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Abstract 
 

The nature and very existence of the resource curse has long been debated. In general terms, the 
resource curse is defined as the inverse relationship between abundant natural resources and 
economic and political development – a relationship that some argue leads to depressed 
economic growth, the rise of nondemocratic regimes, and steep decreases in social spending. 
This also occasionally leads to the creation of rentier states, which are governments that are so 
resource-rich that they are able to provide significant benefits to their citizens, which sometimes 
act as bribes to ignore government inefficiency and corruption. The vast majority of studies that 
have found evidence supporting the existence of these phenomena have focused on developing 
countries in Asia, South America, and Africa. In contrast, this study will examine the effect of 
natural resources on public policy on U.S. states, with the intent of furthering the understanding 
of the relationship between developed countries and natural resources. Ultimately, this study 
suggests that while U.S. states do receive increased revenue from the exploitation of natural 
resources, there is little perceptible increase in spending on social programs, an outcome 
bearing a resemblance to a resource curse or a rentier effect. 
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1. Introduction 

 The relationship between oil and public policy has received significant scholarly attention 

in part because of the former’s supposed impact on the behavior of governments – a relationship 

that often stems from a “resource curse.” The resource curse is a paradox that afflicts natural 

resource abundant countries by making such countries overly dependent on these natural 

resources for income, economic growth, and ultimately economic prosperity. This phenomenon 

has tremendous political and economic repercussions on nations that suffer from it, including 

slower economic development, lower investment in human capital, rent-seeking, conflict, and 

more autocratic regimes. However, some states that have these abundant resources exploit them 

in part to provide benefits to their citizens, such as low taxes – this is often called a rentier effect.  

Many resource curse-driven studies have focused on oil and its influence on public policy 

outside of the United States, with the majority examining developing countries in Africa, the 

Middle East, Asia, and South America. Some, such as Listhaug (2005), have studied the political 

and public policy implications of the resource curse in developed and resource abundant 

democracies such as Norway. However, outside of past work by Ellis Goldberg, Erik Wibbels, 

and Eric Mvukiyehe (2008) and Elissaios Papyrakis and Reyer Gerlagh (2006), there remains 

relatively far more unexplored territory concerning how oil affects the governance of U.S. States, 

a group of governments constitutionally constrained in the policies that they can pursue and the 

types of government that they can implement. Given that the United States is poised to become 

the world’s largest producer of oil and natural gas with some of the largest reserves of both in the 

world (Smith, 2014), it seems increasingly implausible to assume that oil – and perhaps some 

effects associated with the resource curse – could not have some impact on public policy on a 
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state level, despite the limitations on these states previously described. It seems, then, that this 

field is ripe for experimentation and exploration. 

This research question is a differences-in-differences study that will examine the effects 

of an interaction between average oil reserves and oil prices on public policy in U.S. states from 

1960 to 2012. This interaction between average oil reserves and oil prices will use the average 

amount of reserves present in a state over a number of years and the price of oil at the federal 

level, which varies over time. This indicator will therefore take into account not only the amount 

of discovered oil in a state, but also its value. The variables that will be observed are total state 

severance tax revenues, total state tax revenues, state tax rates, state total expenditures, state 

expenditures on primary and secondary education, state expenditures on healthcare and hospitals, 

and state expenditures on highway construction (this is used as an indicator of state spending on 

public infrastructure). This study finds that despite growing revenues from the severance tax, in 

general, state total tax revenue does not increase, nor does spending on many state programs. 

Instead, state and local tax burdens fall, suggesting that total state tax revenue and total state 

expenditures are not increasing because tax cuts have both drained revenue and limited state 

expenditures – ultimately suggesting something similar to a rentier effect or a resource curse. 

Alternatively, this decrease in state and local tax burdens and slight increase in some social 

spending lends credence to the ideas espoused by the selectorate theory – namely, that elected 

officials are taking advantage of increased revenues to provide public goods to their constituents 

in order to improve their chances of reelection. 

 The remainder of this thesis is structured as follows: the next section will contain a 

literature review. The third section will provide deeper background on this subject, while the 

fourth section will describe the theoretical mechanisms and hypotheses for this study. The fifth 
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and sixth sections will address the data being used in this study and how the empirical approach 

for this study, respectively. The seventh section will summarize this study’s results, while the 

eighth section will conclude the study. A short appendix follows the references. 

 

2. Literature Review 

The relationship between oil and policy outcomes has been examined for years by 

numerous scholars with a variety of different focuses and findings. The literature complied 

below explores studies that could offer hypotheses or causal mechanisms for possible outcomes 

of the research question. The initial studies described are more general in their scope – such as 

the findings by Jeffrey Sachs and Andrew Warner (2001), which apply to many studies 

examining natural resources – while the later studies referenced are more focused on outcomes 

that could be useful specifically in understanding the behavior of U.S. states. This includes the 

work of several authors that have previously pursued studies similar to that of the research 

question. 

 Sachs and Warner (2001) found that the “curse of natural resources” is a phenomenon in 

which resource-rich countries tend to economically underperform, clarifying that this 

phenomenon is not caused other, possibly endogenous variables, such as geographical or climate 

conditions. Instead, Sachs et al. reaffirm that the curse of natural resources has been and can be 

empirically observed; a conclusion that forms the basis of this research question. If the resources 

curse, in its simplest definition, observable, then the research question would have no connection 

to or basis in political theory.  

 Michael Ross has long been known for his studies on oil and its sometimes deleterious 

effects on democratization as well as its inversely reinforcing effects on autocracies, and the 
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relationships that Ross examined were an impetus in pursuing this research question. In his 2001 

article, “Does Oil Hinder Democracy?,” Ross examined the presumed link between higher 

government revenue and autocracy when revenue is linked to oil wealth in countries both inside 

and outside of the Middle East. Ultimately confirming the statistic validity of this link, Ross also 

found that the detrimental effects of oil on democracy are magnified when that democracy is 

impoverished, and is less so when that democracy is wealthy. Ross’s findings have been affirmed 

be a number of different studies, including those by Andersen and Ross (2013), Colgan (2014), 

Andersen & Aslaksen (2013), and by a study that will be explored later, Goldberg, Wibbels & 

Mvukiyehe (2008). 

While this alludes to the possibility that American states – which, compared to the 

countries in Ross’s study, are relatively wealthy – may not experience some of the more 

detrimental effects stemming from oil wealth, Ross also concludes that many oil-rich 

governments experience a rentier effect, which lowers tax rates and raises government spending 

to quell political and social unrest among the populace or to ensure that a government remains 

popular. Though many of these oil-rich governments that use such tactics are autocracies that are 

concerned with ensuring that their citizens do not turn against them, elected leaders could 

conceivably take these same actions to gain favor among their constituents. 

 Gylfason (2011) built upon Ross’s findings. Whereas Ross found that oil-rich countries 

tend to have higher levels of spending than other countries, Gylfason concludes that oil (or 

“natural capital”) tends to crowd out social capital, human capital, and physical capital, hindering 

economic growth and reducing education rates. The possibility that oil could affect a state 

government’s investment in education led to the research question incorporating state education 

spending as a dependent variable and as an indicator of how oil reserves may affect a state 
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government’s public policy. However, according to studies such as Bueno de Mesquita, Smith, 

Siverson, and Morrow (2002) and Acemoglu and Robinson (2000), given that American states 

are democratic and not autocratic regimes, elected leaders in state governments may find an 

incentive to increase spending on public goods, such as public schools and hospitals, in order to 

please their constituents and strengthen their chances of reelection. This is opposed to simply 

providing the baseline amount of public goods that is needed to keep the public from revolting or 

being economically unproductive, a behavior that is common in autocracies. 

 Di Tella, Dubra, and MacCulloch (2008) explored a different facet of oil’s effect on 

governance: in their study, Di Tella, et al., examined the correlation between the belief in 

individualism and “luck” (calculated by interacting the share of the oil industry in the country’s 

economy multiplied by the price of oil) from 1983 to 2004. Like Gylfason’s previously 

mentioned study, Di Tella et al. found intuitive implications for oil wealth: the more heavily a 

nation economically depends on oil, the more its citizens demand government intervention to 

assist the poor and correspondingly lack individualist sentiment. However, it is questionable how 

likely such sentiments could be found among residents of oil-rich U.S. states, as many studies 

have found that the average American tends to be highly individualistic and generally 

disapproving of heavy-handed government intervention. It is possible, however, that there could 

still be demand for government intervention for other initiatives – such as building new roads or 

schools – in oil-rich American states, as opposed to demand for government intervention to assist 

the poor.  

 Likewise, Listhaug (2006) examined oil’s effect on the quality of Norway’s democracy, 

finding that oil has slowly eroded public trust in Norway’s political institutions in what the 

author called a “mild form of resource curse.” Indeed, Norway – which is much more analogous 
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to American states than other oil-rich countries in Africa, Latin America, or the Middle East – is 

suffering from similar problems that were discussed by Di Tella et al.: as Norway’s oil wealth 

has grown, so too has demand for that money to be used to fund “public services and lower 

taxes.” Though Listhaug finds that oil wealth has not weakened Norwegians’ support for 

democratic government, their demand for increased government intervention could mirror action 

taken in American states to use oil wealth to pay for government services or tax cuts. Because 

this study ultimately finds that oil reserves are correlated with increases in state education 

spending and decreases in state tax burdens, then it is possible that citizen demand to utilize oil 

revenue for these policy outcomes could be a possible explanation for their existence. 

 Allcott and Keniston (2013) explored whether or not the the Dutch Disease (an 

hypothesized relationship between the inverse growth of the natural resources industry and the 

decline of the manufacturing industry), and by extension, the resource curse, exists in the United 

States and negatively impacts American business. While Allcott et al. found that the Dutch 

Disease is evident in areas with natural resource booms due to large increases in local wages, the 

authors also found that, instead of harming local manufacturing growth, natural resource booms 

contributed to the growth of the local manufacturing industry.  

 These findings confirm several key assumptions for the research question: first, that there 

is empirical evidence to suggest that some areas in the United States exhibit signs of a resource 

curse (via the Dutch Disease), making it more likely that municipalities or states could exhibit 

some of the characteristics that define oil-rich countries, such as low taxes or increased 

government spending. However, as discussed by Ross (2001), because of the relative wealth of 

American states, the effect that oil has on governance may not quite be what one is expected to 

find in developing countries – instead of natural resource booms crippling local industries, it 
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bolsters their growth, suggesting that the effect of oil on American state economies (and thus 

U.S. governance) may not align with how other countries respond to the presence of significant 

oil reserves. 

 Elissaios Papyrakis and Reyer Gerlagh (2007) explored the absolute convergence 

hypothesis (the theory that incomes in developing countries grow faster than those in developed 

countries, such that poverty could vanish) in income levels in 49 U.S. states (excluding 

Delaware), finding that natural resource abundance is a significant negative determinant to 

growth and that it decreases investment, schooling, openness, and expenditures on research and 

development. Each of the variables measure the following: research and development accounted 

for “innovation and endogenous technological progress,” natural resources accounted for the 

share of the primary sector’s production in GSP for 1986, schooling accounted for the 

“contribution of educational services in GSP in 1986,” openness accounted for the “difference 

between migration to an area from outside the U.S. and migration from that area” from “1990-

1999 for each state to the population of the state in 1990,” and corruption accounted for “the 

number of prosecuted corrupted public officials over 1991-2000 per 100000 citizens.” 

 Papyrakis et al. found that resource abundance is negatively correlated with growth, 

though the authors “do not suggest that there runs a necessary causality from resource abundance 

to lower growth.” However, because Papyrakis et al.’s study was cross-sectional, it does not 

explore whether or not these effects are still significant with time series data – a gap that this 

research question will address. 

 The gaps left by this study are wide and many of them are already being addressed by the 

research question. First, Papyrakis et al. examined resource abundance and how it affected 

growth, as opposed to specific policy outcomes, such as education spending, total state spending, 
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and state tax burdens. While Papyrakis et al. did find statistically significant results for 

“education services” (in the year 1986), the other dependent variables that the research question 

addresses are not represented in Papyrakis et al.’s paper; though it is not clear if the research 

question and Papyrakis et al. use the same data, as the data used in the research question is from 

the Department of Education, and the data used by Papyrakis et al. was from the Department of 

Commerce. In addition, the research question’s time-series nature fills the gap that Papyrakis et 

al. literally said needed to be addressed in order for future study. 

 Ellis Goldberg, Erik Wibbels, and Eric Mvukiyehe (2008) examined the link between 

resource abundance and authoritarianism and poor economic development through time-series 

data and case studies of Louisiana and Texas, finding evidence that resource abundance results in 

“slower economic growth, poorer developmental performance, and less competitive politics.” 

The dependent variables that they explored are tax effort (the difference between actual taxation 

and tax capacity from 1929 to 2002) and electoral competition (the difference between the 

electoral winner’s vote share and the runner-up’s vote share, from 1929 to 2002). Independent 

variables included economic growth (on the state level), per capita income (first at the state level 

in 2002, then the “10-year average of log annual differences in per capita income,” and finally 

the yearly “percentage change in per capita income”), slave population in 1860, colonizer 

(whether the state was first colonized by the French, Spanish, etc.), deficits per capita, and 

resource dependence (noting that there is no perfect way to measure this variable, Goldberg et al. 

used the annual oil and coal production as a share of state income). Goldberg et al. found a 

statistically significant negative impact on tax efforts with increased resource abundance, while 

finding “suggestive” but not conclusive evidence of a correlation between electoral outcomes 
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and natural resource dependence. The authors explored this last dependent variable through two 

cases studies on Texas and Louisiana. 

Like Papyrakis et al., Goldberg et al. came to no single conclusion concerning the causal 

mechanisms behind the relationships they discussed. They noted that despite the statistical 

significance of their findings, that “there is widespread disagreement as to the causal 

mechanisms behind the correlation between resource reliance and political and economic 

outcomes.” The authors added that there exists at least a dozen distinct hypotheses that could 

account for the impact of mineral wealth, specifically, but concluded that the U.S. states 

represent an opportunity for future work in exploring the effects of resource abundance. 

The research question’s approach differs from Goldberg et al.’s research design in several 

ways. First, the research question controls for population and the political make-up of state 

legislatures, which helps control for the endogeneity of oil reserves. Deficits per capita, though 

plausibly related to state expenditures, are not an accurate measurement of state spending as 

states tend to run very small budget deficits, if any, relative to the federal government (Wilson 

2014). Additionally, similar to Papyrakis et al., Goldberg et al. did not regress the same data that 

the research question is using to examine education spending. However, Goldberg et al. did 

regress tax efforts, which is related to the state tax rate variable used in the research question, 

and found statistically significant results. The research question will test some variables similar 

to those used in Goldberg et al.’s paper and will build upon their results to deliver a more 

comprehensive study. 

As this research question is studying the behavior of government, it is appropriate to 

discuss a theory of government behavior that the research question will use to describe one of its 

key theoretical mechanisms – the selectorate theory. Most prominently discussed in Bueno de 
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Mesquita, Smith, Siverson, and Morrow (2002), selectorate theory is premised on the idea that 

democratic and autocratic leaders are willing to go to great lengths to stay in power. That is why 

leaders across all forms of government find it in their best interest to please those that keep them 

in office – whether that be a voter electorate made up of millions of people in a democratic 

system or a small group of powerful generals and party leaders in an autocratic system. To please 

these groups (or “winning coalitions”), autocratic leaders will find it monetarily efficient to 

provide private goods to their relatively smaller winning coalition. However, in democratic 

governments – the type of government that the research question is examining – elected officials 

will find it more efficient to please their larger winning coalition through the distribution of 

public goods, such as public education, hospitals, and lower taxes. Therefore, based off of the 

selectorate theory, we should expect to see state governments doing what they can to expand the 

provision of public goods to their voters. 

 

3. Background 

This study will revolve around observing an interaction of average proven oil reserves in 

states across years and oil prices at the country level and its relationship with state expenditures, 

taxes, and revenues. Below is a brief history of the main variables of interest in this study. 

Average Proven Oil Reserves: Despite the eminence of OPEC and its oil-rich member 

countries, the United States has slowly risen to become one of the foremost oil (especially shale 

oil) producers in the world (Grant 2014); a status that has been obtained on the heels of recent 

discoveries of vast oil reserves in North Dakota, Montana, South Dakota, Colorado, Texas, 

Pennsylvania, West Virginia, Nebraska, Kansas, and Wyoming (U.S. EIA, 2014). Though some 

of these states, such as Texas and West Virginia, have long been known to have large oil reserves, 
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others, such as North Dakota, have only recently begun to experience the effects of the discovery 

of oil. Though these booms have seemingly resulted in lower unemployment rates (Gebrekidan, 

2012), increases in government revenue, and tax cuts, they have also led to claims that population 

booms in small cities and towns have overburdened local housing systems and school districts, 

increased crime rates (Nicas, 2012; Sheerin and Bressanin, 2014; Holeywell, 2011), and 

heightened xenophobic sentiments (The Overnighters). Reports of these occurrences beg for not 

only greater research into the effects of oil on policy making and governance in North Dakota and 

other boom states, but in regions where oil has been a part of state politics and economics for 

generations. 

U.S. Crude Oil First Purchase Price: The oil boom across the United States has been 

matched by the dramatic increase in the U.S. crude oil first purchase price1 since the early 2000’s, 

though this figure has plunged due to the recent fall in oil prices. Regardless, the general trend for 

oil prices is upward. 

State Expenditures: Over the span of the past 50 years, state expenditures in every 

category that this study measures – total, health, education, and highway construction – have 

increased considerably. These increases most likely stem from an overall growing U.S. population 

and a burgeoning economy, which may have forced state governments to increase their 

distribution of public goods. 

State Tax Revenue and Tax Burdens: As the United States economy and population 

has boomed over the past 50 years, so has state tax revenues, including those gained from the 

severance tax. The severance tax is a tax placed on the extraction of natural resources for profit, 

so named because the resources are being “severed” from the earth. While the severance tax 

                                                
1 The crude oil first purchase price is defined by the U.S. Energy Information Administration as a “transaction 
involving an arms-length transfer of ownership of crude oil associated with the physical removal of the crude oil 
from a property (lease) for the first time.” 
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encompasses a number of natural resources besides crude oil, this study suggests that severance 

tax revenue and crude oil reserves are correlated. Similarly, overall state and local tax burdens2 

have also been increasing across years – possibly as a result of growing state expenditures. 

 
4. Theoretical Mechanisms 

 The connection between abundant natural resources and policy and economic outcomes 

has been empirically observed in a number of studies, some of which are in the literature review. 

This connection has even been suggested to be present in developed democracies such as 

Norway and the United States, one or both of which have experienced different levels of trust in 

government, lower levels of individualist sentiment, slower economic growth, and increased 

corruption, among other things (Listhuag, 2005; Papyrakis and Gerlagh, 2006; Goldberg, 

Wibbels, and Mvukiyehe, 2008). 

However, the exact causal mechanisms linking these outcomes to natural resources has 

long been a subject of debate among scholars, with Goldberg et al., stating “there is widespread 

disagreement as to the causal mechanisms behind the correlation between resource reliance and 

political and economic outcomes.” Regardless, this research question postulates that after having 

allowed oil exploration and production companies (which do nearly all of the drilling in oil fields 

in the United States, according to Goldberg et al.) onto state lands, a state government will tax 

these companies for revenue to put towards state expenditures and the distribution of public 

goods. Each of these occurrences are not only rooted in theories from past research on natural 

resources and political and economic outcomes, but also in the rentier effect and the selectorate 

                                                
2 The Tax Foundation defines local and state tax burdens as “the percentage of income that taxpayers in each state 
pay in state and local taxes. Every tax that is collected on both the state and local level is included in the calculation: 
income taxes on individuals and businesses; general sales taxes; product specific taxes such as those levied on gas, 
cigarettes and alcohol; property taxes on individuals and business; and a multitude of other taxes.” 
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theory, both of which give state political leaders clear incentives to pursue actions that will 

extend their time in office. 

To elaborate on the causal chain: first, a state that discovers significant reserves of oil on 

its land will allow private oil companies to begin exploring and drilling for oil, regardless of 

political orientation (as seen from the fact that states as diverse as California, Texas, Colorado, 

and Utah all take advantage of these natural resources). The state government will most likely 

then tax these companies (Goldberg et al. demonstrated that at one time, the Louisiana state 

government paid for a quarter of its total annual expenditures with tax revenue from oil 

companies), giving lawmakers new revenue to spend; and given that oil companies would need 

to stay on a particular oil field for a matter of months or years to fully exploit the oil, the revenue 

gained from these taxes could prove tremendous. Given that, according to the selectorate theory, 

democratic lawmakers will spend great sums of money on public goods in order to please their 

constituents and help themselves maintain office, it stands to reason that lawmakers will most 

likely use these new revenues to increase overall expenditures and cut taxes, thereby solidifying 

these lawmakers in their positions of power (as conjectured by Goldberg et al. in their case study 

of Louisiana and Texas). However, it should be noted that should a state decrease tax burdens on 

its citizens, it could decrease its own total revenue – making it more difficult to direct 

expenditures towards different programs. Regardless, health expenditures, education 

expenditures, highway expenditures, and state tax rates were all chosen as variables to be 

examined because of their ability to improve the quality of life for families – and if an elected 

official can improve quality of life for families, it may improve that elected official’s chances of 

winning reelection. 
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While selectorate theory posits that elected officials would have the incentive to spend 

these extra tax revenues on public goods, this outcome is the reverse of what has been found in 

studies regarding resource abundance. For example, studies such as Gylfason (2011) found that 

oil-rich states crowd out spending on social, human, and physical capital – in the lens of 

selectorate theory, this is most likely done by leaders of autocracies (which tend to be oil-rich 

more often than democratic states) in order to devote more money to purchasing private goods 

for their political supporters. However, even then, autocrats still must placate their citizens in 

order to prevent unrest; a prediction similar to that described by Ross (2001) and in line with 

what is conjectured by the rentier effect. In short, while the selectorate theory and past research 

on resource abundance have sometimes contrasting predictions about the outcome of the research 

question, they come to similar conclusions on policy outcomes, a finding that will play a role in 

the hypotheses for the research question. 

There are several hypotheses that the research question will seek to address. First, do 

states actually experience an increase in revenue as the interaction between oil prices and oil 

reserves change? If the rentier effect holds, this would give state governments the incentive to 

take advantage of their increased revenues to decrease state and local tax burdens, thereby 

pleasing their constituents. Next, should states raise tax revenue off of oil companies and 

selectorate theory holds, then it could be expected that state governments would spend this 

additional revenue towards benefiting their political supporters (i.e. voters) through the 

distribution of public goods, like education, healthcare, highways, and hospitals. However, as 

proposed by Goldberg, Wibbels, and Mvukiyehe (2008), it is possible that the rentier theory 

could be another lens by which the same result is observed: as oil prices on mean oil reserves 

rise, we should observe an increase in state education and healthcare and hospital spending, as 
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this may seen as a way of governments providing benefits to maintain the support of their 

citizens. Alternatively, if the same theories hold, then state taxes should decrease as oil prices on 

mean oil reserves rise.  

Finally, should severance tax revenues increase but states see a decrease or no change at 

all in state expenditures on different programs as the interaction between oil prices and mean 

proven reserves increases, then this suggests that some states may be exhibiting symptoms of the 

resource curse. This is because even as revenues increase, money is still not being directed 

towards total spending or social spending – a phenomenon discussed by Gylfason (2011) –

raising the question of what this revenue is being directed towards .and whether the presence of 

oil is depressing economic productivity. 

 Below are hypothesized outcomes for the research question: 

Hypothesis 1: If the rentier effect holds, we should observe that as the interaction of oil reserves 
and prices increases, state tax rates will decrease. 
 
Hypothesis 2: If the selectorate theory or the rentier effect holds, we should observe that as the 
interaction of oil reserves and prices increases, state expenditures on healthcare, hospitals, 
highways, and on primary and secondary education should increase. 
 
Hypothesis 3: If symptoms of the resource curse are observed, it should be seen that as the 
interaction of oil reserves and prices increases, state expenditures on healthcare, hospitals, 
highways, and on primary and secondary education should decrease. 
 

5. Data 

The majority of the data used in this thesis was obtained from federal sources; only a few 

variables utilize data from outside sources. The U.S. Energy Information Administration (EIA) 

provided information on oil reserves and prices for all states from 1960-2012 (which is utilized 

by the variables mean_provenreserves and oilprices, respectively). The price data used for 

oilprices represents the average price of domestic crude oil first purchase prices.  Oil, as defined 
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by the EIA’s dataset, specifically refers to crude, black oil. The Tax Foundation provided all data 

on state and local tax burdens from 1977-2011 (accounting for variables sltaxes and taxranking). 

The National Conference of State Legislatures provided all data on state party composition from 

1978 to 2012 (accounting for the variables legdem, legrep, and legsplit). The United States 

Census Bureau provided most data on state finances – state expenditures from 1977 to 2008, 

state health expenditures from 1977 to 2008, state expenditures on highway construction from 

1961 to 2008, total state tax revenues from 1960 to 2010, and severance tax revenues from 1960 

to 2008 (accounting for variables stateexp, educationexp, highwayexp, statetaxrevenue, and 

sevtaxrev). Data on education expenditures was provided by the Digest of Education Statistics, a 

part of the National Center for Education Statistics. In addition, data on gross state product 

(GSP) and population size by state from 1963 to 1997 and 1960 to 2000, respectively, was 

obtained from the U.S. Census Bureau. This data accounts for lngsp and lnpopulation; both of 

which are logged variations of GSP and population. The summary statistics are located in the 

appendix of this study. 

 

6. Empirical Approach 

 The research design for the research question utilizes a number of variables to measure 

the effects of mean oil reserves on state public policy. The dependent variables for this question 

include state tax rates (sltaxes), state total fiscal expenditures (stateexp), state expenditures on 

healthcare and hospitals (healthexp), state expenditures on highway construction (highwayexp), 

and state total fiscal expenditures on primary and secondary education (educationexp). To 

measure the validity of the theoretical mechanism, the tax revenue gained from state severance 

taxes will also be measured as a dependent variable (sevtaxrev), and total state tax revenue 
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(statetaxrevenue) will be included provide a sense of scale of the effects of the severance tax. In 

order to obtain an improved understanding of how education, health, and highway spending 

interacts with overall state expenditures, education health, and highway spending will be divided 

by total state expenditures, and the resulting quotient will be logged. The independent variable of 

interest is an interaction between the average of proven reserves in a state across years 

(mean_provenreserves) and crude oil first purchase prices across years (oilprices), called 

mean_provenreservesxoilprices. Oil reserves are averaged across years in order to gain a better 

understanding of how oil-rich a state is, while the average domestic crude oil purchase price is 

utilized instead of domestic crude oil purchase prices by area because most states lack their own 

purchase price. Oil reserves and oil prices are interacted in order to examine how oil-rich states 

are affected by price shocks; specifically, how these price shocks affect state policy.  

Control variables for the regression include state population (logged as lnpopulation), 

gross state product (logged as lngsp), party composition in the state legislature (legdem, legrep, 

legsplit), and state business environment (taxranking). Standard errors are clustered. Due to a 

significant decrease in observations that would occur in some regressions, only data from 1976 

onwards is used in all specifications. 

Finally, to test the hypotheses in a rigorous manner, year and state fixed effects are used 

alongside oilprices and mean_provenreserves (both of which somewhat act as year and state 

fixed effects, respectively). To show the differences (or lack thereof) between outcomes that do 

and do not use fixed effects, each regression table will contain four columns – columns 1 and 2 

contain oilprices and mean_provenreserves, while columns 3 and 4 contain year and state fixed 

effects in place of oilprices and mean_provenreserves. Therefore, the regression equations 

resemble the following: 
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(Dependent Variable)st = b0 + b1(Mean Proven Reserves*Oil Prices)st + b2(Mean Proven 
Reserves) + b3(Oil Prices) + b4(Log Population) st + b5(Log GSP) st b6(Democratic State 
Legislature) st + b7(Republican State Legislature) st + b8(Democratic State Legislature) st 
+ b7(Tax Ranking) + ei 

 
(Dependent Variable)st = b0 + b1(Log Population) st + b2(Log GSP) st b3(Democratic 
State Legislature) st + b4(Republican State Legislature) st + b5(Democratic State 
Legislature) st + b6(Tax Ranking) +Year Fixed Effects + State Fixed Effects + ei 

 
In order to provide empirical evidence for the causal mechanism, states need to be observed 

generating or losing severance tax revenue when proven oil reserves interacted with oil prices 

increase or decrease, as this source of revenue has been hypothesized to change policy outcomes 

in states. That is why, in addition to the policy outcomes that the research question will examine, 

severance tax revenue, as well as state tax revenue, will also be regressed.  
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7. Results 

Table 1 
Log Severance Tax Revenue 
 

(1) (2) (3) (4)

VARIABLES
Severance Tax 

Revenue
Severance Tax 

Revenue
Severance Tax 

Revenue
Severance Tax 

Revenue

Mean Proven Reserves * Oil Prices 0.104*** 0.0752*** 0.104** 0.0740***
(0.0269) (0.0280) (0.0493) (0.0260)

Oil Prices 81.75*** 107.3***
(26.66) (33.43)

Mean Proven Reserves 2.281*** 2.423*
(0.660) (1.343)

Log GSP 1,442 1,400 1,924 2,411
(1,379) (1,493) (7,593) (6,255)

Log Population -5,207** -4,914** 6,785 5,494
(2,273) (2,182) (14,025) (10,822)

Democratic State Legislature 3,184*** 268.7
(1,055) (706.1)

Republican State Legislature 3,373*
(1,822)

Legislature Split 4,617** 262.6
(1,756) (704.4)

Tax Ranking 137.4** 227.0**
(60.10) (85.47)

Observations 1,050 990 1,050 990
R-squared 0.497 0.559 0.189 0.294
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 

The positive coefficient in Table 1, column 4, has significant effects, demonstrating that 

governments do in fact gain more revenue as more oil reserves are discovered and are correlated 

with fluctuations in oil prices. This finding is key to the rest of this study, as many of the 

assumptions that it makes are based on the fact that governments tax oil companies in order to 

increase their revenue and possibly their expenditures towards public goods.  
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Table 2 
Severance Tax Revenue in terms of Total State Tax Revenue in All States 
 

(1) (2) (3) (4)

VARIABLES

Fraction of Severance 
Tax Revenue in State 

Tax Revenue In All 
States

Fraction of Severance 
Tax Revenue in State 

Tax Revenue In All 
States

Fraction of Severance 
Tax Revenue in State 

Tax Revenue In All 
States

Fraction of Severance 
Tax Revenue in State 

Tax Revenue In All 
States

Mean Proven Reserves * Oil Prices 0.132*** 0.0938*** 0.137* 0.0987***
(0.0374) (0.0310) (0.0703) (0.0348)

Oil Prices 97.53*** 135.6***
(32.26) (42.05)

Mean Proven Reserves 2.740*** 3.017*
(0.889) (1.738)

Log GSP 2,245 2,256 1,388 2,012
(1,770) (1,895) (9,781) (8,083)

Log Population -6,841** -6,565** 10,890 9,341
(2,914) (2,834) (18,798) (14,845)

Democratic State Legislature 3,610*** 349.8
(1,234) (869.0)

Republican State Legislature 3,980*
(2,145)

Legislature Split 5,533** 242.4
(2,088) (826.3)

Tax Ranking 157.2** 284.9**
(70.59) (115.8)

Observations 1,050 990 1,050 990
R-squared 0.508 0.566 0.185 0.283
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 

These results indicate that as oil prices increase, many states experience an increase in the 

fraction of their budget that is financed by the severance revenue tax.  In fact, when interpreting 

the coefficient in column 4 [((413.2*24.3*.0987)/(3413.3))], there seems to be a possible 29.03% 

increase in the fraction of severance tax revenues that make up the total state tax revenues.  This 

builds on the causal mechanism that is at the heart of this study – namely, that which suggests 

that states will tax oil companies in order to increase government revenue. 
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Table 3 
Severance Tax Revenue in terms of Total State Tax Revenue in States with Oil Reserves 
 

(1) (2) (3) (4)

VARIABLES

Fraction of Severance 
Tax Revenue in State 
Tax Revenue In Oil-
Producing States

Fraction of Severance 
Tax Revenue in State 
Tax Revenue In Oil-
Producing States

Fraction of Severance 
Tax Revenue in State 
Tax Revenue In Oil-
Producing States

Fraction of Severance 
Tax Revenue in State 
Tax Revenue In Oil-
Producing States

Mean Proven Reserves * Oil Prices 0.113*** 0.0706** 0.125 0.0814**
(0.0370) (0.0336) (0.0783) (0.0378)

Oil Prices 171.9*** 206.8***
(50.53) (56.71)

Mean Proven Reserves 2.945*** 3.436**
(0.577) (1.359)

Log GSP 3,041 3,202 1,355 2,792
(2,151) (2,295) (11,527) (9,110)

Log Population -9,977*** -10,805*** 18,101 15,086
(3,224) (3,207) (23,986) (18,447)

Democratic State Legislature 7,948*** 415.5
(1,692) (1,534)

Republican State Legislature 4,170*
(2,327)

Legislature Split 8,391*** 798.3
(1,986) (1,206)

Tax Ranking 138.2 372.3**
(88.19) (144.2)

Observations 695 654 695 654
R-squared 0.587 0.652 0.245 0.372
Number of state 34 34
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 
 The table above is different from Table 2 in that it only includes states that have a 

severance tax revenue that is greater than zero – eliminating 16 states from the analysis – in 

order to ensure that the results are not being skewed by states that do not produce oil. Given the 

significant effects demonstrated by the coefficients in columns 1, 2, and 4 in this table, it is clear 

that even in oil-producing states, there is a correlation between the interaction variable and the 

fraction of severance tax revenue in the total state revenue in most years. 
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Table 4 
State and Local Tax Burden 
 

(1) (2) (3) (4)

VARIABLES
State and Local Tax 

Burdens
State and Local Tax 

Burdens
State and Local Tax 

Burdens
State and Local Tax 

Burdens

Mean Proven Reserves * Oil Prices -0.857*** -0.219 -1.028* -0.462***
(0.269) (0.138) (0.608) (0.157)

Oil Prices -3,315*** -3,001***
(263.9) (258.8)

Mean Proven Reserves -26.44*** -14.21
(7.510) (8.822)

Log GSP 25,869 29,311** 71,173 80,421*
(18,243) (11,811) (82,937) (41,272)

Log Population 18,587 -8,147 -133,132 -100,854
(25,532) (13,108) (149,790) (63,839)

Democratic State Legislature -11,244 -153.2
(13,062) (6,393)

Republican State Legislature -9,163
(10,137)

Legislature Split -1,468 6,000
(9,707) (6,222)

Tax Ranking -7,824*** -7,012***
(269.5) (556.4)

Observations 1,044 984 1,044 984
R-squared 0.249 0.856 0.372 0.763
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 

The negative coefficient lends credence to the idea that the rentier effect becomes more 

active as oil reserves are discovered, leading many states to cut taxes, possibly with the goal of 

ensuring an individual or a group of individual’s reelection. The outcome seen in this table also 

may explain why, as will be observed later, total state expenditures do not seem to increase even 

as the interaction variable is increasing – because taxes are being lowered, this gives state 

governments less money to spend towards different expenditures. 

Though the effect caused by increasing or decreasing oil prices is consistent across 

almost each column, the affect clearly loses strength by column 4, the most rigorous 

specification on the table. Interpretation calculations ultimately suggest that per unit increase of 

the independent variable, there is a decrease of [((413.2*24.3*-0.462)/(952514.3) = -0.48%)] in 

state and local tax burdens. 
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Table 5 
Log Total State Expenditures 
 

(1) (2) (3) (4)

VARIABLES State Expenditures State Expenditures State Expenditures State Expenditures

Mean Proven Reserves * Oil Prices -0.201*** -0.244*** 0.0750 0.0516
(0.0451) (0.0533) (0.0775) (0.0782)

Oil Prices -152.0** -166.7*
(59.26) (91.99)

Mean Proven Reserves 4.454 7.273**
(3.427) (3.045)

Log GSP 109,662*** 108,119*** 31,455*** 34,562***
(4,636) (5,245) (7,564) (7,007)

Log Population -18,974*** -20,485*** 59,319*** 55,644***
(5,889) (6,177) (11,943) (12,442)

Democratic State Legislature 34,845*** -489.1
(3,837) (2,002)

Republican State Legislature 29,666***
(3,248)

Legislature Split 40,470*** 519.4
(3,382) (1,583)

Tax Ranking -606.6*** -201.4**
(130.3) (93.33)

Observations 1,050 990 1,050 990
R-squared 0.961 0.968 0.986 0.985
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 

The negative coefficient with significant effects indicates that states with increasing oil 

reserves may suffer from a key component of the resource curse: falling economic growth, in 

part through falling state expenditures (GSP does indeed fall as the regression specifications 

become more rigorous). As previously discussed, it is possible that shrinking tax burdens may 

also be responsible for decreasing how much a state is willing to spend on its citizenry, possibly 

out of fear of accruing a deficit. Though including year and state fixed effects eliminates 

significant effects from the regression in columns 3 and 4, there is a clear and significant 

decrease of [((413.2*24.3-0.244)/(1591306) = -0.153%)] in state expenditures for every one unit 

increase in the interaction variable. 
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Table 6 
Log Education Expenditures 
 

(1) (2) (3) (4)

VARIABLES
Education 

Expenditures
Education 

Expenditures
Education 

Expenditures
Education 

Expenditures

Mean Proven Reserves * Oil Prices -0.164** -0.220*** -0.0363 -0.0533*
(0.0737) (0.0470) (0.0360) (0.0305)

Oil Prices -269.9** -164.3
(128.4) (136.9)

Mean Proven Reserves 5.093** 7.833***
(2.255) (1.668)

Log GSP 60,492*** 53,875*** 13,104 15,530*
(12,628) (10,490) (8,032) (7,889)

Log Population 36,791*** 42,845*** 71,432*** 75,306***
(12,955) (10,765) (14,571) (12,739)

Democratic State Legislature -7,364** -710.4
(3,320) (1,539)

Republican State Legislature 5,834*
(3,125)

Legislature Split 3,618 -689.2
(3,280) (1,093)

Tax Ranking -464.3*** -231.7***
(123.9) (66.56)

Observations 450 441 450 441
R-squared 0.977 0.984 0.954 0.956
Number of state 50 49
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 
 The outcomes of the state education expenditure regressions provide support for both of 

the two different hypotheses that are central to this study. In this first specification, which only 

examines log education expenditures, the interaction variable has a clear affect on the dependent 

variable, as shown by this interpretation: [(413.2*24.3*-0.0533)/2219103 = -0.024%)]. This 

outcome suggests that states with oil reserves and increasing oil prices suffer from a symptom of 

the resource curse discussed at length by Gylfason (2011). 
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Table 7 
Education Expenditures out of State Expenditures, Logged 
 

(1) (2) (3) (4)

VARIABLES

Education 
Expenditures Out of 
State Expenditures

Education 
Expenditures Out of 
State Expenditures

Education 
Expenditures Out of 
State Expenditures

Education 
Expenditures Out of 
State Expenditures

Mean Proven Reserves * Oil Prices 0.124* 0.118** 0.167*** 0.183***
(0.0644) (0.0467) (0.0438) (0.0448)

Oil Prices 812.5*** 951.4***
(145.8) (167.7)

Mean Proven Reserves -3.494 -3.656
(2.677) (3.304)

Log GSP -23,232** -26,285*** -37,395** -39,025***
(9,077) (9,162) (14,184) (13,698)

Log Population 30,370*** 35,498*** 51,038** 54,262**
(10,216) (10,243) (24,283) (23,820)

Democratic State Legislature -39,005*** 2,590
(4,018) (2,675)

Republican State Legislature -25,941***
(3,074)

Legislature Split -31,116*** -197.9
(4,138) (1,821)

Tax Ranking 157.0 17.40
(143.4) (117.7)

Observations 450 441 450 441
R-squared 0.235 0.384 0.407 0.425
Number of state 50 49
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 
The positive coefficients above suggest the opposite conclusion of Table 6 – that some states do 

not suffer from the resource curse. Instead, as oil reserves and oil prices increase, states spend 

more money on primary and secondary education than they would otherwise. This indicates the 

possibility that the other hypothesis discussed in this study, which revolves around selectorate 

theory, may explain this phenomenon in U.S. states. The coefficient in column 4 is interpreted as 

[((413.2*24.3*0.183)/(577542.3) = 0.32%)] 
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Table 8 
Log Health Expenditures 
 

(1) (2) (3) (4)
VARIABLES Health Expenditures Health Expenditures Health Expenditures Health Expenditures

Mean Proven Reserves * Oil Prices -0.242*** -0.266*** 0.0135 0.00918
(0.0648) (0.0935) (0.0727) (0.0822)

Oil Prices 21.85 -126.2
(86.51) (121.5)

Mean Proven Reserves -2.782* -1.772
(1.462) (1.955)

Log GSP 99,895*** 102,757*** 26,854* 29,027*
(5,522) (5,984) (15,266) (14,502)

Log Population -580.7 -6,854 44,802 46,372
(6,963) (7,218) (28,919) (29,149)

Democratic State Legislature 16,607** -1,539
(6,846) (5,368)

Republican State Legislature -7,217
(6,041)

Legislature Split 3,280 -985.6
(7,541) (4,001)

Tax Ranking -255.4 -125.5
(316.5) (239.9)

Observations 1,050 990 1,050 990
R-squared 0.915 0.921 0.908 0.898
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

 
 While Table 8 has no significant effects with the most rigorous specifications, without 

year and state fixed effects, the table seems to suggest that health expenditures decrease as the 

interaction variable increases, another indication of states suffering from a phenomenon similar 

to the resource curse. While the interpretation calculation [((413.2*24.3*-0.269)/(1281372) =      

-0.212%)] shows that the changes resulting from a one-unit increase in the interaction variable 

are small, they are still important in examining the effects of natural resources. 
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Table 9 
Health Expenditures out of State Expenditures, Logged 
 

(1) (2) (3) (4)

VARIABLES

Health Expenditures 
Out of State 

Expenditures

Health Expenditures 
Out of State 

Expenditures

Health Expenditures 
Out of State 

Expenditures

Health Expenditures 
Out of State 

Expenditures

Mean Proven Reserves * Oil Prices -0.0405 -0.0215 -0.0615 -0.0425
(0.0557) (0.0796) (0.0603) (0.0830)

Oil Prices 173.8* 40.55
(90.85) (133.0)

Mean Proven Reserves -7.236** -9.045***
(3.548) (2.716)

Log GSP -9,767* -5,361 -4,601 -5,535
(5,723) (5,827) (14,540) (13,994)

Log Population 18,393** 13,631* -14,517 -9,272
(7,846) (7,579) (25,176) (25,237)

Democratic State Legislature -18,238*** -1,050
(6,609) (5,314)

Republican State Legislature -36,882***
(5,640)

Legislature Split -37,190*** -1,505
(6,306) (3,786)

Tax Ranking 351.3 75.87
(259.6) (241.4)

Observations 1,050 990 1,050 990
R-squared 0.176 0.290 0.064 0.066
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 

The coefficients above do not suggest that the interaction between oil reserves and oil 

prices has any effect on health expenditures, even when it is placed in the context of state 

expenditures. Therefore, even as severance tax revenue increases in some states, that money does 

not go toward or is diverted from health expenditures, a possible symptom of the resource curse 

in the sense that it would be expected that health expenditures would grow as the government 

gained more revenue due to incentives that elected officials face to increase the distribution of 

public goods. 
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Table 10 
Log Highway Expenditures 
 

(1) (2) (3) (4)
VARIABLES Highway Expenditures Highway Expenditures Highway Expenditures Highway Expenditures

Mean Proven Reserves * Oil Prices -0.190 -0.269* -0.0806 -0.133
(0.154) (0.151) (0.103) (0.0887)

Oil Prices -292.0*** -399.3***
(99.74) (123.6)

Mean Proven Reserves 7.644* 7.730*
(3.911) (4.005)

Log GSP 82,118*** 79,893*** 51,090** 52,587**
(5,456) (6,197) (20,895) (20,375)

Log Population -11,890* -7,548 20,359 16,184
(6,687) (7,044) (35,800) (37,268)

Democratic State Legislature -139.3 -4,610
(6,923) (5,137)

Republican State Legislature 1,482
(4,715)

Legislature Split 1,115 -1,735
(5,940) (4,140)

Tax Ranking 512.4** -179.1
(191.5) (247.8)

Observations 1,050 990 1,050 990
R-squared 0.873 0.880 0.845 0.831
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 
 The lack of significant effects for highway expenditures demonstrates that even as oil is 

being discovered – presumably generating business and creating jobs – little new infrastructure is 

being built by states as a result. In fact, if anything, states spend less on infrastructure, indicating 

that states may suffer from a symptom of the resource curse. However, such a conclusion seems 

to be at conflict with studies such as Allcott and Keniston (2013), which found that jobs and 

economic growth should expand alongside oil booms – based on that study, it would be expected 

that highway expenditures should increase. 
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Table 11 
Highway Expenditures out of State Expenditures, Logged 
 

(1) (2) (3) (4)

VARIABLES

Highway 
Expenditures Out of 
State Expenditures

Highway 
Expenditures Out of 
State Expenditures

Highway 
Expenditures Out of 
State Expenditures

Highway 
Expenditures Out of 
State Expenditures

Mean Proven Reserves * Oil Prices 0.0110 -0.0244 -0.156 -0.184
(0.131) (0.120) (0.167) (0.148)

Oil Prices -140.0 -232.6**
(85.00) (111.1)

Mean Proven Reserves 3.189 0.458
(2.865) (2.346)

Log GSP -27,544*** -28,226*** 19,635 18,025
(5,128) (5,321) (22,438) (21,610)

Log Population 7,084 12,937* -38,960 -39,460
(7,304) (6,664) (32,610) (32,531)

Democratic State Legislature -34,985*** -4,121
(6,098) (4,630)

Republican State Legislature -28,184***
(4,001)

Legislature Split -39,355*** -2,254
(5,719) (4,283)

Tax Ranking 1,119*** 22.33
(198.6) (210.8)

Observations 1,050 990 1,050 990
R-squared 0.331 0.487 0.368 0.366
Number of state 50 50
State Fixed Effects Y Y
Year Fixed Effects Y Y
Robust standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1  
 
 Similar to Table 10, Table 11 demonstrates that the interaction variable has no significant 

effect on highway expenditures, even when state expenditures are taken into account.  This 

heavily suggests that oil price shocks and oil reserves do not generate economic growth on such 

a level that would warrant the state government to increase infrastructure expenditures. 
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8. Conclusion 

 The findings of this study almost consistently suggest that oil-abundant U.S. states suffer 

from some effects of what is generally associated with the resource curse or a rentier effect. 

Tables 1, 2, and 3 demonstrated that state governments gain some revenues from their severance 

taxes on businesses that exploit oil reserves, in relation to oil prices. Despite this increase in 

revenue, even when put into context with the inclusion of total state tax revenue, tables 5, 6, 8, 9, 

10, and 11 each suggest that even as state governments experience increases in revenue from the 

severance tax, their total, social, and infrastructural spending either decline or remain stagnated, 

while local and state tax burdens decrease, similar to what would be expected from a rentier 

effect or a resource curse. 

 Taken together, these results suggest that U.S. states may be suffering from the resource 

curse, as well as experiencing the rentier effect – however, more research will need to be done on 

the effects of oil on corruption, public infrastructure, and other areas in order to come to a more 

definitive conclusion. Regardless, the results and conclusions of this study are in line with those 

found by Ellis Goldberg, Erik Wibbels, and Eric Mvukiyehe (2008) and Elissaios Papyrakis and 

Reyer Gerlagh (2006), each of which have suggested the presence of a resource curse and/or a 

rentier effect. Future studies on this subject may benefit from examining the relationship between 

oil and public policy at the local and city level, where exploitation of natural resources may have 

a larger and more immediate impact on local and city governance, especially as suggested by the 

increased media attention that towns and cities in North Dakota have received with regards to the 

oil boom. Given that the U.S. Census Bureau has significant troves of data on finances across all 

levels of government, a study similar to this thesis could easily be conducted on local and city 

governments. 
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 Ultimately, this study should raise awareness of the potential for resource abundance to 

contort and prove economically deleterious to not only governments in developing countries – 

where many studies on resource abundance tend to focus – but also those in developed countries, 

including the United States. Therefore, as U.S. states continue to take advantage of their 

newfound oil reserves, they must be made aware of the unknown and possibly dangerous effects 

that these resources may have on their economies and society at large. 
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Appendix: 

Summary Statistics of Key Variables 

VARIABLES Observations Mean Standard6Deviation Minimum Maximum

Mean6Proven6Reserves,6thousands6of6
barrels 2650 413.1688 1270.231 0 6145.8
Oil6Prices,6U.S.6dollars 2650 22.53377 24.29833 2.86 95.73
Mean6Proven6Reserves*Oil6Prices 2650 9310.251 43270.38 0 588337.4
Gross6State6Product,6millions6of6
dollars 1750 66083.08 104734.9 993 1037091
Log6Gross6State6Product 1750 10.26809 1.338314 6.900731 13.85193
Population,6thousands 2100 4579.438 4967.617 229 37254
Log6Population 2100 7.933329 1.032889 5.433722 10.52551
Tax6Ranking 1750 25.5 14.43499 1 50
Democratic6Legislature,6indicator 1734 0.4832757 0.4998644 0 1
Republican6Legislature,6indicator 1729 0.2897629 0.4537835 0 1
Split6Legislature,6indicator 1735 0.2161383 0.4117284 0 1

Severance6Tax6Revenue,6thousands6of6
dollars 2450 81231.84 293226.8 0 6939040
Log6Severance6Tax6Revenue 2450 0.0302999 0.0768324 0 0.5848005
State6Tax6Revenue,6thousands6of6
dollars 2550 5548407 1.00E+07 27110 1.17E+08
Fraction6of6Severance6Tax6Revenue6in6
State6Tax6Revenue6In6All6States6(scaled6
by6100000) 2450 3413.277 9.28E+03 0 7.95E+04
Fraction6of6Severance6Tax6Revenue6in6
State6Tax6Revenue6In6OilXProducing6
States 1176 0.0691811 1.25EX01 0 7.95EX01
State6and6Local6Tax6Burden,6percent6
(scaled6by6100000) 1750 952514.3 136317.9 480000 1350000

State6Expenditures,6thousands6of6
dollars 1600 1.57E+07 2.36E+07 448313 2.47E+08
Log6State6Expenditures6(scaled6by6
100000) 1600 1591306 114194.2 1301325 1932362
State6Education6Expenditures,6U.S.6
dollars 1150 7.72E+09 9.93E+09 4.58E+08 7.21E+10
Log6State6Education6Expenditures6
(scaled6by6100000) 1150 2.22E+06 1.07E+05 1.99E+06 2.50E+06
State6Education6Expenditures6Out6of6
State6Expenditures,6Logged 1000 5.78E+05 1.85E+04 5.03E+05 6.33E+05
State6Highway6Expenditures,6
thousands6of6dollars 2400 671817 902125.8 13600 9222178
Log6State6Highway6Expenditures6
(scaled6by6100000) 2400 1281372 111407.9 951782.5 1603712
State6Highway6Expenditures6Out6of6
State6Expenditures,6Logged 1600 X263817.7 40734.76 X374372.8 X153601.5
State6Health6Expenditures,6thousands6
of6dollars 1600 869567.5 1104400 18341 1.03E+07  


