $34.04 $76.61 $79.24 $42.07 $44.02 $56.05
Gas Royalties 16.13            17.44            13.80            23.47            26.13            17.48            20.71            25.15            
Bonus 63.26            78.45            53.18            50.04            50.70            42.68            20.29            15.34            
Oil and Gas Rentals 1.40              2.25              2.62              2.35              1.97              1.62              1.19              1.30              

 - SURFACE -
Surface Use Agreements 0.32              0.21              0.49              0.65              0.52              0.75              0.50              1.56              

Total Oil & Gas Revenues $98.65 $125.70 $104.14 $153.12 $158.56 $104.60 $86.72 $99.40

TRUSTS DISTRIBUTIONS (millions) $112.70 $132.47 $118.44 $166.54 $179.91 $130.62 $109.03 $122.31

Oil & Gas Revenue
    as share of total distributions 0.88 0.95 0.88 0.92 0.88 0.80 0.80 0.81
Source:  Colorado State Board of Land Commissioners, Income and Invetory Reports, Fiscal Years 2014-15, 2015-16, 2016-17, 2017-18.
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Figure 4:  Oil and Gas Fees Paid on Federal Lands in Colorado 

 

 

Table 11 presents assessed property values and effective mill levies for oil and gas property from 2013 
through 2017.  Oil and gas properties are assessed a tax on the value of lands, improvements to those 
lands, and personal property.  Improvements generally refer to unsalvageable investments, such as 
drainage or roads.  Personal property refers to salvageable or investments such as equipment installed 
on the land. 

 

Table 11:  Oil and Gas Assessments and Levies 

 

 

Assessed Values (millions) effective tax
year Land Improvements Personal Property Total mill levy assessment
2013 $6,829.0 $6.0 $1,945.3 $8,780.2 50.6 $444.5
2014 9,112.8 2.3 1,994.2 11,109.3 50.9 565.8
2015 11,175.2 4.5 2,164.3 13,344.0 52.1 695.6
2016 6,099.8 9.0 2,139.9 8,248.7 59.0 486.9
2017 5,381.4 8.8 2,124.0 7,514.1 60.8 457.1

Sources: State of Colorado, Department of Local Affairs, Division of Property Taxation, Annual reports, 2013 to 2017.
                  Garfield County Assessor, Weld County Assessor.
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For the purpose of property taxation, oil and gas lands are valued at a uniquely high rate among 
commercial properties in Colorado, and according to the revenues obtained from production from those 
lands.  Improvements and personal property are valued similarly to other commercial property in 
Colorado, and on a cost basis.  Oil and gas lands are assessed at 87.5 percent of the value of primary 
production.33  Improvements and personal property are assessed at 29 percent of their depreciated 
cost.  Property taxes due are calculated by multiplying the product of market (in the case of production 
from land) or cost basis (in the case of improvements and personal property) and the assessment rate 
(87.5 percent in the case of primary production, 29 percent in the case of improvements and personal 
property) by the property tax mill levy corresponding to the location of the taxable property. 

In 2017, Weld and Garfield oil and gas property assessed values represented nearly 76 percent of total 
oil and gas property assessed values in 2017.  Therefore, effective mill levies are estimated from a 
weighted average of the effective mill levies on oil and gas properties in Weld and Garfield counties.34  
The average is weighted in proportion to oil and gas property value between Weld and Garfield counties 
in 2017, approximately 81 / 19. 

Because oil and gas lands are valued according to production, land values will vary with commodity price 
fluctuations.  However, because property taxes are paid in arrears (i.e. taxes due are calculated 
according to prior-year assess values), variation in assessments and taxes will lag commodity price 
fluctuations.  Colorado oil and gas property tax assessments ranged from $444.5 million to $695.6 
million from 2013 to 2017.  We estimate a total of $457.1 million in property tax payments due in 2018 
to various tax authorities in Colorado are associated with the 2017 assessed value of oil and gas 
produced from lands, improvements on those lands, and personal property (equipment, etc.) associated 
with those lands.  Given higher average crude oil prices in 2018 as compared to 2017, we expect 
property taxes due in 2019 to exceed this 2018 estimate. 

Colorado levies severance taxes on production of coal, metallic minerals, molybdenum, oil and gas, and 
oil shale.  Oil and gas severance taxes are assessed on wells producing in excess of 15 barrels of oil per 
day or 90 thousand cubic feet of gas per day.  Taxes are assessed on gross income net of deductions for 
transportation, manufacturing, and processing prior to sale.35  Wells subject to the tax are assessed at a 
rate of two to four percent of gross income below $300 thousand per year, and five percent for gross 
income in excess of $300 thousand per year.  Oil and gas producers are permitted a credit for 87.5 
percent of county land taxes.  County taxes on surface facilities are not creditable against state 
severance taxes. 

Table 12 shows Colorado oil and gas net severance tax collections for fiscal years 2013 – 14 through 
2017 – 18.  Oil and gas severance tax revenue was $96.1 million in the most recently completed fiscal 
year.  Oil and gas net severance tax receipts averaged $136.1 million per year over the past five fiscal 
years.  As expected, the variation in severance tax receipts follows movements in oil prices throughout 
the time period. 

 

                                                           
33 Secondary production is assessed at 75 percent of sales value. 
34 Obtained from Weld and Garfield County Assessors, respectively. 
35 Ibid. 
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Table 12:  Colorado Oil and Gas Net Severance Tax Collections 

Fiscal Year Collections (millions) 
2013 – 2014 $235.2 
2014 – 2015 284.7 
2015 – 2016 79.0 
2016 – 2017 (14.3)* 
2017 – 2018 96.1 

* refunds exceeded collections in FY 2017. 
Source:  Colorado Department of Revenue, 2018 Annual Report. 

 

Colorado severance taxes are allocated to a variety of energy, resource, and local uses.36  By statute, the 
first $1.5 million of annual receipts flows to the Innovative Energy Fund.  The remainder of severance tax 
revenues is split evenly between the Department of Natural Resources Severance Tax Trust Fund and 
the Department of Local Affairs Local Government Severance Tax Fund.  The Severance Tax Trust Fund 
allocates funds to natural resource and energy related programs and water and other capital projects.  
The Local Government Severance Tax Fund allocates approximately 70 percent to local impact grants 
and loans, with the remaining 30 percent distributed to local governments according to metrics 
proportionate to local oil and gas and mining activities. 

The Oil and Gas Conservation and Environmental Response Fund is maintained through a levy on the 
production value of oil, natural gas, and CO2 sales net of exemptions.37  Allocations from the Fund 
constituted over half of the Colorado Oil and Gas Conservation Commission budget in fiscal year 2016 – 
17, with the remainder largely funded by the state severance tax.38  The levy was raised to 1.1 mills from 
0.7 mills in February 2018.39  At that time, the rate hike was expected to raise an additional $4.8 million 
for the fund in 2018,40 bringing the total expected levy for the year to $13.2 million. 

Colorado corporate income taxes are assessed at a rate of 4.63 percent of taxable income.41  The 
IMPLAN I-O model used in this analysis estimates a total of $8.1 million of corporate income taxes paid 
by establishments in the Colorado oil and gas sector, after various permissible exclusions and 
deductions.  

                                                           
36 Ibid. 
37 Colorado Revised Statutes §34-60-124. 
38 Colorado Oil and Gas Conservation Commission, 2016. 
39 Finley, 2018. 
40 Ibid. 
41 Colorado Department of Revenue, 2018a, p. 8. 
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VI.  Conclusion 

Resource industries are an important part of a diverse Colorado economy.  And those industries 
comprising the upstream and midstream oil and natural gas sector represent a significant share of 
Colorado resource industries.  This study examines economic and fiscal impacts from upstream and 
midstream oil and natural gas industry activities in Colorado. 

Colorado has been a significant driver of nationwide growth in U.S. shale oil and gas production.  With 
the advent of shale-play-focused innovations in 2008, oil production in Colorado has grown more than 
four times that of nationwide growth in oil production.  And much of the growth in natural gas 
production in the state is associated with oil production. 

Nearly 30,000 workers are directly employed by establishments or working as sole proprietors in 
Colorado oil and natural gas sector industries.  The complete oil and natural gas sector supply chain 
includes over 8,600 additional positions in establishments outside those narrowly-classified to upstream 
and midstream industries.  Accounting for those indirectly employed in sector activities, over 38,000 
workers were engaged in upstream and midstream oil and natural gas activities in 2017. 

Expenditures of earnings by Colorado’s upstream and midstream oil and natural gas sector workforce 
induce nearly 51,000 additional employed positions in a wide variety of sectors throughout the state.  
Total employment associated with the sector – including those directly employed by sector 
establishments, those in supporting industries whose employment is indirectly supported by sector 
activities, and those whose employment is induced by expenditures of sector earnings – exceeded 
89,000 in Colorado in 2017. 

Total workforce earnings associated with the sector are estimated at $10.8 billion in 2017.  We estimate 
the value of industry-associated output was $19 billion in 2017, adding approximately $13.5 billion to 
state domestic product.  These economic measures are associated with establishments in upstream and 
midstream oil and natural gas industries only, and exclude employees, wages, value added, and output 
from refining and marketing and other sectors supporting downstream activities. 

Various fees and taxes are paid by upstream and midstream oil and natural gas sector establishments 
and workers.  In some cases, these public revenue streams exceed or do not have a counterpart in other 
industries.  For example, as in other industries, oil and natural gas establishments and workers pay 
income taxes to the state and some municipalities.  And the oil and natural gas sector pays property 
taxes to counties and municipal governments.  Unlike other industries, the assessment rate on oil and 
gas lands value is 75 to 87.5 percent, as compared to 29 percent for the general assessment rate for 
corporate property.  And unlike other industries, oil and natural gas extraction establishments pay 
royalties and taxes on the value production, in addition to taxes paid on earnings.  The state receives 
royalties for oil and gas production from state and federal lands and severance taxes on all production in 
Colorado. 

Various taxes and fees on oil and natural gas activity produce at least seven distinct streams of public 
revenue in Colorado.  We estimate the various public revenue streams amounted to over $990 million 
received by various state and local governmental organizations in Colorado in 2017.  Much of the public 
financial impact of the industry flows to education and social assistance programs in the state.  
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