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Key findings  
 

• The new cap-and-trade trade system proposed by the Government of Canada to reduce 
greenhouse gas (GHG) emissions in the upstream oil and gas sector may have significant 
impacts on the Canadian and Alberta economies if the pace of emissions abatement fails 
to meet the federal government’s expectations by 2030. 

• Three scenarios are modelled around different levels of GHG emissions abatement being 
achieved in the oil and gas sector. In each scenario, emissions reductions through new 
investments and efficiencies are not sufficient to meet the proposed upper legal bound of 
134 Mt of GHG emissions by 2030 and would therefore require production cuts (relative to 
the baseline production forecast in 2030 and beyond) to achieve the emissions target. 

• The three scenarios vary by the degree to which methane emissions in the oil and gas 
sector are reduced from 2012 levels. Specifically, we model methane emssions reductions 
of 75 per cent (the federal target), 60 per cent, and 45 per cent by 2030. The 75 per cent 
methane reduction is assessed as the most likely trajectory as it is feasible to achieve with 
existing technologies. A 45 per cent methane emissions reduction from 2012 levels has 
already been achieved. It is very likely that methane emissions will decline further this 
decade.  

• The oil and gas productions cuts forecasted lead to a one-time, permanent decline in total 
Canadian real GDP of between 0.9 per cent (most likely outcome) to 1.6 per cent (least 
likely outcome) relative to the baseline in 2030. This is equivalent to a loss of $22.8 to 
$40.4 billion in 2012 dollars. The cost of reducing emissions through oil production cuts is 
between $1,800 and $2,100 per tonne of forgone GHG emissions in nominal terms. In 
Alberta, real GDP would fall by between $16.3 and $28.5 billion—or by 3.8 per cent and 
6.7 per cent, respectively.  

• Government revenues would also feel the pinch of lower oil and gas output. In 2030, 
federal government revenues would fall by between $4.4 and $7.9 billion in nominal 
terms, while total provincial and territorial government revenues would contract by 
between $7.0 and $12.5 billion. In Alberta, provincial government revenues would contract 
by between $4.0 and $7.1 billion in the 2030-31 fiscal year with lower royalties accounting 
for just over 60 per cent of the decline. 
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Introduction 

In December 2023, the Government of Canada announced plans to implement a national 

cap-and-trade system to help reduce greenhouse gas (GHG) emissions in the oil and gas 

sector under the Canadian Environmental Protection Act, 1999 (CEPA) to achieve the goal 

of net-zero emissions by 2050.1 Under the proposed regulations, the federal government will 

establish an emissions cap with permits specific to the oil and gas sector, and impose an 

upper legal bound on GHG emissions in the oil and gas sector by 2030 which permits the 

purchase of a limited number of other compliance instruments to offset emissions above the 

cap, and up to the legal bound. The regulations assume that the new emissions cap is 

technically achievable through sector efficiency gains, investment in emissions abatement 

technology, investment in methane abatement, and the new emissions allowances, without 

the need to cut oil and gas production.2  

 

Under the federal government’s proposed regulations, upstream oil and gas facilities (which 

make up approximately 85 per cent of the total oil and gas sector) are assumed to meet an 

emissions cap equal to between 106 and 112 Mt CO2e by 2030. However, these firms have 

some degree of compliance flexibility and are allowed to purchase up to 25 Mt in other 

emissions allowances to produce emissions above the emissions cap, up to a proposed 

legal upper bound of between 131 and 137 Mt by 2030 — about 20 to 23 per cent below 

2019 levels.  

 

This upper bound was developed using Canada Energy Regulator’s (CER) Canada Net-

Zero Forecast, in which emissions intensities3 are set at 2019 levels and remain constant for 

any given production level. Without any abatement under these assumptions, GHG 

emissions in the upstream oil and gas sector are expected to rise from 171 Mt in 2019 to 

199 Mt in 2030. To reduce emissions to the legal upper bound, the federal government 

assumes that 29 Mt is achieved through emissions reduction technologies, such as carbon 

capture and storage (CCS) and solvents, and 37 Mt is achieved through methane 

reductions. This would bring total oil and gas emissions down to 134 Mt by 2030. (See Table 

1.) However, in the case where at least some emissions targets are not met, the oil and gas 

sector will have to cut production, resulting in a significant negative shock to the Canadian 

and Alberta economies. 

 

 

 

 

 
1 Environment and Climate Change Canada, 2023, A Regulatory Framework to Cap Oil and Gas 
Sector Greenhouse Gas Emissions, Gatineau: Government of Canada. 
2 In the Government of Canada’s proposed regulations, “technically achievable” emissions reductions 
were “based on an assessment of the abatement technologies that can feasibly be deployed within 
the sector by 2030, considering the status of available technologies, the availability of equipment and 
labour, as well as timelines for permitting and approvals. The estimates were informed by information 
from industry and other interested parties.” ECCC, A Regulatory Framework, 12. 
3 Emissions intensity is defined as the volume of GHG emissions per unit of real Gross Domestic 
Product (GDP). 
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Table 1: Federal Government estimates of baseline GHG emissions and technically 

achievable reductions by 2030 

Mt CO2e in 2030 

 2019 Production 

Levels Scenario 

CER Canada Net-Zero 

Production Scenario 

2030 GHG baseline emissions(a)  174 199 

Technically achievable non-methane 

emissions reductions 

-27 -29 

Technically achievable methane 

emissions reductions 

-33 -37 

Total estimated 2030 GHG emissions 

(with abatement) 

114 134 

The 2030 emissions cap and legal 

upper bound 

106 to 112(b) 131 to 137(c) 

(a) Total emissions without abatement. Estimated by assuming 2019 emissions intensities remain constant for the given 
production level. 

(b) The allowance level was set at a level slightly below the estimated GHG emissions with abatement for the 2019 Production 
Levels Scenario 

(c) Includes allowances and use of compliance flexibility units. 
Source: Environment and Climate Change Canada, Conference Board of Canada  

 

In this report, we estimate the potential economic impact of production cuts in the upstream 

oil and gas sector that could be required to meet the upper legal bound of GHG emission of 

134 Mt by 2030 if federal emissions abatement targets are not achieved. We present three 

scenarios, which vary by the amount of methane reduction the sector is able to achieve by 

2030. In Scenario 1, methane emissions are reduced by 75 per cent relative to 2012 

volumes, which is in line with the federal government’s new regulations, while in Scenarios 2 

and 3, methane emissions reductions of only 60 per cent and 45 per cent, respectively, are 

achieved.  

 

Under all three scenarios, non-methane emissions abatement is based on recent historical 

trends of efficiency gains and the pace of abatement technology adoption rather than the 

federal government’s assessment. This implies just over 10 Mt of non-methane emissions 

reductions by the upstream oil and gas sector, around one third of the 29 Mt in GHG 

reductions proposed by the Government of Canada, by 2030. Under these assumptions, the 

oil and gas sector will have to cut production to meet the upper legal bound of GHG 

emissions in 2030, resulting in significant negative shocks to the Canadian and Alberta 

economies. 

 

Assumptions 

In each of the three scenarios in this analysis upstream oil and gas facilities are assumed to:  

• continue to reduce the GHG intensity of their production between now and 2030; 

• fully utilize the 25Mt of compliance flexibility embedded in the emissions cap by 

purchasing other offsets; and,  
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• reduce production if sector emissions are greater than the legal upper bound of 134 

Mt CO2e in order to comply with the emissions cap.4 

 

In order to be consistent with the production projections underpinning the design of the oil 

and gas sector emissions cap, oil and gas production forecasts are based on the Canada 

Energy Regulator’s (CER) Canada’s Energy Future 2023 Canada Net Zero Scenario.5 

These projections imply an increase of 18.5 per cent in oil production and 12.5 per cent in 

gas production from 2019 to 2030. 

 

We present three scenarios, which vary by the amount of methane reductions which the 

upstream oil and gas sector is able to achieve by 2030. The greater the amount of methane 

reductions the less production needs to decline to comply with the emissions cap. (See 

Table 2.) In Scenario 1, methane emissions are reduced by 75 per cent relative to 2012 

levels by 2030, in line with the Federal Government’s updated methane emissions 

regulations. Production cuts in this scenario therefore reflect only the difference between our 

projections and ECCC's projections of non-methane GHG emissions.6  

 

In Scenario 2, the upstream oil and gas sector reduce methane emissions by 60 per cent, in 

line with existing efforts and investments in the sector to comply with previous federal and 

provincial government regulations.7  

 

Scenario 3 assumes the upstream oil and gas sector reduces methane emissions by 45 per 

cent in 2025, broadly in line with Alberta’s existing provincial target. However, as of 2021, 

methane emissions nationally were already 36 per cent below 2012 levels and all the 

requirements to comply with the federal methane regulations came into force at the start of 

2023. This scenario therefore implies there are no further reductions in methane emission in 

the sector. 

 

The most likely path for methane emissions is the 75 per cent reduction from 2012 levels 

assumed in Scenario 1. ECCC estimates that the marginal investments required to comply 

 

 
4 For simplicity, these production cuts are assumed to occur uniformly across the upstream oil and 
gas sector. To the extent that non-conventional production, which has a higher GHG emissions 
intensity is cut first, this approach will over-estimate the national production cuts required. Offsetting 
this in terms of the Alberta-specific impact, non-conventional oil production is concentrated in Alberta 
so including conventional oil and gas production reduces the share of the production cuts which occur 
in Alberta. In addition, in practice the legal upper bound is expected to decrease over time to reach 
net zero by 2050, in this analysis the cap is held constant at 2030 levels. 
5 While the CER production projections were used to define the GHG emissions assumptions for each 
scenario, we used The Conference Board of Canada’s own oil and gas sector forecast to conduct the 
analysis. If The Conference Board of Canada’s production forecast were used in place of CER’s 
projections, then the GHG emissions gap presented in Table 2 would be 2.2 Mt greater in each 
scenario. However, the resulting GDP impact per Mt of GHG emissions under each production 
projection would be relatively unchanged.  
6 Canada Gazette, Part 1, Volume 157, Number 50: Regulations Amending the Regulations 
Respecting Reduction in the Release of Methane and Certain Volatile Organic Compounds 
(Upstream Oil and Gas Sector) 
7 Regulations for the reduction of methane releases in the upstream oil and gas sector: frequently 
asked questions - Canada.ca 

https://www.gazette.gc.ca/rp-pr/p1/2023/2023-12-16/html/reg3-eng.html
https://www.gazette.gc.ca/rp-pr/p1/2023/2023-12-16/html/reg3-eng.html
https://www.gazette.gc.ca/rp-pr/p1/2023/2023-12-16/html/reg3-eng.html
https://www.canada.ca/en/environment-climate-change/services/canadian-environmental-protection-act-registry/methane-upstream-oil-gas-regulations-questions.html
https://www.canada.ca/en/environment-climate-change/services/canadian-environmental-protection-act-registry/methane-upstream-oil-gas-regulations-questions.html
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with the updated draft methane regulations will cost a little over $70 per tonne on average 

and leverage currently available technology.8 Even the most expensive methane reduction 

measures cost on average $125 per tonne. It is therefore likely that most firms will 

implement these methane reduction measures, rather than choose to reduce production. 

Scenarios 2 and 3 represent the downside risk that the updated methane regulations are 

much more costly to implement, or much less effective than expected. 

Table 2: Scenarios, GHG Assumptions for 2030 

 Methane 

assumption*  

Methane 

efficiency 

gains** 

Mt CO2e  

Other GHGs 

assumptions 

Other GHG 

efficiency 

gains** 

Mt CO2e  

GHG 

emissions 

gap***  

Scenario 1  Firms achieve a 75% 

reduction in methane 

emissions by 2030 

37.6 
Efficiency 

gains based 

on historical 

trend (2005-

2019) in non-

methane GHG 

emissions 

intensity 

10.5 

16.9 

Scenario 2 

 

Firms achieve a 60% 

reduction in methane 

emissions by 2030  

29.1 25.4 

Scenario 3 Firms achieve a 45% 

reduction in methane 

emissions by 2030  

20.7 33.8 

*  Methane reduction percentages are relative to 2012 levels 
**  Implied reduction in GHG emissions relative to projected 2030 production levels at 2019 emissions intensities 
*** Emissions reductions requiring production cuts relative to legal upper bound in 2030 (134Mt CO2e) 
Sources: Conference Board of Canada, Canada Energy Regulator, Environment and Climate Change Canada   

 

The estimated efficiency gains which result in a reduction of non-methane GHG emissions 

of 10.5 Mt CO2e are the same for each of the three scenarios and are based on the 

observed trend in emissions intensity between 2005 and 2019, based on the 2023 National 

Inventory Report, estimated separately for conventional, oil sands and natural gas 

production. This figure represents the efficiency gains we can be very confident in achieving, 

around half of which are accounted for by newly installed or under construction carbon 

capture, utilization and storage projects in the oil and gas sector and the rest of which 

reflects other efficiency gains, for example the increased use of solvents.9  

 

Our estimate of non-methane GHG emissions efficiencies achieved by 2023 is significantly 

lower than the 29 Mt of efficiency gains projected by the ECCC. Achieving the ECCC 

estimate of non-methane GHG emissions reduction would require that most of CCUS 

investments which are planned but not yet under construction – around 14 Mt CO2e 

according to the IEA – is realized and delivered on time, alongside other investments in 

 

 
8 Canada Gazette, Part 1, Volume 157, Number 50: Regulations Amending the Regulations 
Respecting Reduction in the Release of Methane and Certain Volatile Organic Compounds 
(Upstream Oil and Gas Sector) 
9 CCUS pipeline calculations based on CCUS Projects Explorer – Data Tools - IEA 

https://www.gazette.gc.ca/rp-pr/p1/2023/2023-12-16/html/reg3-eng.html
https://www.gazette.gc.ca/rp-pr/p1/2023/2023-12-16/html/reg3-eng.html
https://www.gazette.gc.ca/rp-pr/p1/2023/2023-12-16/html/reg3-eng.html
https://www.iea.org/data-and-statistics/data-tools/ccus-projects-explorer
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emissions reductions. To date, only 3Mt of this pipeline of CCUS capacity has a final 

investment decision date.10  

 

The proposed oil and gas sector emissions cap includes a degree of compliance flexibility, 

where covered facilities have the option to use other compliance instruments to offset up to 

25Mt CO2e of GHG emissions. Eligible compliance units include i) domestic offset credits, ii) 

contributions to a decarbonization fund and iii) internationally transferred mitigation 

outcomes (ITMOs). In all three scenarios, firms fully utilize these instruments to offset 25Mt 

of GHG emissions at a cost of $50 per tonne which reduces profits in the oil and gas sector. 

We assume that half of the offsets are domestic and half are international, with the purchase 

of domestic offsets representing a redistribution of profits between sectors within the 

Canadian economy. 

 

To achieve the upper legal bound of 134 Mt of GHG emissions in each scenario under the 

assumptions described above, upstream oil and gas firms are forced to cut production 

relative to the baseline scenario. This assumes that either the costs of complying with 

updated federal regulations are higher and/or the benefits of doing so are lower than value 

of the lost production. Of these production cuts, the vast majority will occur in Alberta. Using 

a GHG emissions intensity weighted share of oil and gas production, the province would be 

responsible for 79 per cent of the national oil and gas production cuts. While all three 

scenarios imply a reduction in oil and gas sector production in 2030 relative to the baseline 

projections, in Scenario 1 — the most likely trajectory for emissions in which the 75 per cent 

methane reduction target is achieved — oil & gas production is still projected to be nearly 5 

per cent higher in 2030 than in 2019.  

 

Results 

The oil production cuts represent a significant change from the Conference Board’s autumn 

editions of the Canadian and Provincial Long-Term Outlooks. The cuts to oil production are 

assumed to affect mostly exports, such that they result in few downstream impacts on 

domestic refining or other manufacturing. The model simulations are produced over the 

2030 to 2040 forecast horizon, incorporating varying assumptions on the oil production cuts 

required to achieve the 2030 emissions cap. Through the economic linkages represented in 

our economic models, we can quantify the effects of a reduction in oil production on a wide 

range of economic variables. This exercise is done by comparing each variable of interest in 

the three shock scenarios to those in the control scenario. The results are presented as the 

range of outcomes between the 75 percent and 45 per cent methane reduction scenarios, or 

Scenarios 1 and 3, respectively.   

 

Given the dynamic nature of the models, the impact of reduced oil production is felt 

throughout the economy. Industries that are closely tied to oil production are directly 

 

 
10 The IEA CCUS pipeline includes the actual or planned year of final investment decision. This is the 
point in the project planning process where the decision of whether to proceed with the investment is 
taken, after which contracts with suppliers are signed and capital is provisioned. 
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affected – in particular, mining services. Exports of oil are also affected, having an impact on 

transportation and other industries. In addition to these direct and indirect impacts, the 

economic models capture induced impacts. For instance, oil production is capital intensive, 

such that the immediate effect of a cut to oil production is reflected in a loss in corporate 

profits. This will impact investment in the energy sector, but also across other industries due 

to supply chain impacts and other knock-on effects. Employment is also reduced in the 

energy and other sectors as the impact on the economy broadens. Reduced employment 

will have repercussions on income, tax revenues, consumer spending, which, in turn, will 

have further knock-on effects on other output categories, investment and so forth.  

 

National Results 

The shocks modelled through oil and gas sector production cuts are assumed to be 

permanent, such that oil and gas production never returns to the levels in the baseline 

scenario. On an expenditure basis, total real Gross Domestic Product (GDP) declines by 

between $22.8 in the 75 per cent scenario and $40.4 billion (real 2012 dollars) in the 45 per 

cent scenario in 2030—or by between 0.9 and 1.6 per cent. Over the 11 years between 

2030 and 2040, GDP is $22.5 to $39.3 billion (0.8 to 1.4 per cent) lower per year on 

average. (See Table 3.) To illustrate the magnitude of these impacts, under the most likely 

scenario (75% methane reduction), the cumulative reduction in GDP over the 11-year 

forecast would be $247 billion in real (2012) dollar terms, or $597 billion in nominal terms 

between 2030 and 2040. 

Table 3: Key Results, Canada, Deviation from Baseline Forecast in 2030 

 Scenario 1: 

75% methane 

reduction 

Scenario 2: 

60% methane 

reduction 

Scenario 3: 

45% methane 

reduction 

GDP (%) -0.9 -1.3 -1.6 

GDP (2012$b) -22.8 -32.1 -40.4 

Oil and Gas Extraction  -14.3 -20.3 -25.7 

Household consumption -7.1 -10.1 -12.9 

Business investment -7.5 -10.4 -13.0 

Exports -11.8 -16.8 -21.3 

Imports -3.8 -5.5 -7.0 

Unemployment rate (percentage) 0.3 0.5 0.6 

Employment (%) -0.4 -0.5 -0.7 

Wages and salaries (%) -0.6 -0.9 -1.1 

Federal Government Revenue (%) -0.8 -1.1 -1.4 

Total P/T Government Revenues (%) -0.9 -1.3 -1.6 

Federal Government Revenue* ($b) -4.4 -6.2 -7.9 

Total P/T Government Revenue* ($b) -7.0 -9.9 -12.5 

Federal Government Balance* ($b) -4.8 -6.8 -8.6 

Total P/T Government Balance* ($b) -6.8 -9.6 -12.2 
 *  Government finances are reported in nominal terms in this table and throughout the report. 
Note: Total P/T Government Revenue and Balance refers to Total Provincial and Territorial Revenues and Balances. 
 
Source: Conference Board of Canada 
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Real GDP in the oil and gas sector alone is reduced by between $14.2 and $25.7 billion, or 

roughly 11 to 20 per cent from the baseline scenario (both in 2030, and on average per year 

between 2030 and 2040) depending on the level of methane reductions achieved. 

 

Consumer expenditures contribute $7.1 to $12.9 billion to the decline in total real GDP in 

2030—a 0.5 to 0.9 per cent drop—but more important are the declines in exports and 

business investment, at $7.5 to $13.0 billion and $11.9 to $21.3 billion, respectively. The 

reduced consumer and investment spending contributes to a significant reduction in imports, 

which counters the decline in total GDP by $3.8 to $7.0 billion in 2030 and dampens the 

impact on the trade balance. On average, consumption and business investment are, 

respectively, $10.1 to $17.9 billion and $8.3 to $14.4 billion lower each year between 2030 

and 2040.  

 

In general, each Mt of GHG emissions that needs to be reduced through production cuts in 

the oil and gas sector will result in a decline of real GDP of $1.2 to $1.3 billion. In nominal 

terms, each tonne of emissions reduced through production cuts will reduce GDP by $1,800 

to $2,100 and combined federal and provincial government revenues by between $600 and 

$700 per tonne of CO2e emissions. 

 

Total employment in the three scenarios declines by between 82,000 (0.4 per cent) and 

151,000 (0.7 per cent) in 2030, boosting the unemployment rate by 0.3 to 0.6 percentage 

points despite a modest reduction in labour force participation rates. On average between 

2030 to 2040, the unemployment rate is 0.3 to 0.6 percentage points higher each year. 

Employment in primary industries, such as forestry, fishing and trapping and mining, 

declines by 23,000 to 42,000, although nearly all of these could be attributed to the mining 

sector. Manufacturing is also hit, with 5,000 to 10,000 jobs lost in 2030, while commercial 

services employment declines by 28,000 to 52,000. In addition, slackness in the labour 

market contributes to a 0.6 to 1.1 per cent reduction in nominal wages in 2030. 

 

While the oil and gas sector production cuts are assumed to be permanent, the impact on 

the economy is somewhat mitigated over time. A negative shock to the economy results in a 

negative output gap, which lowers inflation and prompts the Bank of Canada to lower 

interest rates. The Canadian dollar also depreciates as a result of the shock. Over time, 

lower rates and price competitiveness help reduce the initial negative shock on exports, 

consumer spending and business investment but these automatic mitigating factors do not 

suffice to bring the economy back to potential even by 2040. Most fiscal policy levers in the 

models are exogenous, meaning that nominal expenditures on programs (excluding debt 

financing and employment insurance) are not adjusted as a result of the shock. 

 

Government accounts 

Reductions in labour income, consumer spending and corporate profits are the main 

contributors to a 0.8 to 1.4 per cent decline—or $4.4 to $7.9 billion in nominal terms—in 

federal government revenues in 2030. On average, federal government revenues are $7.7 

to $13.8 billion per year lower on average in nominal terms between 2030 and 2040.  

Federal government expenditures are bolstered by increased expenditures on social 



 

The Conference Board of Canada  11 

programs, in particular employment insurance. The federal balance deteriorates but the 

impact on debt financing costs is muted over most of the forecast horizon because of lower 

interest rates. Overall, the federal government balance deteriorates by $4.8 to $8.6 billion in 

2030, or $6.7 to $11.7 billion per year between 2030 and 2040, in nominal terms.  

 

Provincial and territorial government revenue is reduced by $7.0 to $12.5 billion in 2030, or 

$10.4 to $18.6 per year between 2030 and 2040, in nominal terms. Of this, $3.2 to $5.8 

billion is due to a reduction in royalties, which decline in line with the cuts to oil and gas 

production. 

 

Alberta 

Based on a GHG emissions intensity weighted share of oil and gas production, Alberta 

would be responsible for the vast majority—79 per cent—of national production cuts. As in 

the national scenario, the decrease in production is permanent, with oil and gas production 

not returning to baseline levels by the end of the scenario period. Due to Alberta’s greater 

share of Canada’s oil and gas sector, the production cuts have a larger impact in the 

province compared to the rest of the country. On an output basis, total real GDP in Alberta 

declines by between $16.3 to $28.5 billion—or 3.8 and 6.7 per cent—relative to the baseline 

in 2030. On average, Alberta’s GDP declines by between $18.9 and $31.5 billion per year 

between 2030 and 2040 in real (2012$) terms. The vast majority of this contraction comes 

from Alberta’s mining and oil and gas extraction sector, which sees a decline in real GDP by 

between $12.7 and $22.8 billion, or 11.7 to 21.0 per cent relative to the baseline scenario, 

depending on the level of methane reductions reached. (See Table 4). 

Table 4: Key Results, Alberta, Deviation from Baseline Forecast in 2030 and 

FY2030/31 

 Scenario 1: 

75% methane 

reduction 

Scenario 2: 

60% methane 

reduction 

Scenario 3: 

45% methane 

reduction 

GDP (%) -3.8 -5.4 -6.7 

GDP (2012$b) -16.3 -22.7 -28.5 

Mining and Oil and Gas Extraction  -12.7 -18.1 -22.8 

Unemployment rate (percentage) 0.5 0.7 0.9 

Employment (%) -1.9 -2.6 -3.2 

Government revenue (%) -4.5 -6.3 -7.9 

Government revenue* ($b) -4.0 -5.6 -7.1 
*  Government finances are reported in nominal terms in this table and throughout the report. 
Source: Conference Board of Canada 

 

Total employment in the province declines by between 54,000 and 91,500, boosting the 

unemployment rate in 2030 by 0.5 to 0.9 percentage points. On average between 2030 and 

2040, employment in Alberta is between 66,300 and 102,600 lower per year and the 

unemployment rate is 0.5 to 0.8 percentage points higher. Alberta government revenues are 

between $4.0 and $7.1 billion lower in the 2030-31 fiscal year, or $7.2 to $12.6 billion lower 

on average between 2030 and 2040. In 2030-31 lower royalties account for just over 60 per 
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cent of the decline in Alberta government revenues, though this share declines over time. 

While output and employment in Alberta do not recover to baseline levels by the end of the 

simulation period, just like Canada overall, the negative impacts are mitigated slightly by 

lower interest rates and a depreciation of the Canadian dollar. 

 

Conclusion 

According to the Government of Canada’s proposed cap-and-trade regulation to reduce 

GHG emissions in the oil and gas sector, the combination of projected feasible reductions in 

methane emissions, non-methane emissions, and up to 25 Mt in compliance flexibility would 

allow the sector to reduce emissions to a legal upper bound of 134 Mt by 2030 without 

cutting production. However, if methane abatement targets are not met and sector efficiency 

gains and non-methane emissions abatement technology adoption are lower than federal 

government targets, the oil and gas sector would have to reduce production. This would 

result in a significant negative shock to the Canadian and Alberta economies.  

 

We present three scenarios, in which non-methane abatement follows recent historical 

trends rather than the federal government target and vary by the amount of methane 

reduction the sector can achieve by 2030: 75 per cent, 60 per cent, and 45 per cent below 

2012 levels. Under the most likely scenario—a 75 per cent reduction in methane 

emissions—oil and gas sector production cuts would lead to a decline in Canadian real 

(2012$) GDP of $22.8 billion—or 0.9 per cent—relative to the baseline in 2030. This 

contraction increases to $40.4 billion—or 1.3 per cent—below the baseline forecast in the 

scenario in which there are no further reductions in methane emissions from current levels 

(i.e., the 45 per cent reduction scenario).  

 

Overall, for each Mt of GHG emissions that needs to be reduced through production cuts, 

Canadian real GDP will decline by between $1.2 to $1.3 billion, or $1,200 to $1,300 per 

tonne of CO2e emissions. Due to Alberta making up the lion’s share of the national oil and 

gas sector, production cuts will have a greater impact on the province compared to the rest 

of the country. Real GDP in the province would fall by between $16.3 billion in the 75 per 

cent scenario to $28.5 billion—or by between 3.8 and 6.7 per cent—relative to the baseline 

in 2030. Finally, government balance sheets would also take a hit. In 2030, federal 

government revenues would decline by between $4.4 (0.8 per cent) and $7.9 billion (1.4 per 

cent) in nominal terms, while Government of Alberta revenues would fall by between $4.0 

(4.5 percent) and $7.1 billion (7.9 per cent).  
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Appendix: Methodology 

This report considers four macroeconomic scenarios that cover the period 2030-2040—a 

baseline scenario and three alternative scenarios. The baseline scenario reflects the long-

term Canadian economic outlook forecast by The Conference Board of Canada as of 

November 2023. The three alternative scenarios are model-based results informed by 

simulation of the Conference Board’s large-scale models of the Canadian and provincial 

economies. Comparing the alternative scenarios to the baseline scenario can therefore 

allow us to quantify the economic impact of the loss of oil and gas sector output in Canada. 

This report considers four macroeconomic scenarios that cover the period 2030-2040—a 

baseline scenario and three alternative scenarios. The baseline scenario reflects the long-

term Canadian economic outlook forecast by The Conference Board of Canada as of 

November 2023.  

 

The Conference Board of Canada’s Medium-Term Forecasting Model (MTFM) was used to 

conduct the analysis on the Canadian economy. Comparing the alternative scenarios to the 

baseline scenario can therefore allow us to quantify the economic impact of the loss of oil 

and gas sector output in Canada. The MTFM is a quarterly macroeconomic model that 

emphasizes factors that are important for forecasting the medium-term prospects for the 

economy. These factors include a detailed consideration of population and its age structure, 

a disaggregated modelling of prices, employment, and investment expenditures. The 

government sector is also treated in detail in MTFM and reflects the most recent institutional 

environment. Projections of potential output allow the model to be used for long-term 

analysis. 

 

There are roughly 1,700 variables in the model, of which 600 are behavioural equations. 

The variables refer to many of the variables in the National Income and Expenditure 

Accounts as well as related indicators for productivity, wages, prices, financial markets, 

international capital flows and exchange rates. Over 900 of these variables form a single 

simultaneous block in the model, reflecting the significant interdependence of its various 

sectors. The most important of the 600 exogenous variables in the model are foreign 

economic indicators and variables relating to government expenditures and revenues and 

demographic characteristics of the population. 

 

To quantify the impact of the oil and gas production cut on the Alberta economy, the 

Conference Board of Canada’s Provincial Medium-Term Forecasting Model (PMTFM) was 

used. Specifically, the Alberta sub-model is used in this analysis. The PMTFM is a quarterly, 

bottom-up econometric model of the 10 provincial economies and three territories combined. 

The model defines real GDP at basic prices and at market prices by province.  

 

PMTFM includes over 1,200 equations, of which roughly half are behavioral or stochastic, 

while the others are accounting or definitional equations. Most of the exogenous variables in 

the model are national indicators. For each province, there are a number of simultaneous 

blocks of equations, including final domestic demand (personal consumption, government 

spending, residential and non-residential business investment), production by industry, 
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income, prices, and labour market blocks. The provincial model also has an endogenous 

provincial population block in which net interprovincial migration plays a key role in 

determining overall population growth.  

 

The model is freely estimated but is based on the neoclassical Keynesian synthesis. Prices 

respond to aggregate demand conditions as well as intermediate material costs, 

international and interprovincial import prices and changes in the indirect tax structure. 

Potential output and the output gap are fully integrated in the models; thus, the gap and 

speed of gap closure are explicitly introduced into most price equations to represent supply-

side feedback. Potential output and total factor productivity are derived from a Cobb-

Douglas production function modelled in terms of capital and labour.  

 

In this model, provincial expenditures determine industrial output through the use of full 

input-output framework. Provincial real GDP by industry establishes labour market 

conditions that, in turn, influence population (through interprovincial migration), prices and 

income. The labour market block includes employment, labour force, unemployment and the 

unemployment rate. Employment is divided into 11 sector categories and is determined by 

labour productivity and the current level of output. 
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Appendix-Table of Results 
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