
Permanent Severance Tax Funds
An Economic Legacy for Central Appalachia

Severance taxes are typically collected on the removal of natural resources.  
They  are often used for immediate local and state needs. However, 
designating a small percentage of severance tax revenues for permanent 
trust funds could create an economic legacy for resource-rich communities.  
This will remain long after mineral wealth is exhausted. Wyoming, Alaska, 
Montana, and Colorado have established permanent endowments from a 
portion of severance tax revenue decades ago. They have yielded millions, 
and sometimes billions of dollars for community development.   

Recommendation #1
The Central Appalachia Regional Network, (CARN) advocates that a minimum 
of 1 percent of severance taxes collected on non-renewable resources, (e.g. 
coal, natural gas, uranium, etc.) be placed in permanent trust funds. These will 
be used by and for the communities from which the resources were extracted.

Long after non-renewable resources are depleted, income from permanent trust 
funds can continue to support economic diversification. It can provide funds for 
investments in infrastructure and human capital. Trust funds can lower future tax 
burdens, and deal with costs associated with past and future resource extraction. 
If, in 1990 Kentucky, Maryland, Ohio, Tennessee, Virginia and West Virginia had 
and implemented a permanent fund it would have generated approximately $1.4 
billion in earnings. The combined balance of would have reached $2.8 billion. 
(This is based on a 1 percent severance tax, an annual investment return rate of 
7.5 percent, and a yearly 5 percent withdrawn.)

Recommendation #2
Funds from the permanent endowments should be made available through a 
variety of organizations. Some Appalachian communities are already taking 
steps to manage local assets that complement other local, state and federal 
financial resources. Community Foundations, Community Development 
Financial Institutions and Community Action Agencies are successful models 
that should be included in distributing and managing the use of the trust funds.  

The Central Appalachia Regional 
Network (CARN) is comprised of 
diverse organizations located in 
West Virginia and the Appalachian 
counties of Kentucky, Maryland, 
Ohio, Tennessee, and Virginia. 
The network was formed as part 
of the W.K. Kellogg Foundation’s 
Rural People, Rural Policy 
Initiative, based on the premise 
that “rural America has abundant 
assets and that the brightest 
potential for rural America 
emerges when a critical mass of 
rural people are stronger, more 
organized policy actors.” CARN 
connects diverse organizations 
to promote policy and action to 
improve the quality of life available 
to the people of Appalachia. 
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For more information about the Central 
Appalachia Regional Network, contact:

Jenny Lancaster
Network Coordinator  
jlancaster@CARNnet.org 
or visit www.CARNnet.org



CARN Network Members
Appalshop, Inc. (Kentucky)

Center for Rural Virginia
Council for Rural Virginia

Community Access, Inc. (West Virginia)
Community Foundation of Hazard & Perry County (Kentucky)
Garrett County Community Action Committee, Inc. (Maryland) 

Good News Mountaineer Garage (West Virginia)
Hazard Perry County Community Ministries, Inc. (Kentucky)

Highlander Center (Tennessee)
Ohio Appalachian Educators Institute, Ohio University

Voinovich School of Leadership & Public Affairs
Partnership of African American Churches (West Virginia)

People Incorporated of Virginia
Rural Action, Inc. (Ohio)

Southeast Kentucky Community & Technical College
Virginia Rural Center

Virginia Economic Bridge, Inc.
Virginia Rural Health Association

Virginia Rural Health Resource Center 
West Virginia Community Development Hub

As Marcellus and Utica Shale gas extraction booms in Central Appalachia, these 
states should take action today to ensure that they truly benefit from the extraction of 
their valuable natural resources. Without a permanent fund, the economic benefit from 
natural resource extraction declines once production peaks.

Recommendation #3
Each Central Appalachian state in CARN’s area should increase the total severance 
tax rates to 5 percent, the tax that is currently collected in West Virginia. This would 
equalize the region rate. This could serve to promote regional cooperation. 
 
Severance taxes are collected throughout the Central Appalachian region but each 
state, and sometimes counties within the state, has different policies for severance 
tax collection, administration and revenue distribution.

CARN has published the “Central Appalachian Severance Tax Policy Scan.” It 
covers CARN’s six-state service area. This report is the first to assess and compare 
severance tax policies for each state. It includes the types of resources that are taxed, 
the rates of the taxes and how the revenues are distributed. The scan provides a 
foundation on which CARN and other organizations will identify severance tax best 
practices. It serves to create a long-term legacy for our communities. The scan is 
available at http://CARNnet.org/severance_tax_policy.php/.

To support these policy 
recommendations or to join 
the CARN network, visit 
www.CARNnet.org 
or scan the QR code below. 
with your smartphone.

This policy statement and recommendations do not necessarily reflect the opinions of CARN 
member organizations.


