
Illinois Oil & Gas Association 
Edward Cross, Chief Executive Officer 

JANUARY 2026 Prepared by: 

Illinois Oil & Gas Industry  
Strategic Analysis  

 Oil and natural gas 

are an integral part of our 

society making our high 

standard of living possible.  

Today, an estimated 6,000 

products are produced from 

petroleum.  The Illinois oil 

and gas industry helps the 

Illinois economy and makes 

significant positive contribu-

tions to our way of life! 

Illinois Oil & Natural Gas 

Energy for the Future! 

 After many decades 

of productive stewardship, 

oil and natural gas resources 

continue to play an im-

portant part of the liveli-

hoods of Illinoisans.  The 

Illinois oil and gas industry 

has over $3 billion annual 

economic impact.  In 2025, 

the Illinois oil and gas indus-

try generated nearly $500 

million in output, put tens of 

thousands of people across 

Illinois to work, and pumped 

hundreds of millions of dol-

lars into the state’s econo-

my.  The industry supports 

16,000 direct jobs, $750 mil-

lion in family income, and 

$420 million in state/local 

tax revenue.  The industry is 

an important element of the 

Illinois economy today and 

will be a critical part of the 

economy going forward.   

 The U.S. is the lead-

ing oil producing nation in 

the world - accounting for 

more than 20% of the 

world’s total oil production 

in 2025.  Thirty-two U.S. 

states produce oil and natu-

ral gas.  Illinois ranks as the 

16th largest oil producing 

state.  Over 1,100 licensed 

oil/gas operators produced 

nearly 9 million barrels of oil 

in the Illinois Basin in 2025.      

Introduction 

Challenges Face Policymakers and the Illinois Oil & Gas Industry 

 The latest (2025) world 

energy outlooks from the EIA 

and others project total global 

energy demand expanding by 

23% by 2050.  All forms of ener-

gy will be needed to support 

energy demand growth.  Renew-

able energy  sources will see the 

largest growth leading to a share 

of over 13.5% of the energy mix 

by 2050.  Oil and natural gas are  

expected to retain the largest 

share accounting for roughly 

53% of the energy mix in 2050.     

 Lawmakers should 

avoid energy policies driven 

by a zero-sum game philoso-

phy for energy that says we 

must have less fossil fuels so 

we can have more of some-

thing else.  All too often, pro-

posals to establish some kind 

of green standard really have 

much more to do with raising 

revenue than helping the en-

vironment.  Rational, data-

driven, common-sense energy 

policy is what our state and 

nation needs.  We should 

abandon the stale mindset of 

last century’s thinking that 

increased oil and gas produc-

tion and achieving climate 

goals are not compatible.       

 The American people 

want, expect, and deserve 

elected leaders who will place 

what’s best for our state and 

nation’s economy and energy 

future above partisan ideology 

and political posturing.  We 

need real energy solutions! 

Special points of 
interest: 

• Oil and gas industry critical 

part of Southern Illinois econ-

omy. 

• Fundamental challenges face 

policymakers and industry. 

• Oil and gas producers need 

policies that enhance access 

to capital. 

• Opportunities arise from 

addressing critical issues. 
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 The Illinois oil and gas industry 

contributed over $420 million to the State 

of Illinois in state and local taxes in 2025.  

We are happy to pay our fair share but 

also believe we are a highly taxed indus-

try.   

 Oil production in Illinois in-

creased by 1.67% in 2024 but fell by 6.6% 

in 2025.  Oil production in Illinois has de-

creased by a CADR of 1.87% since 2022.   

 Oil and the U.S. dollar move in-

versely.  A weaker dollar makes crude oil 

cheaper abroad and boosts demand, a 

relationship reinforced in 2025.  Strong 

global oil production growth 

outpaced consumption in 2025 

putting downward pressure on 

oil prices.  Oil prices declined 

in 2025 but were tampered by 

the dollar’s  depreciation 

which provided a tailwind to 

oil prices.  

 The relative tax bur-

den on the Illinois oil and gas 

industry can be illustrated in 

three ways: marginal tax rate, 

discounted cash flow analysis, 

and average effective tax rate.   

 

 

Marginal Tax Rate 

 The marginal tax rate for the 

Illinois oil and gas industry is a measure of 

the taxes paid on an increase/decrease in 

the marginal price of oil and natural gas 

expressed as a percentage of revenues.  

The marginal tax rate includes the com-

bined effect of state/local/federal taxes 

on primary production.  Illinois’ marginal 

tax rate on primary oil and gas production 

was 12.3% in 2025,  

 

 

 

Discounted Cash Flow Analysis 

 The discounted cash flow analy-

sis evaluates the impact of taxes on the 

economics of specific investments.  For oil 

and gas, the analysis is helpful in gauging 

the effect of taxes on new exploration 

and production investments.  Discounted 

cash flow analyses on several Illinois ex-

ploration and development projects using 

current economic characteristics indicate 

the impact of Illinois state/local alone is 

to generally reduce rates of returns by 

25%-35%. 

 

Average Effective Tax Rate 

 The average effective tax rate 

focuses on the total taxes paid in relation 

to total taxable value.  The Illinois oil and 

gas industry’s 2025 effective tax rate was 

16%.  Different state tax systems greatly 

impact the average tax rate for the oil 

and gas industry.   

 

Oil Prices 

 The crude oil market is a global 

oligopolistic market.  Illinois oil and gas 

producers are price takers, not price mak-

ers, in this oligopolistic market.   

 Crude oil prices received by Illi-

nois oil producers are a result of several 

factors.  The New York Mercantile Ex-

change (NYMEX) price is set daily by an 

open auction.  The price is based on global 

supply/demand factors.  West Texas Inter-

mediate (WTI) is the benchmark price for 

crude oil produced in the U.S.  A barrel of 

WTI crude oil generates more products, 

like gasoline, than other crude oils.  Illinois 

crude oil is a lesser quality oil generating 

less products per barrel than WTI and, as 

a result, is priced about $6-7/bbl. less 

than WTI.  

 The U.S. Energy 

Information Administration 

(EIA) forecasts that grow-

ing global oil production 

and lower demand in early 

2026 will accelerate the 

accumulation of oil inven-

tories, resulting in further 

price declines in 2026.  EIA 

forecasts WTI price will 

drop to an average of $51-

52/bbl. In 2026. 

 While the U.S. and 

Illinois economies continue 

to recover, significant concerns exist in-

cluding high inflation, U.S. monetary poli-

cy, volatility in energy markets, U.S. trade 

and foreign policies, demand, and more.  

U.S. GDP grew by 2% in 2025.  The S&P 

Global macroeconomic model projects 

U.S. real GDP will grow 2.2% in 2026.  Illi-

nois GDP growth in 2025 is a step behind 

the national average at settled in at about 

1%.  Illinois is facing some structural is-

sues that creates long-term headwinds 

like taxes and regulations and will likely 

face budget deficits starting in 2026. 

Illinois Oil & Gas Industry Taxation Analysis 

Illinois Oil & Gas Industry Strategic Analysis 
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spectively.  In 2025, Illinois crude oil pric-

es averaged $53.53/bbl.  History has 

shown that significant and sustained 

drops in oil prices significantly reduces 

oil and gas tax collections. 
 

What are Illinois Oil & Gas Compa-

nies Doing? 

 The Illinois oil and gas industry 

displayed a lot of discipline in 2025 after 

learning some tough lessons from expe-

riences with market volatilities in the 

past.  Operators are high-grading and 

drilling only the best prospects.  In many 

cases, improved productivity is less 

about new/improved technology and 

more about better application of existing 

technology. 

 Illinois producers worked in 

2025 to optimize operating cost struc-

tures to achieve more efficiency gains 

and become more specialized regarding 

their core producing assets. Illinois pro-

ducers are focusing on the most resilient 

short-cycle projects and concentrating 

on their core competencies and small 

producer advantages.     

 Expenditures for exploration & 

development constitute most of a com-

pany’s upstream capital investment.  

When calculated on a reserve addition per 

barrel basis, these expenditures represent 

the cost of finding a barrel of oil. 

 Empirical evidence shows costs in 

Illinois Basin operations in 2025 were 25% - 

30% below their 2019 levels and 16% - 20% 

lower than the average of the past five 

years.  The unit concept does not, however, 

factor in the market value of oil and gas 

produced from these wells, which is im-

portant for calculating net present value of 

profit or loss.  More efficient operations 

and services contributed to cost savings.  

Efficiency gains achieved by Illinois oil and 

gas producers over the years 

have proven to be very im-

portant for reducing break-even 

prices.  Illinois operators in gen-

eral adhere to cash flow neu-

trality. 

 The Illinois oil and gas 

industry has learned many 

things through the years.  We 

know that patience, persis-

tence, insight, and innovation 

payoff.  We move forward to-

gether in 2026 to focus on value 

reconstruction and prepare for 

brighter days ahead. 
 

Conclusions 

 Tax analyses indicate that Illinois 

taxes on oil and gas production are high 

relative to other states, and are especially 

high considering the characteristics of the 

Illinois resource relative to many other 

states.  Illinois oil and gas producers are 

taxed five times on each barrel of oil pro-

duced (property tax on equipment, proper-

ty tax on reserves, state income tax, federal 

income tax, and sales tax).  Illinois oil and 

gas producers pay considerably higher tax-

es as a percentage of revenue than most 

other oil and natural gas producing states. 

Impact of Oil Price on the Economy 

 When oil prices are too low, compa-

nies cut capex, - funds used by companies to 

maintain or increase the scope of their oper-

ations.  This kind of spending is very good for 

an economy.  It builds infrastructure,  cre-

ates jobs, and is an investment n the future.  

Companies make these investments because 

they believe they will get a good return on 

those investments.  Unfortunately, when oil 

prices are low those investments become 

unprofitable and capex gets cut.   

 The ripple effects are everywhere.  

If you think about the role of oil in your life, 

it is not only the primary source 

of many of our fuels, but is also 

critical to our lubricants, chemi-

cals, pharmaceutical, plastics, 

and more.  If you think about the 

law, accounting, and engineering 

firms that serve the industry, the 

pipe, drilling equipment, and 

other manufactured goods that 

it requires, and the large payrolls 

and their effects on consumer 

spending, you begin to get a 

picture of the enormity of the oil 

and gas industry. 

 Considering the economic impact of 

the oil and gas industry, persistent and sus-

tained low oil prices is detrimental for the 

economy as a whole.  Clearly, lower oil pric-

es do not compensate for the loss of capex 

in the U.S. and Illinois economies. 
 

Impact of Oil Price on Tax Collections 

 Oil prices declined by 25% in 2025.  

Global oil production outpaced consumption 

putting downward pressure on oil prices.  

The decline was tampered by the dollar’s 

depreciation.  In 2025, Illinois crude oil pric-

es ranged from $68.25/bbl. To $51.26/bbl.  

In 2023 and 2024, Illinois crude oil prices 

averaged $70.61/bbl. and $68.79/bbl. Re-

Taxation Analysis (continued) 

Illinois Oil & Gas Industry Strategic Analysis 
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Policy Recommendations  

 Illinois oil and gas produc-

ers need policies that enhance ac-

cess to capital to develop and main-

tain produc-

tion.  These 

small busi-

nesses do not 

have the sub-

stantial addi-

tional re-

sources pos-

sessed by 

many major 

integrated and/or public traded 

companies.  Independent oil and gas 

producers generate capital through 

their production, not by tapping 

equity markets or other corporate 

measures.  Consequently, tax re-

forms that allow oil and gas produc-

ers to retain more of their revenues 

to reinvest directly translates into 

new resources and economic devel-

opment for Illinois.  Historically, in-

dependent oil and gas producers 

reinvest more than 100% of their 

cash flow into new projects.  Every 

new oil and gas project is like a new 

small business start-up.   

 

U.S. Independent Oil & Gas In-

dustry 

 The upstream oil and natu-

ral gas industry in the U.S. supports 

3.6 million U.S. jobs and adds nearly 

$563 billion (about 2% of U.S. GDP) to 

the U.S. economy.  In 2024, the up-

stream oil and natural gas industry 

paid $149 billion in federal and state 

taxes.  The entire U.S. oil and natural 

gas industry (both upstream and down-

stream sectors) supports 10.8 million 

jobs and contributes 7.6% of total 

U.S. GDP. 

 In 2024, independent oil 

and gas operators—companies who 

are not fully integrated across the 

supply chain—produced 80% of U.S. 

oil and 90% of U.S. natural gas.  In-

dependent operators produce 85% 

of U.S. oil, 90% of U.S. natural gas, 

operate 95% of U.S. wells, drill 90% 

of new wells, and account for 90% of 

capital and operating expenditures. 

 

U.S. Oil Market Indicators:  Bal-

anced Market Expectations 

 Global economic growth is 

modest but persistent.  The Interna-

tional Monetary Fund (IMF) projects 

GDP growth of 2.7% in 2025 and 

2.6% in 2026, lifted by trade and 

financial easing, though risks remain 

from debt, inflation, and policy di-

vergence.  A weak U.S. dollar contin-

ues to support crude oil prices de-

spite mixed fundamentals. 

 The U.S. Energy Information 

Administration (EIA) projects record 

world oil use:  103.2 mb/d in 2024, 

104.0 mb/d in 2025. And 105.1 mb/

d in 2026.  Oil supply remains robust 

with non-OPEC growth steadying the 

outlook.  Brent crude oil prices aver-

aged $69/bbl in 2025.  EIA projects 

Brent crude oil prices will fall to $55 

in 2026. 

Taxation Analysis (continued) 

Every new oil 

and gas 

project is like 

a new small 

business 

start-up. 

Illinois Oil & Gas Industry Strategic Analysis 
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“To ca tch  th e reader 's  attention , pla ce  an interesting sen ten ce  or quo te  from  th e story her e. ”  

Illinois Oil & Gas Industry Strategic Analysis 

 Small independent produc-

ers in the U.S. are those small com-

panies that produce marginals wells 

- wells that make less the 15 bopd or 

90 mcfpd.  Nationally, small inde-

pendent producers drill 90% of new 

wells.  Nationally, small independent 

producers’ employees paid $30.7 

billion in income taxes (federal and 

state), sales tax, and excise tax last 

year.  The entire direct/indirect/

induced economics of small inde-

pendent producers generated $131 

billion of federal and state taxes last 

year, a figure that will increase to 

$189 billion by 2027.  Every $1 mil-

lion of capital expenditures (capex) 

for independents result in $1.1 mil-

lion of total taxes generated along 

with the creation of 39 total jobs.  

Every $1 million of capex for inde-

pendents result in $2.4 million of 

direct and $5.1 million of overall 

contribution to GDP. 

 The average Illinois oil well 

produces about 2 barrels of oil per 

day.  Marginal wells account for 

nearly 80% of the total wells in the 

U.S. and are responsible for about 

20% of total oil and gas production 

domestically.  Every $1 million gen-

erated by marginal well production 

generates $2 million in economic 

activity elsewhere in the economy. 

      Studies show that losing marginal 

well production would cost the U.S. 

economy $184.5 billion, 178,000 

jobs, and $115 billion in earned la-

bor income per year.  The livelihood 

of the Oil and gas industry small 

business sector and that of nearly 10 

million royalty owners nationwide is 

based on marginal well production. 

 The 

studies show 

the economic 

cost of losing 

marginal well 

production to 

the U.S. and 

Illinois econo-

my is large and 

grows over 

time.  The di-

rect and indi-

rect costs to 

other indus-

tries are larger 

than the direct 

costs to oil and 

gas producers.    

 The 

U.S. oil and gas 

industry gener-

ates an eco-

nomic stimulus 

of nearly $1.7 

trillion each 

year supporting more than 10.8 mil-

lion jobs nationwide.  In Illinois, the 

oil and gas industry provides $3.04 

billion annual economic impact.   

Oil and gas will continue to 

serve as the principal component of 

our economy for many years to 

come.  The Energy Information Ad-

ministration (EIA) reports that oil 

and gas supplied 74% of our nation’s 

energy in 2025.  By 2050, EIA esti-

mates that fossil fuels will supply 

69% of U.S. energy needs with oil 

and gas accounting for roughly 50% 

of U.S. energy needs. 

By 2050, world energy de-

mand is projected to increase by 

24%, and 53% of that demand will 

be supplied by oil and natural gas.  Oil 

and natural gas are expected to re-

main the primary energy sources 

through 2050 with oil’s share of total 

world energy demand in 2050 only 

declining from 30.6% today to 29.8% 

in 2050.  Coal is expected to see global 

market share shrink.  Solar/wind are 

expected to grow briskly reaching 

nearly 13% of the global energy mix by 

2050.  Most wind and solar installa-

tions are not cost-effective on the 

open market, necessitating subsidies.  

As long as subsidies exist, taxpayers 

have to support industries that are not 

economically viable on their own.  

Funding underperforming assets often 

comes at the cost of starving produc-

tive assets.     

Illinois Energy Outlook & Key Energy Issues 
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 As the U.S. continues to 

grapple with high inflation, market 

volatility, trade and foreign policies, 

and more., American families contin-

ue to see costs of 

important goods 

and services rise.   

 This 

means a family 

budget that 

needs to account 

for keeping the 

lights on, the 

family fed, keeping the family 

healthy, and providing for their chil-

dren's future has only seen price re-

lief from lowered energy costs while 

critical needs in other areas have 

risen dramatically.  We understand 

the need to provide reliable, afforda-

ble energy to consumers to ensure 

economic stability.  We have also 

heard the concerns of Americans 

related to ensuring we protect the 

environment and mitigate environ-

mental impact as we produce energy 

in the U.S.   

                                                

Emissions - Over the last 50 years, 

the six major pollutants regulated by 

the EPA have fallen 77% while the 

U.S. economy grew 285% and its 

population grew by 60%. 

From 2005 to 2022, U.S. 

carbon emissions decreased by 18%

Additionally, according to EPA, Amer-

ican oil and natural gas producers 

have reduced methane emissions by 

42% from 2015-2023 while increasing 

oil and natural gas production by 50% 

over that same time frame. 

 

The lat-

est Energy Infor-

mation Admin-

istration (EIA) 

data (2021) show 

natural gas is 

responsible for 

2.8 billion metric 

tons of CO2 emis-

sion reductions 

since 2005.  That 

represents 61% 

of overall power 

sector reductions 

during that time 

frame and 57% 

more than reduc-

tions attributable 

to renewable 

energy sources.   

America is a 

world leader in 

clean air and 

water.  

 Environ-

mental policies 

needed going 

forward include 

the following: 

• Assuring adequate access to 

capital by having sound tax and 

banking practices rather than 

using tax and financial policies 

to cripple American oil and nat-

ural gas production 

• Assuring a predictable and cost 

effective regulatory system that 

recognizes the diversity of oil 

and natural gas production, in-

cluding large versus small wells 

and large versus small business-

es. 

• Recognize in energy and eco-

nomic policy that oil and natural 

gas will be essential energy 

sources for the foreseeable fu-

ture, that American oil and natu-

ral gas production is more envi-

ronmentally sound than most 

foreign sources, that reliance of 

foreign sources of energy will 

undermine the American econo-

my and any agenda to improve 

its environment, and that oil and 

natural gas provide a more real-

istic option than overreliance on 

perceived clean energy sources. 

Energy Issues (continued) 

America leads 

the world in 

environmental 

quality 

Illinois Oil & Gas Industry Strategic Analysis 
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•  Technology within industry 

often moves faster than the 

regulatory systems within gov-

ernment.  Providing regulatory 

agencies with tools to allow for 

more rapid deployment of new 

technologies which are more 

accurate and cost-effective is an 

important policy change to con-

sider. 

 The truth about climate and 

energy policy is that people don’t 

want high energy costs, and their 

governments must respond - in Chi-

na, in Europe, or in America the ram-

ifications of high energy costs are 

politically dangerous whether they 

go to the ballot box or have revolu-

tions.   

 The Illinois oil and gas in-

dustry has over $3 billion annual 

economic impact with the upstream 

sector supporting 16,000 direct jobs,  

over $750 million in family income, 

and over $420 million in state and 

local taxes. 

 The Illinois Department of 

Natural Resources (IDNR) reports an 

average of 435 

drilling permits 

are issued each 

year in Illinois.  

The industry pro-

duced nearly 8.5 

million barrels of 

oil in the Illinois 

Basin in 2025.     

  Over 75 

different compa-

nies could be in-

volved in the ex-

ploration and de-

velopment of one 

Illinois oil well.  A 

2023 analysis indi-

cated 100 people are employed by 

varying businesses in the drilling and 

completion of one oil well in White 

County, Illinois.  

 Labor market and service/

supply costs challenges continue to 

plague producers.   Like many indus-

tries, labor is a critical issue for the 

Illinois oil and gas industry.  In addi-

tion, input costs, inflation, and other 

factors have significantly increased 

supply and service costs.  

 Oil and gas activity in Kansas 

during 2023 was robust.  The industry 

saw 33-49 drilling rigs running each 

month.  

  

How is One Barrel of Crude Oil Used? 

According to the EIA, 80% of the petrole-

um used in the U.S. is used for the pro-

duction of gasoline, heating oil/diesel 

fuel, and jet fuel.  The remaining is used 

for things like: 

• Asphalt and road oil; 

• Lubricants; 

• Petrochemical feed-

stocks; 

• Waxes; 

• And many others 

Petrochemicals derived from 

oil and natural gas make the 

manufacturing of over 6,000 

everyday products and high-

tech devices possible. 

 

Energy Issues (continued) 
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 The challenges facing the oil and 

gas industry have grown both in number 

and complexity.  IOGA continues to lev-

erage our core competencies, namely in-

tellectual capital, volunteerism, and lead-

ership.  These competencies set IOGA 

apart from other oil and gas advocacy 

groups and makes us the lead state and 

national advocate for the Illinois oil and 

gas industry.  Because of the efforts of 

IOGA members, voters and policymakers 

in Illinois are learning that the oil and gas 

industry is working for them, the econo-

my, and the environment.   

Illinois Oil & Gas Association 
Edward Cross, CEO 

V I S I T  U S  A T :  

w ww . io ga .com  

al level, IOGA works to create a 

more stable and predictable po-

litical and regulatory environ-

ment for our members.  IOGA is 

committed to being a positive, 

credible, and proactive voice for 

industry, promoting respectful 

dialogue and education to ad-

vance oil and gas interests at the 

state and federal level. 

 IOGA’s vision is simple - 

to promote the development of 

Illinois’ oil and natural gas re-

sources for the betterment of 

society.  We believe in seeking 

common ground, through com-

mon sense solutions, to the chal-

 Founded in 1946, the 

Illinois Oil & Gas Association 

(IOGA) is a nonprofit member 

organization representing oil and 

gas producers in Illinois, as well 

as allied service/supply compa-

nies.  

 As one of the nation’s 

premier statewide oil and gas 

associations, IOGA proudly advo-

cates for increased development 

of natural resources and works to 

protect the ability to explore and 

produce oil and natural gas. 

 Through rigorous en-

gagement at the state and feder-

lenges facing the Illinois oil and 

gas industry.  Our non-partisan 

approach provides a uniquely 

powerful voice for our members 

at the state and national level. 

 Today, IOGA is over 700 

members strong - making IOGA 

the lead state and national advo-

cate for the Illinois oil and gas 

industry.  For more information, 

please visit www.ioga.com.     

Illinois Oil & Gas Association 


