














APPENDIX C. KEY COUNTY INDICATORS

Agriculture??
Farm and Ranch Income

Despite being the dominant visible land uses in the region, farming and ranching contribute
little to the regional economy, in terms of percent of total personal income. In 2005 income
from agriculture was less than 1.0 percent for the region as a whole. At most, for Sierra County,
agricultural income was 2.2 percent of total, on average since 1990. In Catron and Grant coun-
ties, net farm and ranch income has been negative since 1995.”

Figure C16. Net Farm and Ranch Income: 1980-2005
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The two counties that have seen the worst declines in net farm and ranch income also have the
highest proportion of gross agricultural income from livestock (i.e., ranching): Catron (91%) and
Grant (85%). The two counties with positive income in agriculture are less reliant on livestock:
Greenlee (38%) and Sierra (72%, although largely dairy farming).
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Average
County __|Income in millions (2005%) 1980 1985 1990 1995 2000 2005]1990-2005)
Total personal income $232.36 | $155.35[ $ 161.88 | $ 198.46 | $ 195.81 189.866
Greenlee Farm and ranch income $ 295]% 273|% 388|3% (058)[3% 459[3% (0.60)
Percent of total 1.3% 1.8% 2.4% -0.3% 2.3% -0.3%] 1.3%
Total personal income $ 476119% 4396(3% 4634($ 5085|$% 58.10 63.144
Catron Farm and ranch income $ 967138 190]|% 155]|% (287)|3$ (445]3% (3.16)
Percent of total 20.3% 4.3% 3.3% -5.7% -7.7% -5.0% <0
Total personal income $513.44 [ $ 506.34 | $ 518.64 | $ 626.79 [ $ 655.85| 680.518
Grant Farm and ranch income $ 175]9% (019)]$ 06113 (2813 (3.74)]3$ (4.34)
Percent of total 0.3% 0.0% 0.1% -0.4% -0.6% -0.6% <0
Total personal income $142.36 | $ 173.36 [ $ 186.91 | $ 224.52 | § 257.94 | 265.586
Sierra Farm and ranch income $ (440)]$ 149]1% 501]|$% 156]|% 620]% 4.19
Percent of total -3.1% 0.9% 2.7% 0.7% 2.4% 1.6%| 2.2%

A recent analysis of the Apache-Sitgreaves National Forest similarly finds agriculture is relatively
small in the region. Forest Service analysts estimated the contribution of grazing on the forest,
expressed in terms of percent of labor income in 2003 (not counting non-labor sources, the larg-
est source of income in two of the three counties). In Catron County, grazing on the Apache
Sitgreaves National Forest was estimated to contribute 3.05 percent of total labor income. Graz-
ing on the forest was also estimated to contribute 0.3 percent of labor income in Grant County,
and 0.2 percent of total in Greenlee County. Sierra County was not analyzed.*

Farm Indebtedness
Figure C17. Average Farm Interest Payments
The federal Census of Agri-

. . C . $25,000
culture maintains statistics
on farm operating expenses. 620,000 |
The category of interest
payments—a proxy for farm $15,000 |

indebtedness—helps to

National average

evaluate how groups of farm- $10.000 1 12520
ers are faring relative to their
peers in the nation. Accord- $5,000 |
ing to the 2002 Census of
Agriculture, the average farm $0
Catron Grant Sierra Greenlee

in the United States paid
$12,620 in interest as part of
its operating expenses (average operating expenses per farm: $81,362). In the Gila region, the

average per farm interest payment, $16,380, is higher than the national average. Catron and
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Sierra counties stand out as having significantly above-average-per-farm interest payments, both
relative to the region and the nation. Grant County tracks closest to the national average, while
Greenlee County has significantly lower per farm interest burdens. Their higher debt loads sug-
gest that farmers and ranchers in Catron and Sierra counties are facing particularly hard times.?

Grazing Leases on Public Lands

The most recent year for which the census kept figures on grazing permits was 1997. At that
time, the importance of Forest Service grazing permits to farm operators was highest in Green-
lee and Catron counties where roughly three in ten farms hold forest grazing permits, and was
least significant (proportionally) in Grant and Sierra counties where fewer than one in ten farms
held permits. Forest Service and BLM permits were equally important in each county, with the
exception of Sierra County, where BLM and “Other” (typically state lands) grazing permits were
more numerous than Forest Service allotments. This distribution reflects a typical permitting
arrangement throughout the arid Southwest in which BLM lands serve as winter pasture and For-
est Service as summer, with the permittee having very little privately-owned pasture on the base

ranch.?
Source of Permit

County Totall Farms with USFS Taylor Tribal Other

Census Grazing (BLM) Lands| (State)

Farms Permits
Catron County, NM 206 127 65 64 2 23
Grant County, NM 272 83 20 19|- 13
Greenlee County, AZ 124 114 43 63|- 44
Sierra County, NM 223 89 18 73 2 31
Demographics Average
Farmers and ranchers in the Gila region Tenure on
are not unlike farmers nationally in the Present
sense that they are an aging population IR O IR
Greenlee County, AZ 571 18.3

and many work off the farm to make ends  [S5on County, NM 50.6 198
meet. According to 2002 census figures, Grant County, NM 58.4 20.9
regionally, about 60 percent of farms Sierra County, NM 54.5 15.9
reported farming as the operator’s primary ~ |Regional Average 57.4 18.7
occupation. This is close to the national National Average 55.3 20.7

average of 58 percent. Farmers in the four-

county region, with an average age of 57.4, are somewhat older than the national average, and
on average have been on their farms slightly fewer years than their national peers. Sierra County
reveals a distinct age and tenure profile relative to the rest of the region, suggesting that more
young farmers are filling the ranks in this county than in the other three; this may be linked to
the prevalence of dairy farming there.?’
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Fiscal Health

A county’s fiscal health affects its ability provide high quality essential infrastructure and servic-
es, and invest in “nonessential” services, including arts, recreation, and economic development,
all of which can add to long-term economic competitiveness.

Methods

We use local financial data for the four counties in the Gila Region from the 2002 and 2005
Census of Governments and from the New Mexico and Arizona departments of revenue and
taxation to calculate a set of ratios of fiscal condition. Ratios are commonly used to assess fiscal
condition because they allow for comparison between counties with different populations, bud-
gets and service obligations. A ratio can involve comparing the size of expenditures to the size of
the population, or the relative importance of one category of revenue or expense to total bud-
gets. Taken together, the six ratios we calculated provide a snapshot of fiscal condition in three
primary areas—revenues, expenditures and debt structure. For an example of this type of analysis
elsewhere, see Brown’s Ten—Point Test of Fiscal Condition.?®

The counties in the Gila Region could then be ranked among their peers in each state for each
of the six ratios. The rankings, in the context of the local and regional economy, highlight areas
of fiscal strength and point to issues that may raise concerns.

Figures C18 and C19 on page C25 show the revenues and expenditures of the four counties.
Please note that the total revenues and expenditures are different for each county: For purposes
of comparison, the categories of collection and outlay are shown as percentages of total. Original
data regarding property tax collections and ratios of fiscal condition are reported in the tables on
pages C26 and C27.

Greenlee County, AZ

Greenlee County had the highest ratio of total revenues to population of all Arizona counties in
both 2002 and 2005. Transfers from the state and federal government made up the largest single
source of revenue in both years in Greenlee County, ranking the county eighth in the ratio of
state and federal transfers to total revenue (out of 11 counties reporting in Arizona in 2005). The
largest source of local (own source) revenue is reported as interest earnings, followed by property
and sales taxes. Sales tax revenue exceeded property tax collections in 2002, and that relation-
ships flipped in 2005. Greenlee County’s property tax base is mostly dependent on copper mining
(85% of assessed value in 2007), and tax revenues rise and fall with copper prices and produc-
tion (see table, p. C26). Greenlee County’s challenge will be to capture fair value of one-time
mineral wealth, and invest the proceeds in such a way that reduces the county’s exposure to the
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volatility of a single funding source and helps the county diversify its economy in the long-term.

Another concern is that Greenlee County carried the highest ratio of long-term debt to popu-
lation of any county in the state. Fully one-third of all spending goes to debt service annually
(payment required over a given period of time to retire interest and principal on long-term debt),
and this has not changed significantly between 2002 and 2005. Given the relative dependence
on mining for both jobs, income and property taxes, such a high debt load may carry a high risk
if the mine slows production and revenues drop.

Catron County, NM

Catron County’s revenue base is strong, ranking seventh of 31 New Mexico counties in ratio of
total revenues to population in 2002 and fifth in 2005.” However, more than two-thirds of these
revenues come from the state and federal government, and that percentage grew from 66 to 70
between 2002 and 2005. Catron ranks as the most dependent on intergovernmental transfers (ra-
tio of state and federal transfers to total revenues) among New Mexico counties, meaning Catron
County is highly exposed to changes in state and federal spending and policies. For example,
Catron County received $281,000 in Secure Rural Schools payments in 2002 and $326,000 in
2005, constituting over eight percent of the county’s budget.”® These payments have not been
reauthorized for 2008 at the time of writing, signaling the uncertainty of federal transfers to
counties.’!

Property taxes are the most important “own source revenue” in Catron County (own source
revenues are monies generated within the county as opposed to grants and payments from other
governments). Of the four counties in the Gila Region, Catron County’s property tax base is
the least dependent on residential property taxes (37% of total in 2007 compared to an average
of 56% for the state) and the county has seen rapid growth in commercial property taxes (63%
between 2003 and 2007).*> Commercial and industrial property taxes are generally considered
“good rateables” because they tend to have a positive fiscal balance (commercial and industrial
properties contribute more revenue to local governments than they demand in services). Resi-
dential property on average tends not to pay its way, requiring more money to provide services
than it generates in property taxes (although there are ways to develop land for residential
purposes that can yield a positive tax return).” Unfortunately, because New Mexico only reports
a single category for non-residential property, it is impossible to know what kinds of commercial,
agricultural and industrial businesses make up the growth.*

On the expenditure side, Catron County appears to be managing its finances well, spending less
in 2002 than it took in (the county’s ratio of total revenues to total expenditures in 2002 is 103.9
percent, ranking 15" in the state) and carrying no long-term debt. In the same year, the county
spent all its funds on operating expenses, and no money was allocated to capital improvements
(including building, road, and equipment purchase and maintenance). The literature on fiscal
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health suggests this should raise red flags for the fiscal analyst as it may indicate the county is not
maintaining infrastructure adequately.” By 2005, however, these ratios had changed: the county
spent slightly more than it took in (ranking 17% in the state in the ratio of total revenues to total
expenditures), and nearly 18 percent of all revenue went to capital facilities. Over the long-term
then, the ratios do not seem to signal anything more than the normal ups and downs of capital
facilities planning and maintenance—while regular maintenance is good policy, larger construc-
tion and maintenance expenses can be infrequent and not entirely predictable. In 2005, Catron
County still had no outstanding long-term debt.

Grant County, NM

Grant County collects among the highest levels of total per capita revenue (ratio of total rev-
enue to population) in New Mexico ($1,415 in 2002 dollars and $2,043 in 2005) and is the least
dependent on intergovernmental transfers of the four Gila Region counties, with only 18 percent
of total revenue coming from state transfers in 2002 (falling to 9% in 2005).%° But the strong
revenue base may be misleading—more than 60 percent of county revenue came in the form of
local hospital user charges (charges for services are fees paid for the use of a specific service). If
these charges are removed from the overall revenue picture, Grant County’s revenue capacity
looks less robust. The ratio of total revenues to population falls from third compared to the New
Mexico counties reporting to fifteenth ($520 in 2002 dollars) and the ratio of state and federal
transfers to total revenue rises to 40 percent. These ratios are not as desirable, but they are aver-
age for the state.

Property taxes are the second largest source of local revenue after hospital charges. Residential
property taxes make up the largest proportion of the tax base (52% in 2007, compared to 22%
from copper mining). The taxable value of the minerals sector is highly volatile, dropping more
than 50 percent between 2000 and 2003, then rising 82 percent between 2003 and 2007. As a
result, Grant County should be wary of placing too much stake in short-term increases in mineral
revenues. If minerals decline in the long-run, the County may be at risk from relying too much
on residential property taxes if population growth continues and the job base does not grow with
1t.

In 2002 and 2005, Grant County took in more revenue than it spent (the ratio of total revenues
to total expenditures was 102% in 2005). The ratio of debt service to total revenues was 4 per-
cent of spending in 2002, ranking the county near the bottom in the state in terms of liability,
and by 2005 Grant County had paid off its long-term debt.

Sierra County, NM

2005 Census of Governments data was not available for Sierra County. The snapshot of 2002
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shows the county has a relatively weak revenue base, ranking 23 in the state in ratio of total
revenue to population. However, the ratios taken in sum do not indicate the county is in fiscal
distress. The only ratio that puts Sierra County in the bottom five in rankings of all New Mexico
counties reporting in Operating Expenditures to Capital Outlay. With only one year of data it is
impossible to say if infrastructure maintenance is an issue in the County. Sierra County’s prop-
erty tax base (measured by total assessed value) has not grown over time, and a high proportion
of assessed value is in residential property. This may signal the biggest fiscal (and economic)
concern for the county in the future—a real need for commercial and industrial activity in the
County to diversify and grow the economy and the tax base.

Local Schools

Public schools are run by local government school districts, which are autonomous from county
governments. Funding generally comes from the same sources as counties, mainly in the form of
assistance from state and federal grants and local property taxes. Rural schools in New Mexico
are on better fiscal footing that their peers in other states because of the state’s school equaliza-
tion funding program. New Mexico’s school funding formula places more emphasis on state
spending, meaning schools are less dependent on local property taxes, essentially ensuring that
schools in poor districts have financial resources equivalent to those in the rest of the state.’

The 1974 Public School Finance Act states its intent is to “guarantee each New Mexico public
school student equal access to programs and services appropriate to his or her educational needs
regardless of geographic location or local economic conditions.”® Catron, Grant and Sierra
counties should be able to provide quality education that can be an important factor in the local
economic development mix.

Arizona provides state funding for local schools as well, but not to the same extent as New
Mexico. Recently, Arizona has ranked near the bottom in per capita school funding nationally.*
This places more emphasis on the need to diversify the tax base in Greenlee County to ensure
quality public education that will attract new businesses and families to the County.
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Figure C18. County Revenue Sources
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Figure C19. County Expenditures
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Property Tax Assessed Values by Category

% Change
(2003-
Tax category 2003 2004 2005 2006 2007| 2007)
Residential 34,685] 29,081 30,729 32,628 35239] 1.6%
% of Total 46% 37% 37% 37% 37%
Commercial/lndustrial 40452| 50,459] 51,622] 54,826| 60,760] 50.2%
Catron County, NM % of Total 54% 63% 63% 63% 63%
Mining 0 0 0 0 0 NA
% of Total 0% 0% 0% 0% 0%
Total 75,137] 79,540| 82,350( 87,454| 95,999] 27.8%
Residential 261,397 273,781| 282,583| 310,791| 312,788] 19.7%
% of Total 49% 52% 54% 55% 52%
Commercial/lndustrial 198,862] 182,165| 159,792| 177,246 161,385] -18.8%
Grant County, NM % of Total 37% 35% 31% 32% 27%
Mining 71,866] 69,538 80,739 73,879| 130,521] 81.6%
% of Total 14% 13% 15% 13% 22%
Total 532,126| 525,484| 523,113| 561,917| 604,694] 13.6%
Residential 11,465| 10,747] 10,404| 10,643| 11,487] 0.2%
% of Total 8% 3% 5% 5% 4%
Commercial/lndustrial 7,120 25911 24,163] 30,587| 29,895] 319.9%
Greenlee County, AZ % of Total 5% 8% 12% 13% 11%
Mining 133,872] 285,718| 162,760 185,678 242,079] 80.8%
% of Total 88% 89% 82% 82% 85%
Total 152,457| 322,376 197,327 226,908| 283,461] 85.9%
Residential 128,814 124,399| 127,801| 127,179 128,604] -0.2%
% of Total 60% 61% 62% 60% 59%
Commercial/lndustrial 84,138| 80,766/ 79.910] 83,816| 88,482] 5.2%
Sierra County, NM % of Total 40% 39% 38% 40% 41%
Mining 0 0 0 0 0 NA
% of Total 0% 0% 0% 0% 0%
Total 212,952 205,165| 207,711| 210,995 217,086] 1.9%

Source: State of New Mexico Department of Taxation and Revenue, Tax Research and Statis-
tics, Property Tax Facts and County Rate Certificates, 2003 to 2007. Arizona Department of
Revenue Annual Reports, 2003 to 2007
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Endnotes

! Data from BEA/REIS.

?Wages and worker data from Bureau of Labor Statistics, 2007. Quarterly Census of Employment and Wages.

3 According to the U.S. Gelogical Survey, the Phelps Dodge Morenci mine in Greenlee County is the largest producer
of copper in the nation, with a capacity of 390 metric tons, which is 26 percent of the nation’s copper mining
capacity. http://minerals.usgs.gov/minerals/pubs/commodity/copper/index.html

+Wages and worker data for the tables from Bureau of Labor Statistics, 2007. Quarterly Census of Employment and
Wages. Long-term trend data from U.S. Department of Commerce. Note: the databases are close in their esti-
mates, but sometimes not exact.

5> Copper price data from: Interhemispheric Resource Center (IRC). 2001. “Copper, Phelps Dodge and the Future of
Grant County’s Mining District.” Silver City, New Mexico. Page 4; U.S. Geological Survey http://minerals.usgs.
gov/minerals/pubs/metal_prices/; and KitCo Metals http://www kitcometals.com/charts/copper_historical.html

¢In 2000, mining employment was 2.3% of total in Sierra County and 5% of total in Catron County. Source: BEA/
REIS.

"BEA/REIS. Income and employment data beyond 2000 is not available from this source because of data suppressions,
which often happen when there is only one employer in a particular industry in the county; the Phelps Dodge
Mining Company in this case.

8 Arizona Department of Commerce. 2007. Profile, Greenlee County, Arizona. Data used for employment estimates
by this source include the Bureau of Labor Statistics and the State of Arizona Economic Security Administration.
http://www.azcommerce.com/doclib/ COMMUNE/Greenlee%20County.pdf

° This figure is likely and underestimate since County Business Patterns does not count the self-employed. Despite
that, CBP is a useful source for viewing long-term trends, and for comparing between counties.

10 Source: BEA/REIS.

1 Source: County Business Patterns.

12 Interhemispheric Resource Center (IRC). 2001. “Copper, Phelps Dodge and the Future of Grant County’s Mining
District.” Silver City, New Mexico. Page 4.

13 As of January 29, 2008. Source: KitCo Metals http://www.kitcometals.com/charts/copper_historical.html

4 Employment data from BEA/REIS.

5 Mining employment and copper prices may not tract exactly year to year due to a lag period: when copper prices rise
or decline, it may not be until the following year that this translates into rises or declines in mine workers.

16 U.S. Geological Survey http:/minerals/usgs.gov/minerals/pubs/commodity/copper/240798.pdf

17 Employment data from County Business Patterns (does not include the self-employed).

18 Regression equations were produced to test the relationship between mining employment and copper prices. At the
95% confidence level there no statistical relationship between copper prices and mine employment for Greenlee
County, from 2001 to 2005 (the R-squared value is 0.61). For Grant County, the relationship is significant, at
the 98% confidence level (the R-squared value is 0.016).

19 Tbid, page 4.

2 Employment data from BEA/REIS and County Business Patterns.

2 Source for this page: Bureau of Labor Statistics.

22 Source for this page: BEA/REIS. Employment number for Information in Greenlee County, Information and Finan-

cial Activities for Catron County are estimates based on subtracting missing values from total employment.
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B A recent analysis of the Sitgreaves National Forest had similar findings on the relative size of agriculture, although
expressed in terms of percent of private sector labor income (i.e., not counting government and non-labor, the
two largest sources of income in two of the three counties).

2 Apache-Sitgreaves National Forest: Economic Conditions and Trends. February 9, 2007. Prepared by Barbara Ortt,
Social Scientist, TEAMS Planning enterprise. USDA Forest Service.

5 USDA Census of Agriculture 2002. Vol II: State and County Series: Table 3, Farm Production Expenses.

% USDA Census of Agriculture 1997. Vol II: State and County Series: Table 39, Farms with Grazing Permits.

MUSDA Census of Agriculture 2002, Vol II: State and County Series: Table 40. Tenure, Number of Operators, Type
of Organization, and Principal Operator Characteristics.

8Kenneth W. Brown, 1996. Ten-Point Test of Financial Condition with Comparative Ratios for Counties. Springfield,
MO: Solstice Productions. A good review of tools for analyzing fiscal health can be found in B.W. Honadle, ]. M.
Costa, and B.A. Cigler. 2004. Fiscal Health for Local Governments: An Introduction to Concepts, Practical Analysis
and Strategies. Elsevier Academic Press, San Diego, CA.

22002 Census of Governments, State and Local Government Finances, US Census Bureau. http://www.census.gov/
govs/www/estimate02.html Accessed on May, 28 2008.

9 Department of the Interior, Payments in Lieu of Taxes (PILT). http://www.nbc.gov/pilt/pilt/search.cfm#search. Ac-
cessed on May 28, 2008.

31 Senate Approves County Payments Extension. Salem-News.com, May 23, 2008. http://www.salem-news.com/ar-
ticles/may232008/county_payments_5-23-08.php Accessed on May 28, 2008.

32 State of New Mexico Department of Taxation and Revenue.. Tax Research and Statistics, Property Tax Facts and
County Rate Certificates, 2003 to 2007.

3 For a good overview of Fiscal Impact Analysis and land use, see the Transit Cooperative Research Program Report:
The Costs of Sprawl — 2000 by Robert Burchell http://onlinepubs.trb.org/Onlinepubs/tcrp/terp_rpt_74-a.pdf. The
report was sponsored by the Federal Transit Administration, Transportation Research Board and National Re-
search Council includes an extensive literature review. The American Farmland Trust has completed numerous
“Cost of Community Services Studies” http://www.farmlandinfo.org/documents/27757/FS_COCS_11-02.pdf and
there is a growing literature on these studies and their findings. For example, see T.W. Kelsey, 1996. “The Fiscal
Impacts of Alternative Land Uses: What do Cost of Community Services Studies Really Tell Us?” Jowrnal of the
Community Development Society 27(1): 78-89.

3*In a phone inquiry, the Catron County Assessor’s Office reported that further breakdowns of the non-residential
land use category into smaller categories, such as agriculture, commercial and industrial property, is not possible.
Personal Contact, April 15, 2008.

¥ B.W. Honadle, 2004. Fiscal Health for Local Governments.

362002 Census of Governments, State and Local Government Finances.

3" New Mexico’s School Funding Formula, the New Rules project: http://www.newrules.org

¥ How New Mexico’s Schools are Funded New Mexico Public Education Department School Budget and Finance
Analysis Bureau http://ped.state.nm.us/div/fin/school.budget/how.nm.schools.are.fundedfy0806_files/How %20
NM%20schools%20are %20fundedFY0806.pdf

¥ Richard L. Wigall, Charles Essigs, and William Wright. 2004. The Condition of School Funding in Arizona. Arizona
State University http://epsl.asu.edu/aepi/EPSL-0405-114-AEPL.pdf Accessed on May 28, 2008.
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