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SUMMARY: LAND OWNERSHIP PATTERNS AND THRIR IMPACTS ON APPALACHIAN COMMUNITIES
A Study by the Appalachian Land Ownership Tazk Force, 1981

This study is an attempt to document land ownership patterns in the Appalachian
region and to analyze their impact on rural communities. Representing the most
comprehensive such stndy to date, the project was initiated by residents of the
region in fall 1978, to examin® whether and how land ownership patterns.- ~ especially
corporate and absentee ownership - - underlie or contribute to many of the policy
issues that the region faces: property taxes for local services, continved econo-
mic underdevelopment, loss of farmland, inadequate housing, energy production,
environmental damage. ’

Conducted by the Appalachian Land Ownership Task Force, a coalition of com—
munity groups, scholars and individuals, associated with the Appalachian Alliance,
vhe study has involved the work of some sixty people in six states. With county
tax rolls as a data base, over 55,000 parcel~ of property in 80 counties were
studied, representing some 20,000,000 acres of land and mineral rights in parts
of Alabama, Kentucky, North Carolina, Tennessee, Virginia and West Virginia. In
addition, over 100 ecomonic and social variables were compiled for the counties

surveyed, in-depth county case studies were conducied in 19 counties, ard state

reports were prepared for each of the states.
The findings of this study are presented in a regional overview, and six

— &

supporting volumes of state and local material, altogether amounting to over 1800
pages. A brief summary of the regional overview is found below.

LAND OWNERSHIP PATTERNS

In general the study found ownership of land and minerals in rural Appalachia
to be highly concentrated among a few absentee and corporate owners, resulting in
little land actually being available or accessible to local people.

1. The ownership of land and minerals in Appalachia is highly
concentrated in the hands of a few owners. Only 1 percent ¢f the local

population, along with absentee holders, corporations, and government
agencies, control at least 53 percent of the total land surface in the
80 counties.® Forty-one percent of the 20 million acres of land and
minerals owned by 30,000 owners in the survey are held by only 50 pri-

vate owners and 10 government agencies. The federal govermment is the ,
single largest owner in Appalachia, holding over 2 million acres.

* Using 1978/1979 property tax records, the survey recorded all local individual
owners with holdings above 250 acres (repiresenting 1% of the local population) '
and all corporate, public and absentee owners with holdings above 20 acres in
the unincorporated portions of the counties. The survey covered 53% of the
total surface of the 80 counties. Percentages are based either on the total
land in the counties or on the total land recorded in the survey (specified
in cach case).

10) ]
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CHAPTER I: LAND OWNERSHIP AS A NATIONAL ISSUE, AND AS AN APPALACHIAN ISSUE

In a rural area, land joins capital, labor and technology as a crucial ingre-
dient for economic growth. The land and {ts resources provide the underpinning
upon which development occurs. The ownership and use of the land affect the op-
tions available for future developments. For rural people, their relationship
to the land takes on a special meaning in their work, culture and tommunity life.
“"Throughout history," writes one land economist, "patterns of land ownership have
shaped patterrs of human relations in nearly all societies."1

In the United States in recent yéars, the question "who owns the land?" has
been raised from a number of directions. Gene Wunderlich, an economist for the
U. S. Department cf Agriculture, describes the trend: "Many groups in recent years.
have been concerned about the concentration and distribution of wealth in America.
This concern often involves the land. Ccrporate farming, ownership of property
by aliens, accessibility of new single family housing, the effects of real estate

investment trusts, and tLz role of many large American corporations in natural

resource and land development--all are phrases which recall the various foims

this concern has taken over the last decade."2 ‘1
The development of a concern with issues of land ownership represents, to

some degree, a logical evolution in the nation's conceptions about the possession |

of land, arnd the rights and responsibilities which accompany it. Much of the

early settlement and development of the nation's land carried with it a fierce ;

ethos of the rights of the private property owner. Still today as cne land use i

scholar writes, 'those who control much of our privately held land place extremely

high value on individual freeauom in doing with and t the land what the owner i

chooses, often without regai:d to the effects on the ecological system, neighbors,

or the general public."3 In the twentieth century, though, these laissez faire

attitudes regarding land ownership have been challenged by new attitudes which
recognize that the use of tne land by one owner may affect the livelihoou and

well-being of others. A complex body of land use regulations has evolved, seeking
to balance the rights of ownership with r~sponsibilities to the environment,

the society, and to future generations who must use and live upon the soil. [
As we move toward the twenty- first century, debates over use of the land,
and distribution of its benefits, have again led to questions about its ownership.

On. advocate of land reform in America hce< argued the essential connection between

14




land use and land ownership:

It is ownership--and the economics that surround ownership--
that determine whether land is farmed or paved, stirip-mined or
preserved, polluted or reclaimed. It is ownership that determines
- whero people live and where they work. And, to a great degree,
it is cwnership that determines who is wealthy in America and
who is poor, who exploits and who gets exploited by others.

Wunderlich, the USDA land economist, puts the implications of land ~wmership
even more broadly, "Land is a means for distributing and exercising power."

In theory, the United States is well-endowed with enough land nd resources
to meet the needs of its people. Marion Clawson, a leading land use scholar, points
out that "In 1970, the average persor. in the United States had the product3 and
the use of about eleven acres of land.... This land is owned by individuals, by
groups and by governments, and it is used by various persons or groups, but all
of us benefit, in one way or another, from its existence and from its productivity."
While all may benefit, studies suggest that Some are more likely tc benefit--or
to control the benefits-——than are others. Most of the populition lives on the
two percent of the U. S. land which is classified as residential, and ownership
of that land is widely distributed. Bu., according to best estimates, of all the
private land in the United States, some 95 percent is owned by just three percent
of the population.7 Various governmental agencies own almost 42 percent of the
land including vast public lands inAlaska. As few as 568 corporations, according
to a U, S. Department of Agr culture study, own or control some 30.7 million acres
of land, almost a quarter of all the U. S. land in private hands. Worldwide,
these same corporations control almost 2 billion acres—-an area larger than the
size of Europe.8

In many countries of the world, both agrarian and industrial, such concen-

trated ownership has led to land reform policies aimed at vedistributing the land,
or at expanding control by the public sector over allocation of its btenefits.
Overseas, the U. S. government has openly supported such land reform policies.
Domestically, however, land reform as such has not emerged as a major policy issue.
This prompts one student of rural developnent to argue, "Ironically the U. S. has
been preaching the virtues of land reform to less developed countries since the
end of World War II. The forces that resist land reform in Latin America and

Asia are similar to the forces that have prevented it from becom'ng a subject of
serioug discussioa i- this couutry. But for better or for worse, land reform is
as much a key to the elimination of rural poverty in America as it is anywhere

else on the globe."9
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In contrast fto the lack of public debate c¢n land reform questions in the

U. S., land use issues in the 1970's have aroused public and governmental concern.

Increasingly, uses of the land for agriculture, energy or recreation compete
and conflict with one another. Increasingly decisions about land uses involve
more public scrutiny and regulation. These conflicts and debates have led to
the question ''who owns the land?". There is growing consensus on the need to
know the answer. f[his chapter will review in brief the questions abcut land

ownership, as they have been ceflected in discussions of these competing land

uses. Then we will return to what is known about who owns one part of rural

america, the region called Appalachia.

Agricultural Lands

Perhaps the most volatile of land-:i2lated issues in recent years has been in
the area of agriculture. According to one source, "in the last twenty years, the
nation hes lost 60 percent of its farms. Ten farmers i day leave the land, and it
is estimated thac. 200,000 to 400,000 farms will disappear for the next twenty years
if presert trends continueo"lo Behind this picture is both an internal restructuring
of farming (especially a trend toward fewer and larger farms), and a loss of farm- T
land to non-farm uses. Both are associated with a changing pattern of ownership
of U. S. farmland.

There are a number of complex reasons for th.: changing ownership, including
urban sprawl, the economics of farming, and land speculation by non-farmers. The
consequences of the changing ownership are far-reaching. They have to do with

such questions as the most efficient size and location of farms for production of

the naticn's food supply; the social and political, as well as economic consequences
of concentrated or monopoly control of food production; the environmental impacts
of large-scale agriculture and farm ard timber technologies; and the effects of |
ownership patterns on farm families and farm comr-~ities. Such questions cannot

be fully explored without the amsivers to the antecedent question : 'who doe: own
America's farmland?"

The 1974 Census of Agricultur: found that almost 40 percent of all private |

farmland in the U. S. is owned by non-—farmers.11 But there is yet no complete
or satisfactory answer to the question of ownership of farmland. Only the tvends are

visibie, partially but incompletely documented. Among them are the following:

i6 .




1. Growth of Concentrated Farm Ownership, Especially Corporate

Ownership. One trend which is clear is that farms are increasing in size,
"a trend pushed along as much by little farms beccming larger as by big
farms becoming bigger."l2 Part of this change reflects the entrance by
corporations and agribusiness into all phases of food production. In
California, for instance, a 1970 study by the University of California
Extension Service found that 3.7 million acres of California farmland

was owned by 45 corporate farms. Thuz. one analyst concludes, 'nearly
half of the agricultural land in tle state and probably three-quarters

of the prime irrigated land, is owned by a tiny fraction of the popula-~

tion."13

More recently, there have been widely publicized accounts of
growing investments in farmland by pension funds, insurance companies,
and other non-farm investors.la A 1981 two-million dollar study by the
Department of Agriculture found that "government policies which are aimed
at helping farmers actually have hastened the trend towards bigger and

fewer farms, and jeopardized the future of family ownership."15

2. Concentration of Timberland Ownership. Some of the most concen-

trated ownership of land in America is foundin-the case of woodland.
Nationally, escimates suggest that over one-half of the forestland is owned
by the federal government. Of the remaining, much is held by timber and
paper corporations, with the degree of corporate ownership varying from
region to region. In New England, corporate ownership of timberland may

be the most prevalent. Estimates in Main=, for instance, suggest that a
dozen pulp and paper companies own 527 of the state.16 In upstate New
York, the New York Temporary Study Commission on the Future of the Adirona-
dacke found in 1970 that more than 50 percent of the private land studied
was owned by 1 percent of the landowners, with three timber companies
owning over 1 Y.900 acres each.17 Over hzlf of the 67 million acres owned
by the paper and pulp industry is in the south, though this represents

only 18 percent of the region's total timberland.18 Many observers expect
the control of timberlands by corporations to grow in the south, as com-
panies like Georgia Pacific move their headquarters from the northwest back

. 1
to the region,
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3. Minority Ownership: Blacx-Owned Land. The impact of farmland loss

has been particularly dramatic for certain grcups and regions of the

country. Black landowners in the South have been particularly hard hit,
especially given as land serves as one of the most basic resources for

the rural black community., '"The more than 12 million acres of land in the
South owned in full or in part by blacks in 1950 had declined to less

than 6 million by 1969. For the same period, the number of black full or
part time farmers declined from 193,000 to less than 67,0003'2%mile the
number of large farms has increased nationally in recent years, the pro-
portion of these owned by blacks remains miniscule. For instance, in
1969, 12 percent of all southern farms had sales of $20,000 or more, but
only 2 percent of non-white farms fell into this category. There is little
reason to believe that the trend has changed. While white landowners
<xperienced considerable losses during this time, the losses were propor-

tionately greater for black landowners.

4, Foreign Ownership. In the late 1970's, another public concern,

prompting quick Congressional response, involved the question of purchase

of farmland by foreign investors. The International Investment Act of 1977
authorized the President to "conduct a survey of the feasibility of estab-
lisking a system to monitor foreign direct investment in agriculture, rural I

and urban property...." A subsequent Survey by the Department of Agriculture
found the extent of foreign ownership to be less than one might have expected: '
less than one-~half of 1 percent of American ‘farmland was in foreign hands
on October 31, 1979.21 While some 25 states developed some form of legis-
lation limiting foreign investment in U, S. farmland, at least some observers
question whether the matter of foreign owmership should be distinguished
from the broader question of absentee ownership. A Deputy Assistant Secretary
of the State Department testified before a Congressional Subcommittee,
"Foreign investment in farmland need not be regarded as a separate issue,
distinct from the more general issue of absentee ownership in land and its
effect on the viability of the U. S. farm.” \
Yet the survey of foreign ownership has not been matched by a similar
investigation of absentee ownership with other holding patterns of U. S.
farmland. However one feels about the direction of the trends outlined

here, a fuller documentation of farmland ownership is needed before the

public policy questions can be adequately explored.
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Purposes of the Study

Issues related to the ownership and use of the land have long bc.2n matters

of concern to people within the Appalachian region, as they have been to other
groups across the nation. Yet, at the time this study wﬁs begun, there had '
never been a comprehensive study of the ownership of land and resources in

the Appalachian region, nor of the related impacts of ownership patterns on
issues of economic and community development. For this reason, the Appalachian
Land Ownership Task Force proposed to the Appalachian Regional Commission in the
fall of 1978 to conduct a study with these purposes:

1. To document ownership patterns ot land in rural
Appalachia, looking at such factors as extent of corporate

ownership, extent of absentee ownership, extent of individual

or family ownership, extent of local ownership, descriptions
of principal owners, rate of change in ownership patterns,

relationships between ownership and land use.

2. To investigate the impacts of these land ownership
patterns upon economic and social development in rural Appalachia,
exploring the relationship of land ownership patterns to land
use, taxation structures, land availability for housing and
industry, coal productivity, agricultural productivity, econo-
mic growth and stability, social development and stability.

3. To develop action-oriented policy recommendations for
ARC, state, federal and local officials, government agencies and
the public to assist them in dealing with problems relating to

ownership patterns.

After two years of work, the Task Force is pleased to submit to the
Appalachian Regional Commission and to the public this report, which we feel has

accomplished these purposes.
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Summary of Methods

The study of land ownership pattewns is a difficult undertaking. Across the
country there is a growing consensus on the need to know "who owns the land?."
However, there are only a few previous studies which suggest how co find that out,
or how to evaluate the effect of ownership patterns on other aspects of rural
development. Building upon the methods of these past studies within the region
and elsewhere, this study drew principzlly upon three types of data:

1. Survey of land ownership records in 80 counties: County tax

rolls were used to determine the primary land and mineral owners in rural
unincorporated areas of .ighty counties in six states. The eighty coun-
ties were chosen to represent a variety of land ownership and land use
patterns in the region. All absentee, corporate and government owners
with holdings above 20 acres, and all local individual owners with
holdings above 250 acres were recorded. Utilizing a standard coding
sheet, researchers documented: type of ownership, residence of ownmer,

land use, mineral and surface acres held, type of mineral, land, building,

and mineral values, taxes paid, and the name and address of owner.

2. Case studies in 19 counties: Nineteen illustrative counties

were chosen to describe land ownership and land use patterns more tho-
roughly and to explore their impacts upon aspects of economic develop-
ment and community development. Case studies were based upon inter-
views with cross-sections of county residents, and use of other avail-
able information such a2 planning documents, census data, corporate
reports, and newspapers. While regional conclusions cannot be drawn
from the case studies, the case studies serve tc illustrate relation-

ships for further exploration.

3. Aggregate soclo-economic data: To test the relationships

suggested from the case studies, other local and regional data was
gathered, including over 100 socio-economic indicators for the eighty
counties, This allowed correlations to be made between the land owner-
ship patterns and other characteristics associated with those patterns

for the eighty county sample.

N3
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The data collected in this fashion produced a vast body of material. From
the survey of landowners on the tax rolls, data was collected on over 55,000

parcels of lard and minerals, representing some 20,000,000 acres. Hundreds of

people were interviewed. Field notes and drafts of case studies amounted to
some 1,500 pages. Some 100 socio-economic variables were collected on the 80
counties =tudies. The data was processed, synthesized, and analyzed on four }
levaels: 1) for each of the 80 counties, 2) for the portions of each state

studied, 3) for the regional sample, and 4) for types of counties, i.e. coal ,
counties, agricultural counties, and recreation and tourism counties. ( A com-

plete description o the methodology is found attached to the regional report.)

Structure of the Report

The overall firlings of this undertaking are reported in this Regional Report,

which is based upon a synthesis of the survey data, case studies and aggregate
analysis. Chapter I of this report reviews past studies of land ownership and
related issues, both nationally and within the region. Chapter II profiles patterns
of land and mineral ownership which were discovered in the study. Chapter III
profiles the findings regarding property taxation of land and minerals in the

states and counties studied. Chapters IV-VII then examine the relationship of

land ownership patterns to issue < economic develupment, agriculture, housing,
energy development and the environmeut. Chapter VIII summarizes the findings of
the Regional Report and suggests recommendations for action. Finally, an Appendix
to this report describes in detail the methodology used in every phase of the two-
year study. A second Appendix provides an annotated bibliography of other works

on land ownership and related issues, with an emphasis on the Appalachian region.

This Regional Report is bused upon and supported by four further work products
which nave also been submitted to the Appalachian kegional Commission, together
amounting to over 1,500 pages of material and a computer tape containing raw data. |
These products, which are available from the Commission or frcm the Land Ownership

Task Force upon request, include the following:

1. <State Reports: Summary of ownership patterns, taxation patterns,

and key land related issues in the portions of each state
studied, Alabama, Kentucky, North Carolina, Tennessee, Virginia,

and West Virginia.
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2. Case Studies: Nineteen in-depth case studies reporting owner-

ship patterns more thoroughly with perceptions and anaiyses

. the consequences of those patterns at the local level.

3. County Statistical Profiles: Six page summaries of land ownership
and taxation patterns for each of the eighty counties surveyed.

4. Computerized Data Bank: A computer tape containing a) thirteen

variables for each of the 55,000 parcels of land and minerals
studied; b) approximately 120 socio-economic variables for
each of 80 counties studied; c) additional data sets created

in the analysis, accompanied by a user's guide to the information.

Together, the Regional Report and the other wor products provide an inte-

grated approach to the study of land ownership which can be useful at local, state,

and regional levels.

Contributions and Limitations

This study has been a unique one in at least two respects: first, it is one
of the few studies which attempts to explore land ownership patterns and related
impacts comprehensively and syciematically within a given region of the United
States. Secondly, it was initiated and conducted by a team of citizens and
scholars of the Appalachian Region, who combined their first-hand knowledge and
experience of the region with in-depth, often tedious, research to produce the
report. From t! 3e unique features have been derived important contributions,
as well as limitations, of the study.

In .l.e first respect, the study has made a significant step in documenting
land ownership patterns in cue region of the country, as well as demonstrating
that such information can be attained and analyzed through local research. Hope-
fully, this will stimulate further study in other places of "who owns the land?",
as well a3 iiiustrate one approach for finding out. In addition, the study has
attempted to analyze the impact of the ownership patterns on other aspects of
economic and community development, an undertaking which has previously received
even less systematic attention than documentation of the ownership patterns them-

selves. This emphasis on the impacts of land ownership at times has limited the

/\3
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degree to which other factors of development, e.g. labor, capital, terrain, could
also be analyzed. While the study finds that considerations of land ownership
should be necessary components of local and regional policies, that findiag does
not imply that changes in land ownership by themselves would be sufficient for
solving the problems herein discussed.

Secondly, this project has been unique in that it has been one of the few
research projects supported by the Appalachian Regional Commission which was
initiated and conducted by an independent task force of citizens and scholars
within the region. The Task Force applauds ARC's willingness to support such a
regional, "citizen-based" research model. Ti.e involvement of persons with first
hand experience, knowledge and demonstrated concern for the issues addressed hus
been a crucial component of the research process. Such involvern .nt, however,
carries with it a perspective upon the importance and urgency of the problems,
which is likely different from the perspective which would be embodied in the
study by another group, e.g. by a Washington-based, research consulting firm. To
recognize this is not to say one approach is a more or less valid form of inquiry
than the other, it is simply to acknowledge that each approach arries with it
differences in design., In those differences, nc doubt, will lie strengths of
this study to some, and limitations to others,

In sum, the Task Force sees this study as a beginning attempt, not as a
final word, to address land ownership patterns and related problems in the
Appalachian region. From our perspective, the study hopefully will foster furth:r
study, stimulate greater public debate, and perhaps even encourage changes in

patterns and problems long under-recognized in the policies that affect the region.

>
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' Land Reform. Actions must be taken which deal with the underlying
problems of concentrated and absentee owne ip. Mechanisms must be found
by which people of the region can gain aor. access to, control over, and

benefit from the land and its resources;

Mitigation of Impacts. Actions must be taken which mitigat= the
adverse effects of ownership patterns, even though they do not address
directly the underlying structures of ownership. Policies shhuld insure
patterns of land use beneficial to the entire community, provide adequate
property tax revenue for the delivery of services; promote diverse economic
development; provide adequate land for housing; and insure energy develop-

ment thet 1is not destructive of local communities,

Land Retention, Policies must be developed tc prevent the rapidly

occutring loss of local land for local use, including economic and housing

development, as well as agricultural use,

- This regional report is backed by 1500 pages of state overviews, in-depth -~
county case studies, and county land ownership profiles for each of the 80 counties
surveyed, which are available upon request, TkLe study was funded, in part, by the
Appalachian Regional Commission and benefitted greatly from the participation of

dozens of people in the region.

Inquiries may be addressed to:

J John Gaventa or Bill Horton ‘
Regional Research Coordinators
c/o Highlander Research and Education Center

, Box 370, Route 3 .

‘ New Market, Tennessee 37820 Phcne: 615-933-3443
|
|
|

Dr. Pat Beaver, Project Administrative Coordinator
Center for Appalachian Studies

Appalachia State University

Boone, North Carolina 28608 Phone: 704-262-4089

Mz. Bob Gidez, Program Officer

Office of Planning and Evaluation
Appalachian Regional Commission

1666 Connecticut Avenue, N.W.

Washington, D.C. 20235 Phone: 202-673-7349




PREFACE

Background

This study is an attempt to document land owmership patterans in
Region and to analyze their impact on rural communities. Representi
comprel-ensive such study to date, the project was initiated by zesid
region in fall 1978, to examine whether and how land ownership patte
corporate and abgentee ownership--underlie or contribute to many of
issues that the region faces: property taxes for local rervices, con
mic underdevelopment, loss of farmland, inadequate housing, energy p
environmental damage.

Conducted by the Appalachian Land Ownership Task Force, a coali
sunity groups, acholars and individuvals, associated with the Appalac
the study has invrlved the work of <ome sixty people in six states.
field work was conducted in 1979, with most of the data analysis, w.
productiosn of the report completed in 1980. The study consists of s
a regional overview (Volume I), and one volume for each of the six s
Alabama (Volum2 II), Kentucky (Volume III), North Carn'ina (Vclume I
(Volume V), Virginia (Volume VI), and West Virginia / une VII). E
volume consists of a state summary, in-depth case studies of several
the impacts of ownersldp patterns, and statisti-cal profiles of land ,
each county studied.

Major funding for this study came fru. the #ppalachian Regional
to which the Task Force is grateful, Further __.nding was received f;
foundations to complete the project. Extensive in-kind con.ribution:
colleges, non-profit comrunity groups, and individuals %1 the region
donated time, office space, travel, computer processing and typing a:
hel; meke the project possible. The project was administered by the
Appalachian St. dies, Appalachia State University, w‘th research roore
the Highlander Research and Education Certer, New Market, Tennessee,
of citizens and scholars in each state. The project benefitted great

widespread participation of groups and individuals within ¢hc Appalac




2. Appalachia's land and mineral resources are absentee-~owned.
Nearly three-fourths of the surface acres surveyed are absentee-
owned, i.e. held by out-of-county and out-of-state owners. Four-fifths
of the mineral acres in the survey are absentee owned. In one qiirter
of the survey counties, absentee-owned land in the sample represented
over one-half of the total land surface in the county. Contrary to ex-
pectations that absentee ownership would predominate only in the coal
counties of central Appalachia, the study found a high level of absentee
ownership throughout the 80 county survey area.

3. Large corporations dominate the ownership picture in much of
Appalach’a. Forty percent of the land in the sample and 70 percent of

the mineral rights are owned by corporations. Forty-six of the top fifty
private owners are corporations. Of these, 1¢ are principally coal and
coal land corporations, owning 1.5 million combine I surface and mineral
acres, 11 are oil, gas and diversified energy companies owning 1.2 million
acres, 9 are timber companies owning 1.0 million acres, 8 are steel cor-
porations and metal corporations owning .8 million acres, and 4 are rail-
roads owning .6 million acres.

4. Little land is owned by or accessible to local people. Under
one~half of the land in our sample is owned by individuals, and under
one-half of that is owned by local individuals. Corporate ownership,
often fo. energy and rcaource exploitation, and government ownership,
with associated tourism and recreation development, threaten the access
people in the region have to the land and the control they exercise over

its use,

These ownership patterns are a crucial underlying element in explaining
patterns of inadequate local tax revenues and services, lack of economic develop-
ment, loss of agricultural lands, lack of sufficient housing, the development of

energy, and land use.

TAXATION OF LAND AND MINERALS. Despite the land and mineral wealth of Appalachia,

the region's local governments remain poor. Part of the reason for the lack of
county revenue, the study finds, lies in the failure of the property tax system
to tax the region's wealth adequately and equitably. The problems may be seen in
reference to privately owned mineral and surface lands, as well as government

owned, tax-exempt properties.

Mineral Taxation. Though values of mineral properties have 2scalated rapidly in

Appalachia, local governments have not experienced a corresponding increase of
property tax revenues. Generally, in fact, mine 11 rights are greatly under-

assessed for property tax purposes:




——Over 75X of the mineral owners in this survey pay
under 25¢ per acre in property taxes. Some 86% pay lese
than $1.00 per acre.

~-Using conservative calculations, in the major coal
counties surveyed the average tax per ton of known coal reserves
is only $.0092——or 1/50 of a cent.

The problem is particularly acute in eastern Kentucky: in the twelve counties
surveyed (which include some of the major coal producing counties in the region),
the average property tax per acre of minerals is 1/5¢ ($.002). The total property
tax received from mineral properties for th;se 12 coal-rich counties was a meager
$1500 in 1979. 1In Alabama, the average tax per recorded acre of mineral rights
was 4¢, and minerals which are part of fee simple land are not considered for
property taxacion at all. In Tennessee, a directive of the State Board of Equali-
zation 9 years ago to apply a fair market value to mineral rights still has not beer
carried out. While West Virginia has made important strides in taxing mineral
properties, problems still persist there, 1s well,

o

Taxation of Surface Rights. 1In general, taxes paid on rural lands are also low

~hen compared to their rising market value. Overall, the amount of taxes paid per.
icre of surface in the survey is only 90¢. Almost a quarter of the owners in the
study pay less than 25¢ per acre. In general, the large and the absentee owners
tend to pay less per acre than the small, local owners pay.

Part of the reason for this state of affairs, the study finds, is that the
absentee owners are holding their property for its speculative value, or for the
value of the minerals underneach, and do not make improvements which would increass
the value of the land. On the other hand, the local owners tend to build upon
their land, and to make more valuablz improvements. In addition, in Tennessee,
Kentucky and Alabama, vast tracts of land have received tax breaks designed for
agricultural lands when, in fact, they are held for speculative pu.-doses or mineral

development, not for farming at all,

Tax~Exempt Lands. Many counties in the survey contain substantial federal or other

government holdings, which are exempt from local taxes. In the case of state-owned
lands, no programs were found in the counties studied that ~ompensate counties
for the loss of this land from the tax base. In the case of federal lands, "in-liev

of tax" payments are set at a minimum of 75¢ per acre, but this amount, the study

08 |
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l finds, rarely is equal to the average tax paid by private owners. In Swain
County, North Carolina, for instance, where over 80% of the land in the county
is federally owned, if federal agencies paid the same amount per acre as out-of-
state private owners paid, the county would receive over $150,000 annually in
new revenues.

Taken together, the failure to tax minerals adequately, the underassessment
of surface lands, and the revenue loss from concentrated “ederal holdings has a
marked impact on local governments in Appalachia. The effect. essentially, is
to produce a situation in which a) the small owners carry a disproportionate
share of the tax burden; b) counties depend upon federal and state funds to pro-

vide revenues, while the large, corporate and absentee owners of the region's

r resources go relatively tax-free; and ¢) citizens face a poverty of needed services
despite the presence in their counties of taxable property wealth, especially in
the form of coal and other natural resources.

At a time of federal budgetary cut-backs, policies of seeking local revenues

from new or existing sources would seem prudent. By conservative calculations,

for instance, improved taxation of coal reserves in the major coal counties in

the sample would more than quadruple the mineral taxes currently received. The
new tax revenues would equal $16.5 million annually, or almost $300,000 per county.
Eight million dollars of the new revenue would be generated in eastern Kentucky,

l where they are desperately needed.

ECONOMIC DEVELOPMENT. The study finds that land ownership patterns vary according

¥ l to types of counties: corporate ownership is greatest in the counties with the

greatest coal reserves; government ownership is associated with tourism and

recreation counties; and individual ownership is highest in the major agricultural
counties. In each type of county, land patterns affect the course of economic

development which occurs.

Coal Counties. In the major coal counties in the sample, 50 percent of the land

: surveyed is corporately held (compared to 31 percent in agricultural counties and
23 percent in tourism counties). Some 72 percent of the land and 89 percent of the
R I mineral rights are absentee owned, and the owaership is highly concentrated in a
few hands. With absentee ownership, the wealth derived from the land and mineral
resources is drained from the region; with concentrated ownership, a few, primarily

corporate owners, can dominate the course cf a county's development.
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The study finds, for instance, that these concentrated absentee and corporate
land ownership patterus serve as one limiting factor to economic diversification,
contributing to a lack of access to developable land, lack of locally controlled
capital, and lack of adequate local infrastructure (related, in part, to the
undertaxation of the land and mineral resources.) Without diversification, the
areas become more vulnerable to the "booms &nd busts" of the coal industry, and,
in turn, the concentrated land ownership patterns also contribute to the problems
assoclated with each cy:zle.

With "booms" come greater pressures upon limited land for housing, and
greater demands upon already strained county budgets for more services. When
"busts" occur, few non-coal jobs are available, use of the land for survival is
limited for most of the population (even for tilling the hillsides), and, for
many, outmigration becomes the only real choice. In faci, in the coal counties
surveyed, there is a strong association between the degree of corporate owner-
ship of a county and the level of outmigration between 1960-70 (a period of coal
decline), such that the greater the corporate ownership, the grearer the percert

of the population who left the area.

Tourism and Recreation Counties. While coal crunties are characterized by patterns

of corporate land ownership, recreation and tourism counties are associated both
with large federal holdings (e.g. Forest Service, National Parks) and smaller,
individual holdings, usually absentee owners holding the land for speculativt
purposes or for second-home developments, While, on the whole, the evidence for
these counties does not indicate that land ownership itself limits economic diver-
sification, the tourism and recreation indvstry which springs from the use of the
land promotes a pattern of low wage and seasonal employment. At the same time,
local residents face risi~3 prices for land, housing and other goods due to the

spending and speculation of the usually more affluent "outsiders."

Agriculture. Traditionally, in Appalachia, the small farm has been important, both
economically and culturally. Using Agricultural Census records, the study has
found a dramatic declire of farming in the region: 1In the 80 counties surveyed,
vell over a million acres of farmland went out of agricultural production between
1969-74, the latest year for which figures are available. Over 17,000 farmers

left farming in this period, about 26 percent of the farming population in these
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Energy Lands

While use of the land for agriculture (including cropland, grazing land and
timber land) represents the larg?st use of rural land in America, increasingly
important in this era of "energy crisis" is use of the land for extrac:ion and
production of energy, especielly through mining coal and other energy sources.
However, if little is know about ownership of agricultural lands, still less is
known about energy lands in America, either their use or ownership. Marion Clawson,

in his book America's Land and Its Uses, wrote, for instance, "mining 1s an extremely

important, though highly localized, use of the land about which we have very little
information. Almost no source of data about land use provides information on mining
as a lzuad use."22 In its multi-million dollar study, the 1980 President's Coal
Commission acknowledged the "land shortages" created in Appalachia, "in part attri-
butable to coal ccmpanies, railroads, and other corporations owning much of the
coal rich acreage." However, the Commission stopped short of complete analysis,
observing that "statistics for land ownership are often bu' “2d in inaccessible or
untraceable county records.

Slightlym re knowledge exists of who owns the U. S. energy reserves under the
land, though that is speculative. The last decade has witnessed growing national
concern over the concentrated ownership of these energy rescurces, parti-
cularly by energy conglomerates. As early as 1967, a Federal Trade Commission
study disclosed that five major oll companies had acquired coal rights to 2.5 million
acres of public and private land. "As of 1970, 29 of the top 50 coal companies had
become oil company subsidiaries, and oil companies were busily acquiring hundreds
of thousands of acres of additional coal lands...."za By 1980, oil and gas com-
panies owned 41.1 percent of all privately owned coal reserves in the country,
according to the President's Coal Commission. Six of the top ten national coal

reserve owners were primarily owned by larger oil and gas companies.




In addition to these oil and gas interests, the Federal government is a major '
owner of the nation's coal resources. In the West, where roughly half of the
nation's coal reserves are located, the fe deral government is estimated to own }
65percent of the coal and to control, indirectly, another 20 percent.26 Cver the
years, leasing policies allowing the development of these reserves by private
interests have become matters of public controversy. The government has developed
a "multiple use'" philosophy, which attempts to balance environmental, energy and
socio-economic considerations in the development of its lands. Currently, environ- I
mental interests are attempting to stall any further leasing, while development
interests, spurred on by the "Sagebrush Rebellion,” are demanding more private l

access to federal reserves, Regardless of the outcome of this debate, it is

clear that whether and h~w these reserves are developed will have major effects
on U. S. energy policy.

In shaping this policy, at least some publi. information exists on the locatio: |
of the federally owned coal lands. However, in the East, and in parts of the West
where federal ownership of energy reserves is not as extensive, little systematic ’
data is availableon the location of energy resources held in the private sector,
nor on the ownership of the lands above them. (In the Appalachian coalfields, in .
particular, there is extensive separation of mineral ownership from surface owner- 1
ship.) As will be seen in the next section, a few studies of coal land ownership
have been done in the Appalachian area, but these are scattered and incomplete. !
In other parts of the country, even less information could be found.

One study has been done aqutside of the Appalachian coalfields in southern l
Illinois.27 The study looked at 380,000 acres of corporately-owned coal land in
35 1llinois counties, Of this land, 83 percent was owned by only six corporations. |
Over 99 percent of the total was owned by large absentee corporations. Small, inde-
pendent company landholdings were found in only six counties and accounted for |
only 0.7 percent of the acreage studied. In general, the ownership of land reflect 1
the national picture of growing takeover of energy reserves vy integrated energy
corporations. i

Despite the lack of systematic information, the question of ownership of
energy lands and reserves would seem to be an important one for shaping national ’
energy policies. Ccacentrated ownership uf reserves poses possi-ilities of monopoly
control of energy supply, similar to those raised by concentrated control of energy I
production, Ownership and leasing patterns of private lands, as of federal lands,
affect what can be mined, where, when and by whom. At the local level, litcrature

indicates that coal land ownership is associated with other policy questibns-—-




how to tax coal reserves; corflict between use of land for energy or other needs,
such as agriculture; the impact of owmership patterns on local economic dcvelop-
ment. It was perhaps with these issues iu mind that Congress, in the Natioual
Energy Act of 1978, called for a study of the coal industry, including its Lavd

ownership: "The study shall evaluate the econcnjc and social impacts upon ci.ak
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producing counties and states of pxesent and perspective land ownership pat-crns....

So far, the study has not been done.

Touism ana Recreation Lande

Ore of the fastest growing demands for use of land in America is for purposes
of recrzation and tourism. Clawson observes that "compared with the land used by
the 'big three' of grazing, forestry, and cropland, the *otal acreage of land in
recreation use is small-—about 40 million acres in the 48 contiguous states and
less than 50 million in all 50 states. But the number of people rather directly
roncerned is large-—perhaps more than half th: population, the exact number is not

n29 In response to this demand, two broad changes in ownership patterns

known....
are occurring, each with considerable controversy. On the one hand, more private
land is transformed into public land to becume mcre widely available for public
ase; and, on the other hand, more private land is bought for purvoses of private
recreation developments.

The first transformation is seen as more and more lands are taken for National
Recreation Areas, National Parks and National Forests. The purchase of private
land for public purposes, often carrying with it’the threat of imminent domain
by the government, has provoked considerable outcry from affected landowners.
The growing restrictions on the use of public land, usually to protect its environ-
mental and recreational qualities (e.g. RARE II), have angered private interasts
who seek to use the land for other purposes (e.g. mining or timbering.) These land
ownership and land use changes have major consequences for the economies and cultures
of the communities affected, including impacts on the use of land for agriculture
or private development, development of tourism economies, and loss of land from
the local tax base.

The second, often overlooked, effect of increased land use for recreational
purposes is on the land ownership patterns of private lands themselves. A 1976

study by the American Society of Planning Officials, Subdividing Rural America:

Impacts of Recreational Land and Second Home Developments, found that at least ten




s

million recreational lots have been sibdivided in the U. S., to be used as specu-

lative investments, seasonal occupancy, or permanent occupancy.3l ‘The phenomenon
of '"recreational land" owmership is widespread. 'One U. S. family in 12 ouns a
piece of recreational property--either a vacant recreational lot or a second
home."31 Such transformation of ownership, in turn, can have an impact on the
future use of the land. The lots "can preclude alternative land uses and dictate
patterns of growth for years to come."32 Moreover, such recreational land deve~-
lopments, while serving primarily the urban dweller, can have major consequences
for the (usually rural) communities where they occur. These impacts are environ-
mental (disruption of the land), economic (increased demands for lo al services,
loss of land for agricultural or other purposes), and social (disruption of life-

3 As in the cases of agricultural or energy lands, the

styles and communities).3
full extent of these impacts is difficult to assess, without adequate knowledge of

the land ownership patterns which underlie them.

The N-=2d to Know

Lana ownership, then, is an important component of the debates on land use.
Who owns the land affects how the land is used, and vice-versa. Changes in owner-
ship and use patterns can have dramatic consequences on the course of community
growth. Yet, despite the importance of land ownership, what is perhaps most abun-
dantly evident is how little is known about who actually owns rural America. In
his comprehensive article on American land, Peter Meyer summed up:

"Almost everything about American land is known except who

owns it. Somehow our vast mineral resources are assessed and

quantified, mountains are measured,and ground cover and soil

are . alyzed.... The concept of land ownership is quite another

story. It isn't part of American topography, and no atlas charts

or maps the contours of proprietorshig that play such an integral

role in the shaping of the landscape. 4
Without such information, full assessment of the impacts and conseguences of owner-
ship is, almost by definition, an impossible task.

Ironically, it may have taken t1e public outecry over foreign ownership te pro-

voke broader awareness of the need to know about domestic ownership as well.
The attempts to find out the rxtent of foreign investmest indicated to a number
of officials how difficult such information is to obtain. A publicatlion of the

Farm Foundation and the U. S. Department of Agriculture makes the point;

34
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That inqui.y (into foreign investment) highlighted what was
well-known by persons familiar with U.S. real estate: The systems
for recording, taxing and transferring land are not suitable for
assembling information on the owrniership of land. The technical,
legal and economic features of the highly localized, individualized
and land records systems in the U.S. resist the aggregation of land
data. There was no simple, direct way of determining who owned
America's land. Yet there was, an continues to be, a desire to
know how wealth in land is distributed.3>

This study represents one attempt to document who owns the land wealth in
one important region of the country. From the examination of who owns thz land in
rural Appalachia can be derived further understanding of the effects of i1and owner~-
ship on the rural development of the region. Hopefully, also, from the inquiry will
come further awareness of the importance of knowing about land ownership in America--

and about how to find that out.

LAND OWNERSHIP IN APPALACHIA

The land ownership questions of the nation are mirrored in the Appalachian
Region, one of the most densely populated rural areas of the country. So also is
the lack of systematic study of land ownership and land use, prompting one scholar
of the region to write in 1970, "although many writers in Apralachia speak of the
outside control of wealth, the degree and extent to which this is true has been
only slightly and sporadically documented. There are no systematic, thorough studies
of the land and mineral ownership of the region."36

During the 1970's, little of a general nature changed to alter the accuracy of
this observation., However, several small, scattered studies emerged waich did
document the importance of the land ownership question, and which provide models
of methods for further study. (A summary of the methods used in these earlier
studies may be found in the methodological appendix.) As in the discussion of land
issues on the natic.al level, the review of relevant literature in Appalachia

involves lnoking at agricultural lands, coal and mineral lands, and recreation lands.

Ag;igultural Lands

Appalachia is often thought of as the land of the small farmer. In fact, studies
by the Department of Agriculture in 1930 discovered that the scutheri regions of
Appalachia had the heaviest concentration of small farms in the country.37 Yet,
despite national interest in the loss of farmland and the decline of the small
farm, little systematic attention has been given to the contemporary plight of the

farmer in Appalachia. .
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In many areas, though, farmlands are being lost, subject to the same pressure
that affect farmlands nationally, as well as some particular pressures of the
region. For instance, the development of coal lands, particularly where strip
mining is involved, many limit the use of land for subsequent agricultural deve-~
lopment. Pressures to sell land and/or mineral rig ~ ilso may result in the loss
of agricultural land. Building of pump storage facilities or dams to produce
electricity take prime agricultural bottomland, often in areas where such land is
at a premium. Historically, for instance, TVA dams have flooded thousands of acres
of farmland in east Tennessee, Recreatinal development and associated federal
acquisitions have placed undue pressures on farmland in western North Carolina, and
southwestern Virginia. The conflict between agricultural and other land uses is
enhanced by the fact that small farm agriculture in Appalachia is viewed by many
as conomically non-viable.

Despite the general knowledge of these pressures, few specific studies have
been done on the changing ownership of farmland in Appalachia, or on its related
impacts on the development of the region. An exception is the study on southern
Ohio, by Dr. Nancy Bain and associates. They discovered a '"'shift away from agri-
cultural land use...agricultural land use declined by 56.2 percent from 1900 to .
1970."38 Accompanying the trend was the loss of resident farm owners and move-
ment towards absen.ee ownership, much of it held for personal or recreational pur-
poses.

In turn, the patterns of absentee cwnership have had a marked impact on the

development of the area. Few of the non~resilent owners have made any "improvement:

of the land or structures since purchasing them. The majority of parcels--60 percent—-

had no or an uninhabitable structure."39 As a result of the lack of development,
the absentee owned land contributed little to the local tax base. As one of Bain's
associates summarized, "The relative disuse of absentee land may...impede the

A
region's agricultural development as well as property taxes." 0

The quality of development in a rural agricultural community may be affected
by the size of ownership, as well as by absentee ownership (as was found in the
California study hy Walter Goldschmidt).qﬁn Alabama students at the University of
Alabama compared the ten counties in the state with the smallest average-size
farms, with the ten counties with the largest average-size farms, in terms of
agricultural productivity, land use tenure patterns, and indicators of community

development. Almost every indicator of economic and social well-being was more

——




favorable in the small farm counties. For example, the small farm counties had

twice as much revenue from ad valorem taxes and over 2% times as much total tax
revenues. Additionally, they had twice as many miles of county roads, and spent
one~-third more on education. The median income was almost twice as high, thc poverty
rate and proportion of substandard housing was half that of the large farm couaties.
The r-all farm counties were located predominantly in the Appalachian section of
northern Alabauua."2
In agricultural areas, then, two studies suggest that patterns of absentee
and large-scale ownership do affect rural development. However, little systematic
information is available on the extent of these patterns in agricultural areas of
Appalachia. The patterns are more completely documented in the case of coal and

mineral lands.

Coal and Mineral Land Owmership in Central Appalachia

Perhaps in no section of Appalachia has land ownership and its related impacts
been a greater issue than in what is known as central Appaalchia (eastern Kentucky,
ssuthern West Virginia, southwestern Virginiaz, portions of eastern Tennessee)., It
is in these areas where coal production is predominant. And i is also in these
areas where a pattern of absentee corporate land ownership has been verified in
numerous studies, historically and tuday.

In much of this region, purchase of land and mineral rights by absentee, cor-
porate interests began in earnest in the last half of the last century. Harry
Caudill, one of the best known writers of the region, describes the process in
this way, "After the Civil War indus“rialists were able to glimpse the outlines
of the nation's comirg growth and they foresaw the indispensability of Appalachian
coal. Agents of coal and iron companies and ambitious speculators moved in to
corner title to the mineral deposits the geologists had located."43 Throughout
much of the region, a rapid change in land ownership patterns occurred, often trans-
forming small agricultural and homestead holdings to large a»sentee and corporate
hands. The change was greatest in the Central Appalachian coalfields, though it
extended to Southern Appalachian timber stands and to other resources as well.
Historian Ron Eller describes:

By 1910 outlanders controlled not only the best ctands of
hardwood timber and the thickest seams of coal but a large per-~
centage of the surface land in the region as well. For example,

in that portion of western North Carol na which later became the
Great Smoky Mountains National Park, over 75 percent of the land




came under the control of thirteen coroprations, and one timber
company alone owned a third of the total acreage. The situation
was even worse in the coalfields. According to the West Virginia
State Board of Agriculture in 1900, outside capitalists owned 90
percent of the coal in Mingo County, 90 percent of the coal in
Wayne County, and 60 percent of that in Boone and McDowell coun-
ties, 84

Since the turn of the century, the land question has arisen again and again
in studies of the region. FPor instance, the report of the 1926 Preaident's Coal
Commission referred to the concentration of corporate ownership, observing that
the U. S. Steel Corporation and its subsidiaries owned 750,000 acres of coal lands
in Appalachia; Consolidation Coal owned 340,000 acres; and Pittsburgh Coal and
Coke, 164,000 acres (though, the Commission concluded, there were "relatively few
instancen where companies owned far in excess of what is needed to protect their
investmcnts.")45 In the 1930's, Watkins, a British analyst took a stronger posi-
tion: for the development of independent communities in Appalachia, he said, "3
necessary step...would seem to be much larger and stricter control over the owner-
ship of land, for in many cases the operating companies own all of the land within
cowvenient reach of the mines."

With the advent of the War on Poverty in the region in the 1960's, the issue
of ownership of the region's land and mineral wealth again began to be raised. In
every state in central Appalachia, studies of land ownership, varying in quality
and scope, questioned why such poverty existed amidst such land and resource

richness.

Kéntucky: One of the earliest such studies was done in 1969 by Richard Kirby
for the Appalachian Volunteers. Kir', ,egan his study with the observation,
"Poverty in the United States has alwvays seemed especially cruel and ironic
80 close to so much bounty. In eastern Kentucky, the paradox has yet another
layer of irony: some ot America's poorest people live literally on top of some of
America's richest land."48 Kirby then asked "Who owns east Kentucky?" and searched

for an answer in county tax records of eleven east Kentucky courthouses. In answer,

he found that some thirty one people and corporations owned about four-fifths of
eagst Kentucky 's coal. About 86 percent of the roal land was owned by abcentee
interests. While concentrated, absentee interests controlled the wealth, they re-
turned little in the way of property taxes to needy county coffers. About the same
time, a journalist for the St. Louis Post Dispatch found the same pattern of under-

taxation. In explanation, a Kcatucky tax commissioner was quoted as saying, "the
cnal companies pretty much set their own assessments.... We have no system for

finding cut what they own."49 .

128
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West Virginia. During the same period, thc theme of poverty-amidst-vealth
was again echoed in West Virginia. Writing in the New Republic, Paul Kaufman
observed that "West Virginia is notorious not for the money it gets but for the

money that corporations take out of it." Looking at the nine southernmost counties,
Kaufman found that "nine corporations own more than one-third of the land in these
countias, and the top 25 landow.ers control more than half.. Of the nine dominant
corporations, only one is a West Virginia company doing business principally within
the state." ~ About the same time 3 public intarest research team headed by Davitt
McAteer at thé West Virginia University Law School surveyed the top fourte:'n coal
procucing counties in the state, and founa a gimilar pattern: twenty five landowners
owned zpproximately 44 percent of the counties studied--yet payed only about one-
tenth of the real estate taxes.SI
Some five years after the McAteer study, Tom Miller, =a inve_tigative journa-

1ist for the Huntington Herald Dispatch conducted a further statewide search in

an attempt to answer the question, "Who owns West Virginia?". "Certainly not West
Virginians," he found," more than two thirds of the non-public land in the state

is controllqd by outside interests. These are giant fuel, transportation and ilumber
companies."sy‘ Combining mineral and surface rights, he found the problem to be
pervasive. "In almost 50 percent of West Virginia counties, at least half of the
land 1s owned by the out-of-state corporate interests."'53 Direct ownership of land,
he found, was extended through control of land and minerals by leasing: citing a

1971 report by the West Virginia Publi: Service Commission, Miller said thats thirteen
companies leased 3.8 million acres in West Virginia, and that the amount was climbing
by one-half million acres a year. The combination of ownership and leasing meant
that absentee landlords, "own o. control two-thirds of the land ir this mineral-rich
state." At the same time, "they reap the benefit of low tax assessments, often
paying as little as two cents per acre in annual property taxes for valuable coal,

timber or oil and gas holdings." sh

Tennessee: Tue patterns of concentrated corporate and absentee own>rship of
coal lands, accompanied by low tax assessments, have also been found in the Tennessee
coalfields. In 1971, a study by three Vand=chilt University students of the five
major coal producing counties in northeastern Temnessee found that nine large cor-
porations controlled 34 percent of the land surface, and approximately 80 percent
ot the coal wealth. Yet, in 1970, they accounted for less than 4 percent of the

property tax revenue of these counties. Most of the concentrated ownership was

‘h l‘)
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found in the portion of these counties with the major coal reserves,

remaining parts of the counties retained more dispersed, individual ¢

Virginia. The picture in th: southweatern Virginia coalfields ¢
A 1973 study there found that fifteen corpezations owned 602,283 coal
accounting for from 10 percent to 69 re-rent of the surface of the co
One company alone, Pittston Coal, owne 41 percent of this acreage.
study by Dr. Carol Schommer in 1978 documented the inadequate asaessm
lands in gouthwestern Virginia. Noting the incresse in the fair mar}
coal over the previous ten years, she found that the assessed value o
rigen. As in the case cf in the other coalfield states, concentrated .

ship carried with it underacsessment of mineral reser:ves.s'7

What do these studies tell us, in sum, of ownership patterns in 1
Appalachian coal counties? First, it must be recognized that the evic
present is still incomplete. The studies were done by different methe
ferent times, and for selected counties. They do not extend to many «
sections of the region, such as Alabama. Though the evidence 1s stil]
the picture it paints is a consistent one. It is a picturce of cencent
rate ownership, with a great extent of absentee owmership, In his stu
Amidst Riches: Why People are Poor in Appalachia, John Wells summarize
studies say: '"Corporate entities own at least 4,340,142 coal-rich acr
tral Appalachia. Of this total, the top five corporations have 1,594
37 percent; the top ten control 2,442,635 acres or 56 percent; the fif
own 2,977,798 or 68 percent; the twenty majors control 3,274,770 acres

of 75 percent:."s8 As for the rate of absentee ownership, more than 77
3,357,491 acres, is held by firms located out-of-state. This ranges f
37 percent in Tennessee to a high of 85 jercent in West Virginia., 1In

concluded, "We have found that a small minority ofgighty corporations

]
wealth, and that most of these are absentee...." -

Recreation and Tourism Lands

If the coalfields of central Appalachia are assoct‘ated with absent
rate owvaership, other parts of the reglon are atfected by abgenteeism ¢
sort: that connected with second homes and development of the recreatio

trade. Some two decades agr as part of a "definitive" study of souther
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SUMMARY

In sum, a review of previous studies around the nation and within the Appa-
lachian region suggests the importance of land ownership as one ingredient of
rural development. Again and again, the question of "Who owns the land?" emerges,
be it in reference to use of the land for agriculture, for energy, or for recreation
purposes. The debates on the national level over land ownership and land use are
mirrored in rural Appalachia, where a number of studies have examined ownership of
the region's farms, energy resources, and recreation areas. In general, in review-

ing these studies, we find:

1. Thcugh there have been a number of studies on ownership of rural
Appalachia, these have been localized, uneven in quality and varying in
approach., Remarkably little sy:tematic, comprehensive attention has been
paid to ownership questions. However, the smaller stud-.es have suggested
the importance of the land ownership question in the region, and have demon-~

strated methods for its study.

2. While the study of land ownership has been important but limited,
there has been even less systematic investigation into the consequences
of the ownership patterns. Many studies within the region have suggested
characteristics that go along with land ownership patterns--e.g. under-
taxation of mineral lands, loss of farms, drain of economic wealth, etc.
However, exactly what these impacts are and how they are (or are not)

related to the land ownership patterns need further examination.

This study, then, will turn to the two-fold task of 1) documenting ownership
pattems in rural Appalachia based upon an in-depth study of land records in eighty
counties in six central and southern Appalaschian states; and 2) examine the related
impacts of land ownership, particularly the areas of a) property taxation and delivery
»f services, b) economic development, c) agriculture, d) housing, and e) energy and

environment,

41
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CHAPTER I: LAND OWNERSHIP AS A NATIONAL ISSUE, AND AS AN APPALACHIAN ISSUE
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CHAPTER TI: Who Owns the Land and Minerals?
A Profile of Ownership Pat.cerns in 80 Appalachian Counties.

My wife was named Anna Morla. She was the third
daughter of a poor farmer and I was the third son of a
wealthy one, and our families lived near each other in a
mountain valley with a little river running through it,
one deep enough for swimming, an idyllic place, and that
river was our courting road, our site of poetry and dream-
ing.... And when finally we ran off and got married, my
father on our return, after much lecturiag in his anger,
did let me have sixty rocky acres of land for my own, and
did come together with others of that mountain community
to build us a small house, and did lend me a plow and a
hoe and an ax and a cow and an ox, so in April we took our
broken things to our own land and built our first fire in
our own place together.

~-John Ehle, Time of Drums, 1970

The image of Appalachia as the land of rvzged individuals, owning and
working relatively small family holdings, is a strong one in the literature about
the region. But unlike the young couple in Ehle's novel, today the image for so
many remains a dream. The reality, documented in this study, is one of a region
where the ownership of land is concentrated in a relatively few hands, dominated
by abrentee and corporate holders, with little available for local families to
work, farm or otherwise to enjoy.

For this study, data was collected on the ownership of over 20 million acres-—-

13 million acres of surface rights and 7 million acres of mineral rights--in 80
Appalachian counties spanning six states. Using county courthouse records, the
information was gathered on over 55,000 parcels of property, owned by some 33,000
owners. To the knowledge of the Land Ownership Task Force, this data bank is the
largest ever collectzd on the ownership of Appalachia, and ssibly of rural
America. As such, it will help to fill the information gap on land ownership
which has been described in earlier chapters. (Tables I1I-1 and I1-2 examine the

number of surface and mineral acres examined ir each state.)#*

*Using 1978-79 property tax records, this survey recorded all corporate,
public and absentee owners above 20 acres and all local individual owners above
250 acres in the unincorporated portions of the county. Percentage figures refer
either to the percent of the land in the survey, ov the percent the survey repre-
sents of the total county surface. {The survey covered 53% of the total surface
of the 80 counties.)

.
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Before providing more detailed findings of this ownership survey, a thumbnail

sketch can give the basic picture:

The ownership of Appalachia's land is highly concentrated in a few hands.

Only 1% of the local population,along with absentee heliders, corporations, and
government agencies, control at l.ast 53% of the total land surface in the

80 counties. This means that 992 of the population owns, at most, 47% of the
land. Of the twenty million acres of land and minerals owned by over 30,000
owners in the survey, 41%--~ver 8 million acres—-are held by only 50 private
owners and 10 goverr .ent agencies.

Appalaciia's resources are absentee owned. Of the 13,000,000 acres of surface

sampled, 72%-—almost three~quarters--was owned by absentee owners; 47% by out-of-
state owners and 25% by owners residing out of the county of their holdings, but
in the state. Four-fifths of the mineral rights in the survey are absentee owned.

Increasingly, large corporations dominate the ownership picture. Almost 40%

of the land in the sample, and 70% of the mineral rights, are corporately held.
Forty-six of the top 50 private owners are corporations, among them some of the
largest corporations in the country. (See Tables 13 and 14 and “ection C
in this chapter for a profile of these owners). While some 45% of the land in
the sample is owned by individuals, well over one-half of :his is owned by ab-
sentee individuals. The remaining portion of the land in the sample (i6%) is
owned by government and non-profit bodies--ten government agencies account for
97% of this public ownership.

For many areas of Appalachia, who owns the mineral rights is just as importan+
as who owns the surface. Despite the fact that millions of acres of minerai rights

in Appalachia are simply not recorded for tax purioses, the study discovered al-

most 7,010,000 mineral acres, equal to 28% of the total surface area of the 80 coun
ties. A large portinn of these mineral vights is held separately from the surface

land, and bought or sold as a separate commodity, consequertly having major impacts i

i
f

on the use of the surface land.
The remaining portion of this chapter will examine these ownership patterns
more closely, looking not only at their extent, but also at where in Appalachia

each pattern is most likely to occur. 1In the following chapters, the report will

then turn to an examination of the ‘mpact of these patterns on rural Appalachian ’

communities.
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SURFACE ACRES OWNED BY TYPE OF OWNER

TABLE 11-1
State Number of Acres Number of Acres Number of Acres - TOTAL
Individual Corporate Government/
Private Non-Profit

«.abama 2,003,106 1,260,162 313,487 3,576,755
(56%) (35%) (97%) (100%)
(28%) (18%) (4%) (50%)

Kentucky 708,262 665,517 208,423 3,582,262
(45%) (42%) (13%) (100%)
(23%) (21%) (7%} (51%)

North Carolina 601,579 267,761 592,087 1,461,427
(41%) (18%) (41%) (100%)
(21%) (9%) (20%) (50%)

Tennessee 1,118,457 1,041,212 281,165 2,440,R34
(46%) (43%) (11%) (100%)
(29%) (277%) (7%) (63%)

Virginia 900,581 539,140 389,987 1,829,708
(49%) (30%) (217%) (100%)
(26%) (15%) (11%) (52%)

West Virginia 593,485 1,369,203 352,659 2,315,347
(26%) (59%) (15%) (100:)
(13%) (30%) (8%) (51%)

TOTAL 5,925,470 5,142,995 2,137,868 13,206,733
(45%) (39%) (16%) (1007)
(24%) (217) (8%) (53%)

1. The percent in the upper bracket refers to the percent of the land sampled for each state.

2. The per cent in the lower bracket refers to the percent of the total surface in the sample counties

: in each state.

Source: Appalachian Land Ownership Study, 1980. r
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TABLE II-2 MINERAL ACRES OWNED BY STATE AND TYPE OF OWNER
’ 1
| State Number of Acres Number of Acres " Number of Acres TOTAL
l Individual Corporate BGover“ment/ i
| ! Private Non-Profit . .
i T 1—- { ~
! Alabama 710,839 870,073 | 716 1,582,528
? : (452)1 (55%) l (.Q52). ; (1002) [
: g (107)2 (12%) B (ax) (222)
_ Kentucky 3 246,772 357,576 11,182 . 615,530
| (40%) (582) ‘ (2%) (1002) ;
t ' 19
!r* (%) (11%) ‘1 (.4%2) [ (19%) |
North Carolina 128,671 78,659 ; 0 b 207,330 |
| (62%) (38%) 0 . (000 |
X (42) (3%) : 0 . %
) : 1
! Tennessee 202,753 435,046 ' 0 637,799 t
! (32%) (68%) 0 (1002) |
i (5%) (11%) ; 0 (16%) ‘
! Virginia 96,180 557,588 } 0 653,768 !
? (15%) (85%) i 0 (100%)
P | (3%) (16%) i 0 (19%
: ' " * 2
' West Virginia 774,032 2,458,299 : 27,345 o3 5(%%15 ,
: (24%) (752) n £1%) i (737
\ 1 (17%) (55%) ! (1%) , 4
: " | !
i
! TOTAL : 2,159,247 4,758,141 } 39,243 | 6,956,631
: £31%) (68%) ' (1%) (100%)
(9%) (19%) | (.22) (28%)
l. Percent of mineral acres samples in state
i. Percent of totyl surface acres in sample counties in each state

Sonrce*

— —B1—

Appalachian Tand Numershin Studv.

19¢0.

Kentucky total does not include mineral acres in several counties not available at the time of study,
These were lacer obtained and are included in county profiles.

52—
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Concentration of Ownership

Of all of the indicators of land owmership, perhaps the most significant is
concentration--the degree to which land is held by a relatively few owners, or
the degree to which it is dispersed among the many. From other studies, one can
sugpect that the greater the concentration of land ownership in an area the great-
er the ability of a few owners to dominate tbz area's development; the more dis-
persed the ownership the more likely that economic power will be dispersed. The
extensive study of land ownership in California, The Poiitics of Land, argued, for

instance, that "almost by definition, highly concentrated ownership and control of
land mean more political and economic power and greater ability to oppese contrary
interests than do widely diffused ownership or control. Large landholders direct
a greater portion of their earnings toward political ends than do smaller holders.
And the large owner's land use decisions have greater public impact, thus giving
him greater bargaining power with officials.“l

In this study, measures of concentration will necessarily underctate the ex-
tent of concentrated ownership actually present. First, the concentration of
ownership can be given only amongst the owners sampled, not for all owners in a
county (as this informati-n was not collected). Secondly, on the aggregate level,
it was not always possibie to combine all parcels owned by thz same owner, across
all counties, due to ownership under different names (though this was attempted
where possible).

Despite the methodological problems, the point stands clear: the ownership
of land in Appalachia is highly co- -entrated in relatively few hands. The top
1% of the owners in the sample ow +47% of the land in the sample--over 1,400 times
what is owned by the bottom 1% of the owners in the sample. The top 5% own 627%
of the land, contracted to the bottom 5% who own .25%,or about 250 times less than
what the top 5% own. The top ..alf of the owners in the sample control 947 of the
land, the bottom half control under 6%. (See Table IV-3)

TABL® I1-3 Concentration of ~ mership: Surface Acres

Percent of Percent of Percent of Concentration
Owners in Surface Acres Total Acreage Index*
Sample in Sample in 80C Survey
Counties .
Top 12 43.5 21.9 1,450
Top 52 62.2 31.3 249
Top 25% 84.9 42.7 45
Top 50% 94.4 47.4 17
Bottom 1% .03 .02 =
Bottom 5% .24 .13 -
Bottom 25% 1.9 .95 -
Bottom 50% 5.6 2.82 -

* % of acres in the sample owned by top X% of owners, divided by % of sample
owned by bottom X% of owners.

=1
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the ownership data for mirersis is more incomplete than the data
Nevertheless, the pactern of ¢ ncentration remains. The top 17 vt )
mineral owners control 30¥ of the mineral rights in the sampie--some
greater than what is owned by the bottom 1% of the mineral owners. 1
of the recorded mineral owners own 622 of the recorded minerals; the

97%.

Table I1..4: Concentration of Ownership: Mineral Acres

Percent of Percent of Mineral Acre: Cor
Owners in dMineral Acres As Percen: of Inc
Sample in Sample Total 3urface
Land
Top 1% 302 92 )
Top 5% €27 17%
Top 25% 902 252
Top 50% 972 275
Bottor 1% .002% .N006
Buttom 5% .05% .01
Bottom 252 .B6% .08
Rottom 502 3.2% .89

*Percent of samp.2 owned by top X% of owners divided by percent of
owned by bottom X% of owners.

In order to make comparisons amcngst counties and types of coun
possible to develop ar index which measures the degree of concentrat
cal of land and minerals among owners. For the study, several such
calculated.2 The simplest, however, is obtained by dividing the per
owned by the top X percent of owners by the percent of land owned by
X percent of owners. The higher the index, the greater the concentr
lower the index, the lower concentration. For instan.e, in the over
top 25% of the owners own 85% of the land; the bottom 25% own 1.9%,
of concentratic (at tne 25% level) is 45, For the recorded mineral
index is 136.0.

Using this index (at the 25X level), one finds that land ownei:
concentrated in the counties with the highest coal reserves: In the
the top 25% of the "andholders own 5¢ times the lanéd owned by the «
of the owrers in t..e sample. This may be contrasted with the count:
kno'm coal reserves, where the index is 31. For counties with a hi;

of tourism as its economic base, the index is 40. For the high ag:.

e
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i counties, the concentration of ownership is luwest. There, the top 25% of the

owners own 35 times that owned by the lowest 252 of the owners.

Table 17-5: Concentration of Ownership ir 80 Appalachian Counties

CONCENTRATION OF LAND CONCENTRATION OF MINERALS

Percent of Land Percent of Land Percent of Minerals Percent of Minerals
] Owned by Top 25%  Owned by Bottom 257  Owned by top 252 Owned by Bottom 25%
of Surface Owmers of Surface Owmers of Mineral Owmers of Mineral Owners

‘ 100%

107

—1 0z —
! (852) (2.0%) (90%) 0.7%)

Using the index, it is also possible to identify counties where concentra-
tion is like’vw to be high, and thus where a few landholders are likely to be
able to dominate the county's d= :lopment. (See Table II-6). In six counties—-
Swain, N.C.; Raleigh, W. Va.; Harlan, Ky.; Wisé, Va.; Sequatchie, Tn.--the index
is over 100, i.e. the top 25% of the owners own over 100 times what the bottom
25% own. In 28 of the 80 counties, or 35%, the top 25% of the owners own 50 times
that of the bottom 25% of the owners. Five of the top six counties are in the

coalfields, primarily with corporations as large owners. Swain County, where

)




Table 11-6:

A.

@Goncentration of Land Ownership: Most Concentrated and Most Dispersed Counties*

Most Concentrated Land Index o

Ownership Patterns—-Top
29 Counties in Sample

1
2.
3

[
=
.

Swain, NC - 150
Raleigh, VA 135
Harlan, KY 116
Kanawha, West Va. 115
Wise, VA 108
Sequatchie, TN 103
McDowell, W. Va. 96
Logan, W. Va. 89
Bell, KY 87
Van Buren, TN 86
Campbell, TN 83
Scott, TN 78
Mingo, W. Va, 66
Mitchell, NC 65
Marion, IN 62
Dickenson, VA. 61
Avery, NC 61
Braxton, W. Va. 60
Anderson, TN 59
Walke:; Ala. 57

Conce tration
]

B. Most Dispersed Land
Ownership Patterns--Top
20 Counties in Sample

1. Mineral, W. Va.
2. Ashe, NC

3. Jefferson, W. Va.
4. Watauga, NC

5. Ohio, W. Va.

6. Russell, VA

7. Allegheny, NC
8. Marrow, W. Va.
9, DeKalb, Ala.
10. Lincoln, W. Va.
11. scott, VA
12. Blount, Ala.
13. Henderson, NC
14. Lamar, Ala.

15. Roane, TN
16. Madison, NC
17. Breathitt, KY
18. Wayne, W. Va.
19. Knox, KY

20. Lee, VA

Index of
Concentratio:

9.0

9.6
11.0
11.1
11.5
11.7
11.9
13.7
14.7
15.8
17.3
19.2
19.2
19.5
19.8
19.8
20.9
21.0
22.2
22.8

* The Concentration Index is the percent of the sample owned by the top 25% cf owners divided by percent of

The correlation between this measure and the more complicated
Gini coefficient, which was also computed is high: .735 at the .0C1l level of probability.

sample owned by the bottom 25% of owmers.

Source:

Appalachian Land Ownership Study, 1980




concentration is highest, is affected by the vast holdings in that county.

By no means is the concentration index as high for all of the counties sur-
veyed., In 16, or 20%, of the counties surveyed it is under 20. In two counties--
Mineral, West Virginia and Ashe, North Carolina, it is under 10. In other words
in these counties we can find a relatively equal distribution of land. Both of
these counties lie outside the coalfields, have little government ownership, and
are principally agricultural in base. Both, however, are seeing increasing

second home and corporate buying.

Absentee Ownership

A private owner will use something, take care of it and
keep it. But a large corporation does not have the same feel-
ings. Nearly all of these corporations are absentee and their
purposes are explriting the land. When the coal is gone, there
won't be much left.

--a Harlan County resident

Like concent:-ation, the resideace of an owner can be highly significant in
determining tne impact of ownrership patterns in a local community. In this
study, residence refers to whether an owner lives in the county, out of the
county but in the state, or cut of the state altogether. All owners living out
of the county iR which thcir property was located were defined as being absentee.
Not only are Appalachia's land and mineral resources tightly held, they are also
held primarily by absentee owners.

The extent of this absentee ownership in the region is enormous, beyond
even what the previous studies of land ownership in Appalachia might have sug-
gested. Of the 33,465 owners in the survey, 81%, controlling 727 of the acreage
sampled were non-local. Some 47% of the land sampled was owned by out-of-state
owners: 25% was owned by oyners living in the state but out of the county.
Altogether, this absentee owned land in the survey is equivalent to 36% of the
total surface of rhe land in the survey area. (See Table [1-7)

The pattern of absenteeownership persists--and grows stronger--when mineral
rights are considered. Of the almost 7 million acres of mineral rights in the
sample, 797 are absentee owned--52% by out-of-state owners and 27% by in-state/
out-of-county owners. Expressed in terms of the land surface in the survey arca,
227% of the total area of the 80 counties is underlain with absentee owned minerals
(and this, it should be remembered, ircludes only those mineral rights which are
recorded.) When mineral and surface acres are combined, one finds that 15.1
rillion acres, or some 75% of the acreage surveyed is absentee owned.

"oy

YOy



TAR"E II-7:

ABSENTEE OWNERSHIP OF SURFACE ACRES AND MINERAL ACRES, BY STATE

. %;—~ Lvurce: nppalacuran Lauy Owhership—wcudy,~x30, —

e

SURFACE MINERAL
ACRES ACRES
STATE Surface Acres | Surface Acres TOTAL Mineral Acres Mineral Acreas TOTAL
Owned By: Owned By: Surface Acres Owned By: Owned By: Mineral Acres
Out-of-State Out-of-County, | Absentee--Owned Out-of-State Qut-of-County, | Absentee-Owned
Owners In-State Owners In-State
Ovners Owner
Alabama 1,281,170 1,147,225 2,428,395 605,257 724,507 1,329,764
(362)1 (32%) (68%) (38%) (46%) (84%)
(18%)2 (16%) (34%) (9%) (30%) (19%)
Kentuck, 878,894 363,624 1,242,518 342,417 151,244 493,661
(56%) (23%) (79%) (56%) (25%) (81%)
(28%) (12%) (40%) (11%) (5%) (16%)
North Carolina 970,162 319,338 1,289,500 127,705 66,348 194,053
(66%) (22%) (88%) (62%) (32%) (94%)
(33%) (11%) (447%) 4%) (2%) (6%)
Tennessee 905,749 788,384 1,094,133 329,599 203,084 532,683
(37%) (32%) (697% (52%) (32%) (84%)
(23%) (20%) (43%) (8%) (5%) (6%)
Virginia 991,509 314,638 1,306,147 429,132 127,483 556,615
(54%) (17%) (71%) (66%) (a7%) (83%)
(28%) (9%) (37% (12%) (47%) (16%)
West Virginia 1,206,539 384,070 1,590,609 1,781,870 632,522 2,414,392
(52%) (17%) (69%) (55%) (19%) (74%)
(27%) (8%) (35%> (407) (14%) (54%)
TOTAL 6,234,023 3,317,27S 9,551,302 3,615,980 1,905,188 5,521,168
(47%) (25%) (72%) (52%) (27%) (79%)
(25%) (13%) (38%) (14%) (8) (22%)
. ( %) represents p.rcent of surface acres in the sample for that state.
2 (%) represents percent of total surface acres in the survey counties in that state. E;()
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The vast majority of these ahsenteeowners--877Z of them--are In the category

of relatively small owners, owning between 20-250 acres. However, the total
acreage these small owners control is relatively low--representing only 18% of

the absentee owned acres in the sample. In fact, when acres controlled are
examined rather than number of owners, one finds that as the holdings in Appala-
chia get larger and more concentrated, so also are they more likely to be absentee.
Of holdings between 20 and 500 acres, 64% are locally held. But, of holdings
above 1,000 acres, the reverse 1is true--75% of them are held by out-of-state

or out-of-county owners,

From previous studies of land ownership in Appalachia, one might have expected
absentee ownership to predominate primarily in the major coal counties. The expecta-
tion does not hold. Absentee ownership is pervasive throughout the region, regard-
less of the rural economic base. In fact, of the counties with no coal reserves or
only minimal coal reserves,73% of the land is absentee held, compared to 72% for
the major coal counties. Outside the coalfields, absentee coal owners are replaced
by giant timber companies, federal holdings, second home owners or recreaton
developers.

In one~-fourth of the counties in the study, the absentee owned land in the
sample represented over one-half of the total land surface in the county. The
counties are indicative of the kinds of absenteeism found throuighout the region.
(See list of these counties in Table II-8 ). In Swain County, vast federal holdings
are joined by corporate developers and second home owners to leave little land held by
local individuals: in that county, for instance, 80% of the land is in the hands
of the federal government. Of the remaining land, 23% is owned by 21 companies,

15 of which are Florida based land developmeni companies; and 40% is owned by
out-of-county individuals. In the plateau counties of Sequatchie and Van Buren
in Tennessee, the holdings of one timber company, J. M. Huber Corporation, account
for much of the absentee owned land. 1In the mountainous coal regions of McDowell
and Mingo or Logan conties in West Virginia; Knott, Harlan and Martin, Kentucky;
Wise, Virginia or Campbell, Tennessee, absentee based coal and energy companies

dominate the scene.

vl




Table II-8; Counties with Greater than 50X Absentee Ownership of County Surface
Percent of County Percent of Sample Number of }_
County Surface Absentee Absentee Owned dAbsent ce
Owned Owned Acrer |
1. Swain, NC 94.0 99% 315,139
2, Sequatchie, TN 81.1 98% 141,692
3. McDowell, W. Va. 79.3 94% 270,647
4, Mingo, W. Va. 67.9 90% 183,717
5. Van Buren, TN 66.8 1% 108,578
6. Clay, NC 63.6 97% 85,048 |
7. Logan, W. Va. 63.0 71% 149,891 f
8. Marion, TN 62.9 85% 203,864
9. Dickenson, VA 60.6 927 128,845
10. Campbell, TN 58.3 76% 168,299
11. Shelby, Ala. 58.0 87% 297,026
12. Knott, KY 57.6 82% 131,195 l
13. Harlan, KY 57.6 78% 172,757
14. Martin, KY 57.2 91% 84,590 ‘
15. Bledsoe, TN 56.8 75% 146,946
16. Winston, Ala. 56.1 867 206,202 I
17. Morgan, TN 55.9 817% 192,925
18. Jackson, NC 55.3 897 173,700 1
19. Wise, VA 54.6 85% 143,723 |
20. Scott, TN 52.6 707% 181,217
21. Bland, VA 51.4 13% 123,080

Source: Appalachian Land Ownership “tudy, 1980
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Corporate Ownership of Land and Minerals

"Somewhere we lost ourselves. I think it was when

the companies bought up the land."
--A West Virginia farmer

The largest, anh most likel to be absentee, of Appalachia's non-government
owners are corporations. Altogether, corporations own 5,142,995 acres of the
land surveyed, amounting to 20Z of the land mass in the eighty counties. The
corporate land is held by some 3100 owners, with a relatively large average
holding of 1,660 acres each. Of these 3,100 companies, the top 46 own 56% of
all of the corporate lard in the sample. 1In 24 of << 80 counties, corporately
owned land accounted for more than 50% of the surface acres surveyed.

In addition, the corporations own 4,758,141 acres of mineral rights, repre-
senting 682 of the mineral rights surveyed. Expressed as percent of the surface
land in the counties, these corporately-held mineral rights underlie 197% of the
surface, The mineral rights are held by fewer owners and in larger parcels than
the surface. Only 1,100 owners own this almost 5 million acres of minerals, an
average plot of 4,087 acres. Ove.all, in 46 of the 64 counties where data on
mineral wea.th was recorded, corporations own cver one-half of the mineral aczes.

While much of Appuiachia'’s land and mineral wealth is thus corporatciy owned,
little of it 18 held by local businesses. Of the just over five million corporate
acres in the survey, 84% are absentee owned; 60% by out-of-state owners. For
the mineral wealth of Appalachia, the relationship between corporatism and absen-
teeisn increases, Of the 4.8 million zcres of corporately owned mineral acres in
the survey, 89% are absentee owned; 62% by out-of-state corporations.a These
absentee corporate owners are also likely to be the larger of Appalachia's owners.
Overall, 46 of the top 50 owners in the survey are corporations--only two of them
have their head office in the county in which their major holdings are found.
While the average plot of land held by locally owned corporations is only 75 acres,
it 1s 1,400 acres for the out-of-county corporation and 2,670 acres for the out-
of-state corporations.

While abserntee ownership is found to be pervasive throughout the region, cor-
porate ownership is more predominant in certain pottions of the region
than in others. In the "high coal" counties in the sample, 50% of the land in
the sample is corporately held, compared to 31% in the high agricultural counties,
and more than double the rate of corporate ownership in counties with tourism as

its base. (See Table II-9). Not only do the coal counties have greater corporate
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ownership than the other county types, but the level of corporate ownership also

increases with the level of coal reserves. In the high coal couaties, with over 100
million tonsin reserves, 50% of the land in the sample is corporately held. In l
the medium coal counties, with 10 to 1,000 million tons of known reserves, 31Z of
the land in the sample is owned by corporations; and in the counties without coal
resources, 20%--only two-fifths the rate of corporate ownership in the high coal l
counties. The same pattern is true for mineral rights. Four-fifths of the

mineral rights in the survey are found in the 33 counties with a high level of

known coal reserves. Of these, 722 are corporately held.

Table 7.9, Ownership Patterns by Nature of Owner and by Type of County

Type of Acres Owned Acres Owned Acres Owned
County by by by Government/ TOTAL

Individuals Corporations Private Non-

Profit Owners

High Coal ©,920,090 3,652,272 752,919 7,325,281
Counties (4055 + (50%) (1C%) (100%)
(33) (212)« (27%) (6%) (54%)
High Agri- ’,109,262 1,775,043 928,402 5,812,707
culture (532) (31%) (16%) (100%)
Counties (25%) (15%) (8%) (48%)
(30)
High 1,871,352 882,717 1,098,548 3,852,617
Tourism (48%) (23%) (29%) (100%)
Counties (29%) (147) (17%) (60%)
as) i l i

1. Percent of land in sample for that type of county.
2. Percent of total surface in counties of that type.
3. Number of counties in sample,

High coal counties have xnown reserves greater than 100 million tons.

High agriculture counties have annual sales of over $5 million (based on
1974 Census of Agriculture).

High tourism counties have more than 25% of their service industry in tourism
and recreation oriented services (based on 1974 Census of Services).
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If corporate ownership of land, with its related characteristics of beilig
absentee held and in large plots, is most likely to be extensive in counties with
the most coal reserves, a list of the 10 most corporately held counties in the
sample should come as no surprise. (See Table II-10). Four of the top five most
corporately held counties are in southern West Virginia, the so-called "heart
of the billion dollar coalfields." In these four counties, almost 90% of the
land in the sample is corporately held, accounting for over two-thirds of all
of the land in those counties. Campbell County, Tennessee is dominated princi-
pally by one corporate owner, Koppers Company of Pittsburgh, which owns 96,000
acres in the county which it plans to develop for synthetic fuel production.

Wise County, Virginia and Harlan County, Kentucky, are owned by an assortment

of coal landholding companies and Shelby County, Alabama, by the vast holdings

of four paper companies, U. S. Steel, and Southern Railroad. Of these 10 most
corporately held counties, only Van Buren and Sequatchie, Tennessee do not appear
in the list of counties with high coal reserves, though they are affected by the
ownership of the J. M. Huber Corporation, a timber concern and the largest corpo-

rate holder found in the survey.

Table II-10: Counties with Major Corporate Ownership of Surface Land

COUNTY Percent Percent Number of
of of Corporately Owned
County Sample Surface Acres
1. McDowell, W. Va. 75.9% 89.9% 258,984
2. Logan, W. Va. 67.2% 92,6% 196,239
3. Raleigh, W. Va. 64.4% 91.8% 249,334
4, Mingo, W. Va. 62,5% 82.67 - 169,228
5. Sequatchie, TN 60. 67 68.2% 105,923
6. Campbell, TN 57.5% 75.3% 166,000
7. Harlan, XY 55.22 74.7% 165,733
8. Van Buren, TN 50L.97% 63.3% 2,719
9. Shelby, Ala. 45.7% 68.7% 233,527
10. Wise, VA 45.2% 70.2% 118,944

Source: Appalachian Land Ownership Study, 1980.
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In the case of minersl rights, corporations may own several scams of minerals

at varying depths. When the acreage of these seams is combined, the result is
greater than 1002 of the total surface acres of a county. Thus, in looking at the
10 counties with the highest degree of corporately held mineral rights (Table II-.J ,
one can see that in Lincoln and McDowell counties, West Virginia, corpor’ =1y ouwmed
mineral rights are equivalent to 1202 and 105%, respectively, of the total land !
surface in each county! One can also see that 8 of the 0 counties with the great-
est degree of corporation ownership of minerals ar : in West Virginia. More than
anything, this may be due primarily to the fact that the mapping of mineral rights
for tax purposes is more extensive there than in other states. As discussed ear-
lier, in many counties, mineral rights simply m.s not be reported to the assessor,
or if they are, they are vastly undersiated. In Perry County, Kentucky, for in-~
stance, the Kentucky River Coal Company reports owning 26,272 acres of coal for
tax purposes, while in actuality it owns over 75,000 acres of minerals in the

county.

Table II-11: Counties with Major Corporate Ownership of Mineral Rights

County Corporate Mineral |Cecrporate Mineral TOTAL
Acres as Percent |Acres as Percent of Corporately !
of County Surface |Mineral Acres Sampled| Owned i
Mineral Acres
1. Lincoln, W. Va. 120.4 91.8 337,385
2. McDowell, W. Va. 104.9 86.2 357,935
3. Mingo, W. Va. 97.5 §5.9 264,046
4. Marion, W. Va. 89.7 83.1 178,519
5. Raleigh, W. Va. 87.1 88.7 357,272
6. Logan, W. Va. 84.8 74.3 247,595 |
7. MarslLall, W. va. 77.7 99.1 151,219
8. Ohio, W. Va. 77.1 39.2 52,284 I
9. Dickenson, VA 71.7 96.2 152,422
10. Buchanan, VA 65.5 74.6 213,165 !
11. Martin, KY 59.6 60.2 88,070 |

Source: Appalachian Land Ownership Study, 1980.




Regardless of the case of underreporting by corporations of their minerals,

the case studies make clerr that the ownership of minerals underground may
strengthen and expand the corporate contrcl gained through surface ownership. In
the case of Lincoln County, West Virginia for example, corporations own only 10%
of the surface in the county, while they control mineral acres equivalent to 120%
of the county's total land mags--and the cot ity has suffered, as a consequence,
the same negativa impacts experienced by counties with extensive corporate domi-
nation of surface lands. Of the 64 counties in whi<h minzral rights are recorded,

bowever incompletely, corporately controlled mineral rights represent a greater

degree of tne county's surface than does corporately held land in 26 of them.

Because the ownership of minerals may extend the control of an area gained
through surface ownership, the two may be combined to give a more complete Index
of Resource Control (the percent of surface owned + percent of minerals, expressed
as percent of surface).6 The Index for corporate ownership is 39, meaning that the
combined mineral and surface ownership of corporations in the sample is equal to
39% of the total surface of the 80 counties. For the counties with the greatest
known coal reserves, the Index rises dramatically to 56--i.e. corporately owned
surface-and mineral acres are equal to well over one-half of the total land mass
in thes¢ counties. Tn eight of the counties, the combined surface and recorded
mineral acres owned by corporations is equivalent to 1002 or more of the coun- 's
surface acres. These are McDowell, W. Va, (181)° Mingo, West- Va. (161); Logan,
West Va. (152); Raleigh, W, Va. (151); Lincoln, W, Va. {130); Dickenson, VA (115);
Sequatchie, TN (104); Martin, KY (100%).

C. A Profile of the Ton Corporate Swners

Who are these top corporace owners of Appalachia? Tables I1-13 and I1-14
provide a 1listing of the 50 top non-governmental surface and mineral owners in
the survey.7 Twenty-four of the top mineral owners are not among the large sur-
face cwners. Together, *hese 4 top private owners ( the 50 surface and mineral
owners and the 24 additional holders of minerals only) controsl almost one-third
of the 20,000,000 acres surveyed. Of the top 50 surface holders, 46 are corpo-
rations, owning 2,884,569 acres——over half what is owned by the 3,100 corporations
identified in the survey. Of the top 50 mineral owners, 42 are corporations,owning
2,815,790 mineral acres or 60% of all the corporately held minerals in the sample.

ol
V-4




TABLE II-12

Top " 2rivate Surface and Mineral Owners
By Type of Business Acvivity
Number of Number of )
Surface A~res Mineral Acres (
K
»
Coal and coal lands 764,333 755,928 '
(25.47) 1 (2¢4,42)
(17 - (14)
011, gas, other energy 294,323 945,375
(9.82) (30.52)
(6) (8)
Wood and timber 898.158 151,562
products (29.92) (* 9%)
(9 (3)
Steel and other metals 444,910 317,531
(14.8%) .10.2%)
(5) (6)
Railroads 255,280 326,232
(8.5%) (10.5%)
(2) {4)
Miscellaneous 227,559 219,162
Corporatiuns (7.6%) (10.32)
€)) (7)
Individuals 121,753 279,706
(4.0%) (9.0%)
(4) (8)
TOTALS 3,006,322 3,09 ,49.,
(100.0%) (99.8%)
(50) (50)

————

1. Percent of total surface o;-

<. Number of holders,

mineral acres held by top 50 holdc.rs.

Source: Appalachian Land Ownership Study, 1980.

RS



62

Some of these large owners in Appalachia represent the largest and most
well-known corporations in America. Others are relatively small and anonynous
nationally, yet like the larger corporations they possess through their vast
holdings tremendous ability to irfluence both the exploitation of nationally-needed
resources and the course of community development where their holdings are located.
For this reason, public policies in Appalachia must take 1into consideration the
plans and powers of the corporate owners of the region's land ..d mineral wealth.
In order to do so, knowledge of who these m-jor corporate owners are and why
they are holding the resources is essential.

As can be seen in Tuble II-12, of :he top 50 surface owners, 9 are wood and
timber companies, owning an average of almost 100,000 acres each. The next largest
ownets of surface lands are companies whose principal business is coal mining or
holding coal lands. Some 17 of these coal companies own 764,323 acres, followed
by steel and other metal companies (444,910 acres), oil, gas and energy companies
(294,323 acres), railroads (255,286 acres), miscellaneous corporate holders (227,559
acres), and individuals (121,753 acres).

For the mineral owners, the picture changes--oil and gas companies account
for 910,309 acres of mineral rights, most of which are not oil and gas, but coal.
Coal and ccal land companies come next with 764,609 acres; rallroads have 326,232
acres, and steel companies 257,331 acres. Timber companies, who are principal
surface owners, have far fewer acres of mineral rights recorded on the books (though
they may, in fact, own them).

A better understanding of these corporate holdings can be gained by looxing
more in depth at each corporate type.

Coal and Coal lands

When surface and mineral acres are combined, 17 coal mining and coal land
owners own 1,520,261 acres. The surprising characteristic of these owners is
thet only three: Pittston, Alabama By-Products, and Blue Diamond Coal Company
are engaged primarily in the business of mining coal. The others gimply lease
their land and minerals to coal operators who do the mining.

I 196., Dun's Review of Modern Business wrote of these coal land corpo-
rations, "for all their small numbers...these coal royalists hold what may be
one of the most lucrative investments in all of }'m:er:i.c:-.l."‘8 The "coal royalists,"
as they are called, simp’v oversee their land ( usually through a local managet )
negotiate leases and collect the royalties, currently as high as $2.00 .o $3.00

per ton. The companies who lease the land for the mining incur most of the
risks.

RY



TABLE 11-13

50 Top Surface Owners

In 30 Appalachian Counties

NAME ADDRESS OF HEADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL SURFACE PRINCIPAL LOCATION
OF COMPANY COMPANY ACRES OF HOLDINGS
1. J. M. Huber Corp. Rumson, New Jersey diversified pro- family 226,805 Tennessee,
ducts, expecially Kentucky
timber & wood
prodicts
2. ,Bowaters Corporation London, England wood products public 218,561 Tennessee
(Hiwassee Land C
3. N & W Railroad Roanoke, Virginia railroad, public 178,481 West Virginia,
(Pocahontas Land & transportation Kentucky,
Pocahontas-Ky) Virginia
4. Koppers Co. Pittsburgh, PA diversified public 169,796 Tennessee
chemicals &
metals, coal
gagsification
5. U. S, Steel Pittsburgh, PA steel public 168,911 Alabama, Kcntucky
Tennessee,
West Virginia
6. Georgia Pacific Atlanta, GA wool products public 139,441 West Virginia,
Virginia,
Kentuck,
7. Pittston Corporation New York, NY coal public 137,650 Virginia
8. Tenneco, Inc. Houston, TX oil, land, public 98,751 Alabama
(Tennessee River, Paper packaging
and Pulp) .
[
71 &

Source: Appalachian Land Ownership Study, 1980.
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In 80 Agpalachian Counties

Page
NAME ADDRESS OF HEADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL SURFACE  PRINCIPAL LOCATION
OF COMPANY COMPANY ACRES OF HOLDINGS
9. Continental 0il Stamford, Conn. oil, gas, petro~- public 84,403 West Virginia,
(Consolidated Coal Co.) chemicals, coal Virginia,
Kentucky
10. Gulf States Tuscaloosa, :la. puper & wood public 78,054 Alabama
products
ti. Chessie Systems, Inc. Baltimore, MD holding company, public 16,805 Keatuczky,
(Western Pocahontas, transport, West Virginia
C&0 Railroad) petrochemical
12, Weyerhauser Seattle, Washington wood products public 65,005 Alabar .
13. Coal Cceek Mining & Manuf. Knoxville, TN coal and land private 64,3574 Tennessee
14. Champion International Stamford, Conn. building materials, public 63,405 Alabama,
paper, furniture North Carolina
i5. Penn Virginia Corp. Philadelphia, PA coal land public 62,893 Virginia
16. Berwind Land Co. Philadelphia, PA coal and natural private 60,881 West Virginia,
(Kentlead Company) resources; other Kentucky
diversified Virginia
products
17. Kentucky River Coal Lexington, KY coal lands private 56,279 Kentucky ’
18. Bethlehem Steel Bethlehem, PA <teel and steel public 47,132 Kentucky,
. products West Virginia
19. Mead Corporation Atlanta, GA paper and wood public 46,765 Alabama
(Georgia Krafr Co.) products
20. Rowland Land Company Charleston, W. VA coal land family 44,867 West Virginia
21. Bruno Gerrt Estate Allardt, TN coal & timber family 42,317 Tennessee
s
73
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50 Top Surface Owners
In 80 Appalachian Counties
Page # 3

NAME ADDRESS OF HEADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL SURFACE PRINCIPAL LOCATION
OF COMPANY COMPANY ACRES OF HOLDINGS
22. Union Carbide New York, NV chemicals, public 41,060 West Virginia
carbon products
23. Brimstone Company, Dover, Delaware coal land private 40,261 Tennessee
24. Scterra, Inc. Delawar:, Ohio unknown private 39,917 Alabama
25. Stearns Coal and Lumber Stearns, Kentucky coal land, timber family 38,934 Tennessee
26. The Southern Company Atlanta, GA utility public 38,736 Alabama
fAlabama Power)
27. Plateau Properties Crossville:, TN land and mining private 38,430 Tennessee
28. Lykes Resources, Inc. Fittsburgh, PA steel public 356,071 West Virginia,
(Youngston Mine) Virginia
29. Alabama By-Products Birmingham, Ala. coal, coke, public 34,365 Alabama
chemicals
30. American Natural Resources Detroit, Michigan gas & coal public 33,155 Virginia,
(Virginia Iron Coal & Coke) Kentucky
31. Beaver Coal Company Beckley, W. Va. coal lands family 32,994 West Virginia
32, St. Joe's Mineruls Jasper, TN coal, other public 32,323 ‘ennessee
{Tennessee Consol.daced minerals
Coal)
33. Hugh D, Faust Knuxville, TN coal land & individual 32,021 Tennessee
timber
34. Jim Walter Corp. Birmingham, Ala. pipe, metals, coal. public 31,721 Alabama
building materials ~
. wn
35. Dingess Rum Coal Co. Huntington, W. Va, coal lands private 31,282 West Virginia

o ¥
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50 Top Surface Owners

In 80 Appalachian Counties

Page ff 4
NAME ADDRESS OF HZADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL SURFACE PRINCIPAL LOCanEE
(OF COMPANY COMPANY ACRES OF HOLDINGS

36. C(Crescent Land Co. Charlotte, NC land development private 31,200 North Carolina

37. Carolina Rite Company Miami, Florida timber/pulp private 30,330 North Carolina

38, Mower Lumber New York, NY timber, coal private 29,792 West Virginia

lands

39. Cole Interests Huntington, W. Ve, coal lands private 27,385 Wast Virginia

40. Albert *clman Tuscaloosa, Ala. coal lands individual 26,284 Alabama

41. Kentenia Corp. Boston, Mass coal lauds private 25,335 Kentucky

+2. Cotiga Development Cory Philadelphia, PA coal lands private 25,081 West Virginia

43. Eastern Gas & Fuel Co. Boston, Mass. coal, coke, gas public 24,516 West Virginia
(Eastern Associated Coal)

44, American Electric Power New York, NY utility public 22,775 Virginia, Kentucky
(Franklin Real Estate)

45. Blue Diamond Coal Co. Knoxville, TN coai and land private 22,206 Tenness-<e

46. Eastern Prope.ty Trading Atlanta, GA real estate private 22,120 Alabama
Company

47. Quaker State 0il 0il City, PA 71l public 21,175 West Virginia
(Kana ha Hocking and

Valley Camp Coal)

48. Wilson Wvatt Louisville, KY attorney individual 21,131 Tennessee

4¢  Grandview Minring Co. Chattanooga, TN coal & land family 21,116 Tennessee

50. National Steel Pittsburgh, PA steel public 21,000 Kentucky

‘ - &

TOTAL 3,006,322
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TABLE 11-14

50 Top Mineral Owners

In 80 Appalachian Counties

NAME ADDRESS OF HEADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL MINERAL PRINCIPAL LOCATION
OF COMPANY COMPANY ACRES OF HOLDINGS
1. Columbia Gas ~ystem Wilmington, Delaware natural gas, public 342,236 West Virginia
holding company
2., N & W Railroad Roanoke, Virginia railroad public 201,950 Kentucky
(Pocahontas-Ky. transportation West Virginia
Pocahontas Land)
3. Continental 0il Stamford, Conn. oil, gas, petro- public 193,061 West Virginia,
(Consolidation Coal) chemicals, coal Kentucky
4. Pitts .n Corporation New York, =Y coal public 185,254 Virginia
5. Occidental Petroleum Los Angeles, CA gas, oil, petro- public 144,741 West Virginia,
(Island Creek Coal) chemicals, coal Kentucky, Virginia
6. Berwind Land Company Philadelphia, PA coal and natural private 108,561 Kentucky
resources
7. Amer” in Natural Resources Detroit, Michigan gas and coal public 80,705 Virginia
(Virginia Iron Coal and
Coke)
8. U. S. Steel Pittsburgh, PA steel public 71,601 Alabama, Tennessee
West Virginia,
9. Republic Steel Cleveland, Ohio steel public 67,252 Alabama
10. Georgia Pacific Atlanta, GA timber public 67,027 Wést Virginia
11. First National Bank of Birmingham, Ala. bank, holding private 66,991 Alabama
Birmingham company
:\‘
“Source: Appalachiar Land Ownership Study, 1980. 79
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NAME ADDRESS OF HEADQUARTERS PRINCIPAT BUSINESS TYPE OF  TOTAL * (AL PRINCIPAL LOCATIO
OF COMPANY COMPANY AC. ., OF HOLDINGS
12. Diamond Shamrock Cleveland, Ohio oil, gas, public 66,928 Kentucky
(Falcon Seaboard) chemicals, coal
13. Deep Water Properties Birmingham, Alabama financial trust private 66,038 Alabama
(held through First
National Bank, Birming-
ham)
14, Cherokee Mining Houston, TX coal individual 60,294 Alabama
15. National Steel Pittsburgh, PA steel public 60, 000 Rentucky
16. Reynolds Metals Richmond, VA ore, chemicals, publ 58,000 Yorth Carolina
(Reynolds Minerals) aluminum
17. Wilson and Maryanne Wyatt Louisville, KY attorney family 57,614 Tennessee
18, Chessie Systems Baltimore, MD holding company, public 56,830 West Virginia,
(Western Pocahontas or transportation, Kentucky
C&0 Railroad) chemicals
1y. Rowland Land Company Charleston, W. %a. coal lands family 54,474 West Virginia
20. North Alabama Mineral no address minerals unknown 50,141 Aiabama
Division Company
21, J. M. Huber Rumson, New Jersey diversified public 47,759 Tennesgsee
products, extensive
timber & wood
products
22. Quaker State 0il Co. 0il City, PA oil public 47,711 West Virginia
(Kanawha Hocking and
Valley Camp Coal) .
23. Wesley West Houston, TX coal land individual 46,682 Atabama

80
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50 Top Mineral Owmers

In 80 Appalachian Counties

Page # 3
NAME ADDRESS OF HEADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL: MINERAL PRINCT™ L LOCATION
OF COMPANY COMPANY ACRES OF d4OLDINGS
24. Beaver Coal Company Beckley, West Va. coal land private 44,807 West Virginia
25. Plateau Properties Crossville, TN land and mining private 42,038 Tennessee
<b. Union Carbide New York, NY chemical, carbon public 41,689 West Virginia
products
27. Alabama By-Products Birmingham, Ala. coal, coke, public 41,001 Alabama
chemicals
28. Charleston National Bank Charleston, W. Va. bink, holding private 40,566 West Virginia
29. Cotiga Development Co. Philadelphia, PA coal lands private 39,68 West Virginia
30. Mower Lumber New York, NY timber, coal private 36,776 West Virginia
lands
31. Eastern Gas & Fuel Co. Boston, Mass- coal, coke, gas public 35,066 West Virginia
" (Eastern Associated Coal Co.)
32. CSun 0il Radnor, Pa oil company public 34,927 West Virginia
(Shamrock (oal) .
33. Southern Railroad Washington, DC rail transport public 34,877 Alabama
34. Coal Creek Mining and Knoxville, TN coal lands private __ 34,042 Tenuessee
Manufacturing )
\
35. Lykes Resvurces, Inc. Pittsburgh, PA oil public 33,972 West Virginia
(Youngston Mine)
36. L & N Railroad Lexington, KY railroad public 32,575 Alabama
37. Penn Virginia Corp. Philadelphia, Pa coal lands public 32,267 Virginia
38. Dayton Hale Tuscaloosa, Alabama banker, real individual 31,600 Alabama

. B2 __

estate
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€N Top *“~era' ™mer-

Tn B30 AppalachTan Countles

Page # 4
NAME ADDRESS OF HEADQUARTERS PRINCIPAL BUSINESS TYPE OF TOTAL MINERAL PRINCIPAL LOCATION
0F COMPANY COMPANY ACRES OF HOLDINGS
39. Julius Doochin Nashviile, TN contractor, individual 31,000 Tennessee
coal lands
40. Dingess Rum Coal Co. Huntington, W. Va, coal lands private 30,186 Wesc Virginia
41. Neva McMullen Washington, N.C. coal lands individual 29,901 West Virginia
2. Drummond Coal Co. Jasper, Ala. coal mining & family 29,038 Alabama
coal lands
43, W. R. Burt Lexington, KY coal and land individual 28,701 Alabama
44. Bruno Gernt Sstate Allardt, TN cozl & timber family 28,354 . Tennessee
45. Cole Interests Huntiangton, W. Va, coal lands individual 28,046 West Virginia
46. Southern Land and Tusccloosa, Ala. coal lands private 27,284 Alabama
Exvloration
47. Consolidated Goldfields London, England multinational public 26,706 Tennessee
(Geldfield Mining Corp.) mining interests
including South
Africa
48. National Shamuts Bank of Bost -1, Mass. bank, holding private 26,453 Virginia
" Boston
49. Kentucky River Coal Co. Lexington, KY coal lands public 26,272 Kentucky
50. Hagan &state Tazewell, Virginia coal and land ndividual 25,854 Virginia
TOTAL 3,095,496
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On the national economic scen. these coal land holding companies are small,
and often relatively unknown. Even their irade group, the Natlonal Coal lLcssers'
Association is not highly visiole. Yet, locally, these companies are often
viewed as having enormous power. Though single decisions of their offices, the
land use of huge portions of certain coun:ies can be affected. Coal operators
are dependent upon good relations with them to negotiate the leaseholds neces-
sary to mine the coal, which often provides the jobs in an arec. Tenants li.in8
in old coal camps on their property may also be dependent upon these companies'
good will for housing. Whole communities are potentially affected by the
taxes and economic base which their resources provide,

Despite their profitability and power, these coal royalists are often ab-
sentee and relatively anonymous. Only one of the owners, Plateau Properties, has
its headquarters in the co'nty where most of ics holdings are locatad--most are
headquarted outside the region altogether. Only three~-Pittston, Penn-Virginia,
Alabama By-Products-—are public companies {in the sense that they have over $1
million in assets w.nd over 50C sharehclders, and are thus required to register
public infcrmation wirh the SEC.) Others are often family owned, relatively
small operations with merely a post office box as their address or a small office
serving as their corporate -2adquarters. A l.wyer in West Vi:ginia describes
his attempts to research the Cotiga Nevelopmen. Company, a Philadelphia based
operation which owns 25,081 surface acres and 39,648 mineral acres in Minge

County:

Two v irs 230 1 wanted to 4o _ume research into the
background of Cotiga.... I wanted Lo see the makeup of a
company such as Cociga. I went to Coiiga's offiée, which
you have some trouble finding because it's a one-room office
in a suburban home and not only is it the office for Cotiga

Development Company, one of the largest landowners in Mingo
County, it's also the office, accerding to the malllbox, for
several other land companies in West Virginla. Thompson wasn't

home and in talking to one of Lhe secretaries in the of Flce

next door, she said, 'Well, he .omes in one or two days a week.,

And sometimes there's a secretary that comes in to answer letters.'
But what was interesting to me was how litt%e it really took once
you've acquired the lar?, to keep it going.

According to interviews in Mingo Countv, the Cotiga holdings were .-quired by an

enterprising sering machine salesman who travelled the hills of the ¢ unty early
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in the century trading sewing machines for iand. Others of these compaaies also

have interesting backgrounds:

Coal Creek Mining and Manufacturing: Along with its affiliates
Poplar Creek Coal and Winter Gap Coal Company, Coal Creek owns
64,374 acres in Anderson, Campbell, Morgan and Scott counties in
Tennessee. The company is headquartered in Knoxville and is con-
trolled by approximately 155 shareholders throughout the United
States. Most of its properties were acquired before the turn of 16
the century, and have remained virtually the same since that time.

The Brimstone Company: Owned primarily by John Rollins, a Delaware
businessman and financier who 2lso controls the ‘Orkin Pest Control
Cozpany, trucking lines, Jamaican resorts, and a series of television
and radio stations--to name a few. Rollins acquired the 40,261 acres
in Scott and Morgan Csunties in Tennessee from the family of Senator
Howard Baker in 1972. Senacor Baker was a principal partner in the
operations until 1977, when charges of conflicts of interest were
raisad concerning mining and potential recreation develcpments on

the property and legislation supported by the Senator. 1

Kentucky River Coal and Coke Company: Located in Lexington, Ken-

tucky, Kentucky River owns thousands of acres of land ind mineral
rights throughout eastern Kentucky--as many as 180,000 acres accord-
ing to some published reports. This surv:y found 82,551 recorded

on the tax rolls. Most of this property was obtained by John C. C.
Mayo, a schoolteacher from Paintsville, Kentucky wiio in the late
nineteenth century received backing from eastern financierstzbe-
coming one of east Kentucky's most successful coal buyers.

Kentenia Corporation: Owning 25,335 acres, primarily in Harlan
County, this company is based in Boston, Massachusetts. The company
was founded in the early 1900's by Warren Delano, a wealthy northerner
and uncle of Franklin Del Roosevelt, who invested heavily in

the eastern Kentucky Region.

Historically, most of these coal land compani:s have held their land and
minerals for decades, many since before the turn of the century. However, the
last decade has scen in Appalachia a new wave of corporate amalgamation in *he
coalfields. With the energy crisis, as more often multinational, corporations
have moved into the energy field, a number of these coal land companies have been

bought br larger interests. Look at scme of the examples of the trend:

—-~In east Tennessee, the 50,940 acres of Tennessee Land and
Mining, owned for decades by a family.from Scarsdale, New
York, has been bought by the Koppers Company, a multinational
metal and chemical corporation from Pittsburgh. I[n 19890,
Koppers also bought the 36,092 acres owned by High Top Coal
Company, %iying it 169,376 acres in Zour eastern Tennessce
counties.
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-~In Tennessee and Kentucky, the J. M. Huber Corporation
purchased the 65,000 acres of the American associatlon,
Ltd., a British owned firm formerly controlled by the
interests of Sir Denys Flowerdew lowson, a former Lord
Mayor of London. American Association had developed
Middlesboro and Cumberland Gap in the 189('sl15 The largesc
owner found in the study, Huber owns 227,000 acres i- the
survey area,

--In Kentucky and Virginia, the properties of Virginia Iron
*Coal and Coke Company have been purchased by Bates Manu~
facturing Company. Shortly after-ards they were acquired
by American Natural Resources Corporation, a diversified
energy corporation from Detroit,l

~-In Tennessee, a family held coal mining and landholding
company, the Tennessee Consolidation Coal Company, has been
purchased by St. Joe's Minerals. St. Joe's has also signed
an agreement with Scallop Coal Corporation, a subsidiary of
Royal Dutch Shell, jointly to develop its cnal properties
throughout the region, with much of the new production possibly
to be used for export.

--in 1979, a tentative agreement was signed for the Blue Diamond
Coal Company of Knoxville to be acquired by the Standard 0il
Company of Indiana (AMOCO). The deal was later dropped by
Standard Oil, partially because of uncertainties suriounding
some of Blue Diamond's lease-holdings in eastern Kentucky.18
The trend towards ownership and control of Appalachia's land and energy re-
sources by larger, more multina.ional units, can be seen as we turn to ownership

by the second largest category of owners, the oil, gas, and energy conglomerates.

0il, Gas and Energy Companies

The last decade has scen growing national cor:ern over the extent of control
of the nation's enerzy resources by a small number of holders, particularly the
oil companies. In 1963. Gulf 0il took over Pittsburgh and Midway Coa Company;
in the years following, other companies followed suit. According to the Office
of Technology Assessment of the U. S. Congress, these “horizoatally integrated”
companies will mine about 38Z-405 million tons of coal by 1986, representing
almost one-half of the total domestic consumption of c¢oal used for eunerpy pnrposés.

As they acquired coal companies, oil companies also gained control over vast
amounts of mineral reserves. According to the President's Coal Commission, oil
and gas companies now own 41.1% of all privately owned c(oal reserves in the country,
concentrated primarily in the west. Six of the top ten national coal reserve

owners are partially owned by larger oil and gas companies: Continental Oil, FExxon,
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El Paso Natural Gas, Standard 0il of California, Occlideantal Petrolcum (tsland
Creek). The largest of these, Continental 0il, owns an estlmated 13.° oillion
tons of coal, theoretically enough to supply the nation's needs for 15 years to
come.

Of these big oil companies, Continental 011 (Consolidation Coal) and Occi-
dental Petroleum (Island Creek Coal) are in the 1list of the top 50 owners in the
survey area, together owning 422,320 acres of surface and mineral rights. They
control thousands more acres through leasing. Altogether in the survey area,
elevén oil and gas companies own approximately 1,239,698 acres of surface and
mineral rights combined, an average of over 100,000 acres each.

While controlling thousands of acves of coal reserves on the one hand, the
oil companies are now leasing thousands of acres of oil). and gas rights on the

other. According to the New York Times New Service, as much as 10 million actes

have already been leased in what is called the Eastern Overthrust Belt, a geo-
logic formation running 1,000 miles along the Appalachian mountains from Alabama
to New England%gExactly who 1s leasing how much of this oil and gas is difficult
to determine, as the rights rarely appear on the tax rclls. When the leages are
recorded in county deed books, they often appear in the names of individuals
serving as land agents for the oil companies. However, from other evidence, it is
cle«r that the leasing activity extends well beyond the coalfields. Speculating
about the presence of oil atop "0ld Smokey," South Magazine reports a "land war
going oa for drilliung rigits in the Appalachian region.... Gulf, Exxon,.Weaver

011 and Gas Corporatlons of Houston are all known to be crawling the foothills

20
in search of *andowmers." Already, for instance, Standard 0il of Indiana has

leased 122,C acres in just four western North Carolina counties.21

The o1l and gas company presence is seen, *oo, in the development of new
synthetic fuels plants in the region. In Wayne and Lincoln counties, West Virgieia,
for 1nstance, Columbi- Gas has borz exploring possibilities of synthetic fuel
development on its over 300,000 acres of minurals. In Catlettsburg, Kentucky,
Ashland 011 has spearheaded a ~onsortium (which includes Mobil 0il, Standard 01l
of Indiana, and Conoco) that has built a pilot liquefaction plant,_fundea pri-
marily by Department of Energy funds. In Monongalia County, West VirgLnia; Gulf
011 is building another liquefaction plant which wonld use 6,000 tons of coal a
day. The Koppers Company, already the largest developer of synfuels technology
in the world, plaas five plants on its Tennessee properties. The synthetic fuel
industry is likely to have major impacts on land use, as well as uir and water

quality, employment and services in the communities where it is located.
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The scramble extends to oil shale, which also can be used to produce oil
and natural gaé. Until recently, oil shale development has only been consideved
a possibility i(or the westurn states, though even there has faced majo; environ-
mental opposition. Now, the Department of Energy has established an Eastern
*Gas Shale Project in Morgantown, West Virginia to determine the location of
Appalachian deposits. Meanwhile, the leasing has already begun, In 1979,
Addington 0il Company had leased 150,000 acres of 0il shale in the Knobs gdelt
that lies just west of the coalfield counties of eastern Kentucky that this
survey examined. The company is owned by Larry Addington, one of two hrothers
who had been involved in strip-mining in northeastern Kentucky prior to selling
out to Ashland 0il Company for a reported $13 million. Controversy over the
terms of the leases led to an unprecedented order by the Kentucky Consumer Pro-

tection Division to allow landowners to cancel or renegotiate the agreemen‘ts.22

Timber Companies

While oil and gas companies may be scrambiing for the mineral rights under-

ground, there is also renewed interest by the timber companies in the south-

eastern and Appalachian forest resources above ground. Evidence of this shift to

he south is seen in the move of the headquarters of Georyia-Pacific, one of the iar

T

landholders in the survey, from Portland, Oregon to Atlanta, Georgia. According
to industry reports, other companies like Weyerhauser, Boise, Cascade, Crown
Zellerbach and Internatiocnal Paper, are also expan g thcir hdldings in the §outh—
east.

The timber companies already ow. substantial acreage in the region. In the
80 counties surveyed, seven companies--J, M. Huber, Bowaters, Ceorgia Pacific,

Gulf States, Weyerhauser, Champion International and Mead--own 8%38,158 acres of

surface lands and 151,562 acres of mieral rights, much of it located in southera
Tennessee and northerp Alabama. While using the land primarily for logging and
timber growth, they may lease the minerals for mining.

Much of this corporately-owned timber land was obtained at the turn of the
century. when railroads opened the vast Appslachian hardwoods to commercial ex-
ploitation. Another wave of tim r company buying occurred during the Depression.
Often, as the Alab.ma study shows, the timter interests were able to get the land
"for taxes'" in court ordered sales. When these lands were timbered out, the com-
panies moved to the northwest for much of their production. In many countics
like Shelby County, Alabama, though, timber company ownership has continued to
dominate ‘the development of the local economy much the same as the coal company

ownership or oil and gas company ownership to the north.
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The new wave of timber industry expansion into Appalachia and the South

is brought on by a number of factors, including closer access to Atlantic ports
and cheaper labor. Land ownership patterns, however, are an important inpredient.
According to tae Southern Forest Institute, in the northwes*, wherc much of the
timber is in government ownership, the RARE II study (Roadless Area Review Evalua-
tion) and other énvironmental controversies are inhibiting timber production. 1In
Appalachia, even given the large holdings by the Forest Service and the timber
industry, other private owners still own a large majority of the forest lands
potentially available for commercial cutting. If present trends continue, the
timber companies will likely be seeking greater control, through leasing or buying,

of these timber resources.

Steel and Other Metal Companies

Traditionally in Central Appalachia, steel companies have joined tne coal
companies in the ownership of coal lands. Upon their properties, they have deve-
loped their own "captive' mines to gain the coal needed for steel processing.
Often coal camps or coal communicies like Jes s, Kentucky, or Gary, West Vir-
ginia, were developed and owned by the steel companies. Five steel companies—-

U. S. Steel, Bethlehem, Lykes Resources, National Steel and Republic Steel--own
342,000 acres in the 80 county survey area.

While the steel industry does not appear to be expanding its holdings, other
metals companies have been investing in the region's land and minerals, particu-
larly since he advent of the energy crisis, The largest of these is Koppers Com-
pany, which is,as mentioned, a diversified metals and chemicals company with exten-
sive holdings in Tennessee. Also in Teunessee, Cousolidated Goldfields, a suvbsi-
diary of lLondon, England-based Goldfield Mining Corporation, a company which has
major investments in South African gold mining, has recently obtained 26,706 acres.

Though the main concentration of holdings by steel and metal comp. aies is in
the coal fields, ther: are corporate holdings of other minerals. Reynolds Metals,
for instance, owns 58,000 acres in Mitchell County, North Carolina where mica and
feldspar are prevalent. More recently in the Grandfather Mcuntain and Spruce Pine
areas of western North Carclina, a number of corpanies have been prospecting for
uranium. According to DOE the two areas have the potential of produc. g at least

14,000 tons of uranium annually.

Railroads

According tn the P:esident's Coal Commission, railroads are second only to

the oil and gas companies in ownership of coal reserves—-owning 17.4% of known
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reserves. Many of these are in the West, wherc lands were given to them a century
ago to encourage the building of railroads. The railroads also arc large owners
in Appalachia, where they often joined other corporations in the development of
coal properties before the turn of the century on yhich they themselves mined the
coal needed to fire thelr steam locomotives.

Today the railroads in Appalachia primarily lease the coal to other energy
companies benefitting both from the royalties gained in mining and from rates charge:

for h-uling the resource. An example may be found in the Norfolk and Western Rail-
road (N&W) which through its subsidiary Pocahontas Land, owns over 280,000 acres

in the counties sampled in West Virginia, Kentucky and Virginia. In Martin
County, Kentucky, "Poky" (as Pocahontas is called) owns almost 50,000 acres of
surtace rights and 81,000 acres of minerals--together equal to 89% of the surface
acres in the county. The minarals are leas'd to subsidiaries of MAPCO Oil Com-—
pany, who have recently ann: unced plans fo:: exporting Martin County coal, likely

using N&W's rail-to-port facilities to do so. Perhaps b:cause of the anticipated

rise in the export market, N&W is reportedly obtaining new properties,; such as
the Kentenia Corporation in Harlan County. When the holdings of Chessie Systems
(2 combination of Chesapeake and Ohio Railway "orpovation and Baltimore & Ohio o
Railway Company who operate the Western Pocahontas Corporation), Southern and
Louisville and Nachville Railroads are added, “our railroads in the top fifty

holders own 581,518 acres of combined surface and mineral lands in the survey I

area .24

Miscellaneous

The miscellaneous category of corporations in the list «f top 50 owners i
illustrate a diverse array of the other corporate interests with holdings in the
region. They include: a chemicals corporation (Union Carbide); a utility (the
Southern Company); general real estate and property developers (like Crescent
Land and Eastern Property Trading); and financial institution (like the,BostAn
Shamuts National Bank),

Corporate OQnershigi The Changing Trends

As has been seen earlier, the highest levels of corporate ownership in this
study were found in the counties with the highest level of coal rese-ves. In
these coal counties, 50% of the land in the sample was corporately held, comparea
to 31% in the agricultural counties and 23% in the tourist counties. M. ny
of these major coal counties are located in Central Appalachia, where *he corporate

owners have been relatively unchanging for decades. Through this st however,
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two trends have been identified which are likely to bring major changes in the
corporate land ownership patterns in the region.

The first trend is this: with growing competition for domestic exploitation
of energy and natural resources, corporate ownership and control of land and mine-
rals is rapidly spreading from the heartland of central Appalachiu to other parts
of the region. The study is replete with examples of such ccrporate expansion:
in the West Virginia Highlands in counties like Braxton and Randolph, Exxon and
other companies have leased or obtained thousands of new acres for coal develop-
ments; in southern Virginia and western North Carolina, as has beun reported,
numerous companies are scrambling for control of oil and gas rights or other
minerals like uranium; on the southern Tennessee plateau, AMAX has attempted to
develop the lsrgest strip mine in Appalachia-~thus far halted by citizen and
state opposition. In northern Alabama, traditionally a prime agricultural valley,
coal resources have been discovered, resulting in land speculation ale~g Sand
Mountain, in Dekalb County, or in the more developed areas of Marshall County.
Further to the west and south, in Alabama and Mississippi, three oil companies
have obtained control of millions of acres of lignite rights; while back into the
Kn'+bs of central Kentucky, several hundred thousand more acres of mineral rights
have been leased by another oil company tor possible oil shale development.

Many of these areas on the "periphery" of central Appalachia have been cha-
racterized in the past by individual ownership of land, or possibly by government
ownership. The new cccporate intrusion carries with it new conflicts, growing out
of a struggle over hcs the land is to be used and to whose benefit. As shall be
‘1lustrated throughoit this report, the decisions to be made by these counties
are important ones, for the outcome of the struggles over the ownership and use of
the land and minerals in these areas will partially determine the area's future
course of development.

In many ways, the changes now occurring along the edge of central Appalachia
are similar to those undergone in the heartland of the region at the turn of the
century, when cwnerchip of land and minerals there passed into the hands of the
corporations. Now, in these central Appalachian counties, another important tran-
sition is occurring, with potentially significant impacts in the future. As has
been seen in the discussion of the corporate owners of Appalachia, many of the
traditional land and mineral holders are being obtained by larger corporate units,
chiefly the oil, gas and energy companies. The new corporate owners bring to the
region an equally new scale of capital investment, tecanology and corporate power.
With the concentration of corporate control, single corporate.decisions will by

themselves be able to alter the course of an area's development more than cver
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before. Alrecady such impacts can be seen in West Virginia, where Occidental
Petroleum's (lsland Creek's) plans for a 60,000 acre mountain top removal strip
mine will obliterace one community and physically alter parts of Mingo and Logan
counties. The far reaching corporate powar can also be witnessed in northeast
Tennessee, where a decision by Koppers to build five synthetic fuel plants on
the 200,00C acres it has quietly obtain~d in the area over the last decade, will
alter the employment, environment, and land use of the area for years to come.

With ~he new corporate control comes another factor, imnortaat to the response
of citizens or local governments. In the past, corporate decisions regarding the
development of land and mineral properties have involved a relatively simple cal-
culus of profitability, government regulations, labor supply and community relations
Now, more global factors will be brought into play, with corporate decisions taking
into consideration matters ranging from the state of iiiddle Eastern politics to
the relative profitability of multiple corporate operations in various countries,
As a consequence, the new ccrporate ownership brings to Appalachia greater power-
lessness of citizens or local governments to infiuence corpora e decisions, and
carries with it a greater dependency of the region's people upon the power of the
multinationale® like Koppers, Exxon, Gulf, Continental 0il, Occidental Petroleum,

St. Joes Minerals, Standard 0il, Royal Duich Shell, and others.

Goverament and Private Non-Profit Ownership .

.

Well, I tell you. I don't know if it has been very much
good or not. Just to be plain with you. The farmer can't haul
anything over it. 1It's a tourist road, and the farmers aren't
allowed to go on there with a load and a funeral procession can't
go on the Parkway. So, what benefit is it to the labor, commonplace
people.... The Parkway has brought a lot of tourists and maybe
some money....I haven't seen none of it but I guess i has. I don't
use the Parkway though. 1It's only for sightscers and tourists. It
has added to their pl asures but as far as helping the labor class
of people, it ain't werth it. ]

-=A western North Carolina resident

Despite the extent of corporate control in the region, the Urited states
government is the single largest owner of land in Appalachia  States also o
large amounts of land, in parks and wildlife areas, as do private non-profit
Institutions such as churches, universitics, or the Boy Scouts. How extensive fs
this government and non-profit owneiship? Where is it the most prevalent?

Of the land surveyed, some 2,137,868 acres were owned by government or non-
profit groups with k ldings of 20 acres or more. Of these over 2 million acres,
some 97% are owned by only 10 government agencies (listed in Table T1-15), making

26
the private non-profit sector almost neglig ,le. Of these agencies, the U. S.
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Forest Service is the larcest single owner of land in the Appalachian Re;
owning 1.2 million acres in the survcy area. The U. S. Department of In
owns land principally for national parks, of which the Smoky Mountain Na
Park is the largest. The Tennessee Valley Authciity land lies primarily
the rivers and the agency's dams in the valley; while the U. S. Departue
Energy land surrounds the top-secr>t nuclear processing plants in Oak Ri

Tennessee.

Tao.e 1I-15: GCovernment Ownership of Land in 80 Appalachian Counties

1. U. S. ¥Forest Service 1,195,115 Alaba."a, Kentucky, N
(U. S. Dept. of Agriculture) Virginia, West Virgi
2. Nationa' Park Service 317,111 North Carolina, Kent
(U.S. Depsctment of Interior) Virginia
3. Tennessee Val'ey .uthority 175,556 Alabama, Tennessee,
4., State of Tennessee 173,594 Tennessee
5. Army Corpsof Engineers 55,565 Keatucky, Virgir'-
6. State of Kentucky 53,661 Keatuc™y
7. U. S. Department of Energy 45,975 Tennessee
8. Cherokee Indian Reservation 29,405 North Caroiina
9. State of Virginia 29,030 Virginia
10. State of Jest Virginia 8,486 West Virginia
2,083,4%0

Like corporate ownevship, the extenhsiveness of public ownership var
greatly a~ongst states, pirticular counf..s and types of . unties. Gowve
and private non -profit ownership is parti:ularly nigh in the western ilor
mountains. Of the land sampled in 12 counties there, 40.5%--represeatirg
the total land--is in this category of ownership, aost of it h. 4 by the
Foreot Service. Western North Carolina also tends more than 1iny c“her s
attract private, non-profit holdings such as religious groups who u:e *h
for church camps, re:reats, and recreatjon pv~roses. Though nct in the

area, the case of Buncombe Cuaty in Nerth Carolina Is imstructive. Acc
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to the tax assessor, there are over 8,000 parcels of tax-exempt land held by

owners who claim a religious purpose.27 Table IF16 lists the counties with the

largest amount of land in government or private, non-profit hands.

Swain County, N.C. demonstrates the pattern most dramatically. There, 8

0f these,

1.5%

of the county is owned by government agencies, including the National Parks and

Forest Service, and land held in trust for the Cherokee Indian Reservation.

Table 1I+16: Counties with Major Government and Private

Non-Profit Ownership
(Top Ten in Rark Order)

: Percent of Percent of Total |
Name of County County Sample Acres
1. Swain, NC 81.5% 86.1% 273,201
2. Clay, NC 47.9% 73.1% 64,059
3. Randolph, W. Va. 30.0% 39.3% 180, 000
4. Smyth, VA 30.0% 45.5% 83,564
5. Bland, VA 29.6% 41.5% 70,000
6. Summers, W. Va. 28.3% 52.2% 63,380
7. Cleburn, Ala. 22.6% 31.3% 82,917
8. Winston, Ala. 22.5% 37.1% 88, 577 e
9. Marshall, Ala. 22.5% 52.3 82,259
10. Wythe, VA 19.9% 34.2 58,678
The extent of public ownership is strongly associated with certain types of

counties, aud negatively associated with others.

One might expect, for

that a high degree of government ownership, especially by such agencies

Park Service and Forest Service, would be associated with a high degree

iastance,
as the

of tcurism

and recreation. These government lands attract those interested in hiking, fishing,

hunting and natural beauty. 1In turn, commercial recreation and tourist industries

spring up to cater to the outside visitors, and may come to dominate the service

sector of the county. The data show this association to be the case. F

or coun-—

ties where there is a high degree of the economy based on tour.sm, 297 of the !

sample is publicly held. This is double the rate of government ownersiip in high

agriculture counties, and triple the rate in the major coal counties.

As in the case of corporate ownership, government ownership is expanding.

The TVA and the Army Corps of Engineers seek more rivers to

dam, and land to flood.

The U. S. Forest Service continually buys land in counties where it already has

96

)




large holdings, or where it plans to develop areas Llike the Mount Ropers Recreation
Acea, to attract more tourists. The expansion of povernment ownership has been o
volatile issue, especially amongst local landowners, who like the lady in the

quote above, question who is to benefit. The impacts of government ownership will

be examined more fully ir later chapters.

Government Ownership of Mineral Rights

Ownership by government and private non-profit owners also applies to mineral
rights, though in many cases, the extent of mineral ownership is difficult to
determine. Of all of the public/non-profit acres in the sample, for instance,
only 39,243 acres of mineral rights were listed, held by 39 owners. Yet, other
data show that the government and private non-profit ownership of mineral rights
is far more extensive than this, particularly under the U. S. National Forests.

In the West, federal leasing policy of government-owned minerals has been
a major issue. Local communities, environmentalists and others have been con-
cermned that nct enough attention is being paid in Fedeiai decision-making to
social and environmental impacts of mining activities.

In Appalachia, where government ownership is not as extensive as in the West,
concern over federal leasing has not been as widespread, though it has been an
issue in some communities. Often, companies are allowed todee? mine coal under
Forest Service land as long as entryways are driven from land owned by adjacent
private owners, and as long as the federal forest is not disturbed. With a new
wave of leasing in the region, pressure to exploit more of these government owned
minerals is likely to increase. The President’'s 1981 budget contains substantial
funding increases for the U. S. Forest Service, primarily to expedite energy
resource development on National Forest lands. Already, in southwest Virginia,
over 120,000 acres of federal forest land are under consideration for oi. and gas
leasing, and in western North Carolina, 122,000 acres, much of it also under
Forest Service land, has already been obtained by Amoco.

Controversy over mining in the U. $. Forests is also likely to rise in cases
where private owners lay claim to minerals under the government lands. I[n several
well-publicized instances, conflict has emerged as to which interest should take
precedent-~private owners' desire to exploit their mineral claims, or the public's
claim to protection of the environment. In McCreary County, Kentucky, for instance,
the Greenwood Mining Company, owned by 3tearns Coal and Lumber, has fought to
strip mine coal it owns under the Daniel Boone Forest. More recently, in Secntt

County, Virginia, controversy has emerged over a Forest Service decision to allow




a private owner claimlng mineral rights under part of Devil's Fork to prospect ’
for uranium,

The issue of private mining on public lands does not only affect federal !
holdings., In Tennessee, representatives of a number of state agencies have .
been meeting regularly to set up guidelines for the leasing of minerals under
state owned lands. Environmental groups are worried that such a move will open

the door for strip mining of the coal reserves which lie under the 173,000 acres

owrad by the State of Tennessee along the Cumberland Plateau. In addition to
government owners, several private non-profit owners of mineral rights were dis-
covered in the survey. The largest of vhese is Harvard University, which owns
11,182 acres of oil and gas rights in Johnson and Martin Counties, in eastern

Kentucky, which were left to the university by a wealthy northeastern family.

Individual Ownership

"The land companies won't let private citizens have the
land at any price: a poor person can't deal with them."
--a retired coal miner

The ownership of land by corporations and government leaves little for the

local Appalachian. Under one-half of the land in our sample is owned by indi- ~

viduals, and under one-half of that is owned by local individuals.

At first reading the data might suzgest otherwise: over 30,0C0 individuals
in the sample own 5,925,470 acres, or 45% of the land sampled. This apparently
widespread iadividual ownership of land, however, is deceptive. The "irdividual"
category, it should be remembered, represents holdings of two types: the local
landholuers of 250 acres or more, and the out-of-county owners of 20 acres or
more. The vast majority of these individual owners--about 25,000 of them--are
in the absentee category, owning 56% of the individual land in the sample. Some
90% of these absentee holders fall in the category of relatively small absentee

owners, owning between 20 and 250 acres. This category (which was not collected
for the local owners) accounts for 1,682,088 acres or 28% of the individuai land
surveyed.

A closer look at the data, then, does not necessarily support the stereotypi-
cal image of extensive individual local land holdings in he region. Only 5,079 |
of the 30,175 individual owners live in the counties where their holdings are
located. Their holdings (above 250 acres each), total just 10% of the total i
acreage in the 80 counties. In North Carolina, only 3.4% of the land in the 12
counties studied is owned by these local individuals; in Alabama, the figure rises
co 13.1Z. In none of the counties do local individuals with over 250 acres account

for over 30% of the county surface. ' i
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Table 11-17: Counties with High Percent of Local, Individual Holdings

Total Percent Percent
County Individual of of County

Acres Sample Surface
Jackson, Ala. 192,928 41.1 27.9
Tazewell, VA 85,040 41.5 25.4
Mineral, W. Va. 51,166 47.6 24.2
Fayette, Ala. 89,112 40.6 22.2
Scott, TN 66,802 25.7 19.2
Fentress, TN 60,464 25.6 19.0
Jefferson, W. Va, 25,569 52.4 18.9
Bland, VA 44,335 26.3 18.8
Cumberland, TN 78,123 27.9 18.0
Lamar, Ala. 67,333 31.2 17.4
Cherokee, Ala. 61,830 26.5 17.4

Just as coal lands have been associated with corporate ownership, and public
lands with recreation and tourism, so we might expect this individual category
to be associated with agricultural counties. On the whole. as the later chapter
on agriculture shows, farming in Appalachia has not been taken over by agri-
business, as it has in some parts of the country. Also, it is where mining and
federal ownership are not occurring that agriculture is still strong.

Generally, the expectations can be upheld. In the high agricultural counties,
53% of the land sampled is owned by individuals. This is substantially higher than
in the high coal counties, where only 40% of the sample is individually held and
slightly higher than in the high tourism counties, where 48% is individually owned.
Similarly the degree of individual ownership in the high agricultural counties is
much greater than the low agricultural counties: 53% compared to 387%. Perhaps
more appropriate 1is to see what percent of land in agricultural counties is
held by local individuals, as the local owners are the most likely actually to be
farming the land. This also shows the ame pattern: in agricultural couaties,
25% of the samplz is controlled oy local individuals, in tourism counties 20%,
and in coal counties only 18%.

In cum, then, the romantic image of owners living upon and working their
medium sized family holdings in Appalachia is not entirely accuratce. Local

individual ownership, where it does still occur, is associated with agricultural
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production. But these landowners of the region are under pressure: Corporate ownership,

often for energy and resource exploitation,and government ownership, with asso- |

region have “o the land and the control they exercise over its use. While only |

ciated tourism and recreation developments, threaten the access people in the

1% of the local population joins corporate, government and absentee holders to own !
over half the land, the other 99% of the population are very much affected by
existing and changing ownership patterns. The nature of these effects of land
ownership upon rural Appalachian communities in areas of land use, »roperty taxa-
tion and services, economic development, housing and environment will be considered

in the remainder of this report.
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Chapter T1

FOOTNOTES

Robert C. Fellmeth, Politics of Land (New York, Grossman Publishers,)
1973), p. 14, )

The index used here was chosen for this study because of its relative simplicity.
The Gini coefficient, another concentration measure, was also computed.

The correlation between the Gini index and the index used here is quite

high: Pearson's R =.735 at the .0001 level of probability.

This relationship, e.g. the larger the holding, the more likely the owner
will be absentee, is statistically significant: Chi square = 445 at the
.0001 level of probability.

Statistically, the correlation between the percent of a county owned by
ccrporations and the percent owned by absentee holders is significant.
Pearson's R = .593 at the .0001 level. 1In the 37 high coal counties in
the survey, the correlation between corporate and absentee ownership rises
even further, to .768 at the .0001 level, For mineral rights, the strength
of the relationship increases to ,967 at the ,0001 level.

Statistically, there is a significant relationship between the level of
corporate ownership of land and the amount of coal reserves in the ground,
such that the greater the reserves the greater the percent of the county
corporately owned. (Pearson's R = ,.368 at the .0015 level of probability.)
A stronger correlation is found with coal production, such that the greater
the corporate ownership of land the greater the coal production. (Pearson's
R = .463 at the .0001 level of probability).

The Index of Resource Control was developed for this study to deal with the
pattern of separated land and mineral ownership. It is admittedly crude,
and is affected by the degree of adequate renmorting of mineral ownership in
the various counties.

[~

Analysis of the top 50 owners in the 80 counties does not, o° course, pive
the complete ownership of these corporations in Appalachia--tuatinental 0il,
for instance, owns vast tracts of land not included in the survey area.
Similarly, other companies of a given type may happen to own tracts of land
in the sample area, which are smaller than those included in this listing.
Nevertheless, a look at the top 50 owners in the §0 counties provides a
cross sample of thc types of corporate ownzrs in the region, while not pro-
viding the full cxtent of their holdings.

Dun's Review of Modern Business, April 1965, p. 40.

Quoted in Charleston Gazette, January 9, 1980.
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(Pearson's R = .293 at the .02 1eve1).15‘)2
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Chapter III. PROPERTY TAX P.TTERNS IN RURAL APPA, ACHIA

;ntroduction

One of the major policy areas related to the ownership and use of land is
its taxation. Historically and today, the taxation of property is the primary
source of locally generated revenues for county governments, providing funding
for public services such as education, roads, welfare, health, sewage. In gene-
ral across the country, the nroportion of the tax which actually falls on the
land is small, probably less than 20% according to some reports.1 Buildings and
other forms of real property provide the bulk of the tax base. However, in rural
areas, where improvements have not been made upon the land to the same degree as
in cities, taxation of the land itself is a principal revenue source. In this
survey, 50% of the property taxes recorded were derived from the land surface;
taxes on mineral rights beneath the land accounted for 16Z of the property taxes,
and taxes on improvements only 24%.

Across the nation, of course, rising property taxes have provoked citizens'
outcry, while at the same time lack of funds has thrown local governments into
fiscal crisis. In the last twenty years, according to the 1977 Census of Govern-
ments, property values for tax purposes have increased 339%. From 1971 to 1976
they increased 71%. County taxes (about 81% generated from property taxes) rose
59% in the same period. Despite the rising local taxes, the proportion of county
budgets supported by the property tax declined from 41% in 1966, to 36Z in 1971,
to 31% in 1976. "As property taxes exhibit the conflicting trends of decreasing
proportion and increasing amount,"2 local governments must either turn to federal
and state sources for additional support or cut existing services.

If anywhere, one might not expect the fiscal crisis of local governments
to be as great in Appalachia as in other parts of the country. Appalachia's mine-
ral wealth alone offers the prospect of significant income for local governments.
The owners of the wealth, as has been seen, are often large and profitable corpo-
rations, or absentee owners holdiag the resources for speculative value, offering
the possibility of increasing taxation without overburdening already pinched small
hemeowners. A relatively sparse rural population way avoid some of the costly

demands of urban areas.
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Despite the wealth of Appalachia, however, the regiod's local governments re-
main poor. Funds are lacking for even minimal services found in other parts of
the country. The reason for the disparity, as shall be seen in this chapter,
lies in the failure of the tax system to tax adequately and equitably the region's l
property wealth. To explore the problem, the chapter shall examine taxes on gur-
face lands, taxes on mineral rights, and the problem of tax-exempt holdings.
Then it shall astess the impact of these patterns on distribution of the tax bur-

den and on adequate delivery of public services.

Property Taxation of Surface Lands

Table I provides a short st mary of the laws pertaining to prorerty taxation

in each of the survey states. According to the law in each state, land {s to be

appraised at fair and actual value. In Alabama and Tennessee percentage rates

are set to establish what proportion of the value of various classes of property
Can actually be taxed. In theory the assessment rate is to lower the burden
carried by the residential and agricultural owners, while raising the burden for
utilities and for commercial property. In actuality, of course, the "true and
actual" value of surface lands as recorded on the tax books is low. 1In Tennessee,

Kentucky, and Virginia, the average value of an acre of land in the sample was

times as high.

Table I. Legal Basis for Assessed Value of Realty, by State: 1976 and Subsequent
Periods

State Basis

Alabama Fair and reasonable market value. Effective in 1972, the
following percentages thereof apply for the types of realty

indicated.
Class 1, utilities used in business--30 percent (except in

eight counties, where the level is 35 percent).
Class 2, property not otherwise classified--25 percent,
Class 3, agricultural, forest, and residential--15 percent.

Kentucky Fair cash value.

North Carolina True value in money.

Tennessee Effective January 1, 1973: Percentages of actual value, as
follows:
Public utilities.......... +ss00.55 percent
Industrial and commercial.......40 percent
Farm and residentfal............25 percent

Fair market value.

.. Virginda_
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under $100, while the going price of a piece of rural land can easily be 10-20 I
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Table I. (Continued)

West Virginia True and actual value, but four classes of property, each
subject to a specified rate limit as follows, amounts
per $100 of assessed value:
I-~-personalty--50 cents
II--owner -occupied rexidential property, including
farmg--$1.00.
III--all property ~utside municipalities, other than I and
11--$1.50

1V--all property inside municipalities, other than I and
11--$2.00

Source: 1977 Census of Governments

To deal with the problem of undervalued property appraisals, many counties
in the region recently have undergone reappraisal by independent outside apprai-
sal firms. Still, however, glaring examples are found of the failure of assess-
ments to keep up with increasing values. One illustration is Martin Courty,
Kencucky where the Marciki Coal Company, a subsidiary of Mapco Oil Company,
bought 154.25 acres in five different transactions during 1978-79. The total
bill: $425,500 or $2,579 per acre. However, Martiki's entire 5,856 acres in the
county are only appraised for tax purposes at $50/acre--less than 1/50th of the

value of the recent transactions.

Valuatior, by itself, though is a crude means of comparing property tax
structures across state and county lines. One county may have a practice of
setting low values and compensating througit high tax rates; other counties may
asses% at a value closer to actual value, while setting the fan 7ate at a lower
level. For this reason, the more accurate way to analyze taxes in a multi-state
and multi-county study is to look at the "bottom line': the actual taxes paid
per acre of land. In so doing, some clear patterns emerge about surface taxation

of rural land in the eighty counties studied.

In general, the texes paid on rural lands are relatively low. Almost a
quart °r of th owners inthe study pay less than 25¢ per acre for their land;
only a little more than one-third pay over $1.00 per acre, Overall, the amount
of taxes paid per acre 1s only 90¢ per acre for the taxable land in the study.
In Alabama, the average tax per acre is only 49¢ (before the recent reassessment).

In North Carolina it rises to $2.07. In other states the average per surface

acre 18 as follows: Kentucky, 79¢; Tennessee, 79¢; Virginia, 84¢; and West
Virginia, $1.28 (see Table 1I),.




Table I111-2

Property Taxes Paid Per Surface Acre of Land by State, Type and

Recidence of Owner

All Taxable Surface (Individual + Corporate

In-County  Out-of~County  Out-of

In-State Sta‘e ALL
Alabama .64 .42 .39 .49
Kentucky .69 .72 .86 .79
North Carolina 2.10 2.38 1.82 2.07
Tennessee .96 .81 .66 .79
Virginia 1.04 .85 .66 .84
West Virginia .84 1.61 1.51 1.28
Total Sample .87 .92 .90 .90
Individuals
Alabama .46 .42 .35 .43
Kentucky .63 .78 .59 .66
North Carolina 1.53 2.01 1.81 1.84
Tennessee .96 .87 .79 .89
Virginia 1.02 .86 .85 .94
West Virginia .51 .72 .71 .56
All
Individuals i .82 .84 .78
Corporations
Alabama 1.40 .43 .42 .59
Kentuc'cy 1.10 .59 .97 .92
North Carolina 3.26 3.18 1.82 2.61
Tennessee .96 .67 .62 .68
Virginia 1.12 .83 .53 .67
West Virginia 1.30 1.88 1.60 1.59
All
Corporations 1.37 1.06 .94 1.03

Source: Appalachian Land Ownership Study, 1980.
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Overall, corporations pay more per acre than do individuals, $1.
| compared to 78¢. However, there is not a consistent patterc. In Vi:
instance, corporations pay only 67¢ per acre, while individuals pay ¢
! Tenncessee, corporations pay 68¢ per acre, while individuals pay 89¢
When residence of the owners is considered, one finds that in fc
j states, out-of-state owners pay less per acre than do local owners of
sample. In Alabama, local owners pay 64¢ per acre, while out-of-stat
‘ pay only about 602 of that--39¢ per acre. In Virginia, there also is
large discrepancy: local owners pay $1.04 per acre. while out--of-stat
only 66¢. Similar pztterns are found in North (.col.aa and Terancssec
Kentucky zad West Virginia do the absentee owners pay mnre per acre t
local owners(and in West Virginia it may be due to the fact that coal
’ in that state are sometimes reflected in the surface values).
When residencc is considered, one also gets a different perspect
l taxes corporations pay: or the whole, out-of-state corporatisns--many
holding the land for {te speculative and mineral value--pay far less
] than do local corporations, many of whom may be using the land for in
- than  local individuals, many of whom are using the land for housing
, for instance, out-of-state corperations pay only 42¢ per acre--less t
that paid by local corporations, and slightly less than the rate paid
individua_s. In Virginia, absentee corporations pay 53¢ per acre for
f while local individuals and local ccrporations p. about twice =hat,
$1.12 respectively.

Not only do absentee owners pay less than local owners (with out

corporations often paying least of all), but another related pattern

i found: lavrger owners tend to pay less per acrz than do the smaller o
Table 3 shows, 34X of the owners with over 1,000 acres each pay un
acre in taxes, while only 23Z pay more than $1.00 per acre. For the
owners with under 250 acres each the reverse pattern is true: only 20:
25¢ per acre, while 36X pay more than $1.00 per acre. This patzern--
the owner the less the taxes--holds particularly crue for the Tenness
in the survey. There, of owners with more than 1,000 acres, 23% pay «

t per acre, as in the overa:l sample, but of the small owners with 250 :

less, 52% pay more than $1.00 per acr: of surface owned.
’ a7
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TABLE III-3

Surface Taxes Paid Per Acre by Size ol Surfacc Owner

*Number of Owners i 250 251-500 501~ Over
**Row Percent Acres Acres 1,000 1,000 TOTAL
***Column Percent or Less Acres Acres
i ;
Under 25¢/acre ' 5,052%* 1,592 637 466 | 7,747 i
(65.2%)* (20.5%) (8.2%2) (6.02) | (23.4%)
(20.42%*% | (30.6%) (34.2%) ! (34.47) i .
! i |
f : T +
126-50¢/Acre : 5,061 890 i 297 | 203 | 6,451
; 1(78.42) ' (13.8%) | (4.62)  (4.67)  (19.4%) |
! i (20.42) 1 (17.12)  (15.97) : (15.0%) |
_ : L i -
] i : .
i51¢-$1.00/Acre , 5,635 1,232 i 4764 ' 366 | 7,7C7
: - (73.1%) a6.1z) | (6.12) bo(4.7%) 1(23.2%)
: ©(22.8%) (23.7%) ! (25.5%) . (27.1%) |
! l :
-More than $1.00/Acre ; 9,013 1,480 | 545 | 314 11,263
(80 1%) (13.1%) i (4.0%) , (2.8%) (34.0Z)|
|(36 L4%) (28.5%) | (24.4%) , (23.4%)
: , i ) '
i | !
"TOTAL i 24,761 5,194 | 1,862 i 1,351 33,168
; (74.67%) (15.72) | (5.6%) | (4.1%) " (100.0% |
: ; ' | ! !
Chi Square = 628 Probability = .0001
‘“ource: Appalachian Land Ownership Study, 1980
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Why the discrepancy? Why do the absentee, and the large owners tend to
pay less per acre of surface land than the more local smaller owners? There are
a multitude of reasons, of course, but part of the answer lies in the use to
which the land is put.

The primary means by which rural assessors determine value is through recent
sales on the market. Value is fixed according to what willing buyers would pay
willing sellers in arms length transactions. However, this presents a prublem
in assessing the value of the vast tracts of land held primarily by absentee cor-
porations in many parts of Appalachia: large tracts of land may be traded rarely.
Interviews 1in the case studies show time and again that the large owners
have held the land for decades, and do rot want to sell. The assessments on the
land reflect past values for rural property, when land was abundant and relatively
cheap, not the values of today--where land is becoming increasingly in demand and
more valuable. At least some assessors have ruled that only one or two transfers
do not determine a pattern, and have refused to consider certain recent sales in
making their assessments, despite the fact that alone one transfer of these vast
*racts of land can affect large portions of a county. While the market yardstick

is used to value land, in some areas the concentrated control of land in a few
unchanging hands has, in effect, taken the land out of the market, thus rendering
the yardstick ineffective. As a result, not only do larger tracts go underassessed,
but competition increases for the land that is being bought and sold, driving its

values higher and higher.
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The assessed value of the large absentee tracts remains low for another
reason--on the whole these tracts are being held for speculative value, or for

the value of the minerals underneath (which, as shall be seen, is alsc under-

assessed). The owners do little to improve the value of the land-—it 15 classed

simply as woodland or mountain land, receiving a 1low appraised value, and taxed i
at an average of only 68¢/acre. On the other hand, local owners tend to improve

the land with homes a,d other buildings, having the effect of increasing its

value. As can be_seen in the chart below, for individually owned land, local

owners tend :o build on their land, and to make more valualle imnrovements, thus

raising their property assessments. '

TABLE III-*
Rate and Value of Building Improvements on Individually Owned Land ‘

By Residence

In-County Out-of-County/ Gut-of-State
Individuals In~-State Individeais '
Individuals

Percent of Parcels 927 43% 33% [
with Buildings I
Property Taxes $101.5¢6 $57.50 $39.16
on Buildings(per
Parcel)

Even though the local land ir the survey was only the plots 250 acres or
or above, 92% of the locally owned plots have buildirg improvements on them, with
an average tax of $101.06. On the other hand, only 33% of the parcels owned by
out-of-state individuals have buildings, taxed at a rate of only $39.16 each.
The pattern adds to the already regressive nature of the property tax: local

residential owners who have less land pay more for it —- an average of $1.16

per acre according to the survey.

It is partly to overcome this regressive nature of the tax that various
states have adopted classification svstems whereby land is assecsed at different
percentages of its value according to its use. In Tennessee for instance, com-
mercial and industrial land is to he assessed at 40% of its value, while resi-
dential land and agricultural land is assessed at only 25%. Alabama has a similar
classification system, and in Kentucky, an 1gricultural use provision is meant
to give special reaks to sgricultural land. While the principle of classifi-
cation according to use is an accepted one, its misuse In Appalachia has increased

rather than eased the property tax inequities. Look at the data: ‘
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—-~In Tennessee, vast tracts of land owned for mineral deve-
lopment by coal land companies and energy producers have
been routinely assessed as "farmland", paying at a 25% rate
rather than the 40% assessment rate required for industrial
A citizen's complaint in 1978
resulted in a state ruling that commercial rates should he
applied whep the land is leased for mining purposes. However,
the de~ision may not lead to change: local assessors have
been s_ow to implement the rule, and may lack reliable infor-
matior. as to whi.'. lands are actually leased for mining.

and commercial produces.

--In Kentucky, the legisiature in 1968 passed on amendL.°nt to
the Kentucky Coustiteiion, section 172A, which allowed assess-
ments at less than full cash value for land used for agri-
cultural or horticultural prrposes. The purpose of the amend-
ment was to lessen the impact of property taxes on the farmer.
By statute, only corporations erganized primarily for agri-
cultural purposes and which .esrive a substantial portion of
their income from farming or hcrtic.lture may benefit from these

In practice, however, east Kentucky assessors

have applied the provision to any owners of more than 5-15

reduced taxes.

acres (depending on the county).
the practice, of course,

provision.

The majsr beneficiaries of

are the energy giants and coal land
holders, who practice not a bit of agriculture. Since 1968,
in eastern Kentucky, these large coal and land owners have
received up to 50% reduction in pvoperty taxes due to this

—1In Alabama,simila- current use provisions are at work. Specn-—

latively held timber and mineral lands are gi
ment rate designed to protect forest areas.

ven the low assess-
As a result, the

land is assessed at $22.70 an acre, and yields only 59c per

acre in taxes.

The ultimate effect of this pattern can be seen in the chart beiow which

gives the taxes per acre of surface land by its use,

TABLE III-5
Surface Tares Per Acre By Land Use (Highest to Lowest

as defined on the taxro]ls.3

)3

Mineral Land
Under Development

Commercial/
Industrial

Residential
Woodland/Forest

Agricultural

Surfa-e
Taxes/
Acre

$1.97

1.45

1.16
.68

.68

Number
of
Acres

680, 344
1,225,651

516,883
2,350,458

1,051,371
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Percent of Total
Classified
Land

97
407

18%



W.ile mineral land under development and commercial/industrial land are taxed
at a higher rate than woodland or farmland, reiatively few acres--33%--are

classified in that category. The largest portion---58%--of the land is in the

woodland and agriculture category, despite the f-ct that, as we have seen in
the previous chapter, the principal owners of the land are holding it for energy
purposes, or for speculation, not for agriculture at all.

If the larger, absentee owmers are the beneficiaries of surface taxation
patterns in Appalachia, they also fight io keep it that way. During the course
of this particular study, the tax 1issue was perhaps the most controversial in
Alabama, where in 1978 the legislature passed Amendment 373, a "Tax Relief Package":
which had the effzz¢ of placing a "11d" on the amount values could be increased
through a court-ordered statewide reappraisal program. The Amendment was sup-
ported by a "grassroots organization" called the "Alabamians for Tax Relief Com-
mittee." Handsomely financed with a budget of $100,000, the group received
rmuch of its funding from the Farm Bureau, and from Alabama's large corporate land-

holders: the Gulf States Paper Company donated $3,650; Weyerhauser Company donated

$1,800; International Paper gave $5,000, and Champion International gave $1,900.
Though Alabama has the lowest property tax base in the country, a before and
after study of the reappraisal program shows that as a result of the Tax Relief
Package the large landholders still pay little for their land. 1In fact, by con-
Servative estimates, Amendment 373 provided tax relief of at least one million
dollars a year to the 26 largest landowners in the state (see Alabama State Re-
port).

When looking at the taxation of surface lands in Appalachia, then, a clear
pattern emerges. Large and absentee owners pay less per acre of land than the
small and local owners pay. While the reasons for the pattern may be numerous,

several have ! en discussed: the relatively unchanging monopoly of large tracts,

rendering the n -ket approach to valuation ineffective; the failure of the large
and absentee owners to improve their properties; the "misuse" of the use principle;
and the organized pol.tical pressure of the large and corporate owners to keep
their taxes 1ow.
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Property Taxation of Minerals

If there 1s any place in the country, though, where one might not expect a
property tax crisis, 1t might be resource-rich Appalachia, Among other resources,

the region contains massive reserves of coal, the "black gold" of the energy |
area. 01l and gas deposits also stretch under a number of itg counties. With
the nation more and more turning to domestic energy source, the region's resources

h:ve gained more and ..ore value to the nation and to the warld Deeo dmm— 1o  .a
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rapidly escalating values, Appalachia's mineral wealtn remains relatively--even
startlingly--property tax-free. The il res gained in this study speak for

themselves:

--0ver 75% of the 3,950 owners of mineral rights in the sur-
vey pay under 25¢ per mineral a ce in property taxes. Some
86% pay less than $1.00 per acre 1In the twelve counties in
eastern Kentucky--which include some of the major coal producing
counties in the region--the average tax per acre of minerals
is 1/5¢ ($.002). The total property tax on minerals for these
major coal counties is a meager $1,500.

--Altogether the 80 counties in the survey receive only $5.1

million in properiy taxes from their enormous mineral wealth

(mostly from coal). Some 977 of this revenue comes from the

37 counties classified in this study as high coal reserve

counties (i.e., counties with over 100 million tons of re-

serves). Twenty-two of these counties are known to have over

one billion tons of coal reserves. By conservative calculations,

then, the average tax per ton of known coal in the ground in

these major coal counties is only $.0002 per ton--or 1/50th of

a cent.

What accounts for this situation in which Appalachia's most valualle resource-—

its mineral wealth--is taxed so low? Unlike surface taxation, in which pattcrns
could be found across the 6 states, the case of mineral taxation requircs state

by state examination (see Summary, Table VI).

ALABAMA: In Alabama the average tax per recorded mineral acre is only 4¢. Even
that figure is deceptive, for it only includes minerals which have been severed
from the surface ownership. Minerals owned "fee simple" with the surface are

not valued at all--despite the Alabama Code which states that '"real and personal
property shall be estimated at its fair and reasonable market value--taking into
consideration all elements or factors bearing on such value."4 Even the severed
minerals are not taxed very highly. Usually the value of mineral rights is
self-declared by the owner. Most mineral acres are valued at only $10-515/acre--
far less than its market value today. Moreover, most of these mineral acres

are assessed at only 10% of the fair market value--a rate specified for apri-
cultural, residential and timber land according to calculations for this study.
If the mineral rights in fifteen northern Alabama counties were appraised 4t just
$100/acre, the taxes per acre would still be only 62¢, but over $50,000 a ycar

of additional revenues would be gencrated.
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TABLE

11I-6

AD VALOREM MINERAL TAXATION IN FIVE SOUTHERN APPALACHIAN COAL PRODUCING STATES

State Pertinent Legislation Implementation Assessment IAverage Tax Current Estimated
Procedures Per Mineral Mineral New Revenues
App}ied to Acre (For Property with Minimal
Minerals Sample Taxes Coal Taxation
.Counties) Received Program*
' [(For Sam-
i ple Counties)
Alabama All real property should No assessment of | Assessment rate 4e $70,000 $670,000
be assessed at its minerals where of 10% is applied)
fair and reasonable held "fee the rate for
market value. simple"with land | timber. agricui-
above. "Self- tural and resi- -
assessmeut" of deatial land ;
severed mineral ! !
rights ‘ l
Kentucky Appraised at fair mar- In hands of coun- Most cozl land .2¢ $ 1,500 $8,102.000
ket value; but uniform | ty property valud assessed at "agri ’ ?
tax set by legislature | ation administrad cultural and
on '"unmined coal" at tor; lack of horticultural" |
1/10¢ per $100 valu- cooperation by rate--giving vp td |
ation. companies; no 50% tax break. !
state program.
Tennessee Developed and undeve- Formula applied | Coal property 15¢ $94, 500 §835,500
loped minerals to be in only 3 coun~ ! assess=d as "agri- |
valued by formula ties; state has | cultural" (25%7) |
established by State discontinued except what is [
Board of Equalization mapping program ! underlease to
for counties. mine (407).
Virginia Mineral lands and mine- | 1966 guidelines | Same assessnent ;Minerals under | $1,421,000 4 52,579,000

ral rights to be
assossed separately
at 100% fair market
value.

—_—

|

used for mineral
under development
no guidelines fon
minerals not

under development].

No state mapping
program for local

assessors

ratios as used ¢n
ssurface are
applied

development

range from $10-
S$76/acre

Minerals not
under develop-
ment range from

%l:il.75/acre
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TABLE III-3 (Continued)

116

State Pertinent Legislation Implementation Assessment Average Tax (Current Estimated
! Procedures Per Mineral Mineral New Revenues
'Applied to Acre (For Property with Mineral
iMinerals Sample Taxese Coal Taxation
: Counties) Received Program*
(For Sam-
L ple Counties)
West Virginia [Mineral lands to be An extensive Varies fron $1.09 $3,559,000 $4,337,000
taxed at an equal mapping and coal {county to
rate to other land. vaiuation pro- county. Most
gram has been assessors have
established by taken 50% of
the state; values recom-
partially im- mended by state.
plemented in
30 counties
* See calculations, pp. 84-88,
Source: Appalachian Land Ownership Study, 1980
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KENTUCKY: If property taxes on minerals are low in Alabama, they are next to
nothing inKentucky--the leading coal producer in the country. In Kentucky, a
1978 state law established a uniform ratz of 1/10 of one cent per $100 waluc on
all unmined coal. The result virtually eliminates property taxation on coal in
the ground: fcr instance, in Martin County, Kentucky, the largest coal producing
county in the state, Norfolk and Western Railroad (Pocahontas Kentucky) owns
81,333 acres, equivalent to 55% of the county's surface. The coal is valued
handsomely: $7,604,963, but the actual tax generated is only $76.05.

The 1978 legislation establishing the rate of taxation on coal reserves of
1/10 of one cent per $100 value came in the wake of failure by the state to develop
a mineral taxation program. In 1976, the legislature had enacted a property tax
on unmined coal of 31.5¢ per $100 value, to be administered by the state. Even
at this low rate, the program was marred: only four inspectors were hired to
assess the state's reserves. Unused to any taxes at all, the companies refused

to cooperate: the Courier Journal reported on June 1, 1977 that of 7,000 tax

report forms mailed to known coal owners and mining companies, only one-third or
less were returned. Of those, less .han 10% contained "adequate" responses. In
1978, the state ¢~.e up the program, turning coal valuation back to the local
assessors. However, the "onz-tenth of a cent" flat rate set by the legislature
has effectively left the local assessors unable to generate revenue from cast
Kentucky's vast coal property. The situation goes on, despite the fact that

east Kentucky counties arz heavily subsidized by state and federal funds for even

minimal servi :s, and desparately need new property tax revenues.

NORTE CAROLINA: The average tax placed on minerals is 12¢/acre. However, there

are only a few instances of recorded mineral rights--only 15 owners controlling
207,330 acres were found in the survey. The low number of mineral acres com-
pared to other states is because Norch Carolina has no coal reserves. With the
curren: cxploration in the western part of the state for other mincrals--uranium,

oil, gas--mineral taxation may become a more important pulicy issuc.

TENNESSEE: Although Tennessee st.lutes state that minerals must be taxed as real
property, this simply was not done until 1971, when a complaint by 2 group of

east Tennessee citizens resulted in a decision by the State Board of Equalization
to tax coal reserves. After the ruling, a procedure was adopted using the Hoskold
formula to compute the present value of the coal und- ~round based on the pro-

jected income stream it would bring to the owner. Gcate staff (primarily one
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geologist) was delegated to help local county assess.rs te ohtain coal rescrve
information and to map coal ownership.

However, according to data obtained in this study, nine years following the
State's ruling most of the mineral resources still go relatively tax free. The
lack of implementation of the state's ruling has been videspread. The state
staff of one person mapped only three counties before being transferred to another
task; in 11 of the 64 counties surveyed, the full market value is still set at
less than $30/acre; in 7 of the counties {t is below $10/acre. The average tax
paid per mineral acre is still only 15¢. .

Despite the lack of implementation, important precedents and procedures have
been set in Tennessce for coal taxation. Primarily as a result of c tizens' pressure,
taxes have been raised on some plots; coal company equipment has been cutcred on
the books; and the 40% coumercial assessment rate has been applied to coal company
land leased for miningsreplacing the 25% farmland there previously. If the state

were to continue its program of assistance to counties, more revenues clearly

would be generated.

VIRGINIA: The average taxes per acre of minerals on the taxbooks in Virginia
iouble the average rate of any other state in the survey. However, the higher
rate is deceptive, for in Virginia there is a crucial distinction between minerals
under development and minerals not under development. For minerals under develop-
ment, i.e. being mined, the State Department of Taxation has established proce-
dures which glve taxes ranging from $10-$76 per acre, depending on the county.
However, this is applied to under 1% of the mineral acres found in the survey.

No proce 'sres have been established by the state for mineral reserves, i.e.
minerals not under development. Using their ow~ rule of thumb procedures,
assessors have established mineral taxee ranging from $1.09 - $1.95 per acre on
undeveloped minerals in the southwest Virginla coal producing counties. While
what is on the books may be higher per acre than other stafes in the survey,
there are hundreds of thousands more mineral acres not recorded at all, and no
mapping program has been established by the state to help local assessors detor-
mine where these mineral reserves are. The result of the failure to assess
mineral reserves adequately is an enormous loss of revenue for southwest Virginia
ccunties. Conservative estimates using formulas described below suggest that

the major coal producing counties would realize $2.4 million additional tax dollars

annually were coal reserves properly taxed.
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WEST VIRGINIA: The only state in the survey area in which the proalem of under-

taxation of mineral reserves has received concerted attention by state govern- ’
ment is West Virginia. There, the State Tax Depariment has adopted the following

position:

Nature has endowed West Virginie with abundant mineral
resources; coal in particular.... However, the coal industry's
support of local government and schools, through property
taxes, has not been realistic given the extent of the indus-
try's mineral and fee property holdings. These huge fee and
mineral properties and their assessments arﬁia primary concern
in West Virginia as an equalizatiq!problem.

Th> first problem for the state was to determine who owned the coal reserves,
and to map their location. Historically, assessors in *.4e region had accepted ]
tiie adage '"you can't assess what you can't see.'" The state took a different
position: "The problem has been that no one really was sure how to value coal in
the ground since it was not generally visible and the extent and amount of coal
property contained was difficult to detcrminc. The industry always advanced the
argument that it is impossible to assess proverty if you are not sure of that
property's existence, location or volume. One of the first objects of the West
Virginia Coal Appraisal and Assessment Program was to attempt to defea- the
industry's arguments."7 Tn 1970 the state began a program to map th. cwnership
of mireral parcels. Then the following formula was adopted to valuc¢ the ¢ il
reserves:

Value of coal per acre = per ton value X (seam thickiess x 1500 touns) |

Per ton value is computed based on a range of factors: BTU content, rcyalty rate,
seam thickness, etc. By the summer of 1980, thirty of the forty four coal bearing
counties had received their reappraisal figure . According to the Tax Commission,
approximately $8,400,000 per year is accruing to the counties, and recently Gover- '
nor Rockefeller declared that $23.8 million will have been collected by the end

of the 1980 tax year.

While West Virginia's coal appraisal program is unprecedented in (he Ap, a-
lachian region, it has been criticized on a number of counts for «till providing
overly conservative estimates of coal values? The program has procedcdod slowly,
with no mandate that the countics must abide by the figures. Ascessores typically
put their coal on the books at 507% of thz state's appraisals. Groups Fibe West

Virginians for Fair and Equitable Assessment of Taxes have also questioned Lhie
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accuracy of the program, when the highest valuations ($756 for Harriso
and the lowest valuations ($67 in Dodderidge County) are ip contiguous
Despite the shortcomings, the Wwest Virginia program shows that coal re
be taxed, with adequate effort. The state now can claim, "Valuation o

perties in the completed counties more nearly retlect the real world t

valuations previously shown."9

IV. Mineral Taxation: The Alternative

It is clear that there is a pattern of underassessmewnt throughout
particularly in Alabama and Kentucky, though also in Virginia and Tenn
West Virginia as a state has made a concerted effort to value coal in
its program is recent.

Some policy analysts argue the Severance tax based on the number
produced is a more appropriate tax cn coal than is the ad valorem or p
tax. Tennessee, Kentucky and Virginia each have a form ot severance t
the procedures used and revenues generated vary immensel;. While the
tax does serve to generate needed revenue, it may not necessarily serv
same purpose as the property tax. The severance tax i¢ aced on the
of the coal, leaving the owners of thevast coal reserves who lease the
to be mined affected only nominally or indirectly. Morecover, in the A
region, the p »>ducers are often relatively small, local operators who
additional tax burden, while the large, ab:~ntee ¢cal owners from whon
the conl pay next to nothing to the local govern' nt. Also, frem the
ment's perspective, a severance tax makes the tax revenues highiy depe
the ups and dowus of the coal market. Taxation of the coal reserves i
on the other hand, could provide a steady stream of revenue for vears

Fram a policy perspective, there is no question that coal in plac
value--particula-ly in these days of high energy demand and a national
aimed at increased use of coal reserves. In a U. §. Bureau of the Mir
Donald Colby and David Brooks write, "Generally speaking, any mineral
that can be exploited at a profit today, or that will become exploitat
the next few decades, has economic value....The fact that minerals do
purchase, ana the sale uf mineral “eposits and the rights to explore t-
that some economic value inheres in the resource itself." "Howecver, .
above reflect, while thz viluc of coal has increased rapidly in the L

the ad valorem taxes on the whule have not kept up: in Alabamy, mincr

have not altered since the 1930's; in Virginia, tables used were est.al
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10 years ago; and in Kentucky, ccal taxation has regressed to the current situ-
ation.

If minerals were to be appraised, how would it be done? As are other pro-
perty taxes, the ad valorem taxation of minerals is based upon the concept of

the "fair market value:" what a willing buyer would pay to a willing seller in

a competitive market. In general, there are three accepted approaches for making

such a valuation. The cost approach ascertairs the building cost of improvements.

It is oniy applicable to determining the value of mining operations on developed

mines, and does not reflect the value of the coal in place. The market approach

uses recent sales of comparable property to determine value. While this approach
is relatively simple, and is the one most often used for other property, it is
usually ineffective in Appalachia where much of the coal property hias been owned l
by the same owners for decades, with few recent transactions. Wherc transactions
have been made, they may not have been "arms-length;" the terms may be difficult

to determine; or different geologic conditions of the coal may make them not com- l
parable to other coal lands. A study by the West Virginia Tax Department has made'
the same point:

After more research in coal property sales, it was
concluded that because of the limited number of sales ind
the difficulty of finding similar and comparable coal land
sales in some counties, this concept could not be utilized
in most situations.ll

The third approach, the income approach, is based on the capacity of the property
to produce an iacome stream to the owner over a period of time. This approach
is most applicable to mineral valuation.

In applying the income approach to mineral valuation, essentially two steps

are required: 1) determining the future income of tne owner, taking into account
the amount of recoverable minerals, an estimated market price, and expenses to

be incurred in developing the minerals, and 2) reducing the income to present

worth, i.e. determining what a prospective buyer would be willing to pay today

for the prospective income in the future. Each of these steps may be elaborated: |

Determining the Future Income: When applied to the operator of a mine, this can

be a complex process, involving estimating operating costs, depletion, depre-
ciation, etc.12 However, when applied to the owncr of the resource, the process
is simpler: roughly, the revenue stream is equal to the royaltics received over
the economic life of the coal. Thus, if an owner reccives $2.00 a ton for tive
years, and one ton is mined yearly, the future income is $10.00. Few operating

expenses or other factors are involved. |
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Determining the Present Worth of Future Income: This process involves "discounting"

the future income to its present value. It is the reverse of compounding princi-
pal by a given _interest rate. Using the previous example, this process would
determine how much $10 accrued over five years is worth today at going interest.
The discount formula may also take into account factors of risk or speculation.
At a 20% speculative interest rate, the preeent value of $10 accrued over 5 yecars
would be $5.98. i

Simply put, then, the value of coal in the ground is equal to the total royalty
it will produce to the owner over time discounted back to present value. Using
this approach, it is possible to estimate the current value of a coal property
which hypothetically produces one ton a year. Ther, applying the figure to the
80 counties in the survey, an estimate can be made of the total tax value today
of coal in place in the counties studied.

In making the calculations, various assumptions must be made. These assump-
tions are conservative, that is they will provide a conservative estimatc of the
real value of the coal in place:

Rate of Production. Using predictions by the President's
Ccal Commission, national production can be expected to increase 287
ty 1985, and 97% by 1990. From the year 2000 on, triple the rates
of today's production can be expected.13 Thus, for our hypothetical
example, we can project that for every one ton mined in 1980-1985, 1.28 tons
will be mined in 1986-1990; 1.98 tons from 1991-2000,and 3 tons from
2000.

Life of the Resource. When the method is applied to a specific
parcel of coal, the amount of reserves present must be determined, in
order to determine the estimated life of the income stream. However,
on an aggregate level, the problem is less difficult: Appalachia's
coal reserves are expected to last for another 200 years. For the
purposes of the calculations, we shall only use the income stream for
the next fifty years.

Royalty Rate. Royalty rates to coal owners inAppalachia have
increased dramatically over the last few years, reflecting the growing
value of the resource. A royalty rate of $2.00 per ton is used here.
To be conservative, no increase in royalty rates is projected.

Discount Rate. One of the most difficult preblems is to
ascertain the appropriate interest or discount rate to use. The
higher the interest ratg, the less the present value of the future
income. 1In order to be conservative, i.e., to err on the side of
undervaluation, a discount rate of 20% is used, app-oximately 127
reflecting current interest rates and 8% to take intc account unfore-
scen risks. Based on the 207 rates, discount ratics are determined
from standard mathematical tables.
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Using these assumptions, we may return to the hypothetical example.la With J

the assumed increasing rates of production, a parcel producing one ton of coala ye
now will produce 91.6 tons over the next fifty years. At a royalty of $2.00

per ton, the total income to the owner will be $183.20. Discounted back to prosonJ
value at a rate of 20% annually, the current value of the $183.20 is only $12.50. (in
other words, at an interest rate of 20% compounded annually, $12.50 today will

be worth $183.20 in 50 years).

TABLE III-7

Current Value of Income Stream on One Ton of Coal Per Year
Increasing Over 50 years

.ife of Income Rate of Royalty Discount ’
y Production Rate Rate

1st-5th years 1 ton per year X $2.00/ton X 2.99 = $5.98
(1980-85)
6th-10th years 1.28 ton per year X $2.00/ton X 1.20 = $3.07
(1986-1990)
11th~20th years 1.97 ton/year X $2.00/ton X .67 = $2.67
(1991-2000)
21st-30th years 3.00 ton/year X $2.00/ton X 109 = $0.65
(2001-2010)
31st-40th years 3.00 ton/year X $2.0C/ton X .018 = $0.11
(2011-2020) 1
41st-50th years 3.00 ton/year X 8z.00/ton X .003 = $0.02
(2021-2030)

$12.50

Using this method, we can estimate the present value of coal reserves in {
the 80 counties surveyed. Based on 1977 production levels the 80 countics
produce 195 million tons a year. At ~ oduction rates predicted by the l
President's Coal Commission, and the assumptions given above, the present value

of the coal reserves to be mined over the next 50 years is $2.4 billion. Using !

current average assessment and tax rates (calculated .rom the sample for each
state), the total property tax to be piroduced annually from this coal valuc would
be $21.7 million.

Currently, property taxes from all mineral property taxes (not just coal)
in the 80 counties equals only $5.1 million. Thus application of even this con-
servative method of caiculation would more than quadruple the mineral taxes gene-

rated from the 56 coal producing counties in the study. The new tax revenues |
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would equal $16.5 million annually, or alwost $300,000 per county. Eight million
dollars of the new revenues would be generated in eastern Kentucky--where they
are desparately needed.

If less conservative assumptions were made, the amount of revenue generated
from an adequate coal appraisal program would escalate rapidly. For instance,

1f assessments were made on developed mines as well as tha undeveloped reserves,

as some attempt is made to do in Virginia and Tennessee, the amount would increase

suhstantially. If all reserves were considered rather than just those to be
mined in 50 years, or if a lower discount rate were used, the possibility of
gene.sting $50 million a year of coal property taxes in the counties studied
would not be unreasonable. This would be a significant income source, equal to
almost 50% of the total property taxes collected in these counties for 1976-77.

' If ad valorem mineral taxation represents such a potential revenue source,
why has it not been tapped? As in the case of explaining patterns of surface
taxation, there is no single answer.

Partly, one suspects, the ncm ayment of mineral taxes is the hridover of an
historical period when the coal in the ground did not have the value that it has
today. To update the assessments is a massive and complex task, requiring .ar
more precise information than necessary for the above estimates. Local assessors
simply lack the resources, the data, the staff or the skills to do the job.

If would be wrong, however, to give the impression that the problem is mere-
ly a technical one. In the coal counties of the region, the coal owners tradi-
tionally have had their own way, often using their political muscle to make cr
break the political fortunes of local officials--especially tax assessors. In
many cases, the companies have supplied assessors with their own assessments of
property values, and assessors have had little choice but to accept them. Where
attempts are made to alter the traditional patterns of underassessment, the coal
owners may simply refuse to cooperate, as was seen in eastern Kentucky where they

failed even to return tax forms regarding their properties. In -ases where local

assessors have pressed the matter further, they have often found themselves beaten

down in appeals prccedures by a battery of technical experts and lawyers far greater

than what the local assessors can muster by themselves.

Where changes have been made, they have been as a result of citizens' pres-
sure combined with state intervention. Thus far, however, these cases in most
states have been isolated and inadequate. For successful action upon the problem,
state and federal assistance will be needed, to provide the resources for mapping

and assessing coal reserves, as well as to provide the political muscle nccessary
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for the task. While the taskmay at first appear a large and expensive one,

the long-term return of additional revcnues to local governments could be sub-
stantial enough both to improve local services, and to decrease the federal and

gtate subsldies currently going to these counties.

The Problem of Tax Exempt Lands

Like concentrated ownership of surface or mineral lands by private owners,

a concentrated presence of tax exempt government or private non-profit lands may

also have negative effects upon a rural tax base. In a report on property taxa-
tion the Council of State Governments summarizes the issue: "Whether federal or
state owned, exempt real property presents problems to local jurisdictions in
which the property is located. Primarily, these problems are tax revenue loss,
restraint of community development, and local government financial impoverishment.'
As indicated in the previous chapter, this study identified about 2.1 million
acres of 1=ud reld by government owners or by private non-profit owners, such as

churches, universities or civic groups. The overwhelming portion of this land is

government owned, usually by federal or state agencies. Of these, the largest
owner--and the largest owner in the study--is the U. S. Forest Service with 1.2
millio. actes. While these lands are legally tax exempt (based on the landmark
decision of McCullough v. Maryland), the U. S. Forest Service has accepted an ob-
ligation to make payments in lieu of taxes since the Weeks Act of 1911, which
authorized the Agency to share with counties revenues derived from sale of tim-
ber and other uses of its land. 1In 1976, U. S. Congress further enacted the
Payments in Lieu of Taxes Act which, in essence, sought to guarantee that counties-

with Forest Service or vther federal lands received a minimum of 75¢ per acre of

federal land in lieu of tax payments.

In the Virginia counties surveyed, the 75¢ per acre of federally
owned land is less than what the ad valorem tax would be if the land were privately
owned. For example, if the 70,000 acres owned by the Forest Service in Bland |
County were taxed at the same rate as the land owned by individuals, the county
would receive 95¢ per acre; 1f the same rate were used as for out~of-state
corporations, it would receive $1.06. A similar pattern is found in North
Carulina. In Clay and Swain counties in North Carolina, the two counties with

the highest level of federal ownership, the 75¢ per acre does not compare with
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the $1.05 per acre tax that out-of-state corporate owners average paying or the
$1.22 that out-of-state private owners average paying. 1f the federal ageucies
paid the lower rate, $98,182 additional revenues would be generated; if they paid
the higher rate, the additional revenue would be $158,518.

Not only are the federal acres taxed less, but the federal ownership in turn
limits the amount of land and developments that are taxable: 1In Clay and Swain
counties, for instance, only eight local owners own more than 250 acres each. One

official in Swain County makes the point:

Eighteen percent of the county is all that's taxable.
Well, we just make do. To  ive you an example, this yeas's
budget requests were cut drastically because we just don't have
the ability to gilve services I think we should.

The effects of federal ownership may also b: felt strongly where the Forest Servic
is still purchasing land, thus removing it fromthe tax base virtually overnight.
In Wythe County, Virginia where federal purchasing continues, the amount of revemu
the county receives per acre drops from $1.22 to 75¢ for every acre of forest lanc
purchased. Members of the Mount Rogers Planning District have gone on record
opposing further land acquisitions by the Forest Service until the discrepancies
have been reduced.

The problem does not stop with federal lands. Counties ususally receive no
compensation at all for state lands within their borders. Of the gix states sur-
veyed, only North Carolina has aprogram of compensating local counties for state
owned land. The lack of revenue may be especially significant in places like
Morgan County, Tennessee where the state owns over 50,000 acres of land in state
forests and for the maximum security prison, yet the county receives no compen-
sation.

While the problem is significant, 1its solution is often out of the reach
of local citizens or officials, who feel powerless to {nfluence congressi-nally
established payment systems. Though Virginia has passed legislation which allow:
local governments the option of imposing service charges on certain exempt pro-
pecties, this study found no cases where the charges had actually been made.
Certainly, while ocher states or counties might investigate similar options, rea

change 1s not likely without federal action.



the Impact of Tax Patterns

Taken together, the underassessment of surface lands, failure idequately to
tax minerals, and the rzvenue loss from concentrated federal holding: ks a marked
impact on local governments in Appalachia. The effect, essentially, i: to produce
a situation in which szall owners carry a disproportionate share of :ae tax burder;
counties turn increasingly to federal and state funds to provide r¢ ;enues, while
the large corporate and absentee owners of Appalachia's resources . relatively
tax-free; and citizens face a poverty of needed services despite fact that
they sit upon taxalie property wealth, especially in the form of co and other

natural resources.

The Impact of Tax Patterns: Who Bears the Tax Burden?

On the whole, the data from the sample of 33,000 owners in 80 Appalachian
counties, substantiate this pattern: larger owners contribute less to the tax
base relative to what they own than du the smaller owners. Several factors, as
has been seen, affect the pattern: the larger owners of land have their surface.
lands taxed at a lower rate per acre than the smaller owners; the larger owners
tend to own the bulk of the mineral wealth, which is not adequat.ely appraised,
and tend not to develop improvements on their land. On the other hand, the smaller
owners have their land taxed at a higher rate than the large owners; they are also
likely to improve their land and thus to increase their taxes as well. Federal
holdings, which tend to be large, pay in lieu of taxes, but at a lower rate than
privately held land. The additive result is an overwhelmingly regressive property
tax system in rural Appalachia.

To help illustrate the point, che property tax burden can be measured by
dividing the percent of taxes paid by owners in the sample by the percent of land
owned to obtain a "tax burden ratio." As Table VIII shows, for the larger owners
this ratio is low; as the landholders get smaller, the Proportion of taxes paid
relative to the amount of land owned increases. For instance, the top 1% of the
owners own 227 of the land in the 80 counties but pay only 4.7% of the property
taxes. The ratio of taxes paid to land owned is .21. By contrast, the bottom
1X of owners in the sample own .02% of the land in the survey areas but paid .23%
of the taxes, a tax burden ratio of 11.5. The top 5% of the owners owned 31.3%
of the land and paid 7.1% of the taxes, for a tax burden ratio of .23. The bottom
5%,owning .13% of the land and paying .30% of th property taxes had a tax burden

ratio of 10 times as high, 2.3, and so on. In feneral, the higher one goes up
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the ownership ladder, the lower the property tax burden relative to the amount

of land owned.

TABLE VIII: Land Owned and Property Taxes Paid by Owmers

% Owners Total % % Property Tax Burden
in Sample Surface Land Taxes Paid* Ratio**
Owned —_ e e
Top 1% 22% 4.7% .21
Top 5% 31.3 7.1 .226
Top 25% 42.7 10.0 .234
Top S0% 47.4 11.5 .24
Bottom 50% 2.82 1.59 .56
Boutom 25% .95 .81 .85
Bottom 52 .13 .30 2.3
Bottom 12 .02 .23 11.5

#pData from 1977 Census of Government for fiscal year 1976-1977.

*kThe tax burden ratio is the percent of property taxes paid divided by
the percent of surface land owned.

Scurce: Appalachian Land Ownership Study, 1980

Altogether, the owners in the sample (who themselves represent the larger
property owners compared with the small owners not in the sample) own 53% of the
total land surface in the 80 counties studies, yet account for only 13% of the
total proparty taxes coillected.

One could respond to these apparent inequities with the argument that the
smaller o mers are probably mcre likely to have improvements on their land, and
thus property values rontribute more to the tax base. However, the response
itself helps to ma%e the busic point: the net effect of the property tax laws and
practices is to shift the tax burden on the smaller owners, likely using land for
homes and businesses, while leaving the large corporate or absentee owners of
the sur! ‘e, who likely are holding land for speculative purposes and can afford

to pay, carrying little of the tax burden.
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The Impact of Tax Patterns: Federal and State Support

Even though the "poor pay mure" while thie property wealth of the region goes
underassessed, the average county in Appalachia stili does not generate adequate

revenues for county services. In the 80 counties studied in thls survey, only 22%

of county revenues are raised from property taxes, while the average county in
the nation as a whole gleans 31% of its budget from this source. For much of the
rest of these funds, Appalachian cointies must turn to federal and state sources.
The average county studied received 49% of its revenue from non-local sources,
while the average county nationally received 45%.16

Since the 1960 War on Poverty programs, of course, the nation's ta.payers have

poured federal and state funds into Appalachian counties on the assumptiou that the,
funds were needed to develop a depressed region. The irony of the federal and
state subsidies is that they are going to the counties with the most valuable taxa-
ble resources. Overall, for instance, the counties with the highest coal reserves
receive the most outside subsidy--S8% cof the revenues of the major coal counties
comes from federal and state sources, compared to 49% for the sample as a whole

and 45% nationally. In Martin County, Kentucky, for instance, 86% of the total

county budget comes from intergovernmental sources, despite the fact that the
county contains some of the most valuable coal properties in the nation, owned

by large and profitable corporations. However, the land in Martin County is 2

taxed at only 39¢/acre for furface and less than 1¢ per acre for minerals under
ground. In the twelve eastern Kentucky coal counties, 70% of the county budgets
come from, federal and state sources. Yet, if coal in the ground were taxed at
rates comparable to other property using methods described earlier, the new
revenue received would be $8 million, equal to 40% of the total revenues received

by these counties from state and federal sources.

The net effect of these patterns contributes more to the tax inequities in
Appalachia: fizids provided in the name of ald to a poverty-stricken region serve,
at leact ir. part, to subsidize the property tz:es of the region's large land and ’
coal ownr.rs--who escape taxation. As a result of the underassessment patterns in
the region, not only do the small local owners pay more, but other taxpayers,

paying federal and state taxes, also bear an additional burden.

The Impact of Tax Patterns: Inadequate Services

Despite the fact that small owners pay disproportionately to what they cwn,

and despite the state and federal funds pour into Appalachian counties, a number
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of county governments face a revenue crisis. As a result of the lack of fuuds,

needed services cannot be provided.

As 1s seen in Table IX, while the average county in the country pays $220
per capita for service delivery, in the eighty study counties the average per
capita expenditure is $206. Because of differing repor. ng procedures, a more
accurate picture is seen by looking at each state. In every state exce.t Tennessee,
the per capita expenditure in the Appalachian counties studied is less than the
per capita average for the state as a whole. In Kentucky and Virginia the contrast
is particularly sharp: per capita expenditures in the southwest Virginia countie
in the sample are 25% less than the state average and in the twelve eastern Ken-

tucky counties, t.ey are 23% less.,

YABLE I: Per Capita County Expenditures, 1977, by State and by Sample*

Average Per Capita Average Per Capita
STATE Expenditure for Expenditure for
State (Doliars) Appalachian Counties
Sampled (Dollars)
Alabama $ 96.84 $ 90.30
Kentucky 92,37 71.55
North Carolina 478.27 461.31
Tennessee 339.41 407.83
Virginia 539.79 402.26
West Virginia 58.41 49.07
National Average $219.94 Sample Average  $206.20

xp-ta from 1977 Census of Governments. The large variztions amongst states
are somewhat due to differing reporting procedures. More accurate comparisons
are therefore made within each state.

One of the mos:t important services sffected by inadequate property taxation
is public education. Accordirg to the 1977 Census of School Finances, 51% of
schcol revenues in the nation came from county or parent government sources
68% of the local funding for schools comes from the property tax, making 'property
tax revenue...the most important single source of own source revenue" for school
systems.l7 School systems across the nation face a financial crisis due in part
to inadequate property taxation. The same crisis exists in Appalachia. However,
the irony in many Appalachian counties is that schooi systems =2ed not experience
lack of funds, for as has been seen, the region contains valuacle, taxable re-
gources Zrom which revenues could be drawn. Yet, case studies in this survey
show time and again that school finances are often most lacking in counties with

the most resources. Examples may be found from each state in the study.
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Martin County, Kentucky: Martin County, as has been seen 1is now one

of Kentucky's largest coal producing counties and yet 86% of its bud- l
get 1s derived from state and federal sources due to the inadegquate

property tax base. The largest owner, Pocahontas-Kentucky, a subsidiary

of Norfolk and Western Railroad, owns 1/3 of the county's surface and ,
81,333 acres of mineral rights (equal to 55% of the county's surface).

Yet 1its property taxes on its surface land are hardly enough to buy a

bus for the county school system and the $76 it pays on its mineral rights
would not even buy the bus a new tire, to replace the wear it receives on é
the county's unpaved and rough coal-haul roads. As a result of lack of
funds, education expenditures in Martin County per pupil are 247 below
the state average,and 43% below the national average. Other services

suffer as well.

Walker County, Alabama: In Walker County,Alabama, the largest coal

producing county in that state, the 28 largest landowners own over 657 of

the mineral wealth in the county, yet contribute only $8,807 in property
taxes on mineral rights. Of this, only $5,020 goes to education, not even
enough to pay the salary of one school teacher terminated due to lack of
funds in the county. For the last sixteen years, the Walker County School
System has had to borrow money in order for schocls to open each fall. For
the past nine years, due to insufficient funds, the teachers in Walker County

have been paid one to three weeks late each fall.

Swain County, North Carolina: The nattern extends o counties outside

the coalfields as well. In Swain County, North Carolina where federal
holdings account for over 80% of the land, and vhere, as a gateway to

the Smoky MountainsNational Park, millions of tourisc doliars are also
spent per year, the county cannot adequately support schools and other
basic services. Despite a tax rate nigh for the area, the county is able
to genera*e oaly around 30% of its revenue from local taxes. Inter-
governmental revenues make up the rest of the budget. Because of the lack
of funds, <chool facility construction has often been postponed, a 63 year
old high school building was finally rep. :ced in 1975.
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Morgan County, Tennessee: Like Swain County, Morgan County has a large

amount of tax-exempt land--over 55,000 acres arc owned by the State of
Tennessee for a state prison, a park and a Wwildlife area. The excmpr

state lunds combine with poorly asscssed coal, oil and gas lands to

leave little property tax income for schools or other purposes. As a
result, the tax rate of $7.55 per $100 value is, effectively, the second
highest in the state. Still, funds are insufficient. Bus drivers have
struck because of poor wages; school buildings are old and decrepid. In

one school last winter students wore overcoats in class due to lack of

heat. Under threat by the state to close the schools, the already overtaxed

citizens have passed a bond issue as a short-term solution.

Wise County, Virginia: The largest ccal producing county in the state,

Wise County's immense coal reserves are owned primarily by just 10 com-
panies, who cuatrol over one-half of the county's surface. Despite the
county's mineral wealth, the school systems remain poor. In 1978-79,

Wise County teachers were among “he lowes: paid teachers in the nation;

the average annual teacher's salary of $11,506 was 24% below the national

average. Conservative estimates (using the formulas presented earlier in
this chapter) indicate that if the mineral resexves of the county were
more adequately appraised, the new revenues would equal $1.25 million
annually or 80% of the total taxes currently generated from real property

in the county.

Lincoln County, West Virginia: In Lincoln County, expenditures per pupil

and average salaries are consistently below those of neighboring counties;
the county's students yearly rank 53rd or 54th out of 55 counties in test
scores, and the school system has been under a court-ordered invcstigation
due to its poor facilities and services. Yet, the county contains within

it some of the most extensive oil and gas deposits in the region,with Colum-
bia Gas alone owning over 270,000 acres of mineral rights in the county.

A citizen's complaint against the undertaxation of these resources recently
generated over half a million dollars in new revenue for the cuunty, much

of it going to the school system, but more funds are still needed.
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assessed property we 1th? What is the relationship between ownership patterns J

How widesnread is this pattern of impoverished school systems amidst under-

and school finance? Within states, such as in West Virginia, certain relationship
have been found. As the West Virginia state report makes clear, low per pupil
expenditures and teachers' salaries as well as high drop out rates are most pre- !
valent in counties with a high concentration of land ownership. However, across
states, the relationship is difficult to explore due to the differing s~hool
finance systems, which hinder the gathc ing of uniform data.

What can be explored, however, is a broader relationship between land owner-
ship patterns and the median education level of a county's population. As we
have seen earlier, the greater rthe concentration of lend, the lower the taxes paid,
per acre. Where there is concentrated land ownership there might also be a
shortage of property tax revenues for schools. While a number of factors affect |
median education levels--family background, economic opportunities in a given I

l

to provide quality education for its students. |

county, outmigration--certainly a key element is the ability of a school system

With these assumptions, and aided by the relationships seen in the case study
data, we might expect that where land cwnership is bhighly concentrated, then
schools may be poor and educational attainment may be low. Where there is less
concentration of land (and thus higher tax base) the quality of education might
improve, and the educational level might also increase. When tested on t'e 72 :
rural counties in the sample, these expectations hold. 1In 29 counties with a
higher than average concenti~ fon of land,21 or 72% had a lower than average level
of education. By contrast, in the 43 counties with low level of concentration of
ownership, only 21 or 49% had lower than average education levels. Put another l
way, of the 30 counties with high education levels, 22 (73%) were in counties with
low levels of concentration of land ownership.l8 '

Admittedly, th above test is inadequate fully to test the impact of land
vwnership patterus on school finances. As already stated,other factcrs may be ‘
at work besides the quality of the school system in defining education level
of the population. Certainly an imjortant element would be the nature of employ-
ment in the county, which as shall be seen in the chapter on economic development,
is also related to land ownership. To determine the causal flow further, more
precise analysis is needecd. Nevertheless the point here remains: Ccncentrated land
patterns, found to be associated with low property taxes, are also associated with
a low education level of a county's population. Ore key may be the lac" of

nccessary funds for quality szhuol systems.
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Conclusion

The dichotomy of ailing, underiinanced srhool systcems amidst high.
property resources is oaly one of the many symptoms of inadequate prop
tion in Appalachia. As this chapter has shcwn, the larger the owner o
land, the less the proportionate tzzes paid. Gross underassessmeat of
resources--the average .ax per known ton of coal in the ground is 1/5(
cent—adds to the lack of tax revenues, In many counties, massive fea.
nop~profit holdings also contribute to the fiscal crisis. As a result
inequities of the property tax system, the larger owners--usually abse:
rations--go undertaxec, while federal and state subsidies are poured
"needy" Appalachian counties to provide a minin=l level of services. |
the intergovernumental subsidies, impoverished school. and inadequate s
continu. amidst growing, relatively tax-free, exploitation of the regi

resource wealth.
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Chapter III: Property Tax Patterns in Rural Appalachia
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presented in Table V are less than the total surface acres in the sample.

Section 40-7-15 of Code of Alabama.

See Virginia State Report. For a more detailed analysis of the mineral i
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2) per acre value does not include multiple seams where they occur; and

3) county averages of value per acre are based on a single, least valuable
seam. This conservative wethodology probably accounts for the fact that not
one appraisal has been challenged in court. This argument regarding the
conservative bias is made by West Virginians for Fair and Equitable Assessment
of Taxes and 'Mineral Rights and Property Taxation in West Virginia," by

Mohd. Noor Bin Shamsudin and Dale Colyer, Division of Resource Management
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See Colby and Brooks, op. cit.
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In some caes, federal income taxes are subtracted from the income stream.

However, since the two states in the study which use a method comparable
to this one du not adjust for federal taxes, that has not been done here.
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When median years of education are correlated with the Gini concentrations
index for the 72 rural counties in the sample, Pearson's R = -.418 at the
.0003 level of probability, i.e. the greater the concentration of land, the
lower the median years of education. Using the concentration iadex described
in Chapter 1V, the relationship is less strong (Pearson's R = ~,242 at the
.0407 level). However, in the tourism counties, wi. re large plots of federal
tax-exempt land contribute to a low tax base, the correlation between the
cor.centration index and median level of education rises to -.526 at the .020
level, and to -.447 where the Gini index is used.
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CHAPTER IV.
LAND OWNERSHIP AND ECONOMIC DEVELOPMENT '

Appalachia has long been recognized as an area that is economically under-~
developed when compared to other regions of the countrv or to the nation as a ’
whole. 1In spite of the development faith that was apparent throughout the region
around the turn of the century, this century has not seen the development of a .
mature, stable economy within the region.1 Even as it moves into the last two deci._es

of the 20th century, the region still finds itself overly susceptible to the

fluctuations of the national and global econory, The boom and bust ,
cycles of the coal industry and their economic and demographic effects are well
known. The econouic effects of development in non-coal areas are less well docu- !
mented, but there is increasing evidence that such areas are subject to similar
fluctuations, although perhaps less severe (e.g. the susceptibility of recreation- I
tourism areas to recession and energy shortages).
In the last two decades, many development agencies and policy analysts have '
maintained that Appalachian undcrdevelopment‘grows from lack of integration into
the nation's economy. The strategy which flows from this school of thought focuses
on the need to overcom: the region's isolation through building roads and high-
ways; on the need to provide seed capital for new industry; on the requirements
of training the region's work force, etc. However, the policies growing from
these perspectives have not concerned themselves with matters of ownership of the
region's land and resources. ;
This view has been increasiugly ~hallenged over the last decade hy one whi-h
suggests that even with growing "integration" into the nation's economy, economic
development mav not ceocur. Rather, the view suggests, economic underdevelopment
is associated with the external control of land and natural resources, which limits
diversified growth and removes the wealth from the region. From this per=pective,

widely articulated by Appalachian writers, Appalachia is sometimes 1ike ~4 unto

a "colony,' a victim of the same forces of corporate exploitation that affect the
Third World.2 Through control of the region's land and natural resources, these
forces ~revent the formation of the indigenous financial control and other requi-
sites for economic development. For development to occur, in this view, strategics

must be developed wh’_h deal with the problems of ownership and control of land and

mineral resources.

Studies of the early industrial development of Appalachia would seem to iend

credence to the latter school. Whether we look at the general historical literaturec!
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or specific case studies, the story is the same--massive investment by external
interests for the purposes of exploiting the region's natural and human resources.
The years of change at the turn of the century (1880-1930) began a process of
concentrated ¢ontrol of land and natural resources, and of subordination to out-
side interests, that permanently altered the economic and cultural face of the
region.3 While the extent of this process varied from arec to area, the attrac-
tions of vast virgin forests and massive coal reserves were powerful magnets for
outside corporations, speculators, and entrepeneurs, who focussed their initial
investments on acquisition of land and resources. The next several generations
would reap mixed benefits from the economic development thus set in motion,

Regardless of the part of Appalachia that we examine, whether coal or non-
coal, the early economic development seems remarkably similar. In the Blue Ridge
counties of North Carolina aud Virginia, as well as in numerous counties in the
Cumberland-Alleghany plateau, the coming of railroads spurred the exploitation of
timber resources until they were exhausted (e.g. se2 Swain, Watauga, Grayson, Wise,
and Logan case studies). In some of these areas, the devastated land was later
"salvaged" by the National Forest Service. In the Cumberland-Alleghany Plateau
counties the development of mineral resources (particularly ccal) attracted
immense amounts of outside capital (e.g. see Campbell Mingo, Logan, Wise case
studies). Population booms resulted that were to presage the waves of in and
out-migration associated with the fortunes of the coal industry. 1In many of these
counties a pattern of absentee, concentrated corporate ownership developed that
has become more or less permanent.

What is the impact of these land ownership patterns on economic development
today? While simlar in origin, they seem to vary in the types of counties studied.
This chapter will examine the impact of land ownership patterns on economic growth
in coal and tourism counties. The following chapter will then look at the effects

of land ownership on another important sector of the regional economy—-—agriculture,

Economic Development in the Coal Counties

1. Ovmership Patterns,

Tn the chapter profiling land and minerzl ownership in Appalachia (Chapter
11), we saw that corporate, absentee and concentrated ownership are all evident

in the major coal bearing counties in the sample, 7These findings may be summarized:

=~In the 33 major coal counties, 50 percent of the land sampled
(representing 27 percent of the total land surface) 1s corporaiely
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owned, compared to 31 percent in the agricultural counties

and 23 percent in the tourism counties., Of the mineral rights
surveyed in these counties, 72 percent of acreage is owned by
corporations.

—--Absentee owners in the coal counties own 72 percent of the
land in the survey, and 89 percent of the mineral rights.

—-Not only are land and mineral resources corporately and

absentee held, but their ownership is also highly concentrated in

& relatively few hands: In the coal counties, the top 25 percent of
the iandholders in the sample own 56 times the amount of land

owned by the bottom 25 percent of owners. Altogether, the absentee,
corporate, govermment and large individuals surveyed control 54
percent of the total land in the coal counties.

Wh.t effects do such concentrated, absentee, corporate ownership patterns have

on economic development in the coal counties? They involve the power to control

economic change, the drain of wealth from the region, and the impacts of the singlel

industry economy which derive from these ownersh.p patterns,

In general, even today the greater the conceatration of land in an area, the
greater the ability of a few owners to dominate the ecouomic development, In
Logan County, West Virginia, where nearly all the mineral wealth is concentrated
in the hands of eleven corporatiors, local resident Roscoe Spence ...mmed up the

pattern:

By controlling land, they controlled the jobs; by
controlling jobs, they control the payroll; by controlling
the payroll, they once could control where people bought; by
controlling where people bought, they could control profit
on earnings. It was a stacked up thing., The effect of it is
that peoplz who control the land control everything.

While the control may not be as absolute in some of these areas now as it was in
the traditional company towns, the power of absentee corporate owners to affect
the economic future of local communities is still massive. The entrance of multi-

national energy conglomerates futo the coalfields of Appalachia has brought a new

scale of capital investment, t _chnology and corporate power to the region. Control
of resources developuent (and thus the local economy) is moved farther from the
local or state level, at the same time that single corporate decisions can radi-
cally change the economic future of a county. Whetber in the traditional company
town, or in the new era of oil controlled coal, the basis of the power in the
region remains the same--¢ mership of the land and its resources.

These ownership patterus, one should recognize, do not occu: at random, but
instead are concentrated where the reso. :es are and where the greatest wealth ‘

of the region is to be found, In general, in the sample, a greater degree of l
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corporate control is associated with the greater rescrves of coal, a greater
production of coal, and with the most "value added" in mining.a In turn, the
control of resources helps to create a dependency on mining jobs for employ-
ment, such that the greater the corporate control of land and minerals, the
greater the percent of the labor-force employed in mining.s While the average
coal county had 15 percent of its work force employed in mining, in a number of
{n3tances the figure was much higher. Examples are found in the casc studies:

in Mingo CGounty, whose fate has always been linked to coal, 35 percent of thc labor
force is in mining (1976). In other counties with a high degree of corporate
ownership, the figures are similar: Harlan, 38 percent (1974); Pike County, 34
percent (1970); and Wise, 25 percent (1977). Throughout the region, the control
of land by a single industry brings with it control of jobs, helping to create
dependency of workers and their communities both on the landholders who own the
resources, and the employers who provide the jobs (often these may be one in the

same.)

2. Economic Impact:s of Ownercznip Pstterns: The Drain of Wealth

Accompanying concenvrated corporate control in Central Appalachia is
an absentee ownership that draws the wealth from the region., In 1684, a West
Virginia State Tax Report warned that residents shoula become aware of the wealthu
of their minerals ©T "this vast wealth will have passed from our present popula-
tion into the hands of non-residents, and West Virginia will be almost like Ire-
land and her history will be like that of Poland." Over time, that prediction
has become an accurate one, lLii~ corporate ownership in the major coal counties,
absentee ownership, particularly out of state cwmership, is associated with the
greatest 2xtent of coal production.6 As a result, large amounts of capital leave
Central Appalachia, according to a government report, and enter "the financial
markets centered around New York" and other metropolitan centers.7 Another indi-
cation of the drain of wealth is that a smaller portion of bank deposits in the
coal counties studied are in time deposits (54 percent) than is the case in the
non-coal counties (71 percent), suggesting chat many deposits may merely be pass-

throughs to other financial institutions outside the region,

Local planners, who are constantly faced with the problem of inadequate finan-
cial resources for development projects, recognize the outflow of wealth as a

major problem. In the words of a planner in Harlan County:

. Harlan 1s one of the wealthiest counties in the country,
but not in terms of local capital or development. The money
{s not in Harlan banks, but in banks located in the eastern
part of the United States.
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The loss of wealth to the absentee owners leads another planner in Pike County o l

observe 'there neéds to be controls on the amount of money absentee companies take‘

X ocut of the county.,,." k {
Even within the region, however, there are numerous indicators that this coal

dependert economy is not on~ in which the maximum number of people benefi:,

While there is no doubt that a small number of indigenous residents have gotten
very rich from the coal boom of the last decade, the wealth of these few regional !
entrepeneuers exists alongside considerable poverty and employment instability, |
For example, in Pike County (usually touted in the media for its personal wealth
and with one of the highest median incomes in the coal counties), 20 percent of
the county's population had incomes below the poverty level in 1978. 1In Martin

; County, a current boom county, one third of the population fell below the poverty
level (1976); in Harlan 25 percent were below poverty level (1978), despite the
coal boom. And while average incomes have generally increased over the last

decade due to the coal boom, this tells only part of the story. These incomes

(both per capita and median) are still usually less than the respective state
averages. In 1975 Mingo was 30th of 55 counties in West Virginia in per capita
income. For the coalfield counties surveyed in Virginia where corporate owners
control almost one third of the total land area, the average per capita income
was only two thirds of the state average;and the median family income was only
63% of the state average. Wise County, Virginia demonstrates the apparent
failure of the benefits of the coal boom to trickle down throughout the local
populace. While per capita income increased between 1970 and 1977, the percent
of total personal income derived from transfer payments -18o0 increased sub-

stantially (from 15.6 percent of 19.4 percent).

An analysis of economic development patterns in coal counties of Appalachia
must start,then,with several observations: the dominant single industry develop-

i ment is highly dependent upon the control of a few, primarily corporate hands,

who control the land and resources; while large amounts of wealth are produced,
much of it leavesg the region. Even the wealth which stays in the region is

unevenly distributed leading to the persistence of poverty amidst riches,

3. Economic Impacts of Ownership Patterns: Non-Diversification

In order tc offset these patterns, economic development agencics such

AR - At 2

as the ARC have adopted a strategy of economic diversification. Counties ljke

Russe’l County, Virginia have taken a similar stand: |

Ja2 |
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The area's leaders should do everything in their

power to attract other industry, so that the area's

economy is not so strongly tied to coal. The coal

industry has a volatile history, and it is important that

our dependency on coal is reduced.
Individual residents affected by tt lack of alternative opportunities often
express the proslem more poignantiy. Says a Harlan County woman: 'Mining will
be the life of my three sons. If they don't mine, they can't make a living:
either you mine coal or you push a buggy at Cas Walkers' (supermarket)."

Despite the fact that .onomic diversification is a widely expressed goal,
non-diversification continues as the order of the day. The patterns can be
seen by comparing the percentage of the work force in mining, with the percen-
tage in manufacturing, for select counties, On the average, in the major :0al
counties, 18,5 percent of the work force were engaged in manufacturing, compared
to 28 percent for the overall sample. In some counties, in the heart of Central
-Appalachia, the problem is more apparent. For instance, in Mingo County in 1976,
35 percent were employed in mining while only 7.4 percent were in manufacturing.
In Harlan County in 1974, 38 percent were in mining and only 5 percent in manu-
facturing. And in Martin County there are no manufacturing plants at all,
A number of reasons have been given by development agencies for the lack of

econonic diversification. These include isolation, tonography, poorly trained
work force, and lack of transportation and services infrastructure. While this

study is neither able to analyze each of these independently nor their relative
importance, our data suggest thac the impact of land ownership patterus must be
included as one of the elements contributing to the lack of economic diversifi-

cation,
The strongest indication of the effects of lind ownership patterns 1S seen

in the proportion of the work force engaged in manufacturing: the greater the
corporaté' ownership, the lower the percentage of the work force in manufacturing.
Out-of-gtate ownership, too, evidently has a negative effect on thre percentaye of
the labor force in manufacturing.12 There is also a relationship between out-of
state ownership and the number of manufacturing establishments such that the
greater the out-of-state ownership, the lower the number of manufacturing establish-
ments. And a similar negative association is found between out-of-state ownership
and the value added in manufacturi.z.

In the Virginia coal counties there is a noticeable absence of non-coal
related industries in counties most dominated by absentee corporate control of

land and minerals. For example, Buchanan County, with a high level of absen.ce
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corporate ownership, had only 3 non-mining related manuf-~cturing establishments
in 1976, whereas "azewell County, with a relatively moderate level of such owner-

ship, had 14 non-mining related industries. While other factors may be operating

in this differential, our regional correlations for coal counties indicate that

absentee and corporate ownership are important contributing influences.

If land ownership patterns do impede economic diversification, whzc are the

mechanisms by which this happens? The two most prominent means seem to be:
problems with the availability of land and the lack of an infrastructure adequate
to attract and maintain diversified industry. In the words of the managing
director of the Logan County Chamber of Commerce: Logan County needs more indus-
try, but the first thing they ask us when they want to come is if land is availabld
Then they ask about water and sewage. Of course, all of the answers are no."

(Logan Case Study).

Availability of lLand

In many instances found throughout this study, the interest of the large land
owners seems to be simply in holding the mineral lands for speculation and
future energy extraction, rather than in making them available for other forms of
economic development, The effect is to keep land off the market and out of the
local and regional economy, thus, among other things helping to insure their con-
trol of that economy, The extremely low taxes paid by the companies allow them
to do this at little expense to themselves and with little contribution to local
tax revenues. In Pike County, the impact is descrited by a former mayor of
Elkhorn City: . .
This corporate ownership keeps the community from growing.
As far as absentee owners, they don't spend no money in the
county or in the state, I was raised next to Kentland's pro-
perty, and they never did anything with it, just left it sitting.
I know they've owned it for 50 years or more. They pay pasture

taxes on coal rich land, Where I grew up on Ferrell's Creek,
Kentland owns the bottom land, big bottoms just sitting there.

Case studies report that land for industry and/or housing is often scarce
in many counties, partly as a consequence of this continuing underdevelopment of
vast areas of iand. In Pike County, for instance, most of the coal-related cor-
porations have not seen fit to sell their land for alternative industrial or
commercial development. In Martin County, the land holdings of Pocahontas '

Kentucky, the dominant owner in the county, remains undeveloped except for
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coal mining., In Campbell and Claiborne Counties, Tennessee, a local development

group has been unable to obtain land for industry. 1In Harlan County, the expense
of purchasing land with no improvements is prohibitive. In Mingo County, the
only manufacturer of any size in the county is reportedly leaving due to a lack
of land for expansion. Thus, in tiose case study counties at least, the refusal
of corporate land owners to sell their land for non-coal uses limits the areas

in which commercial and housing can take place, However, while the availability
of land is a necessary condition for industrial development, it is not a suffi-
cient one. Several other factors also affect where and how development occurs.

Among those factors is the necessity for a services infrastructure.
Inadequate Infrastructure

Among the numerous factors considered by an industry in its decision on
whether to locate in an area, the presence of an adequate services infrastructure
is usually high on the list. Decades of absentee corporate ownership in the Central
Appalachian coal counties have failed to produce adequate water, sewer, transpor-
tation, health and educational facilities. This has come about for several reasons,

only a few of which can be discussed here.

Certainly, one of the most obvious factors is that corporately owned coal
interests have not produced sufficient taxes to provide local revenues to develop
such services. The minimal tax revenues received haye hardly been adequate to meet
the immediate needs of local communities, much less to provide the additional
resources necessary for developing new services. The general pattern of under-
assessment in the coal counties, often suprorted by local and state government
has been ciscussed in an earlier chapter,

Past attitudes and behavior of large corporate owners have also played a
critical role in the present condition of such services as water and sewage facili-
ties. A former health officer in Logan County spoke of the persistent tendency of
some land zompanies to oppose sewage and water laws. In other instances large
corporate holdings inhibit diversification by directly preventing ;he construction
of such facilities, When such holdings are adjacent to urban communities, the
result is often uneven development since the construction ol necessary facilities
is restricted either to already built-up areas of the county or to more distant
properties not owned by such companies,

In addition, the lack of locally available capital associated with abhsentec
ownership minimizes the local funds available for housing loans, underwriting of
indv 'ry and business, and construction of needed service tacilities, In some
counties landholding companies can effectively control the use of local capital
through the placement of company or family representatives on bank governing
boards or by obtaining controlling interest in a number of local financial insti-

tutions. The situation in Logan County is reported to be such that no capital
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pro_ects can be undertaken without the sanction of one of the largest corporate

owners in the county. The power and wealth of such companies often result in an
arrogant disregard for the economic nd social development needs »f the localities
in which they operate. A county planner in Pike County, K. tucky refers to this
as a lack of cilvic pride and speaks of the need to "force a little civic pride."
A former health officer ia Logan County, West Virginia puts it more bluntly in

his assessment that railroad companies "have historiczlly operated a public be

damned basis." The net effect is summed up very aptly by a resident of Martin
County: "These companies are taking their money out of the state and leaving }
l

nothing behind but wages: no roads, no recreation, nothing."

This history of one industry dependence and its associated obstacles to
industrial diversification have lett most planners pessimistic about any chances
of alternative economic development, Rather. the future is coal! There is almost
an exuberant faith in the expansion of coal and its benefits. Local officials
and planners alike seem to have jumped aboard the synfuels bandwagon as they com-

pete for liquefaction and gasification plants, Even regional planning units seem

to be resigned to, if not enthusiastlic about, the future of coal and the non-future
of alternative industry. For example, a planner with LENOWISCO, a planning discric%
in the southwestern corner of Virginia, said simply that the agency did not see

economic diversification as a realistic goal for Wise County. l

The Boom and Bust Economy

While the faith in the promise of coal development is currently strong, the
dependency on this single industry sctill heightens the degree to which the region
is subject to a boom and bust econoﬁy. It is perhaps, too, the boom and bust I
cycle which helps to disguise the more permanent conditions of relative poverty
cf a large number of the population, When times are bad, they are bad for all: |
when they are good, the hoom helps to cloud the fact that they are still bad for
some. In fact, booms , as well as busts, place strains on local communitiv.-- l

strains aggravated by the patterns of concentrated land ownership, |

Problems with Bcoms

While booms may bring with them increases in jobs and wages, they also carry
with them less positive effects, mainly those associated with rapid population
growth, increased demands for public facilities, housing and services. For (om-
munities in which a diversified mature econcmy is already in place, there may be a
capacity to absorb such rapid economic g,iowth.8 But for areas lacking such prior |

development, the strains are likely to be greater, and they may be intensified by

|
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ownership patterns. For instance, for a county already lacking available land
for housing and public facilities, a rapid influx of population will place even
more demands on existing stock, leading to overcrowdedness, and rising prices.
For counties historically plagued with patterns of underassessed corporate land,
funds for providing new services are simply non-existent. Schools become nore
overcrowded and roads overused.

Of course, the boom town syndrome has long been a way of life in the re@an.
During the first hzlf of the century, many of the counties in the Central Appa-.
lachian coalfields experienced dramatic population growth, largely the result of
rapid expansion in the region's coal industry. Now new proposals for the production
of energy including coal mine expansion and new synthetic fuel plants indicate

the possibility of a new boom period for many communities.

An example ¢ how the already existing problems of "boom town" growth can
be exacerbated by land ovnership patterns described in the Wise County,

Virginia case study:

Once a rural agricultural area, Wise County was rapidly
transformned by coal industrialization at the turn of the cen-
tury. The population of the county grew from 9,345 in 1890 to
19,653 in 1900 to 34,162 in 1910--a 266 percen: increase in
twenty years. With the growth, came a change in ownership and
use patterns. Prices skyrocketed as speculators bought and
sold land. By 192f, four large coal companies owned more than
two thirds of the land area in the county Land used for
agriculture dropped rapidly: in 1860, four years after the
county was organized, 196,606 acres of the county were con-
sidered farmland; by 1910 the farmland acreage had dropped to
122,848, by 192C to 72,877 and by 1969 to 20,707 acres, In the
1930's and “hen in the 1950's Wise County was hit by a coal
depression. With their land and agricultural :se gone, without
a diverse economy, people left the region. Population declined
to 39,039 by 1971, the lowest level since before 1920,

However. with the increased energy demand of the early 1970's
Wise County wag again faced with a coal boom., Population increased
by 7,000 people between 1971-75. With land still tightly controlled
and unused by coal owners, there was little room for economlc or
residential expansion. Yy 1975, 74 percent of the population lived
in areas classified as "urban and built-up''--an area constituting
only two percent of the county's land area. While for the whole
county, population deusity was only 111 persons per square mile,
for this two percent of the land it was 4,035 persons per square
mile, more crowde”’ rLhan the cities of Richmond or Roanoke. With
the nopulation increase, housing and other prices s .ared, the
county experienced climbing crime rates, cultural disruption, and
strained services, Now, the county faces the possibility of further
population boom. There is a possibility of a synthetic fuels plant.
However, according to a Department of Fnergy study thc constructlon
phase of the plant could more than double the existing population,

nd the permanent population could increase by 4,600.
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How can the county cope? And, with corporate owners still controlling so

much of the private land, where will the people go?

Not only does the concentration of ownership hinder adequate planuing for
economic growth, but the arra of corporate scirecy which often characterizes

plans for economic expansion may also make matters worse for local officials,

Given the scale of capital controlled by the contemporary, corporate owners of

Appalachia, decisions about a single new mine or plant by a corporation can have
major consequences for a local community, Yet, rarely are local officials or
citizens given information for full planning to meet these contingencies., An
example is found in Scott County, Virginia, in which the small community of Dun—
gannon has b2en beset by rumors of a major new mine being opened bv Consolidation
Coal Company, a subsidiary of Continental 0il. Local citizens anu officials have
tried for some time to clarify these plans so that they can plan accordingly.
They have met with little success and instead are faced with major uncertainties
about future developments in the county, A County Comnissioner noted that: "All

Consolidated told one member of the board of supervisors is that until they decide

to make an announcement, they won't say anything." 1In the same area, another firm
is laying plans 7~r the development of a large synthetic fuels plant. But company
representatives have refused to answer questions about the facility in public meet-
ings.

Thus, in a manner reminisc of previous boom-bust cycles, the public is lef:
in the dark as to plans that will possibly precipitate a new hoom period. Tney |
are once again left to the mercy of a coal dependent economy manipulated by corpo-!
rate interests beyond their ~ontrol or influence. Given this cependency and their
inability to influence corporate decisions, they are left to wonder if the projectq’
boom is but another prelude to a bust for which they will bear most of the conse— 1

quences. These busts can be d.vastating to che local communitv and its residents.l

Busts

Dependency upon a single industry heightens the impact a "bust' can have on a
local community. When the coal or energy market is down, unemployment is rampant;
there are no other job options. Lacking the tax base, which in many counties is
increasingly built upon the rate of coal production through the severance Lax,
communities and services suffer. Facing no other alternatives, people leave the

area in search of employment and better community conditions.
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Case studies and state :eports in this survey illustrate the ocut-n
patterns, which occurred most dramatically during the coal decline ir t
World War II Period (1950-1970). For instance during this period, the
counties of Kentucky lost nearly 100,000 people to out-migration; the !
counties in the Kentucky River area lost about 88,000 people; Harian
and Laurel counties of the Cumberland River Basin lost 100,000 people
1950 and 1972 (Rentucty State Report). In Logan County 34.3 ~ercen
population left following the coal ¢ lump of the 1950's; be.veen 1960 .
p:pulation declined another 24.9 percent (Logan Case Study). The popu
Wise County, Virginia including Norton, :ached a high of 56,336 in 19
by approximately 14 percent to 48,592 in 1960, and declined again oy o
to 40,119 in 19,uv (Wise Case Study). For all the coal counties survey
average rate of out-migration fron 1960-1970 was 19,5 percent

There are complex reasons, of coursu, why busts in ihe coal r:cono
when they do: mechanization, the advent of strip mining, a changing ma
coal-—all were factors contributing to this particular decline. While
mineral ownership patterns contribue to decisions on where and when ¢
be mined, they ai. oniy one element governing the boom and bust cycle
coalfields.

The important point for this study, however, is that concentrated
ship patterns limit the economic options which do exist when busts occ
land ownership patterns limit econonmic diversification, few othe:r jols
able. With concentrated land ownership, access for much of the popula
land itself is limited, even for tilliug t*e hillside--a traditional mn
vival in the region. When a "bust" occurs, the likelihood o. out-mig
as the only option increases.

If this understanding is accurate, then we might expect that duri
decline in the c. . market, coal counties with a higher degree of cont
resources will experience higher rates of out-rleration than will coun
the land patterns are more diversified. Indeed, such would appear to
Generally speaking, for the coal counties surveyed in this study, ther
positive association between the degree of corporate ownership in a -
the level of out-mig:i cion from 1960-1970.10 There is a similar assoc
between the level of absentee ownership, especizlly out-o“-state ownc
and the r-zie cf out-migration during the sawue period.ll An examnle m-

in Harlan Coun.y, Kentucky yhere 64 percent of the land i. owned by ««
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and 1970 Harlan County lcst 36 percent of its population. In West Virginia, only !
b
one of the sample counties with a high concentration of large corporation and J

and absentee interests, and 38 percent were employed in mining. Between 1960

government holdings experienced a growth in population between 1950 and 1976,
while nine lost population. McDowzil, Logan and Mingo,which have the greatest '
amount of this type of ownership,wc-e among the top five in population loss,
losing 48 percent, 38 percent and 26 percent of their population respectively
(West Virginia State Report).

The migration patterns in the coa’ counties of Central Appalachia have
changed over the last decade, brought on by a rise again in the coal market. For
example, Minge saw an 8.3 percent population increase between 1970-76, accompanied}
by a decrease in the unemployment rate. Logan gained 1,000 jobs between 1970-76 '
and showed a slight increase in population. Wise County, which in 1971 had its
lowest population since prior to 1920, saw an increase of 6,000 people from 1970-7
The counties in the eastern Kentucky river basins also saw population increases.

However, this reversal of out-migration in the coalfields is deceptive.

There is no indicatior that the dependence on the coal industry has been altered
or that a healthy, diversified economy has developed. If historical experience

is any indicator, the current expansion of the coal industry will be subject to
the same ebbs and flows of its predecessors. Indicators of such instability were i
already evident in some areas as the decade ended, when there appeared the anomaly'
of increasing coal production accompanied by decreasing employment in mining. For
example, in West Virginia coal production increased 33 percent in 1979 to the
highest level since 1973, while at the same time as amny as 10,000 coal miners
were out of work, Without economir diversification, without removing the dependeng

upon a single industry, the economic susceptibility is likely to continue.

In this section we have argued tha. the prevalent land ownership patterns {n
the coal counties contribute to the single industry econ- my and lack of industrial|
diversification. The fortunes of that coal economy are heavily dependent upon the!
control . a few, primarily corporate owners, who drain away much of the cconomic
wealth of the region. Meam '.ile, many of the residents of these counties experience
poverty amidst wealth and are vulnerable to the insecurities of continual boom
and bust cycles of the coal industry. Both their poverty and vulnerability are
enhanced by the lack of alternative economic opportunities that would be available
in a diverse economy. The lack of available land and an inadequate services infra-

structure, both legacies of the dominant land ownership patterns, play a significant
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ECONOMIC DEVELOPMENT IN TOURISM COUNTTIES

The history of tourism countfe. differs from that of many coal countles,
Their initial development at the turn of the century was not predominantly recrea-

tional, whereas energy development was clearly in the cards for the

coal counties,
However

sthe turn-of-the-century experience of what were later to become recreational
counties was similar to that of the coal counties in that economic development

was based on extractive industry. Just as coal and timoer resources had attracted
outside capital in the coal counties, the vast virgin forest resources éf the

Blue Ridge and Alleghany Highlands attracted outside investment. This investment,
coupled with the building of railroads into these hinterlands, was to spur enormous
growth in the lumbering industry over the next few decades. Single industry--

often single company--towns sprung up where n- _hing but wilderness had existed
before.

This period of change, from the 1890's to the 1920's , was a boom era for many
of these counties. In Swaln County, lumbering became a major industry in the
early 1900's and continued so until the mid-1920"'s and the creation of the Great
Smoky Mountains National Park, Thé population of the county grew from 10,412 in
1918 to 13,224 in 1920. the kind of Surge representative of many such counties,
Watauga County experienced a boom that lasted into the 1930's by which time the
timber resources of the county were largely exhausted, It was a time of relative
prosperity, but the extrac* .ve basis of that Prosperity and the timbering practices
of the companies we- uitimately to insure its end. The timber that fueled the
building ro»._ of a developing nation was to provide few long range econom!: bene-
fits for ..ts host counties,

Instead, the legacy was the virtual exhaustion of the area's forests,
environmental devastation and ghost towns, some of which were later to be pro-
moted as tourist attractions.By the late 1920's th. boom had run its course in
most of the counties and the effects of the bust were readily apparent. Many
of the towns built on the foundations of the timber industry were either reduced
to rural villages or had disappeared altogether (e.g. the twin towns of Whitmer
and Horton in Randolph County, West Virginia). With the exhaustion of the timber
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resources these towns had little economic base, nor were the railroads of any

further valur-., They were instead to become relics of the past, some to be
developed as tourist attractions to supplement the later tourist appeal of the
area (e.g. Cass Scenic Railroad, Tweetsie Railroad).

The exhaustion of the timberlands in the region also encouraged the entrance
of a new type of ownership in the region--that of the federal goveramer*~-which
was to stimulate recreational development as the basis of local economies. It
was in part the legacy of devastation that led to the acquisition by the Mationall
Forest Service of large acreages of "forest land" for purposes of timber management
and preservation. One of the major impacts of this and other types of federal
ownership (e.g. national parks and recreation areas) over the last several decades
has been to encourage tourism and recreation, perhaps at the expense of other
economic development., While chere were certainly signs of the coming tourist/

recreation industry already present, extensive federal ..mership provided an incen

tive without which the history of recreational development would likely have been

more gradual and less dominant in local economies.

Ownership Patterns in Tourist Counties

While coal counties are dominated by corporate land ownership, the tc rist
counties reveal a pattern of goverwn.ient and individual ownership. Government
ownership accounts for 29 percent cof the land sampled in these counties, three .
times the level iound in the high coal counties and almost double the level found
in the agricultural counties, As one might expect, there is a strong correlation
between the percent of government ownership in a county and the level of recreation

and tourism development.1

Despite the federal presence, individuals still account for 487 cf the land
in the sample. However, much of this is accounted for by absentee individuals who :
likely are hol.ding land for speculation or second homes. In some recreational |
counties, the level of non-local individual owners has increased dramatically
in recent years, as tourism an( recreation have become increasingly the basis of

local economic development. This trend was documented in a study by the North




Carolina Public Interest Group which noted that from 1968-1973, the tatal number
of acres held by local residents in their ten county study area dropped by 10
percent, while non locally-owned land jumped from 28 percent to 36 percent of

all private land. 15

The combination of land held by absentee individuals and the federal govern-
ment in the tourism countfes leads to a level of absentee ownership comparable
to the coal counties, And the degree of control of land in the tcurist counties
by all of the absentee, government, corporate, and large individual owmers in the
sample is even greater than in the coal counties. 1In the touiist courtizs, those

interests control some 607 of the total land surface,

Economic Impacts of Ownership in Recreational Couuties

At first glance, the Post World War II economic experiences of the recrea-.
tional counties have not been characterized by the extremes that affected the
coal counties, Even though some of the recreational counties experienced some-
thing f a bust surrounding the 1574 energy shortages and recession, most have
have not had the dramatic population fluctuations of the ccal counties. For
instance, western North Carolina counties continued to gain population during the
1950's and 1960's, contrary to the trend inthe coal counties. This was probably
due to several factors: the presence of small farm agriculture, the absence of
extractive industry dominance, and a somewhat improved and more diversified
economic situzclon, Watauga County actually experienced a population increase
of 3.5 percent f-om 1960 to 1970, precipitated by the growth of Appalachian
State University and the recreation industry.

So, if one were to use population growth as an indicator of economic growth,
it would appear that the aituation in these counties improved dramatically during
the 1960's-19/0's, Or if one were to take the rate of employment growth as a
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sign of economic growth, counties like Wateuga (with a rate of employment growth

three times population growth during 1960-1973) would seem to have developed
very healthy, dynamic economies. However, in many »f these countiecs an old

familiar pattern was emerging--that of one industry dominance. Spurred on by

federal forest ownership, the promotions of state, local and reeional agencies
and the proximity to vast urban populations, the recreation industry began to
experienc: phenomenal growth and to dominate other sectors of the economy,., In )
counties like Watauga and Avery, a rapid increase in such development over the
last twenty years brou, '~ with it a surge in second~home and resort developments,
(See discussion in Housing Chapter, and in Watauga County Case Study.) A new

cnomic dependency was in the making, which, like those in other areas of Appa-
lachia, meets the needs of outsiders at the expense of local residents,

The subsequent economic development has been neither diversified, nor stable.

Nor has it in most instances lived up to the rosy predictions of its supporters,
For example, in Grayson County ( an agr? ultura{ county slated for recreational

development), the predictions of a local leader that Grayson Highlands State

Park would bring in 200,000-500,N00 persons per year has proven more illusion than
reality. The .u'al visitation for the 1979 season was 18,000, approximately half
the total for 1978. Yet, in spite of such experiences and numerous studies that
bave questioned the advisability of recreational development, regional planners ..
seem to have maintained their enthusiasm for it.16 But what are the real impactg
of recreational developrent and its associated land ownership patterns on local
economies?

The impact of recreational development on the economic situation of area
residents can be examined in several ways: the types of employment it produces,
the development it enccurages in other economic sectors, and the development it
impedes in other sectors. There has been much disagreement about the overall
economic benefits of recreational development for local residents but our finding[
suggest agreement with the position that "for the majority of the people the }

17 This would confirm ARC's

economic impacts are more negative than positive."
preliminary investigations into the impact of tourism and recreation in Appalachia
which warned that the resort industry is one of "low pay and seasonal in nature."l
The pattern of low wages and seasonal work is indicated in our study in
several ways. For instance in Swain County in 1976, 2 percent of the total labor
force was engaged in travel and tourist-related employment. This, coupled with
manufacturing employment in low=wage textile and furniture industries, produced

a per capita income in 1977 of $4,368. Only 16 other counties in North Carolina '
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recorded lower figures for the same period. While the employment rate has grown
considerably in Watauga since the mid 1960's, it does not seem to be reflected
in increased wages and income, since much of the growth has been in low-wage and
seasonal employment. In 1973, for example, the county's per capita income was
only 73 percent of the state average. In 1976 the average weekly wage was only
76 percent of the state average, further indication of a low-wage economy.
Another county experiencing the seasonal and low-wage employment of resort and
recreational development--Cumberland (ounty, Tennessee--had a per capita income
67 percent of the state average in 1977.

Given such considerations, one must quesiion the promises of recreational
development as a strategy for economic resuscitation, a rationale given for the
Mt. Rogers National Recreation area in southwestern Virginia., One of the counties
projected to benefit is Grayson, until fairly recently a predominantly agricul-
tural county. In 1950, when employment was primarily in the agricultural sector,
the average weekly wage was 83 percent of the state average. In 1977, after a
significant shift away from agri-ulture, it was only 58 percent of the state
wage. The proposed National Recreation Area,once fully developed, 1is touted as
a means of imp..~ing this. Yet, in the Environmental Impact Statement for the
NRA, the projected annual payroll is $12,637,736 for 3,272 neople or somc $3,862
per employee, hardly an annual salary likely to increase either weekly wages or
per capita income.

Unemployment and cyclical employment are also the fruits of a tourist-based
economy. For the high tourist counties in our sample, the average county
experienced an wemployment rate of 7.74 percent in 1977, slightly higher than
the figure for the average coal counties (7.34 percent), Within the tourist
couhties; the ownership of land by government, absentee individuals, and cor-
porations (most of which are involved in resort Jevelopment or forestry) is
a: sociated with unemployment, such that the greater the percent of a county
owned by these interests: tne higher the unemployment rate, High concentrations
of ownership in these countiesc usually caused hy large blocks of federally owned
1and, shows an even stronger association; such that the greater the concentration
of land ownership, the higher the unemployment in the recreation counties.]9

Looking at particular recreation counties, Swain had an unemployment rate of
9,9 percent in 1977; Cumberland a rate of 10 percent in 1979, Watauga County
usually has an unemployment rate higher than that of the state except in the
summer months when it is lower due to increased recreational employment. The

specter of under-emplo--ent, which is not indicated by these figures, is perhaps
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even more important. The low wages, cyclical employment, lack of high skill
jobs, and high rates of participation in social assistance programs would lead
us to believe that tha rate of under-employment is quite high.

These conditicons of unemployment and under-employment exist at the same
time that the tourist~based industry brings with it a higher cost of living for

area residents. Once again, Watauga serves as an excellent example: it has

ranked 7th or higher out of North Carolina's 100 counties over the past several
years in cost of living, while ranking as low as 79th in per capita income.

The implications of such a situation for local residents should be obvious, parti-]
cularly when accompanied by increased housing and land prices brought about by

real estate speculation,

Associated Economic Development in Tourism Ccunties

The economic underdevelopment found in recreational areas also rest lts from

the character of secondary development which the tourism industry spawns. For

not only are the jobs in the recreation industry menial and low-pa,sing, so are !
those in the retail and services sectors that support it. Significant growth

has occurred ove- the past several years in the retail and service components of
counties such as Watauga. In Watauga, {or instance, employment in the hotei and
lodging segment of the economy is 6.4 times greater than that of the state as a -
whole. However, much of the employment in these sectors is both low-skill and Jow-
wage, many jobs only paving minimum wage or less. Additionally, the wages paid

in the trade and service sectors in Watauga were well behind those of the state

(72 percent of the stisie average in trade and 84 percent in services). The picture

¢
i

rapidly becomes one of a low wage economy in a high cost environment, |
The manufacturing sector in the recreational counties is critical to economié
diversification. Generally speaking, it is difficult to associate the presence 01
absence of manufacturing facilities with the availability of land in these
counties--on the whole land is not as tightly -ontrolled as in the coal arcas.
There are exceptions, however, such as Swiin County, which has a tourism and low-
wage service Industry base in which most of the population is employed in non-
manufacturing jobs. The extensive public ownership in the county (80 percent) has
apparently affected the availability of suitable land for industrial development,
since most of the remaining level land in the county is within public boundaries,
and thus unavailable for industry. An interviewee stated that graded 1land else-

where in the county cost so much as to be prohibitive ($75,000 per acre).

156




120

Availability of reasonably priced land for housing could also pose a problem for
attracting industrial development in recreational counties (See disucssion in
Chapter on Land and Housing).

In another respect, the low wage levels and cyclical employment in the
recreation industry make it possible for traditionally low wage manufacturing
establishments in the area to remain so. In fact the presence of manufacturing
establishments in these counties (associated positively with corporation owner-
ship) does not seem to have a very positive effect on income levels, There is,
for instance, a negative association between corporation ovnership of land and
per capita Income, and a positive one between such owner:hip and the perceut of
families below the poverty line.20 Thus, while there may be the impression of
economic diversity in some recreational c-unties, it is a diversity based on low
wages and unstable employment.

One other element affecting economic diversification in the coal counties
also appears important in recreaticnal cres--the availability of local capital.
As montioned in discussions in the coal section, local capital is necessary for
the development of infrastructure, purchase of land, building of bu!ldings,
mzking loans, ci.~. The problem in the coal counties is that great amounts of
locally-divided wealth @re shipped elsewhere due to absentee control of resources.,
In recreation counties, the story is different. Absentee ownership scems to be
associated with a lack of local capital altogether; in other words it seems to
create little wealth to te expropriated.21 Rather, the individual absentee owner-
ship that is predominant in recreational counties is for purposes of either per-
sonal aesthetic enjoyment or speculation, neither of which create much local
capital. Likewise, government ownership is unlikely to produce the kind of local

capital conducive to non~-recreational industrial and commercial development.

In sum, we find land ownership pacterns contributing to one industry
economies in both coal counties and recreational ones The appearance of cconomic
diversification in the latter is deceptive, because the low-wage. sea<unal cmp.oy-
ment created to service the recreational/tourism industry is overly dependent
on the fluctuations of that industry. Whereas absentee corporate ownership is
critical in the maintenance of a one-industry econcmy and economic underdevelop-
ment in the coal counties, it 1s govermment ownership and the individual ahsentee
ownership it encourages that seem to b2 most influential in the recreation counties.
The results are similar in that industrial diversification is made more difficult

by the lack of available land, inadequate local capital, and local tax revenue
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insufficient to provide an adequate services infrastructure. Thus, programs for |

economic development in these counties must take into iccount the impacts of pro-
vailing ownership patterns. I

The ownership patterns which have contributed to the economic underdevelop-
ment of coal and recreatfona’ counties also impinge increasingly on agricultural ,
counties. In the next chapier, we will examine the effects such patterns are
having on agriculture, another important segment of both regional and local

economies.
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LAND OWNERSHIP AND ECONOMIC DEVELOPMENT

Footnotes

1,

For a discussion of the failure to develop a mature economy in West Virginia
and its roots in the early economic and political develupments in the state
during its industrialization, see John A. Williams. West Virginia and the
Captains of Industry. Morgantown: West Virginia University Foundation, 1976.

Examples of this perspective may be seen in the following works:

a) Helen Lewis, et. al, Colonialism in Modern Ame.ica: The Appalachian Case.
Boone, N.C.: Appalachian Consortium Press, 1978: b) Keith Dix, “"Appalachia:
Third World Pillage?" in Bruce Ergood and Bruce E, Kuhre, Appalachia: Sacial
Context Past and Present, Dubuque, Iowa: Kend=11/Hunt, 1976, pp. 167-172;
and ¢) Emil Mazilia, "Economic Imperialism; An Interpretation of Appalachian
Underdevelopment," in Ergood and Kuhre, pp. 162-176.

For a discussion of the transitions taking place during this time period,

see Ronald D. Eller, "Industrialization and Social Change in Appalachia,
1880-1930: A Look at the Static Image," in Lewis, et. al., pp. 35-46,

For an indepth case study of cne area see John Gaventa, Power and Powerlessness

in an Appalachiun Valley, Urbana, Illinois. Illinois University Pr:ss, 1980.

For the 72 rural ccunties in the sample, corporate ownership of surface is
associated (thogh ot strongly) with the level of knowicoal reserves, such
that the greates the reserves, the greater the corporate ownership (Pearson's
R = .368 at the: .0001 level of significance) and the greater the corporate
or.nership of mineral rights (Pearson's R = .369 at the .005 level of signi-
ficance). Even within the major coal counties (i.e. those with the greatest
reserves), corporate ownership increases with the level of coal production
(Pearson's R = .437 at the .001 level) for surface ownership, and with the
"yaiue added" in mining (Pearson's R = ,433 at the .036 level in the casc of
surface ownership and .468 at the ,030 level in the case of mineral rights.)

For the 72 rural counties in the sample the relationship between the degree of
corporate ownership of land and minerals and the percentage of the labor force
in mining is significant (Pearson's R = ,479 at the ,0001 level of significance
in the case of surface and .621 at the ,0001 level in the case of mineral
ownership.) This might be expected because we have already found corporate
ownership to be associated with the .evel of coal reserves. However, even in
the case of 37 counties with a high level of reserves, the relationship holds:
co-porate ownerskip meains a heavy concentration of the labor force in mining
(Pearson's R = .580 at the .(0002 level in the case of surface ownership and
.560 at the .001 level in the case of mineral ownership).

The association between absentee ownership and increased coal production is not
a strong one in the case of all absentee (out-of-county and out-of-state)
owners, /Pearson's R = .326 at the ,052 level). However, it increases in
strength when only out-of-state owners are considered (Pearson's R = .450 at
the .006 level)., This would lend support to the finding that che controllers
of the coal production are located in metropolitan centers out of the region.
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7. Capital Resources in the Central Appalachian Region. Appalachian Repional
Commission Report No. 9, Washington, D.C.: Checci and Company, Apuust 1969.

8. For documentation of the effects of boom town development, see, for instance,
Helen Lewis and associates, "Coal Productivity and Community: The Impact of
the National Energy Plan in the Eastern Coalfields' prepared for the Depart-
ment of Energy, February 1978.

9. See the report f¢x the U, S. Department of Energy. Environmentally Based
Siting Assessment for Synthetic FuelS8 Facilities, January 1980,

10. For 37 coal counties, Pearscn's R = .490 at the .002 level of significance.

11. For all absentee ownership, Pearson's R = ,405 at the .013 level. For out
of state ownership the level rose to .539 at the ,001 level.

12, The association between out-of-state ownershkip of land in a county and the
number of manufacturing establishments in 1972 is Pearson's R = .357 at the
.030 level. 1In the case of valuc added in manufacturing, Pearson's R = ,441
at the ,013 level,

13. For corporate ownership, the Pearson's R correlation is —-.453 at the .005 !

level. For out-of-state ownership it is-,486 at the .002 level of significanc .

14. For 44 couuties for which data was available, Pearson's R correlation = .609
at the .0001 level of significance. The level of tourism development was
measured as the percent of service industries in hotels, motels trailer
parks, campgrounds, amusement and recreations, according to the 1972 Census
of services,

15. Cary, William, et. al, The Impact of Recreational Development, Durham, North
Carolina Public Interest Research Group, April, 1975,

16. See Anita Parlow, "The Land Development Rag", in Lewis, et. al., pp. 177-198
for a discussion of some of these studies.

17. This is the argument of Edgar Bingham, a professor at Emory and Henry College
in southwestern Virginia, in his article, "The Impact of Recreational Deve-
lopment in Pioneer Life Styles in Southern Appalachia", in Lewis, eot. al.,

p. 59,

18. As discussed in Parlow. op. cit,, p. 190,

19. For 19 major tourist counties, the association between corporate and povern-
ment ownership of land and level of unemployment (1977) is .472 at the 041
level of significance, For concentration of ownership (i.e. large amounts of
land controlled by few owners) the strength of this rclationship rises even
further (Pearson's R = .580 at the .009 level using the Gini concentration
coefficient.) 3iven the small number of counties in the sample, both of I
these relationships are significant,
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20. For the 19 tourist countius, the Pearson's R correlation between degrce of
corporate ownership of land and per capital income (1974) is -.4%6 at th~
.035 level of significance, For percent of families below the poverty 1.
(1969) the Pearson's correlation is ,i69 at the ,043 level.

21. For instance, for the 19 tourist counties absentee ownership is negatively
related both to total bank deposits (Pearson's R= -.496 at the .030 level
and total time deposits (-.468 at the .043 level.)
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CHAPTER V. LAND OWNERSHiT AND .AGRICULTURE l

The Decline of the Small Farm
Appalachia historically has been thought of as the land of the small farmer.

Studies by the U. S. Department of Agriculture in 1930 concluded that the southernl
regions of Appalachia had the heaviest con¢ .ntration of self-sufficient farms in
the countrY.1 Zven today, what many Appalachians share is a closeness to the land,
a famili~rity with 1t and an attachment to it. Yei throughout this century,
Appalachians have witnessed a constant assault on their land, resulting in che
displacement of hundreds of thousands of smail farmers and the disintegration of
the culture and communities of farming.

Well over a million acres of farmland went out of agiicultural production I
in the 80 counties of our study between 1969-1974, the latest years for which
figures are available. Over 17,000 farmers left farming in this period--about
26 percent of the farming population of these counties. If these rates continued |
throughout the 1970's, the new Agricultural Census will show that in a single
decade over half of Appalachia's farmers will have ceased farming and over a third
of the region's farmland will have gone out of production.

The decline of the small farmer is, of course, a national phenomenon., In
the laie 1930's there were over 6,800,000 farmers in the United States, all but
a few percent of them classified as famlly faru$.2 Today the number is 2,300,000
and still dropping. Tt is estimated that ten fr mers a day leave the land. Total
land in farms declined 2.35 million acres during 1979. '

The reasons for the loss of over four million family farms in this country :
since 1930 are complex, and may vary in importance from region to repion. The
more significant factors appear to e the economic instabi! ity of small farms. the 1
corporate intrusion into agriculture that has been aided and abetted by federal
policies, and loss of land for ~griculcural use.3

At the heart of the small farm crisis lies the economic disadvantage of the
small farmer. New style agricultu:e, with its intensive use of chemicals .nd
machinery, requires a degree of capitalization which is often beyond the reach of
small farmers. The small farmer feels the pinch from corpo -ation "input" supplier:
(machinery, feed, fertilizers, and seeds) and from the "output" corporations
(the middlemen) that process, market and retail the farmers' product. In 1974,
the farmer received only 4] cents out of each doliar the consumer spent on food,

Only six percent of the rise in food prices between 1954-1974 went to the farmer.,

J82




' farm production is coming into tue han

Moreover, a high degree of actua

corporate interests. This has .urred primarily through contract farwin,

soon may account Ior over 50 percent of America's fooa supply.

A number of governmental policies have worked t. the advantage of ¢

and large growers and have given impetus to t’ e disappearance of the ama

The mest importan: »>f these special acvantages a.e (1) agricultural supp

grams which subsidize the corporata inteiest ia agricultural production;

laws (e.g. inheritance taxes), which place family farmers at a competiti

advantage because of the vari:ty of income tax loopholes available to la

farm Lavestors in farmland; {3) agricul.aral 1
(4) the

porate farm units and non-
policies which work to the disadvantage of the small farmer; and

orientation of the USDA and the land grant colleges, an orientatior that
helped to devélop the highly mechanized, . ~pital intensive pattern of pr
which has ccntributed in large part to the de~line of the smsll farm.
Such factors, however, are not the only significant elemerr.s bei i
farm crisis. As discussed in Chaptes I, the loss of sgricultural lanads
farm owners has also been an issue of natiounal importance. In Appalac
this study finds that patterns of land ownership aad use contribute to
of land for agriculture. In general, corporate, absentee and concentr
ship patterns are each associar °d with a low use of the laud for farmi
such patterns are prevalent, or are newly emcrging, agricuitivre compet
other lanu uses, especially energy and tourism develop-ont, bringing f
pressure on the farmer. Combined with the otk v economic prescures on
farm, patterns of land ownership and usemay bc’‘a encourage ex.sting fa
give up farmland, as well as discourage or prevent new farmers from ob

it for agricultural pcooduction.

To understand the current trends in Appalachian agricuiture, ard
corpotrate and absentee owrership, we mst firs* understand tne histori.

lopment of agriculture in the region.

History o: Agriculture in App~'achia

Originally, settlers came toO Appalachia to hunt, > fish, and to
little.b The soil was rich and sertlers turned more an ore to e r
corn and iivestock. Based on the Native Americar. example, they us 1
but productive style of agriculture--the slas* and burn metnod. By t
nineteenth century, Appalachians had come to support themselves by mea
sistence anriculture, supplemented by a. outsid~ income raised firsr t

ing and lumbering and later by the szie of whiskey.

] n
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Corporate acquisitions by lumber and coal interests and the subsequent

exploitation of coal and timbe: at the turn of the century limited the amount
of land available to the Appalachian farmer. As a result, farmers were often
left to farm land which they had never intended to use as thelr sole means of
support. With this intrusion began the decline of mountain agriculture. In
Wise County, Virginla, the sit» of the opening of the southwestern Virpinia coal-
fields, there were in 1880, 1,145 farms covering 273,654 acres. By 1920 the
number of farms had dropped on'ly slightly to 1,067, but the Yand in farms had been

dramatically reduced to a mere 72,877 acres, less than one-third the original

area. The development of the National Forest, prompted by the tremendous devas-
tation of the region's woodlands, later played a similar role in shaping the
course of subsistence ugriculture in the mountains. For example, in 1911 the
initial purchase unit (Whitetop) of the Jefferson National Forest in southwest '
Virginia was 11,358 acres; by 1978 its holdings totaled 683,675 acres. i
The loss of land for farming in Appalachia which began over a hundred years
ago, continues through some of the same agents today. The timber industry and the
coal industry have been expanding and consolidating their control over land in
Appalachia. The expansion of federal government holdings, begun in the second E
decade of this century, and the recreational development usually associated with

iz, add further to the pressures on agricultural land.

**Beginning in the 1870's, the national need for lumber brought agents
of timber corporations into Appalachia. They coaducted title searches
which often led to the Appalachian farmer being stripped of much of
the land that had supported him. As Harry Caudill points out, the
Appalachian subsistence farmer usually titled only the small portion i
of the land that he actually cultivated, and, as a result, lost to the
timber companies the untitled land where he had hunted and fishod.S ’
Farming was made even more difficult by severe siltation and fléoding
problems from the timber industry's logping practices and its removal ’

of the repion's virgin timber.

*%The development of the coal industry prior to the turn of the century led
to the next major disruption of the land used by the subsistence farmer.
The agenis of the coal industry used a variety of maneuvers to cajole
Appalachians to.sell their mineral rights. rhe resuit, in Caudill'-
words, was that the Appalachian farmer came to bhe "...little more than

. . 6
a trespasser upon the soil beneath his fect." Many subsistence 1armers
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deserted their ancestral farms to take jobs in the coal camps, but

a majority stayed behind to follow the same pattern of agricultural
life. Dean Pierce describes what happened next:

Those who remained on the land attempted to provide more food

or whiskey to meet their own increased needs and the demands of

the coal camps. The additional foodstuffs raised to sell to

these camps led to the eventual and everlasting destruction of

the soil. It was thee. increasing outside pressures that came to
overstress the agricultural system and finally to destroy the fer-
tility of all the soil. Moreover, the coal camps, through an unjust
control of tax assessment, passed the tax burden back to the land-
owners, falling heavily upon the subsistence farmer, who could ill
afford to pay for the area's desperately needed services.’

By the 1930's the Appalachian farmer had become so dependent on the coal industry's
cash economy that he was totally unprepared when the depression forced him once
again onto s* . stence agriculture to support himself. In Alabama, small land-
hoiders acro.. the state were often unable to pay even their low property taxes.

As a result, from 1928 to 1933, over 2.6 million acres of land in the state were
sold for taxes out of over 41 million acres of Jand that were tax delinquent.
Eighty-four percent of the land that was sold for taxes was farmland. Much of
that farmland was purchased by large land extensive corporations, primarily timber

companies.
Those who had left their farms to become miners fared little better. In

1932, a survey of 956 unemployed miners ir aentucky and West Virginia found that
only 11 percent wanted to return to mining, while 48 percent wanted to return to
farming. However, by now the return to farming was blocked, for the miners no

longer owned the land. Malcolm Ross, a New York Times writer, wrote in 1933 about

miners who "would desire to return to cultivation of the land; the trouble is
they no longer have any claim to it. The coal compznies own the land."”
Historically, the Appalachian small farmers have clung to and fought for

their land against very difficult circumstances. They continue to lose the battle.

Land Ownership and Agriculture in Appalachia Today

Today, Appalachian farmers have much in common with small farmers elsewhere
They suffer from the same governmental neglect, financial instability, and cor-
porate dominance that plague small famers throughout the country. Yet there are
some obvious differences. The Appalachian farmer tends to be older, less cdu-
cated and poorer. The average farm in Appalachia is smaller, and the uneven topo-
graphy results in the division of available cropland into such small and scattered
field. that efficient use of machinery is at times impossible.lOThe pressures on
farmland from energy development, tourism and federal acquisitions pose specia]'
problems for Appalachian farmers.

One clue to the reason for farmland loss irJ Kb&lachia is found in Table 1.
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The greatest loss of farms in the survey counties was in kencucky and North Carolid .
The greatest loss of farm acreage was in Kentucky, West Virginia, and North Carolina.
These states are also the ones in which coal or recreation deve.opments have been

greatest. In fact, all but one of the counties in the sample which lost 30 percent

or more of their farms between 1969-74 were significantly affected by tourist

and second home development or by coal production. (See Tables 3 and 4, pp.135 & 139.

TABLE ¥-1:Loss of Farms and Farmland in 80 Appalachian Counties

1969-1974
#f_FARMS % _FARMS # ACRES % ACRES
ALABAMA 5,696 25.3% 442,578 17.4%
KENTUCKY 1,406 31.4% 118,531 27.37
NORTH CAROLINA 3,680 31.3% 205,056 22.2%
TENNESSEE 1,686 1.4 163,388 15 2%
VIRGINIA 3,183 22.8% 182,255 11.5%
WEST VIRGINIA 1,366 26.4% 219,380 23.9%

What are the land-related mechanisms encouraging this loss?

Coal development in agricultural areas, especially strip mining, frequently
destroys the land for subsequent farming, through acid mine drain.ge and flooding. *
The absentee corporate owhership assoclated with coal development limits future
agricultural use of he land, since mineral lands are usually held for long-term
speculative development. 1In the traditional coal counties, the barriers to housing
and commercial development posed by corporate and absentee landholding in many
areas have led to uropan sprawl along the narrow river bottom land that is the ‘
major farmland in such areas. When large blocks of land are taken out of the
hcising market, farmland is often converted to resicential development. Even a
predominantly rural state like Kentucky lost 123,181 acres of prime farmland to
urban sprawl from 1969 to 1979. While much of this loss was in areas surrounding ,
the urban areas of central and northern Kentucky, Pike County, in the heart of the
eastern Kentucky cozlfields, was among the top counties in the state in terms of
such loss.

Federal and state ownership, with its associated rec ‘:ational deveclopment,
has placed undue pressures on farmland in western North Carclina, southwestern
Virginia, and c¢lsewhere. ‘When these acquisitions are accompanied b. ccrporate
purchases of vast acreages for purposes of building pump storage facilities aand

othe~ dams to produce electricity, .he loss of farmland can be significant. In

1n6




130

areas where these ownership patterns are found in combination, land speculation
can lead to a rapid escalation in prices for farmla.d, making either the retention
or expansion of farmland more difficult. Mr. G. Halsey of the Grayson Couniy
(Virginia) Agricultural ‘Stabilization and Soil Conservation Office provides an

excellent example of the resulting price spirais.

Grayson Highlands State Pa-k, Mount Roge.s National
Recreation Area, and APCO all chres buying land in thz county
at the same time caused the price »f land to get higher. County-
wide, land is now selling for $600-700 per acre, which is probably
riple in price since the 1960's.

It is not surprising that the Appalachian farmer is older than average, when
spiralling land prices have made it next to impossible for new or young farmers to
begin farming. If an individual has not inherited a piece of land, the initial

investment for land and operating equipment can be close to $400,000.

The striking loss of over a million acres of farmland with over 17,000 farmers
in our sample counties of Appalachia between 1969 and 1974, is in part connected
with the reasons for the national decline in agriculture during this period. Our
study also suggests that the land ownership and iand use pressures discussed above
contribute to the decline of farmland in the region. In general, our study found
a significant correlation between absentee and corporate control of land and the
use of land for farming. And we found that two developments in particular, energy

and recreation development, have had major impacts on the loss of farmland.

Agriculturc and Land Ownership: The General Pattern

Indicators of a decline in the agricultural economy of the region include
loss of acreage and farms, a low percentage of the land in rural counties devoted
to agricuiture, farmers having to gain their income from other, nonfarm, employ-
ment, and the increasing average age of farmers--suggesting that new and young
farmers are not getting a start in the business. The historical devclopment of
agriculture in Appalachia suggests that we should expect corporate and absentee

ownership of the land tc be associated with these indicators, in turn implying




that these lard ownership patterns act as a barrier to the agriculiural economy.
Correlations made in 72 rural counties of our sample show that this is indeed
the case.

In Appalachia, corporate control of agricultural land does not seem to lead
to agribusiness--corporate agricultural production--as it does elsewhere in the
country. Here the reverse seems to be true: corporate ownership takes land out
of agricultur: altogether. In our survey counties, the greater the corporate
control of land, the lower the percentage of land devoted to agriculture. Of
the 31 rural counties with a higher than average amount of land in agriculture,
87 percent have a below average level of corporate ownership. Of the 26 counties
with a high level of corporare ownership, on the other hand, only 4 also have

a high degree of the county devoted to agriculture.

Absentee ownership of land is also associated with low use of land for farm-
ing, as is concentration of ownership (greater acres in fewer .ands). These
associations suggest that where land ownership becomes concentrated in a few
corporate and absentee hands, it may be valued for reasons other than its far .
potential (e.g. =rergy development, mineral and timber resources, recreation).l3
Farming of that land, even while it lies idle, will be discouraged. TIndecd, we
found that the less the local individual ownership, the less the use or lLand for
farming and the lower the value of agricultural sales in a county. This is
illustrated in Table 2 A & B. Of 38 counties with a relati&ely high level of
land not owned by local individuals, 74% had a lower level of agricultural use
in the county and 767 had a low level of agricultural sales. On the other hand,
of 34 countjes with a higher proportion of land owned by local individuals, 62%
had a high level of far-.land and 62% had a high level of agricultural sales.

«en large blocks of land are essentially taken out of local use be:ause of
their ownership patterns, we may expect the consequent pressure on remaining agri-
cultural land to be great. Housiag and economic development uses compete with
sm1ll farmers for the use of the remaining blocks of available land, and both the
consequent price spiral and related property tax pressures exa crbate the problems
for family farms (see Chapter (Il on tax problems).

Where farmers are unable to expand or improve their farms by acquiring more
land because of high prices or unavafiability of land, and where taxes arc high,
we may expect that farmers will have to turn to other occupations to supplement

their Ffarm income. We may expect such a patterr to emerge more clearly in those
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TABLE 2A :

Local Individuals

Percent of County
Not Owned by

TABLE ZzB

Local Individuals

Percent of County
Not Owned by

Percent of County Not Owned by Local Individuals

BY Percent of County in Agriculture

Percent of County in Apriculture

*Number of counties.| lo hi TOTAL
**Row percent. (Less than (25% or
***Colunn percent. 25%) Gr2ater)
. —- -
lo 13% 21
(Less than (38%) ** (62%) 47%
407%) (327%) *%* (58%)
hi 28 10
(40% or (74%) (26%) 53%
Greater) (68%) (32%)
TOTAL S7% 43% 100% |
Pearson's R. Correlation= -.462 at the .0001 level of probabiitity.
Percent of County Not Uwned by Local Individuals
BY Level of Agricultural Sales
Level of Agricultural Sales
*Number of counties. | lo hi TOTAL
**Row percent. (Less than ($5 million
***Column percent. $5 million) or greater)
| - ]
lo 13% 21 .
(Less than (387%) %% (62%) 47%
40%) (317%)=+* (70%)
hi 29 9.
(40% or (767) (247%) 537
Greater) (69%) (307%)
TOTAL 58% 42% i 100%
— p— T +—

Pearson's R Correlation= -.437 at the .000: level of probability.

]I‘\
'\'




areas where farming is still practiced than in those areas where it has been

virtually eliminated already. In the average county of our sample, 55 percent of

the farmers gailned more income away from the farm than oa it. In the high agri-
culture counties, fewer farmers held other jobs. But within those high agriculture
counties, there is a correlation between degrce of absentee corporation and govern-
ment ownership and the proportion of farmers with other jobs. The greater the ab-
sentee corporations and governmeant ownership, and the greater the concentration
of land in a few hands, the greater the percentage of farmers with other major
occupations.15 For instance, of thirteen agriculture counties in the sample with
a highi o than average level of concentration, twelve of them also had above average
percentage of farmers with other jobs.

In our general amnple, some significant relationships have been found between {
land ownership patterns and the structure of agriculture. Such relationships
emerge even more strongly when we lo -k at two particular types of counties: those l

in which recreation and tourism are placing increasing pressure on tae land, and

those in which energy development is taking pl .. |
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Agriculture and Land Ownership: Tourism Counties

Traditionally, agriculture has played a significant role in the eccnomies
of most of the counties which we class as recreational. It continues to contribute
substantially to these counties' cash receipts~-in 1976, in the twelve counties
of our study in western North Carolina, for example, cash receipts generated by
agriculture amounted to $105,852,000. But the dynamics of tourism development
threaten the continuation of agriculture as an integral part of mdny local econo-
mies. In particular, the pressure cn farmland created by second home develoupment
and recorts may destroy what was once the most stable element in a diversified
local econoumy.

Case studies illustrate the trend. Iu Swain County { North Carolina; for
example, 26.2 percent o: the couaty's land was in farms in 1939 (even after the
federal government had made its major acquisitions for the Great Smokey Mountains
National Park and the Cherokee reservation). These and subsequent federa qui-
sitions in the county have created a situation in which over 80 percent oi the land
is owned by the federal government. As in the case of many other western North
Carolina counties, this cwnership has spurrea the purchase of second homes and
recreational development. The combined effects have led to a dramatic decline in
farmland in Swain County such that by 1974, only 2.8 percent of the land was in
farms. According to one local resident:

There really hasn't been a young person getting into
farming lately because of high land prices and outside pressure
of peopl. coming in from outside the county and who are willing
to pay a high price for it (the land). This has taken good land
cut of agricultural use ana out of production.

In the five year period from 1959 to 1974, the most recent for which data
arc available, high losses of farmland were recorded for many of the recreation
counties we studied (see Table 3).

For most of thece recreation counties, farmland loss was considerably higher
than for the average county in our sample. Indeed, in three Nor*' Carolina
counties (Jackson, Mitchell and Clay) around twice the average farmland loss occurred.
Recreation counties in West Virginia and Virginia were not far behind. 1In the
eight North Carolina counties alone, almost 150,000 acres of farmland were lost
in just five years, and over 2,700 farms—-more than a third of the farms in these

counties.
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TABLE V~3

Tourism/Second Home Counties with High Loss of Furmland, 1969-74

Percent 1
Percent Loss In # Loss Percej
Loss \cres in Acres Tourist.
COUNTY STATE in # Farms Farms in Farms Services _
Swain North Carolina 46.9 27.4 3,700 85.5
Jackson Nortn Carolina 40.3 41.6 15,175 43.3
Mitchell Nerth Carclina 36.9 32.3 17,308 N/AZ
Clay North Carolina 36.5 35.3 10,727 N/A
Randolph West Virginia 36.5 25.6 46,442 24.5
Ashe North Cerolina 35.9 19.2 33,010 12.5j
Avery North Carolina 35.8 24.9 10,352 54.6
Ciumberland Tennescee 34,3 14.3 15,820 37.4
Watauga North Carolina 30.3 16.2 12,338 64.0 |
i
Madison North Carolina 30.1 27.9 46,117 N/A

1. Percent of service receipts in the county vased on hotels, mo:els, trailer
parks, camp grourds, amusement and recreation (based on 1972 Census of Services)

2. While data is not available for these counties, it is known from other sources
that these counties are strong in tourism and second hcme developments.

3. While the tourism industry is not as high in Ashe County, other data iilicate
the number of second home purchases to te high.
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Land ownership patterns have played a major role in this declining agri-
cultural economy in the tourist counties. Second home and resort development
create land speculation and a price escalation which puts land prices far above
what the local market can bear. Land values in relatively undeveloped agri-
cultural townships of Watauga County (North Carolina), for example, ircreased
an average of 27) percent in the twelve year period from 1563 to 1975. Ross
Payne, a local real estate agent in Cumberlzna County (Tennessec) said that the
general price of land has gone from $100 per acre, the price of land when he
first ¢ame tc the county fiiteen years ago, to around $1,000 per acre now.

High land prices affect agriculture in several ways: They may tempt people
to sell, and thereby put land out of agricultural use. They act as a barrier
to expar om of farms or to new farmers entering the occupation (unless they have
been fortunate enough to inherit a plot of land). Property taxes soar to meet
new services demanded by the tourist economy. The increasing property tax burden,
especially hard in those counties where much of the land is taken out of the local
tax base by public and non-profit ownership, increases the economic problems of
"making it" in farming which already exist at a national level.

Tt .e arguments about the importance of land ownership patterns can be sub-
stantiated by several correlations made in our study. In these recreational
counties, it is absentee and public ownership of land that has the major impact
on farming. In many of the recreational counties,'federal government ownership
of land increases the pressure on and competition for already scarce land. Of
the 19 tourist counties, 12 have a high Jegree of public ownership. The average
tourist county has 14.2 percent of its land in public ownership, almost double the
average for non-tourist areas of our sample. Jf the remaining land in the county,
out-of-state individuals own an average of 17.5 percent of the surface, compared
with 12.2 percent in non-tourist areas. Altogether, 14 of the 19 tourist countics
(74 percent) have a high degree of absentee ownership.

The correlations which exist for our sample generally between tne degree of
absentee, corporation and government ownership and the lack of land in agriculture

in a ccunty are even stronger in the high tourism counties.
Withi-. the tourist ccunties we also find associations betwean these land

ownership patterns and other indicators of a farm crisis-~such as farmers turning
to other jobs, and increasing age of working farmers.

We might expect that where farmland is being lost and farms are disappearing,
farmers will not be able to maintain the economic viability of their operations.
Not only will individuals cease to be farmers altogether, *ut also individuals who

continue to farm will have to turn to other, nonfarm jobs, i. order to supplement
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their farm incomes. Within the recreational counties, we find more farmers turning
to other occupations than in the agricultural counties of our sample (although to

3 lesser extent than in coal counties). Within the tourist zounties in parti-
cular, we find that the percentage of farmers taKing other jobc is associated both

with the degree of public ownership of land, and the cembination of corporate and

public land ovnership levels. Of the cleven tourist counties with a high level
of combined absentee, corporate and government ownership of their land (that is
with a lower than average level of local ownership), nine (92 percent) also have
a higher than average number of farmers in other jobs.17

The pressures on the farm economy created by land ownership patterns--land
scarcity and high land prices in particular--limit the economic viability of
farming in recreational counties. This not only incri:ases the likelihood that
people currently farming will seek other employment; but also diminishes the
likelihood of new people entering farming. While the reasons that fewer people

are choosing agriculture as a career option are quite complex, our study indicates

that the scarcity of reasonably priced land may be a factor in the recreat ional

counties. In those counties there is a strong correlation between the percent
increase in average age of farmers (1969 to 1974), and the degree of public owner-
ship of land in the county, as well as the degree of absentee concentrated owner-

ship (such that fewer people hold greater amounts).18

What appears to be occurring today in the recreation areas of Appalach@a is
a process similar to that which occurred decades ago in the Central Appalachian
coalfields. There, with the development of an energy industry, the people were
displaced from their land and turned into the miners needed for industrialization.
Today in recreation and agricultural areas, people are also being displaced, often |
to provide cheap labor for industries in the process of again industrializing the

region, or for support services necessary for recreational development.

Agri~ulture and Land Ownership: Energy Counti-

It is clear from the histcry of agriculture in the region that coal develop-
ment has had a negative impact on farming. What our study reveals is that these
effects on agriculture are not only historically true but are coatinuing today.

In the sample counties generally, the greater the level of coal production,
the less the number of farms in a county; the less the farm acreage in a county, b
and the smaller the proportion of the county in agricultural use.19 In analyzing
the mechanisms of this iipact, and the role of land ownership patterns in explainin,
it, it is useful to look at two groups of counties- those which are alrcady major
coal producing counties, and have been sc¢ for many years, and those which are cur- |

rently more agriculcural in their economic base, but which ar: currently facing
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Major Coal Counties

Most of the major coal counties are in the Central Appalachian
region, and much of their land was removed from agricultural production
long ago. The 1974 agricultural census, for example, lists only one
farm in Mingo County, West Virginia. But to say that farming is no longer
predominant in these counties is not to discount its significance. The
small farm plot has provided important security for miners in times of
coal bust, for the elderly and unemploved, or for those working in lower-
paying jobs.

While the development of the coal industry took its toll cn agri-
culture years ago in these counties, there has continued to be a loss
of farmland even into recent years. This suggests that the last thread
of independent economic security for residents in major coal countiecs is
finally being c¢roded. Table IV provides the coal producing countics in
the sample, in which loss of farmland betwecn 1969-74 has been the most
dramatic. The average coal county lost almest 30 percent of its farmland
in this period, double “he rate in still agricultural counties. Only 18
percent of the land in these counties is now in agricultural use, about
half the proportion in non-coal counties of our sample.

The contribution of land ownership patterns to the decline of agri-
culture in .hese coal counties is sugges.. by correlations we found
between corporate and absentee ownership of land, especially of minerals,
and indicators of agricultural decline.

The greater the corporate control of mineral rights in these coal
counties the greater the loss of farms tetween 1949 and 1974. “he cor-
relation increases in strength when corporate control of both surface
and mineral rights is combined into an Index of Resource Contm].2

Among the coal counties, cor.orate ownership of the land is associ-
ated with lower agricultural use of land 0f 42 majur coal countics, only
eleven (26 percent) had a high level of land in agricultural use. Of
these counties nine (82 percent) had a low level of corporate control. 21

The situation in Harlan County, Kentucky, provides a good example
of what is happening to farmin; in the coal counties. In Harlan County,
only 2 percent of the land is now used for farming--some 6,600 acres.

Only 46 farmers were listed in the 1974 agricultural census as farming
this land. Thirty-eight of these had an annual income of less than 32,500,
and 22 of them had an in-ome of less than $1,000. Only fifteen farmed

full-time. lwenty-five were at or ncar retirement ayge. Case studies from
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TABLE V-4 Coal Counties with High Loss of Farmland, 1969-7¢&

Percent Percent #f Loss

Loss Loss ir in Acres
COUNTY STATE in # Farms Acres Farm_ in Farms Production
Knott Kentucky 79.67% 67.6% 9,174 4,321,000
Dickenson Virginia 60.8 49.4 10,282 5,299,000
Buchanan Virginia 59.8 62.1 16,382 15,804,000
Perry Kentucky 57.6 48.1 5,350 7,473,000
Martin Kentucky 54.0 32.6 1,986 8,160,000
Logan West Virginia 51.2 49.2 2,289 8,612,000
Floyd Kentucky 45.5 42.2 13,821 4,562 000
Johnson Keutucky 45.1 40.3 20,667 3,810,000
Wise Virginia 44,1 40.2 8,757 12,290,000
Pike Kentucky 40.9 35.3 7,097 19,002,000
Lercher Kentucky 39.8 56.1 5,792 4,126,000
Lincolr Uest Virginia 39.7 31.8 17,301 172,000
Raleigh West Virginia 39.0 34.5 16,157 6,828,000
Knox Kentucky 53.2 8.5 5,998 1,112,000
Breathitt Kentucky 31.8 35.8 30,451 6,373,000
Anderson Tennessee 30.9 26.1 14,928 1,660,000

*0f these, Lincoln County is the only one without over 1 million tons of

coal produced.

However, land and minerals are tigh.ly controlled by cnergy

comp.iies, and have been subject to heavy leasing, as the Lincoln County case

study shows.
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major voal counties document the problems farmers tace in holding or

their land, and making a living from iu. Little land is stiil avail
for agriculture use, and what there is may be threatened by the eff:
of mining. Unchecked strip mining disturhs the lJand, fills creeks
silt which encourages flooding, & 1 creates acid druinage which ruis:
the land it floods for futurc crops. Seventy-five percent of Crank:
in Harlan County is estimated tc have been distrbed by strip minin
What this means for local residents is that the creek is silted up,
most of the land below the .trip job is ruined. Becky Simpson, a C
Creek resident, savs "Folks can't farm anymore, because they clay m

washed over the soil; the land no longer atsorbs water.”

Agricultural Counties Being Developed For Coal

On the fringes of the traditional coalfields, especially i so
Tennessee and northern Alabama, there are counties in cur survey wh
agriculture has been the traditional economic base, but nineruss ar
sent and their exploitation is beginaing to occur. In these counti
corporate and absentee ownership of minerals are coming into increa
conflict with local farncrs' use of the surface 1.-i. A representa
of the Dekalb Co: ..y (Alabama) Soil Conservation Service says that
dramatic increase ir strip mining for coal ove~ the past ten y~ ar~
taken a great ueal of farmland out of production in scme areas of t
county. In Dekalb County, farmers have reportedly gotten together
times to buy land as a measure to prevent its purchase by absente~
terests.

In the southern Tennessee counties which are now being exploit
for their coal, there were several court decisions in the mid 1970'

which backed the right of mineral owners to strip mine land without
consent of the surface owners. In response, the state representat

from one < the affected counties, White Councy, with the citizen':
group Savi: Our Cumberland Mountains, pushed a bill through the «tat
legislature in 1977 to force mincral owners to gain the consent ol
surface owners before mining.  Though the Law wan cludenged, e b
recently been upheld by the Fenncusece Supreme Cound,

Strip m..ing of land 1s the most obvious instance where cecal d
ment may act as a barrier to agricultural use of the land. Other ¢

of corporate and absentee control of land and ninerals, especially
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price spiral, may also have adverse effects on agriculture., .or in-
stance, Gary Kobylski, of tne Walker County (Alabama) Soil Conser-
vation Service estimates tﬁa& the lowest selling price for farmlund in
that county is around $1,000 per acre, although some companies have
offered farmers as much as $5,000 an acre. This price escalation occurs
in a county where concentration of land ownership by the coal industry
has taken up to 20,000 acres of farmland out of crop production. A new
regulation to preserve agricultural land by prohibiting mining of any
land which has been planted in crops for five of the last ten years
seems only to hav¢ encouraged speculation. Companies simply purchase the
land and keep it out of production for five years.

In the agricultural counties of our sample_rhere is a strong negative
correlation between corporate and absentee control of mineral rights and
the percentage of the cour*y used for farming. This correlation is even
stronger for the Index of Resource Control, combining surface and mineral
ownership.23 In these counties, corporate and avsentee land ownership

patterns are ascciated with a lowered agricultural use of land.

Where there is a high degree of corporate ownership of
land, and-especially of mineral rights, there is also a high proportion
of farmers who turn to other jobs to supplement their farm incomes. Since
this land is taken ¢.: of the local market, either by price or by unwill-
ingness to sell, and since the actual exploitation of coal under this
land involves the destruction of the surface, farmers cannot expand their
acreage to increase production efficiency, and n.w farmers cannot easily
get a start in the occupation.za

The impact of coal development in these agricultural counties is
only beginning: as more minerals are bought up, and as they begin to be
exploited, we can expect that agriculture will be more widely impacted.
We may expect to find patterns developing in these counties which are now
more clearly apparent in the "old coal" courties—-a decrease in tue use
of land- for farming, an aging farm population, a barrier to youngz people
getting a start, an increasing pressure to turn to other jobs as a source
of income.

It may be suggested that the move from an agricultur:l econcmy to
a coal economy is not necessarily a bad thing for the residents of the
region, However, there is evidence that a decline in agriculture is

associated with econounic disadvantages for local residents.
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Loss of Farmland: The Economic Impacts

In our sample counties, the agricultural counties seem to be cconomically
petter orf than the coal counties, despite the great ea’th of natural cesources
which exists in the latter. In our Virginia sample, for instance, the median
family inc se in the coalfield counties is only 63 perceat of the state avérage,
while in the agricultural counties it is over 70 percent of the state average.
The coalfield counties also aave a higher proportion of families living at or
below the poverty level than do the agricultural counties. The .asons become
clear from case study examples. Agriculture has in many cases provided a cushion
against less stable sectors of the economy (whether coal with its boom and bust
cycles, or tourism). In Walker County, Alabama, agriculture is given credit by
local authorities for carrying the county through the coal bust oi the 1950's,
whep almost all the 7,000 jobs in the coal industry in the county were lost.
Agriculture is still a significant sector of the economy in Walker County
(employing 22 percent of the workforce, compared with the 24 percent employed
in the coal industry). A balanced and diversified local economy, iike Walker
County's, has a greater chance of surviving economic hardships unscathed than
the one-industry economy found in many other counties of our study.

Other case studies illustrate the economic advantages of a significant agri-
cultural base. Dekalb County (Alabama), a predominantly small farm county with
a well-distributed land ownership pattern, had an unemployment rate of only 5.8
percent in 1979, compared with the state average of 7.1 percent. In Shelby County
(Alabama;, for all income indicators of fconomic health, the farm popu:iation wus possibly
better off than the nun-farm population:- Of the 1,960 farm adults recording income
in Henderson County (North Carolina) in 1979, 52 percent or 1,166 had incomes in
excess of $20,000. Anothe: 26 percent made between 52,500 aid $20,000.

The effects of agricultural decline can be seen in Grayson Ceurty, Virginia.
In 1950, when agriculture was still a dominant part of the county's economy, and
44 percent of the workforce was employed in arming, the a.erage weekly ware was
83 percent of the state average. By 1977, when only 16 percent of the county's
workforce was employed in agriculture, and the county's eccnomic base haa changed
tc emall-scale manufacturing, the average weekly wage was only 58 percent of the
state average. The proposed federal and state develonments that will lead to a
tou.ist and recreation based economy in tle county, with its low wages and scasonal

employment, is unlikely to improve this rati.,
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Even in counties where agriculture continues as a significant porticn of
the local economy, the impact of land ownership patternc may be to make it less
diversified and stable. less of an effective cusnion against economi depression,

than in the past. For instance, production may becom2 focused on cvops that will

yield a relatively large cash income on small areas of land. In western North

Carolina this has meant ornamental shrubbery and Cbristmas trees; in parts cf
Alibama this has m¢ 'nt poultry; in otber areas it means tobacco. Robert Thornton,
the county extension agent in Walker County (Alabama), attributes the development
of the broiler isdustry in that county to the lac of availability of land and the
high jr.ce of iand.‘ Any of thesc limited (one-crop) farm enterprises are vulner-
able to economic changes in ways that a diversified food crop agriculture may not
be. ¢

Several studies in other areas of the country have discovered a clear and
direct relationsnip between small farms and a high level of social and economic |
development in small rural communities. The most important of these studies re-
ported that as compared to a communitv surrounded by large farms, a small farm
community had twice as many businesses, 61 percent more retail trade and three
times as many household and buiiding suppIly purchases. It supported more people
per dollar of agricultural production,had a better average standard of living, a
much greater proportion of indepondent businessmen and white collar workers, more
and better schools, and twige as many civic organizations, chirches and means of
comrunity decision—making.2C ‘Wwhile drawing eaact parallels betweer commi vities
analvzed in the above study and rusal Appalachian communities may be riswy, such
findings should prompt serious consideratior of the positive effects of small farm
agriculture.

There are also other arguments which attest to the viability (evea desirability)
of a small-farm-based agriculture and would support wnaetever efforts are necessary
to prevent the loss of small farms in Appalachia. The ecological argument suggests
that the farming nractices utiiized on small farms are more ecologicaliy sound
than those on large farms. The efficiency argument maintains that the small f-rm

can be just as or more efficient than the large farm. Even th2 Raiston Purina

Company, with long experience as a corporate farmer, admits that the family farmer
"can meet and many times surpass the eliiciency of large units that operate with
hired management." 27 The political argument for small-fasm-based agricultur
suggests that political democracy is impnssible without cconomic democracy ane

that the latter is enhanrced by a diversified system of agriculture bascd on the

»

widely dispersed ownership patterns typical of small farm agricalturc.
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While the economic and social advantages of small farm agriculture are clear,

policy strategies to promote it are rare. For example, the Wythe County (Virginia)
Comprehensive Plan views agriculture as an important component in a diversified .
economy. Yet, while the Plan seeks to "*promote" industrialization, it s2eks only

to "proteet" agriculture. For regional policy-makers, the small farm has been

largely ignored, as "inefficient." The Aﬁpalachian Ragional Commission has almost

no programs directed touard small farmers. Nevertheless, the economic and social
advantages of the small farm in the local econcy must be recognized, as well as

the other arguments in favor of the small farm. )

Land is impgrtant historically and curturally to Appalachian people. It has
been in the past, as Gladys Maynard of Mart.n County (Kentucky) puts it, "the
people's survival kit." FEconomically. it has provided cash to counter the low
wages and marginal emplo.meat often found in their rural communities, and it has
offered some security against boom and bust industries. Appalachians have strug-
gled to preserve their land, their values and their lives as they know them. Our
study <hows that they are losing this struggle, in part due to the nature of land

ownership in the mountains today.
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Chapter V: Land Ownership and Agriculture
Footnotes

1

2.

10.

11.

12,

13.

14,

Cakes College, 1973) p. 77.

', S. Department of Agricrlture, ESCA, Status of the Family Farm: Second Annual

Report to Congress, Agricultural Economic Report 434 (Washington, GPO, 1979) p.%

The literature analyzing these factors is summarized in Steve Fisher and
Mary Harnish, "Losing A Bit of Ourselves: The Decline of the Small F.rmer,"
paper presented at the third annual meeting of the Appalachian Studies Con-
ference, Johnson City, TN, March 22, 1980.

Much of this analysis is taken {rom Dean Pierce, ''The Low-Income Farmer:

A Reassessment,' Social Work in Arpalachia 3 (1971), 7-1CG. Pierce offers a
good, concise summary of the historical development of agriculture in Appa-
lachia. He relies heavily upon the analyses by liarry Caudill, Night Comec
to the Cumberlands (Boston: Atlantic-Little Brown, 1962) and Anttony Car: so,
The Appalachian Frontier (Indianapclis: Bobbs-Merriil, 1959).

Caudill, pp. 61-65, 71.
Ibid., pp. 74-76.
Pierce, p. 8.

See Alabama State Report

Malcolm Ross, Machine Age in the Hills (MacMillan, New York, 1933), p. 84.

Roy E. Proctor and T. Kelly White, "pgriculture: A Reassessment.' in

Thomas R. Ford, editor, The Southern Appalachian Region: A Survey. {(Lexington:

University of Keutucky Press, 1962) p. 87.

Unless otherwise indicated, agricultural data used in these correlations i

based upon the 1974 Census of Agriculture. Recognition is given to the possible

difficulties of correlating ownership in 1978-79to these agricultural traits.

In the 72 rural counties in the sample, the association bectween percent of a

county corporately owned and the percent of land in agriculture ic significant:
Pearson's R= -.498 at the .0001 levcl. The relationship increase s in strength
when both corporate and public land are included, rising to Pearson's R = -,

at the .0001 level. Outside of the cnoalficlds, 987 of the countics studicd have
a high degree of agriculturai land use, and a1l of these aave a low degree of

corporate control. For 22 counties outside the coalficlds, the Pcarson's R
correlation between percent of county held by corporations and sgovernment .and

the degree of agricultural 1l¢ ' use is -.622, at the .002 level of probability.

The correlation (Pearson's R) between the percent of a county abscutee owned
(i.e. by out of state and out of county owners), and the percent »f land used
for agriculrure is -.429 at the .0002 level of probability. For ron coal

counties, the negative relationship strengthens to ~.£66 at the 107 level.

The greater the concentratinn of land the less the percent of the county used
for agricuiture. The correlation (Pearson's R) between the Gini coefficient

and percent of county in agriculture is -.499 at the .0001 level of probability.
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Chapter V: Land Ownership and Agviculture
Footnotes-Page # 2

15. For the 30 high agricultural counties for which data was availuble, the
percent of farmers with other occupations as a principal income source
correlates strongly with several land owr.ership patterns, as follows:

.380 at the .038 level of
probability.

% of county absentee held : Pearson’s R

% of county in corporate and government
. ownership

~.451 at the .012 level of
probability.
% of county in absentee corporations
and government ownership .517 at the .003 level of
probability.
Concentration (Giri Coefficient), Pearson's R= .723 at the .0001 level
of probability.

16. Below are the correlations between ownership patterns and agricultural land
use patterns for the tourism counties and for the 72 rural counties in the
sample.

! Correlations (Pearson's R) between Land Ownership Patterns and Agricultural

~

Land Use in 19 Tourist Counties and in the 77 Rural Counties Sampl.d

| ) ACRES 1IN % COUNTY IN
) # FARMS FARMS _ FARMS
g Tour. _ All Tour. All Tour. _ All _
. I Corporate -.546 -.465 -.533 -.503 -.616 -.519
o and (.016) (.0001)  (.019) (.0001)  (.005) (.0001)
; Government
' Absentee -.540 -.391 ~.544 -.405 -.574 -.429
(.017) (.0001) (.016) (.0005) (.010) (.0002)
' ggzz‘;;::frt -.595 ~.437 ~.581 ~.441 ~.640 -.462
Absentee (.007) (.0002) (.009; (.0001) (.00%) (.0001)
Concentration: -.h3e -.242 -.364 ~-.299 ~-.534 -.499
S. Gini (.062 (.045) (.12%) (.012) (.019) (.0001)
|
E 17. For the 19 tourist countics in the sample,the greater the poreent ol a county

in government ownership, the yreater the percent of farmers with other occupa-
tions as principal income source (vearson's R: =.597 ac the .009 level of
j significance). For corporate and government ownership combined, the relation-
ship increases in strength. (Pearson's R= .706 at the .0007 level.)

18. The relationships here are very high, especially for such a small number of

| counties (n=19). For government ownership, Pearson's R= .817 at the .0001

? level, for absen:ee ownership, Pearsoa's R= 734 at the .0003 level, and for
concentration, Pearson's R= .503 at the .006 level, using the Gini coecfficient,
and .846 at the .0001 level, using the concentration index (see methodology

section for des-ription).

19. Coal production is based on 1977 data. For th: 72 rural countics in the sample,
Pearson's R is a. foilows: The grearer the level of coal production, the less
the number of farms in a county (-.398 at the .002 Jevel), the less the farm ];Qq
acreage (—-.441 at the .0004 level), and the lower the percentage of the county .



Chapter V ¢ Land Ownership and Agric.iture
Footnotes-Page # 3

17.

18.

19.
20.

21.

22.

(Continued) 1in agricultural use (-.540 at the .0001 level).

For 31 counties for which data was available, the Pearson's R :orrelation
between the corporate control of mineral rights(expressed as percent of county
surface) and the loss in number of farmers between 1969-1974 is strong: .504
at the .004& level of probability. For corporate control of mineral and sur-
face combined (Index of Resource Control) it is .533 at the .002 lewvel.

Pearson's R= -.525 at the .001 level of probability.

See Harlan County Case Study.

Correlations (Pearson's R) of corporate and absentee ownership of surface and
mineral lands with percentage of county in agriculture--for 33 agricultural

counties. .
Surface and |

Surface Rights Mineral Rights “ineratl
_ (30 counties) (22 counties) _ (22 counties)
% Corporate -.472 -.576 -.665
(.008) (.005 (.0007)
7. Absentee -.403 -.527 -.656
(.027) (.010) (.0007)
% Corporate + ~.452 -.557 -.705
Absentee + (.012) (.006) (.0002)
Government
(i.e. not local
individuals) '

Correlations (Pearson's R) of ownership patterns with percent of farmers with
other occupations~-for 33 agricultural counties.

7 Surface / Mineral % Surface !
Acres Acres Mineral :
(30 counties) (22 counties) (22 counties)
% Corporate .L50 . 924 .577
(.012) (.01 (.005)
f
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Chapter V:  Land Ownership and Agriculture
Footnotes-Page # 4

23. Comparison of economic h.ralth between farm and non-farm populations in
Chelby County, Alabama.

Median family income $ 8,706 $ 6,986

Mean family income 11,853 7,832

Fer capita income 3,127 2,181

% familes below poverty 11.1% 19.5%
level

% of all persons below 12.5% 23.2%

poverty level

Source: 1970 Census. Given the increased residential development in
Shelby County and the continuing pressures on the most productive
farmland in the county, it is possible that the 1980 census will
show significant changes in these indicators.

24, Walter Goldschmidt, As You Sow: Three Studies in the Social Consequences of
Agribusiness (Glencoe, IL: Free Press, 1947; Montclair, NJ: Allanheld, Osmun
& Co., 1978), pp. 3-451. For a discussion of other studies of these imracts,
see particularly the introductory section, "Agriculture and the Social Order,"
PP. xxiii-liv in the Allanheld, Osmun edition. *

25. Qucted in Jim Hightower, Eat Your Heart Nut: Food Profiteering in America
(Nes York: Vintage Books, 1976), p. 158.

26. For further information on these arguments, see Fisher and Harnish, pp. 11-14.




CHAPTER V1. LAND OWNERSHIP AND HOUSING u .

Lf you can't aav2 homes and everything is choked to death,
how is anything going to grow? We got the people, if we had
something to build with we could go on.

--a lifelong resident of Mingo County, West Virginia

flousing in Appalachia has long been recognized as a national disprace. o !
1970,in the region as a whole, onc out of every five homes were considered sub-
standard. In Central Appalachia, the figure rose to onc in every three homes.
Of the 72 rural counties in this study, the average councy had 30% of aldt homes
lacking some plumbing, 13% considered overcrowded, and almost 007 bullt hefore
1950. For people living in the region, these statistics are made worse by the
paradox that some of the worst housing conditions lie amidst the greatest wealrh. i
In the heart of the Appalachian coalfields, houses are among the oldest and most

overcrowded. 1In the recreation and tourist coun.ies, substandard locally-owned

dwellings st ind side-by-side with modern absentee-owned second Lomes. Throughout
the region, mobile home parks along the roadways and riverbanks have been the
principal solution to the lack of adequate housing.

A multitude of reasons have long been given for the persistence of Appalachia's
housing crisis. Mountainous terrain, lack of water, sewage and other services,
shortage of capital, and frequent flooding are :mc them. 1In recent yecars, growing
reference has been made to another probiem: the barricrs which land ownership pat-
terns posc to decent housing. In West Virginia, for instance, the Governor's
Housing Advisory Commission reported that:

A related problem in coal mining areas of the state is that most

. of the developable land is owned or controlled by natural rc¢source
companies. The speculative value of the property makes it nearly
impossible for builders to purchase a permit that permits development
of low and moderate housing.

To this the 1980 Presldent's Coal Ccmmission added, "The land shortage in Appala-—
chia is, in part, attributable to coal companies, railroads, and other corporations
owning much of the coal-rich a. -eage. With future plans to mine their holdings,
companies prevent their unimpro. d properties from being developed...."

While the prcolem of land ownership's impact on housing is recognized, its
extent and ccmplexity has lacked systematic study. The President's Coal Commission
stopped short of sc doing, pointing out that "Statistics for land ownership are
often buried in inaccessible or untraceable county records."3 However, data ob-

tained in this study allows for the first time an in denth cxploration of the role of

land ownership patterns in Appalachia's housing crisis. |
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In summary, the study finds that land ownership has bcth direct and indirect
impacts on the housing market. Directly, such ownership patterns restrict the
availability of land, place barriers on financing where mineral rights are severed
from surface ownership, and inflate the price of land on the local housing market.
Indirectly, land ownership patterns affect housing availability through impacts
on financing, the provision of services, and the growth of a building industry.
Land uses associated with these ownership pattcerns, particularly strip mining for
coal, may also affect housing through increasing flooding on the already limited
flat lands of the region. Ir this chapter, each of these factors are given detalled

examination.

The Impacts of Land Ownership: Direct Impacts

Theoretically, Appalachia has abundant land for its housing needs., In 1970
in the average rural county in our sample, there was only one house per every 35
acres of land. But, one must look further. Much of this abundant land lies empty
and inaccessible to the region's people. Over one-half of it is owned by abtsentee
owners, corporations, government agencies and large holders who value it for its
mineral or timber resources, for its recreation potential, or for its speculative
value--not for meeting local housing meeds. "Add to this other lard w!.ich is unin-
habitable, or that is used for farmland, roads, schools, industry--and the result
approaches a land shortage in ‘he midst of a land rich region. Interviews in

numerous counties document the pattern: land for housing is often simply unavailabie

for pu~chase.
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The Impacts of Land Ownership: Land Availability

Everywhere we looked in this study we found people who told us that land

for housing is just not available to them. -

P AR ITHRAR TSRS TR

**In Waiker County, Alabama, a representative of Farmers' lome
A¢. inistration says: "The land situation is this: land is tightly
held by coal and timbher concerns. Very little turnover of land occurs,

the vast majority o6f turnover being among family members."

*#*In Harlan County, Kentucky, the housing market is going from bad
to worse. In 1978 there were 13,413 units, 53 percent of them substandard.
"There is no space to buiid because companies own so much land, and the

companies won't sell a piece of land a» big as a desk," says a local miner.

**In Martin County, Kentucky, there is a desparate need for more
houses. In May 1977 there was a vacancy rate of only 0.3 pcrcent in
Martin County. Thirty-one percent of the c¢ unty's occupied houses ware
classified as substandard. A housing plan prepared by the Big Sandy
Development District notes the role of corpsrate owners in adding
to the pressure for housing in the county. '"The co$1 companies arc
directly responsible for many recent events in the housing market, and
own up to 50 percent of the land in Martin County. Many homes have been
bought in the hollows at fairly high prices, and families displaced then
joined the incoming workers in the search for housing in Inez and Warfield."
The editor of the local newspaper, Homer Marcum, puts even moure strongly
the connection between corporate land holding and the county's housing
shortage: '"The average individual who must work for a living doasn't
stand a chance of getting any land from them (the companies); he is

simply left out of consideration.’
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*#*In northeastern Tennessee coal counties, there is a similar
pressing shortage of housing for local residents. In Campbell Cour'y,
there was a shortfall of 6,269 units in the 1980 housing supply, 52 per-
cent of the total number of households now in the county. In neighboring
Claiborne County, a non-profit citizens' group asked American Association,
Inc., a major land holding company there, to make available a smal® tract
of land to build sorely needed houses for the local population. Although
the company owned tens of thousands of acres of land, it refused to provide

any land to meet housing needs.

From the .tightly packed valleys of West Virginia to the open plateau and
rolling hills of northern Alabama, the picture looks the same. Local residents
cannot obtain land for housing because it is r.losely guarded by its corporate and

absentee owners.

Severed Ownership of Minerals

Ownership of mineral rights extends the control gained from concentrated
ownership of land, aud further restricts the possibility of housing development.
Throughout the coalf .elds there is extensive separation of mineral {rom surface
ownership. Residen s who own surface land withoit the underlying mineral rights
are subject to many uncertainties: companies may show up to strip mine the land
at any time; conflicts may develop over title. Severed ownership of mineral
rights also affects home building, through restricting the 1 ailability of loans.
As one bank officer in Dayton, Tennessee, explained, lack of mineral rights acts
as a "cloud" on the title, and title companies will not insuve it. Without
title insurance, lending institutions--including HUD and Farmers' Home Adminis-
tration--will not make loans, and neither first nor second mortgages arc avail-
able to these property owners. A Tennessee resident, Mr. Raymond Weaver of Sale
Creek, outside Chattanooga, can attest to such policies. A Post Office caployee,
he can show papers from more than five lending institutions which turned down his
application for money to renovate his home. The rejections were made because

he does not own the mineral rights beneath his 46 acre farm.

Inflated Prices

)
| 2
¢

The scarcity of land for housing created by concentration of ownership in

large blocks also drives up the prices of what land is available for sale. The




consequent inflated price for land affects residents in coal counties and rec-

reation counties alike. In coal counties, local residents must compete with

energy companies and land speculators; in .’ecreation areas they compete with
second home buyers and resort developers. The effect is the same: to place even '
small tracts of land out of the price reach of most local residents, especially

low income and blue collar families.

Inflated Prices in the Coalfields

Tn Walker County, Alabama, the agricultural extension agent says, "The
price of land is now based on the value of the underlying minerals, whetler
it is to be used for agricultural, horsing or mining purposes.'" In the rural
part of his county, homesites now range from $2,400 to $3,000; + i’e near Jasper
such a lot would sell for $5,000-$7,000. In Walker County, the per capita income
in 1974 was only $3,345,

In other coalfield areas, scarce land fetches similarly inflated prices:

**In Marcin County, Xentucky, where the demand for housing is so
high that only 0.3 percent of housing is unoccupied, the price of housing
has more than doubled in t he last five years, according to the Director
of the County Housing Agency. County Planner, Larry Smith, says corporate
purchases of coal lands at unusually high prices have both eaten into the
county's stock of residential land, and helped tuv drive up land values.
**In neighboring Pike County, Kentucky, almost all of the developable
land in Elkhorn City is owmned by the Elkhorn Citv Land Co.pany. lis 1,405
acres are assessed for taxation purposes at $36 per acre. LEach vear the
company sells two or three lots for housing, each 50 feer by 100 fect. The
price is $20,000-%25,000 each.

**Astronomical land prices are found in Harlan County, Kentucky, toc.

The local development district has found two sites which it would like t¢ l
develop for housing. One 6)3 acre tract is for sale by an architect at

$500,000. Another 8 acre tract is for sale by a lexington physician for
$250,000.

Lack of housing land available in coal counties affects neighboring « »untics.
A young lawyer in Lincoln County, West Virgi a, says: "Low and middic c¢lass
families can't afford housing. Onc recason for the shortagz. is that people from

Logan County coalfields have to live in Lincoln County. Logan coal componies
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own surface rights al:,, so people can't get housing there." The consequep

pressure on housing in counties adjoining coalfieids Jrives up tne prices t

also.

Inflated Prices in Recreati reas

While in the coalfields, local residents must compete with the prices
companies can afford to pay for land, in therecreation areas, residents fac
similar price pressure resulting from second home buyers and resort develop
In some of thes2 counties, .and availability for housing is al.2ady restric
by U. S. Forest Scrvice ownership. Cor.petitinn for the remaining land is t

D)

tened by urban dWellevs, with incomes far above those of most lccal resider
who pay prices for "a place in ‘hemountains" that few local residents can :

Watauga County, North Carolina, illustrates the problems facing resider
recreation counties. In 1960, 5,554 housing units exisved in-the counr  1:
727 second homes. By 1970, ,,000 new homes had been added to the housing st
Over 1,000 of these--more than a tuira--were secernd homes. According te t
Housing Census, 21.2 percent of the houses in the county in 1970 were "sea:
and migratory'--likely resort and second homes intended for occarional occ,

Many more possible housing <ites in Watauga Couaty have been subdivide
recent years. Of the 129 sub.. _sinns identified, 9 were rccorded in the
40 in the 1960's and 8C in the 1970's  This reflects the impact of the la
decades' resort and recreational development, as well as pepulation increa
But land subdivided for housing does not necessarily result 1a more house
able to the local population. Of the 10,000 platted lots recorded in the S
sion Invent ry, only 16 pe' cent had house . ouilt on them. .ince many scco
lots are sold without any initial intent oi construction, the councty exper
the negative impacts of inflated land prices without the accompanying Lene
construction employment or additional tax rcvenues.

Speculation and subdivision of land have been major factery ia lriving
values in Watauga “ounty, as in others affected by recreation develojp.mert.
tax base in Watauga County, reflecting these k* her land prices, increased
300 percent beiween 1961 and :374. The cnst of hcusing more than doubled,
creasing far faster than the wage rate in ..e coun ;. As a result, many !
families have little hope of owning their own home.

In couities like Watauga, the housing pattein reflects Aual stande -

Secord homes in resort communities ar2 often ¢f higher quality and receive
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services than the scottered, rural, often substandard homes inhabited by local
people. The latter feel they subsidize with county revenues the second home
development, while at the same time having to bear higher land and housing costs.
They resent the paradox.

Similar patterns to Watauga County's are found in other counties affected by

second home and tourist development. In Cumberland County, Tennessee, for example,

subdivisions have sprung up as land values have increased. Ten years ago there
were only two subdivisions and 10,000 parcels of land in thecounty. How, according
to Martha Caks, the county tax assessor, there are numercus subdivisions and AS,OOd
paicels of land. Housing is available in Cumberland County--if one can afford to
buy. In the last 15 years the price of land has risen from an average $100 an
acre to $! 990 an acre. Land speculation and increased demand from recreation
and residential development have served to place prices out of reach of low and

middle income families.

The General Pattern

These case studies suggest that lard ownership patterns contribute to lack
of land for housing, especially for low and middle income families. In the coal-
field counties, ownership of large blocks of land for possible energy development |
meams that land for housing is simply not available. Competition for what land is
on the market sends prices scaring. 1n recreation counties, land speculation
connected vith tourism and second home dzvelopment serves to place land and housing
costs out of the reach of many local residents.

If the relationship between land ownership and housing problems revealed in

these case stndies is a general one, we might expect to find gignificant correla-

tions between land cwnership patterns discovered in the 80 county survey and

. s s 4 . . .
various housing indicators. To avoid skewing by urban patterns, the analysis
will be applied only to the 72 counties of the sample which are "rural" (i.c. j

more than 50 percent of the population live in rural areas.)

Overcrowding

One indicator of housing shortage is the amount of overcrowded homes in a
county, measured by the number of homes with more than 1.01 persons per room. If
residents cannot obtain land for housing, or cannot pay escalating land prices, ‘

one solution might be t> crowd into the existing housing units. From the case

study data, it might be expected that overcrowding will be correlated with degree o
1400
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unavailability of land, connected with high corporate or absentee ownership. On
average, a county in oursample has 12.4 percent of its housing units overcrowdea
(with more than 1.0l persons per room), compared to the national average of only
8 percent overcrowded housiag.

In these 72 counties, the general relationship holds: the greater the degree
of corporate land, or the greater the degree of absentee-owned land, the greater
the proportion of housing units which aie overcrowded.

**Qf 26 counties with a higher than average degree of corporate
ownership, 25 (96 percent) also had a higher than average proportion of
overcrowded housing. Of 46 counties with a low degree of corporately
controlled land, only 23 (50 percent) had above average proportion of
overcrowded housing.5

**A similar pattern holds for absentee ownership: of 47 counties
with a higher than average dc.ree of absentee ownership, 35 (74 percent)
had higher than average overcrowded housing. This compares with the
25 covnties which had low absentee ownership, of whom 52 percent had higher

than average overcrowded housing.

A further measure of unavailability of land for housing can be coumpiled by
combining the degree of government ownership in a county with the degrees of
corporate and absentee ownership. This measure of unavailability also correlates
with the degree of overcrowded housing.7 Of counties with high levels of over-

ccowded homes, 71 nerceat also have a high degree of "unavailable" land.

TABLE 1: "Unavailable Lard' BY "Overcrowded Housing"* in 72 Rural Counties

% Number of counties Lo Hi TOTAL
**k*kRow percent. Crowdedness | Crowdedness ’
*k*k*Column percent. (Less than (107 or
10%) Greater)
Lo land control 20%* 14 34
(Less than 40%) 58.8%x#* 41.20% 47.2%
83, 3kank 29.27
-]
Hi land control 4 34 38
(40% or greater) 10.5% 89.5% 52.8%
16.7% 70.8% ]
TOTAL 24 48 72
33.3% 66.7% _ _ |100.07 |
Pearson's R = .411 at the .0003 level of prcbability:_
*
All land owned by corporations, government and aosentee OwWners, i.c. not by
local individuals, is defined a. "unavailable" for local housing. "Overcrowded-

ness" is defined as more than 1.0l persons per room according to the 1970
Census of Housing. 197
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One might respond that the coal counties, with their denser populations, are
skewing the relationships here. However, even within the category of coal counties,

the relationship holds: 63 percent of the coal counties with high levels of over-

crowded housing have high degrees of "unavailable" land. Eighty percent of coal
counties with less crowded housing show greater local control of land.

Within the non-coal counties, as a group, the connection between unavailability ;
of land and overcrowding also holds. Of the non-coal counties with a high degree
of unavailability of land, 75 percent have a high level of overcrowded housing. i
By contrast, of the non-coal counties where land is more likely to be available '
(because less is held by corporate, absentee or government owners), only 7 percent
had a high level of overcrowded housing.9

While the effects of unavailability of land on housing may be the same in coal

and non-coal counties, it is likely that the mechanisms at work differ. In non-

coal counties, the’impact of corporate land holding on overcrowded nousing is not

found to be statistically significant. However, the relationship between absentee
ownershkip and this housing indicator is strong. All of the non-coal counties

which have a high degree of overcrowded housing--100 percent--also have a high rate
of absentee ownership. In these non-coal counties also, the degree of government
or public non-profit ownership is related to the degree of overcrowded housing.

As we would expect from the case study findings, the aggregate data confirms that

[+ 4

in non-coal areas it is primarily the absentee ownership of second homes and rec-
reation developments or government and public non-profit land ownership which makes
land uns.,ailable to local residents.

In the coal counties, on the other hand, the indications are that the impacts
of energy developments on housing are the same whether the energy land is owned
by corporations or absentee individua]s.11 In both cases, the housing shortage

is exacerbated by land ownership patterns which help to kcep land out of the housing

market.

01d Housing

1f, as the dat: presented so far suggests, land ownership patterns act as a
significant barrier to new housing development in Appalachia, one may expect a
further correlation between concentration cf land ownership and age of housing
stock.

Such a statistical relationsiip is indeed found here. In the 72 county sam-

ple, 59 percent of the homes were built before 1970 (this compares with a national i

194 |
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average of 48 percent). In the coalfield counties this proportion rises to 64
percent (compared with 53 percent in non-coal counties). We might expect many
of these older houses in the coalfields to be in the coal camps, built before
the 1950's slump in the coal market, when coal companies were principal housing
providers for the miners and their families.

Within the coalfield counties themselves, there is a significant relationship
between older housing and the degree of corporate control of land. Such a cor-
relation suggests that where corporate owners hold large amounts of land, little
becomes available for new housing to be built. 1n Mingo County, West Virginia,
for example, where corporate ownership of land and minerals equals 180 percent of
the county's surface acreage, 83.2 percent of the housing was built before 1950.
It should be noted that, in addition, almost a third of the county's housing stock
was torn down between 1950 and 1970, not to be replaced. Altogether, in the four
West Virginia countlies which lie at the heart of corporate control of the southern
West Virginia coalfields--Mingo, Logan, Raleigh and McDowell--71 percent of the
housing stock in 1970 was over 20 years old.

Throughout the coalfield counties of our sample, the relationship holds: the
greater the corporate control of land, the gr~ater the proportion of older homes
in the county. While the general relationship is not a strong one, it should be
noted that outside the coalfields, no statistical relationship was found between
corporate coutrol of land and age of housing.1

When mineral rights are considered within the coalfield counties, the relation-
ship increases in strength, helping to confirm the case study findings that
severed mineral rights act as an additional obstacle to home building. They riace
a "cloud" on title, making loans difficult to secure. In general, the statistical
correlations suggest that the greater the control of mineral rights (apart from
consideration of the surface), by corporations, government and absentee individuals,
the greater the degree of housing built before 1950.13

When coicentrations of control of both surface and minerals are combined, these
relationships still hold: in the coal counties, the greater the extent of resource
ownership by corporations, government, and absentee owners, the older the housing
supply}a

In general, the data lends support to the hypothesis that it is land ownership
patterns which serve as a barrier to housing development in Appalachia. This ar-
gument runs counter to one conventional explanation of Appalachia's housing short-
age--that _t is the shortage of flat land that is the primary barrier to housing

development.

1935
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The Flat Land Argument

The conventional argument about the source of Appalachia's housing shortages—-

the tarrain argument--makes assumptions about the availability of land which do
not withstand careful scrutiny.

First, the flat land argument assumes that, if more flat land existed in
the region (or if more land could be artificially flattened), it would be made
available for housing. The concentration of ownership in the hands of absentce
and corporate owners documented in this study suggests otherwise. These owners
value the land for its mineral, timber or other resources, not for its potential
to house local people. As Ernest Chaney, of the Pikeville, Kentucky, Housing
Authority, says "One hundred years from now, the coal companies are going to be
going for the coal under the flat land." As long as the land has other value for
its owners, it is not likely to become available for housing at reasonable prices.

The terrain argument also assumes that housing shortages are found only in
the mountainous areas. In fact, the indicator of housing shortage used above--
the degree of overcrowding--is found in counties with all types of terrain. From
the relatively flat land of Walker County, Alabama, to the steep hillsides of
Harlan County, Kentucky, chronic housing problems exist.

The Tennessee counties of this study serve as a graphic illustration of this
point. 11 lack of flat land weie the key tn housing shortages, one would expect
to find significant overcrowding only in the more mountainous counties of the
study--mainly Campbell and Scott counties. In fact, higher than average levels
of overcrowded housing are found in these two counties, but also in the plateau
counties of Fentress, Bledsoe and Sequatchie, where tervain is not an intrinsic
barrier to home construction. In Tennessee, a better explznation of the over-
crowding in these counties is found in the concentration of land ownership. The
index used here is the percentage of surface and mineral acres owned by the top
five landowners in a county. High concentration of ownership seems to be closely
correlated with higher than average levels of overcrowding. The converse is also
true: counties with low concentration of ownership also have low levels of over-

crowding (see Table 2 ).
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Table VI-2 Impact of Control of Surface and Mineral Rights on Overcrowded Housing

In 14 Tennessee

Counties

% HOUSES WITH MORE THAN 1.01 PERSONS PER ROOM*

o
-
= HTGH LOW
f -
g_* Campbell Van Buren
o ¥ {% Scott
- . ot
e =l Fentress
9 g
&3 Bledsoe
£ o
+ g Sequatchie
ot
)
¥
t E Cumberland Anderson
3 2
@ 0 Marion Morgan
w“w n
3 8 § White
g Rhea
J >
8 ° Hamilton
.

%1970 Census of lousing.
houses in the county.

High or above average is greater than 137% of the

**Total surface and mineral acre ownership expressed as percent of total

county surface. High o
county surface.

r above average is greater than 33.3% of the
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Finally, the terrain argument for Appalachia's housing shortages does not

stand up to historical scrutiny. In the past, more housing units existed in
many parts of Appalachia than exist today. They were in coal camps, provided by
corporate landowners for the families of the many miners who were needed to run
the deep mines which then thrived. While the quality of this coal camp housing
may have left a lot to be desired, the fact remains that housing sites were
there, which are not available today. What has changed is not the terrain but
the policies of the corporate landowners.

An example of how corporate controllers of land have changed their policies
and taken land out of the housing supply is in the Clear Fork Valley of Campbell

and Claiborne counties, Tennessee.

Once a prosperous mining valley much of the valley's land now lies off
limits to its residents. Whole coal camps, like Westbourne, have simply
disappeared. Since the 1880's, the valley has been dominated by a sin-
gle large corporate owner--American Association Ltd., a British company.
It leased its coal to smaller companies to mine, and these in turn built
the coal camps for their miners' families. In 1950 there were 10 large
underground mines in the small Claiborne County section of the valley
alone, employing some 1,400 men. The valley had one major community,
Clairfield, and many surrounding coal camps. During the 1950's, how-
ever, as in the rest of Central Appaalchia, the mines began to close,
and the valley's people joined the migiation to the cities of the North
in their search for jobs. As the mines closed, American Association
took possession of the coal camp homes. It had no interest in maintain -
ing the homes, or the communities. The company manager went on record
as saying "The people would be better off, we would be better off, if
they would be off our land."

More than two thirds of the company houses were torn down and not
replaced between 1962 and 1972, The company made it clear to residents
that they were not welcome. Leases, if granted at all, were for only
30 day periods. Notices were posted at the stores, mines and post office,
saying, "No specified reason is neceded if the owner desires to have the
house vacant.... No one is obligated to remain in a house, If he is un-
happy about his surroundings he is free to move immediately."

American Association accepted uo responsibility for the communities
it was destroying. In an interview with a British Broadcasting Company
team in 1974 the company manager in Middlcsboro, Kentucky, Alvarado E.
Funk, was asked:

BBC: Don't you have a sort of moral responsibility to main-
tain the people who wish to stay in that area, and who
could have been working their fingers off to keep them
in a reasonable condition of living?

FUNK: No, sir, these people don't work for us and never have
worked for us—they're just peopl

BBL: But they're living on your land, aren't they?

FUNK: We don't have any responsibility for them...
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BBC: You mean they get in the way of strip mining operations?

FUNK: Well, I don't say they get in th: way, buisthey just don't
add anything to the assets of the companv.

Throughout the coal camps a similar policy shift cccurred: the industry
collapsed, people left the region, tﬁe houses were torn down. Now, the coal
industry is booming again, but housing sites for the returning people are not
available. Buildable land remains vacant as corporate owners refuse to make
available land which housed pravious generations of miners.

This pattern can be substantiated by comparing housing units in 1950 to those
in 1970 in major coal areas. Altogether, for instance, in the twelve eastern
Kentucky counties of our survey, there were 8,000 fewer housing units in 1970 than
there had been in 1950. In Harlan County, Kentucky, where 75 percent of the land
sampled in our survey is corporately held, there were 16,782 housing units in 1950;
by 1970 thcrc were only 12,446, a decline of 26 percent. At the same time we are
told that there 2re no housing sites available in the region.

Similarly in West Virginia in the four southern coalfield counties in our
survey--Mingo, Logan, McDow:ll and Raleigh —--there were 12,579 more housing units
in 1950 than in 1970. In McDowell County alone, the number of housing units de-
clined in this period by almost a third. We are told that these counties have
the most rugged terrain, and that this is the cause of the housing shortage. The
prior existence of more housing uniis in these counties refutes this argument. A
more plausible explanation of the housing shortages there is that these counties
are also the most tightly controlled by corporations. As the Land Ownership chap-
ter of this report ‘etails, in this four county arez, almost 90 percent of the land
sampled is corporately held, amcunting to over two thirds of the total surface of
these counties.

Our data suggests that terrain is not so much of a barrier to housing develop-
ment as are the policies of corporate landlords. Once the major providers of land
for housing in the coalfields, much of their land suitable for housing developmeat

now lies empty.

Barriers to Housing: Indirect Effects of Lard Ownership and Use Patterns

The analysis presented so far suggests that land ownership must be considered

as a major factor contributing to housing shortages in Appalachia. The ownership
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patterns found in this study keep land unavailable to the housing market, and/or
out of reach of low and middle income buyers. However, the importance of land
ownership in lirectly affecting housing shortages should not detract from the
contribution of other factors. These other barriers to housing development in th
region, often acknowledged in other studies, include lack of financing, lack ~f
suitable infrastructure (notably water and sewage), the occurrence of repeated

flooding, and the dearth of a construction industry. However, while giving due

weight to these other factors, it is important to rzcognize that they too are
affected by land ownership and use patterns. Land ownership has indirect effects

as well as direct effects on the region's housing problems.

Lack of Adequate Financing

Throughout our case study interviews, local residents report the difficulties
of obtaining adequate loans to finance land purchase, the biilding of new homes

and improvement of old houses. In part, these difficulties reflect current

national financing problems—-high interest rates and a tight money supply. However,
these contemporary national problems are not new in Appalachia. where they are
compounded by other problems peculiar to the region. And it is these particular
features of financing difficulties that are influenced by the region's land
ownership patterns. The factors involved are demonstrated in both private sector
and public housing financing.

Private Sector Financing

It is ironic that many of the reports of tight financing for housing

come from the coalfields, where vast amounts oi wealtn are now being pro-

duced from the region's natural resources. Enough capital is produced in
these counties to develop local housing. Indeed, according to census
data, banks and other financial institutions in the average coal county
in this survey had some 56 percent more money on deposit than the average
non-coal county. Rather, what these counties lack is the reinvestment of
that wealth in the long term improvement of the community.

It is the "time" deposits in local banks which provide the major pool
of lending capital whether for economic or community development., Ir the
average coalfield county of our sample, time deposits amoun: to only 64
percent of total bank deposits in the county, compared with 71 percent in
non-coal counties. Some coalfield counties fare even worse. Harlan County,

Kentu:ky, for example, where housing is especially bad, has only 24 percent \

of its bank deposits in "time" deposit<. Capital flows out of the region
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' for investment elsewhere, rather than becoming available for local develop-

ment.
‘ In the coalfield counties of our sample, a statistically significant

relationship exists, such that the higher the degree of absentee ownership

E the lower tha proportion of local bank assets in "time" deposits. While

the reiationship is not a very strong one, it should be noted that outside

of the coalfields, no statistical relationship vas found.17 The coalfield
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pattern suggests that absentee ownership of resources actually detracts from
the possibilities of local development of housing, by restricting the avail-
ability of local private financing.

Lack of locally controlled capital lc s to a lack of home finance insti~-
| tutions. in the rural Appalachian region, savings and loan associations,
nationally the principal source of home mortgage money, are few and far
between. Even where lenaing institutions do exist, their policie~ may
serve to exclude or restrict access of rural and poor people to what finan-
éiﬁg ig available in a county. In Harlan County, for example, according to
our interviews, local banks have required a 30 percent downpayment on a home

(during periods when the average downpayment required nationally was 10 percent)

\
\
|
and they required a shorter payback period (10-15 years).
|
|
|

In other case studies, it appears that rural parts of the county do not

gain as much in loan finances as .he wealthier urban areas.

‘ *%In Scott County, Virginia, che Estivill magisterial district,

containing the towns of Gate City and Weber City, has 40 percent of
the county's population. Yet of the only two banks operating in the
county, Virginia National lent over three times as much money in the
Estivill district as in the rest of the county combined, and Bank of
Virginia lent six times as much money there between 1975-1977. The
| Estivill district is considerably wealthier than the rest of the
| county, with only 21 percent of its population below the poverty line,
compared with 35 percent in the rest of the county.

**In Hamilton County, Tennessee, case study interviews suggest
that some banks discriminate against the county's rural population.
Owners of property in the expensive Signal Mountain neighborhood seem
to have had little difficulty obtaining credit from local banks, despite
not holding the mineral rights under their land, while people in the
' more isolated rural parts of the county, such as Flat Top Mountain,

Sale Creek and Montlake have been told that their lack of mineral title
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is a major obstacle to obt:ining loans for building or renovating

housing.

Private sector financing for homes seems to be fraught with difficulties

for many Appaiachian residents.

cornection with the patterns of land ownership and use found in the region.

Public Financing

It is in part to compensate for the deficiencies of private sector

fi{nancing that programs such as the Farmers Home Administration and HUD exist.

Yet these programs too, have failed to remedy the problem of Appalachian

housing sliortages.

short of the population's needs, and private financing is hardé to obtain,l

**In Harlan County, Kentucky, where avatlable housing falls far

there is not one FmHA loan for a new home in 1979.

Our study suggests several reasons why FmHA and HUD programs may fail in

Appalachia:

1.

(2]

Firstly, they presuppose tuat land on which to build housing
is available. 1In f ':t, such housing sites are extremely diffi-

cult to come by in many parts of the region.

Secondly, they demand clear and "unclouded" title to the land,
which often is not available, at least in the coalfields, where

mineral rights are often severed from surface ownership.

Thirdly, the inflated prices produced by housing shortages may
deplete the amount of funds in a particular area. In Walker
County, Alabama, for example, FmHA last year "spent it faster
than they could get it," and in the first month of the highest
financed quarter of the year, spent all their allotment for that
quarter. FmHA officials say that this is largely due to the

extremely high price of land for homesites.

Fourthly, FmHA and HUD restrictions on physical site requirements
severely limit their funding availability in some aress. In Harlan

County, Kentucky, for example, the Harlan Housing and Urban Deve-

lopment Agency has had difficulty in getting sit. approval from

evaluators because there is no firc protection, police, city water

24)2

At least some of these difficulties have a
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or sewage, ambulance service, or shopping center. One of
the local agency staff describes this as “a basic contrac

tion between federal regulations and the reality of life

Insofar as the lack of local services is a barrier to federal
the low tax base of these counties can be partially blamed. And,
chapter on taxation and services shows, this is associated with l:

ship patterns in the region. Insofar as physical features such as

restrictions, water supply are to blame, as we shall see below in

ration of infrastructure, these too are affected by land ownershi]

patterns.

LACK OF A SERVICES INFRASTRUCTURE

The inadequate development of a service infrastructure--rnads, wa
systems--has often been blamed for Appalachia's housing problems. Cer

! services are lacking. In the 80 counties of this survey, over 0%

| Yomes lacked sewage service. And nearly 43% of the homes in the avera
l our sample lacked some plumbing. Roads in rural areas are genervally p
| or not paved at all. In the coalfields, coal hauling, much of it in o
trucks, has resulted in severe deterioration of eecondary roads wvhich

I designed nor built for such traffic.
Several factors play a part in the infrastructure deficiencies of

Some of them, in turn, are related to land ownership and use.

1. Ownership patterns of large blocks «f land wihich are
? unavailable for housing combine with mountain ter.ain to make de
livery of water and sewage systems expensive. Houses are scatt~™r

‘ in isolated pockets, or strung cut for miles along narrow vaileys

2. Utderlying and compounding these difficuities of service
livery is the lack of adequate tax revenues in these counties wit

to provide service to residents. As the chapter on taxation and

details, property tax structures in the region are regressive anc
cient, and do not generate enough capital for local services. T
acre are lower in the counties where land ownership is most ccnce
! It is these same co..cies where our analysis abtove has suggested
are already the most barriess to overcome in order to develop hot

I The tax structure only compounds th2ir inherent problems.
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Appalachian counties® inability to provide sewage services to rural resi-

dents is symptomatic of the problem. In our 80 county sample, the average expen-

diture per capita per year by county governments on sewage services was 83¢,
amounting to less than a half of one percent of total county expenditures.

In fact, in the 1977 Census of Governments, in only seven of the 80 counties

were any county sewage expenditures reported at all.

The lack of available services may render scarce land that does become avail-
able for housing unuseable, or unfinanceable. In Harlan County, two blocks of '
land which might be developed for housing remain empty. One, a 99 acre tract owned
by the Chamber of Commerce--has gore undeveloped for nine years because there i:
no access bridge across a river. Another 83 acres,donated by the Eastover Mining
Company for residential development,remains empty because of lack of water services
One local housing agency stafier maintains that so long as HUD holds to its flood
plaia and sewage regulations, 92 percent of Harlan County will remain incligibie
for HUD monies. Many other Appalachian counties, especially in the coalfields,

are under a similar disability.

Even where water and sewer services are provided, they may discriminate
against local residents. In the resort couaties in particular, our case study inter-
views suggest that these services may be more available to absentee second home
buyers and resort developers than to local residents. Local people believe that
the developers have more political influence, and use it to get serva.cns delivered.
For example, in Campbell County, Tennessee, several families had lived in the Shady
Cove area for years without city water. All their attempts to get water lines
extended to them had been in vain. In 1978 a developer constructed an exclusive
vacation home subdivision about one mile from Shady Cove. The water line was

v e¢~'ed te the new subdivision, bypassing the Shady Cove residents. As can be
3. "gined, this caused hostilities between local residc.ts and the developers.
The example of Shady Cove is not an isolated one. In the 19 tourism and

recreation counties of our 80 county sample, we found a stronp corrclation such

that the greater the proportion of absentee land ownership (likcly resort
developments) the greater the percent of rural homes with sewage services.

This correlation was not found for any other typ< of county.1
Flooding

Another argument given both for lack of suitable land, and for difficulties
in firancing, is that many available housing sites are in the flood plain. Cer- [

tainly, flooding has taken its toll on housing in Appalachia, particularly in

the Central region. The April 1977 flood, for instance, destroyed 600 homes in ’

£ . a
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the Tug Valley Area and 600 more in Harlan County. In the two areas together,
over 5,000 more homes were damaged. Smaller floods persistently rack Central
Appalachian valleys.

It is important to recognize, however, that the causes of flooding are at least
partially related to land ownership and land use patterns. Historically, cor-—
porate ownership has been associated with the higher areas away from the flood
plain. This pattern emerged partly because the valuable, cultivatable land along
the river bottoms was more difficult for the coal companies to obtain from local
farmers than were the hillsides, and partly due to the geology of the region that
made coal seams on the mountainsides more accessible for mining. Regardless of
the cause, the areas along the river bottoms traditionally have been left for
housing and small farms.

With the advent of strip mining and other destructive land uses in the mountain-
sides, however, the flooding in the bottom land has become more frequent and more
destructive. A growing number of studies now establish the link between strip
mining practices and flooding. (see Chapter VII, p. 177). The combination of
the ownership and the use pattern is serious for housing: while higher lands
are owned by the corporate and absentee holders who use it for energy extraction,

their use of that land limits the possibility of housirg in the valleys.

Lack of a Building Industry

It is little wonder, given these various obstacles to housing in Appalachia,
that many parts of the region also lack a tuilding industry. Traditionally, as
has been seen, the coal industry was the major housing supplier. While the indus-
try no longer is building, few new opportunities have emerged for developing and
marketing affordable homes. Even where housing projects do develop, according to
housing experts, local builders cannot sustain their business due to uncertaiaties

of when land will become available for the next project.

Available Alternatives

Unable to buy land or their own hcmes, many Appalacaian residents have only
two opi.ons available. Both fall far short of being acceptable alternatives.
Throughout the coalfields, many rented homes remain, despite the destruction of
so many coal camp houses inthe 1950's and 60's, and in coal counties and non-coal

counties alike, mobile homes increasingly dominate the housing scene.
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Coal Camp Hcmes

In the coal counties, the extent of company housing is suggested by tie
strong correiation between degree of corporate ownership of land in the county
and extent of teanant dwellings.21 In the average coal county of our sample,

31 percent of the housing units in 1970 were rental units. In non~coal counties
only 25 percent were in tiis category. In some of the centgal Appalachian coal
counties, the figure climbs even higher--to almost 40 percent rental

units in Harlan, Bell and Breathitt counties, Kentucky and in McDowell Mingo and
Logan counties, West Virginia.

This relationship also confirms what has been argued in the preceeding sections:
the extent to which corporate ownership of land acts as a barrier to people build-
ing or obtaining their own homes.

For many Appalachian people, coal camp life is not a bygone ~ra. Facing no
alternative, people remain, often dependent upon the will and wishes of the com-
pany landlord. In staying, they face insecirities of tenui-=, delapidated housing,
and fear of the company's power.

An example of this state of affairs is in Logan County, West Virginia,
along Rum Creek, where the land and housing is owned by the Dingess Rum Coal
Company. In Logan County, hundreds of coal company homes were destroyed during
the coal slump of the 1950's and 1960's. Now, even though the housing crisis
is desperate, the land where those huuses stood lies vacant, with the companies
refusing to sell. The coal industry is expanding now and houses are needed
for miners, but Dingess Rum continues to tear down liveable housing as tenants
die or move out. Along Rum Creek, residents have heard that the company now
plans to tear down what housing remains. Richard Cooper, a UMWA safety inspector
who lives in a company house, says that Dingess Rum £ficials recently got tenants,
to sign a form agreeing to vacate their homes within 10 days if the company asks
them to. "We used to have a 30 day notice period before they could put you out.
They jus: lowered that to 10 days. You have no choice. You sign or vou're gone.":

Cooper knows the policies of the company well. He grew up on Rum Creek, where
his father rented a company house. Now Cooper, his wife Phyllis and their three
children live in a Dingess Rum house at Yolyn which is at least 50 years old. The
Coopers pay $89 a month in rent for the house, which sags with age. 'he roof has
a gaping hole in i. and water sprays from broken pipes under the house. But the
Coopers don't do a whole lot to improve the house, becausc the rent will go up 1If

they do. The Coopers would like to buy land on Run Creek for a house. But the

26 |
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company flatly refuses to sell. "I could go up and offer $100,000 for this house
and they'd laugh in my face, even if I had it in $100 bills.”

In Rum Creek, and throughout the coalfields, tenancy combines with the lack
of alternatives in both housing and jobs to place power in the hands of the land-
lords. An example is seen inthe small community of Braden's Flats in the upper
east Tennessee coalfields, where most resideats are tenants of the Cozl Creek
Miniang and Manufactu ing Company. In 1979, the company leased land for strip
mining within a few aundred fee. of several families' houses, and applied for
pernission to close the county road into the community in order to extract its
undc vlying coal. Tn what mighc, in other situationms, have been a controversial
matter, all the affected residents of Braden's Flats gave permission for blasting
operations, and indicated opposition to the disruption of their road. Their

fear of the "company" is all too common in o0al camp communities.

Mobjle numes

For those not dependent upon the coal camp for their housing, the other option
is often the mobile home. In parts of Appalachia, the trailer park appears to have
replaced the company town. Again in Logan County, s resident says:

It seems that the general policy of Dingess Rum (Coal Company)
is to make their housi.g as unbearable as possible in order to coax
county residents invo trailer camps. Todav, Dingess Rum makes as
much renting families plots of land on which to place a trailer as
they used to make renting housing. And, they pay less tazes, be~
cause the land is considered idle for tax purposes.

While the 1980 Census data on the number of new mobile homes in Appalachia
is not yet available case study material indicates the rise in this form of housing

to be staggering.

**In seven coal producing counties of southwest Virginia, a record

number of occupancy permits wa:. issued between January 1, 1979 and !voe
30, 1979. of the 1,335 permit:, 1,012 or 76 percent were for wrobile
homes.

**In Wise County, Virginia mobile homes accovnted for over 70 per-
cent of the new housing units between 1970 and 1976.

*%In Pike County, Kentucky nobile homes represented 98 percent of
nev housing units between 1970 znd 1977.
For many, the mobile home is an easy way to bypass the obstacles to housing
which we have identified in this chapter. Unable to buy land on which to build,
a family can squeeze a trailer onto a small plot of family land, or place it in

a trailer park. Unable to get financing for a house, a family can make the small
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down payment on a trailer with minimal credit problems. Unable to get the
services needed for home building--sewers, water, rcads--a family can move into
a trailer park where the services are immediately available.

Yet this alteraative, like company housing, is less than acceptable, either
for the families who must live in trailers or for their communities. A number of

problems arise:

Deterioration

Trailers are essentially a short-~term solution to a long-term
problem. Their life expectancy is much less than that of conventional
housing. The hou<ing crisis will still be there in ten or twenty years

time when the trailers are no longer inhabitable.

Crowding

The crowded nature of trailer parks, and additions of trailers onto
small plots of family-held land, radically changes the rural nature of
many Appalachian counties. In Pike County, Kentucky, for instance, accord-
ing to a survey conducted for the Pike County government, in 1978, the pheno-
menal growth in mobile homes has resulted in overcrowding of creeks and i
hollows, and virtual elimination of the farming industry. There were 828
trailers in t he county in 1970; 6,389 by 1977. In Wise County, Virginia,
74 percent of the population lives in the 2 percent of land area that is

' The population density of this area

classified as "urbaa and built up.'
is 4,035 persons per square mile. From 1970 and 1976, mobile homes accounted

for 70 percent of new housing units.

Health

Not onl 2re health problems associated with this crowding of the

population into small areas of land, with a consaquent overloading of

sewage and drainage systems, but there is also increasing concern about
health problems from "indoor pollution" in trailers. In many parts of the
country, high levels of fo;maldehyde gas have been detected in mobile homes,
emitted fromthe resins used in wood construction and from insulation.

Health problems associated with formaldehyde range from respiratory ailments
to cancer and birth defects. The latter are of particular concern, when so

many young families start out in mobile homes, for lack of alternatives.

28
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Firances
While mobile homes have financial advantages for families, for

their community the converse is tii-. Mobile lomes generate less pro-
perty taxes for county revenues than do conventional homes, since they
are texed as personal property. Yet they demand at least as many services

as do conventional homes.

CONCLUSION

while there are a number of reasons for Appalachia's housing crisis, land
ownership and use patterns have been found to be important contributors to it.
Ownership affects housing supply directly by limiting the land available for
housing, by "clouding" title through control of severed mineral rights, and by
inflating land prices through artificially creating land scarcities. More indi-
rectly, land ownership and use contribute to other widely acknowledged barriers
to decent housing for low and middle income families—-financing, lack of a ser-
vices infrastructure, and flooding. Even the existing alternatives——principally,
either staying in the old coal camps or moving to a mobile home--are affected
by the ownership patterns.

To date, local, state and federal agencies on the whole have failed in their
policies to recognize the contributing role which land ownership plays in the
housing problem. Without adequate intervention on their part, housing policy in
the region is largely shaped by the presence and powers of the corporate and
absentee landholders who limit or define the alternatives to the status quo.
There has been a growing regional frustration with this situation, In many areas
of the Appalachian coalfields the income of miners has increased substantially
during the past decade. Yet, even with larger incomes, many miners have been
unable to obtain even small plots of land, making the building of one's own home
an impossibility. Likewise, land is genarally unavailable for builders and con-
tractors; thus, there are few single homes or neQ subdivisions on the market.

The experience of those trying to get federally funded low income housing units
built in central Appaalchia for the region's large number of elderly or low
income families parallels the experience of the region's blue collar workers—
quite simply little land is available for housing. As land ownership patterns
in the region continue to stifle both individual initiative and institutional

efforts to solve housing problems, frustration mounts.
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Census after census has revealed that the need f{or housing in Appalachia
is a critical and long unaddressed problem. The region's chronic housing problems
are likely to be greatly compounded in the coming years, particularly in the coal-
fields where mere and more miners are needed to deliver the nation's energy re-
sources. In Wost Virginia alone, according to the West Virginia Housing Develop-
ment Fund, 85,0U0 new homes are needed before 1990 in the state's eleven southern

2 . .
coal counties— 1where the concentration of land ownership in a few hands is among

the greatest found anywhere in this study. Here and elsewhere 'boom towns" will
exacerbate the present situatio:. as new mines are opened or as synthetic fuel
plants are built. In Campbell County, Tennessee, for instance, where already i
over 50% of the housing is considered substandard, Koppers Company which owns
some 34% of the county, plans to build five synthetic fuels plants, According
to government studies, one plant alone can generate the nced for 10,000 new
workers.22 It is anticipated that the housing problems in the noun-coalfield
areas of the region will also intensify if the current trend of migration into
the region continues.

If the housing needs of Appalachia are to be met, new and creative suvlutions

must be implemented by government agencies in partnership with citizens' groups

who represent the landless majority. Strategies such as the use of eminent domair
just taxation for large corporation owners, land use planning with housing and
quality of life issues as its cornerstone, innovative use of zoning, rebuilding ’
on previous housing sites, protection of the interest of year round residents in
counties with substantial second home development, etc., must be tried. Failure
to generate new solutions to the barriers that land ownership patterns pcse to
solving the region's housing problems helps to guarantee that those problems

will not be solved.
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Chapter VI: Land Ownership and Housing Y]
Footnotes

| 1. West Virginia Governor's Housing Advisory Committee, "Final Report to
Governor John D. Rockefeller, IV, January 1980, p. 29.

2. The President's Commission on Coal, The American Coal Miner, Washington,
1980, p. 54.

3. 1Ibid.

4. Unless otherwise indicated, housing data is on the basis of the 1970 Census.
Recognition is given to the fact that this may be somewhat dated. However,
it is the best data available.

.490 at the .0001 level of

5. TFor 72 counties, Pearson's R correlation
probability.

419 at the .002 level of

6. For 72 counties, Pearson's R correlation
probability.

.411 at the .0003 level of

7. For 72 counties, Pearson's R correlation
probability.

! 8. TFor 37 coal counties, Pearson's R correlation = .435 at the .007 level of
probability, such that the greater the degree of ''unavailahle" land

. (corporate + government + absentee) the greater the degree of overcrowded
housing.

#® 9. TFor 22 non-coal counties, Pearson's R = .656 at the .0013 level of
probability.

10. For 22 non-coal counties, the Pearson's R correlation between percent of
\ county in corporate ownership and level of overcrowdedness is only .240 at
. the .283 level of probability. However, for absentee ownership, the cor-
relation is .634 at the .00l level. In these counties, a high degree of
government ownership is also associated with overcrowded housing (Pearson's
R = .486 at the .,030 level of probability).

11. The Pearson's R correlation between level of corporation oanership and
‘ overcrowded housing is .369 at the .025 level, for absentee ownership
it is .511 at the .001 level of probability.
12. TFor 37 coal counties, Pearson's R = .331 at the .045 leve! of probability.

13. For 35 coal counties for which data on mineral rights was available, Pearson's
R = .457 at the .006 level of probability.

14. Pearson's R = .425 at the .01 level of probability.
15. The above case, including quotations, are taken from John Gaventa, Power

i and Powerlessness in an Appalachian Valley, Uriversity of 11linois Press
and Oxford University Press, 1980, pp. 125-135.
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Chapter VI: Land Ownership and Housing
Footnotes
Page # 2

1e.

17.

18.

19.

20.

21.

22,

Further documentation of the capital outflow patterns may be found in
Capital Resources in the Central Appalachian Region, report to the

Appalachian Regional Commission, Checchi and Company, Washington, 1969.

For 37 coal counties, Pearson's R correlat’ ~«.318 at the .J55 level
of probability.

Data developed by Earl Mess, Rur.l Area Development Association, Scott
County, Virginia

For 19 tourist/recreation counties, Pearson's R correlation = .557 at the
.013 level of probability.

For 37 coal counties, the Pearson's R. correlation between percent of cor-
porate controlled land in a county and percent of owner - occupied dwellings
is ~,488 at the .002 level of probability.

Quote in Appalachia, Volume 12, #2, (Fall 1978) p. 12.

Department of Energy, "Synthetic Fuels and the Environment: An Environ-
mental and Regulatory Analysis," June 1980 (DOE 9V-0087) p. 147.
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CHAPTER VII.OWNERSHIP, ENERGY AND THE LAND IN APPALACHIA

In preceding chapters, we have examired land ownership patterns and their
impacts on taxation and local revenues, economic development, agriculture and
housing. In each area, the discussions involve questions of how rural land is
used, and for whose benefit. Again and again, particularly in certain parts of
the region, we have seen that many of the major owners in Appalachia, control land
and rescurces for a siagle, often exclusive -'irpose--energy extraction. In addi~
tion to the above impacts, energy developme: directly affects the land and the

environment of which it is a part.

Clearly, almost any use of the iand will affect it. But, in Appalachia, no
other use brings effects so pervasive and so permanent as those of energy develop-
ment. The legacies of mining, especially strip mining, are well known. Other
new developments in energy extraction--synthetic fuel development, oil and gas,
shale oil, pumped storage schemes--al' - will have impacts on the land itself.

Now, more than ever, the costs the .zgion is being asked to bear in order to meet
national energy demands will be very long-term indeed. The short-term gains of
strip mining for coal may preclude future extraction of deeper-lying coal. A stream
may tzke several generations to renew itself after pollution by acid mine drainage.
Renewal of mountain-tops removed to extract their underlying coal will take billions
of years-~geologic rather than human time scales.

In this study we have found new developments in the pattern of ownership of
energy lands, wﬁich will have significant impacts upon where and how energy ex-
traction is to occur. In the heartlands of the Appalachian coalfields, concentrated
corporate and absentee ownership of land and resources has long been a reality.
Local people who must live with the consequences of energy development have little
say in land use and land care questions. The new developments do not change that
reality, except to intensify it. The centers of control of mineral resources are
moving ever further from the local arena, and are subject to ever more plobal {nflu-~
cnces. On the fringes of the traditional coalfield., absentee ownership of mineral
resources is becoming a rew reality. And, while coal remains king, Appalachia is
fast becoming a region of widely diversified energy resources, contributing oil,
gas, synthetic fuels and new minerals like uranium to the nation's search for

energy independence.
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With - _w ownership patterns come new forms of technology which will have

equally far-reaching effects upon the land as those before it. These technologies
cannot be considered in isolation. They too are influenced by ownership patterns.
Clearly, for example, an owner without the capital of Occidental Petroleum, through

its subsidiary Island Creek Coal Company, would not undertake to plan a 68,000 acre

mountain top removal strip mine, as described later. Nor, unless that land was held
in a large block would it be likely or able to plan development on such a scale. J

The introduction of synthetic fuel development by the big oil companies is also mad

more possible by their ownership of vast coal and land resources. While technologies
of energy extraction are by no means governed by land ownership patterns, the use ol

certain technologies at certain times :nd places is influenced by them.

This chapter will review the changes in owne. nip of energy lands and resource
found in our study, then turn to the final "impact area'--the implications which
ownership and use of the land for energy development will have upon the land itself|

and on the environment of Appalachia.

NEW ENERGY DEVELOPMENTS TN APPALACHI®

Takeover of Coal Rasources by Energy Ccnglomerates

- As discussed in Chapter II on iand ownership, the structure of the coal
industry in Appalachia changed dramatically during the 1960's. Some of the region'
largest coal companies were acquired by oil companies--Pittsturg and Midway Coal
by Gulf 0il in 1963, Consolidation Coal Company by Continental 0il in 1966, Island
Creek Coal Co pany by Occidental Petroleum and Old Ben Coal Company by Standard
0i1 of Ohio in 1968, Other oil companies began to acquire smaller c¢-al companies
and cval r2serves (for example, Exxon, Mobil, Texaco,and Ashland 0il). 1In the

1970's, tig oil and gas corporations have extended and consolidated their control

of Appalachian coal reserves.

With their increasing control uf coal resources, the oil companies bring to
the development of the ragion's coal a global decision-making context, and an |
unprecedented scale of capital and technical resources. Altogether in our |
survey counties, eleven oil and gas companies own approximately 1,239,698 acres
of surface land and mineral rights. Two of the biggest oil companies~-Continental
0il and Occidental Petroleum--own a total of 422,320 acres of surface and minerals
combined in our survey area, and control thousands more acres through leasing.

Some of the local effects of this broad picture may be sketched In:
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In Logan County, West Virginia, over 35,000 acres of coal
reserves are now Ywned by oil companies, and a further 24,000

by Columbia Gas.

The Crystal Block coal mine and its accompanying coal
reserves in Mingo County have just been sold by U. S. Steel to
Standard 0il of Ohio, together with two U. S. Steel Mines in
Pennsylvania, At $750 million, this was one of the largest
business deals in coal history.

Allied Chemical Corporation's mineral holdings in Fayette
and McDowell counties, West Virginia, have been absorbed into
the larger holdings of Armco Steel and A. T. Massey (a subsidiary
of St. Joe's Minerals of New York, now in association with Royal

Dutch Shell)-3

Altogether in our 15 county sample in West Virginia, ecight
largz oil companies were found to own more than 340,000 acres
of nminerals and over 50,000 acres of surface land.

In Tennessece, a family-held coal mining and landheolding company,
the Tennessee Consolidation Coal Company, has also bcen purchased
by St. Joe's Minerals of New York, and incorporated in their recent
agreement for joint development of coal resources with Reyal Dutch

Shell. ?

In Virginia and Kentucky, the properties of Virginia Iron Coal
and Coke Company were purchased by Bates Manufacturing Company,
and shortly afterwards by American Nacural Resources Corporation,
a diversified energy corporation from Detroit, which is pioneering
synthetic gas manufacture from coal in the Dakotas.

In eastern Kentucky, 60,000 acres ~f mineral rights previously
owned by National Steel have reportedly been ?urchased by General
Electric, a subsidiary of Utah International.

In 1979, a tentative agreement was signed for the Blue Diamond
Coal Company of Knoxville, Tennessee, one of the largest of the
remaining independent coal companies of the region, to be acquired
by Amoco (Standard cil of Indiana). 8 The deal was later dropped by
Amoco, in part-because of the uncertainties surrounding Blue
Diamond's lease-holdings in Kentucky.

Our study also indicates that outright purchase of coal comnanies and lands

does not tell the full story of the extent of oil company control of coal rescurces

in Appalachia. Leasing of mineral rights is
control of options for the use of land as to
Vi.cginia, Virginia, Kentucky, and Tennessee,

leasing is a significant modez of control and

extensive, and constitutes such a
e de tacto ownership. In Vest
our State reports conclude that

development of coal resources. Leasing

by absentee corporations {s connected with absentee ownership. Review of courthouse
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transactions, found a tendency of large absent corporate owner-, to lease their
coar lands only to other larger absentee corpoi.sticns. This is demonstrated most
clearly in Martin County, Kentucky. There, the largest landowner in eastern Ken-

tucky, Pocahontas-Kentucky Corporatiou (a subsidiary of Norfolk and Western

Railroads), leases 10,116 acres of its ceal reserves to Island Creek Coal Company

(subsidiary of Occidental Petroleum); 5,256 acres to Wolf Creek Collieries and
12,408 acres to Martin County Coal Corporation (both subsislaries of St. Joe's
Minerals, and included in {ts agreement for joint coal development with Royal i

Dutch Shell); 17,870 acres to Webster County Cral Corporation and 13,400 acres

to Pontik{ Coal Company (both subsidiaries of MAPCO 0il Ccmpany, of Tulsa, Okla- '
homa); and 16,164 acres to Ashland 011 Company through its subsidiary, Addingtcn
Brothers Mining. Nearly 95 percent of the coal owred by Pocahontas i1s leased to l

oil conglomerates.9

Cooperative ventures between larze corporations are 4nother means of extension
and consolidation of their contrul of energy resources. The recently announced |
joint venture between “t, Joe's Minerals and Royal Dutch Shell through {ts sub-
sidiary Scallop Coal Company for joint exploitation of thelr coal resources is a
case in point. In West Virginfa, Exxon and Columbia Gas have pooled thelir property
and resources in the new Monterey Mines in Lincoln County. The same two companies
have also joined with Pennzoil in a secondary oil extraction project in the old
Griffithoville 01l Field.

The increasing control of the region's coal resources by absentee enargy
conglomerates provides the capital and technical resources f<r ever larger scale
technologies to be applied to the extraction of Appalachian coal, Strip mines
extending across thousands of acres, removal of entire mountain tops, process. .«
of coal into synthetic oil and gas--all have extensive impacts on the land and
vater, as well as on the lives of people in the region., Some of these effects are
considered below. At the same time, this form of ownership of the coal resources

removes ever further from the possibility of local influence the decisions over

the development of those resources (See discussion in chapter on Economic Develop-
ment). Care for the land is not the major concern of such corporations. whbich
juggle international energy markets and resources to draw the greatest profi.s.

As the Harlan County conservationist, with USPA's Soil Conservation Service, tnld
us: "A private owner will use something,cake care of it and keep it. But a large
corporaticn doesn't have the same feelings, Nearly all of these corporations are
absentee and their purposes are exploiting the land, When the coal is gone, therel

won't be much left."
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Expansion ot Absentee and Corporate Control of Mine.als Outside the Tra

Coalfields

The energy crisis is stimulating development of coal resources whi
the fringes of the traditional coalfields of Appalachia. In central ar
West Virginia, southwest Virginia, southern Tennessee, and northern Ale
study found evidence of acquisition and consolidation of mineral resour
and rhe beginnings of coal development. In some counties (like Randolj
Virginia and Walker and Tuscaloosa in Alabama), coal mini ; has been t:
in the past in conjunction with other forms of economic development (m:
culture). The impacts of past coal development have been mitigated by
counties' diversified local economies. The new scale of develnpments :
is likely to change their economic base (through restric{ing agricultui
land, for example), and thus may intensify the impacts of energy develc
ocher counties {like Scott County, Virginia, Dekalb County, Alabama) c¢
has been barely existent and the impacts wlich accelerating leasing an
minerals will oring are new, though perhaps aot welcome.

Our study found that the rattcrn of absentee ovmer ‘p and contro.
rights which has long characterized Cent.al Appalachia . now extendin
iringe areas. The big oil companic. are playing a significant role in
wave of leasiry and purchasing activity there,

In Braxton, Nicholas and Wehster «ounties, West Virgini
Energy Corporation of Pennsylvania (tentn largest oil comran
the U. S.) has purrhased 30,000 acres mineral rights. 0

Exxon has made extensive purchases of minerals in centr
West Virginia counties through its subsidiary, Carter 0il.
has also leased a reported 100,000 affes of mineral rights i
Braxton, Nicholas and Clay counties.

In Randolph ..unty, West Virginia, Amax, a diversified
and minerals company, has leased thousands of acres of riner
rignts from the McMullen family. 12

Other large energy corporations, like Mcbil, Occidental
leum and DIM (a subsidiary of General Energy Corporation of
Kentucky) hold extensive leases of coal in central West Viry

In Scotc County, V'rginia, a traditionally agricultural
with a pattern of mainly small landownership, much rumored c
speculation is apparently taking place, although little hard
mation could De Zound in the county's deedbooks. Consolidat
Coal Company (subsidiary o” Continental 0il) is apparently 1
many acres of minerals and is planuing a new deep mine ar Du
but is keeping its plans well out of the public eye.14Virgin
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Coal and Coke, now owned by American Natural Resources, Inc.,
owns over 1,500 acres of mineral rights in Scott County, a {

ANR 1s involved in plans for a synthetic fuel plant at either
Dungannon or Mendota.

In Tennessee, the southern Cumberland Plateau is the main area of new coal

speculation. While some coal mining has taken place in the past in this area,

it appears that new scale developments may soon affect 1it,

Plans by Amax to develop a 10,000 acre strip mine around !
Piney, in Sequatchie County, were shelved after much public 7
protest in 1976, but residen*s are not .onvinced that they have
been dropped. When the coal market pickst¥%tney expect to see
further attempts to strip mine their coal.

Gulf Resources and Chemical Corporation of Houston, Texas,
has leased more than 5,000 acres in the eastern part of Cumberland
county, and adjoining acreage in Roane and Morgan counties, for
large-scale development. Their 1977 Annual Report states "the
location is favorable with respect to possible barge shipments to
Europe and Japan." The Tennessee-Tombigbee Waterway, under develop-
wcat by the Corps of Engineers, would presumably be the route for
such shipments, and it appears that the waterway will play a signi-
ficant part in the development of southern Tennessee's coal reserves.

In northern Alabama, agricultural counties also along the
Tennessee River like Dekalb and Marshall are also seeing coal specu-
lation occurring., According to the Dekalb County probate judge, in
the last three years there has been a significant amount of mineral
buying and leasing, andlgimultaneously, an increase in strip mining
for coal in the county.

The Tennessee-Tombighee Waterway may also have a role in the
development of lignite resources further south in Alabama and Mis-
sissippi for possible lignite development, Phillins Petroleum is the
leading company in this leasing, with other big oil companies like
Continental 0il also involved. Proposals have been made for synthatic
fuel plants 1in the area, using lignite as a feedstock.

With the expansion of absentee and corporate control of minerals into these
nev areas, it is likely that the "Appalachian Experience" of coal development will

spread into formerly agricultural counties, leading to great cnanges in land owner-

ship and land use patterns (See discussion in Chapter VI on Land Ownership and
Agriculture).

New Importance of 011 and Gas

When looking at mineral rights speculation in Appalachia, one can no longer
look only at coal, The Eastern Overthrust Belt, running northeastwards from

Alabama through Pennsylvania and into New York, is fast becoming one of the countryﬁ
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hottest prospects for oil and gas. The latest energy cricis. combined with some
big finds (Columbia Gas Systems brought in one of the biggest natural gas test
wells ever in Mineral County, West Virginia in 1979: oil strikes have rerently
been made in Tennessee, Kentucky and Virginia) to spark a new wave of oil and gas
rights leasing across the region. While in the early stages of a ''gold-rush”

like this it is common to find a number of individual entrepreneurs and independent
operators active, big oil and gas companies have extensive leasing of oil and gas
rights in the area, and are actively expanding and consolidating their holdings.

Standard 0il of Indiana (Amoco), for example, is reported by the Wall Street Journal

to have 2.75 million acres of oil and gpas rights in the Eastern Overthrust Belt,
and has spent $25-30 million in leasing land and doing seismic testS.zo Exxon Cor~
poration has drilled several dry wells in Hardy County, West Virginia; Columbia
Gas, which holds 348,777 acres of mineral rights in cur survey counties of West
Virginia, has drilled several wells in addition to its big strike of 1979. Gulf
0il Corporation and Atlantic Richfield Compary have agreed to a joint venture to
explore 1.2 million acres in the Appalachian Basin. Arco will spena up to $26
million. Gulf is contributing most of the acreage. 1In Scott and Wise counties,
\  ,inia, Penn Virginia Corporation, an independent drilling concern from Phila-
delphia, has said that it and other companies will drill 260 wells on more than
132,000 acres.21Whi1e in east Tennessee it is still possible for small independent
operators to sink a well and hit it rich, the game is mainly and increasingly in
the hands of the big companies that have the capital resources to do the seismic
exploration, test wells, pipelines and the rest, and to withstand a succession of
dry holes.22

The Eastern Overthrust Belt is only in part synonymous with the coalfields of
Appalachia. In much of Virginia and West Virginia, drilling for oil and gas is
taking place in areas outside the coalfields, which have been removed from the

impacts of energy development in the past.

New Minerals Are Assuming Importance

The search for national independence is not confined to coal ard oil, or even
to encrgy resources generally, In Appalachia, new minerals ora beginning to assume
importance. Uranium is the one most obviously connected with the energy crisis,
but other metals are beginning to be found and deveioped ir the region, These may
afford other industries independence from the increasingly complex political impli-

cations of resource extraction from Third World countries. OPEC is the most success-—

ful example of a Third World cartel to control Western access to scarce natural
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resources, but others have been attempted. Metals such as bauxite, chromium and
copper which once were both cheap and readily available are beginning to involve
multi-national corporations in political and economic costs they do not care to

incur. In this world context, any "home" sources of such minerals may provide an

independent supply which can be valuable to U. S. corporations.

The mountains of western North Carolina and southwestern Virginia are impor-
tant areas in the search for new minerals. Uranium exploration is currently taking
place in national forest land around Grandfather Mountain in Avery County, North
Carolina, and in the Devil's Fork area of the Jefferson National Forest in south-
west Virginia. A survey by two University of North Carolina geology professors
pointed to several areas of uranium deposits in the East, of which the most exten- |
sive run along the granite chain of the Appalachian mountains.23 They have predicted
that within the next ten years, uranium mining will begin in one or more of these |
locations. So far, the country's experience with uranium mining in the West does ‘
not suggest that this new development for Appalachia will be entirely welcome.

Strip mining is the most common method of extraction of the uranium-bearing deposits
and the devastating effects this mining method can have on the land and water in
Appalachia's steep terrain are already known, Milling of the ore to extract the
uranium from the rock involves crushing it to a fine powder then mixing it with
sulfuric acid. Large volumes of wastes are entailed with this milling process,
wastes waich emit radioactivity for many years as ore radionuclide decays into
another:.)'4 Dusts f.om the piles of waste "tailines™in the West are carried for

many miles on the winds, contaminating water, plant and animal life. In Appalachia,

the denser human population means more people will be exposed to contamination from

such sources unless the operations are very strictly controlled. Rainwater may
leach radioactive elements such as radium and thorium from the waste piles, con-
taminating surface and ground water supplier.

Another mineral whose exploitation is beginning in parts of Appalachia is
bauxite. One company in particular, Gibbsite of New York. has been trying to minc {
bauxite here for ten years?5 It bought up mineral leacs.s for an estimated 15,000
acres in Ashe, Alleghany, Surry and Wilkes counties in North Carolina. and Graysen
and Carroll counties in Virginia, before public outcry over its plans for surface
mining of bauxite made it shift its test mining to another location, Recently the
company announced new plans for bauxite mining and ore processing in Grayson County,
Virginia, despite public protest. Bauxite is used in the manufacture of aluminum,
and supplies on the international market are becoming increasingly uncertain with |

political instability in Central America and the Caribbean.
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In Madison County, lorth Carolina, we have reports of new plans for extraction
of bauxite, and also such minerals as barite, used in drilling oil wells; monazite,
which is associated with the radionuclides cesium and thoriumi and olivine, a
chromium substitute which is used in making fire brick.

Other minerals besides coal have always been mined on a relatively small
scale in parts of Appalachia. Zinc, manganese, feldspar and mica have all had
loca. importance in variors parts of the region. It appears that these are now
being joined by a new wave of specul=tion in minerals which may become equally

important in some local economies.

THE IMPACTS ON THE LAND

Changes in the ownership patterns of energy resources in Appalachia, which
are summarized above, imply many new impacts on the land and water of the region.
Increased coal production, and larger-scale mines, will intensify the effects of
strip mining on the land and people that have already been experienced in the
coalfields, and may extend these effects beyond the traditional coalfields. The
conversion of coal into synthetic oil and gas will bring new environmental effects,
few of which have been experienced in the region befcie. The extraction and pro-
cessing of oil shale will also hring new impacts, mostly in areas outside the
central Appalachian coalfields. And the use of the region's abundant water sup-
plies to supplement nuclear energy, through pumped storage schemes, involves more
destruction of farms and communities to meet energy demands.

The region has already witnessed conflicts between citizen and environmental
groups and the coal companies. In the past “en to fifteen years, strip mining for
coal has met with citizen resistance through every possible means. Our study
suggests that in the future, such buttles will have to be fought with new protago-
nists (big-oil companies as well as independent coal companies, for example), over
new environmental impacts (synthetic fuel plants and 0il suaie :-.Orts, as well
as strip mining on a larger scale than ever before), and in new areas (the fringes
of the coalfields, the Knobs of Kentucky, the Blue Ridge of North Carolina, as well
as in the older coalfields). The citizens' groups which seek to give local resi-

dents a voice in how their local resources are develcped now face bigger battles.

They face them in a national political context in which the need for energy often

is given more weight than the social and environmental costs of energy development,
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Strip Mining for Coal

Perhaps no issue in Central Appalachia has been more emotion-laden than

strip mining. While citizens tave protested by every conceivable means, from

laying down in front of bulldozers to lobbying for stricter governmental regu-
lation, scrip mining has only increased throughout the coalfields. As a national

energy crisis demands independence from foreign oil, even greater amounts of coal

are expected to be mined.

Extent of Strip Mining in the Appalachian Region

For instance, in West Virginia, the amount of strip mined coal increased by
almost 130 perc~nt between 1960 and 1973, while deep mine production fell by 42
percent, By the end of the period, strip mined coal accounted for almost a
quarter of sl] the coal produced in West Virginia. In eastern ¥entucky, in 1960,

only 13 percent of total coal production was from strip mining. By 1975, 53

percent of all coal mined in east Kentucky was strip mine.., In sever of our
survey counties in east Kentucky, over 70 percent of total coal production came
from strip m 1ing in 1977.26In Virginia, the same picture is presented: in 1978,

a third of total state production of coal was strip mined, over 10 million tons.

Some counties of our survey show an even more dramatic expansion of strip
mining, which has had far-reaching effects on the land and peoplez. In Wise
County, Virginia, for example, strip mining is the second largest land use in
the county, after forest land. As of August 1979, over 10 percent of the total
surface area in the countv had already been stripped, more than 30,000 acres.

In Mingo County, West Virginia, strip mine production increased from 104,570
tons in 1960 to 413,372 tons in 1979. Martin County, Kentucky, has also experi-
enced a dramatic increase in stripping. Bv 1978, some 6,126,461 tons of strip

mined coal were produced in Martin County, twice as much as was deep mined.

As long as it remains economically attractive to do so, strip mining will
continue at least on this scale in Central Appalachia. 1Indeed, current ownership
and leasing patterns suggest that even more extensive tracts will be stripped.

In areas like east Kentncky, some large lando ners are attemptirg to consolidate
their surface and mineral holdings in order to avoid surface owners' nrotests
over stripping. In West Virginia, Island Creek Coal Company has announced a

twenty-five year plan to strip 65,000 acres on the Mingo-logan County line, the

largest strip mine in the East. It also has initiated an 8,000 acre strip projecti
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in Upshur County. On the Cumberland Plateau of southern Tennessee, Amax announced
plans in 1976 to strip mine an initial tract of 10,000 acres. Further acreage
was expect:d to be stripped later. The plans were shelved after challenges from
local citizens through Save Our Cumberla.d Mountains led to water quality permits
being denied. However, residents suspect they have not heard the last of the plans.
Such large projects can only be contemplated because nf concentrated land
ownership patterns--if Island Creek or Amax had to get agreement from thousands
of small landowners, they probably would never be able to start such a project.
The transfer of mineral rights from small independent coal companies to large,
multi-national energy companies also 2ffects the scale of coal extraction _n Appa-
lachia. The President of Amherst Coal Company, largest of the locally-owned coal
companies in West Virginia, summarized his exasperation with big oil. Referring
to Exxon's multi-million dollar twin mine in Lincoln and Wayne counties, he said,
"No commercial coal company would have dreamed of an expenditure like that.”" Big
0il has undreamed-of capital available, Furthermore, the world-wide context in
which it makes its decisions about development of the various erergy resources it
controls may make it independent of traditional considerations of labor supply,
transportation costs, even market demands, which constrain independent coal com-

panies.

Impacts on the Land

Strip mining has a number of effects upon the land when it is conducted in
steep terrain. Its disruption of the land in turn affects water supplies and
quality, and, through such consequences as flooding, disrupts communities. While
~hese impacts have been widely discussed and studied elsewhere, it is important to

summarize some of them here.
Erosion of the Land and Increasing Peak Flows of Streams

By denuding vegetation and eroding top soil, strip minir 2 reduces the
capacity of the land to absorb rain water, thus increasing peak flows in
streams below strip mined hillsides. Many studies have jocumented this

effect of strip mining:

**The Becaver Creek Study, corducted by the U. S. Geologiral
Survey from 1956-66, monitored stream flows from two small water-
sheds in McCreary County, Kentucky, one cf thew mined, one undis-
turbed. Peak discharges from the mined watershed were consistertly
higher than from the unmined one (as much as one and a half times
higher), and occurred more rapidly after rainfall.
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**The New River studies, conducted by the University of
Tennessee gave rise tc a computer model to predict the effect
of strip mining upon flooding. The model predicts that a 5 per
cent disturbance of the watershed will produce a 2-4 foot increa:o

in the 100 year fl~ad stage.

**Both the Beaver Creek and New River studi~s show that eve~
a small amount of land disturbance from strip mining (less than
10 percent) can greatly increase the amount of runoff and peak
flow discharge during storms.

**A series of studies by the U, S. Forest Service Norcheast.
Experiment Station in east Kentucky comes to similar conclusions--
"peak flow rates increased by a factor of 3 to 5 after surface mining.
Lag time was reduced, thus effecting an increase in the rate at which
flood peaks move downstream. It appears that peak flow is directly
and positively correlated with the percent of area disturbed during
surface mining."9

**The one study that has been seized upon by tlhe coal industry
as apparently vindicating strip mining is subject to question. U. 5.
Forest Service engineer Willie Curtis issued a report in 1977 which
compared 50 percent mined and undisturbed watersheds in Breathitt
County, Kentucky and Raleigh County, West Virginia.3o He found that
peak flows after the storm of April 4-5, 1977, had been higher in the
undisturbed watercheds. Curtis suggested that a ''sand-dune" effect
may be operating, such that extremely disturbed land way hold large
quantities of water in its broken;up rock. It has not been established
that the sand-dune effect will occur in all cases of extre.e devas- o
tation, or that it can be maintained over time as disturbed land
settles and the spaces for water storage are reduced,31 And the sand-
dune effect probably does not operate in the more common situations
where a smaller proportion of a watershed have been stripped.

Curtis' arguments raise another specter: if strip mine spoil retains
large amounts of water, it is also subject to the stress of that great weight.

' Where slopes are steep, landsiides could result, with even greater devastation

of downstream areas. It is for this reason that strip mine reguiations seek
to ensure that water does not seep into replaced overburden. But in their turnm,

these regulations imply increased runoff--a Catch-22 situaticn.

¢ Erosion of Soil and Sedimentation of Streams

2 Strip mining erodes soil and hence contributes to increased sedimentation

of streams. As creeks and rivers silt up, their carrying capacity is reduced
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and their likelihood of flooding is increase’. Again, many studies document
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the connection between strip mining and increased sedimentation.
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**EPA esti-iated that for a certain degree of slope, active
strip mines yield 2,000 times as much sediment as forest land of
similar size and character.

**The Stanford Research Institute report on Surface Coal
Mining in West Virginia found in areas with generally steeper
slopes and greater natural sedimentation, that suspended sedi-
ment in strip mines watersheds is more than 1,000 times that in
similar drainage basins where there has been no significant mining.

**Both the Beaver Creek and U. S. Forest Service studies in
Breathitt County,Kentucky, similarly fo 2d a clear relationship
between strip mining and sedimentation.

**The U. S. Geological Survey and Army Corps ot Ergineers
studies to determine the reasons for excessive sedimentation of
Fishtrap Lake in east Kentucky characterized gtrip mining as the
major contributor of unanticipated sediment.3

These scientific studies now confirm whas Central Appalachian residents
have %nown for many years. Strip mining caus2s significant damage to the land
and in turn contributes to the frequency and se¢verity of flooding. The Ken-
tucky Department of Narural Resources report on the 1977 flood concludes:
Considering all the information on the effects of surface
minin_ on runoff and erosion, small tributaries with a high
percentage of recently di :turbed lund probably had a significantly
higiaer flood level as a result of the surface mining.
Devas.ating effects of the flooding which has taken place in Appalachia in recent
years following the strip mine disturbance of the land were found in many com-
munities we sti iied. In Mingo County, West Virginia, for example, the highest
flood in the history of the Tug Fork River occurred in April 1977, According
to a Corps of Engineers report, total assessable damage done by the flood was
spproximately $200 million. More than 4,700 homes and 670 businesses were
damaged. Six hundred homes were totxlly destroyed. Over 200 miles of highways
and railrcids wvere washed out.378y some miracle, no one was killed in thc flood
itself, although the shock, fear and grief of the flood, and the strain of losing
homes and belongings, tock their toll after the flood, especially on older people.
In addition to the direcct physical losses, businesses in the area were closed
for an extended period of time. Loss of sales and output was estimated at close
to $11 m. :lior.,, and business losses resulting from the temporary closing of coal
mines exceeded $30 million.
Flooding in the valley of the Tug Fork watershed has increased steadily both
in frequency and height du:.ing the last thirty years, according to a report by

the Tug Valley Recovery Center. Strip mining for coal in the valley L increased
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at a parallel rate and volume during that same period, while the averapge rain-
fall and the severity of storm events for the Tug Fork Basin area has remained
constant.38

Elsewhere in Appalachia, areas which had never before had major floods began
to be flooded after strip mining commenced in their watersheds. The Camp Creek
area of Pike County, Kentucky, for example, was devastated by floods in June
1979, although the area had never before had a major flood. Seven houses were
washed downstream, one with two women inside. Heavy strip mining had begun on
the head of the creek in 1975, and by 1979 the upper sections of the wotershed
had been completely strip mined. While residents of Camp Creek h=d littie
hesitation in connecting this strip min‘ng with their flocd, government repre-
sentatives denied any connection.

My dad's 85 years old, and if his father were alive he'd
be 125 and they've lived in this hollow all their lives. There's
never been anything like this in this hollow for 125 years....
The strip mines are just about two miles on up past us.... They
don't care, just that lump of coal.

Not only has flooding become more frequent, higher and more extensive
since the advent of large-scale strip mining, but its effects are more destructiv:.
The regular flooding of bottom land which used to happen enriched the soil by
adding fertile silt. Now flooding deposits clay and acid materials from strip
mine operations, destroying agricultural land. As Becky Simpson, a resident of
Cranks Creek, one of the most flooded areas of Harlan County, says, "Folks can't !
raise a garden and they can't farm any more berause clay mud has washed over the
soil."
Coal mining's other impacts on the land and environment include its effects]
on water. Both deep and strip mining create acid drainage, which can destroy
fish life in streams and makes water unfit for drinking. Acid mine drainage is |
formed wher toxic materials, generally pyritic minerals, are exposed to air and
water. The pyrites are altered by oxidation to soluble sulfuric and iron com-

pounds."9

These salts dissolve in water to form sulfuric acid; and this in turn
dissolves other minerals exposed by mining operations, suchasnicke!, sluminum,
manganese. Some of these are toxic, others carcinogenic.

Appalachian coalfield streams are extensively degraded by mining practices,
As energy development in the region expands, the problems may become even move

severe.
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**According to the 1978 Kentucky Water Quality Report to
Congress, the entire eastern Kentucky region is plagued by low
water quality, "indicative of the coal mining which takes place
in the area." Pike County was found (0 be onc of the worst
affected--indeed, in a county twice the size ~ other east Ken-
tucky counties, the Nature Reserves Commission ..s unable to find
a single site suitable for a nature ceserve.40

**A recent TVA survey shows the Powell River, running from
southwest Virginia to the Norris Lake, to have "the most critical
water quality problzm in the (Tenni.ssee) Valley, resulting from
mining activities." 1

*%0n the Cumberland Plateau in Tennessee, an area where strip
mining fc coal is likely to increase in coming years, a number of
mnajor streams have already been affected by acid mine drainage and
se