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however, the exploration didn’t start until
government incentivized private
enterprise through lowering taxes.

“The legislature, myself as the sitting
governor, pursued the lowering of the
extraction taxes in North Dakota for the
new technology of horizontal drilling.”
Schafer said. “We proved at the time the
lower the extraction tax caused the shift
of activity into North Dakota that was
across our borders previously.”

If taxes influence the territory of drilling,
then what are the safety precautions of
private industry in a rapidly-changing
political world? Not to mention other
states are using the same technology to
unlock the natural resources contained
within a shale play. 

According to Jack Ekstrom, vice-
president of Corporate and Government
Relations for Whiting Petroleum, and
many other industry experts, private
mineral rights are one of the biggest, if
not the biggest, reasons oil and gas
activity is happening in North Dakota.
The state does have very high oil taxes
when compared to other states. However,
the private mineral rights are so valuable
in the process of extracting natural
resources, oil companies will overlook
those taxes to secure long-term leases.

As other states discuss and fiddle with
oil and gas taxes attempting to figure
out incentives for their next legislative
sessions, oil and gas continues to spurn
economic activity throughout the Upper
Midwest into the both coasts.

“The oil industry is an efficient money
machine, and that’s the first thing
you need to understand that
they are here to make
money for their
stakeholders” said
North Dakota
State Rep.
Vicky
Steiner,
R-

Dickinson. “The state also has to
negotiate that we take care of the
impacts of our local citizens. So it’s
going to be a balancing act. I’m not

saying we have to lower the extraction
taxes or anything like that, but we
definitely have to be aware of them” 

Machines are driven by numbers, literally
zeroes and ones, and EBITDA —
Earnings Before Interest, Taxes,
Depreciation and Amortization — is the
fuel for the oil industry’s money making
engine. The simple definition of EBITDA
is the profit after factoring in all the
taxes, benefits, depreciation,
employment costs, paper clips
and any other expense
attributed to the ever
changing annual budget.
How one derives EBITDA
is a whole other story.
Numbers are nothing
more than
combination of other
numbers and modern
technology allows
for EBITDA to
become pretty
efficient and
precise with
profits.

“Oil companies work three to five years
out. They’re securing mineral rights,
moving rigs, getting capital,” Schafer
said. “They’re planning where they are

going to be punching holes, not today,
not tomorrow, but three years from now,
five years from now.”

One of those efficiencies oil and gas has
been perfecting pad drilling, or Eco-
Pads. This paradigm shift of energy
extractions has created a whole new

industry operating under a new model,
method and mindset.

“This is more like mining coal than
drilling for oil,” said Harold Hamm, CEO,
Continental Resources. 

U.S. Sen. John Hoeven, R-N.D., believes
this is all part of the path for the United
States to be energy independent. In
2005, then North Dakota governor
Hoeven recalls meeting with a number of
oil companies to curb their migration out
of the state.

“I can remember when I was governor,
back in 2005, meeting with top
executives from companies like Marathon
Oil, Continental, Brigham, EOG and
others,” Senator Hoeven said. “At that
time, they were trying to crack the code,
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Former Gov. Ed Schafer stands in front of the legislative wing at the state Capitol in Bismarck on Jan. 26, 2011 before beginning "Fix the Tax Townhall Meetings" around the North
Dakota. Schafer was touting state tax rate relief for oil companies and mineral rights owners on behalf of the nonprofit organization Invest In North Dakota.
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