Appalachia and the Natural Resource Curse

Although only recently identified, a centuries-old pattern continues to appear in
communities across the globe. In countries such as Nigeria and Venezuela, both rich in oil and
minerals, and in regions with high coal production, such as Central Appalachia, the wealth
associated with those goods does not reflect in their GDP and quality of life.! Many scholars
believe this to be explained by the “natural resource curse,” an economic theory that describes
how people living in regions rich in natural resources experience lower income and income
growth rates than people living in resource-poor regions.” Analysts of this phenomenon pin it on
a conglomerate of different reasons. One of the most discussed rationales is the concept of the
so-called Dutch disease, which occurs when a resource boom in a country leads to the domestic
currency appreciating, causing exports to be more expensive, and imports to be less expensive.
This process can shift the country’s economic focus onto the single resource, causing
deindustrialization in other sectors.

In this context, a natural resource can be defined and characterized using multiple
criteria. The first is the type of resource, which is most often petroleum and coal when
referencing the resource curse. The second and third important factors are quality of the resource
in relation to value of production and exports, and the means in which the resource can be
measured (fraction of GDP, land area, fraction of total exports, etc.), respectively.*

In 1993, Professor Richard Auty coined the term “resource curse” with his book,

Sustaining Development in Mineral Economies: The Resource Curse Thesis. Since then, the
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conversation around the resource curse has skyrocketed.” Numerous new publications have
supported and expanded on the original thesis, but have also brought debates to light. The main
dispute surrounding the curse is whether it is real or illusory, driven by the concern that the
supporting statistics could be heavily influenced by third variables.®

In the case of West Virginia, fifty-three out of fifty-five counties in the state have coal
deposits.” At the peak of the industry, between 1940 and 1950, the average amount of coal being
mined in a year was roughly 150 million tons, valued at around thirty-five billion dollars today.
In spite of that, the median household income in West Virginia during that time period was 32%
less than the national median.® While there could have been other variables at play, such as the
lingering effects of the Great Depression, many attribute statistics like these in Appalachian
communities to the resource curse.

However, while difficult to evade, this “curse” is not unbreakable. Some countries high in
natural resources have avoided it, such as Norway, Botswana, Malaysia, and Chile, while
maintaining growing economies and high quality of life.’ This is due to factors including good
governance and management of resource wealth, exhibited in practices like diversifying
economies to avoid reliance on a single sector. Elected governments also help to limit political

violence, as seen in a working paper by the Center for Global Development on the resource curse
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in Nigeria.'® With time, research will grow to explain why and why not an abundance of natural

resources can result in a disproportionate social and economic standing of a place.
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