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PRESENTATION 
STRUCTURE

� Introduction
� The Economic Impacts of Offshore 

Petroleum: Newfoundland and 
Labrador Case Study

� Comparing British Columbia and 
Newfoundland and Labrador

� Other Impacts on Coastal 
Communities

� Discussion



HISTORY OF THE 
NEWFOUNDLAND OIL 
INDUSTRY
� 1867:   Parson’s Pond…

� 1963:   1st Seismic Survey
� 1966:   1st Exploration Well
� 1966-79:  Early Drilling (59 wells)
� 1979:   Hibernia P-15 Discovery



HISTORY OF THE 
NEWFOUNDLAND OIL 
INDUSTRY
� Provincial Benefits Priorities:

� Maximize the direct economic benefits

� Revenues
� Minimize negative effects on traditional 

industries, communities and culture
� Avoid ‘boom/bust’

� Develop an oil industry

� Atlantic Accord (1985)



HISTORY OF THE 
NEWFOUNDLAND OIL 
INDUSTRY
� Atlantic Accord:

� Joint management (C-NOPB)
� Mode and pace of development
� Revenues (principal beneficiary)
� $300 million Offshore Development 

Fund
� Joint Environmental Impact 

Assessment
� Canada-Newfoundland Benefits



HISTORY OF THE 
NEWFOUNDLAND OIL 
INDUSTRY
� Hibernia Project (Exxon-Mobil):

� Construction  1990-97
� Production  1997-

� Terra Nova Project (Petro-Canada):
� Construction  1999-02
� Production  2002-

� White Rose Project (Husky Energy):
� Construction  2002-05
� Production  2005-





HIBERNIA
� Government Commitments:

� Pay 25% of costs (max $1.04 billions)
� Loan guarantees for 40% of costs (max of 

$1.66 billions)
� Provincial tax concessions

� Provincial Benefits:
� Build GBS and other structures
� 50% of GBS design engineering
� 10,000 person/years (50%) of construction 

employment
� Most operations employment
� Some taxes and royalties



HIBERNIA

� Construction Started:  1990

� Peak Employment:  6600
� No Significant Negative Community 

Effects
� Capital Cost:  $5.2 billion
� Start of Production:  1997

� 220,000 Barrels Per Day ($15.4 million…
including $1.3 million to federal 
government)





HIBERNIA

� Met or Exceeded All Commitments
� Expenditures:  45% in NL, 75% in 

Canada
� 26,000 Person-years of Employment
� 59% of Employees Newfoundlanders
� 1.8 million Hours of Design Work in 

NL 
� 6000 Purchase Orders to NL 

Companies



TERRA NOVA
� Development Started:  1999
� No Government Support
� FPSO Design:

� Hull built in South Korea

� Topsides fabricated/installed at Bull 
Arm, NL

� Capital Cost:  $2.8 billion
� First Production:  2002
� 180,000 Barrels Per Day





WHITE ROSE

� Development Started:  2002
� No Government Support
� FPSO Design:

� Hull built in South Korea

� Topsides fabricated/installed in 
Marystown, NL

� Capital Cost (est.):  $2.35 billion
� First Production:  Late 2005
� 70,000 Barrels Per Day





OTHER ACTIVITY
� Further Exploration

� Hebron?
� Orphan Basin?

� Laurentian Sub-basin?
� Grand Banks Gas?

� Labrador Gas?



ECONOMIC BENEFITS  
(annual mean,1999 - 2004)

� Real GDP up by 18.4% (24.3% in 2004)

� Personal Income up 5.9%
� Retail Sales up 5.1%

� 85 Extra Housing Starts
� Total Employment up 12,500 (6.0% of All 

Employment) (17,300 in 2004)

� Unemployment Rate down 2.3%
� Population up 9000 (16,000 in 2004)



BENEFITS: 
INFRASTRUCTURE
� Total Value:  c $1.2 Billion
� Industrial Examples:

� Bull Arm construction yard
� Marystown Shipyard

� NEWDOCK sub-sea systems fabrication 
centre

� Transshipment Terminal

� Pipeyard, warehouse and        
operations centre



BENEFITS: 
INFRASTRUCTURE
� Memorial University of Newfoundland:

� Earth resources research
� Cold ocean resources engineering
� Wave and ice tanks

� Marine Institute:
� Marine offshore simulator training
� Offshore safety and survival training

� College of the North Atlantic:
� Petroleum technology and rig training



OTHER BENEFITS
� Oil Revenues (especially after 2005)
� Economic Diversification:

� New sector
� Exports 

� Transportation and Communications
� Training and R&D
� Business Competitiveness:

� New personnel and equipment
� Improved business capabilities
� Confidence, morale and ambition

� Sustainable Economic Development 



SUSTAINABLE ECONOMIC 
DEVELOPMENT
� New sector of economy:

� Did not exist 40 years ago

� Now responsible for c 25% of 
Newfoundland and Labrador GDP

� More important, in GDP terms:
� ‘Financial, Insurance, Real Estate and 

Renting and Leasing’
� ‘Retail Trade’, ‘Manufacturing’ (includes fish 

processing), ‘Agriculture, Forestry, Fishing 
and Hunting’ combined



SUSTAINABLE ECONOMIC 
DEVELOPMENT
� Export of petroleum industry 

expertise, goods and services:
� NEWDOCK

� C-CORE
� Shearwater Geophysical

� Oceanic Consulting
� Spectrol



SUSTAINABLE ECONOMIC 
DEVELOPMENT
� Sales of expertise, goods and 

services in other industries:
� Stratos Global

� Oceanic Consulting
� C-CORE

� SEA Systems
� Rutter



BENEFITS TO BC?
� This is a high risk/capital intensive 

industry requiring substantial government 
subsidies. e.g. Hibernia required $4.6 
billion in government contributions in the 
form of grants, tax exemptions, loan 
guarantees and equity.

� The economic benefits of offshore oil and 
gas would be very modest for BC because 
this is a capital-intensive industry… that 
hires specialized contractors to do most 
of the work.



BENEFITS TO BC?
� Very few jobs are created per dollar 

invested, and spin-off jobs are notoriously 
low:
� Most jobs in the construction phase go to 

other jurisdictions where labour costs are low 
and expertise exists e.g. S. Korea, UK 

� Some long term jobs may be created (a few 
hundred jobs per rig, not necessarily awarded 
to locals), but puts thousands of local jobs at 
risk

� Limited government revenue: $14 billion 
of oil left Nfld, only 2% went to province 
($300 million)

www.davidsuzuki.org/Oceans/CoastalOil/background.asp



BENEFITS TO BC?
� Dangers of Comparative Research:

� Different geology

� Different industry technologies and 
activity (e.g. Cook Inlet)

� Different local capabilities, aspirations 
and management (incl. NAFTA?)

� However, in BC:
� Marine fabrication and services
� Onshore petroleum activity

� Highly educated population



DISTRIBUTION OF 
ACTIVITY
� St. John’s Metropolitan Area:

� Supply and service 
� Management, administration and regulation
� Engineering, design and construction
� Training and R&D

� Eastern Newfoundland:
� Rig mobilization
� Construction (Bull Arm, Marystown)
� Transshipment terminal

� Platform, rig, tanker & other offshore employment

� Other Coastal Regions:
� Some offshore employment
� Spin-off (e.g., tourism) and resource revenues



DURATION OF ACTIVITY
� Newfoundland:  Since Early 1960s
� North Sea:  Since Early 1960s
� Alaska:  Since Early 1960s
� California:  Since c 1950
� Gulf of Mexico:  Since 1938
� All Except California Seeing New 

Projects and Exploration



OTHER COMMUNITY 
EFFECTS:  EXPECTATIONS 
AND STEREOTYPES

� Boom and Bust
� Crime and Family Life
� Inflation and Cost of Living
� Traditional Industries
� Culture and Way of Life



OTHER COMMUNITY 
EFFECTS:  REALITIES
� Boom and Bust:

� Scottish lessons
� Hibernia and Terra Nova experience

� Crime and Family Life:
� The Stavanger crime wave
� Crimes of affluence, crimes of poverty
� The C-NOPB Guidelines
� The Isthmus of Avalon experience

� Inflation and Cost of Living:
� The St. John’s housing price boom



OTHER COMMUNITY 
EFFECTS:  REALITIES
� The Fishery:

� Moratorium
� Compensation
� Weather forecasting, telecommunications, and 

search and rescue

� Tourism:
� Assumed incompatibility
� Impacts on St. John’s:

� Corporate hospitality, meetings, conferences, trade 
shows, etc.

� Hotels and restaurants
� ‘Cosmopolitanization’



OTHER COMMUNITY 
EFFECTS:  REALITIES
� Tourism (continued):

� Impacts of Hibernia construction:
� $25 million p.a. on tourism, restaurants and bars
� Whale watching and ecotourism
� Industrial tourism

� Transportation infrastructure and services
� The image question

� Culture and Way of Life:
� Newfoundland
� Shetland and Louisiana


