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Overview

This study investigates the impact of oil prices on health in Kern County California. A modified version of the Granger Causality method is used to study the relationship between unemployment and oil prices before employing a fixed effect OLS regression to assess the relationship between oil prices and health. We find that the West Texas Intermediate has a stronger linkage than Brent Spot Price in explaining unemployment in Kern County. We also find that mortality from heart disease is not impacted by the unemployment rate or by oil prices in resource-rich counties, but diabetes mellitus is. Results further indicate that the incidence of diabetes decreases with short-term unemployment and increases with long-term unemployment, and that that an increase in the price of oil in resource-rich counties in California leads to a decrease in the incidence of diabetes, as individuals are able to improve diet quality.

In what follows, we provide some background on the literature before investigating the relationship between oil prices and unemployment in Kern County. The following section presents the empirical results of the impact of oil prices on health, while the last section concludes. 

Methods

· A modified version of the Granger Causality method causality test proposed by Toda and Yamamoto (1995)
· Ordinary Least Squares 
Results

· The Granger Causality (GC) results suggest causality running from WTI to unemployment in Kern County. 

· The GC test results also strongly suggest that a unidirectional causal linkage runs from Brent to unemployment in Kern County.
· Periods of high oil prices are marked with increased employment which may expose individuals to behavioral patterns which are detrimental to health, exacerbating cases of diabetes.
· A 10% increase in the number of employees working in the oil industry is marked by a 1.67% decrease to a 1.89% decrease in the incidence of diabetes.
Conclusions

Individuals in these regions do tend to respond behaviorally to oil prices. It might be the case that high oil prices will lead to higher crime rates and infant mortality rates, as low income individuals may accumulate in certain areas.
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