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Issue:  organizational structure

The Issue
The Vision West ND project is tasked with the implementation of this plan. Currently, VWND is a project. In order to 
effectively continue its work into the implementation stage, the organization needs a more appropriate structure.  The 
employment of this plan also requires securing funding for VWND to support the implementation work.  This section 
addresses both of these challenges.

RECOMMENDATIONS

Organizational Structure Recommendations
1. Approach the NDAOGPC for the Sponsorship Needed to Continue the Administrative Functions of VWND
2. Fund Additional Staffing for Vision West ND
3. Collaborate with the Oil Industry to Achieve Large-scale, Long-term Solutions
4. Create Agenda Content for the North Dakota Legislature, In Coordination with the NDAOGPC

Fiscal Policy Recommendations
5. Maintain the Current Gross Production and Extraction Tax Rates on New Oil Production that are Beneficial to Western North Dakota
6. Allow Political Subdivisions to Retain the Share of the Gross Production Tax that is Currently Allocated to the State General Fund

Legacy Fund Recommendations
7. Develop and Articulate Legacy Fund Policies and Goals
8. Establish an Avenue for the Oil Producing Counties to Receive a Share of Investment Income from the Legacy Fund, and Gain Access to a 

Portion of the Principal Balance for Long-Term Investment
9. Establish a Regional Fund for Investing in Business, Community and Workforce Development to Address the Economic Sustainability of 

Western North Dakota

Legislative Review Recommendations
10. Provide Sufficient, Consistent Funding Relevant to Economic and Demographic Research
11. Continue the Supportive Relationship with the North Dakota Department of Commerce, USDA Rural Development and the ND 

Congressional Delegation, as well as the Liaison Role with Vision West ND
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Local governments in the oil-impacted region are not keeping pace with impacts. While all 19 counties are underfunded, 
McKenzie, Williams, Dunn and Mountrail are critically underfunded. The Regional Plan calls for additional revenues 
to deal with the acute impacts the region is facing. 

Energy development will plateau someday and there is 
a need to start planning for what comes next.  The state 
has established the Legacy Fund but the oil-impacted 
region has no similar savings vehicle and is reliant on 
annual distributions from the state that can change 
quickly based on oil production, oil prices and politics.  
In fact, every two years the legislature can change tax 
rates and/or revenue-sharing formulas. 

This Regional Plan provides recommendations that can help ensure short-term assistance, long-term predictability 
and long-term economic diversification for the region. 

1. Organizational Structure
It is widely agreed that the establishment of the 19-county collaboration, Vision West ND, in early 2012 was very timely 
to assist cities, counties and tribal segments to assess, plan and mobilize to address the impacts of the growing 
energy industry.  

While the region has some capacity to address these impacts through its individual cities, counties, tribal segments, 
associations, regional councils and other non-profit entities, Vision West ND has served to bring together the common 
interests of the region, to plan locally and regionally and to strategically implement projects and initiatives in order to 
maintain area quality of life and begin the process of long-term economic diversification.

ReCommendaTion #1:  appRoaCh The ndaoGpC foR The sponsoRship needed To 
ConTinue The adminisTRaTive funCTions of vWnd
Summary: VWND has a strong desire to continue as a “grass roots” coalition representing the western region of North Dakota. VWND is committed 
to continuing its leadership and advocacy role for the residents and communities of the nineteen western counties. With funding assistance from the 
NDAOGPC for administrative functions, VWND will be in a position to continue its vital role for western North Dakota and the implementation of this 
plan.

Action:  Fund

Lead:  Vision West ND

2013 legislative Session

“By all accounts, the 2013 Session of the North Dakota Legislative 
Assembly was historic, with significant funding decisions made to 
address the impacts of the oil industry in western North Dakota.” 
(National Geographic, March 2013, Page 1)

—Brady Pelton, Deputy Executive Director of the North Dakota 
Association of Oil and Gas Producing Counties.

Scope of Section

This section features three sub-sections:  Organizational Structure, Fiscal Policy and Background & Studies

1. Organizational Structure - Observations and recommendations related to a long-term governance structure for the future of Vision West 
ND

2. Fiscal Policy - Recommendations on fiscal policy that preserves the competitiveness of the energy industry while providing sufficient and 
timely funding for communities
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Maintaining and Empowering Vision West ND

The Vision West ND planning project began on February 1, 2012 with a 36-month contract period with U.S. Housing and Urban Development (HUD).  
Therefore, the project will technically be completed on January 31, 2015.  While all of the deliverables and initiatives to the planning project will be 
finished by that date, and funding from HUD for project administration will expire, it is the intention of all parties—HUD, Vision West ND participants 
and benefitting communities—that the plan be implemented and the benefits envisioned in the plan be realized.  Nonetheless, the financial resources 
to operate Vision West ND as a “project” end in January 2015. 

Without financial support from a new source, much of the energy and momentum of the effort will wane.  As such, Vision West ND members should 
immediately begin to seriously consider alternatives for extending the Vision West ND project. 

In only two years, Vision West ND has established effectiveness and credibility as a regional decision making body.  Consider: 

•	 The Consortium has met approximately every six weeks with strong turn out and professional staffing
•	 Over 1,000 people have committed at least two hours to the Vision West ND planning process
•	 Leaders from within the region and outside of the region recognize that Vision West ND provides a common forum for discussion and decision 

making
•	 The many planning products of Vision West ND, including this Regional Plan for Sustainable Development, are set for immediate and long-term 

implementation
•	 Benefits of the continuation of this process include:

 ▪ Networking and support for implementation of local plans
 ▪ A collective, coordinated voice with which to make recommendations to the 2015, 2017 (and beyond) North Dakota Legislature
 ▪ A forum to share best practices and emerging issues
 ▪ An information clearinghouse for all issues related to this Regional Plan

Beginning in early 2014, a new activity phase of the Vision West ND will begin while this Regional Plan is being reviewed and implemented.   Vision 
West ND is successful because it met regularly throughout 2012 and 2013, and created awareness throughout the region with its meetings, planning 
products and public relations/media efforts.   Regular meetings, every six weeks at a minimum, will help ensure a continuation of the momentum 
Vision West ND has built.  

Over 80% of VWND Consortium members want VWND to continue under a long-term, permanent structure with adequate funding to carry out the 
implementation of the recommendations in this plan. What is absolutely critical is that no period of time elapses between the expiration of HUD funding 
(January 31, 2015) and the continued operations of Vision West ND.  

ReCommendaTion #2: fund addiTional sTaffinG foR vision WesT nd
Summary: Vision West ND should develop a specific staffing budget proposal and seek funding opportunities for another two years of staffing/
implementation.  The capacity established by such funding should not only address administrative requirements, but should also provide sufficient 
community and economic development expertise in order that the local and Regional Plans are implemented. Predictable, long-term funding will 
enable VWND to fulfill its leadership role in western North Dakota.

Action: Fund

Lead: VWND, current Local, State and Federal supporters

Ensured Staffing Capacity in 2015 

The success to date of Vision West ND is based primarily on two key factors: dedicated volunteers and professional staff.  Without professional staff 
organizing agendas, setting meetings, coordinating logistics, writing plans and encouraging plan implementation, nothing happens.  

Ideally, the provision of funding for staffing for Vision West ND in 2015 will be addressed through the implementation of Recommendation #1 above.  
Additional staffing is necessary to the implementation of planning initiatives and building capacity throughout the region.  In the event that this matter 
is not addressed, such funding should be secured as an interim solution until long-term funding solutions are formulated and implemented.
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Seeking Examples of a Governance Model

North Dakota is unique in the nation with its substantial budget surplus.  At the same time, the state faces significant 
pressures on its budget beyond addressing the growth management concerns of western North Dakota.  Planning 
for communities is just like planning for businesses.  Cities, counties and tribal governments need certainty in long-
term revenue forecasts in order to invest wisely. 

Decisions by the 2013 North Dakota legislature to fund the transportation and infrastructure needs of western North 
Dakota, while generous by the standards of most states, still face a two-year time horizon.  Given that it takes years 
to purchase rights-of-way, plan and design roads and infrastructure, and to construct new systems and facilities, a 
two-year time horizon imposes significant challenges. 

What is needed is certainty.  What is needed is the dependability of future revenues that allow cities, counties and 
the tribal government to match the 25-year horizon of the economic growth with a 25-year horizon for planning and 
development. 

A solution needs to be found that creates long-term stability for western North Dakota, while still recognizing that 
the remainder of the state has financial needs and challenges as well.  One example of a solution, the Iron Range 
Resources & Rehabilitation Board (IRRRB), is profiled below.

Why IRRRB is relevant for Vision West ND

72 years ago, leaders in the State of Minnesota identified a long-term opportunity and a long-term problem.  Both 
the opportunity and the problem stemmed from the dependence of the economy of northeastern Minnesota on 
iron ore mining.  Since the Iron Range was viewed as a collection of communities with common economic and 
social challenges, the Minnesota Legislature and Governor Harold Stassen founded the Iron Range Resources and 
Rehabilitation Board (IRRRB) to diversify the regional economy away from a primary dependence on iron ore. 

The similarities between northeastern Minnesota and western North Dakota (70 years later) are remarkable: 

•	 One emerging resource had the potential to dominate the future economy of the region
•	 The region was exceptionally rural, with 140 cities in seven counties (with the biggest city at 16,000 population, 

the second biggest at 8,000 and the remainder of the communities considerably smaller)
•	 The political clout in the state was geographically far away
•	 People were meeting to determine how to mitigate impacts and set the stage for long-term prosperity and 

livability

Does this sound familiar?

The IRRRB is unique in the nation, indeed the world, in two respects:

•	 A very significant percentage of the production tax goes back from the state to the IRRRB
•	 The IRRRB has complete autonomy in how the funds are allocated

Although mineral production can be very volatile depending on commodity prices, the IRRRB has found a way to 
“smooth” the volatility by basing revenues on the previous three years of production, and then taxing the mining 
companies commensurately.  For example, the revenues brought in through taxes in 2014 would be based on the 
three-year average production levels for 2011-2013.
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Currently, the tax raises $100 million annually.  $68 million is returned to cities and counties similar to a property tax.  
$32 million is used for programming by the IRRRB. The IRRRB benefits communities within the region in three ways: 
1) business development, 2) community development and 3) work force development.

ReCommendaTion #3:  CollaboRaTe WiTh The oil indusTRy To aChieve laRGe-sCale, 
lonG-TeRm soluTions
Summary:  Vision West ND should expand the membership of its future governing authority to include the oil industry.  This recommendation can 
assist industry with identifying long-term plans and sustainable projects that support industry, their employees and benefit communities in the long-
term.

Action: Fund, Convene, Advocate

Lead: Vision West ND

Action Step: VWND Chair and Administrative Team will meet with the North Dakota Petroleum Council before December 2014 to being this 
collaborative effort.

Collaborating with the Energy Industry

Vision West ND is not the only region on the planet with an energy-based economy.  What is unique, however, is that Vision West ND has a regional 
plan accompanied by 23 local community and economic development strategic plans as well as 26 municipal infrastructure analyses. Energy 
companies are accustomed to investing in the communities in which they conduct business.  What energy companies need is a clear, broad picture 
of the region and the needs of its communities.  Vision West ND provides industry with a decidedly clear picture of the economic development and 
community needs in western North Dakota.

Now is the time to identify and inventory the business interests of all oil-based companies in the region, and to determine a path forward which leads 
to a win-win collaboration in which both community and industry interests meet. 

With long-term funding, Vision West ND will create a unique forum for comprehensive needs to meet comprehensive resources.  Communities should 
recognize that industry is already making a contribution through the production taxes (and other taxes) contributed to the state.  On the other hand, 
most of the energy-based businesses have a broader commitment to community relations that can extend additional benefits to the well-planned region. 

Through the study of energy taxes paid in lieu of property taxes, the Western North Dakota Energy Project  found that the production taxes paid by the 
oil industry are appropriate.  In other words, there is no need to increase or decrease the tax rate.  There are, however, opportunities for long-term, 
collaborative partnerships to be built between Vision West ND and the industry.

It is understood by Vision West ND, largely through the NDAOGPC, that western North Dakota wants to remain competitive in the energy sector over 
the 20-year life of this plan, and beyond. It is also understood that industry competitiveness is not just about tax rates, but is also about permitting 
processes, fees and the lack of cooperation from state and local governmental agencies that can cut into a business’s bottom line.

Vision West ND welcomes the interaction and support of industry partners. 

ReCommendaTion #4:  CReaTe aGenda ConTenT foR The noRTh dakoTa leGislaTuRe, in 
CooRdinaTion WiTh The ndaoGpC
Summary: Using the findings of this planning initiative, VWND should  create agenda content for the ND Legislative Session, which may include a 
special legislative session.

Action: Legislate, Create Policy and Advocate

Lead: Vision West ND and NDAOGPC

Creating a 2015 Legislative Agenda

It is widely agreed by Vision West ND members that this Regional Plan should influence decisions made by the forthcoming 2015 North Dakota 
Legislative Assembly in directing resources to the region.  Working alongside the Association to create this agenda provides opportunities and insight 
into the issues and funding proposals that will benefit both parties.
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2. Fiscal Policy

Overarching Goals and Policies for Distributing Funds allocated to address impacts from oil and gas development

The Center for Rural Entrepreneurship produced a white paper for the Western North Dakota Energy Project funded 
by the Bush Foundation, which provides an overview of needed strategic planning and action that would create a 
sustainable future for western North Dakota.  The paper considers the framework outlined by Headwaters Economics, 
an independent, non-profit research group, in identifying three overarching goals for guiding development. 

Goal One: Fossil fuel extraction pays its way through effective impact mitigation.  The impacts of oil extraction 
on communities stem from rapid industrialization and population growth, often in rural areas, and from potential 
environmental impacts. These impacts should be well analyzed and revenue should be sufficient in time and amount 
to prepare for and manage change.

Goal Two:  Fossil fuel extraction supports economic diversification and resilience. Fiscal policy should provide 
opportunities to support and diversify sectors outside the oil and natural gas industries. Upward pressures on 
infrastructure and housing cost, wages and rising community impacts can dampen economic growth in sectors 
outside the oil and natural gas industry, leading to specialization and slower long-term growth. 

Goal Three:  Fossil fuel extraction leaves a lasting legacy in the form of a permanent fund.  Extracting oil represents 
a one-time opportunity to capture wealth from the depletion of non-renewable resources. Severance taxes are 
designed to capture value as resources are severed, or removed, from the ground. Investing a portion of oil revenue 
into a permanent fund will provide lasting fiscal benefits that can help achieve the first two goals of sustainable fiscal 
policy.

In addition to these overarching policy goals, research by Headwaters Economics identifies several challenges that 
states and regions may face in crafting sound fiscal policy related to oil development and impacts:

Revenue Amount:  States often set tax rates in order to compete with their neighbors for industry activity but oil and 
natural gas taxes are relatively inelastic, meaning different tax rates have little effect on the level of production in a 
state. Permitting processes and fees are far more likely to impact the level of production and reduce competitiveness 
with other states.

Timing of Revenue:  Oil extraction and the associated industrial activity and population growth impose significant 
impacts on communities during the exploration and drilling phase of production, while the bulk of revenue derived 
from oil extraction comes only after production has begun. Resources are often not available in the time necessary 
to mitigate impacts and facilitate production.

Uneven Distribution:  Production taxes often benefit local governments where production occurs, such as 
unincorporated county areas but impacts on infrastructure and services may be located in nearby cities and towns, 
creating unevenness in the location of impacts and revenue availability.

Revenue Volatility:  Oil prices, and therefore tax revenue, are tremendously volatile, which makes it difficult to plan 
for ongoing public services, including schools, emergency services, and road and bridge operations.

The table below summarizes how North Dakota compares to six other states (Colorado, Montana, Oklahoma, New 
Mexico, Texas and Wyoming) based on the four criteria listed above (amount, timing, distribution, and volatility).*
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* Expert Interview, Mark Haggerty, Headwaters Economics

HOW NORTH DAKOTA COMPARES TO OTHER STATES ON OIl-RElATED FISCAl POlICy
Fiscal Challenge Description Grade Grade Explanation

Amount

The costs of addressing energy impacts often 
exceed tax revenues.  Studies and regional 
examples show that governments could remove 
incentives or raise tax rates without harming 
production.

A

North Dakota currently has an 11.5% effective production tax rate on new oil 
production (6.5% of gross production value plus 5.0% applied to the gross value 
at the well for all oil produced.) North Dakota ranks second of the seven states 
compared, behind Wyoming. 

Timing

Tax policies can introduce major time lags 
between impacts associated with the build-up 
of oil and natural gas activities and the arrival of 
revenues to address those impacts.

B

Because North Dakota receives its tax revenue on a monthly basis based upon 
production levels, revenues are quickly realized by the state.  By comparison, 
states that rely on property tax revenues based on annual assessments of 
valuation face much slower collection delays, from one to three years.

Distribution

Energy revenue accrues to local governments 
where production takes place, while related 
impacts often occur in adjacent communities 
where workers live but no wells are drilled.

C-

North Dakota’s 2013 legislature increased the “local share” of production taxes 
from 11 percent to 16%. The new policies distribute 11% of total revenue directly 
to political subdivisions, and allocate an additional 5% through impact grants. 
Four states share a larger proportion of revenue with local governments, with 
Colorado, Wyoming and Montana sharing more than half of revenue with local 
government. North Dakota is, however, among the states leading efforts to 
distribute revenue to cities that don’t have oil and gas production inside their 
borders, but do suffer impacts associated with industrial activity and population 
growth.

Volatility

Price fluctuations and drilling activity can 
accelerate or end quickly, making it difficult for 
communities to meet financial commitments, 
conduct multi-year projects and anticipate 
impacts.

B+

North Dakota scores high here because of the existence of the Legacy Fund.  
This score, however, would be higher if the state had already begun developing 
and gaining public feedback on potential future policies and distribution triggers 
and targets from the fund.  Distributions from the fund can begin as early as 
2017.

Montana shares production tax revenue with each county at a different rates based on local mill levies. The local distribution ranges from 40% to 63% of production taxes collected locally.

2a. Fiscal Policy Tax Rate

ReCommendaTion #5:  mainTain The CuRRenT GRoss pRoduCTion and exTRaCTion Tax 
RaTes on neW oil pRoduCTion ThaT aRe benefiCial To WesTeRn noRTh dakoTa
Summary:  Currently, there is no convincing evidence to support adjusting existing gross production and extraction tax rates.

Action: Legislate, Policy

Lead: Legislature

The Current Tax Rate

The current oil and gas production tax rate in North Dakota is 11.5%. While the rate is higher than in most states, the tax revenues are sufficient to meet 
local impact and to capitalize the long-term Legacy Fund if they are well managed.  According to relevant recent research, a lower tax rate would not 
generate increased oil development activity.  On the contrary, it would only serve to reduce state resources.

Background - Food for Thought

Western North Dakota communities -- and the North Dakota legislature -- face a daunting challenge: they do not know what the future will bring.  
Are the population projections correct?  Will the drill rig count be sustained?   

The result of such uncertainty is the phenomenon of incrementalism.  Incrementalism, in this case, means only planning for two years in the 
future.  Incrementalism means only obligating state general fund monies for a biennium. Incrementalism means playing it safe so municipalities 
and the state do not find themselves in the position certain North Dakota communities were 30 years ago:  bankrupt.  

While incrementalism may seem safe, it is nearly as dangerous as the bankruptcies of the early 1980s. The reason:  communities are not 
given the certainty and the resources to proactively determine their future. How can you build a community with a two-year window for future 
revenues?  If the rapidly developing Bakken Shale play is expected to last decades, then how can the response address the long-term projections 
two years at a time?  Cities do not grow well with a two-year time horizon.

While it is well understood that private sector enterprises need consistency and predictability in order to thrive, it is less understood that local 
municipalities need the same thing.  Having a predictable revenue source for operations and the investment in infrastructure for a growing 
economy is vital.
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2b. Fiscal Policy Tax Distribution
From the perspective of communities in western North 
Dakota, it is not simply about getting the tax rate correct.  
It is also about the timely and adequate distribution of 
sufficient funding to communities struggling to maintain 
infrastructure and services.  

North Dakota has one of the lowest “local shares” of 
funds, meaning the state allocates a relatively small 
share of oil tax revenue to local governments compared 
to other states.  While North Dakota scores very high 
marks for the creation and management of the Legacy 
Fund for long-term benefits, the low “local share” is the 
significant problem to be addressed now.

ReCommendaTion #6: alloW poliTiCal subdivisions To ReTain The shaRe of The 
GRoss pRoduCTion Tax ThaT is CuRRenTly alloCaTed To The sTaTe GeneRal fund
Summary: This policy change would increase the local share of the total Gross Production Tax to 75%.

Action: Policy, Legislate

Lead: Legislature

Distribution of Production Tax Revenue in Seven Oil Producing States Based on a Typical Unconventional Oil Well
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The table is ordered based on the amount of tax revenue raised from a typical well. The blue bars represent “tax expenditures” that primarily show 
foregone revenue that is not raised as a result of tax incentives on oil production. In North Dakota and Montana, the tax expenditure also reflects 
revenue dedicated to property tax relief.

Background - Revenue Distribution

According to Headwaters Economics, one potential failure of a 
state is not to distribute sufficient funding to help communities 
deal with impacts. The figure below shows the local share versus 
the state’s share of funding for seven states: Colorado, Montana, 
New Mexico, North Dakota, Oklahoma, Texas, and Wyoming.  While 
the table shows improvement as a result of decisions made by the 
2013 North Dakota Legislature, the local share remains low relative 
to other states, and is proving to be insufficient for western North 
Dakota counties to meet current and emerging oil impact costs.

The figure shows that local governments, including counties, hub 
cities, schools, etc receive about 11.2 percent of total revenue 
collections in the form of direct distributions. They can compete 
for an additional 4.5 percent of revenue through the impacts grants 
program.
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More Funding Needed

While western North Dakota leaders know the state legislature has a tough job to do, and the needs of the entire state must be considered, the fact 
that North Dakota has a relatively low automatic “local share” of oil-impact funding from the states studied by Headwaters Economics explains a 
problem: cities and counties remain drastically underfunded to address short-term and long-term impacts from the energy industry.  The local share 
should, therefore, be brought more into line with the needs of the region, which represents closer parity with other states as well.  A survey conducted 
on behalf of Vision West ND of leaders in the region suggests that local governments should expect to receive a target of 75% of the oil and gas gross 
production tax. 

The 75% level can be most closely realized by eliminating the regressive distribution formula in the gross production tax that allows the state to retain 
75% of the tax after initial mandatory distributions are made. Political subdivisions instead should retain 100% of revenue directly after allocations 
are made to the Legacy Fund, Impact Grant Fund, Oil and Gas research fund, Abandoned Well Reclamation Fund and the North Dakota Heritage Fund. 

2c. Fiscal Policy legacy Fund

legacy Fund Policy Changes

Vision West ND supports the Legacy Fund, and it is now time to focus on both short-term and long-term policy as 
they relate to potential future distributions from the fund beginning as early as 2017. 

As detailed below, it is recommended that the Legacy Fund provide a long-term source of funding stability for oil 
impacts.  While the Legacy Fund is currently on course to provide long-term fiscal support for the state for generations, 
new policy should be created that also allows the Legacy Fund to provide the assurance of near-term fiscal stability 
for oil impact funding.

Background - Investing for the long-term

Compared to at least six other oil-producing states, North Dakota is getting it right when it comes to investing for the long-term. The table below 
provides a comparison of the state tax proceeds per well of leading oil states as estimated by Headwaters Economics (Alaska was not included in 
the comparison). 

Importance of the Legacy Fund

North Dakota’s Legacy Fund is smart public policy for many reasons.  The establishment 
of the fund gives policy makers time to make wise, long-term funding decisions. Future 
disbursements from the Legacy Fund can be made to match spending needs and priorities in 
a predictable and stable manner, rather than on an annual basis that can be highly volatile as 
the price of oil changes and the development eventually slows. The principal balance of the 
fund can also be used to invest back into North Dakota’s economy and infrastructure.  

The North Dakota Legacy Fund receives 30 percent of both the gross production tax and oil 
extraction tax. Interest income from investing the principal balance will remain in the Fund 
until 2017, when annual income will be deposited into the State’s General Fund. The Fund 
Balance could reach $6 billion by then, meaning annual distributions could be about $300 
million annually. No specific spending purposes are defined yet for these funds after they are 
deposited in the General Fund.

TAx PROCEEDS FROM THE PRODUCTION 
OF ONE WEll INVESTED IN PERMANENT 

SAVINGS* 
State Proceeds

North Dakota $930,000

Wyoming $421,000

New Mexico $90,000

Colorado $70,000

Oklahoma $0

Texas $0

Montana $0
  *Includes distributions from the extraction tax and gross 

production tax to the Legacy Fund, Common Schools 
Trust Fund, and Foundation Aid Stabilization Fund.
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ReCommendaTion #7:  develop and aRTiCulaTe leGaCy fund poliCies and Goals
Summary: A survey of Vision West ND Consortium members and strategic partners concluded that the state should immediately begin to develop 
policies and goals with respect to the use of the North Dakota Legacy Fund.  The fund is projected to be closer to $6 billion before any of the income 
can be distributed, and is a tremendous long-term asset for the state.  Helping communities to understand any short-term possible benefits from the 
fund will aid  local decision making, as well as biennial legislative decision making.

Action: Legislative, Policy

Lead: Legislature

Creating Policy for the Legacy Fund

While this Regional Plan recommends an increase in annual funding for western North Dakota communities in the short-term, it is also important that 
communities start thinking about what happens after the oil is extracted. Currently, the income generated by the Legacy Fund will be deposited into 
the state General Fund but the spending priorities are not yet determined.

ReCommendaTion #8: esTablish an avenue foR The oil pRoduCinG CounTies To 
ReCeive a shaRe of invesTmenT inCome fRom The leGaCy fund, and Gain aCCess To a 
poRTion of The pRinCipal balanCe foR lonG-TeRm invesTmenT
Summary: The recommendation that local governments should have a dedicated stake in the Legacy Fund would provide for predictable and long-
term annual revenue after the growth ends, and access to capital to make long-term investments in economic development and public infrastructure.

Action: Legislate, Policy

Lead: Legislature

Putting the Money Where the Impact Is

Currently, cities and counties only receive a portion of annual oil tax revenue, and are exposed to volatility from changes in production, oil prices and 
politics. Over time, the Legacy Fund will provide some stability for the state government as interest income will continue after the oil is extracted, but 
local governments will have no similar security or predictability unless they have some direct stake in the income generated from long-term savings. 

The oil-impacted region should receive a portion of the stable income generated by the trust to use for economic development, education, infrastructure, 
services and/or tax relief. About thirty percent of the gross production and oil extraction taxes are invested into the Legacy Fund each month, and an 
additional amount is directed from the state’s share of revenue (including amounts from the gross production and oil extraction tax) each Biennium 
depending on the total amount of revenue collected. 

The income generated and distributed from the investments that have been built-up from gross production tax distributions should be allocated to 
political subdivisions in the region. This could represent more than 40 percent of the annual income distributions from the Legacy Fund (based on the 
portion of the principal balance contributed from gross production tax collections levied in-lieu of local property taxes). 

In addition, the state could utilize a portion of the principal balance of the fund to invest back into the state’s economy with an emphasis on the oil-
impacted region. There are many examples of trusts (the IRRRB example being one) that are used for similar purposes, including long-term, low 
interest loans or loan guarantees for state and local government infrastructure, and direct investments into the state’s economy.  

The State Investment Board invests the principal of the Legacy Fund to provide a return on the investment to benefit the state. The current investment 
strategy can be reviewed and modified, within guidelines, by the Board. 

For example, the Board could change the asset allocation to include 5 or 10 percent in North Dakota fixed income bonds to generate capital to build 
state infrastructure. The Board could also utilize a portion of the principal balance to invest directly into North Dakota businesses. These investments 
in state infrastructure and the state’s economy leverage oil wealth into efforts directed at long-term diversification and growth within the state, rather 
than an investment strategy that has no direct state benefit beyond a return on investment. 

In addition to having flexibility to determine the asset allocation, the Board also has discretion to designate investment responsibility. For example, a 

portion of the Legacy Fund balance could be managed directly by the Bank of North Dakota for the benefit of North Dakota’s economy.
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ReCommendaTion #9:   esTablish a ReGional fund foR invesTinG in business, 
CommuniTy and WoRkfoRCe developmenT To addRess The eConomiC susTainabiliTy 
of WesTeRn noRTh dakoTa
Summary:  There are several key principles at play: Communities should share in the benefits of long-term and predictable revenue generated from 
the Legacy Fund; and the state should use the capital build-up in permanent funds to invest back into North Dakota’s economic development and 
diversification in the oil-impacted counties. Multiple policy options exist to meet these goals. Many only require legislative and/or administrative action 
to implement.

Action:  Fund

Lead:  These actions should be initiated by individuals,  the Western North Dakota Energy Project, private business or industry groups, groups 
working on behalf of cities & counties, higher education or existing entities working in community and economic development  such as local 
development corporations, job development authorities, the Southwest Rural Economic Area Partnership or the Strom Center for Entrepreneurship.

In the face of so many immediate needs, it is difficult to look down the road twenty or thirty years from now and plan for the eventual need to diversify 
our economy as energy jobs are lost through the natural attrition of oil extraction.  At this time, employment in energy-related jobs in western North 
Dakota is about 25% of jobs in the south and up to 75% of the jobs in the north.  

In the Vision West ND county planning efforts, residents identified immediate losses in their existing economies due to the loss of their workforce to 
the energy industry.  They lack the ability to house new people who would come here to work and there is a very real crisis for employers and workers 
because of the lack child care.     

In addition to what we know, is the possibility that this energy economy could suffer from events that can’t reasonably be anticipated.  Are there things 
we could be doing now? Are there long range solutions we should be moving towards? Can we create our own answers? What have others done? 

These are question shared and researched by the Western North Dakota Energy Project.  In the search for solutions to the questions above, they invited 
the Director of the Minnesota Iron Range Resource and Rehabilitation Board (IRRRB) to participate in a webinar explaining how that state provided a 
long-standing solution to diversify and support the extremely rural economies of northern Minnesota affected by iron ore extraction.  This webinar 
is found at https://energizingentrepreneurs.adobeconnect.com/_a1005885391/p9dhrkwtqvt/?launcher=false&fcsContent=true&pbMode=normal 

In brief, the IRRRB was created through policy enacted by the Minnesota Legislature in 1941 at the request of Governor Harold Stassen. For the past 
73 years, the IRRRB has pursued a mission of “investing in business, community and workforce development for the betterment of northeastern 
Minnesota.” This group shares in mineral taxes from ore extraction and has a three-pronged mission to provide support for ongoing mining, community 
and economic diversification, and environmental reclamation and stewardship.  

A key design feature of the IRRRB is its focus on ensuring the continued operation of mining in the Minnesota Iron Range. It has invested in research 
and development towards mining technology that has kept the Iron Range alive; for example, the development of the taconite pellet is tied to IRRRB 
investments with industry. They also invested in the development of retrieving non-ferrous minerals extracted during mine reclamation projects. These 
efforts created jobs and wealth for the industry while increasing tax revenues from mining for the state coffers. This element of the IRRRB provides 
an appropriate model for creating a constructive partnership with interests in western North Dakota. 

Supporting the development of industry diversification, the IRRRB made a loan to Chun King Chinese Foods that created new manufacturing. They 
developed the Giant’s Ridge Golf & Ski Resort and built a cross-region snowmobile trail.  Their investments in workforce training keep the region 
competitive and resilient. Grants for community betterment projects allow rural communities to leverage or gap funds with other state and federal 
programs. 

The Western North Dakota Energy Project also related the regrets of places that didn’t provide for targeted regional economic solvency.  The West 
Virginia coal counties faced a devastating economic downturn in their coal-based economy. According to Patty Hamilton, West Virginia Association 
of Counties, they have many regrets, and they are working towards development of such a fund.

Action Steps:

1. Identify individuals willing to continue the discussion & define the long-range solutions for diversification, business investment and community & 
workforce betterment for western North Dakota.  

2. Share the research & tools provided by the Western North Dakota Energy Project with cities, counties, schools, businesses, local development 
volunteers and agencies, and the agriculture and energy industries.  

3. Assemble a working group willing to find the funding for this effort and if indicated, further define the solution(s), describe how they would 
benefit the region and the state, as well as how this effort would be created, governed, implemented and funded.
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The Time to Invest is Now

North Dakota’s risk is not that it spends too 
much.  Rather, it does not spend enough now 
to preserve the quality of its place for future 
generations.  While going into debt results in 
higher ultimate cost, underinvesting results 
in similar catastrophe. 

North Dakota has an once-in-a-lifetime 
opportunity to create a society that is the 
envy of the world.  Healthy people.  Healthy communities.  Healthy natural environment.

ReCommendaTion #10: pRovide suffiCienT, ConsisTenT fundinG RelevanT To 
eConomiC and demoGRaphiC ReseaRCh
Summary:  Currently, studies are developed based largely upon the availability of certain funding sources. Get a grant, write a study. While such 
studies may be beneficial, there is no certainty that the “complete picture” emerges from such hodgepodge investments in gathering key information.

North Dakota policy makers should proactively consider the type and frequency of information they need to make sound business decisions. Such 
information relates to future trends of the energy industry, impacts on population and demographics and trends related to incoming residents, impacts 
and decisions by existing residents and other key factors.

Action: Fund, Legislate

Lead: Legislature

Action Step: The North Dakota Department of Commerce will ask for adequate funding to support the research described in this recommendation.

Rough Rider Fund
About a decade ago, the City of Watford 
City shifted to a home rule charter, 
which allowed the city to establish a 
1% city sales tax for local community 
development priorities.  At the time, the 
fund was generating $80,000 per year. 

Today, the same fund generates $2 
million per year.

The city council appoints a five-member 
committee that considers projects and 
applications on a monthly basis.  Most 
recently, the priorities have been in 
support of projects outlined in the local 
community and economic development 

strategic plan created through the 
Vision West ND process.

The fund was initially instrumental 
to inspire the redevelopment of the 
downtown by investing in storefront 
and street improvements.  More 
recently, the fund has made substantial 
commitments to local projects serving 
to address the rapid economic growth.  
$1.5 million was recently committed for 
the new child care facility and affordable 
housing project.  Another $800,000 was 
committed for the expansion of the local 
hospital. 

Although there are similar local sales-
tax based funds throughout the region, 
Watford City is somewhat unique in that 
the entirety of the fund is reinvested in 
community development projects (as 
compared to other potential uses such 
as property tax relief.)  The committee 
is very careful not to make investments 
in business activity that competes with 
other existing businesses.

“The Vision West ND process has been very useful in helping our 
local committee focus on strategic investments such as child care, 

affordable housing and the hospital.  It is through these public 
processes of listening to the priorities of our people that we make our 

best funding decisions.”

—Gene Veeder
Executive Director of the McKenzie County Job Development Authority
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ReCommendaTion #11:  ConTinue The suppoRTive RelaTionship WiTh The noRTh 
dakoTa depaRTmenT of CommeRCe, usda RuRal developmenT and The nd 
ConGRessional deleGaTion, as Well as The liaison Role WiTh vision WesT nd
Summary: Vision West ND recognizes the time expended and commitment made by the North Dakota Department of Commerce and the USDA Rural 
Development to the Vision West ND Project. VWND needs the continued support of both entities and the support of the ND Congressional Delegation 
to insure their continued success. It is this level of cooperation that has made VWND successful.

Action: Monitor

Lead:  VWND, North Dakota Department of Commerce, USDA, Rural Development

Need for Continued State Support and Leadership

One of the top objectives of the HUD-funded program is to develop plans in collaboration with state priorities and staffing.  Meeting this objective has 
been tremendously successful due to the commitment by North Dakota Department of Commerce and the USDA RD’s support in directing staff to 
attend all meetings.  With very few exceptions, state government has been at the table for all Vision West ND activities. 

The need for continued involvement by state and federal government during the implementation phase of the Vision West ND process is clear: many 
of the local and regional recommendations need the collaboration of state and federal government.

literature Review
“State Governments Take in Billions in Oil and Gas Revenues per Year.  Should they Be Saving Any?  North Dakota Says Yes” 
(The Fedgazette, September 2013)

•	 The	establishment	of	the	North	Dakota	Legacy	Fund	is	unusual,	as	most	states	do	not	establish	such	permanent	trust	funds.
•	 At	fiscal	year-end	during	summer	2012,	the	Fund	had	assets	of	$1.2	billion,	making	it	among	the	larger	energy	trusts	in	the	country.
•	 North	Dakota’s	approach	to	oil	and	gas	revenue,	and	its	fiscal	positioning	for	the	future,	compares	to	few	other	states,	including	many	that	

have reaped substantially larger oil and gas revenue over decades
•	 When	North	Dakota	established	the	Legacy	Fund,	it	attached	it	to	a	constitutional	mandate	that	it	receive	30%	of	extraction	and	production	

taxes based on oil and gas production.
•	 The	Legacy	Fund	is	growing	by	approximately	$80	million	per	month.
•	 A	second	fund,	the	Common	Schools	Trust	Fund,	has	$2.4	billion.	

“Oil and Gas Taxation Comparison: Analysis of Severance, Production and Ad valorem Taxes in North Dakota and other Oil Producing States” 
(Covenant Consulting Group, December 2012)

•	 Taxation	of	energy	resources	is	an	important	issue	to	royalty	owners,	production	companies,	state	and	local	governments	and	the	public	in	
general.

•	 The	study	compares	North	Dakota	with	California,	Oklahoma,	Texas,	Montana,	Louisiana,	Wyoming	and	Alaska.
•	 The	study	finds	that	North	Dakota’s	effective	tax	rate	is	9.8%,	equal	to	the	average	rate	of	all	other	states	when	the	highest	(Alaska)	and	lowest	

(California) are excluded.

“Policy Education White Paper” 
(Western North Dakota Energy Project—Center for Rural Entrepreneurship, September 2012)

•	 The	presentation	summarized	many	findings	and	recommended	policies	from	Headwaters	Economics.
•	 Headwaters	Economics	is	an	independent,	non-profit	research	group.
•	 There	are	four	phases	of	community	attitudes:	enthusiasm,	uncertainty,	crisis	and	adaptation.
•	 Differences	from	conventional	plays	are	explained.
•	 The	price	of	oil	and	natural	gas	is	the	primary	driver	of	drilling	activity.
•	 There	are	four	key	challenges	to	planning:	revenue	timing,	jurisdictional	unevenness,	revenue	volatility	and	revenue	amount
•	 A	four-state	comparison	of	tax	rates	is	presented	(Colorado,	Montana,	North	Dakota	and	Wyoming).
•	 The	split	of	“local	share”	versus	“state	share”	of	tax	revenue	is	presented.
•	 Tax	incentives	do	not	increase	oil	and	gas	production.
•	 There	are	three	overarching	goals:	1)	fossil	fuel	extraction	pays	its	own	way	through	effective	impact	mitigation,	2)	fossil	fuel	extraction	

supports economic diversification and resilience and 3) fossil fuel extraction leaves a lasting legacy in the form of a permanent fund. 

“Sustainable Prosperity: Building a Bridge to a Brighter Tomorrow for the MHA Nation” 
(Case Western Reserve University Masters in Positive Organizational Development Student Consulting Team, November 2012)

•	 In	the	year	2020,	individual	tribal	members	and	the	nation	will	receive	a	total	of	$970	million	in	oil	revenue	royalties	as	the	number	of	wells	
soars into the thousands.

•	 A	tribal	transition	task	force	was	convened	in	November	2010	by	Chairmen	Tex	Hall	to	conduct	a	review	of	several	key	areas	in	tribal	financial	
administration and management.

•	 The	top	three	recommendations	were:	1)	conduct	an	audit	of	all	tribal	programs	for	compliance,	2)	develop	a	vision	for	the	Berthold	
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Reservation and 3) complete a revision of the Tribal Constitution.
•	 MHA	Nation	was	preparing	for	an	Appreciative	Inquiry	summit	to	begin	imagining	a	positive	vision	of	the	year	2020	for	the	tribe.
•	 A	129-page	document,	called	the	Wilson	Report,	focused	on	the	positive	core	or	strengths	of	the	community	to	envision	affordable,	accessible	

health care and design of an integrated health care system.
•	 The	themes	of	the	study	include:	1)	reaching	back	to	past	values	to	move	forward,	2)	healing	the	past,	moving	forward,	3)	self-sufficiency	

for individuals and for the MHA Nation, 4) values-driven leadership and values-driven government and 5) separation of powers in the MHA 
government.

“Oil Taxes 101” 
(The Fedgazette, July 2013)

•	 Description	of	the	uses	of	oil	and	tax	funding
•	 Comparison	of	oil	severance	tax	rates	with	other	states
•	 How	Dickinson	is	impacted	
•	 Geographic	extent	of	economic	benefit
•	 Comparison	to	nation	with	respect	to	growth	of	economic	sectors
•	 Agricultural	sector	economic	growth
•	 Summary	of	tax	revenue	sources
•	 Need	for	oil	impact	funding	immediately

“Benefitting from Unconventional Oil: State Fiscal Policy is Unprepared for the Heightened Community Impacts of Unconventional Oil Plays” 
(Headwaters Economics, April 2012)

•	 Analysis	of	how	well	the	state	collects	and	distributes	fossil	fuel	revenue
•	 Analysis	of	how	the	state	is	capturing	wealth	to	ensure	long-term	economic	benefit
•	 Production	from	Bakken	unconventional	oil	wells	declines	by	nearly	half	in	the	second	year	(45%),	meaning	more	wells	need	to	be	drilled	to	

produce oil from unconventional shale plays compared to more conventional oil.
•	 Industrial	and	community	impacts	from	development	of	the	Bakken	are	greater	and	more	continuous	than	impacts	from	development	of	

conventional oil fields.
•	 The	“treadmill”	of	drilling	and	fracking	activity	means	employment	opportunities	will	be	greater	but	will	also	impose	heightened	and	more	

continuous industrial impacts on rural infrastructure and stress on community services.
•	 North	Dakota’s	effective	tax	rate	is	average	compared	to	other	energy-producing	states	in	the	west.
•	 North	Dakota	stands	out	among	its	peers	for	providing	the	least	direct	funding	for	oil-impacted	communities.
•	 States	can	no	longer	rely	on	lasting	production	and	tax	revenue	from	unconventional	oil	plays	after	drilling	activity	slows.

“Oil and Natural Gas Fiscal Best Practices: Lessons for State and Local Governments” 
(Headwater Economics, November 2012)

•	 The	four	main	challenges	specific	to	oil	and	natural	gas	extraction	include:	1)	the	costs	of	addressing	energy	impacts	often	exceed	tax	
revenues, 2) tax policies can introduce major time-lags between impacts and the arrival of revenues, 3) energy revenue accrues to local 
governments where production takes place while impacts often occur in adjacent communities and 4) price fluctuations in drilling activity can 
accelerate or end quickly.

•	 North	Dakota’s	effective	tax	rate	is	below	that	of	Wyoming	but	greater	than	that	of	Colorado	and	Montana.
•	 North	Dakota	only	has	an	11%	“local	share”	of	tax	distribution,	lower	than	that	of	Colorado,	Wyoming	and	Montana	(this	11%	figure	increased	

to 21% as a result of decisions by the 2013 North Dakota Legislature).
•	 Fiscal	recommendations	provided	by	the	report	include:

■ Maintain a high effective tax rate
■ Adjust tax rates to share in windfalls
■ Assess property taxes monthly
■ Remove “holiday” incentives
■ Levy specific sales taxes on production and drilling activity
■ Impose impact fees on specific needs
■ Guarantee adequate local share in revenue collections
■ Base state distributions on location of production and worker residency
■ Tie state grants and industry support to long-term goals
■ Remove production incentives that exacerbate revenue volatility
■ Invest revenue to provide stable long-term income
■ Fund basic services with annual production tax revenue and avoid revenue switching or bonding against future revenue

“Do Tax Subsidies Influence Domestic Oil Production?:  Geology, Technology and Price Drive Industry; By Comparison, Production and Drilling Tax Incentives 
have Little Impact” 
(Headwaters Economics, May 2012)

•	 State	competition	through	tax	incentives	has	not	increased	oil	production.
•	 The	main	outcome	of	tax	subsidies	is	lower	tax	collections.
•	 Once	resources	are	proven,	price	is	the	main	driver	of	oil	production.
•	 The	same	drivers	(geology,	technology	and	price)	determine	the	timing	and	amount	of	domestic	oil	production	at	the	national	scale.

“Unconventional Oil and Natural Gas Production Tax Rates: How Does Oklahoma Compare to Peers” 
(Headwaters Economics, August 2013)

•	 The	findings	of	this	analysis	are	specific	to	Oklahoma	but	do	relate	to	North	Dakota.
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“2013-2015 Oil and Gas Tax Revenue Allocation Flow Chart” 
(North Dakota Legislative Council Staff, 2013)

•	 Flow	chart	of	how	$5.282	billion	is	allocated	to	the	Legacy	Fund,	the	Tribe,	counties	and	other	distribution	formula	specifics

“Legislative Impact on Western ND” 
(Brady Pelton, Deputy Executive Director, North Dakota Association of Oil and Gas Producing Counties, July 2013)

•	 Summary	of	2013	Session
■ 80 days as allowed by Constitution
■ 918 Bills and Resolutions introduced
■ 503 Bills were signed into law by Governor Dalrymple

•	 House	Bill	1358	(the	“Big	One”)	
■ Adjust the Oil and Gas Gross Production Tax (GPT) distribution formula to political subs
■ Appropriate money towards oil producing and non oil producing counties for roads
■ Appropriate money for Energy Impact Grants
■ Appropriate money for grants to nursing homes, base care facilities and developmental disabilities service workers
■ Appropriate money for critical access hospital grants

•	 9%	of	the	total	local	amount	in	counties	receiving	$5	million	or	more	in	GPT	revenue	goes	to	Williston	(60%)	Dickinson	(30%)	and	Minot	(10%)	
•	 Oil	and	Gas	Impact	Grants	(Williston	received	$2	million,	Dickinson	received	$7	million,	Minot	received	$5	million)	
•	 Allocation	of	funding	for	county	roads
•	 Specific	allocations	of	funding	for	Energy	Impact	Grants
•	 Fast-track	state	Highway	Funding
•	 Reauthorization	of	the	Housing	Incentive	Fund
•	 Funding	for	Child	Care
•	 Funding	for	Regional	water	Systems
•	 Funding	for	Public	Health	and	Safety	

“Policy Education White Paper Western North Dakota Regional Legacy Trust” 
(Dick Gardner, Bootstrap Solutions & Senior Fellow, CRE and Don Macke, Center for Rural Entrepreneurship, November 2013 
http://www.visionwestnd.com/documents/DraftRegionalTrustWhitePaper111713.pdf)

Webinar 
(Iron Range Resources and Rehabilitation Board, Commissioner Tony Sertich, Feb. 28, 2012 
https://energizingentrepreneurs.adobeconnect.com/_a1005885391/p9dhrkwtqvt/?launcher=false&fcsContent=true&pbMode=normal)

“How North Dakota Returns ‘Unconventional’ Oil Revenue to Local Governments” 
(Headwaters Economics | November 2013 |  http://www.visionwestnd.com/documents/HeadwatersNorthDakota11-18-13.pdf)


