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Abstract 

This report examines how oil and gas production generates revenue for local governments in eight 

states through four key mechanisms: (i) state taxes or fees on oil and gas production; (ii) local 

property taxes on oil and gas property; (iii) leasing of state-owned land; and (iv) leasing of federally-

owned land. To compare across states, we show the percentage of total revenue generated by oil and 

gas production that flows to local governments from these revenue sources. We also connect these 

calculations to related research to assess whether state and local policies are providing sufficient 

revenue for local governments to manage increased costs associated with shale development. We 

find that in most cases, existing policies appear to provide adequate revenue for local governments 

to manage increased costs associated with growing oil and gas activity. However, additional revenue 

may be warranted for some local governments in highly rural regions experiencing rapid, large-scale 

development, notably the Bakken region of North Dakota and Montana, select counties in Texas, 

and select local governments in Colorado and Wyoming. Alternatively, collaboration between 

industry and local governments, especially on road repairs, could mitigate the need for additional 

revenues. 
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 Report Summary 1.

Rapidly growing oil and gas production has raised substantial revenues for governments 

across the United States. This report describes key sources of oil and gas revenues for local 

governments in Arkansas, Colorado, Louisiana, Montana, North Dakota, Texas, Pennsylvania, and 

Wyoming, and assesses whether existing policies are providing sufficient revenue to manage 

increased service demands associated with a growing oil and gas industry. This question holds clear 

significance for local leaders and state policymakers considering the extent to which local 

governments can raise revenue from oil and gas production, as well as revenue-sharing between the 

state and local level.  

Figure 1 presents revenue flows to various local government entities from oil and gas 

production as a percentage of total oil and gas production value in fiscal year (FY) 2012. For 

example, if the value of all oil and gas produced in a state in FY 2012 was $100, and local 

governments received $2 through the sources covered in this report, Figure 1 would show 2 percent. 

Local government revenue ranged from roughly 1 percent to nearly 10 percent of total production 

value, with substantial variation across states. Figure 1 includes revenue flowing to local 

governments through severance taxes or impact fees, local property taxes on oil and gas, and leases 

of state and federal land. Due to limited data and methodological issues, it does not include revenue 

from local government land leases, sales tax associated with increased economic development, or 

general corporate income taxes from the oil and gas industry (which flow to various state funds). 

Figure 1 Local government revenue share of oil and gas production value in FY2012 

 
Notes: This figure shows local government revenues from oil and gas production as a percentage of total production 
value in FY2012. It includes local property taxes on oil and gas, state allocations of severance taxes, impact fees, and 
leases of state and federal lands. “School trust funds” refers to flows into permanent funds that fund future operations. 
“Grant programs” refers to allocations to a range of local governments via grants. “Other local governments” refers to 
special districts such as sewer and water authorities or airport authorities. The eight-state average is a simple average. 
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On average, local schools see the largest share of revenue (3 percent), with school districts 

benefiting largely through local property taxes and school trust funds benefiting primarily from 

allocations of state or federal oil and gas lease revenues. Schools in Wyoming, Texas, Colorado, and 

Montana collect the largest share (4 to 7 percent), while schools in Pennsylvania and Louisiana 

receive relatively little. This does not necessarily imply that Pennsylvania and Louisiana are 

underfunding schools. Each state funds school operations through a range of sources, and these two 

states happen to rely on sources other than the oil- and gas-related revenues described in this report. 

Among county governments, those in Colorado, Montana, and Wyoming collect the largest 

share of revenue (1 to 2 percent), while counties in Arkansas, Louisiana1, North Dakota, Texas, and 

Pennsylvania collect smaller shares (<1 percent). Counties in states where oil and gas production 

and/or reserves may be taxed as property (AR, CO, TX, WY) collect most of their revenue through 

ad-valorem taxes on such properties. In other states (LA, MT, ND, PA), revenue flows to counties 

primarily through state-levied taxes or impact fees (see figures in Section 1.3).  

The wide variation in revenues for schools and counties is largely due to three factors: (i) 

local governments in different states value oil and gas property differently for property tax purposes, 

while some do not tax oil and gas property at all; (ii) local governments apply a wide range of 

assessment and property tax rates to the value of oil and gas property; and (iii) allocations from the 

state level to school districts and counties vary substantially. 

Municipalities and other local governments tend to collect a smaller share of revenue from 

oil and gas production than counties and school districts (<0.5 percent in most cases). Generally 

speaking, municipalities rely heavily on sales taxes, which are not included here but can be indirectly 

affected through population growth or changes in economic activity associated with oil and gas 

production. Additionally, municipalities tend to be smaller and more densely populated than 

counties or school districts. As a result, less oil and gas production occurs within their borders, 

reducing the availability of property tax revenues. Much of the oil and gas revenue flowing to 

municipalities passes through the state level, often—but not always—allocated according to local 

production levels. The state with the highest municipal revenue share is Pennsylvania, which directs 

a substantial portion of its impact fee to municipal authorities known as townships.  

Grant programs play a significant role in Colorado, North Dakota, and Pennsylvania, 

allocating state-collected revenues primarily to municipal and county governments through a 

competitive grant process. Grant programs offer flexibility and, in principle, allow states to direct 

revenues to where they are most needed. However, grant programs must balance this discretion with 

                                                 
1 Louisiana does not have counties. We show revenue allocated to parish governments, which provide many of the same 
services. 
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the risk of giving an advantage to local governments that have more resources and skills in grant-

writing, along with the potential for other forces that could direct spending away from those 

communities with the greatest need.  

As we described in a previous report2, most local governments in these states have 

experienced net positive fiscal effects from recently increased oil and gas development. However, 

most counties and municipalities in the Bakken region of North Dakota, municipalities in eastern 

Montana, and certain counties in Texas are currently facing fiscal challenges managing oil- and gas-

related growth. These highly rural regions have experienced large increases in demand for services 

associated with rapid development in recent years, and while the total revenue flowing to all local 

governments (including school districts) in these regions are at or above our eight-state average, the 

share of revenue flowing to North Dakota counties and municipalities, Montana municipalities, and 

Texas counties is near or below the average. Our previous findings suggest that more revenue may 

be warranted for these local governments to help manage the fiscal demands associated with rapid 

development. Alternatively, collaboration between industry and local governments, especially on 

road repairs, could mitigate the need for additional revenues. 

Additionally, some local governments in western Colorado and southwestern Wyoming, 

which experienced large-scale natural gas development in the mid- to late-2000s, faced fiscal 

challenges associated with industry-driven growth in population and heavy vehicle traffic (though 

these challenges have lessened as industry activity has slowed). Broadly speaking, large-scale oil and 

gas development tends to create the greatest fiscal needs in very rural areas with limited existing 

infrastructure. In most regions, this has been managed through increased government revenue 

and/or collaboration with industry. In the regions noted above, policy revisions may be required to 

ensure adequate county and municipal funding during the most active phases of development.  

Although we include revenues for local schools, school trust funds, and other local 

governments in this report, we have not conducted interviews or performed detailed analysis of 

service demands and costs for these jurisdictions. As a result, we do not offer judgments as to 

whether or not they are receiving adequate revenue to manage service demands associated with the 

oil and gas industry.   

1.1 Local government revenues associated with oil and gas production 

 Oil and gas production generates revenue for local governments through a variety of 

sources. Seven of the eight states we examine impose a tax on the value or volume of oil and gas 

                                                 
2 Raimi and Newell 2014. “Shale Public Finance: Local government revenues and costs associated with oil and gas 
development.” May 2014. Available at: http://energy.duke.edu/shalepublicfinance. 
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produced (often referred to as a severance tax), while one (Pennsylvania) imposes an impact fee on 

each unconventional natural gas well drilled in the state. Revenue from these mechanisms is shared 

between state and local governments according to a variety of formulae.  

 Property taxes are another leading source of revenue for local governments experiencing oil 

and gas development, especially counties and school districts. Arkansas, Colorado, Texas, and 

Wyoming allow local governments to levy ad-valorem property taxes on oil and gas property 

(including the oil and gas produced and/or the value of reserves). Louisiana allows local 

governments to levy property taxes only on the surface equipment associated with oil and gas 

production such as rigs and wellheads. North Dakota, Montana, and Pennsylvania do not allow local 

governments to levy property taxes on oil and gas reserves, production, or equipment.  

 Along with taxes and fees, governments may generate revenue by leasing public land for oil 

and gas production. These revenues arrive in the form of leasing bonuses, which companies pay for 

the right to explore for oil and gas; royalties, which are paid based on the value of oil and gas 

produced from those lands; and rents, which are paid for siting equipment or other property on the 

surface. All eight states we examine generate revenue from leases on state lands, and all but 

Pennsylvania receive substantial revenue from production on federal lands within their state borders 

(the state share of federal revenues is generally 49 percent, but may be lower due to several factors).  

Figure 2 Major oil and gas production-related revenue flows for local governments 

 

1.2 Consideration of other revenues and local factors 

 This report does not include corporate income taxes, which generally flow to state funds, 

nor does it include revenues from leasing local government land, as these data are not available on a 

state-wide basis for any of our eight states. We also do not include local sales tax revenue indirectly 

induced by economic activity associated with oil and gas development. 
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The data presented in this report should be considered alongside a suite of other local 

factors and government revenues. For example, the municipal share of revenue for most states in 

Figure 1 appears small relative to school districts and counties. This is due to the fact that many 

counties and school districts generate large revenues from oil and gas property taxes, which are 

captured by our methodology. Municipalities, on the other hand, often rely more heavily on sales 

taxes, which are not captured by our methodology but are influenced by economic activity 

associated with the oil and gas industry.  

Indeed, a low percentage figure does not necessarily mean that local governments require 

more revenue, nor does a high percentage necessarily mean that local governments are receiving 

adequate revenue to manage new service demands associated with the oil and gas industry. A variety 

of local factors, including revenue from other sources (e.g., sales taxes or lease revenues from local 

lands), existing infrastructure capacity (e.g., adequacy of roads and other infrastructure), local labor 

force conditions (e.g., whether the local government struggles to compete for scarce labor), and the 

extent of cooperation with industry (e.g., whether operators repair road damage caused by their 

activities), all play a role in local government’s ability to manage service demands associated with oil 

and gas production.  

As another example, local governments in Arkansas and Pennsylvania receive a relatively 

small share of total production value. However, the prevalence of road maintenance agreements 

with operators in those states have limited costs, and these governments have generally experienced 

net fiscal benefits associated with increased natural gas production (Raimi and Newell 2014). 

Similarly in Louisiana, we observed net positive fiscal effects for local governments largely through 

increased sales taxes and leases of local government land. Conversely, municipalities in North 

Dakota receive a relatively large share of production revenue, but a lack of pre-existing infrastructure 

has created challenges managing rapid population growth associated with surging oil production.  

1.3 Summary of revenue allocation and findings 

For each state, we assess whether existing revenue mechanisms are providing sufficient 

revenue to manage costs associated with increased oil and gas production. We also note policy issues 

or other local factors that have contributed to our assessment. These conclusions are based on the 

revenues detailed in this report alongside a suite of other factors described briefly in Section 1.2 and 

detailed extensively in our previous report (Raimi and Newell 2014).  

For each state, we provide estimates for cumulative oil and gas production value in FY 2012 

(e.g., Table 1). Next, we show revenue that was either collected by or allocated to local governments 

from oil and gas production (e.g., Figure 3). To allow for comparison between states, we divide the 

revenue allocated to each level of local government by the total value of production of all oil and gas 
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within each state for FY 2012. Results are shown in the final row of the figure for each state (e.g., 

Figure 3), and aggregated in Figure 1. Detailed data and sources are provided in Appendix B.  

 Arkansas 1.3.1

Although Arkansas’ local governments see a smaller share of oil- and gas-related revenue 

than most other states in this survey, major service demands associated with the oil and gas industry 

have been limited. Much of this is due to agreements between operators and local government 

officials to manage road damage. Counties and municipalities in Arkansas appear to be receiving 

adequate revenue to manage new service demands associated with the industry.  

Table 1 Arkansas FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

6,536,000 89.03 1,152,420,711 3.00 4.0 

Note: Oil price based on U.S. EIA first purchase price. Natural gas price based on Perryville Hub via Bloomberg.  

Figure 3 Arkansas FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding. 
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 Colorado 1.3.2

Most local governments we examined in Colorado have experienced net fiscal benefits to 

date associated with increased oil and gas activity. Colorado allocates more revenue to local 

governments than most states examined here. However, limited existing infrastructure has created 

fiscal challenges for select counties and municipalities in rural western Colorado. It appears that 

these local governments require additional revenue during the most active phases of development. 

This would not necessarily require the state to raise additional revenue. Policy changes could direct 

existing streams of state-collected oil and gas revenue more heavily toward rural jurisdictions 

experiencing large-scale development, either through changes to the state allocation formula or 

through an existing grant program. Additionally, county governments may be able to limit costs 

through road maintenance agreements with local operators.  

Table 2 Colorado FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

43,406,720 87.38 1,733,366,436 2.89 8.8 

Note: Oil price based on U.S. EIA first purchase price. Natural gas price based on White River Hub via Bloomberg.  

Figure 4 Colorado FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding.  
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 Louisiana 1.3.3

Local governments in Louisiana receive the lowest share of oil and gas revenue of the states 

surveyed here. However, our methodology does not capture sales taxes, local government land lease 

revenues, or revenues from property taxes on surface oil and gas equipment, each of which has 

generated substantial revenue for local governments experiencing increased drilling activity in the 

Haynesville shale region. In addition, Louisiana’s schools are largely funded by the state’s general 

fund, which generates a large share of its revenue from the oil and gas sector. It appears that 

Louisiana’s existing funding mechanisms are sufficient for local governments to manage industry-

related costs.  

Table 3 Louisiana FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

75,191,894 107.46 2,961,907,619 2.82 16.4 

Note: Oil and gas prices from Louisiana Department of Natural Resources 

Figure 5 Louisiana FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding. 
  



Oil and gas revenue allocation to local governments in eight states  Raimi and Newell 

 
 Montana 1.3.4

Montana allocates substantial oil- and gas-related revenue to schools and county 

governments, but relatively little to municipalities. Because municipalities cannot levy sales taxes, 

cities and towns in Montana’s Bakken region have struggled to manage new costs associated with 

oil- and gas-driven population growth. Policy changes could redirect a portion of state-collected 

revenues to these municipalities.  

Table 4 Montana FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

24,758,894 85.07 73,956,664 2.89 2.3 

Note: Oil price based on U.S. EIA first purchase price. Natural gas price based on White River Hub via Bloomberg.  

Figure 6 Montana FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding. 
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 North Dakota 1.3.5

Recent policy changes have increased local government allocations of oil and gas revenue in 

North Dakota (see ND 2013-2014 House Bill 1358). However, the lack of pre-existing infrastructure 

for county and municipal governments has meant that these new revenues have been insufficient to 

manage service demands associated with the rapid growth in population and truck traffic. The state 

allocates a large share of oil and gas revenue to trust funds—an understandable approach given the 

unpredictable nature of natural resource-driven economic growth. However, it appears that a larger 

portion of these revenues could be redirected to local governments to better manage near-term local 

needs.  

Table 5 North Dakota FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

197,485,833 85.76 129,914,921 2.89 17.3 

Note: Oil price based on U.S. EIA first purchase price. Natural gas price based on White River Hub via Bloomberg.  

Figure 7 North Dakota FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding. 
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 Pennsylvania 1.3.6

Pennsylvania’s impact fee is designed in large part to manage near-term local government 

costs associated with Marcellus shale development. While the impact fee generates less revenue for 

counties and municipalities than in most of the other states in our sample, it appears to have been 

sufficient to manage increased local government costs associated with natural gas development. This 

is in large part due to collaboration between local governments and operators to manage road 

damage associated with industry truck traffic.  

Table 6 Pennsylvania FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

3,631,000 88.83 2,256,696,000 3.11 7.3 

Note: Oil price based on U.S. EIA first purchase price. Natural gas price based on Dominion Hub via Bloomberg.  

Figure 8 Pennsylvania FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding. 
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 Texas 1.3.7

Local fiscal effects of the recent increase in oil and gas production have varied substantially 

across different regions of Texas. While many local governments have experienced substantial fiscal 

benefits, some counties in rural regions with limited existing infrastructure have struggled to manage 

the near-term costs of road repair associated with industry truck traffic. The state responded in 2013 

with a limited allocation of revenue from state general funds to heavily affected counties. It appears 

that this allocation will not be sufficient to manage repair costs, and additional revenue for heavily 

affected county governments would allow them to better manage oil- and gas-related impacts. A 

voter referendum in November 2014 will determine whether an additional $1.7 billion is allocated to 

manage oil- and gas-related road repair issues, but these funds would go to manage state-owned, 

rather than locally-owned roads. Alternatively, more extensive collaboration between operators and 

local governments could limit the need for additional revenues.  

Table 7 Texas FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

549,763,539 93.03 8,085,488,083 2.78 73.6 

Note: Texas’ fiscal year runs from September 1 through August 31 of each year, two months later than the other states 
surveyed here. Oil price based on U.S. EIA first purchase price. Natural gas price based on Katy Hub via Bloomberg.  

Figure 9 Texas FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding.  
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 Wyoming 1.3.8

Oil and gas production provides major revenue streams for Wyoming local governments. 

However, some municipalities in southwestern Wyoming struggled to manage industry-driven 

population growth during a surge in natural gas production during the mid- to late-2000s. Currently, 

the state allocates revenue to municipalities based solely on population. Although oil and gas activity 

has generated rapid rates of population growth in certain regions, a much larger share of total 

population, and therefore revenue, flows to larger cities in parts of the state without substantial oil 

and gas development. Partly as a result, revenue for rural cities and towns in oil- and gas-producing 

regions has been insufficient at times. Policy changes could adjust the state’s allocation formula to 

direct more revenue to municipalities experiencing increased service demands related to oil and gas 

activity.    

Table 8 Wyoming FY 2012 oil and gas production and production value 

Oil production (bbl) Oil price ($/bbl) 
Natural gas 
production (mcf) 

Natural gas price 
($/mcf) 

Total production 
value ($billion) 

56,540,000 82.56 2,146,385,000 2.95 11.0 

Note: Oil price based on U.S. EIA first purchase price. Natural gas price based on Opal Hub via Bloomberg.  

Figure 10 Wyoming FY 2012 local government revenue from oil and gas production ($million) 

 
Note: Figures at left show local government revenue from four major sources. Figures at right show allocation of those 
revenues to local governments. Sums may not total due to rounding. 

 
 


