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Allison Scheetz: Welcome to the Applied Economic Perspectives and Policy podcast, a production of 
Oxford Journals and the Agricultural and Applied Economics Association. 

Today’s podcast features a discussion between Spiro Stefanou and Tim Kelsey about a recent Featured 
Article published in AEPP. If you are interested in reading the article or learning more about AEPP visit 
aepp dot oxford journals dot org.   

Spiro Stefanou: Welcome to the Applied Economics Perspectives and Policy Podcast series. I’m Spiro 
Stefanou, managing editor of the journal and professor and chair of food and resource economics at the 
University of Florida. Today, we will focus on the recent featured article “Unconventional Gas and Oil 
Development in the U.S.: The Economic Experience and Policy Issues,” co-authored by Tim Kelsey, 
professor of agricultural economics at Penn State University, Mark Partridge and Swank Chair in rural 
urban policy at Ohio State University and Nancy White professor of economics at Bucknell University. 
Today, we have Tim Kelsey with us. Tim, welcome to our podcast. 

Tim Kelsey: Hi, thanks. 

Spiro Stefanou: This is an extremely timely article exploring the economic experience of communities 
from past energy booms and the emergence of the current shale gas and oil development. We’ve had 
energy booms in the past decades that have promised communities and states economic prosperity with 
mixed results. So, Tim, how has the current shale gas and oil development been similar to past energy 
booms and where does it part company? 

Tim Kelsey: The major difference with the current activity and prior activity is the scale and pace of 
unconventional drilling activity is much more intense than what’s done before. In large part it’s because of 
the horizontal drilling the hydraulic fracturing. The quantities of liquid and materials, the size of the well 
pads. So, the impact of individual wells and activities tend to be much greater than the conventional 
drilling activity. The other thing that’s really driven a lot of kind of interest and questions about the 
development is that activity’s occurring in communities and in states which have not had much past 
energy development. So, it’s new locations. It’s new residences. It’s new local officials and so on, who 
have no experience at all with this in the past. And so the combination of the scale and pace and the 
newness of it, this created some real challenges as well as opportunities in these places. 

Spiro Stefanou: The emergence of shale gas and oil development has re-set the U.S. energy landscape 
where we are now a net energy exporter. What are the impacts at the local level with respect to 
employment, tax revenues, and more broadly, contributing to sustained growth? 
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Tim Kelsey: Studies that have looked at the activities so far generally have found that modest 
employment effects at the local level, not as big numbers in jobs and wages as some of the industry folks 
claim, but yet very positive effects overall. One of the caveats with that, though, is that by its nature the 
workforce is very specialized, which means mean local residents don’t have the skills or the background 
experience to be able to take some of these jobs. And, so, by its nature a lot of the employment is by 
transient-- non-residents who are coming in, who do the work, and then leave when the work is done. 
There have been a few studies that have looked at kind of teasing out how much of the employment goes 
to residents versus non-residents and finding that slightly evenly split between the two. So, modest 
effects overall, but when you consider the impacts on the residents themselves, it’s smaller than modest. 
One of the other elements or aspects that-- depending on the state is an important economic impact is 
the lease and royalty incomes that the gas companies and oil companies pay to the mineral right owners. 
And why it varies a little bit across states is in the Wes, where the federal government tends to own more 
of the mineral rights, there’s less of that; but in states where local land owners also tend to own the 
mineral rights, there’s some evidence that suggests that lease and royalty payments in high drilling 
counties can exceed the amount of wage impacts. And, so, when we think about the economic effects 
locally, it’s clearly jobs, but, as equally, if not more, we need to be thinking about lease and royalty dollars 
that go towards the people who own those mineral rights. The tax impacts really depend on the local tax 
structure. Some states, like Texas, oil and gas are subject to the local property tax and so there’s some 
real positive effects, real positive benefits for the local governments and school districts because of that 
activity. Other states, such as Pennsylvania, the property tax doesn’t cover oil or gas and so the local 
governments directly-- at least from a tax standpoint, local tax standpoint-- are not getting a lot of 
benefits. The evidence, the discussion with the severance tax, an impact fee collected at the state levels 
some states refer the dollars back to the local level there-- in effects there. One of the big questions for 
sustained growth or the big issues with this development is by its nature it’s non-renewable. When the 
gas and when the oil is gone it’s gone. And so at that point, the industry, the activity in the community 
goes away. One of the phenomena or the issues that communities are dealing with right now is the 
decrease in activity simply because the gas and oil prices have dropped fairly dramatically. And, 
inherently, we know from the past there’s a boom and bust cycle that is something that’s very much 
occurring right now with both conventional oil and gas development. What that means then is local 
communities and development agencies, local businesses really need to be looking upon this type of 
activity as short run, knowing that it’s going to go away and they need to be really thinking carefully about 
how they use whatever the benefits are, the dollars coming in short run from this activity, how to use 
those as a way to invest in other parts of the economy, so that at least the community’s better off, 
stronger, after the activity is done than they were before. 

Spiro Stefanou: So how successful are they at managing this boom and bust cycle and realizing these 
are short to intermediate term prospects? 

Tim Kelsey: The experience really depends on the community and kind of the attitude. There are some 
states, for example Wyoming and North Dakota, explicitly have sad the severance tax dollars-- 
essentially, state-wide tax dollars they’re collecting, they put those aside in funds that are intended for 
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long-run spending. In other words, they don’t roll those into the general operating funds that are spent 
year to year that are essentially are transitory and go away. Other states-- Pennsylvania is an example of 
that, does the latter. They take their dollars, their tax dollars-- the impact fee dollars, those go into the 
general budget and there’s much less of a long-run legacy. There’s much less of the ability to be able to 
invest for the future and use the dollars as something to build rather than just to cover current expenses.  

Spiro Stefanou: So, you mentioned this natural resource curse where the long-run growth and natural 
resource intensity economies tend to lag the otherwise equal economies that are less intensive in natural 
resources. What problems does this curse lead to in the case of shale gas and oil development? 

Tim Kelsey: Well, the concern is that, the resource curse, essentially crowding out of activity for-- natural 
gas, oil development can crowd out other parts of the economy and when the activity goes away it will 
leave the community worse off, the economy worse off. We don’t know yet. It’s still really too early to tell 
what the long-run implications are of the current unconventional drilling activity. The downturn’s only been 
a couple years’ long, so we don’t have kind of long-term data to be able to examine that, but yet there is 
some anecdotal evidence that’s occurring in communities suggesting some because for concern that the 
resource curse might be having an effect. For example, there’s been several studies I’m aware of that 
have looked at high school graduates and rather than going on to college, if the high school graduates 
end up choosing to work for the gas companies driving trucks and so on and school administrators are 
concerned that short-run, that’s great, long-run, when those jobs go away, will those former students have 
the skills then to be able to compete for good jobs outside of that sector. So kind of the long-run resource 
curse issues of oil and gas development, at least the current round, is still something that we’re going to 
have to be examining over the next few years or decade. 

Spiro Stefanou: You raise the question of environmental justice and equity issues in the case of shale 
gas and oil development. One consideration is the ability of local stakeholders to control their destiny. For 
example, New York, New Jersey currently ban such oil and gas development activity. Ohio and 
Pennsylvania do not. What are the greater sources of conflict we can expect to see as we balance local 
environmental justice and equity considerations against the broader regional, national interests? 

Tim Kelsey: What we’re talking about here is essentially the distribution of the benefits and the costs of 
this type of activity. And that can occur-- you can talk about it both at the individual level-- so, which 
individual households or which individual property owners get the benefits-- versus which ones deal with 
the nuisances and costs of activity? It also happens at the community or broader state-wide level and 
that’s, I think, in part what you’re focusing on with New York and New Jersey. And that is a long-run 
question of where will energy development occur and who gets the benefits of that development and I 
remember years ago there was an interview on NPR. A head of a national environmental organization 
was asked what he thought about Marcellus activity. And he said it was good in the sense that up until 
now the people in Pennsylvania, kind of the Northeast, largely had not been experiencing-- getting the 
benefits of oil and gas development in the Gulf region, but by and large they’ve not been experiencing the 
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costs and the consequences, what the development looks like. And his comment was that having that 
development in the Northeast does mean that the people who’ve been benefitting from gas and oil also 
see what the consequences, the costs of that, are. And so you could make kind of the same argument 
right now about New York and New Jersey, that-- as you mentioned, that they’re currently banning the 
unconventional development there, but yet they’re getting the benefits of the low gas prices and is that 
appropriate and fair? You know, and the environmental justice question of what communities are the ones 
who are going to be experiencing and bearing the consequences of the development versus which ones 
get the benefits. That is going to be a sticky question that we’re going to be dealing with nationally. I 
should point out this an issue beyond simply oil and gas development. It’s likewise an issue that arises 
with renewable energies. There’s been pushback in some communities about windmills and wind energy. 
There’s similarly been resistance from communities about solar. There’s likewise been long-run concern, 
issues raised about electrical transmission lines and other energy transmission lines, whether those are 
acceptable or not. And that patchwork of where's the energy developed, where is the energy used, how 
do we treat those communities, how do we treat the individuals involved fairly in regards to the benefits 
and costs is something that nationally as well as at the state level policy makers have been dealing with. 

Spiro Stefanou: One last question. You discussed several economic policy recommendations to assist 
communities to maximize the gains from energy development. What are the two most impactful economic 
policy recommendations you can suggest? 

Tim Kelsey: I think, number one, absolutely is that it’s critical policy makers recognize that oil and gas 
development is not a magic bullet for economic development. The benefits inherently, kind of by its 
nature, because it is a non-renewable resource, will be fleeting and so as a result of that it’s critical that 
policy makers insure that the activity doesn't create permanent harm in the community and the economy 
and the environment, hurting the community in the long run. And then it’s also really important that they 
find ways to use the short-run benefits arising from that activity to fund long-run investments in the 
economy and the community to make the economy and community strong for when that activity goes 
away. Another important policy recommendation is to strengthen the capacity for the local governments to 
understand and manage this activity, you know, especially in states where local officials have local 
control. If they have zoning or other regulatory authority, they really need to understand the issues 
involved. They need to understand appropriately what tools to use. I think it’s critical to keep in mind 
though or to be aware that simply training the local officials is not enough, I know from experience here in 
Pennsylvania that many of the local officials who are having to deal with these issues they were already 
busy before the Marcellus activity began occurring in their communities. And, so, they really don’t-- it’s 
difficult for them to be able to find the time to get the training and to focus on the Marcellus-related 
questions in addition to all the other responsibilities they already had as local government officials. And, 
so, one of the things that I think it’s important for local governments as well as state governments to think 
about is how do we help increase the ability for local governments to respond by either having circuit 
writers [ph?], managers, or other resources that we’re providing to help them get the information they 
need to make decisions and be able to implement the regulations, the other kind of policy issues that they 
needed to do. So, in other words, the capacity is not simply training, it’s training as well as other 
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resources to be able to help carry through on the things that they decide are important for their 
community.  

Spiro Stefanou: Tim, many thanks for taking the time to share your insights into the emerging policy 
challenges that will surely impact all of us in the near future. 

Tim Kelsey: Thank you very much for inviting me to participate in this.  

Allison Scheetz: The article discussed today, " Unconventional Gas and Oil Development in the U.S.: 
The Economic Experience and Policy Issues " was co-authored by Tim Kelsey, professor of agricultural 
economics at Penn State University, Mark Partridge and Swank Chair in rural urban policy at Ohio State 
University and Nancy White professor of economics at Bucknell University. It can be found in Volume 38 
Issue 2 of AEPP. If you have any feedback or questions, please send an email to podcasts at oxford 
journals dot org. 
 
If you are interested in learning more about AEPP or signing up for free AEPP content alerts, visit aepp 
dot oxford journals dot org.  For more information about the Agricultural & Applied Economics 
Association, go online to aaea dot org.  
 
The music featured in today’s episode is the song “Forward” by Northbound. You can find it online at free 
music archive dot org. Thanks for listening. 

#### End #### 


