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Natural resource extraction forms the backbone of the Russian economy and
characterizes the majority of regions and communities in the Russian North. The
long-term socio-economic sustainability of natural resource extraction in re-
source abundant countries has been questioned and discussed in various social
sciences with the resource curse theory, which, however, is understudied on the
local level. This study creates a local resource curse theory that is based on the
basic idea that there are negative consequences to sustainable socio-economic
development as a result of the resource curse. The paper seeks to explain how
the current use of natural resources presents obstacles to the sustainable socio-
economic development of resource communities. The local resource curse the-
ory approaches the unsustainability of local resource-based development using
eight elements, which define the structural and attitudinal consequences of re-
source-based development for resource communities.

Using this theoretical framework, this study analyses the socio-economic sus-
tainability of resource-based development in the peripheral mining community
of Kovdor, located in the Murmansk region. The case study is based on survey
results conducted by the author in Kovdor in 2010. The data is analysed with
quantitative methods. This paper presents a new approach for understanding the
resource curse on the local level. The paper argues that the local resource curse
theory is competent for explaining the unsustainability of resource extraction as
the basis of local development. The study demonstrates that structural and atti-
tudinal consequences of resource-based development are important for under-
standing about the negative consequences of resource-based development for
sustainable long-term local socio-economic development.
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economy accounting for about two thirds of Rus-
sia’s total export revenues and almost half of federal

The basis of the Russian economy is the extraction
and export of natural resources, which were the
backbone of Russia’s rapid economic growth in the
2000s, after the economic crisis of 1998 (Bradshaw
2006; Gaddy & Ickes 2013: 309). Northern Russia’s
resources contribute approximately 20% of Rus-
sia’s annual GDP (Foxall 2014: 94). Oil and gas in
particular have formed the core of the Russian

S

VERTAISARVIOITU
KOLLEGIALT GRANSKAD
PEER-REVIEWED

www.tsv.fi/tunnus

URN:NBN:fi:tsv-0a45316
DOI: 10.11143/45316

budget revenues (Ahrend 2008: 6; Gaddy & Ickes
2013: 310). Moreover, oil and gas produce approx-
imately 11% of Russia’s total GDP (Gaddy & Ickes
2013: 310). Dependency on natural resource ex-
traction is particularly characteristic of regional
economies in the Russian North!, where the extrac-
tion of natural resources has historically shaped the
region’s economic culture (e.g. Tynkkynen 2007).
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The era of economic growth in the 2000s
strengthened the economic and symbolic meaning
of natural resources as accelerators of Russian eco-
nomic growth whilst limiting the degree of eco-
nomic diversification (Gaddy & Ickes 2010: 307).
Hence, modernization and diversification have
been key aspirations of the Russian economic
agenda since 2007 (Connolly 2011: 428, 431).
The crisis of 2008-2009 in particular highlighted
the need for diversifying Russia’s economy; the
economic modernization programme of the then
president Dmitry Medvedev in 2009 was a re-
sponse to this need (IFAP 2008; Medvedev 2009).
However, instead of a new drive to promote eco-
nomic diversification after this crisis (Foxall 2014:
98-99), economic diversification was limited. The
trend of economic diversification has been even
negative in some regions of Russia, such as the
Murmansk region in the 2000s as the reliance on
traditional industries has increased (Didyk & Ri-
abova 2012: 240). Nevertheless, the natural re-
source-based economy has brought benefits for
the short-term economic development of Russia,
which was boosted by the rise in world market
prices for natural resources in the 2000s (Ahrend
2008; Connolly 2011: 428). However, the vulner-
ability of Russia’s resource-based economy has
been shown in late 2014 after the falling oil price
in the world markets. Nevertheless, according to
Gaddy and Ickes (2010: 307), Russia would have
been more vulnerable to the economic crisis of
2008-2009 if it had targeted economic diversifica-
tion instead of promoting the resource-based
economy in the 2000s. Hence, economic diversi-
fication is not necessarily crucial from the point of
view of sustainable socio-economic development.
However, regardless of the benefits, the decade of
growth in the 2000s has also prolonged the funda-
mental problems of the Russian economy’s “re-
source path” (Ahrend 2008; Connolly 2011: 428).

In Russia, the problem of economic diversifica-
tion is an acute concern at the regional and local
levels, especially in communities where the local
economies are based on the extraction and export
of natural resources. In the single-industry towns
of the Russian North the problem of economic di-
versification is especially challenging as the rela-
tively big populations found in remote areas of the
North need alternative employment to sustain the
future existence of their towns. The towns in the
Russian North deal with the problem of moderni-
zation of their industrial enterprises and restructur-
ing of their economic and social spheres (Pilyasov
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2013: 3; Suutarinen 2013). Hence, resource-based
development in single-industry towns in the Rus-
sian North forms a geo-economic risk for their sus-
tainable development (Anokhin et al. 2014).

The unbalanced economic development of
countries and regions, where the economy is
based on the extraction and export of natural re-
sources with a low level of added value in the
manufacturing process, has been discussed
among the scholars of various fields from eco-
nomic sciences to geography under the term re-
source curse (e.g. Kim 2003; Davis & Tilton 2005;
Bradshaw 2006; Humphreys et al. 2007; Tynk-
kynen 2007; Travin & Marganiya 2010; Van der
Ploeg 2011) and staple thesis’ (e.g. Schmallegger
& Carson 2010; Carson & Carson 2011). Howev-
er, whether the natural resources of a certain
country, region or community form a resource
curse depends on the overall institutions and poli-
cies related to natural resource extraction (Wright
& Czelusta 2004; Rosser 2006; Ahrend 2008: 3,
7-8). Therefore, natural resources can be both a
blessing and a curse for the development of re-
source economies at both local and state levels
(Van der Ploeg 2011). Resource-based develop-
ment is a questionable option for the sustainabili-
ty of the economic future of a country as the de-
pendency on extraction makes the economy vul-
nerable to changes in raw material prices and any
crisis associated with such price movements
(Bradshaw 2006: 725). Moreover, resource-based
development often leads to Dutch Disease,
whereby the growth of revenues in the resource
sector accelerates the inflows of labour and capi-
tal from the production sector to the resource sec-
tor (Scherbak 2010: 50). Moreover, a resource-
based ideology is a hindrance to structural chang-
es that could boost the diversification of the econ-
omy (Carson & Carson 2011: 375). Therefore,
natural resources are not necessarily a blessing
that may bring prosperity to a region or locality,
but can also be a curse which presents obstacles
to alternative forms of development and a more
rational use of existing resources. Russia in par-
ticular has been stigmatized as a country where
the so-called “resource curse” has had and con-
tinues to have a significantly negative impact on
its development (e.g. Sachs & Warner 2001; Ah-
rend 2005; Aslund 2005; Tynkkynen 2007).

Despite the studies of resource-based develop-
ment as a curse for state and regional economic
development (e.g. Kim 2003; Bradshaw 2006;
Travin & Marganiya 2010), only a few studies dis-
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cuss the resource curse as a local phenomenon,
such as Tynkkynen (2007), from a geographical
point of view, and Borge et al. (2013), from an eco-
nomic point of view. Studying the natural resource
curse at a local level presents a challenge in that
one has to adapt state- and regional-level theories
to the local level. On the state level, the resource
curse impacts in various ways, such as promoting
policies that support the interests of the main re-
source industries instead of policies that promote a
more diversified economy. However, on a local
level, in resource communities, where the opportu-
nities for diversification into alternative industries
are limited, the resource curse theory has to be ap-
proached from a different viewpoint as one has to
explain how the current way of resource extraction
represents a challenge for sustainable socio-eco-
nomic local development. This idea encourages the
author to hypothesize that local level obstacles to
sustainable socio-economic development, which
could benefit from the comprehensive use of the
human, natural resource and environmental poten-
tial of the community, can be explained by a modi-
fied version of the resource curse theory. While the
usual economic resource curse theories are based
on the negative economic consequences of a re-
source-based economy, such as how resource ex-
traction produces excessive rent, this paper seeks
to define the structural and attitudinal consequenc-
es of resource-based development for resource
communities (e.g. Tynkkynen 2005, 2007; Schmal-
legger & Carson 2010; Carson & Carson 2011).
This paper contributes to resource curse theory
by creating a theoretical framework for what we
might call the local resource curse. The paper is
based on the main idea of the resource curse,
namely, that it has a negative impact on compre-
hensive sustainable socio-economic development
across various spatial scales. The paper develops
the theory of the local resource curse by combining
elements from the theories of the resource curse
and the staple thesis. This paper will emphasize
that the rethought local resource curse theory is
useful for understanding the dimensions of unsus-
tainability of resource extraction as the basis of lo-
cal development. This paper will further demon-
strate that the resource curse theory is suitable to
expand from the state and regional level discussion
to the local level. Moreover, this paper will define
the criteria by which resource curse theory is useful
to study on local level. This study understands sus-
tainable socio-economic development by the fol-
lowing criteria: (1) the utilization of local resources
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based on long-term planning and diverse visions of
the local economic potential; (2) the utilization of
local natural resources without damaging the long-
term potential of local alternative industries and lo-
cal living environment; and (3) the utilization of
local resources with respect for the social aspects
of local sustainable development.

The theoretical framework is used in an analysis
of the local resource curse in a case study of the
peripheral resource-based mining town of Kovdor,
located in the western part of the Murmansk re-
gion (Fig. 1). The case study seeks to analyse how
the elements of the local resource curse theory can
explain the unsustainable use of local resources in
the case study town. The case study is based on a
survey that was conducted by the author among
the residents of Kovdor in September 2010. The
survey mainly involved workers of the town-con-
stituting enterprise Kovdorskii GOK (later KGOK).
The data was analysed quantitatively using fre-
quency measurements for the numerical data.

The study continues as follows: in the second
section, the theoretical framework of the paper is
created. The third section analyses the case study
together with the survey from the point of view of
local resource curse theory and the fourth section
discusses the findings of the study. Finally, the fifth
section draws the conclusions of the study.

Local resource curse theory

In this chapter resource curse theory is modified
in order to be applied to the local level. This
chapter seeks to define different elements of the
local resource curse. Then these different ele-
ments are discussed in detail.

Local resource curse theory serves as a tool for
identify the elements that describe the incom-
plete nature of local development, which could
be improved by changes in the interrelations be-
tween and policies and practices of the state, the
region, resource firms and local actors in the
community. The local resource curse theory
adapts parts of the staple thesis theory due to sev-
eral similarities with the general characteristics of
staple-based economies, as discussed recently by
Schmallegger and Carson (2010: 204-205) as
well as Carson and Carson (2011). These charac-
teristics can be used as local level factors to ex-
plain the obstacles to sustainable socio-econom-
ic development in peripheries with resource ex-
traction industries.
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Fig. 1. The Murmansk region and its resource and industrial towns.

The staples thesis describes the formation of
structural dependency on natural resources in
staple-producing regions (e.g. Barnes 2005). Sev-
eral of the main characteristics of the staple thesis
are suitable for inclusion in the local resource
curse theory. However, not all the staple thesis ar-
guments, such as the dependency of the resource
communities on external capital and labour
(Schmallegger & Carson 2010: 204-205), are cur-
rently characteristic of those industrial Russian
peripheries, which were industrialized in the So-
viet period, such as the Murmansk region. In the
course of Soviet industrialization such regions
were populated by newcomers, which have since
acquired a more permanent presence (Bolotova &
Stammler 2010).

In resource curse theory, based on the previous
findings of scholars, the elements of the local re-
source curse are classified in eight categories, all

of which describe the negative impact and charac-
teristics of a resource-based economic culture on
sustainable socio-economic development at a lo-
cal level (Fig. 2).

Local resource curse: resource-derived
elements

The first element (E1) of the resource curse is the
unsustainable and unpredictable development of
resource states and regions caused by the volatility
of resource prices (e.g. Bradshaw 2006: 725;
Schmallegger & Carson 2010: 204). On the local
level the dependency of resource communities on
the main resource-extracting firms, which are vul-
nerable to external market forces and to the vola-
tility of resource prices on world markets, impacts
on the development of these resource communi-
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ties and on their local revenues. In turn, the social
development of these resource towns is dependent
on these revenues. In Russia’s resource communi-
ties the local budgets are dependent on the com-
petency of main enterprises. Their direct tax pay-
ments alongside with indirect revenues form the
basis of local budgets (e.g. Kovdorskii raion 2011).
Therefore, the consequences of the global volatil-
ity of natural resource prices are greater for local
resource communities than they are for a state or a
region. Moreover, in Russia, resource industries
employ more workers than they do in Western
countries. Therefore, the volatilities of resource in-
dustries have consequences to relatively populous
resource communities, and thus present massive
regional concerns in natural resource dependent
regions. However, the impact of the volatility of
resource prices depends on how and at what level
resource rents are collected and redistributed.
During economic booms, the prosperity pro-
vided by a leading resource industry satisfies the
community and its decision makers, which how-
ever has the unfortunate effect of discouraging
them from diversifying. Strategies for economic
diversification in resource-based regions and com-
munities only receive interest when boom turns to
bust (Carson & Carson 2011: 374). Then, the poli-
cies for improvements are usually ad hoc in nature
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(Tykkyldinen 2010: 257) and only last until the
next boom arrives.

According to the main argument of the resource
curse theory, in economies rich in natural resourc-
es economic underperformance is common when
compared to economies with limited natural re-
sources (Sachs & Warner 2001). The “paradox of
plenty” (Karl 1997) and resource abundance
(Bradshaw 2006) demonstrate how states and re-
gions with huge natural resources usually use their
resources inefficiently and extensively (E2). More-
over, the economic policies of resource-based
states and regions concentrate on their main re-
sources, which they then export (Tynkkynen 2005:
8). Therefore, the use of the human capital and
other natural resources of such resource-based
communities are limited (Tynkkynen 2007: 861).
The “paradox of plenty” also impacts on the inter-
nal development of the main export industry. For
example, the utilization of new deposits of the
main exported resource is delayed as long as the
old deposits produce profits thereby creating an il-
lusion of sustainability (Bradshaw 2006: 725).
Moreover, local resource enterprises pay minimal
attention to the development of innovations and
maintain passive policies rather than adopt chang-
es. Additionally, state-owned and state-controlled
enterprises are less innovative and less efficient in

Generally resource-derived elements

E1:
The volatility of : E3: .
resource prices and E2: Path-dependency: . E4:
unsustainable Paradox of Plenty || ocal self-indentity as a| | Environmental
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Fig. 2. Elements
of the local re-
source curse.

Elements characterizing resource
communities (not purely resource-derived)
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comparison with private companies (Ahrend 2008:
5). However, the “paradox of plenty” at local level
presumes that local actors play an active role in
the utilization of their natural resources. When the
utilization of local resources is controlled by exter-
nal actors, such as the state and external enterpris-
es, then the likelihood of locally improving the
utilization of local natural resources is limited.
Furthermore, when the natural-resource indus-
try is considered stable and satisfactory, it discour-
ages the locals from thinking about alternative
economic paths for their community, which is re-
flected, for example, in the low level of entrepre-
neurial activities in resource-based communities
(Tynkkynen 2007: 861; Carson & Carson 2011).
These findings support the argument that, at the
local level, there is (1) lack of further investment in
the main resource business, which leads to a dete-
rioration of production due to the ageing of the
natural resource deposits, (2) lack of diversifica-
tion and spin-offs within the main industry, and (3)
lack of economic diversification into other poten-
tial sectors of the economy, which could utilize
more fully other local natural resources of which
there may be abundance. At a local level, resource
abundance is also represented with “crowding
out”, that is, when resource exploitation offers bet-
ter returns to the factors of production, and so
raises their price to uncompetitive levels for other
economic activities (e.g. Sachs & Warner 2001).
Economic development based on the export of
natural resources supports the formation of path
dependency,® where the local culture and eco-
nomic policies are based on producing resources
for export (Schmallegger & Carson 2010: 201-
202; Carson & Carson 2011: 373-374). Therefore,
the path dependency of resource-based communi-
ties merely strengthens the local self-identity and
inner culture as a resource producer (E3), which
hinders the development of alternative industries
(Carson & Carson 2011: 373). Moreover, resource-
based communities exhibit a tradition of certain
professions and lack of diversified skills. Therefore,
resource communities have limited human capac-
ities, which could be used in the development of
alternative industries (Carson & Carson 2011:
375). The historical way of development hinders
the development of alternative industries (Carson
& Carson 2011) and supports an apathetic attitude
to change. This passivity and lack of innovative
thinking are common in the regional and local ad-
ministrations of resource-based communities and
regions (Tynkkynen 2007: 862), and causes attitu-
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dinal obstacles to change. The local resource path
supports the formation of “resource fatalism” in
the community, which is reflected in lack of belief
in alternative development paths.

Environmental degradation (E4) is an obvious lo-
cal level consequence of extensive resource extrac-
tion. It has a direct influence on the quality of life in
resource communities. Moreover, environmental
degradation hampers other land use activities
around the resource extraction areas, such as the
traditional land use of indigenous people. This is
evident especially in the oil and gas regions of the
Russian North where the reindeer herding of indig-
enous people often collides with resource indus-
tries (Stammler & Peskov 2008). However, the con-
sequences of environmental degradation for sus-
tainable socio-economic development vary be-
tween different resource communities. In resource
communities with obvious diversification potential,
for example, into tourism, environmental degrada-
tion can hamper these opportunities. However, if
there was no settlement before resource extraction
began, the community was created because people
came to work in the local industry, and they have
got used to the fact of a certain level of environ-
mental degradation in their community. For work-
ers in the main resource industry, their self-identity
as locals has been formed through their work in
that resource industry, which has occupied a cen-
tral position in their lives, and environmental deg-
radation is to a certain extent tolerated and taken as
‘normality’, that is, as an inevitable consequence of
the resource industry (Bolotova 2012: 667).

Local resource curse: other elements

In countries where the extraction of natural re-
sources plays a significant role in the economy, the
state and regional authorities usually have a pater-
nalistic attitude towards resource industries (E5),
which is reflected in the accumulation of external
and public investment in the main resource indus-
try (Schmallegger & Carson 2010: 205). This paper
defines paternalism as preferential and subsidiza-
tion policies on the part of the public authorities
towards the resource industry of a community,
which also has indirect positive economic conse-
quences to its residents. However, as the resource
community is treated as a resource producer and
the well-being of the resource industries are the
main interest of the state, it often leads to the so-
cial degradation of the community, because the
resource industry is the primary concern of higher
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governmental levels instead of the social well-be-
ing of the community. Public authorities protect
the resource industries from the negative impacts
of global market dynamics and invest in them and
their infrastructure in order to attract private invest-
ment (Carson & Carson 2011: 374). However,
these investments are controversial from the view-
point of sustainable development in the resource
communities. According to Carson and Carson
(2011: 373), investment in supporting and subsi-
dizing the dominating resource industries could
be used to support economic diversification in al-
ternative industries.

In Russia’s resource communities, the state and
regional authorities invest mainly in order to devel-
op their resource industries. This is particularly true
of investment policies during periods of crisis in the
natural resource sector. The paternalistic attitude of
the public authorities in Russia is often justified by
arguing that the resource industries are strategic in-
dustries, whose existence needs to be secured.
These subsidies are usually the result of ad hoc pol-
icies to solve the immediate negative impacts of a
crisis and are often preferred to investments in alter-
native industries that could secure long-term sus-
tainable economic development (Blakkisrud 2006:
38; Tykkyldinen 2010: 257). These ad hoc policies
seek to maintain the stability of resource industries
without making significant improvements in their
efficiency (Tykkyldinen 2010: 257).

Whilst the role of public authorities as paternal-
istic care-takers of such communities usually
manifests itself indirectly through their invest-
ments in resource firms, it means that the social
development of resource communities is left as a
secondary priority (Suutarinen 2011, 2013).
Therefore, resource firms are partly responsible for
providing social services and they are treated as
paternalistic actors in the resource communities.
In the Soviet period, resource firms in resource
communities had an important role as providers of
several paternalistic services to communities and
several privileges for their workers (Kortelainen &
Nystén-Haarala 2009: 151-152; Prokhorova
2014). The transfer of social responsibilities of the
Soviet system from the enterprises to local admin-
istrations began during perestroika in the late
1980s and accelerated after the collapse of the
Soviet Union in the 1990s (Kortelainen & Nystén-
Haarala 2009: 152; Eilmsteiner-Saxinger 2011).
However, local administrations were financially
unable to respond to their new duties. Therefore,
to maintain social stability in the communities, re-
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source firms are in some sense forced to maintain
such services in resource communities in the ab-
sence of other actors and the incompetence of lo-
cal administrations (Kortelainen & Nystén-Haarala
2009: 151-152; Reisser 2013: 17), but also do so
on their own initiative (Melin 2005; Kortelainen &
Nystén-Haarala 2009: 155). During Putin’s era,
the demands of social commitments from the state
to major enterprises in single-industry communi-
ties have grown in comparison with the 1990s
(Fortescue 2009).

The historical path of resource regions and com-
munities under the control and care of the state
has led to a culture of dependency (Carson & Car-
son 2011: 375), and created local expectations of
public subsidizes and paternalism (E6) from the
state and the resource company. The resource
communities” reliance on resource corporations,
in particular their role in the commercialization of
locally extracted materials, limits the independent
entrepreneurial aspirations of the locals (Carson &
Carson 2011: 375). Residents’ expectations that
the state will, as it has in the past, subsidize the
main industry of their community may also engen-
der similar expectations about state paternalism
for any other industries that may arrive in the re-
gion. In any event, this merely promotes long-es-
tablished views that it is the state, not companies,
that is ultimately responsible for the welfare of
such communities (Carson & Carson 2011: 375).

In Russia, the historical legacy of the state as a
care-taker of resource communities in the Soviet
era forms the basis for the paternalistic expecta-
tions of their residents. Among the residents of
resource communities there is a widespread view
that the resource enterprise and high-level public
authorities should provide key benefits and ser-
vices for the resource community. Moreover, the
self-esteem of the residents of the resource re-
gions and long-distance commuting workers of
the Russian North as the national heroes and
feeders of the nation (Rautio & Round 2008: 113;
Eilmsteiner-Saxinger 2011) creates expectations
of paternalism and subsidies from higher authori-
ties instead of the willingness to move to eco-
nomically more viable places. The existence of
paternalistic expectations on the part of residents
and firms (E6), and the paternalistic attitudes of
public authorities towards resource industries
(E5), are widespread in resource communities
and are obstacles to sustainable local develop-
ment. However, paternalistic expectations are
common not only in resource communities, but
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are common in Russian single-industry towns
and in Russian society as a whole (e.g. Melin
2005; Kortelainen & Nystén-Haarala 2009).

The staple thesis discusses how resource regions
are under the economic and political domination of
higher governmental levels, which dominate plan-
ning and decision making with regard to local issues
and politics (Schmallegger & Carson 2010: 203).
The state prolongs this domination because it relies
on the exports of materials produced by resource
regions and communities (E7). Moreover, also the
dominance of external resource corporations and
their policies in the resource communities restrict
local opportunities to influence local development.
Local firms usually operate at the beginning of the
production chain and their products are processed
in other regions (Carson & Carson 2011: 374).

In the resource peripheries of Soviet Russia, lo-
cal planning and decision making was dominated
by higher governmental levels and state-owned
resource corporations (Rautio 2003: 63; Tynk-
kynen 2005: 3; Petrov 2008: 146). After the decen-
tralization policies of the 1990s, the importance of
the Russian state in the resource peripheries in-
creased in the 2000s as a result of recentralization
policies and the role of the Ministry of Regional
Development in controlling regional development
with centralization policies that resemble Soviet
era regional policies (Blakkisrud & Hgnneland
2006: 13; Tynkkynen 2007: 853). However, the
ability of these new policies to bring socio-eco-
nomic sustainability to the local level is question-
able as the state planning has been insufficient for
solving the socio-economic problems of the Rus-
sian North. After the collapse of the Soviet Union,
the policies of the Russian state towards the com-
munities of the Russian North have been ad hoc
and have been directed at addressing various im-
mediate crises (Blakkisrud 2006: 38; Tykkyldinen
2010: 257). However, the limited role of local-
level planning characterizes not only resource
communities but all of the communities and re-
gions of Russia in their relationship with the centre
(Didyk 2012). The municipal finance system is a
major obstacle to local self-governance develop-
ment in Russia (Barasheva 2011). Tax reforms in
the beginning of the 2000s decreased local fiscal
autonomy (Barasheva 2011). In general, the local
budgets are dependent on the vertical system of
regional and federal authorities and transfers from
regional budgets (Barasheva 2011; Didyk 2012).

The dominant presence of resource firms in re-
source communities promotes resource-led think-
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ing and the interests of the resource firm in local
development (E8) instead of economic diversifica-
tion into other industries. Therefore, the interests of
the main resource extracting industry and those of
other industrial fields often conflict, and this is par-
ticularly the case when it comes to the use of na-
ture (e.g. Tynkkynen 2007). This leads to opposing
priorities between, for example, resource indus-
tries and tourism concerning the use of land in
natural resource communities, and to underesti-
mating the potential of alternative industries (Tynk-
kynen 2007: 863; Kauppila et al. 2009: 427).
Therefore, resource peripheries are contested
spaces (Hayter et al. 2003). Moreover, other activi-
ties, such as agriculture and land use activities of
indigenous people, such as reindeer herding, have
also colliding interests with the resource indus-
tries. Conflicts between interests of different stake-
holders might arise when the extraction of natural
resources appears on territories that are used by
indigenous people on their traditional livelihoods
(Stammler & Peskov 2008). However, there are
cases where the local resource industries have
formed a culture of dialogue between the local in-
digenous people (Stammler & Peskov 2008).

Resource communities have often limited in-
teraction with their surrounding areas. Therefore,
they have a relatively “closed character”. Ac-
cording to Humphreys et al. (2007: 4), the pro-
duction of natural resources can take place for
the most part independently from other econom-
ic processes and industrial sectors and is there-
fore relatively ‘enclaved’. The closed character of
resource communities does not hamper the main
resource industry directly, but creates obstacles
for other industries such as tourism or small- and
medium-sized businesses (SMEs), which would
need the area to be more open. The closed his-
torical path of resource communities has fos-
tered suspicious attitudes towards outsiders,
which hampers, for example, attempts at eco-
nomic diversification into other industries such
as tourism, which would need different forms of
social capital to that required by the mining in-
dustry. Moreover, the closed culture of resource
communities might make it difficult for them to
attract skilled workers, the so-called creative
class, who could be drivers of innovations in
their main industry (e.g. Florida 2005). Never-
theless, even if official restrictions* are removed,
the “closed character” of the local culture and
general attitude of the residents of such commu-
nities will not disappear rapidly.



FENNIA 193:1 (2015)

In Russia’s resource peripheries, the specific in-
terests of the main industry will dominate the fu-
ture development of the community, which in turn
will to some extent weaken the chances of diversi-
fying the economy. Partly this is related to the
“crowding out” of Dutch Disease (e.g. Scherbak
2010: 50), which means that the local resource in-
dustry offers the best source of income for local
people, such as local subcontractors and SMEs.
Therefore, in resource communities the locals
have fewer incentives to work in alternative indus-
tries that generate smaller profits. Moreover, the
interests of the main resource industry also create
obstacles for alternative development by the resist-
ance of entrepreneur aspirations of its workers
(Rautio 2003: 76). Furthermore, resource indus-
tries usually employ the most innovative individu-
als in any given resource community (Ahrend
2008: 6). Therefore, there is lack of innovative de-
velopers who could serve as drivers of economic
diversification in these resource communities.

Case study: Kovdor and the local
resource curse

In this section, the findings of the case study will
be presented. This section analyses how local re-
source curse theory can help the discussion con-
cerning the challenges for the sustainable use of
local economic potential. The section begins with
the introduction of Kovdor as a resource town. This
is followed by the empirical part of the paper,
which is based on an analysis of the survey data.
The survey was conducted by the author in Kovdor
(see Fig. 1) in co-operation with the town-consti-
tuting enterprise KGOK in September 2010. The
used questionnaire detected the views held by the
population on the development perspectives and
viability of Kovdor. Employees of the worker’s un-
ion distributed the questionnaires to the respond-
ents. Hence, the role of the union as a co-opera-
tion partner, and their potential influence on the
responses, has to be taken into account in the
analysis of the results. The worker’s union distrib-
uted 700 questionnaires, of which 356 were re-
turned with a return rate of 51%. Of the survey’s
356 respondents 298 were employed by KGOK
while the others were employed in a variety of
professions in other fields of the town’s economy.
KGOK had 3500 workers during the survey (Suu-
tarinen 2011: 131). Hence, the 298 respondents
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represented 8.5% of the total work force of KGOK.
90% of the male respondents and 75% of the fe-
male respondents worked at KGOK. The age of
respondents ranged between 18 and 69 years
while 53% of the respondents were men.

During the survey in 2010, the number of pop-
ulation in the town of Kovdor was 18,800 (17,600
in 2014) (Moi Gorod 2014). Hence, the 356 re-
spondents represented 1.9% of Kovdor’s total
population. There are no figures available of the
total numbers of economically active population
in the town of Kovdor. However, the whole Kov-
dor district including the rural settlements had
21,700 residents in the beginning of 2010 of
whom 11,000 were employed in 2009 (Kovdor-
skii raion 2011: 14). Hence, the 356 respondents
represented 3.2% of the total employed popula-
tion of the Kovdor district.

The author used quantitative methods by em-
ploying frequencies measurement (SPSS program)
related to the multiple-choice questions of the sur-
vey. Moreover, possible differences in views be-
tween the workers of KGOK and other residents
were investigated by Chi Square test.

Mining industry in Kovdor

Kovdor is a single-industry resource town, which is
dependent on its mining activities. The rapid re-
structuring of the 1990s after the collapse of the
Soviet Union saw the end of forestry and other in-
dustries in the Kovdor district (Suutarinen 2013).
Moreover, in the Kovdor district there are no con-
flicting interests between the land use of resource
industries and indigenous people because the
small local Sami population has not practiced in-
tensive reindeer herding since the beginning of
mining history of the Kovdor district. According to
the former head of Kovdor district, L. Dombrovs-
kii, the town was originally created to be a re-
source producer (Suutarinen 2013: 339). There is
little chance of other industries establishing them-
selves in the town because of its remoteness.
Hence, the historical development path of Kovdor
as a resource community together with the liqui-
dation of its alternative industries in the free mar-
ket period of the 1990s support “resource fatal-
ism” where resource path is viewed as the only
reliable development direction of the community
(E3). Moreover, the Kovdor district is rich in vari-
ous kinds of minerals (Tsukerman 2012) and this
abundance of resources is probably another factor
in the community’s resource fatalism.
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The town-constituting enterprise KGOK, which is
owned by its parent company Eurochem, produces
iron ore, apatite and baddeleyite concentrates. Situ-
ated at the beginning of Eurochem’s production
chain, KGOK is a crucial producer of apatite con-
centrate for the parent company, which is Russia’s
largest mineral fertilizer producer (Pilipenko & Sa-
puntsova 2007: 19-20). KGOK was a state-owned
enterprise during the Soviet era. This was followed
by a period of independence in the 1990s before
Eurochem took possession of KGOK in 2001-2002
(Suutarinen 2013). During the first decade of the
2000s, the number of workers in KGOK fell as a
result of economic restructuring and an increase in
the company’s efficiency. KGOK employed around
3,800 workers in 2012 (MinEc 2012). In 2009, the
company employed 36% of the economically ac-
tive population of the town (Kovdorskii raion 2011:
15). Moreover, KGOK is also an important provider
of social services in the community (Khibiny.com
2012). The economic crisis of 2008-2009 led to a
small fall in the number of KGOK'’s workers, but
since then the number of workers has almost re-
turned to pre-crisis levels (MinEc 2012). Eurochem
even carried out some investment projects during
this period of economic stagnation in Russia (Khib-
iny.com 2010). As a town Kovdor is directly de-
pendent on the financial condition of the main en-
terprise KGOK (Kovdorskii raion 2011: 46). More
than 70% of the budget of Kovdor’s district consist-
ed of tax payments from KGOK and the local budg-
et is totally 90% dependent on the revenues of
KGOK (Kovdorskii raion 2011: 24, 46).

Kovdorslyuda, the second mining firm in Kov-
dor, experienced serious problems after the col-
lapse of the Soviet Union. It produces vermiculite,
phlogopite and pegmatite. After the emergence of
the market economy, Kovdorslyuda’s problems in-
tensified with high production costs, obsolete
equipment and technology, reduced volumes of
production and extremely high prices for energy,
all of which made the company unprofitable (Mak-
sheeva 2010; Yusupova 2013; 51rus.org 2014).
Several of the problems concerning the lack of
profitability of Kovdorslyuda are too deep to be
solved with investment. In comparison with KGOK
the lack of a prosperous owner as parent company
has also prevented Kovdorslyuda from overcoming
its problems. Kovdorslyuda experienced its third
post-Soviet-era bankruptcy in 2014 (Bystrova 2013;
51rus.org 2014). However, organizational restruc-
turings after these bankruptcies have allowed it to
maintain part of its production (51rus.org 2014).
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The regional administration of the Murmansk re-
gion has supported Kovdorslyuda despite of its un-
profitability (Andreev 2009; Larichkin 2012). More-
over, the CIP document that was created by push
from the state authorities targeted invest to Kov-
dorslyuda in spite of its unprofitable development
(Kovdorskii raion 2011). Moreover, Kovdorslyuda
was included among the priority investment pro-
jects of the Murmansk region in the strategy of so-
cio-economic development of the North-West Fed-
eral district (Strategicheskoe partnerstvo «Severo-
Zapad» 2012). This serves as an example of devel-
opment policies, which tried to improve unprofita-
ble resource industries instead of investments in
industries with better long-term prospects (E5).

The fact that decision making (E7) concerning
the community and its resources is made by the
state and external resource corporations, is another
complication for other potential industries in Kov-
dor. The closed history of Kovdor (Suutarinen 2013)
has not been harmful for the mining industry but is
harmful for potential alternative industries, such as
tourism. The border zone restrictions, which have
historically created a semi-closed development
path for Kovdor with restricted economic and eve-
ry-day interaction with neighbouring towns (Suu-
tarinen 2013: 331-332), have hampered alterna-
tive development paths. However, the community
has not actively sought to have these restrictions
lifted, firstly because these restrictions have not
been harmful for the main resource industry and
secondly because the locals have not been made
aware of alternative opportunities (Suutarinen
2013). However, in terms of path-dependency (E3),
the closed character of the community strengthens
its sense of “resource fatalism” and its self-image as
a resource producer instead of fostering a sense of
being a more open community, which would be
needed for the creation of alternative development
paths for the community.

KGOK receives state subsidies for its investment
projects, which promoted the economic moderni-
zation of the company. KGOK received money
from both the federal and regional government to
modernize its facilities and for the construction of
new production units in 2013 (B-Port.Com 2013).
KGOK has also been named as a strategic enter-
prise due to its production of baddeleyite, which is
used in Russia’s strategic industries (Kvitko & Telen’
2001). Moreover, KGOK has invested in the inter-
nal diversification of its production recently (Lar-
ichkin 2012). Therefore, resource abundance (E2),
which is typically represented in a one-sided utili-
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1. KGOK'’s future economic prospects

satisfy me (*GOK, E1, E8) (n=286).

2. The natural resources of the Russian North are used
intensively enough (E2, E3) (n=342).

3. The Russian state should target to support
economic diversification (E3) (n=344).

4. The Russian state must subsidize mining industry
during periods of financial crisis (E5, E6) (n=340).

5. The local administration has enough power to
implement its own programmes (E7) (n=340).

6. The local economy would benefit from more independent
local and regional decision making (E3, E6, E7) (n=340).

7. The Russian state should have a significant ownership
stake in KGOK — Eurochem (E6, E7) (n=328).

8. The mining industry, of which | am an employee is
strategically important for Russia (*GOK, E3, E6) (n=282).

9. The employees of the Russian North play the most
important role in the Russian economy (E3, E6) (n=348).

10. The resources of the Russian North are important
for the Russian economy (E3, E6) (n=352).

11. There is enough freedom in Kovdor to open a

small business (E3, E7, E8) (n=338).

12. The LDC method is better for resource extraction in the
Russian North than single-industry towns (E3) (n=344).

13. Pollution of the environment is a serious
threath to Kovdor (E4) (n=348).

*GOK = Question answered only by workers of GOK
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Fig. 3. Opinions of the respondents of the Kovdor survey about resource-based development in Kovdor, the Murmansk re-
gion and the Russian North (the relevance of the statements with the elements of the local resource curse indicated in

brackets E1-E8).

zation of the local resource potential, does not
characterize KGOK. The internal diversification of
KGOK's ore production earlier in the Soviet era es-
tablished a diversified development path within the
company (Nash Gradostroitel’'nyi kombinat 2014).

Kovdor and the local resource curse according
to the findings of the survey

The survey seeks to establish how the residents of
Kovdor view the town’s resource-based develop-
ment and its future socio-economic sustainability.
This chapter attempts to establish whether the sur-
vey results support the paper’s hypothesis that the
“resource curse” can help to identify the local-
level obstacles to sustainable socio-economic de-
velopment. The survey’s results will provide further

evidence of the promotion of resource-led devel-
opment in the case study community’s general
way of thinking, which in turn creates obstacles for
the overall socio-economic development of the
community. The empirical study analyses the opin-
ions of Kovdor’s respondents, as expressed in their
answers to the questionnaire, in so far as they re-
late to statements (Fig. 3) which directly or indi-
rectly discuss the elements of the local resource
curse theory. Several statements discuss various
elements of the theory.

The author hypothesizes that the resource-led
thinking of the community is reflected in: (1) an
over-emphasis of the role of the natural resources in
the development of Kovdor, the region and Russia
as a whole, which reflects path-dependent thinking
(E3); (2) a rejection of the alternative paths of devel-
opment (E7); (3) expectations of paternalism (E6);
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and (4) resource abundance (E2), which leads to
economic under-performance when compared to
the full economic potential of the community.

The first statement showed how the volatility of
prices in the resource-industry (E1) causes uncer-
tainty about the future of the firm. Moreover, the
statement also reflects the closed culture (E8) that
prevails in the firm where news related to its eco-
nomic future and new investment projects fails to
be conveyed to the workers. This was also pointed
out by Dombrovskii (2011), who argued that the in-
formation policy of the company towards its work-
ers needed to improve, because the administration’s
optimistic expectations about the company’s future
are not relayed to the workers, who therefore are
left instead in uncertainty about the future.

The second statement shows that a minority
(25%) of the survey’s respondents agree that the
intensity of the use of resources of the Russian
North is satisfactory. This statement measured the
residents’ views concerning resource extraction.
From the point of view of the “paradox of plenty”
(E2), this finding shows that the efficiency and in-
tensity of the resource utilization could be im-
proved. However, on the other hand, this shows
that resource-based development in the Russian
North is supported by the residents (37%). This in
turn reflects path-dependent thinking (E3), as re-
source extraction is viewed as the basis for the de-
velopment of the Russian North.

The third statement reveals the existence of
strong expectations about the role of the state in
fostering the diversification of Russia’s economy.
However, the fourth statement shows strong sup-
port for the idea that the Russian government
should protect the mining industry in the form of
subsidies during periods of financial crisis. There-
fore, the survey’s results reveal both a paternalistic
demand (E6) for the continuation of support for the
dominant resource industry (E5), which is logical
from the point of view of a resource community,
and support for a state-led approach concerning
economic diversification in Russia. Hence, these
views reflect the path-dependency of paternalistic
expectations (E3, E6). However, the author has
shown in a previous study (Suutarinen 2013) that
the residents have little faith in the role that other
industries might play in the economic future of the
community. Despite this lack of belief in the pros-
pects of economic diversification amongst Kov-
dor’s residents, the mono-dependency of the town
and the previous economic crisis have probably
led to the recognition that alternative industries
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should be supported in Russia as a whole. Moreo-
ver, as the survey’s respondents in general agree
about the need for state support in diversifying the
economy in Russia, the “resource fatalism” that
prevails in the community does not influence the
residents” general attitudes towards economic di-
versification in Russia as a whole.

The fifth statement reveals lack of belief in the
ability of the local administration to promote local
development with its own programmes. The state-
ment tests whether the position of the local admin-
istration is strong enough to operate independently
in relation to higher levels of governance (state
and regional authorities) and the resource firm
(E7). Only 23% of the respondents believe that the
town’s administration is sufficiently independent.
Almost half of the respondents (47%) agree that
the local administration occupies an inferior posi-
tion in relation to these other actors, which is typi-
cal in resource communities (E7). Moreover, the
limited independency of the local budget is also
explained by the budgetary dependency of Kov-
dor’s administration of revenues from KGOK.

The sixth statement shows that only one third of
the survey’s respondents agreed that a greater de-
gree of independence would be good for the local
economy. Hence, there is general satisfaction
amongst the community that it is under the control
of higher organs when it comes to decision mak-
ing (E7). This forms the basis for the path-depend-
ency of paternalistic expectations (E3, E6) in the
community, as the development of the community
is guided by higher levels of decision making.
These answers demonstrate that the residents of
the community might not be aware of the potential
positive consequences of increased local-level de-
cision making. This might in turn be because of the
lack of local planning hitherto (E7) and the path-
dependency of the community as the subject of
higher decision-making actors, such as state pater-
nalism and the dominance of politics of external
resource firms in the community. Moreover, the
residents’ limited belief that improvements could
follow if there was greater local independence re-
flects the trust of the community in the Russian
state and external corporations as the guarantors
of satisfactory development in the town.

The seventh statement shows that majority of the
survey’s respondents agreed that the Russian state
should have a significant ownership stake in
KGOK-Eurochem. This shows that there are wide-
spread expectations that the state should be a stable
and paternalistic owner of the town-constituting
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enterprise and a guarantor of stable, resource-led
development in Kovdor (E6). Moreover, the result
shows a belief that external decision making relat-
ed to the use of local resources would be positive
for the community (E7). Therefore, resource extrac-
tion by a state-led corporation would be a satisfying
option for the residents of the community.

The eighth statement shows that there is a strong
belief that the field of industry in which KGOK is
engaged is strategically important for Russia. This
strategic self-identity can be used as an argument
in support of paternalism from the state (E6), if the
volatilities in world-market prices cause problems
for the economic security of the company and its
workers. Moreover, the ninth statement shows that
the employees of the Russian North think they play
the most important role in the economy of the
country. Therefore, the survey’s respondents can
justify the necessity for paternalism (E6), given their
self-image, as workers of the North, about their im-
portant contribution to the economy of Russia.

The tenth statement shows that there is almost a
consensus amongst the survey’s respondents about
the importance of the North’s resources for the
Russian economy. Therefore, the residents in the
community have a base for their paternalistic de-
mands from the state towards the community (E6)
on their experienced role as servants of the state as
important contributors to the economic perfor-
mance and security of their country and scions of
the northern heroism (Rautio & Round 2008: 113).
Moreover, the statement also reveals path-depend-
ent thinking (E3), where these resources are seen
as crucial for the Russian economy. Given that the
locals argue that these resources are, indeed, the
basis of the Russian economy, it naturally follows
that they also see themselves as having particular
significance for the Russian state as resource pro-
ducers. This view, which reflects the resource path
of the community, is also an obstacle to the locals
to seek economic diversification to industries,
where exists a smaller sense of significance. There-
fore, this attitude can be an obstacle for to the di-
versification of the economy, if alternative occupa-
tions are regarded as less significant, or as having
less status, for the country.

The eleventh statement shows that 42% of the
survey’s respondents expressed the opinion that
there was insufficient freedom for people to open
alternative small businesses in Kovdor. This opin-
ion could reflect the dominant position of the
main town-constituting enterprise in the commu-
nity (E8) and have a negative impact on the work-
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ers’ aspirations when it comes to economic diver-
sification (e.g. Rautio 2003: 76). However, it could
also reflect path-dependent thinking (E3) and the
idea of “crowding out”, which cause inability to
see possibilities for alternative businesses by al-
most half of the survey respondents.

The twelfth statement shows small support for
long-distance commuting (LDC) in resource extrac-
tion in the Russian North. The majority of the sur-
vey’s respondents support the model of a single-in-
dustry town for resource extraction, instead of the
LDC method, the popularity of which has grown in
remote resource locations of Russia in recent dec-
ades, especially in the oil and gas industries of
Western Siberia (e.g. Spies 2009; Eilmsteiner-Sax-
inger 2011). This finding reveals path-dependent
thinking in attitudes towards the best method of
natural resource extraction in the Russian North.
However, LDC in the mining of the Murmansk re-
gion is uncommon. Therefore, these attitudes are
probably mostly influenced by the regional experi-
ence of resource extraction. Generally, because of
support for permanent settlements, this finding
shows that there is a need for local diversification in
the resource communities of the Russian North in
order to promote sustainable local development in
permanent communities.

The thirteenth statement shows that the survey’s
respondents agree that pollution is a serious threat
for Kovdor (E4). Therefore, the residents agree that
the community is suffering from environmental
degradation, which is predominantly caused by the
resource industries of the community. Therefore,
the resource extraction industry of the community
has not blinded the residents to the environmental
consequences and threats presented by the re-
source industry, nor has it prevented them from
criticizing it. Admitting the environmental threat
posed by industry is a necessary but insufficient
step in any future campaign to promote the sustain-
able economic development of the community.

The author made comparisons between workers
of KGOK and other residents of Kovdor related to
statements 2-7 and 9-13 with an aim to solve
whether there are differences in views between
the workers of KGOK and other residents. The only
differences were in the seventh question, where
among the workers of KGOK the idea of the state
ownership of KGOK was more popular than
among the other residents of the town (Chi Square
= 0.014, almost significant result). Therefore, the
paternalistic expectations towards the Russian
state are more widely represented among the



112 Tuomas Suutarinen

workers of KGOK because of their general expec-
tation that the state would guarantee the develop-
ment of their mining company.

Discussion

The paper showed that local-level obstacles to sus-
tainable socio-economic development in this case
study’s resource community can be approached by
the local resource curse theory. This was seen for
example in the views representing “resource fatal-
ism” (E3) that leads to pessimistic expectations in
the community. These pessimistic expectations,
caused by the volatility of resource prices, are a hin-
drance to initiatives at economic diversification,
because of the lack of belief in the stable future
well-being of the community. The current approach
to development, which is based on resource extrac-
tion by external actors, creates paternalistic expec-
tations among the residents and fails to support the
long-term sustainability of the community. Hence,
economic diversification needs either a change in
the general attitude of the community’s residents or
paternalistic support from higher governmental lev-
els, as the community itself is incapable of promot-
ing economic diversification because of the lack of
belief in the community’s prospects. This shows that
the path-dependency of paternalistic expectations
in the community is likely to continue, instead of
self-sustainable development. Therefore, it should
be asked whether the residents of the resource com-
munity should approach their place of residence as
a temporary space subsidized by the public author-
ities because the current attitudes do not promote
long-term sustainability, in which an active role
would be played by the locals.

Several issues which are described as common
elements of the resource curse and of the staple
thesis in resource communities are also common
in Russian society in general and in other indus-
trial communities in Russia. Therefore, it is difficult
to say how resource-derived they are. Moreover,
while the resource path is typical for resource
communities, the dependency of the local devel-
opment path, which defines local development,
also characterizes other communities. Hence, be-
cause of the lack of comparative data from a non-
resource community, the survey can only estimate
to a limited extent whether the elements are purely
resource-derived. More studies and a comparative
case study would be needed to discuss whether
there are also resource-derived factors behind the
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elements, which the theory does not classify as
resource-derived, but which, according to previ-
ous studies, commonly characterize resource-pro-
ducing regions. Nevertheless, the presence of
these issues, which the theory classifies as not
purely resource-derived, creates obstacles for sus-
tainable local socio-economic development in re-
source-based communities.

Mainstream resource-curse studies approach
resource-based development in terms of the eco-
nomic impacts of the resource curse. However,
this study inspires the author to argue that more
attention should be paid to the structural and atti-
tudinal consequences of resource-based develop-
ment, which could enhance our understanding
about the negative consequences of resource-
based development for sustainable local socio-
economic development. This study should be fol-
lowed by new studies which would see resource-
based development as an obstacle to sustainable
socio-economic local development in resource-
based communities, which could also improve our
knowledge of the influence of resource extracting
industries on elements that the study classifies as
not purely resource-derived.

Conclusions

This paper sought to explain how the challenges
faced by the sustainable use of local economic po-
tential can be approached with local resource
curse theory. The conclusions of the study discuss
how the empirical data supports or fails to support
the idea that different elements are obstacles to the
sustainable use of the local economic potential
and challenges for sustainable socio-economic
development in the case study town of Kovdor. The
conclusions discuss both the resource-derived ele-
ments and other elements.

Local resource curse: resource-derived
elements

The volatility of natural resource prices (E1) im-
pacts on Kovdor by creating a sense of general pes-
simism within the community. This in turn is an
obstacle to the economic diversification efforts of
the residents, who would have the main responsi-
bility in any efforts at promoting small-scale eco-
nomic diversification. Moreover, other obstacles
come in the form of “resource fatalism” and pater-
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nalistic expectations in the community. In turn, the
impact of resource abundance (E2) is difficult to
analyse in the case-study community as the role of
the community in the decision making related to
local resources has been limited. However, the
Russian state and Eurochem have supported the
versatile use of the resource potential of Kovdor.
Therefore, the local development path has sought
to utilize the mineral versatility of the Kovdor dis-
trict. Hence, there are limited negative conse-
quences of resource abundance.

The path-dependency (E3) that supports re-
source-led thinking is evident in various issues,
such as the views of the community as a resource
producer, where alternative development is un-
thinkable. The path-dependency has fostered “re-
source fatalism” and “paternalistic expectations”
in the community. Path-dependency is clearly an
obstacle to sustainable local economic develop-
ment because it forms an attitudinal barrier to con-
sidering alternative development paths in the com-
munity. However, the high commitment to path
dependency by the survey respondents of the
community may also result from the fear of dra-
matic changes. In the 2000s the years of stability
during the resource-based development brought
positive annual development. Hence, any dramat-
ic changes might awake memories of the instabili-
ties of the restructuring of the political and eco-
nomic system during perestroika and in the 1990s.

Environmental degradation (E4), experienced by
the residents, is evident in Kovdor. However, be-
cause of the absence of alternative industries, such
as tourism, the environmental degradation causes
limited harm to the local economic development.
Hence, the negative impacts of environmental
degradation are limited to its affect upon the qual-
ity of life in the community. Moreover, potential
areas for the development of nature tourism in the
Kovdor district are outside the environmental im-
pact zone of the mining industries. Nevertheless,
the environmental threat should be removed, giv-
en its consequences to the sustainable social de-
velopment of the community.

Local resource curse: other elements

The paternalistic attitude of the federal and region-
al authorities towards the resource industries of
Kovdor is evident (E5). Although Kovdorslyuda has
been supported by the public authorities, it has
had little if any positive consequences to Kov-
dorslyuda’s economic sustainability. However, be-
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cause of the lack of an alternative to this public
subsidizing of the community, the negative influ-
ence on the sustainable use of local resources is
limited. The support of the resource industry is
positive from the point of view of the community’s
short-term development as a resource community.
However, from the point of view of the economic
efficiency of the region and the country, where
subsidies could be given to alternative industries
instead of the resource in-dustries, the sustainabil-
ity of these subsidies is questionable and prolongs
Russia’s resource-based development instead of
fostering economic diversification. Moreover,
there is a clear evidence of paternalistic expecta-
tions among the residents of Kovdor (E6). These
paternalistic expectations largely prevent the resi-
dents from thinking about alternative industries in
the local economy, as paternalism is expected
both from the public authorities and from the re-
source firm. KGOK’s workers have self-image of
their strategic importance, which is another basis
for their paternalistic expectations. These expecta-
tions of paternalism from the state are particularly
evident during periods when the mining industry
is experiencing an economic crisis. As these pater-
nalistic expectations are deeply rooted in the com-
munity, it is likely that they will also manifest
themselves in any alternative industries that may
emerge if, for example, the public authorities pro-
vide start-up money for the diversification of the
local economy. These paternalistic expectations
do not encourage the long-term sustainability of
the community, as the locals look to external ac-
tors for subsidies.

The limited nature of local opportunities to in-
fluence local development and the ex-traction of
natural resources is evident (E7). Development is
dependent on decision making by higher govern-
ance levels and the resource firm. Therefore, local
decision making has a limited role in supporting
potential local initiatives concerning economic di-
versification. However, if centrally-led policies
satisfy the locals, then one must assume that they
don’t regard the lack of local decision making as a
problem. Hence, the locals are backing the state’s
control of local resources by supporting the idea of
greater role of the state in the ownership of KGOK.
Moreover, a comparison between KGOK and Kov-
dorslyuda shows that Eurochem’s ownership of
KGOK, the local mining enterprise, has had posi-
tive consequences in contrast to the lack of a pow-
erful vertical production chain behind Kovdorslyu-
da. Therefore, according to results and evidence, it
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is questionable whether more independent deci-
sion making in relation to local resources would
promote local socio-economic development.
Hence, changes in the development path of the
local mining industry, which has been controlled
by external actors from the very beginning, might
lead to highly undesirable consequences, such as
losing a stable external investor who guarantees
stable local development. Nevertheless, the local
dominance of the main firm (E8) does not have a
similar negative impact for alternative industries as
it would in some other communities with clearly
conflicting interests between mining and alterna-
tive industries, such as tourism. However, the view
of the respondents that there was lack of freedom
in Kovdor when it came to starting up alternative
economic activities might reflect “crowding out”.

NOTES

' According to new classifications a total of 24 subjects
of the Russian Federation form the territory of The Rus-
sian North. The Russian North is divided into the Far
North and territories equivalent to the Far North. A to-
tal of 15 subjects of the Russian Federation belong to-
tally or partly to the Far North category. The following
subjects belong to the Far North entirely: Murmansk
region, Magadan region, Kamchatka region, Republic
of Sakha, Yamal-Nenets AO, Nenets AO and Chukotka
AQO. The following regions partly belong to Far North
of Russia: Arkhangelsk region, Sakhalin region, Irkutsk
region, Republic of Karelia, Komi Republic, Tuva Re-
public, Krasnoyarsk krai and Khabarovsk krai. The ter-
ritories equivalent to the Far North consist of regions
with severe climate conditions, but not as severe as in
the Far North (Zakonprost 2014).

2 Staples are basic commodities, such as raw materials,
which form the basis of a regional or local economic
culture. The so-called “staple regions” are based on
the export of their staple products with low added
value to these staples (Innis 1933).

3 In this paper, the concept of path dependency
means a local development path based on resource
extraction.

4 See more about official restrictions, such as restricted
permission for outsiders, in Suutarinen (2013).
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