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Long before the response to the coronavirus pandemic tanked the nation’s demand for 
oil and geopolitical spats exacerbated a global oil glut, market analysts were warning 
that U.S. oil producers were on the verge of falling off a financial cliff.1 After more than 
a decade of financing their rapidly expanding fracking operations through low-interest 
loans from Wall Street, oil companies were seeing their access to cheap credit dry up in 
2019. “The Next Financial Crisis Lurks Underground,” warned one prescient observer, 
journalist Bethany McLean, who predicted that the growing credit crisis in the oil 
business would likely lead to a massive industry crash: “Most things that are economi-
cally unsustainable, from money-losing dot-coms to subprime mortgages, eventually 
come to a bitter end.”2 

With shale producers already teetering on the ropes in their fight against a growing 
credit crisis, the twin fists of the coronavirus-induced demand crunch and the Saudi-
Russian price war is leveling the U.S. oil industry with staggering speed.

Now, some in the oil industry are asking for bailouts in any form that Congress or the 
Trump administration is willing to provide.3 Some policymakers have suggested that 
oil companies be allowed to drill taxpayer lands without paying royalties.4 Others have 
proposed that taxpayer money be used to buy oil and take it off the market.5 President 
Donald Trump has even tasked members of his Cabinet via Twitter to come up with a 
plan to make funds available to the industry directly.6

Congress should resist the oil and gas industry’s requests for federal bailouts. 
Throwing taxpayer money at these overleveraged companies would be fiscally irre-
sponsible; bailout dollars would likely flow primarily to debtors, shareholders, and 
executives, rather than workers.7 Instead of granting even more subsidies to the fossil 
fuel industry through bailouts, Congress should deliver help to the workers, commu-
nities, and states that are now paying the price for the oil and gas industry’s financial 
recklessness over the past decade. For energy-producing states, the oil bust will add to 
the pain of the coronavirus crisis by causing a steep decline in expected revenues and 
job losses, leaving behind a costly trail of abandoned wells and environmental damage.
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Congress should deliver immediate assistance to these energy-producing states and 
counties to help them weather the oil bust, support out-of-work oil and gas workers, 
and rebuild and diversify their economies in a way that is less dependent on fos-
sil fuels. Out of this crisis, America can and should rebuild a nation that is cleaner, 
healthier, and more prosperous.

The big buyout

Currently, states that lease fossil fuels on federal lands receive 49 percent of revenues 
from leasing and developing those resources in their state; the only exception is Alaska, 
which receives 90 percent. These payments are made in the form of annual disburse-
ments directly to state and, in some cases, county governments.8 With plummeting 
oil prices and a dramatic scaling back of oil and gas activities, states that are reliant on 
fossil fuel revenues are almost certain to experience budget shortfalls. Compounded 
by the larger economic crisis that is slashing tax revenues and overwhelming even the 
best-prepared rainy day funds, states will be forced to make difficult choices in order to 
provide health, education, emergency, and other basic services.

The next stimulus bill should include a disbursement buyout program to offer energy-
producing states a major, one-time cash infusion to quickly fill massive budget gaps 
and make up for diminishing fossil fuel disbursements. The disbursement buyout pro-
gram would allow states to opt in to a federal buyout of estimated revenues from future 
oil and gas extraction on public lands in their state over the next 10 years. For states 
that opted in to the buyout, all future leasing and production revenue on nationally 
owned public lands in their states would be directed to the federal government.

The lump-sum, advance payout could result in hundreds of millions of dollars for state 
governments at a time when they desperately need the money to rebuild their econo-
mies and invest in local services. Critically, the disbursement buyout program would 
provide governors an opportunity to extricate their state budgets from unsustainable 
and unpredictable fossil fuel markets, paving the way for states to expand and diversify 
their economies.

In tandem with the disbursement buyout program, Congress should put the nation on 
track to achieve pollution-free public lands by 2030. In line with the nation’s need to 
transition away from fossil fuels, the disbursement buyout program would assume that 
public lands achieve net-zero emissions by 2030.9 Payment calculations would start at 
an average of a state’s past five years of disbursements then ratchet down over the next 
10 years following the anticipated decrease in carbon emissions.



3 Center for American Progress | How Congress Can Help Energy States Weather the Oil Bust

TABLE 1 

A disbursement buyout program would deliver a 
major cash infusion to fill energy-producing states’ 
budget gaps 

The one-time payments that energy-producing states would 
receive if they opted in to the disbursement buyout program

States Payments

Alabama $93,211,312 

Alaska $134,569,255 

Arizona $123,330 

Arkansas $6,567,459 

California $294,994,424 

Colorado $662,895,443 

Idaho $32,781,015 

Illinois $715,358 

Kansas $3,840,861 

Kentucky $1,050,105 

Louisiana $284,131,288 

Massachusetts $121,444 

Michigan $742,794 

Mississippi $82,911,895 

Missouri $13,347,281 

Montana $174,133,438 

Nebraska $105,541 

Nevada $29,144,332 

New Mexico $3,975,234,900 

North Dakota $339,450,305 

Ohio $3,799,487 

Oklahoma $32,427,605 

Oregon $679,459 

Pennsylvania $134,195 

South Dakota $3,885,170 

Texas $178,976,833 

Utah $517,089,408 

Virginia $240,225 

West Virginia $1,378,347 

Wyoming $4,361,960,927 

Total $11,230,643,436 

Note: This table only includes states that would receive payments of greater than $100,000.

Source: Authors’ analysis of U.S. Department of the Interior, “Natural Resources Revenue Data - 
Disbursements by Year,” available at https://revenuedata.doi.gov/downloads/disbursements/ (last 
accessed April 2020); Matthew D. Merrill and others, “Federal Lands Greenhouse Gas Emissions and 
Sequestration in the United States: Estimates for 2005—14” (Washington: U.S. Geological Survey, 
2018), available at https://pubs.usgs.gov/sir/2018/5131/sir20185131.pdf. 
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If all states opted in to the program, the Center for American Progress calculates that 
energy-producing states would receive a total of $11.2 billion to meet their immediate 
budgetary needs. This fund in the federal Treasury would be replenished over the next 
decade from oil and gas development revenues, including royalties that are no longer 
split with the states. Congress could also decide to reinvest the revenues in restoration, 
recreation, or climate resilience projects.

Employing out-of-work oil and gas workers to clean up orphan wells

The oil bust will saddle state, tribal, and federal governments with a growing num-
ber of abandoned oil and gas wells without a solvent owner to clean up the mess.10 
Hundreds of thousands of these orphan wells are already scattered throughout the 
country—a dangerous, toxic legacy of prior market crashes and inadequate bonding 
policies that leaves taxpayers holding the bag for cleanup costs.11 Decaying wells leak 
methane gas, contaminate groundwater, and are safety hazards for wildlife and com-
munities alike.

Through its next phase of economic stimulus legislation, Congress has an opportunity 
to address pollution from existing orphan wells in a way that will 1) create thousands 
of jobs tailor-made for out-of-work oil and gas workers and 2) incentivize state, 
federal, and tribal governments to modernize and strengthen bonding requirements, 
heading off an exponential growth of more orphan wells post-oil market crash.12

Congress should create a $2 billion orphan well cleanup fund that states, tribes, and 
federal land management agencies can access to plug orphan wells and restore affected 
lands and waters. With approximately 57,000 orphan wells documented on federal, 
state, tribal, and private lands—and hundreds of thousands more that are undocu-
mented or at-risk of becoming orphaned—CAP estimates that the fund could support 
14,000 to 24,000 jobs in energy-producing states.13 And hundreds of additional jobs 
could be created by bolstering the oil and gas inspections workforce to detect harmful 
methane leaks and survey orphan wells for cleanup.

Access to the fund should be contingent on demonstration of adequate oversight 
and bonding requirements that reflect the true and full costs of well cleanup and are 
indexed to inflation, so that taxpayers are not responsible for remediation on any 
future oil and gas development.14 Other forward-looking stipulations could include 
enforcing an existing federal requirement that prevents companies that shirk their 
reclamation responsibilities from participating in future lease sales—or barring sites 
reclaimed with this funding from being offered again for oil and gas development.15



5 Center for American Progress | How Congress Can Help Energy States Weather the Oil Bust

Gateway community dividends for counties

The Payments in Lieu of Taxes (PILT) program—which works in concert with 
resource revenue-sharing programs and the Secure Rural Schools program—provides 
an annual federal payment to local county governments to offset losses in property 
taxes from tax-exempt federal public lands in their jurisdiction.16 In rural counties 
where there are high amounts of public land ownership, PILT payments can account 
for a substantial proportion of a county’s budget for schools, roads, and other public 
services.17 

Like states, county governments have been hit hard by the coronavirus response and 
need help to pay for public services and rebuild their economies—possibly for years 
to come. This is particularly true for rural counties, where the population’s age tends to 
be higher than the national average; income is lower; and there are significant health 
challenges compared with much of the country.18 Although PILT is permanently 
authorized, Congress has generally funded it for only one year at a time. The lack of 
consistent, guaranteed funding makes payments unpredictable and long-term bud-
get planning difficult. PILT payments also do not fully compensate counties for the 
benefits that protected lands provide the country, particularly in gateway communities 
that require extra infrastructure and services to support tourism and outdoor recre-
ation. The PILT formula’s shortfall tips the scale toward shortsighted decisions—such 
as drilling and mining activities—that may generate immediate revenue but are bad for 
the long-term health and resilience of local communities.

Simple improvements to the PILT program to add a “gateway community dividend” 
for counties could quickly drive more money to counties, support more locally driven 
protections of public lands and waters, and provide more stable revenues during reces-
sions. The gateway community dividend would tack on to the end of the current PILT 
formula an added 50 percent premium for every acre of permanently protected public 
lands. This would provide additional payment to counties that have protected public 
lands within their jurisdiction, particularly those lands that restrict extractive activ-
ity, such as wilderness areas and national parks. In 2019, counties received more than 
$514 million in PILT payments.19 CAP estimates that this reform would immediately 
drive $207 million additional dollars to counties annually. Furthermore, 77 percent of 
these funds would be directed toward rural counties. 

The dividend would also rectify the exclusion of acquired U.S. Fish and Wildlife 
Service (FWS) lands as eligible PILT acres.20 Bringing all FWS lands into the PILT 
formula would add 4 million more eligible acres to the formula overall.
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The gateway community dividend should be paired with the permanent extension and 
funding of the PILT program to ensure a predictable and sustainable funding stream 
for counties. Including this policy in a stimulus bill would give county governments—
particularly those of rural counties—an increase in money this year and regular, 
predictable payments going forward that would encourage the protection of some of 
the country’s most valuable assets. 

Conclusion

The oil and gas industry already benefits from an estimated $20.5 billion in U.S. gov-
ernment subsidies and tax breaks annually.21 Rather than offering another bailout to 
the volatile oil and gas industry—and thereby worsening the climate crisis—Congress 
should focus on bolstering state and county budgets in energy-producing states, creat-
ing new jobs for out-of-work oil and gas workers, and rebuilding clean and sustainable 
economies.

Kate Kelly is the director of Public Lands at the Center for American Progress. Jenny 
Rowland-Shea is a senior policy analyst for Public Lands at the Center.

TABLE 2

The 15 states that would benefit most from a gateway community dividend bonus

State Current PILT* payment Additional gateway  
community dividend Total payment

Alaska  $30,941,006 $66,456,965  $97,397,971 

California  $51,729,171 $20,283,414  $72,012,585 

Nevada  $27,250,038 $13,644,191  $40,894,229 

Oregon  $37,168,838 $10,545,218  $47,714,056 

Montana  $33,990,204 $9,982,401  $43,972,605 

Arizona  $38,718,085 $9,823,019  $48,541,104 

Idaho  $32,271,810 $9,397,622  $41,669,432 

Wyoming  $30,210,195 $8,361,261  $38,571,456 

Utah  $40,938,259 $7,952,454  $48,890,713 

Washington  $23,059,249 $7,505,279  $30,564,528 

Colorado  $39,908,985 $7,504,399  $47,413,384 

New Mexico  $40,268,203 $5,266,309  $45,534,512 

Michigan  $5,146,197 $5,227,026  $10,373,223 

Florida  $5,936,054 $3,772,139  $9,708,193 

Arkansas  $7,418,637 $2,565,137  $9,983,774 

* Payments in lieu of taxes

Note: Calculations are based on fiscal year 2019 data.

Source: Authors’ analysis of U.S. Department of the Interior, “Fiscal Year 2019 Payments in Lieu of Taxes,” available at https://www.doi.gov/sites/doi.gov/files/
uploads/2019_national_summary_pilt_0.pdf (last accessed April 2020); U.S. Geological Survey Gap Analysis Program, “Protected Areas Database of the United 
States (PAD-US) 1.4,” available at http://dx.doi.org/10.5066/F7G73BSZ (last accessed April 2020).
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for their contributions to this issue brief. 

To find the latest CAP resources on the coronavirus, visit our coronavirus resource page.

Methodology

Big buyout methodology
To assess the cost of a buyout for each state, CAP calculated the amount of disburse-
ment revenue that states would acquire from 2020 through 2030, assuming drilling 
and revenues would follow the trend of becoming net-zero by 2030. Using Office of 
Natural Resources Revenue (ONRR) data on annual state disbursements, CAP calcu-
lated each state’s average disbursements from 2015 through 2019 to use as the starting 
payment. It should be noted that the ONRR disbursement data include all mineral 
disbursements, not just that from fossil fuels, though fossil fuels account for the vast 
majority—more than 95 percent—of revenues that the federal government collects 
from energy and mineral activities on federal lands and waters.22

CAP then calculated the estimated annual average greenhouse gas (GHG) emis-
sions from 2015 through 2018 as 1232 million metric tons of carbon dioxide equiva-
lents (MMTCO2e), using data provided by the Wilderness Society, and calculated 
that an 84.2 percent reduction in GHG emissions would be needed to get to 195 
MMTCO2e—the average annual sequestration from 2005 through 2014—by 2030.23 
CAP then assumed state disbursements would fall by this same 84.2 percent from 
2020 through 2030 and assumed consistent year-to-year reduction in revenues to 
achieve that reduction.

Orphan well methodology 
To calculate the range of jobs, CAP relied on figures from the Canadian government’s 
recent announcement of an orphan well cleanup fund that equates to approximately 
seven jobs for every $1 million spent, as well as peer-reviewed job creation estimates 
for various industries.24 Well-plugging and site remediation require heavy machinery 
and manpower that resemble construction and repair of gas pipelines, an industry that 
directly creates 12 jobs for every $1 million spent.25 CAP estimates that a $2 billion 
fund could cover the cleanup costs of the approximately 57,000 orphan wells docu-
mented on federal, state, tribal, and private lands, conservatively assuming that the 
average cost of well-plugging and basic site restoration is approximately $25,000.26 The 
fund would begin to absorb costs for more expensive orphan wells and some of the 
existing, undocumented orphan wells. Of note, the U.S. Government Accountability 
Office (GAO) estimates that reclaiming low-cost wells on federal lands costs approxi-
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mately $20,000 and that high-cost wells are closer to $145,000.27 The same 2019 
GAO report identified an additional 2,300 wells on federal lands “at risk” of becoming 
orphaned.28 And of the 30 states that reported orphan well data to total approximately 
57,000 wells, 21 estimate that there are an additional 210,000 to 746,000 orphan wells 
that are undocumented on federal, state, tribal and private lands.29 In short, Congress 
would be well within reason to increase the amount of the orphan well cleanup fund.

Dividend for counties methodology 
To calculate the amount that a gateway community dividend would add to annual 
PILT payments, CAP first aggregated the number of “protected” acres by county 
using the FWS’ Protected Areas Database of the United States (PAD-US) tracker. 
CAP defined “protected” as any lands with Gap Analysis Program (GAP) status 1 or 2 
that were managed by the U.S. Bureau of Land Management, the U.S. Department of 
Defense, the U.S. Fish and Wildlife Service, the National Park Service, the U.S. Army 
Corps of Engineers, the U.S. Bureau of Reclamation, and the U.S. Forest Service.30 The 
50 percent premium for protected lands was adapted from an idea that originated with 
Headwaters Economics.31 Using the per-acre PILT amount from 2019 and applying 
a 2 million acre ceiling, CAP calculated approximately how much each county would 
receive if a 50 percent premium were applied to the end of the PILT formula.32 To 
determine the effect on rural counties, CAP used the U.S. Department of Agriculture 
Economic Research Service’s Rural-Urban Continuum index.33



9 Center for American Progress | How Congress Can Help Energy States Weather the Oil Bust

Endnotes

 1 David Roberts, “Coronavirus stimulus money will be wasted on 
fossil fuels,” Vox, April 20, 2020, available at https://www.vox.
com/2020/4/20/21224659/coronavirus-stimulus-money-oil-
prices-fossil-fuels-bailout.

 2 Bethany McLean, “The Next Financial Crisis Lurks Underground,” 
The New York Times, September 1, 2018, available at https://
www.nytimes.com/2018/09/01/opinion/the-next-financial-
crisis-lurks-underground.html.

 3 Matt Egan, “Here’s what America’s oil CEOs discussed with 
Trump,” CNN, April 4, 2020, available at https://www.cnn.
com/2020/04/03/business/oil-ceos-trump-meeting/index.html.

 4 Our Daily Planet, “Republicans In Congress Ask Trump For 
Royalty Reduction for Oil and Gas Companies,” March 22, 2020, 
available at https://www.ourdailyplanet.com/story/republicans-
in-congress-ask-trump-for-royalty-reduction-for-oil-and-gas-
companies/.

 5 Steven Mufson, “Fill ‘er up: Trump to buy oil to fill the Strategic 
Petroleum Reserve — and help companies,” The Washington 
Post, March 13, 2020, available at https://www.washingtonpost.
com/climate-environment/2020/03/13/trump-oil-strategic-
reserve/.

 6 Donald J. Trump, @realDonaldTrump, April 21, 2020, 9:33 a.m. 
ET, Twitter, available at https://twitter.com/realDonaldTrump/
status/1252591306028785667. 

 7 David Roberts, “Coronavirus stimulus money will be wasted on 
fossil fuels.”

 8 U.S. Department of Interior, “Natural Resources Revenue Data: 
Disbursements by Year,” available at https://revenuedata.doi.
gov/downloads/disbursements/ (last accessed April 2020).

 9 Carla Ruas, “Report: Oil and gas drilling is definitely fueling 
climate change,” The Wilderness Society, February 12, 2020, 
available at https://www.wilderness.org/articles/blog/report-
oil-and-gas-drilling-definitely-fueling-climate-change.

 10 Rachel Adams-Herd and Catarina Saraiva, “Oil Companies 
Warn Kansas City Fed of Widespread Insolvencies,” Bloomberg, 
April 7, 2020, available at https://www.bloomberg.com/news/
articles/2020-04-07/oil-companies-warn-kansas-city-fed-of-
widespread-insolvencies.

 11 Sophie Quinton, “Why ‘Orphan’ Oil and Gas Wells Are a Growing 
Problem for States,” The Pew Charitable Trusts, July 9, 2018, 
available at https://www.pewtrusts.org/en/research-and-analy-
sis/blogs/stateline/2018/07/09/why-orphan-oil-and-gas-wells-
are-a-growing-problem-for-states.

 12 Regan Boychuk, “Alberta oilpatch cleanup would pro-
vide decades of employment,” Toronto Star, Novem-
ber 6, 2018, available at https://www.thestar.com/
opinion/contributors/2018/11/06/alberta-oilpatch-
cleanup-would-provide-decades-of-employment.
html?utm_source=nl&utm_brand=tny&utm_mailing=TNY_
Climate_031220&utm_campaign=aud-dev&utm_medium=em
ail&bxid=5e4c2aedcff06b626b7398cf&cndid=60117305&hasha
=5fe0922f49d134c101f28770c1581a82&hashb=99e7965d8f950
db950a4d227abf463f9791f951c&hashc=a8a8c0d404611f0fed9
7c314a128eac0eccf61a798dd308eddeb82999041af73&esrc=&u
tm_content=B&utm_term=TNY_ClimateCrisis.

 13 Interstate Oil and Gas Compact Commission, “Idle and Orphan 
Oil and Gas Wells: State and Provincial Regulatory Strategies.” 
(Oklahoma City: 2019), available at http://iogcc.ok.gov/Web-
sites/iogcc/images/Publications/2020%2003%2004%20UP-
DATED%20Idle%20and%20Orphan%20oil%20and%20gas%20
wells%20report.pdf; U.S. Government Accountability Office, “Oil 
and Gas: Bureau of Land Management Should Address Risks 
from Insufficient Bonds to Reclaim Wells” (Washington: 2019), 
available at https://www.gao.gov/assets/710/701450.pdf.

 14 Western Organization of Resource Councils, “BLM Oil and Gas 
Bonding Rules Leave Lands a Mess and Taxpayers Respon-
sible” (Billings, MT: 2020), available at http://www.worc.org/
media/2020.04-Oil-and-Gas-Bonding-Federal-vs-State-sm2.
pdf; U.S. Government Accountability Office, “Oil and Gas Wells: 
Bureau of Land Management Needs to Improve Its Data and 
Oversight of Its Potential Liabilities” (Washington: 2018), avail-
able at https://www.gao.gov/assets/700/691810.pdf.

 15 Legal Information Institute, “30 U.S. Code § 226. Lease of oil and 
gas lands,” available at https://www.law.cornell.edu/uscode/
text/30/226 (last accessed April 2020).

 16 U.S. Department of Interior, “Payments in Lieu of Taxes,” avail-
able at https://www.doi.gov/pilt (last accessed April 2020).

 17 Headwaters Economics, “County Payments Research” (Bozeman, 
MT: 2016), available at https://headwaterseconomics.org/
public-lands/county-payments/county-payments-research/.

 18 Olugbenga Ajilore and Zoe Willingham, “Rural Americans Are 
Vulnerable to the Coronavirus,” Center for American Progress, 
March 5, 2020, available at https://www.americanprogress.org/
issues/economy/news/2020/03/05/481340/rural-communities-
vulnerable-coronavirus/.

 19 U.S. Department of the Interior, “Fiscal Year 2019: Payments In 
Lieu of Taxes” (Washington: 2019), available at https://www.
doi.gov/sites/doi.gov/files/uploads/2019_national_summary_
pilt_0.pdf.

 20 Katie Hoover, “PILT (Payments in Lieu of Taxes): Somewhat 
Simplified” (Washington: Congressional Research Service, 2017), 
available at https://fas.org/sgp/crs/misc/RL31392.pdf.

 21 Oil Change International, “Fossil Fuel Subsidies Overview,” avail-
able at http://priceofoil.org/fossil-fuel-subsidies/ (last accessed 
April 2020).

 22 U.S. Department of Interior, “Natural Resources Revenue Data: 
Disbursements by Year.”

 23 Matthew D. Merrill and others, “Federal Lands Greenhouse Gas 
Emissions and Sequestration in the United States: Estimates for 
2005–14,” (Washington: U.S. Geological Survey, 2018), available 
at https://pubs.usgs.gov/sir/2018/5131/sir20185131.pdf.

 24 Office of Canadian Prime Minister Justin Trudeau, “Announc-
ing new support to protect Canadian jobs,” Press release, April 
17, 2020, available at https://pm.gc.ca/en/videos/2020/04/17/
announcing-new-support-protect-canadian-jobs?p=1.

 25 P.E.T. Edwards and others, “Investing in nature: Restoring coastal 
habitat blue infrastructure and green job creation,” Marine 
Policy 38 (2013): 65–71, available at https://www.sciencedirect.
com/science/article/pii/S0308597X12001182.

 26 Interstate Oil and Gas Compact Commission, “Idle and Orphan 
Oil and Gas Wells.”

 27  U.S. Government Accountability Office, “Oil and Gas: Bureau 
of Land Management Should Address Risks from Insufficient 
Bonds to Reclaim Wells.”

 28 Ibid.

 29 Interstate Oil and Gas Compact Commission, “Idle and Orphan 
Oil and Gas Wells.”

 30 US Geological Survey, “Protected Areas Database of the United 
States (PAD-US) 1.4,” available at http://dx.doi.org/10.5066/F7G-
73BSZ (last accessed April 2020).

 31 Headwaters Economics, “County Payments, Jobs, and Forest 
Health: Ideas for Reforming the Secure Rural Schools and Com-
munity Self‐Determination Act (SRS) and Payments in Lieu of 
Taxes (PILT)” (Bozeman, MT: 2010), available at https://headwa-
terseconomics.org/wp-content/uploads/Reform_County_Pay-
ments_WhitePaper_LowRes.pdf.

 32 U.S. Department of the Interior, “Fiscal Year 2019: Payments In 
Lieu of Taxes.”

 33 Economic Research Service, “Rural-Urban Continuum Codes,” 
available at https://www.ers.usda.gov/data-products/rural-
urban-continuum-codes/ (last accessed April 2020).


