
ECONOMIC 
NOTES

Reconciliation with Indigenous peoples has been 
a prominent theme in the Canadian federal gov-
ernment’s policy agenda for years, as has a 
renewed relationship between the government 
and First Nations, Inuit, and Métis peoples. The 
specific concept of economic reconciliation, 
however, has only recently established a leading 
position in Canadian political discourse.

The federal government’s Budget 2023 allocated 
$5 million “to support the co-development of an 
Economic Reconciliation Framework with 
Indigenous partners that will increase economic 
opportunities for Indigenous Peoples, commun-
ities, and businesses.”1 This Framework builds on 
various commitments from 2022 to invest in part-
nerships with Indigenous communities for the 
development of natural resource projects.

While the concept is gaining in prominence, the 
federal government has yet to define what “eco-
nomic reconciliation” is. According to Dale 
Swampy of the National Coalition of Chiefs,  
reconciliation—economic or otherwise—boils 
down to a proper strategy for solving on-reserve 
poverty. To many First Nations, economic recon-
ciliation means a way to reaffirm their autonomy 
and self-reliance.

However, this has been undermined by the fed-
eral government’s obstruction of the growth of 
the natural resource industry, and especially the 
oil and gas sector.2 
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ECONOMIC RECONCILIATION REQUIRES 
NATURAL RESOURCE DEVELOPMENT
For many Canadians, natural resource develop-
ment projects and related work offer substantial 
economic and social benefits. For Indigenous 
Canadians who live on a reserve, these are often 
among the few, if not the only, economic oppor-
tunities available. According to the most recent 
Census, in 2021, approximately 40% of Canada’s 
Indigenous people lived on a reserve.3

The Census also shows that for Indigenous 
people in Canada, oil and gas extraction and 
pipeline transportation were the highest paying 
sectors, with a median employment income of 
$144,000 and $146,000, respectively—over three 
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times higher than the median 
income of $46,800 across all sec-
tors4 (see Figure 1). In addition, 
income growth in these sectors for 
Indigenous workers outpaced over-
all growth in all industries. In the oil 
and gas sector specifically, between 
2019 and 2021, average earnings 
increased by 16.6%, compared with 
8.5% for all industries.5

Critics of natural resource develop-
ment projects often assert that 
Indigenous peoples are mostly 
opposed to them. But what they are 
against are projects in which they 
are not included or for which they 
bear the risk without the reward, not 
the principle of resource develop-
ment itself. In fact, public opinion 
polls indicate that most Indigenous 
people in Canada favour natural 
resource development. A 2021 
Environics Research poll of self- 
identified Indigenous people living 
in rural areas or on reserves found 
that nearly two-thirds (65%) were in support of 
natural resource development, while less than a 
quarter (23%) were opposed.6 Indeed, in recent 
years, many First Nations have not only been 
vocal supporters of resource development, but 
have sought to become large-scale investors in 
projects.7 

The obstruction of major energy projects that 
First Nations are supportive of, or have invested 
in, has actively impeded the realization of not 
only the associated economic benefits and 
opportunities, but also further community 
development tied to additional project benefits. 
Accordingly, the federal government’s stance 
toward these projects is at odds with its pledges 
to advance economic reconciliation with 
Indigenous peoples.

IMPEDED NATURAL RESOURCE 
DEVELOPMENT PROJECTS: IMPACT CASE 
STUDIES
The Northern Gateway Pipeline, Frontier Oil Sands 
Project, and Energy East Project are three prime 
examples of natural resource development pro-
jects with varying levels of Indigenous support 
that would have resulted in significant economic 
benefits for Indigenous people, and for Canadians 
in general, for decades to come.

Northern Gateway

The Northern Gateway Pipeline was proposed to 
transport synthetic crude oil and diluted bitumen 
from Alberta’s oil sands to a marine terminal in 
British Columbia, ultimately providing access to 
new Asian markets for Canadian oil sands pro-
duction. It was estimated that at full capacity, 
525,000 barrels per day could have been trans-
ported, starting in late 2018 and operating to 2048.8 
This amount could have supplied the daily elec-
trical needs of 29.3 million dwellings, nearly twice 
as many as Canada had in 2021.9 If all shipped 
abroad, this would have increased Canada’s 
crude oil exports by 14% in 2019.10

Cost-benefit analyses of the project were positive, 
with high estimated net economic benefits in all 
scenarios, even when unfavourable-to-project 

Economic reconciliation has been 
undermined by the federal 
government’s obstruction of the 
growth of the natural resource 
industry.

Figure 1

Median annual earnings for Indigenous 
Canadians, 2020

 
Source: Statistics Canada, Census 2021 Dataset, Custom Catalogue no. P0001178. 
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sensitivity cases were considered that included 
higher social discount rates, lower oil prices, and 
greater possible negative environmental impacts. 
One conservative estimate arrived at a $312-billion 
GDP gain, 907,000 person-years of employment, 
and a $98-billion increase in government rev-
enue11 (see Table 1).

For context, a $312-billion GDP gain is around 
$9.2 billion per year on average annually, which 
is just under the combined total that Alberta, 
Saskatchewan, and Manitoba will receive in 2023-
2024 through Canada Health Transfer funding 
from the federal government.12 A $98-billion total 
increase in government revenue over the operat-
ing period is $2.9 billion annually, which is about 
the total amount the federal government has 
spent on infrastructure projects to expand access 
to clean drinking water on reserves.13 In terms of 
employment, annually, the project would have 
supported 26,678 full-time jobs, which is just 
under the total workforce of Air Canada, one of 
Canada’s largest employers.14

The project was supported by 26 Indigenous 
equity partners (nearly 60% of the identified 
Indigenous communities along the pipeline’s 
right-of-way) which had agreed to a 10% equity 
stake expected to generate around $280 million 
in net income over the first 30 years.15 There were 
also reported promises of $2 billion set aside for 
business and employment opportunities for 
Indigenous communities.16

Despite these favourable forecasts and 
Indigenous support, the project was rejected by 
the federal government in 2016.17 Leaders of a 
number of affected First Nations were dis-
appointed in the decision which, according to 
them, was made without their input and was 
merely political in nature.18

Frontier

The Frontier Oil Sands Project was to include the 
construction, operation, and reclamation of an oil 
sands surface mine in northeast Alberta, which at 
full capacity would have produced 260,000 barrels 
per day of bitumen for 41 years, starting in 2026.19 
The project was to be one of the largest in the 
history of Canadian oil development and was 
expected to yield substantial benefits, including 
$19.1 billion in GDP during construction alone, and 
$2.2 billion annually while in operation.20 The pro-
ject would have employed significant numbers of 
Canadians, notably local Indigenous labour that 
may not have alternative employment in the 
absence of the mine.21 

Table 1

A 2021 poll of Indigenous people 
living in rural areas or on reserves 
found that 65% support natural 
resource development.

 
Note: Total government revenue includes federal and provincial governments. Annual averages over 34 years, starting with construction in 2015 through 2048. 
Source: P. Eglington et al., Public Interest Benefit Evaluation of the Enbridge Northern Gateway Pipeline Project: Update and Reply Evidence, Wright Mansell Research 
Ltd., July 2012, pp. 11 and 55. 

Estimated impacts of the Northern Gateway Pipeline

Impacts (direct, indirect, and induced) Total impacts summed to 2048 
(millions of 2012 $ or person-years)

Total impacts, annual averages 
(millions of 2012 $ or person-years)

Investment/revenues $301,376 $8,864

Labour income $69,948 $2,057

GDP $311,514 $9,162

Federal government revenue $44,314 $1,303

Total government revenue $98,319 $2,892

Employment 907,067 person-years 26,678 person-years
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CONCLUSION
Economic reconciliation with Indigenous peoples 
will not get far with the government actively 
impeding natural resource development projects 
that would contribute significantly to their eco-
nomic progress. In fact, according to Karen Ogen-
Toews, former chief of the Wet’suwet’en First 
Nation and the CEO of the First Nations LNG 
Alliance, the oil and gas sector is critical to eco-
nomic reconciliation, and through consultation, 
community investments, and real partnership 
opportunities, can “ensure our people are taken 
care of, and all the wrongs are made right.”30 
According to Dale Swampy, “Proper economic 
reconciliation was hurt by the federal government 
moving to stop industries like the oil and gas 
industry. We think that’s a step backwards for us.” 

Fort McKay First Nation in Alberta provides an 
example of how partnership building with indus-
try and natural resource development can 
advance economic reconciliation. It has lower 
unemployment than other First Nations in 
Canada, and also has the highest median house-
hold income of any First Nation in North 
America.31 But this didn’t happen overnight; it 
took decades of partnerships—both official and 
unofficial—with the companies in the area. The 
federal government, in order to fulfill its stated 
commitment to reconciliation, must give more 
weight to the economic and community 
development outcomes of natural resource pro-
jects, for the benefit of Indigenous peoples across 
the country.

The project team engaged extensively with 
Indigenous peoples and reached agreements 
with all 14 Indigenous communities in the project 
region after more than a decade of negotiations 
with them.22 Overall, the Indigenous commun-
ities in the project region were supportive of the 
project, although the precise economic benefits 
directed to these communities remain 
undisclosed.23 

Despite all this, the week that Cabinet was set to 
decide whether to approve, delay, or reject the 
project, Teck Resources withdrew its regulatory 
application from the federal environmental 
assessment process and abandoned the project 
due to ongoing climate politics and lack of a 
framework that reconciles resource development 
and climate change, despite “unprecedented 
support from Indigenous communities.”24 So, 
while the federal government technically didn’t 
cancel this project, its ambiguous policies were a 
formidable hurdle to development and played a 
lead role in making the project unprofitable.

Energy East

The Energy East Project was to construct over 
1,500 km of new pipeline and also convert and 
utilize about 3,000 km of existing natural gas 
pipeline.25 Once completed, it would have trans-
ported 1.1 million barrels of crude oil per day from 
Alberta and Saskatchewan to coastal refineries 
and marine terminals in Eastern Canada during 
its estimated 40 years of operation. It would have 
displaced foreign oil and created another chan-
nel for producers to ship overseas and diversify 
markets.26

The project proponent, TransCanada, had con-
sulted with 166 First Nations and Métis commun-
ities along the pipeline and had developed a 
number of economic, educational and training, 
and partnership opportunities linked to the pro-
ject, as well as ample community investment 
initiatives.27 Cost-benefit analysis modelling 
showed significant economic benefits, as well as 
the addition of 321,000 one-year full-time equiva-
lent jobs in the construction and operation 
phases of the project.28 However, in 2017, the 
company cancelled the project after new emis-
sion criteria were put in place by the National 
Energy Board, on top of already costly regulatory 
delays.29 Again, while the government didn’t act-
ively cancel this project, it clearly obstructed it to 
the point where it was no longer deemed 
profitable. 

The federal government must give 
more weight to the economic and 
community development outcomes 
of natural resource projects.
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