
Revising Historic Tax Policies for American Oil and Natural Gas 
Production Will Cost the Country 

 
WASHINGTON, DC – Once again, America’s independent producers are being targeted.  Once again, 
the same tired, false accusations of industry tax subsidies are being trumpeted to distract attention from 
failed energy policies.  And, once again, the oil and natural gas industry must explain that its tax 
deductions are no different than any other industry.  America’s independent producers deduct from their 
income the same expenditures that other natural resource development companies do and have since 
the creation of the U.S. tax code.  Next week, 150 oil and natural gas producers will be visiting 
Washington to tell Congress once again that targeting the oil and natural gas industry for tax increases 
will reduce investment, will reduce jobs, will reduce the economic growth that fuels more taxes – but, it 
certainly won’t reduce energy prices. 
 
With all of the talk about “subsidies” and “tax incentives” these days, particularly targeting oil and natural 
gas production, here are a few pertinent facts to clear up some misunderstandings. (Click here for the 
entire in-depth analysis of the oil and gas industry tax structure.) 
 
What is a subsidy? The word “subsidy” may conjure up images of the government handing out checks 
or waiving taxes for industries deemed to be of special value or that create jobs. Many definitions of 
“subsidy” contain the phrase, “a tax reduction that a government gives a business for a particular 
purpose, usually to create jobs.” This last part is the crux of the issue. Market-created jobs, rather than 
those directly created and supported by the government, are the key benefit of increased activity by 
independent producers (IHS STUDY “The Economic Contribution of the Onshore Independent Oil, 
Gas Producers to the U.S. Economy). These jobs are stable, high paying, and often in rural areas of 
the country that are struggling for opportunity.  
 
Efforts to revise U.S. tax policy must also consider the effects those decisions will have on our other 
impending national crisis, the economy. The independent oil and natural gas sector is a natural and 
substantial job creator. To view the industry only as a target for revenue, by way of capital destruction, 
would be to ignore the critical mass that independents represent in U.S. energy productivity, the national 
job market and in the wallet of every American citizen. 
 
Independent producers drill 94 percent of the wells in the U.S., so how Congress treats the tax provisions 
that impact them, such as intangible drilling costs and percentage depletion, is of paramount importance. 
These are neither “loopholes” nor “subsidies,” but rather methods very similar to managing research and 
development or to real estate depreciation in accounting for those capital expenditures. 
 
IPAA believes that while we need all forms of energy to compete in the global marketplace, we must keep 
in mind the job and BTU-destroying impact that a removal of these tax provisions would have, in 
particular, to the U.S. oil and natural gas industry as well as to the U.S. energy consumer. American oil 
and natural gas provides for real, meaningful job creation going forward as well as decreased 
dependence on more expensive imports. Changing tax policies affecting this industry would diminish U.S. 
investment and U.S. jobs. Click here for more detailed information about the tax provisions for the 
oil and natural gas industry, as well as supporting graphics from the IPAA Economics and 
Analysis Department. 
 
 
TAX PROVISIONS: FOSSIL FUELS VS. RENEWABLES 
 
FACT: Fossil fuels account for 78 percent of American energy production, and receive 13 percent of tax 
incentives.  
FACT: Renewable energy sources account for 11 percent of American energy production, and receive 77 
percent of tax incentives. 
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• Productivity: The oil and gas industry is productive – the industry is not being propped up by 

“so-called” subsidies that it receives. 
  

• Impact to Independents: Changing the tax structure will directly and negatively impact 
America’s independent producers – who drill 94 percent of the wells in the United States – and 
the overall productivity of the industry by reducing jobs and diminishing investments. 
  

• High Risk: The current tax policy reflects the high-risk activity of exploration and production and 
the producers’ challenge to find productive resources, as well as its capital intensity, i.e. 
intangible drilling costs.  

• Competitive: The current tax structure enables small, independent companies to compete, 
especially in marginal well activity, i.e. percentage depletion. 
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