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Kentucky’s economy is still working to recover from the Great Recession, only recently
returning to its pre-recession job levels.' While the state has shown small signs of eco-
nomic growth, state revenues grew at half the rate needed to meet budget requirements
in 2014, leaving the state with a $91 million deficit.”

As the Kentucky economy works to get back on its feet, a main concern is the state’s
industrial economy—in particular, the coal sector. The Appalachian coal community
has been facing a steady decline, in part due to the country’s increased reliance on
natural gas. While some are quick to argue that the barriers facing this community are
driven by federal regulations to clean the air, a government policy that artificially props
up coal production on federal lands has long undermined coal production in Kentucky.
By ensuring that coal companies mining on federal lands pay their fair share, the federal
government could generate millions in new revenue that could be directed toward revi-

talizing Appalachian communities.?

Kentucky’s economy is still working to recover from the Great Recession

* Kentucky’s economic growth has lagged behind the national average for the past
decade. An analysis of data from the U.S. Bureau of Economic Analysis found that
Kentucky’s economic growth rate has lagged behind the national rate for eight of the
past nine years. Notably, the state’s growth rate from 2011 to 2012 was 24 percent
worse than the average growth rate of all 50 states and the District of Columbia, and
the gap barely shrunk to 22 percent from 2012 to 2013.*

* Kentucky is faced with a $91 billion budget shortfall. In 2014, Kentucky’s economy
grew at 1.1 percent, but in order to keep up with the state’s budget, revenues needed to
grow at 2.2 percent.’ This left the state with a $91 million budget shortfall.®

* In Kentucky, wages have decreased for the past decade. According to the Kentucky
Center for Economic Policy, real wages in the state have been “falling for more than a

decade.”
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In Kentucky, education cuts have been severe. Between 2008 and 2015, per-student
investment in K-12 schools was cut by 11.4 percent.® Cuts to higher education have been
even more devastating: Kentucky’s public universities suffered a 25.4 percent drop in
funding between 2008 and 2015. That amounts to $2,649 less funding per student.”

Appalachian coal communities face unique barriers

Between 1983 and 2012, Kentucky lost 21,000 coal jobs. The decline in coal
jobs began decades ago. According to the Mine Safety and Health Administration,
Kentucky has lost more than 21,000 mining jobs since 1983."

Between 2011 and 2014, Kentucky lost nearly half of its coal jobs. A report from
the Kentucky Center for Economic Policy found that Kentucky lost more than 6,000
coal jobs between 2011 and 2014, or nearly half of its coal employment."'

Appalachian coal is facing a steady decline. The richest, easiest-to-mine seams have
been developed, making it more affordable to extract coal from other U.S. basins, espe-
cially those in the West."

Idling even a single mine can have a huge impact on the local economy. Some
counties in this region are overwhelmingly dependent on the coal industry for jobs
and tax revenue. As a result, closing or idling even a single mine in one of these com-

munities can have a ripple effect that is felt across the local economy."

A new opportunity to help Appalachian coal communities

Federal policy currently subsidizes coal extracted from public lands by allowing min-
ing companies to pay royalties on a below-market coal price. If, over the past five years,
coal companies had been required to pay royalties on the true market price of coal, the
federal government could have collected up to $1 billion more in royalty revenue each
year."* Roughly half of this money would have gone to the states where the coal was
mined, while the other half—or an estimated $500 million—would have gone to the
federal government.' Congress should fix the coal royalty system and invest this new
federal revenue in struggling Appalachian coal communities. If just $50 million was

directed toward Kentucky’s coal communities, the state could potentially:

* Hire more than 1,400 teachers: The average starting salary for a teacher in Kentucky
is $35,166. With $50 million, Kentucky could hire more than 1,420 new teachers.'¢
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* Revitalize more than 1,000 miles of bridges: According to the American Society of

Civil Engineers, 8.7 percent, or 1,234, of Kentucky’s bridges are structurally deficient

and 22.7 percent are considered functionally obsolete.'” As calculated in the Reason

Foundation’s 21st annual highway report, the average cost of reconstructing or

improving a bridge in Kentucky is $45,624 per state-owned mile."® With $50 million,

more than 1,000 miles of bridges could be revitalized.

* Invest in 150 more small businesses: The U.S. Small Business Administration’s aver-
age loan was $337,730 in 2012. With $50 million, Kentucky could invest in almost

150 more small businesses.'’
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