
Thirty-third New Mexico First Town Hall 
Albuquerque, New Mexico, April 28-30, 2005 
Executive Summary 

 
The Management and Future of Federal Investment in New Mexico 

 
In its 19th year, New Mexico First convened its thirty-third Town Hall to 

address the issue of federal spending in the state.  As is our custom, the 
participants were provided comprehensive research, this time by the University of 
New Mexico Bureau of Business Research, which in a very extensive way 
quantifies the level to which we have come to rely on this  tremendous economic 
resource.  Additionally, the participants received presentations on various 
elements of the topic from 12 very knowledgeable speakers, including the 
governor.  Then, for a period of one and a half days, the participants worked in 
panels guided  by trained facilitators and recorders to reach consensus on 
overarching strategies, strategic planning strategies, research and technology 
strategies and economic growth strategies that present opportunities for 
expanding the uses of our federal resources and diversifying our economy to 
reduce our relative reliance on federal spending. 

 
 We provide a final report on the Town Hall that represents the scope of 

the work done by the board and staff of New Mexico First and UNM, as well as 
the Town Hall participants. The150-page report lists our board, founders, ex-
officio board and staff, our sustaining corporate members, our Town Hall 
sponsors, the research committee, Town Hall leadership team, speakers and 
presenters, the Town Hall participants, the implementation team and it provides 
the Town Hall consensus report and the UNM research document.  Electronic 
and printed copies of the entire final report, as well as video copies of the Town 
Hall presentations and panel discussions, are available via our protected order 
form. 

 
Barbara Brazil 
President  

 
 
Summary of Town Hall 33 recommendations 
 
Since federal troops first arrived in New Mexico in 1846, the state has 
experienced ever-increasing growth in federal spending to where it reached a 
record level of $18.7 billion in 2003. This accounted for 25 percent of the state’s 
economic output, which raises serious concerns about the state’s vulnerability in 
the event this level of spending is not sustained. As a result, we have a growing 
realization that a higher private sector-to-government ratio must be achieved to 
lessen the state’s dependence on federal spending by, ideally, finding ways to 
direct federal funding and resources to achieve a more diversified economy. 
 



The Town Hall involved 101 participants from throughout the state.  
Presentations were provided by the Governor Bill Richardson, Lieutenant 
Governor Diane Denish, Dr. Paul Robinson, Director, Sandia National 
Laboratories, Louis Caldera, President of UNM, Dr. Lee Reynis, Director of 
UNM’s Bureau of Business Research, Owen Lopez, Director of the McCune 
Charitable Foundation, Dr. Donna Smith, Leader of the LANL Tech Transfer 
Division, Terri Cole, President of the Greater Albuquerque Chamber of 
Commerce and Dr. Tom Palmieri, Business Manager of DOE’s national training 
center.  Former Governor Garrey Carruthers served as the plenary chair. 
 
The work of the Town Hall identified actions that should be taken to more 
effectively harness federal presence and spending towards sustainable economic 
development.  They include overarching strategies that: 
 

• emphasize the need for ‘systematic change’ in education to achieve 
improvements, efficiencies and economies, such as combining public and 
higher education into one coordinated system;  

• recommend strategic plans for business development, and;  
• call for the creation of a more diversified economy less reliant on federal 

resources. 
 
The final report expresses concern over the lack of coordination and collaboration 
among entities applying for and receiving federal funds and the failure to take 
advantage of new federal funding opportunities, and recommends the 
development of strategies for enhancing coordination and collaboration.   
 
In the areas of research and technology, the following are recommended:  

• Make economic development a mission component of the national 
laboratories, including accelerated commercialization of new technology; 

• Ensure stability of the national labs by expanding their missions and work 
with other federal agencies;  

• Develop a technology and manufacturing master plan;  
• Review the effect of gross receipts taxes on R&D, and 
• Support research that advances economic development. 

 
Also addressed were the vast federal lands and resources that could be more 
strategically used and combined with state resources to enhance business 
development and education.  Among the recommendations are:  
 

• A challenge to state leaders to become more aggressive in identifying and 
requesting strategic land exchanges, leases and access rights;  

• Prioritization of state capital spending to maximize federal infrastructure 
projects, and;  

• Evaluation of funding formulas to address demographics and emerging 
trends associated with homeland security, border issues, immigration, 
public safety, transportation and health care. 



 
How to better leverage federal funding to grow the state’s economy received a 
great deal of attention and included the following recommendations: 
 

• Create incentives for and an environment conducive to economic 
development and an entrepreneurial culture to increase private investment 
and establish a permanent physical presence in the state based on long- 
term relationships with research facilities. 

 
• Create and empower a public/private coalition of experts to determine the 

economic sectors that best contribute to New Mexico’s growth based on 
our unique resources and strengths. 

 
• Foster entrepreneurship and business development by supporting and/or 

expanding effective business assistance programs such as: enterprise 
facilitation, business incubation, Small Business Development Centers, 
technical assistance programs, loans, and investments and assistance to 
small business to meet procurement requirements of federal contractors. 

 
Summary of UNM Research 
 
Annual federal spending in New Mexico amounts to more than $10,000 a person 
– among the highest in the nation, yet the state ranks near the bottom in per-
capita income and near the top in terms of poverty.  We must ask ourselves: Are 
there actions that can be taken to more effectively harness the flow of federal 
dollars to the state and the federal presence here towards sustainable economic 
development to benefit all New Mexicans? 
 
New Mexico has been influenced by significant federal presence since 1846 
when General Stephen Kearney captured Santa Fe in the war with Mexico.  This 
presence has shaped our state’s economy in the past and it will shape our 
economy in the future.  While estimating that the federal government’s presence 
in New Mexico contributes an estimated 25 percent of the state’s total output 
(Gross State Product), the study raises questions about how much of this 
presence translates into meaningful economic development. 
 
At the same time, we must look at what can be done to ensure that today’s 
federal spending contributes to diversifying our economy in ways that accelerate 
the gains in both our per-capita and median incomes, while reducing the problem 
of poverty.  Critical will be our ability to provide New Mexicans with the education 
and skills they will need to be competitive and successful in this changing New 
Mexico economy. 
In federal fiscal year 2003 (FY03), federal expenditures in New Mexico totaled 
$18.7 billion, which is four times larger than the state’s General Fund budget of 
$4.5 billion.  Additionally, the federal government provided $3.5 billion in loans 
and insurance in FY03.  Of the $18.7 billion, $5.8 billion (31%) involved 
procurement by the Departments of Energy and Defense for work done by Los 



Alamos and Sandia National Laboratories, Honeywell and other defense 
contractors, by the Postal Service and by other agencies.  On average, about 60-
65 percent of the procurement dollars stayed in the state. 
 
The next largest categories are made up of retirement and disability payments, 
which amounted to $4.4 billion (23.4%), and grants, such as for Medicaid, the 
State Children’s Insurance Program, highways, education and mineral leases, 
which amounted to $4.3 billion (23.1%).  Federal salaries and wages amounted 
to $1.9 billion, while direct payments to individuals amounted to $2 billion, 
including expenditures on Medicare, food stamps, PELL grants, and 
unemployment compensation.  Direct payments other than for individuals, such 
as federal employee insurance premiums and Indian school equalization, 
amounted to $288 million. 
 
In FY03, New Mexico ranked 33rd among the states in total federal spending, but 
was 4th in federal expenditures per-capita.  And, while we experienced a 66 
percent increase in federal spending between Federal Fiscal Years 1993 and 
2003 (29% after adjusting for inflation), New Mexico remains at the bottom of the 
states in terms of per-capita income, where we rank 47th.. 
 
There are many factors that have contributed to this low ranking.   Our average 
annual wages have gone from nearly 95 percent of the national average in the 
early 80s to where they are currently only about 80% of the national average.  We 
have lost high paying jobs in mining and, more recently, in manufacturing.   Our 
higher paying federal civilian jobs and jobs at our national laboratories have been 
at best flat.  Meanwhile, lower paying jobs, for example at casinos and call 
centers, have captured much of the employment growth.  
 
The data in the report suggest many questions for consideration by the Town 
Hall: 

• Could federal funds be better ‘invested’ to grow more jobs and 
businesses?  If so, what strategies might work? 

• Are requests for federal funds well managed; is there good coordination; is 
there collaboration among agencies to ensure NM has the best chance of 
receiving funds?  Is there room for improvement; what strategies might 
work? 

• Has NM developed contingency plans in the event major federal funding is 
lost?  If there is room for improvement, what might be done and by whom? 

• What strategies/actions are needed to capture more procurement work for 
NM and transfer technologies from the national labs?  What critical 
ingredients are needed? 

• What do we know about shifts in federal funding and are there new 
opportunities for NM? 

• Are there particular federal dollars that have greater impact and how does 
NM capitalize on retaining/capturing them? 

____________________________________________________________ 



The UNM report was prepared with funding from the Office of the UNM Vice President for 
Research and Economic Development 
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Summary of Final Recommendations 
 
Overarching Strategies 
 
▪ Encourage strong visionary leadership to implement systemic change in education, workforce and economic development to diversify and strengthen our 
economy and reduce dependence on federal funding.  Leverage support from business, labor, political and academic leaders in these efforts. 
▪ Unify, (and, thereby, eliminate inefficiencies and ineffective overlap in) the primary, secondary, and higher education systems, including community 
colleges and vocational and continuing education, in New Mexico, in order to form one consistent and coordinated system. 
▪ Develop a strategic vision, intent and plan for business and entrepreneurial development that directly contributes to the economic growth of the state and 
leverages resources, addresses fragmentation and develops infrastructure with emphasis on collaboration, execution, and accountability. 
▪ Foster a diversified economy, less dependent on federal resources, through attraction of private investment, creation of high tech and other businesses, 
development of a skilled workforce, and utilization of the state’s cultural assets and natural resources. 
 
Strategic Planning Strategies 
 
▪ Develop community and state strategic plans and timelines for implementation that address the future of federal investment in New Mexico.  
▪ Develop strategies and incentives to encourage philanthropic giving and volunteerism to offset the loss of federal funding.  
 
Research and Technology Strategies 
 
▪ Accelerate the creation of private sector and not for profit entities from existing federal labs and facilities by promoting technology commercialization. 
Economic development should be included as a critical element to the mission of federal labs and facilities. 
▪ The labs should be given more flexibility in their mission (to include education and competitiveness), recognizing the strategic need to partner with 
United States industries, streamlining the partnership process and making it more industry friendly. A key action to be taken is amending the Federal 
Technology Transfer Act of 1989 to allow collaboration on research and development applications among government, universities, industry and business, 
employment tech assistance programs and small businesses. 
▪ Ensure future stability and expansion of the laboratories to meet evolving national security objectives by expanding the mission of the national 
laboratories. Increasing the role of the agencies with which the laboratories work and allowing the laboratories to work directly for other federal agencies 
will broaden the funding base. 
▪ Enhance the missions of laboratories and other federal agencies to develop new kinds of energy, alternative energy, synthetic fuels, environmental 
technology, telecommunications technology, human health, and desalination of water as part of the Homeland Security mission. The intent is to take 
advantage of the new opportunities for workforce development and entrepreneurial growth. 
▪ Develop and fund a technology and manufacturing Master Plan to identify what industry applications are growing, need additional infrastructure and 
sources of funding for implementation. 
▪ Review the gross receipts tax on federally funded and private sector research and development in order to gain business and research that is now 
leaving the state of New Mexico. 
▪ Support fundamental research as the seed of future advances that support economic development and a trained workforce. 
 
Economic Growth Strategies 
 
▪ Create incentives for and an environment conducive to economic development and an entrepreneurial culture to increase private investment and 
establish a permanent physical presence in the state based on long term relationships with research facilities. 
▪ Create and empower a public/private coalition of experts to determine the economic sectors that best contribute to New Mexico’s growth based on our 
unique resources and strengths. Focus on the identified industry clusters, aligning resources, selecting commercialization targets, and structuring an 
investment strategy to recruit and expand business enterprises. Apply that model to other industry clusters and engage neighboring states in a regional 
approach to economic development. 
▪ Change regulations and policies that create impediments to entrepreneurial efforts (i.e. military and lab spin offs, small and minority business, etc.) and 
provide incentives (federally guaranteed bonds and loans) to encourage private investment in community and economic development.  
▪ Request that the congressional delegation establish a process for identifying and notifying appropriate entities of Federal opportunities for, and threats 
to, employment and economic growth in New Mexico. As examples: (1) identify opportunities such as outsourcing of federal programs and (2) position 
New Mexico to lead on emerging technology initiatives such as alternative energy research. 
▪ Foster entrepreneurship and business development by supporting and/or expanding effective business assistance programs such as: enterprise 
facilitation, business incubation, Small Business Development Centers, technical assistance programs, loans, and investments and assistance to small 
business to meet procurement requirements of federal contractors. 
▪ Enhance all government guaranteed fee programs, such as the Small Business Act at the federal level, to include a tax/fee credit for training or jobs 
created in order to promote small businesses (including the arts) that are the backbone of New Mexico. 
▪ Foster entrepreneurship and business development by supporting and/or expanding effective business assistance programs such as: enterprise 
facilitation, business incubation, Small Business Development Centers, technical assistance programs, loans, and investments and assistance to small 
business to meet procurement requirements of federal contractors. 
▪ Enhance all government guaranteed fee programs, such as the Small Business Act at the federal level, to include a tax/fee credit for training or jobs 
created in order to promote small businesses (including the arts) that are the backbone of New Mexico. 
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Education and Training Strategies 
 
▪ The Oversight Coordinating Committees (recommended in Governor Richardson’s Executive Order) would be expanded to include the 
education and business and cabinet secretaries in order to integrate economic development, education and workforce development, thereby 
reducing redundancies and better allocating resources. 
▪ Create a statewide strategic planning process that identifies market jobs and related skills and education required, forecasts jobs for the future 
and identifies skills and education required. This process would be housed in the Office of Workforce Training and Development. 
▪ Align higher education funding formulas with mission specialization and excellence in education. Use state funded scholarships and 
internships for emerging and critical professions in New Mexico (e.g. science, math and technology), on the condition that graduates work for a 
specified time in the state. To build a creative economy, enhance job skills, and improve student learning, the educational system in New Mexico 
must be strengthened in two major ways: first, expand arts and music education to strengthen all students and provide training for future artists 
in the arts economy (New Mexico’s arts economy is estimated to be the third largest in the U.S.). This also helps build the tourism industry. 
Second, recognizing the link between arts and science, place emphasis on science, math, and technology to ensure the states’ future economy. 
▪ Enhance the lottery scholarship program to be more inclusive of students with nontraditional needs such as working students and students 
returning to education after a prolonged absence, such as military duty or welfare. This attracts federal dollars by showing that the state is willing 
to invest state money in education and training and creates a partnership that focuses federal funding on developing infrastructure, workforce 
development, job training, and economic development. In addition, lottery dollars can be used to fund the expansion of vocational education, 
individual education plans, and workforce development programs from primary, secondary, higher education. 
▪ Replicate the best practices of vocational and continuing education in all parts of the state. Include enhanced career management plans 
developed for students by students, teachers, and parents. Career management plans include aptitude testing and identification, working with 
employers, and identifying preferred career options. 
▪ Modify and make more user-friendly to the state, programs that provide funding for retraining all displaced civilian employees. Create new funding 
streams for re-training, career change, and retooling programs, and ask for continuance of funding for Community Re-use Organizations for workforce 
development. Re-authorize the Workforce Investment Act and transfer Wagner/Pyser funding to states in a block grant. 
▪ Create cross departmental funding sources that have fewer restrictions and are more flexible and responsive to local workforce needs.  
Special attention should be given to educational opportunities that help lift people out of poverty. 
 
Resource Utilization and Community Building Strategies 
 
▪ Challenge New Mexico and its leaders to be aggressive in identifying and requesting strategic exchanges, leases, access rights and policies regarding 
use or acquisition of federal lands especially to provide land needed for business location and expansion. 
▪ Develop a comprehensive statewide plan for reforming and reprioritizing state capital spending to maximize the state’s capacity and ability to leverage 
federal dollars, prioritize state infrastructure projects and fully fund each project. 
▪ Work with the congressional delegation and federal agencies to strategically use federally owned non-tribal lands through exchanges, leases, transfer of 
development rights, or other mechanisms to increase the economic viability of New Mexico communities. 
▪ Re-evaluate funding formulas so that funding is fairly allocated amongst states based on current demographics and emerging trends to meet special 
needs such as those associated with border issues, Homeland Security, immigration, public safety, transportation, and healthcare.  
▪ Meet funding obligations to tribes and counties and make proper funding mandatory versus discretionary. 
▪ Create a more diversified approach to leveraging federally funded programs, such as Department of Agriculture, Department of Education, Department 
of Transportation, and others that are not defense-related and not necessarily within the mission of the federal research laboratories. 



Background  
 
Since federal troops first arrived in New Mexico in 1846, the state has experienced 
ever-increasing growth in federal spending to where it reached a record level of $18.7 
billion in 2003. This accounted for 25 percent of the state’s economic output, which 
raises serious concerns about the state’s vulnerability in the event this level of spending 
is not sustained. As a result, we have a growing realization that a higher private sector-
to-government ratio must be achieved to lessen the state’s dependence on federal 
spending by, ideally, finding ways to direct federal funding and resources to achieve a 
more diversified economy. 
 
It is with this in mind that “The Management and Future of Federal Investment in New 
Mexico” was viewed to be important and timely for New Mexico First’s 33rd Town Hall. A 
total of 101 participants from around the state, led by experienced discussion leaders 
and recorders, participated in Town Hall 33 (see page v for a list of discussion leaders 
and recorders, and page vi for a list of participants). 
 
To prepare the Town Hall to address this issue, a thorough study and report were 
prepared by the University of New Mexico’s Bureau of Business and Economic 
Research (the entire Research Report follows the consensus report portion of this 
document). To our knowledge, this is the first time a comprehensive examination of 
federal funding in New Mexico and its economic impacts has been assembled. 
Additionally, the report was supplemented by expert viewpoints presented at the Town 
Hall by authorities in various areas, including federally funded university research, 
military installations, national laboratories, and technology transfer and workforce 
preparation. (see page v for complete list of presenters).  
 
Unlike past Town Halls that focused on single-purpose issues, such as water, taxation 
and energy, Town Hall 33’s topic is multi-faceted and complex. As a result, the UNM 
research report organized federal programs into three broad areas. They are programs 
that build: 1) viable communities, 2) viable economies and 3) viable workforces. Each of 
the topic areas was addressed by two discussion panels of Town Hall participants. The 
six panels produced recommendations that were consolidated into one set of final 
recommendations (see pages 2-3). 
 
The discussion panels focused on strategies that can move New Mexico forward, rather 
than detailed critiques of individual programs. The Implementation Team, (see page 16) 
formed following the Town Hall, will subsequently develop detailed actions to fulfill the 
strategic recommendations. The balance of this report is dedicated to providing brief 
context for the recommendations made and ultimately adopted by consensus at the final 
plenary session of Town Hall 33. 



 ii

“Overarching Strategies”  
 

Having developed specific recommendations for each of the focused discussion areas, 
participants were asked to identify “overarching strategies” – strategies that would be 
valuable to implement regardless of the particular subject matter considered. In general, 
participants supported the notion that the amount and diversity of federal programs in 
New Mexico is a valuable resource for the state. The national labs, military bases, 
university research programs, federal lands, infrastructure development and programs 
supporting persons in need were oft-mentioned examples of the benefits our state 
derives. Moreover, $18.7 billion in expenditures, more than four times the state’s 
general fund budget, must be appreciated for the jobs and salaries that are created. 
 
At the same time, federal funding also was described as a two-sided coin: though of 
great benefit to the state, participants concluded that better use of the funding could be 
made by developing a strategic approach, coordinating among various public and 
private entities and working to lessen our dependence on this funding by building a 
stronger private economy. Attention was often focused on the fact that, while New 
Mexico is fourth highest in the nation in receipt of federal funds per capita, personal 
income per capita continues to rank 47th. Additionally, key indicators of economic 
development such as available investment capital and a well-trained workforce continue 
to lag behind most of the nation. 
 
As can be seen in the following overarching strategies adopted by the Town Hall, these 
concerns are identified and addressed. 
 

Overarching Strategies 
1. Encourage strong visionary leadership to implement systemic change in 

education, workforce and economic development to diversify and strengthen our 
economy and reduce dependence on federal funding.  Leverage support from 
business, labor, political and academic leaders in these efforts. 

2. Unify, (and, thereby, eliminate inefficiencies and ineffective overlap in) the 
primary, secondary, and higher education systems, including community colleges 
and vocational and continuing education, in New Mexico, in order to form one 
consistent and coordinated system. 

3. Develop a strategic vision, intent and plan for business and entrepreneurial 
development that directly contributes to the economic growth of the state and 
leverages resources, addresses fragmentation and develops infrastructure with 
emphasis on collaboration, execution, and accountability. 

4. Foster a diversified economy, less dependent on federal resources, through 
attraction of private investment, creation of high tech and other businesses, 
development of a skilled workforce, and utilization of the state’s cultural assets 
and natural resources. 



 iii

Strategic Planning  
 

The $18.7 billion in federal monies expended in New Mexico represent a myriad of 
complex programs that affect virtually every aspect of our lives: education, land use, 
public infrastructure, transportation, workforce development, research, national defense, 
income support, health care, water, agriculture, community development and the list 
goes on. Many of the federal programs require matching funds from state or local 
governments. Much of the funding goes directly to individuals, educational institutions, 
state and local agencies and private entities. For example, more than $6 billion is paid 
directly to the national labs.   
 
In general, Town Hall participants recognized there is little coordination and 
collaboration among all the entities applying for and receiving federal funds. In some 
cases, this causes fragmentation and duplication of effort. Moreover, New Mexico’s 
congressional delegation is beset with a multitude of requests without benefit of 
prioritization. Participants are concerned that, at a time of declining federal resources 
and the likely loss of seniority in the U. S. Senate within the next decade, New Mexico 
will experience losses of funding and the failure to take advantage of new opportunities, 
emphasizing the need to alter past practices and maximize federal investment. 
Consequently, two recommendations were made to encourage thinking about the 
federal investment in New Mexico at a strategic level: 
 

 
Strategic Planning Strategies 

 
1. Develop community and state strategic plans and timelines for implementation 

that address the future of federal investment in New Mexico.  
2. Develop strategies and incentives to encourage philanthropic giving and 

volunteerism to offset the loss of federal funding.  
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Research and Technology  
 

There is strong consensus among the participants that expenditures made for research 
purposes at our universities and national laboratories are of high value. Not only do 
these dollars fulfill an important national mission but often the technologies developed 
can subsequently be commercialized forming new businesses, creating new jobs and 
building the private sector economy. 

 
A number of impediments to commercialization were discussed. For example, some 
40% of the procurement dollars expended by the national laboratories are with firms 
outside New Mexico. Therefore, increasing New Mexico’s capacity to foster 
entrepreneurship both to take advantage of new technologies and to compete for 
additional procurement dollars is a priority. It is recognized that commercializing the new 
technologies requires workforce development, including not only technical but also 
managerial skills. The Town Hall adopted the following recommendations: 
 

Research and Technology Strategies 
 
1. Accelerate the creation of private sector and not for profit entities from existing 

federal labs and facilities by promoting technology commercialization. Economic 
development should be included as a critical element to the mission of federal 
labs and facilities. 

 
2. The labs should be given more flexibility in their mission (to include education 

and competitiveness), recognizing the strategic need to partner with United 
States industries, streamlining the partnership process and making it more 
industry friendly. A key action to be taken is amending the Federal Technology 
Transfer Act of 1989 to allow collaboration on research and development 
applications among government, universities, industry and business, employment 
tech assistance programs and small businesses. 

 
3. Ensure future stability and expansion of the laboratories to meet evolving 

national security objectives by expanding the mission of the national laboratories. 
Increasing the role of the agencies with which the laboratories work and allowing 
the laboratories to work directly for other federal agencies will broaden the 
funding base. 

 
4. Enhance the missions of laboratories and other federal agencies to develop new 

kinds of energy, alternative energy, synthetic fuels, environmental technology, 
telecommunications technology, human health, and desalination of water as part 
of the Homeland Security mission. The intent is to take advantage of the new 
opportunities for workforce development and entrepreneurial growth. 
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5. Develop and fund a technology and manufacturing Master Plan to identify what 
industry applications are growing, need additional infrastructure and sources of 
funding for implementation. 

 
6. Review the gross receipts tax on federally funded and private sector research 

and development in order to gain business and research that is now leaving the 
state of New Mexico. 

 
7. Support fundamental research as the seed of future advances that support 

economic development and a trained workforce. 
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Economic Growth  
 

As acknowledged in the introduction to this report, federal spending is a two-sided coin. 
On one hand, the large federal presence tends to insulate New Mexico’s economy from 
radical swings experienced in other states. At the same time, it makes New Mexico 
vulnerable to closure of a large federal installation such as a military base or national 
laboratory.  
 
Many participants discussed the “dependence mindset” that is engendered and that the 
culture of government employment is different from that required of entrepreneurs. 
There was much discussion about the fragmentation of efforts to develop New Mexico’s 
economy and the need to bring focus to the efforts in order to maximize the funding 
available to help grow new business. In general, priority should be given to technology 
spin-offs from national laboratory and university research and on areas already deeply 
rooted in New Mexico, including the arts and culture. 
 
There is a need to identify and capitalize on new opportunities, not just to concentrate 
on defensive strategies to prevent loss. For example, there is growth opportunity in the 
new federal emphasis on Homeland Security. The Town Hall adopted the following 
recommendations: 
 

Economic Growth Strategies 
 
1. Create incentives for and an environment conducive to economic development 

and an entrepreneurial culture to increase private investment and establish a 
permanent physical presence in the state based on long term relationships with 
research facilities. 

 
2. Create and empower a public/private coalition of experts to determine the 

economic sectors that best contribute to New Mexico’s growth based on our 
unique resources and strengths. Focus on the identified industry clusters, 
aligning resources, selecting commercialization targets, and structuring an 
investment strategy to recruit and expand business enterprises. Apply that model 
to other industry clusters and engage neighboring states in a regional approach 
to economic development. 

 
3. Change regulations and policies that create impediments to entrepreneurial 

efforts (i.e. military and lab spin offs, small and minority business, etc.) and 
provide incentives (federally guaranteed bonds and loans) to encourage private 
investment in community and economic development.  
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4. Request that the congressional delegation establish a process for identifying and 
notifying appropriate entities of Federal opportunities for, and threats to, 
employment and economic growth in New Mexico. As examples: (1) identify 
opportunities such as outsourcing of federal programs and (2) position New 
Mexico to lead on emerging technology initiatives such as alternative energy 
research. 

 
5. Foster entrepreneurship and business development by supporting and/or 

expanding effective business assistance programs such as: enterprise 
facilitation, business incubation, Small Business Development Centers, technical 
assistance programs, loans, and investments and assistance to small business 
to meet procurement requirements of federal contractors. 

 
6. Enhance all government guaranteed fee programs, such as the Small Business 

Act at the federal level, to include a tax/fee credit for training or jobs created in 
order to promote small businesses (including the arts) that are the backbone of 
New Mexico. 
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Education and Training  
 

A broad consensus exists among panelists that a more highly skilled and trained 
workforce is essential to growing the kind of economy that can take full advantage of the 
new technology opportunities developed at the labs and universities and, thus, reap the 
maximum benefit from federal funding. It is generally agreed that the state’s education 
and workforce training systems are fragmented and contain duplication. To be effective, 
they must focus on skills needed for jobs of the future. 
 
Participants believe that education is so key in building New Mexico’s workforce that the 
state should focus on improving education through examples such as: re-defining the 
mission of higher educational institutions in order to use federal funds more effectively 
(which could be a role for the new Secretary of Higher Education), by raising high 
school graduation requirements, and by changing the licensure requirements for subject 
experts in science and math to better enable current workforce experts to teach in the 
schools. Emphasizing math and science education and expecting excellence from the 
education system were frequently mentioned topics. 
 

Education and Training Strategies 
 
1. The Oversight Coordinating Committees (recommended in Governor 

Richardson’s Executive Order) would be expanded to include the education and 
business and cabinet secretaries in order to integrate economic development, 
education and workforce development, thereby reducing redundancies and better 
allocating resources. 

 
2. Create a statewide strategic planning process that identifies market jobs and 

related skills and education required, forecasts jobs for the future and identifies 
skills and education required. This process would be housed in the Office of 
Workforce Training and Development. 

 
3. Align higher education funding formulas with mission specialization and 

excellence in education. Use state funded scholarships and internships for 
emerging and critical professions in New Mexico (e.g. science, math and 
technology), on the condition that graduates work for a specified time in the state. 
To build a creative economy, enhance job skills, and improve student learning, 
the educational system in New Mexico must be strengthened in two major ways: 
first, expand arts and music education to strengthen all students and provide 
training for future artists in the arts economy (New Mexico’s arts economy is 
estimated to be the third largest in the U.S.). This also helps build the tourism 
industry. Second, recognizing the link between arts and science, place emphasis 
on science, math, and technology to ensure the states’ future economy. 
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4. Enhance the lottery scholarship program to be more inclusive of students with 
nontraditional needs such as working students and students returning to 
education after a prolonged absence, such as military duty or welfare. This 
attracts federal dollars by showing that the state is willing to invest state money in 
education and training and creates a partnership that focuses federal funding on 
developing infrastructure, workforce development, job training, and economic 
development. In addition, lottery dollars can be used to fund the expansion of 
vocational education, individual education plans, and workforce development 
programs from primary, secondary, higher education. 

 
5 Replicate the best practices of vocational and continuing education in all parts of 

the state. Include enhanced career management plans developed for students by 
students, teachers, and parents. Career management plans include aptitude 
testing and identification, working with employers, and identifying preferred 
career options. 

 
6. Modify and make more user-friendly to the state, programs that provide funding 

for retraining all displaced civilian employees. Create new funding streams for re-
training, career change, and retooling programs, and ask for continuance of 
funding for Community Re-use Organizations for workforce development. Re-
authorize the Workforce Investment Act and transfer Wagner/Pyser funding to 
states in a block grant. 

 
7. Create cross departmental funding sources that have fewer restrictions and are 

more flexible and responsive to local workforce needs.  Special attention should 
be given to educational opportunities that help lift people out of poverty. 
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Resource Utilization and Community Building  
 

As the research report identifies, New Mexico is home to vast public lands and other 
natural resources, many of which are managed by the federal government. Moreover, 
the federal government plays a major role in the regulation of these assets, in 
determining use policies and in helping build infrastructure that allows public use and 
access. The openness of New Mexico also is an asset in terms of attracting some kinds 
of industry, including military and civilian aviation. 
 
Participants see a need for a more strategic approach to use of federal lands and to 
ensure that funding for programs that support use of these lands such as agriculture, 
tourism and mineral extraction, receive attention and state support to leverage federal 
funding. Participants cited examples of how federal land swaps or creative thinking 
about how to use federal lands could develop additional economic value. Ensuring that 
New Mexico, the tribes and local governments are adequately compensated for fulfilling 
federal mandates also is a key issue. 
 

Resource Utilization and Community Building Strategies 
 
1. Challenge New Mexico and its leaders to be aggressive in identifying and 

requesting strategic exchanges, leases, access rights and policies regarding use 
or acquisition of federal lands especially to provide land needed for business 
location and expansion. 

2. Develop a comprehensive statewide plan for reforming and reprioritizing state 
capital spending to maximize the state’s capacity and ability to leverage federal 
dollars, prioritize state infrastructure projects and fully fund each project. 

3. Work with the congressional delegation and federal agencies to strategically use 
federally owned non-tribal lands through exchanges, leases, transfer of 
development rights, or other mechanisms to increase the economic viability of 
New Mexico communities. 

4. Re-evaluate funding formulas so that funding is fairly allocated amongst states 
based on current demographics and emerging trends to meet special needs such 
as those associated with border issues, Homeland Security, immigration, public 
safety, transportation, and healthcare.  

5. Meet funding obligations to tribes and counties and make proper funding 
mandatory versus discretionary. 

6. Create a more diversified approach to leveraging federally funded programs, 
such as Department of Agriculture, Department of Education, Department of 
Transportation, and others that are not defense-related and not necessarily 
within the mission of the federal research laboratories. 
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Guidance to Implementation Team  
 
At the conclusion of the Plenary Session of the Town Hall, a statement was adopted to 
give guidance to the Implementation Team responsible for developing and promoting 
actions to accomplish outcomes consistent with the strategies developed at the Town 
Hall: 
 
 
Create, communicate and implement a strategic plan to address opportunities and 
vulnerabilities in federal resources and investments in New Mexico. The plan will be 
based on the recommendations of the 2005 New Mexico First Town Hall 33 and will 
create a road map for state leadership and the congressional delegation with consensus 
from a nonpartisan, statewide “leadership council” appointed by the Governor and State 
Legislature. The plan should be ready for implementation within no more than two years 
to take advantage of our current senatorial seniority. 
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Town Hall 33 Implementation Team 
 

 McCorkle, Sherman (Chair)  Technology Ventures Corporation 
 Bullington, J.D.  Association of Commerce and Industry 
 Christensen, Jacqueline  Greater Albuquerque Area Chamber of Commerce 
 Cowan, Caren  New Mexico Cattle Growers Association 
 Donisthorpe, Bruce  BWD Global 
 Eads, Jim  New Mexico Tax Research Institute 
 Eisenstadt, Pauline  New Mexico House of Representatives (retired) 
 Grindatto, Jami  Intel Corporation 
 Grassberger, Robert  UNM – Bureau of Business and Economic Research 
 Henderson, Mark  JB Henderson Construction Company 
 Jekowski, John  Innovative Technology Partnerships 
 Jones, Gary  Sandia National Laboratories 
 Knauf, Bill  Sandia National Laboratories 
 Lautman, Mark  ForestCity Covington Enterprises 
 Longserre, Marie  Santa Fe Business Incubator 
 Martinez, Johnnie  Los Alamos National Laboratory 
 McGuire, Susan  New Mexico First Board, Committee Chair for Implementation 
 Montgomery, John  Eastern New Mexico University 
 Moore, Bob  Moore Organization 
 Radosevich, Carol  Public Service Company of New Mexico 
 Riley, Ann  Sandia National Laboratories 
 Salazar, Emily Community Liaison Company/Albuquerque Job Corps 
 Savage, Rick  INNERCO 
 Scott, Noreen  Rio Rancho Economic Development Department 
 Selwyn, Dawn  Bureau of Indian Affairs 
 Talnack, Marie  Small Business Development Center 
 Tangri, Manjeet  City of Albuquerque Planning Department 
 Travelstead, Coleman  Technology Ventures Corporation/Tech. Comm. – The 

National Journal 
 Whitehurst, Charlie  Technology Research Corridor 
 Whitmore, Eric  University of New Mexico 
 Zamora, Rudy  Building Trades Council of New Mexico 

 
The Implementation Team will develop an implementation plan and begin its work of 
communicating specific actions to be taken during the summer of 2005. The first 
meeting of the Implementation Team will take place on July 21, 2005, at the offices of 
Technology Ventures Corporation. More information can be obtained by calling New 
Mexico First at 505-241-4815. Progress of the Implementation Team effort will be 
communicated to members, the media and public officials. Check the New Mexico First 
website, www.nmfirst.org for updated information. 

 
Marc Christensen 

Director of Research & 
Program Development 

June 2005 
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Introduction 
 

MANAGING THE FEDERAL PRESENCE IN NEW MEXICO 
 

 
There are many reasons for holding a Town Hall on the Federal Government presence 
in New Mexico.  
 

1. The federal government unquestionably plays an enormous role in the 
        State’s economy, operating through many complex channels that are not 
        well understood.   
2. After a brief experience with federal budget surpluses, the federal deficit 
        now  exceeds $400 billion – 3.8% of Gross Domestic Product -- and  
        requires sizeable annual interest payments to service the debt.  Pressure to  
        reduce the deficit while funding the war on terrorism and making certain tax   
        cuts permanent is placing severe pressure on the federal budget.1   
3. The federal government under the Bush administration is undergoing 

fundamental changes that will affect the future flow of dollars to the New 
Mexico and may mean significant differences in how programs are 
administered, if indeed they survive the budgetary axe.   

4. The Base Realignment and Closure Commission will be presenting its  
        recommendations for the next round of closures and consolidations in May 

2005.   
5. The contract to run Los Alamos National Laboratory is being put out to bid  
        after years of management by the University of California.   
6. Finally, the State’s two Senators, both of whom have considerable seniority  
        and influence after long and very successful careers in office, will, at some 
        point, likely in the next decade, retire, thus significantly reducing New  
        Mexico’s influence in the U.S. Senate.   

 
In short, New Mexico cannot afford to be complacent.  The State receives enormous 
flows from the federal government.  Consider the following: 
 

1. Federal spending in New Mexico amounted to $18.7 billion in Fiscal Year 2003, 
four times the recently adopted state budget. 

2. Federal spending, directly and indirectly, contributes 25% of the New Mexico 
Gross State Product. 

3. Federal spending directly and indirectly supports 38% of New Mexico jobs and 
compensation. 

                                        
1 President Bush’s 2006 Budget would hold discretionary spending increases to 2%, which is less than 
inflation, while mandatory programs, most of which are entitlements, would be allowed to increase only 
1%.   Defense discretionary programs would increase almost 5%, Homeland Security, 3%, while all other 
discretionary programs would be allowed to increase by less than 1%.  The Budget proposal does not 
include additional spending on our forces and contractors in Iraq, as these expenditures will be covered in 
a supplemental budget request.    
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4. About $5.5 billion of the $18.7 billion is invested in our national laboratories, 
Sandia, Los Alamos and the Phillips Site, and in research at the State’s 
universities. 

5. Of the $18.7 billion, only about $2.7 billion flows through the state 
government, the balance being received directly by individuals, by educational 
institutions, by local government entities, and by private for-profit and non-
profit organizations. 

6. Of the $18.7 billion, 6 major program areas account for 84% of the spending: 
(1). National Research Labs:  $5.2 billion 

  (2). Social Security & Federal Retirement:  $3.7 billion 
  (3). Health Care:  $3.0 billion 
  (4). Military Bases:  $2.3 billion 
  (5). Income Maintenance:  $1.2 billion 
  (6). Sponsored Research at Universities:  $0.35 billion 
  (Spending in all other categories = approximately $2.25 billion)    

7. New Mexico leads the nation in the federal spending returned, $2 for every $1 
in taxes sent to Washington. 

8. New Mexico ranks # 4 in the per capita receipt of federal funding, amounting 
to about $10,000 for every New Mexican. 

9. New Mexico ranks # 10 among the states in the percent of total land under 
federal ownership – 34.1% versus the national average of 29.6%.   

 
On the other hand, despite this generous flow of federal dollars, New Mexico 
consistently ranks at the bottom in terms of per capita income, with the latest figures 
indicating the state is once again 47th among the 50 states.  Our average annual wages 
are 80% of the US.  We consistently rank at the top in terms of the percentage of the 
population and the percentage of children below the official poverty level.  A very large 
percentage of our population is without the benefit of health insurance.     
 
The data in the report suggest many questions for consideration by the Town Hall:  
 

• While New Mexico ranks high in receipt of federal funds, per capita income 
remains low as compared to other states.  Does this suggest that somehow 
federal funds could be better “invested” in order to grow more jobs and 
businesses in New Mexico?  If so, what strategies might work? 

 
• Are requests for federal funds well managed in the state, i.e. is there good 

coordination, and are there state or private agencies that work collaboratively 
to ensure that New Mexico has the best chance of receiving funds?  Is there 
room for improvement and if, so, what strategies might work? 

 
• Has New Mexico done a good job of developing contingency plans in the 

event that a major source of federal funding was lost?  If there’s room for 
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improvement, what might be done and who should pull such a planning effort 
together? 

 
• What strategies and actions might be taken to capture more of the 

procurement work in New Mexico3 and to transfer technologies developed at 
our national laboratories?  What critical ingredients are missing – lack of 
qualified businesses, workforce training, managerial talent, access to capital?   

 
• Priorities for federal funding seem to be shifting.  What do we know about 

these shifts?  How real are they and are there opportunities for New Mexico 
(i.e. the focus on Homeland Security is mentioned by some as a possible new 
area for New Mexico to address)?   

 
• Are there certain kinds of federal dollars that seem to have greater impact 

than others and what are they?  How does New Mexico capitalize on retaining 
or expanding these kinds of funds? 

 
In an effort to stimulate meaningful discussion and debate on these and other 
questions, the Town Hall will assign participants to one of three panel subject areas: 
 

Viable Communities 
Consider the role that federal funding plays in developing and supporting our 
communities as places in which to live, to invest, and to do business, including: 
 
1. Facilities:  military bases, court houses, postal service, other agencies 
2. Land and resources :  maintenance of federal lands, recreation, tourism, 

environmental protection 
3. Infrastructure:  roads, highways, mass transit, aviation, water supply, waste 

water, schools, parks, housing 
4. Income Support:  Social security, TANF, Food Stamps, federal employee 

retirement (military and civilian), agricultural subsidies 
5. Public Safety:  Homeland security, law enforcement, detention facilities, 

emergency management, disaster recovery 
6. Health Care:  Medicare/Medicaid payments to local providers, clinics, rural 

programs, disease prevention and control, drug abuse prevention and treatment 
7. Native American services:  health care, revenue sharing, education 
 

Viable Businesses, Viable Economies 
Consider the role that federal funding plays in developing and supporting our 
economies and in developing new technologies and new markets, including: 
 
1.   Research and development, technology transfer:  national laboratories, contracts 

and grants for university research, federal funding/incentives for private sector 
R&D, SBIRs 

                                        
3    Research indicates that only 60 - 65% of the procurement dollars actually stay in New Mexico. 
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2.   Business development:  SBA, other grant and loan programs, market creation 
(technology transfer, procurement,), tax policies, technical assistance, 
procurement  

3.    Energy development:  research and development, tax incentives, technology 
transfer 

4. Federal lands:  use of lands (extractive industries), use for economic 
development (new/alternative uses), tourism/recreation, Native American land 
use and development 

 
Viable Workforce 

Consider the role that federal funding plays in developing and supporting our current 
and future workforce, including: 
 
1.   Nutrition and health: infant and child nutrition, school lunch 
2.   Pre-School, K-12, Post-Secondary Education:  programs, loans and assistance, 

teacher training, Title I 
3.   Training:  workforce investment, training subsidies, impact assistance, vocational 

training 
4.   Access:  programs for those with disabilities, training for special needs, ADA 

compliance assistance, programs targeted at women and minorities, job locators, 
job search assistance, veterans assistance 

5.   Work Support:  child care, transportation subsidies, targeted assistance and 
training, bilingual education, migrant support.   

 
This report is intended to a background for the discussions which will take place in each 
of the panels on each subject area.  The first chapter presents an overview of the 
federal presence in New Mexico.  The second chapter takes a look at the New Mexico 
economy today and then tries to quantify the economic impacts of federal spending on 
the State’s economy.  The third chapter is a primer on the federal budget process with 
insights on how things work and where one might try to effect changes.  The fourth 
chapter is organized to provide background and perspective for each of the three panel 
subject areas as well as offering a conceptual framework for thinking strategically about 
maximizing the impact of federal spending. 



 5

Chapter 1 
 

OVERVIEW OF THE FEDERAL PRESENCE IN NEW MEXICO 
 
Since 1846 when General Stephen Kearney captured Santa Fe in the war with Mexico, 
the influence of significant federal government presence in New Mexico has been felt.  
This presence has shaped not only our economy but our way of life.  World War II 
resulted in a significant build up of federal facilities and programs, starting in 
1943 when the federal government built Los Alamos as the center for atomic research.  
The need for extensive flight support and test facilities reasonably near Los Alamos led 
to the September 1945 move of units of the Z Division of Los Alamos Laboratory to 
Sandia Base.  This is the predecessor of Sandia National Laboratories, with continuing 
responsibilities in terms of the development and testing of nuclear weapons.  The 
Armed Forces Special Weapons Project was created at Sandia Base to coordinate 
military nuclear activities.  Other responsibilities followed.  The Trinity Site, then part of 
the Alamogordo Bombing and Gunnery Range, was chosen to test the plutonium bomb 
developed by the scientists at Los Alamos.  Crews began arriving at the site in the fall 
of 1944. 
 
Meanwhile, to meet the needs of the war effort, the Alamogordo Bombing and Gunnery 
Range was training bomber crews, and the newly named Kirtland Army Air Field gained 
a reputation for training entire flight crews for the B-17, B-24, and later the B-29 
bombers.  Clovis Army Air Field (later called Cannon AFB) also became a training 
center, offering flying, bombing, gunnery and photographic reconnaissance classes until 
the end of World War II.   New Mexico’s remoteness, its distance from the coast, and 
its small population combined with a terrific resource, its airspace, to make it an 
attractive location for siting flight training programs as well as for developing and 
testing new weapon systems. 
 
The economy of New Mexico in this early period was dominated by agriculture, 
primarily ranching, and by mining.  The federal presence loomed large.   
 
Some 60 years later, the federal government continues to play significant roles in the 
economic activity of the state.   Figure 1.1 below illustrates the various channels 
through which the federal government influences the economy of the state as a whole 
and those of New Mexico communities.  The first channel is through the dollars that 
flow to the state from federal expenditures:  (1) retirement and disability payments to 
individuals (e.g., social security); (2) other direct payments to individuals (e.g., 
Medicare); (3) direct payments other than to individuals (e.g., Indian school 
equalization); (3) grants (block, formula, project, and cooperative agreements) to 
governments, individuals and businesses (e.g., Community Development Block Grants); 
(4) federal procurement (e.g., defense contracts); and (5) wages and salaries for 
federal government civilian and military employees.   Next are the various loans and 
insurance programs that the federal government provides to individuals (e.g., student 
loans), to individual businesses (e.g., crop insurance), and to government entities 
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(loans for water and waste disposal systems).  Less visible perhaps but very important 
are the various incentives and  
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Figure 1.1 

FEDERAL PRESENCE IN NEW MEXICO
FEDERAL GOVERNMENT
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FEDERAL LOANS & INSURANCE

TAX POLICY BENEFITS
OWNERSHIP OF LAND & FACILITIES

 
 
inducements that the federal government provides through its tax policies (e.g., 
personal income tax mortgage interest deduction, accelerated depreciation of 
equipment).   Finally, and critically, are the roles played by the federal government as 
the owner of lands and resources and as the owner/operator of major facilities (e.g., 
military bases). 

 
FEDERAL EXPENDITURES 

 
Composition 
In Federal Fiscal Year 2003 (FY03), the federal governments expenditures in New 
Mexico totaled $18.7 billion.  Figure 1.2 is a pie chart illustrating the composition of 
these expenditures.  Note that the biggest slice of federal expenditures – 31% -- 
involves procurement under which the federal government purchases various goods and 
services to support the federal mission.   Table 1.1 on the next page examines the 
biggest federal programs for each of the categories illustrated in the pie chart.   Note 
that the Department of Energy accounted for $4.2 billion or 73% of the procurement 
dollars coming to New Mexico entities in FY 03.   Much of this funding was for two 
federal laboratories, Sandia National Laboratories (Sandia NL), which is run by 
Lockheed Martin and Los Alamos National Laboratories (LANL), which for many years 
has been managed by the University of California.  Major DOD contractors included 
Honeywell International and New Mexico Technology Group (Newtec).  It is important 
to  
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Figure 1.2 
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note that while the payments for procurement contracts are made to New Mexico 
entities, the dollars stay in New Mexico only to the extent that the work is performed 
here and not performed by an out-of-state subcontractor or at the prime contractor’s 
facilities elsewhere.  Review by UNM Bureau of Business and Economic Research 
(BBER) of technical studies on the New Mexico labs and other facilities indicates that, 
on average, only about 60 - 65% of the procurement dollars stay in the state. 
 
The most important category after procurement is retirement and disability payments, 
which in FY 03 amounted to $4.4 billion, or 23.4% of total federal government 
expenditures.  Social security payments to retirees amounted to $1.7 billion, or 39% of 
the total for this category.  Other social security payments – to those with disabilities 
and to surviving spouses – totaled more than $1 billion (24% of category expenditures), 
with federal military and civilian retirement accounting over $900 million (21%). 
 
Grants --- block grants, those distributed on the basis of formulas, individual project, 
and cooperative agreements – accounted for $4.3 billion, or 23.1% of total federal 
government expenditures in New Mexico.  Grants are an award of financial assistance in 
the form of money, or property in lieu of money, provided directly by the federal 
government. Unlike loans, there is no obligation to repay the funds received as a grant. 
The biggest single program classified under grants is the Medical Assistance Program 
(Medicaid), which, in FY 03 alone, brought $1.6 billion into the State, with an additional 
$60 million for the State Children’s Insurance Program (CHIP).  Almost $400 million was 
received for Highway Planning and Construction from the Federal Highway 
Administration, while some $300 million were shared revenues from the Interior 
Department, primarily mineral leasing payments to the State. 
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Table 1.1 

$ Amount % of Category
TOTAL FEDERAL EXPENDITURES IN NEW MEXICO, FY 03 18,735,880,477     100.0%

RETIREMENT & DISABILITY PAYMENTS FOR INDIVIDUALS 4,387,915,393 23.4%
SOCIAL SECURITY DISABILITY INSURANCE 487,483,825 11.1%
SOCIAL SECURITY RETIREMENT INSURANCE 1,715,422,666 39.1%
SOCIAL SECURITY SURVIVORS INSURANCE 558,516,085 12.7%
FEDERAL RETIREMENT AND DISABILITY PAYMENTS--MILITARY 385,260,000 8.8%
FEDERAL RETIREMENT AND DISABILITY PAYMENTS--CIVILIAN 532,562,268 12.1%

83.8%

OTHER DIRECT PAYMENTS FOR INDIVIDUALS 1,992,137,565 10.6%
FOOD STAMPS 183,505,382 9.2%
FEDERAL PELL GRANT PROGRAM 100,300,888 5.0%
MEDICARE-HOSPITAL INSURANCE 633,649,749 31.8%
MEDICARE-SUPPLEMENTARY MEDICAL INSURANCE 556,878,669 28.0%
UNEMPLOYMENT COMPENSATION BENEFIT PAYMENTS 152,919,002 7.7%
FEDERAL GOVERNMENT PAYMENTS FOR EXCESS EARNED INCOME TAX CREDITS 312,940,000 15.7%

97.4%

DIRECT PAYMENTS OTHER THAN FOR INDIVIDUALS 288,635,770 1.5%
INDIAN SCHOOL EQUALIZATION PROGRAM 24,420,600 8.5%
FEDL EMPLOYEE LIFE/HEALTH INSURANCE PREMIUM PMTS--EMPLOYER SHARE 113,753,328 39.4%
TEMPORARY STATE FISCAL RELIEF FUND 30,929,000 10.7%

58.6%

GRANTS (BLOCK, FORMULA, PROJECT& COOPERATIVE AGREEMENT) 4,322,271,190 23.1%
HIGHWAY PLANNING AND CONSTRUCTION 396,124,881 9.2%
SECTION 8 HOUSING CHOICE VOUCHERS 89,714,999 2.1%
SPECIAL EDUCATION-GRANTS TO STATES 152,158,422 3.5%
NATIONAL SCHOOL LUNCH PROGRAM 60,971,324 1.4%
TITLE I GRANTS TO LOCAL EDUCATION AGENCIES 73,511,427 1.7%
HEAD START 66,226,739 1.5%
TEMPORARY ASSISTANCE FOR NEEDY FAMILIES 122,512,662 2.8%
MEDICAL ASSISTANCE PROGRAM 1,605,649,778 37.1%
STATE CHILDREN'S INSURANCE PROGRAM (CHIP) 60,992,493 1.4%
IMPACT AID 86,552,193 2.0%
INTERIOR DEPT--SHARED REVENUES WITH STATES (INCL MINERAL LEASING ACT) 297,905,000 6.9%

60.5%

PROCUREMENT CONTRACTS 5,818,971,729 31.1%
PROCUREMENT CONTRACTS--DEPT OF DEFENSE 955,369,076 16.4%
PROCUREMENT CONTRACTS--DEPT OF ENERGY 4,229,723,000 72.7%
PROCUREMENT CONTRACTS--U.S. POSTAL SERVICE 68,365,691 1.2%
PROCUREMENT CONTRACTS--ALL OTHER FED GOVT AGENCIES 565,513,962 9.7%

100.0%

SALARIES AND WAGES 1,925,948,830 10.3%
SALARIES AND WAGES--DEPT OF DEFENSE (ACTIVE MILITARY EMPLOYEES) 447,699,000 23.2%
SALARIES AND WAGES--DEPT OF DEFENSE (INACTIVE MILITARY EMPLOYEES) 49,935,000 2.6%
SALARIES AND WAGES--DEPT OF DEFENSE (CIVILIAN EMPLOYEES) 285,688,000 14.8%
SALARIES AND WAGES--ALL FED GOVT CIVILIAN EMP EXCEPT DEFENSE & USPS 889,622,314 46.2%
SALARIES AND WAGES--U.S. POSTAL SERVICE 252,419,501 13.1%

100.0%

Source:  US Census Bureau, Consolidated Federal Funds, FY 03

MAJOR PROGRAMS WITHIN EACH CATEGORY OF EXPENDITURE, FY 03

 
 
 
The third biggest category was Other Direct Payments for Individuals with $2.0 billion in 
expenditures, 10.6% of the total.  Included in this category were $1.2 billion in 
Medicare payments to providers, $184 million in Food Stamps, and $100 million in Pell 
Grants for students enrolled in NM colleges and universities. 
 
Salaries and Wages for federal civilian and military employees amounted to $1.9 billion, 
or 10.3% of total federal expenditures.  Direct Payments Other Than for Individuals 
totaled almost $300 million, or 1.5% of the total.  The biggest single item was the 
federal employer share of health and retirement for federal government employees -- 
$113 million. 
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Figure 1.3 looks at the federal agency composition of federal expenditures in New 
Mexico.  Not surprisingly, four agencies dominate:  Energy, Health and Human Services, 
Social Security Administration, and Defense. 

 
Figure 1.3 

AGENCY COMPOSITION FEDERAL EXPENDITURES, NM FY03
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Figure 1.4 examines whether the recipients for each non-procurement category of 
federal expenditure are private or public or both.   This has implications for the 
development of strategies for economic development.  Note the predominance of public 
among the recipients of grants.    
 

Figure 1.4 
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As noted above, many of the grant dollars in particular are destined for public sector 
entities.  About $2.7 billion in federal funds were received by State agencies during the 
State Fiscal Year 2003.   The Human Services Department, which administers the huge 
Medical Assistance Program as well as TANF and Food Stamp, received almost three-
quarters of the federal funds received by the State.  The State Transportation 
Department accounted for about 11% of the funds received, while Children, Youth and 
Families accounted for just under 5% and the Health Department, 3.4%.  At the same 
time, this means that nearly $16 billion in funds do not flow through the state 
government but go directly to other entities and individuals.  This raises questions as to 
how well pursuit of federal funding is coordinated in the state, whether there are 
duplicative requests, and whether priorities are well understood.   
  

 
Trends Over Time 

 
Figure 1.5 examines the growth in total federal expenditures in New Mexico since FY93.  
The height of the bars represents total federal expenditures in each of the fiscal years 
in current dollars, that is, before adjusting for inflation.  The solid line shows what the 
annual expenditures would have been in FY03 dollars.  Note that overall spending was 
relatively flat in real terms (FY03 dollars) until 2001, when there was a noticeable 
increase.  Over the 10 years from 1993 to 2003, federal spending in New Mexico 
increased 66% before adjusting for inflation and 29% in real terms. 

 
Figure 1.5 

TOTAL FEDERAL EXPENDITURES IN NEW MEXICO
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Figure 1.6 shows total spending by major category after adjusting for inflation.  Note 
that the category accounting for the fastest growth has been Grants, which is 
represented by the heavy dotted line.  Procurement, represented by the heavy line of 
dashes and dots, fell in real terms between 1993 and 1997, with major workforce 



 12

reductions at LANL and also at Sandia NL, and then increased dramatically in 2001.   
Retirement and Disability payments grew steadily in real terms in the 1990’s, as 
generally did Other Direct Payments.  Federal Wages and Salaries have been at best 
fairly flat in real terms. 
 

Figure 1.6 

GROWTH IN FEDERAL EXPENDITURES BY CATEGORY
After Adjustment for Inflation
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In FY 03, the five top programs in terms of expenditures in New Mexico were 
Department of Energy procurement, Social Security, Medicaid, Medicare and 
Department of Defense procurement.  Figure 1.7 illustrates the trends in DOE and DOD 
and other procurement since FY 93 after adjusting for inflation. 
 
Figure 1.8 is from another source, the US Bureau of Economic Analysis data on transfer 
payments to individuals, and it shows the history since 1969 of payments made to/for 
New Mexican residents for Social Security, Medicare and Medicaid.  Medicaid payments 
include State as well as federal dollars, until this year at a federal match rate of 3 to 1.4  
The figures are adjusted for inflation (2003 dollars).  Note the exponential growth of 
Medicaid.  If this trend continues, Medicaid will outpace Social Security in the next few 
years. 
 

                                        
4 The federal match is now 71%, reportedly because of the increase in New Mexico per capita income. 
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Figure 1.7 

FEDERAL PROCUREMENT IN NEW MEXICO
IN MILLIONS OF FY 03 DOLLARS
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Figure 1.8 

   MEDICARE, MEDICAID AND SOCIAL SECURITY PAYMENTS 
TO/FOR NEW MEXICANS ($ 2003)

0

500

1,000

1,500

2,000

2,500

3,000

69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03

$ 
M

ill
lio

ns

   Medicare payments
   Medicaid Payments*
   Social Security

* Consists of medicaid and other medical vendor payments from State and Federal
   Monies (3:1 match federal to state)

Source:  Bureau of Economic Analysis  



 14

New Mexico Compared with Other States 

In FY 03, New Mexico ranked 33rd among the states in total federal government 
expenditure.  Table 1.2 provides figures on how New Mexico ranks in terms of per 
capita federal spending, spending per dollar of federal taxes paid and per capita 
income when compared with other states.  Note that New Mexico ranked 4th among 
the states in the total level of federal expenditures per capita and was 2nd in 
procurement dollars per capita, 5th in grants and 6th in salaries and wages, while 20th 
in retirement and disability and 41st in other direct payments to individuals.   New 
Mexico was, and usually has been, first in terms of federal expenditures per dollar of 
federal taxes paid.  New Mexico ranked 47th in per capita income. 

Table 1.2 

Rank in FY 03
Per Capita Federal Spending:
Total Federal Government Expenditure, FY 03 4

   Retirement and Disability 20
   Other Direct Payments 41
   Grants 5
   Procurement 2
   Salaries and Wages 6

Total Federal Expenditures Per Dollar of Taxes 1

Per Capita Income 47

Source:  U.S. Census Bureau, Consolidated Federal Funds Report for Fiscal Year 2003, Table 14.
              Tax Foundation, State-by-State Tax Burden Allocation Model
              US Bureau of Economic Analysis

NEW MEXICO'S RANKINGS AMONG THE STATES 

 

Given the comparisons with other states shown in Table 2, one cannot help but ask 
“why”. The table raises a number of interesting questions.   Consider New Mexico’s 
number 1 ranking in federal expenditures per dollar paid in federal taxes.  The 
implication might seem to be that NM is getting far more back for its tax dollars than 
other states.  On the other hand, if federal spending has been a good deal for New 
Mexico, why does the state continue to rank at the bottom in terms of per capita 
income (47h in 2003) and at the top in terms of poverty?5  To what extent does New 
Mexico’s number 1 ranking simply reflect the state’s low income levels and 
consequent lower tax liability and higher payments for social welfare programs like 
Medicaid?  New Mexico has significant federal high technology resources, including 
the DOE National Laboratories, the Air Force Research Laboratory, and the Very 
Large Array.  To what extent are these federal facilities enclaves with limited 

                                        
5  US Census Bureau, Current Population Survey 
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linkages to the rest of the New Mexico economy?  In other words, has federal 
spending been adequately translated into economic development or is additional 
work needed to ensure that today’s spending results in tomorrow’s jobs?  Are there 
actions that New Mexico can take to harness federal dollars and the federal 
presence in the state toward sustainable economic development?  

As noted above, New Mexico rankings in terms of federal expenditures have remained 
relatively constant over time.  Figure 1.9 presents data since FY94 on NM federal 
expenditures per capita as a percent of US spending per capita.  Note that NM federal 
procurement per capita has generally been almost 3 times the national average, 
although New Mexico has lost ground in recent years.  Salaries and wages and grants 
have each run about one and a half times the national average.  Retirement and 
disability are right at the national average.  Other direct payments are below – about 
80% of the national average --, primarily because of low Medicare reimbursement 
rates.  
 

Figure 1.9 

PER CAPITA FEDERAL EXPENDITURES IN NEW MEXICO 
AS A PERCENT OF THE US AVERAGE
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Federal Civilian and Military Employment  

Figure 1.10 presents the data on federal civilian and military employment, looking 
both at total federal jobs and federal employment as a percent of total wage and 
salary employment.  Federal civilian employment in New Mexico increased over the 
first two decades depicted but has registered declines in almost every year since  



 16

Figure 1.10 
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1989.  (See the striped bars in Figure 1.10, left axis.)  NM survived relatively 
unscathed during the base re-alignments and closures of the 1990s.  In 1995, 
Kirtland was listed for a major realignment that would have meant the loss of 
thousands of military and civilian jobs, but Kirtland was dropped from the list after re-
calculation of the costs and benefits indicated an unfavorable cost impact for the 
realignment proposal.   While New Mexico thus dodged the bullet and avoided base 
closures, total military employment has fallen in almost every year since 1987.  
(Solid bars in Figure 1.10.)  The solid line in Figure 1.10 looks at total federal military 
and civilian employment as a percent of total wage and salary employment.  The 
percentage share is measured on the right axis.  Overall, federal employment has 
declined absolutely and relative to other wage and salary jobs in the New Mexico 
economy.  Federal jobs, which accounted for some 15% of total wage and salary 
employment in 1969, comprised less than 6% of payroll employment in 2002, the 
latest year for which data is available.   

Because federal workers in New Mexico generally earn more than other workers, they 
account for a disproportionately larger share of total wage and salary worker earnings.   
In 2002, when federal workers were less than 6% of payroll employment, their earnings 
accounted for more than 10% of the earnings of all wage and salary employees in the 
state.  This figure is down from nearly 19% in 1969.   
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Federal jobs and payroll are less important today to the overall economy than they once 
were.  New Mexico has lost federal jobs and associated payroll over the years, and the 
rest of the economy has grown up around the federal presence.  However, as 
mentioned earlier, New Mexico ranks 47th in terms of per capita income. 
 

 
FEDERAL LOANS AND INSURANCE 

 
In addition to the $18.7 billion in expenditures, the federal government in FY03 
provided $3.15 billion in federal loans and insurance for individuals, for families, for 
businesses and for communities.   This aid included $1.6 billion in guaranteed loans, 
some 68% of which went for home mortgages; $171 million for direct loans, primarily 
student loans; and $1.3 billion for insurance, primarily FEMA flood insurance.6 
 
Figure 1.11 looks at the composition of loans and insurance by purpose.  Mortgages 
and mortgage insurance accounted for the largest piece, although a close second was 
the one time special benefits provided to World War II Veterans. 
 

Figure 1.11 
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6 Flood insurance through FEMA was the major program in the Insurance category.  The National Flood 
Insurance Program enables property owners in participating communities to buy flood insurance at a 
chargeable premium rate that is generally lower than the normal actuarial rate. 
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As the above suggests, federal loans and insurance vary from one year to the next.  In 
real terms, the federal commitments for these programs have roughly doubled over the 
decade, but the growth has been concentrated in housing. 
 
Loans and Insurance constitute an important source of support from the federal 
government.  As indicated above, loans may be either direct or guarantees. Direct loans 
are defined as financial assistance provided through the lending of federal monies for a 
specific period of time. Direct loans may or may not require the payment of interest. 
Guaranteed / Insured loans are programs in which the federal government makes an 
arrangement to indemnify a lender against part or all of any defaults by those 
responsible for the repayment of loans. Insurance is financial assistance provided to 
assure reimbursement for losses sustained under specific conditions. Coverage may be 
provided directly by the federal government or through private carriers and may or may 
not involve a premium. 
 
Unlike the other sources of federal expenditures in New Mexico, the values reported by 
the CFFR for loans and Insurance are not always actual expenditures associated with 
the loan or insurance programs.  For example, guarantees made on borrowed funds are 
only collected if the borrower defaults. Much of the funding provided to support the 
home-buyers, small businesses, and students are made by lenders and guaranteed by 
the federal government.  As will be seen in Chapter 4, this is a valuable group of federal 
programs.  However, the dollars in the CFFR for these programs are not comparable to 
the dollars listed for federal expenditures for the simple reason that they do not 
represent an actual inflow to the state.  The dollars for loan guarantees are meaningful 
as a flow to the state only in the event of a default.  Insurance only pays in the event of 
a loss.  Thus, although there were over $3 billion in loans and insurance guarantees 
made in the state, the actual inflow to the state was in all likelihood considerably less..  
 
Table 1.3 shows three categories of federal loan and insurance – direct loans, 
guaranteed loans, and insurance. Shown additionally are the major programs within 
each of these categories. Notable in the direct loan category is the assistance provided 
to students and that to help low and moderate income families obtain housing. 
Guaranteed loans and insurance represent a contingent liability incurred by the federal 
government but are not an inflow to the state7. While these may not be actual inflows 
to the state, the importance of these programs is indicated by the dollar values 
associated with items such as home mortgage insurance and rural electrification loans 
and the mammoth amount in place for flood insurance. 
 

 
 
 

                                        
7 Payments made on claims are shown under direct payments in the CFFR. 
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Table 1.3  

Program Amount
Direct Loans

Student loans 134,773,399
Very low to moderate income housing loans 9,265,133
Water & waste disposal for rural communities 8,887,879
Farm operating 7,162,127
All other direct 10,867,340

Sub total 170,955,878

Guaranteed Loans
Mortgage insurance homes 1,077,907,890
Veterans housing guaranteed & insured loans 166,100,889
Rural electrification loans & loan guarantees. 104,956,208
Federal family education loans 99,494,261
All other guaranteed 181,283,931

Sub total 1,629,743,179

Insurance
Flood insurance 1,256,393,571
Crop insurance 70,944,725
Life insurance for veterans 13,604,000
Bond guarantees for surety companies 3,566,416

Sub total 1,344,508,712

Total Loans & Insurance 3,145,207,769

Source: BBER analysis of CFFR, FY03
UNM Bureau of Business and Economic Research, 2005

FEDERAL LOANS & INSURANCE FY03

 
 

 
FEDERAL TAX POLICY 

 
Federal expenditures and loans and insurance generally have a favorable impact on the 
state’s economy, increasing overall economic activity by increasing what is spent on 
goods and services produced within the state.  The federal taxes paid by New Mexicans 
and by New Mexico businesses, on the other hand, are outflows from the state’s 
economy.  These outflows, or “leakages”, generally reduce the dollars that can be spent 
within the state on locally produced goods and services. 
 
According to the Tax Foundation, New Mexicans and New Mexico businesses paid an 
estimated $8.7 billion in federal taxes in FY 2003.  The largest flows were personal 
income tax payments ($3.9 billion) and payments for social insurance ($3.5 billion).   
The federal corporate income tax generated $661 million, while $484 million was paid in 
federal excise taxes, $101 million in customs, and $61 million in estate taxes.  
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Several provisions of the federal tax code reduce the tax liability of some New Mexicans 
and New Mexican businesses.  These are tax expenditures and they should be viewed 
as federal subsidies.  Quantifying tax expenditures for a particular state is very difficult. 
 

• State and Local Tax Deductibility -- High-income tax payers who itemize 
receive a 30% (top federal PIT rate) refund on their state and local income and 
property taxes.8 

 
• Mortgage Interest Deductibility -- Homeowners can take a mortgage 

interest deduction on their personal income taxes if they itemize their 
deductions.  The deduction can be taken for the homeowner’s primary residence 
and for one vacation property. In this way, the federal government subsidizes 
home ownership and helps support the housing and real estate industries. 

 
• EITC and Child Credits -- These refundable cash credits, which taxpayers can 

receive even if they have limited or no tax liability, go to lower-income workers 
and families.  The effect is to give lower income households more discretionary 
income that they can use for retail purchases and living expenses. 

 
• Child/Dependent Care Credits -- The credits are limited and typically cover 

only a fraction of the cost of providing care, but they are available to households 
without regard to income.   These credits may be viewed as providing subsidies 
to the home health care and child care industries, but they also help families 
make ends meet by offsetting some of the expenses associated with having a job 
outside the home.   

 
• Depreciation and Investment Deductions -- Levels of investment and 

economic activity are supported by these tax incentives.  The deductions 
particularly benefit those industries selling equipment --retail, wholesale, 
manufacturing – as well as those which have large needs for equipment. 

 
To give some sense of the dollars involved, Internal Revenue Service data for 2001 (in 
FY 03 dollars) indicate that the total credits taken by New Mexican taxpayers on their 
personal income taxes, including the childcare credits and the earned income tax credit 
as well as certain credits available to those who report self-employment income, 
amounted to almost $900 million.  However, $286 million of this amount, the 
refundable or excess portion of the earned income tax credit, has already been counted 
as part of federal expenditures under Direct Payments to Individuals. 
 
Total itemized deductions (only itemized deductions are eligible) for calendar 2001 
amounted to $4.6 billion and saved New Mexico taxpayers an estimated $742 million in 

                                        
8 Beginning in tax year 2004, taxpayers filing an itemized return may choose whether to apply the state 
and local tax deduction to their state and local income taxes or to the estimated sales taxes paid during 
the year as well as to property taxes. 
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taxes.  Of this amount, $213 million, or 29%, reflected the tax savings due to federal 
tax deductibility of State and local income and property taxes.  In essence, the federal 
government is paying part of the state and local taxes collected.  The savings accrue to 
the higher income tax payers in New Mexico who get to count a portion of the State 
and local tax payments against their federal tax liability.  In Table 1.4 below, a single 
taxpayer with income of $146,750 (simple case assumes no adjustment, other 
deduction, or credits) would owe $9,315 in NM income tax but the federal government, 
through the itemized deduction, would subsidize $2,608 of that amount, or about 27%. 
 

Table 1.4 
 

Federal Tax 
Rate

NM Income 
Tax

Federal 
Subsidy

0 to 7,150 10% 147 15
7,150 to 29,050 15% 1,311 197

29,050 to 70,350 25% 4,120 1,030
70,350 to 146,750 28% 9,315 2,608

146,750 to 319,100 33% 21,035 6,941

Federal Tax Brackets (Single)

Using 2004 NM PIT rates and 2004 IRS rates; no other adjustments or credits taken

FEDERAL TAX DEDUCTIBILITY FOR NEW MEXICO TAXPAYERS:          
CASE OF A SINGLE FILER

 
 

 
The property tax accounts for a little more than one-fifth of the total federal deduction 
for New Mexico taxes paid.  New Mexico with its low property taxes derives much less 
benefit from federal tax deductibility than do other states.9  New Mexico has benefited 
from the deductibility of income.  Some of this benefit would be lost as marginal State 
personal income tax rates are reduced.  However, beginning in 2004, federal law allows 
taxpayers the option of deducting an estimate of State and local general sales taxes 
(including the gross receipts tax) instead of income taxes.  For New Mexico, this is a 
fortuitous change in the law. 
 
 

OWNERSHIP OF LAND AND RESOURCES 
 
The Federal government and federal government agencies have vast land holdings in 
New Mexico.  Figure 1.12 is a map of these federal holdings.  Note the concentration of 
federal land ownership in the south and southwestern counties of the state and in the 
north and northwestern counties.  By contrast, some counties on the east side have 

                                        
9 For FY 97, according to a study on the Tax Foundation website, New Mexico ranked 48th and 49th 
respectively for property taxes imposed by local governments per capita and per dollar of personal 
income.  The ranking for State property taxes was 14th by both measures but the high ranking is more a 
reflection of the limited use of this revenue source by other states.  The per capita and per dollar of 
personal income rankings were unchanged from the 1980’s. 
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virtually no federal lands.  As illustrated by Figure 1.13, federal lands are owned by the 
US Department of Agriculture (Forest Service), by the Department of the Interior  

 
Figure 1.12 

FEDERAL OWNERSHIP OF LAND IN NEW MEXICO

 
Figure 1.13 
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FEDERAL OWNERSHIP OF LAND BY AGENCY

 
(Bureau of Land Management, National Park Service), by the Department of Defense 
(military bases), and by the Department of Energy (LANL and the WIPP site).  
 
Figure 1.14 puts the federal land ownership in a larger context, by showing State lands 
and Indian lands.    

 
Figure 1.14 
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LAND OWNERSHIP IN NEW MEXICO BY TYPE

 
 

The vast land area owned by the federal government in New Mexico somewhat 
understates federal control of New Mexico resources.  Even when the land is under 
private ownership, the mineral resources underground may be owned by the federal 
government, which can lease the rights to mine those resources.  These are the so-
called “split-estate federal minerals”.  The lands where the federal government owns 
and has leased mineral rights are usually lands that were homesteaded out, typically 
ranchlands, and many of them are adjacent to the national forests and Bureau of Land 
Management lands.  Conflicts between ranchers and local residents and the extractive 
industries -- over access to private lands, over drilling and extraction methods, over 
restoration, and over impairment of water resources -- are becoming increasingly 
common. 
 
Of the 36 million acres of lands holding federally owned minerals, 26.5 million acres are 
federally owned surface rights with the additional 9.5 million acres falling to private 
ownership.  On the 9.5 million acres that are split estate ownership (private surface 
rights, federal mineral rights) the federal government controls the leasing and usage of 
those rights.  Figure 1.15 maps the private land across the state with US mineral rights: 
 

Figure 1.15 
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PRIVATE LAND WITH US MINERAL RIGHTS

 
 
Proximity to federal lands, resources and facilities can be an important asset to a 
community, perhaps providing scenic vistas as well as lands for grazing, for hunting and 
fishing, and for various forms of recreation and a wealth of resources, including timber 
and other forest products, minerals and also water.  Federal lands/resources and 
facilities can generate jobs and income, serving as a significant driver of the local 
economy.  The extractive uses of federal land and resources, including timber, generate 
royalties and fees for the State.  

 
 

FEDERAL ACTIVITY ACROSS THE COUNTIES 
 
Table 1.5 on the next page provides detail on federal expenditures for all New Mexico 
counties in FY03.  The table presents the per capita federal expenditures by category 
and indicates how each county ranks relative to other counties.  The last two columns 
of the table present the 2002 per capita income amounts and the corresponding county 
rankings.   Note that Los Alamos, with LANL capturing a very large inflow of 
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Table 1.5 
 

$ Ranking $ Ranking $ Ranking $ Ranking $ Ranking $ Ranking $ Amount Ranking
Bernalillo 11,579     3              2,524       14            874          19            1,599       18            4,933       2              1,649       3 30,204      3
Catron 8,060       17            3,816       3              691          26            1,775       16            492          11            1,287       5 15,769      30
Chaves 5,816       25            2,514       15            1,002       16            1,719       17            224          14            357          22 22,727      9
Cibola 4,548       30            1,787       30            377          33            839          33            800          10            745          10 16,221      29
Colfax 5,952       24            2,962       10            1,102       14            1,512       22            147          17            230          28 21,961      11

Curry 9,291       6              2,492       17            1,384       7              1,527       21            921          8              2,967       2 23,984      6
DeBaca 8,135       14            3,704       4              1,670       5              2,315       12            113          22            332          23 20,299      17
Dona Ana 6,813       21            2,080       24            851          20            1,443       25            1,634       5              805          7 20,573      15
Eddy 8,416       10            2,510       16            1,138       13            1,574       19            2,661       3              534          13 23,763      8
Grant 6,448       22            3,215       6              1,167       10            1,548       20            123          21            396          20 19,762      19

Guadalupe 12,299     2              2,353       21            1,154       12            8,268       1              102          24            423          18 14,415      33
Harding 10,902     4              4,084       2              2,369       2              3,436       6              202          15            809          6 17,107      28
Hidalgo 8,078       16            3,213       7              1,347       8              3,027       9              30            31            461          16 17,471      26
Lea 4,699       29            2,015       28            1,257       9              1,283       29            27            33            116          32 22,503      10
Lincoln 5,354       27            2,928       11            750          23            1,287       28            125          20            264          27 21,289      12

Los Alamos 111,022   1              1,601       33            537          32            1,330       26            106,750   1              803          8 48,485      1
Luna 5,514       26            2,719       13            1,034       15            1,288       27            176          16            298          25 17,195      27
McKinley 8,166       13            1,611       32            668          28            3,366       7              931          7              1,590       4 15,299      31
Mora 9,000       7              2,722       12            827          22            4,952       2              76            28            424          17 15,028      32
Otero 10,043     5              2,988       9              677          27            1,071       30            2,133       4              3,173       1 19,459      22

Quay 8,620       8              3,211       8              2,278       3              2,765       10            58            29            309          24 19,314      23
Rio Arriba 7,034       20            2,060       26            936          18            3,293       8              326          12            419          19 19,537      20
Roosevelt 7,415       19            2,165       22            2,906       1              2,084       14            86            27            174          30 23,792      7
San Juan 4,706       28            1,954       29            560          31            1,023       31            49            30            163          31 25,211      4
San Miguel 7,947       18            1,721       31            726          25            1,473       24            137          18            649          11 20,511      16

Sandoval 3,748       33            2,146       23            1,163       11            4,279       3              93            26            265          26 19,851      18
Santa Fe 8,601       9              2,380       18            649          29            3,994       4              1,059       6              520          14 32,932      2
Sierra 8,133       15            4,214       1              1,573       6              1,854       15            105          23            386          21 19,207      24
Socorro 8,282       12            2,062       25            956          17            3,912       5              816          9              536          12 18,577      25
Taos 6,299       23            2,374       20            730          24            2,366       11            315          13            514          15 20,912      13

Torrance 4,398       31            2,034       27            587          30            1,479       23            101          25            197          29 19,521      21
Union 8,377       11            3,387       5              1,917       4              2,190       13            128          19            754          9 24,751      5
Valencia 4,358       32            2,375       19            837          21            1,010       32            28            32            107          33 20,598      14

New Mexico 9,995       2,341       1,217 2,306     3,104       1,027     24,823    
Source:  US Bureau of Economic Analysis, State and Local Per Capita Income, 2002; US Census Bureau, Consolidated Federal Funds Report for Fiscal Year 2003

Grants Procurement
Salaries

and Wages

NEW MEXICO COUNTIES FY03 PER CAPITA FEDERAL EXPENDITURES  AND 2002 PER CAPITA INCOME

Total Federal 
Expenditures

Per Capita Federal Expenditures
Per Capita 

Income 2002
Retirement

and Disability
Other Direct

Payments
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procurement dollars, has the highest per capita federal expenditures and that it also 
has the highest per capita income.   By contrast, Guadalupe County, which is ranked 
second in terms of per capita federal dollars, had the lowest per capita income among 
the counties.  Guadalupe County’s high ranking reflected a very large volume of grants 
per capita.  Almost $40 million of the federal grants flowing to Guadalupe County came 
from two federal agencies, Health and Human Services and Transportation.  (See 
Appendix B for detail on each of the counties.)  As is true nationally, there appears to 
be little if any correlation between the total amount of federal funds received and a 
county’s per capita income.  Once again, this raises a question as to how federal dollars 
translate into economic development and whether there are certain federal program 
dollars that have a more significant impact in terms of growing the economy than 
others. 
 
Figure 1.16 below maps the growth in federal expenditures by county between FY 95 
and FY 03. 

 
Figure 1.16 

GROWTH IN FEDERAL EXPENDITURES BY COUNTY 
FISCAL YEARS 1995 - 2003

 
 
More details on flows of federal dollars to each of the counties and the top five agencies 
responsible for these expenditures can be found in Appendix 1.A.
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Reliance on federal government employment and wage and salary income varies 
considerably across the state.   As Figure 1.17 illustrates, in Otero, Catron, McKinley, 
and Curry Counties, federal jobs, civilian and military, comprise from 11% to 30% of all 
wage and salary jobs.10   In the cases of Otero and Curry County, the jobs are 
associated with military bases.  On the other end of the spectrum, in more than half of 
the counties (18), federal government employment accounts for at most 4% of the wage 
and salary jobs.  The statewide average is 6%.  It should be noted that the comparison 
is made with total wage and salary employment to reflect the importance of the federal 
government as an employer.  Many people are self-employed.  Indeed, in Catron 
County, farm and non-farm proprietors make up 54% of total employment.  

 
Figure 1.17 

 
2002 FEDERAL EMPLOYMENT AS A SHARE OF 

TOTAL WAGE AND SALARY EMPLOYMENT 

 
 

 

                                        
10  It is important to note that farm and nonfarm proprietors – the self-employed – are not included in this 
calculation.   
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Because federal jobs typically compensate more generously than private sector jobs, 
the local dependence on the federal government is somewhat understated by the 
figures on employment.  Figure 1.18 presents a map showing county dependence on 
federal earnings as a share of total earnings for wage and salary workers.  Note that in 
eight counties federal earnings constitute 11% or more of total payroll employee 
earnings.  In Catron County, where opportunities for wage and salary employment are 
limited, the figure is close to 50%.  On the other hand, there are only seven counties in 
which earnings from federal employment count for 4% or less of total wage and salary 
worker earnings.11    

 
Figure 1.18 

 
2002 FEDERAL EARNINGS AS A SHARE OF THE 

TOTAL EARNINGS OF WAGE AND SALARY EMPLOYEES 

 

                                        
11 In Los Alamos County, LANL salaries are University of California, not Federal. 
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Chapter 2 
 

ECONOMIC IMPACT OF FEDERAL FUNDING ON NEW 
MEXICO 

 
Chapter 1 presented figures on total federal expenditures in the State of New Mexico.  
This chapter examines the economic impact of these federal expenditures on the 
economy of New Mexico.  The first section provides a snapshot of the New Mexico 
economy using various measures of economic performance.  The second section 
presents a traditional economic impact analysis of the impact of federal spending on the 
New Mexico economy.  The third section looks at the impacts of different types of 
federal expenditures. 

 
THE NEW MEXICO ECONOMY TODAY 
 
Employment 
In 2004, total employment – farm and nonfarm, payroll and self-employed, civilian and 
military -- in New Mexico approached 1 million.  Table 2.1 provides the details on the 
sectoral composition of employment in New Mexico and the Albuquerque MSA, which 
now includes Bernalillo, Sandoval, Torrance and Valencia Counties, and offers a 
comparison with the US.  Federal civilian and military employment is highlighted.   
  

Table 2.1 
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Number % of Total Number % of Total 1000s % of Total

Natural Resources & Mining a a 14,992     1.9 591         0.4            
Construction 25,755     6.9           50,117     6.3 6,964      5.3            
Manufacturing 22,600     6.1           35,908     4.5 14,329    10.9          
Wholesale Trade 12,800     3.5           22,133     2.8 5,655      4.3            
Retail Trade 42,942     11.6         92,258     11.7 15,035    11.4          
Trans, Warehousing  and Utilities 10,492     2.8           23,283     2.9 4,820      3.7            
Information 9,442       2.5           14,625     1.8 3,138      2.4            
Financial Activities 19,167     5.2           34,592     4.4 8,052      6.1            
Professional and Business Services 59,225     16.0         90,275     11.4 16,414    12.5          
Educational and Health Services 45,175     12.2         102,458   13.0 16,954    12.9          
Leisure and Hospitality 36,342     9.8           82,667     10.5 12,479    9.5            
Other Services 11,917     3.2           29,075     3.7 5,431      4.1            
Federal Government 14,033     3.8           29,658     3.8 2,728      2.1            
State Government 24,042     6.5           67,300     8.5 4,985      3.8            
Local Government 36,800     9.9           101,383   12.8 13,905    10.6          
Total Nonfarm Employment 370,732   100.0       790,724   100.0 131,480  100.0         
Total Nonfarm Employment 370,732   82.5         790,724   79.4         131,480  80.2          
Non-Farm Proprietors (Self-Employ) b 69,600     15.5         167,200   16.8         27,429    16.7          
Total Farm Employment b 2,450       0.5           21,300     2.1           3,075      1.9            
Estimated Military Employment c 6,692       1.5           16,800     1.7           1,954      1.2            

Estimated Total Employment 449,474   100.0       996,024   100.0       163,938  100.0        

a  Combined with construction for reporting purposes. 
b  Bureau of Economic Analysis estimates for 2002.
c  New Mexico numbers were forecast using the FOR-UNM model.  US figures are Bureau of Economic Analysis estimates for 2002.

Source:  New Mexico Department of Labor, US Bureau of Labor Statistics, US Bureau of Economic Analysis

COMPOSITION OF TOTAL ESTIMATED EMPLOYMENT, 2004
ALBUQUERQUE MSA, NEW MEXICO, US

Albuquerque MSA New Mexico United States

 
The two accounted for less than 5% of estimated total employment for New Mexico and 
the Albuquerque MSA and less than 3% of estimated total employment in the US.  Of 
course these figures dramatically understate the employment supported by the flow of 
federal dollars into New Mexico.  Sandia NL and LANL alone have some 20 thousand 
workers on their payroll or under contract.  
 
The New Mexico economy has become much more diversified over time.  While 
ranching is still the way of life in some communities, the farm sector today accounts for 
a little over 2% of all employment in the state, down from 5.5% in 1969.  The natural 
resources and mining industries account for less than 2% of total New Mexico nonfarm 
employment  -- a large percent only when contrasted with the US figure of 0.4% --, 
although this is still a very important industry for some regions of the state and is a 
major generator of revenues for State government.  Mining employment peaked at 
5.5% of total employment in 1981.   New Mexico has never had a large presence of 
manufacturing industry, and in 2004 manufacturing accounted for less than 5% of 
payroll jobs versus almost 11% nationally.  In contrast with the nation as a whole, 
where manufacturing jobs in 1969 accounted for 22.5% of total employment, twice the 
share today, manufacturing in New Mexico has maintained its share of total 
employment. 
 
Government at all levels plays a larger role in the New Mexico economy than is true 
elsewhere in the country.  Government jobs account for fully one quarter of all nonfarm 
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payroll jobs in the state, versus 16% nationwide.  The federal figures have already been 
mentioned.  State jobs are 8.5% of nonfarm employment in New Mexico versus 3.8% 
nationally.  These state jobs in New Mexico include employment at LANL, which is 
operated by the University of California.  The state in New Mexico has also assumed 
responsibilities that elsewhere are delegated more to local governments or assumed by 
the private sector (e.g., higher education).  State employment has grown as 
enrollments at higher educational institutions have expanded with the advent of the 
lottery scholarship program.  Local government employment now includes tribal 
employment and has experienced rapid growth from the expansion of the casinos.   
 
Personal Income 
Total personal income in New Mexico in 2004 is estimated to be almost $50 billion.  
Figure 2.1 on the next page provides the breakdown by sources of income.   Note that 
wages and salaries and other labor income (i.e., benefits) together account for more 
than 60% of the total.  Proprietors, farm and nonfarm, comprise 7% of total personal 
income.  Interest, dividends and rents make up about 15%.  Transfers, which include 
social security payments and federal retirement income (34%), Veteran benefits (4%), 
Medicare, Medicaid and other medical payments (40%) as well as unemployment (4%) 
and various income maintenance programs, including TANF cash assistance and Food 
Stamps (11%), account for 18% of total personal income.  
 
As has been noted, New Mexico now ranks 47th among the states in per capita 
income.   New Mexico per capita income in 2003 and 2004 was a little less than 80% of 
the US average, up from 75% in 2000.  Average annual wages, which were once almost 
95% of the US average, are today just above 80%. (See Figure 2.2.) The deterioration  
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Figure 2.1 

COMPOSITION OF NEW MEXICO PERSONAL INCOME 
ESTIMATED 2004
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2004 PERSONAL INCOME = $49.9 BILLION

Source:  Bureau of Economic Analysis,
                BBER FOR-UNM, Jan 2005

 
Figure 2.212 

NEW MEXICO PER CAPITA INCOME AND AVERAGE WAGE
AS A PERCENT OF US
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12 The data used to prepare this chart were released prior to the March 28, 2005 BEA revisions.  New 
Mexico total personal income had a significant downward revision concentrated in dividends, interest and 
rents.  New Mexico per capita income was reduced accordingly, and is now less than 80% of the US. 
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is almost entirely in private wages.  Federal civilian and military pay averaged 110% of 
the US in 1969 (civilian was at 97%, military at 121%), falling to 100% in 1978.  The 
total has fluctuated up and then back down over the years since then and was about 
103.5% in 2002, with civilian earnings at 95% and military at 117%. 
 
Gross State Product 
The latest figures indicate New Mexico Gross State Product (GSP) totaled $57 billion in 
2003.  A sectoral breakdown for 2002 is provided in Figure 2.3 below.   GSP is a 
measure of the total production in the state and is equal to the total value added in 
production.  The total is net of the value of any goods and services used as inputs to 
production but produced elsewhere.  By definition, value added equals total 
compensation to employees plus returns to capital (gross operating surplus in the 
current parlance) plus indirect business taxes (taxes on production and imports less 
subsidies).  Note that federal government civilian and military activity only accounts for 
about 6% of the total value added.  This total, however, only reflects federal 
government activity when the federal government is the employer and is directly 
providing services. 
 

Figure 2.3 
COMPOSITION OF NEW MEXICO GROSS STATE PRODUCT 
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Mining               
8.4%

Construction 
3.8%

Wholesale & retail trade 
12.0%

2002 Total = $53.5 Billion Source:  Bureau of Economic Analysis  
 
 
 

ECONOMIC IMPACT OF FEDERAL EXPENDITURES ON NEW MEXICO  
 
This section presents a traditional economic impact analysis of federal expenditures on 
New Mexico.  The methodology involves standard techniques used in regional economic 
analysis.  The model used is the IMPLAN Pro 2 Model, as described in Appendix 2.A.  It 
is important to note that this is a comparative static analysis.  Basically, the analysis 
focuses on the total additional economic activity – jobs, income output -- supported 
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directly and indirectly by the flow of federal dollars into the state.  The analysis is 
confined to federal expenditures in the state.  Loan programs are not considered, even 
though such programs can improve access to capital markets, enable students to 
pursue a college degree, etc.   No effort is made here to examine the dynamic effects 
of the federal presence on New Mexico (e.g., technologies transferred from the national 
laboratories, investments made in human capital) nor to look at the incentives or 
disincentives provided by the myriad of federal laws and regulations and embedded in 
the complexities of federal tax policy. 
 
Table 2.2 summarizes the results of BBER’s analysis of the economic impacts of federal 
expenditures on the New Mexico economy.  Following the analysis presented in the 
previous section, three types of impacts are analyzed:  (1) wage and salary 
employment; (2) employee compensation; and (3) output.  In each instance, the first 
round effects are presented and then the total effects.   
 

Table 2.2  

First Round Total First Round Total First Round Total

Social Security & Retirement 27,007         46,753         625.2           1,185.9        3,354.1        4,849.0        
Direct Payments for Individuals & Others 23,868         42,001         823.4           1,324.9        2,130.5        3,470.4        
Grants 65,213         91,454         2,129.4        3,047.1        4,235.8        6,724.0        
Procurement a 41,511         68,909         2,135.2        3,406.5        3,681.1        5,754.5        
Wages and Salaries b 45,822         67,700         1,925.9        2,472.9        1,925.9        2,499.5        

Federal Expenditure Impacts 203,421      316,817     7,639.1      11,437.2    15,327.5      23,297.5      
Total Value Added c 7,639.1        11,437.2      8,894.8        13,646.7      

FY 03 New Mexico Totals 837,142 837,142 30,092.5 30,092.5 55,771.0 55,771.0
Federal as a % of New Mexico 24.3% 37.8% 25.4% 38.0% 15.9% 24.5%

a  First round effects assume 63% of the procurement dollars are spent in New Mexico.

Bureau of Business and Economic Research Estimates

ECONOMIC IMPACTS OF FEDERAL GOVERNMENT EXPENDITURES IN NEW MEXICO, FY03

 Gross State Product      
$ Millions 

Wage & Salary 
Employment

Total Compensation      
$ Millions

b  Compensation for this category includes only wages and salaries.  Benefits paid by the employer are a separate line item under 
direct payments for individuals and others.
c  Since Gross State Product is a measure of value added in the state it is necessary to take only that output which is value added and 
to exclude the value of inputs to the production process that are purchased out-of-state.

Output                  
$ Millions

Wage & Salary 
Employment

Total Compensation      
$ Millions

 
 

 
To understand the total impacts, consider Medicare expenditures.  The patient goes to 
see her doctor who is reimbursed for the visit by Medicare.   The first round effects 
relate to the provision of services to the Medicare patient and result in a payment to the 
doctor’s office.  The doctor’s office will use its income from patient revenues including 
Medicare to stock certain supplies (e.g., paper for examining tables) necessary to 
provide patient care.  In purchasing these various supplies, the doctor’s office will 
provide revenue for other businesses to stock up with supplies and to meet payroll for 
their employees.  The doctor and other employees in her office receive monthly 
paychecks at least in part paid out of Medicare payments received.  These employees 
and those of the businesses from whom the office purchases goods and services will 
then go out and purchase various goods and services, thereby supporting additional 
employees in the economy. In this way, Medicare payments ripple through the 
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economy supporting additional employment and earnings and expanding the total 
output produced.  The total impact of Medicare is the sum of the first round effects and 
the various secondary effects as this initial spending stimulates additional activity in the 
economy.  The total effects reflect the operation of the multiplier:  the total amount of 
economic activity – jobs, income, output – supported is greater than those supported 
directly by the federal expenditures. 
 
The presentation of the results of the economic impact analysis uses the broad 
categories of federal spending discussed in Chapter 1.  The analysis indicates that 
federal expenditures directly and indirectly support some 317 thousand jobs in the New 
Mexico economy -- 37.8% of total wage and salary employment in the four quarters 
that comprised FY 03.  In terms of compensation, federal expenditures in FY 03 
supported directly and indirectly $11.4 billion, or 38% of total New Mexico wage and 
salary earnings and employee benefits.  Output is trickier.  Recall that gross state 
product is the total value added in the economy.  To make a comparison with gross 
state product it is necessary to calculate the amount of output supported by federal 
spending in the New Mexico economy that is value added.  For FY 03, BBER calculations 
using the IMPLAN model indicate that the total value added by federal spending was 
$13.6 billion, or almost one quarter of gross state product in that fiscal year. 
 
In addition to the impacts created by federal funds flowing into the state, there are 
partially offsetting negative impacts associated with funds flowing out of the state to 
the federal government.  As noted in Chapter 1, an estimated $8.7 billion in federal tax 
payments leave the state.  While New Mexico is a net recipient of federal funds, it is 
important to acknowledge the outflow.13  Some of this outflow is accounted for in the 
estimated impacts of federal spending in this chapter in that these estimates are all net 
of the federal taxes paid at each round.  The IMPLAN input/output model accounts for 
federal taxes paid and BBER has made additional adjustments for salaries, wages and 
direct payments.   
 

 
ECONOMIC IMPACTS OF DIFFERENT TYPES OF FEDERAL PROGRAMS 

 
Out of several thousand programs under the purview of the federal government, 671 
are active in New Mexico.  Despite this large number a few programs make up the bulk 
of the federal dollars.  Procurement and Salaries & Wages are considered single 
programs and make up one third of the total money.  BBER has segregated out several 
programs and categorized them into groups of particular interest:  Military Bases, 
Research Laboratories, Research Universities, Health Care, Social Security and 
Retirement and Income Maintenance.  These programs, shown in Table 2.3, make up 
84% of all of the program money (not including loans and insurance). 

 

                                        
13 The Tax Foundation estimates that NM receives almost $2.00 in federal expenditures for every dollar in 
federal taxes.  This calculation, however, includes money that may come to the state but only nominally 
as in the case of one-third of federal procurement. 
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Table 2.3 

FY03 $M
Federal 
Funds

Military Bases 2,316        
National Research Labs 5,153        
Sponsored Research at Universities 345           
Health Care 3,014        
Income Maintenance 1,151        
Social Security & Federal Retirement 3,679        

Total 15,657      

Total Federal Funds 18,736      

Share 84%

UNM Bureau of Business and Economic Research, 2005

MAJOR FEDERAL PROGRAM AREAS

Source: Census Bureau, Consolidated Federal Funds 
Report, FY2003; BBER

 
 

 
Methodology 
The tables in this section of the chapter each have several components.  The direct 
expenditures are directly from the Census Consolidated Federal Funds Report (CFFR) 
for FY2003, with the exception of the figures for research universities, which are based 
on annual financial reports for the individual schools or estimated from the CFFR.  The 
direct and contractor employment numbers come from existing economic impact 
reports when available.  This is the case for the labs and the military bases.  The direct 
numbers for the research universities assume that total faculty and other employee 
headcounts are proportionate to the share of federal funds in total revenues for each 
university.  IMPLAN was used to estimate the first round effects.for the health care, 
retirement and income maintenance programs.14   
 
Military Bases 
New Mexico has four military bases, which are significant economic drivers particularly 
for their immediate communities.  Two of them are in southeastern New Mexico—
Holloman and White Sands Missile Range; Cannon is in Clovis on the east side of the 
state; and Kirtland Air Force Base is in Albuquerque.  Table 2.4 shows the impact of the 
military bases. 
 

 
 
 

                                        
14 These have been calculated by assigning IMPLAN industrial sector codes to procurement and grant 
expenditures and personal consumption expenditure patterns to direct payments to individuals.  For 
example, the Medicaid grants to the states were assigned sector codes and shares based on the Center 
for Medicare and Medicaid Services breakdown of dollars spent while social security payments to 
individuals was assigned a spending pattern appropriate for retiree consumption. 
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Table 2.4 

Military Bases
Direct 

Employment 
Contract 

Employment
Total 

Employment

Direct 
Compensation

($Millions)

Total      
Compensation

($Millions)
Cannon Air Force Base 166.3                  3,898             497              5,905             130.6 180.4                  
Holloman Air Force Base 281.8                  5,351             1,017           8,855             244.2 317.6                  
Kirtland Air Force Base * 1,322.1               8,508             10,206         31,177           497.4 1,151.9               
White Sands Missile Range 545.6                  3,061             3,150           11,945           179.3 461.8                  
Total 2,315.8               20,818           14,870         57,881           1,051.4              2,111.7               

Source: NMSU report on Military Bases, Kirtland AFB,  BBER calculations using Implan
UNM Bureau of Business and Economic Research, 2005

Federal Expend 
($Millions) 

ECONOMIC IMPACT OF NEW MEXICO MILITARY BASES, FY 03

* Sandia National Laboratories and Phillips Research Site have been removed from Kirtland AFB and are included under research 
laboratories.

 
 
These bases directly employ over 35,000 employees including military and civilian 
employees and contractor employees working on-site.  The impact of military bases is 
treated differently from other economic entities.  There are two parts to the impact: the 
impact of the spending on goods and services to support the base’s operation and the 
spending of the people stationed there.  Many of the military personnel live on base and 
shop on base where the costs of goods are subsidized (generally offered at cost rather 
than a typical retail markup).  These are considered leakages since they do not directly 
impact the community.  The civilian personnel and the contractors, however, do not 
have these attributes and are treated as normal households.  Overall, the military bases 
support 54,110 jobs and $1.8 billion in income. 
 
Research Laboratories 
Of these groups, the largest share is for the national research laboratories—Los Alamos 
National Laboratory (LANL), Sandia National Laboratories (Sandia NL), and the Phillips 
Research Site (PRS), which includes the Air Force Research Laboratory and is located at 
Kirtland AFB.   Sandia NL and LANL are Department of Energy (DOE) facilities, and 
Lockheed Martin and the University of California have procurement contracts with DOE 
to operate their respective facilities.  Both labs receive relatively small amounts of 
funding from other sources but the impacts of other federal revenues are not included 
in this analysis.  Table 2.5 shows the impacts. 

 
Table 2.5 

Spending in NM 
($Millions) b

Sandia National Laboratory 2,114.7               1,161.6               7,408               20,812           761.9                 1,211.6             
Los Alamos National Laboratory 2,004.6               1,453.1               8,300               25,068           722.2                 1,201.2             
Air Force Research Laboratory c 1,033.4               284.7                  1,166               4,451             92.1                   218.2                

Total 5,152.8               2,899.4               16,874             50,331           1,576.2              2,630.9             

a  Sandia NL and LANL include only DOE monies.
b  Estimated by BBER based on other studies.
c  Direct employees only, although Sandia NL has 2,160 and LANL some 3,000 in contractor employees.
c  AFRL has a relatively small staff and a large number of contracts with private companies that employ many people.

Source: Sandia National Laboratories, Los Alamos National Laboratories, AFRL; BBER calculations using Implan
UNM Bureau of Business and Economic Research, 2005

Federal Expend 
($Millions) a

Direct 
Compensation

($Millions)

 Total 
Compensation  

($Millions) 
Direct 

Employment c
Total 

Employment

ECONOMIC IMPACT OF NATIONAL RESEARCH LABORATORIES ON NEW MEXICO, FY 03
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Note that only dollars spent in New Mexico are included in the analysis.  Direct 
employment at Sandia NL and LANL are 7,400 and 8,300 respectively, while 
contractors add another five thousand jobs.  Overall, the $5.2 billion the federal 
government spends on the research laboratories, $2.9 billion of which stays in New 
Mexico, support over 50,000 jobs and $2.6 billion in earnings in New Mexico.  The 
contactors and high-tech suppliers are some of the highest paying companies in New 
Mexico.   
 
In addition to these direct impacts, it is important to note that all of the labs have 
technology transfer programs. These programs provide additional economic impacts 
that are not shown here as the central principle behind technology transfer is to spin-
out promising ideas into companies that serve a broad market.  A recent study by BBER 
on the Science and Technology Corporation at the University of New Mexico analyzed 
the markets of spin-off companies to demonstrate the impact of these select companies 
and the program itself.  The conclusion drawn from that report is that, while the 
impacts may be unknown or small due to the infancy of the companies, the spin-offs 
were in important high-wage sectors that held promise for the development of New 
Mexico’s economy. 
 
Research Universities 
There are three research universities in New Mexico that receive significant federal 
funds (excluding scholarship and federal student loans): University of New Mexico in 
Albuquerque, New Mexico State University in Las Cruces and New Mexico Institute of 
Mining and Technology in Socorro.  The dollars received from the federal government 
largely go to support research programs in technology, agriculture, and basic sciences 
and research.  Estimated impacts are shown in Table 2.6 below.  Direct impacts were 
determined by applying the ratio of federal funds to total revenues to the headcount of 
faculty and other employees at each university, including students.15   The $344.7 
million invested in research at the universities supports almost 12,000 jobs and almost 
$400 million in income in New Mexico. 
 

Table 2.6 

Research Universities
First Round 
Employment 

Total 
Employment

Total      
Compensation

($Millions)
New Mexico State University 126.3                  1,210             4,231           70.7                137.7                 
University of New Mexico 177.3                  2,591             5,938           104.9              193.3                 
New Mexico Mining and Tech 41.2                   466                1,379           22.5                44.9                   

 
Total 344.7                  4,267             11,548         198.0              375.8                 

Source: UNM, NMSU, BBER calculations for NMMT; BBER calculations using Implan
UNM Bureau of Business and Economic Research, 2005

ECONOMIC IMPACT OF UNIVERSITY FEDERAL SPONSORED RESEARCH, FY 03

Federal Expend 
($Millions) 

First Round 
Compensation

($Millions)

 

                                        
15 UNM Research excludes federal money for UNM Hospitals.  Only the main campus is included in the 
analysis. 
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In addition to these direct impacts, it is important to note that research universities are 
crucial in the transfer of technology out of basic research and science and into the 
commercial market place.  Like the labs, these institutions have technology transfer 
programs that provide additional economic impacts that are not shown here  
 
 
Health Care 
With over $3 billion in expenditures, the federal government is essential to the provision 
of health care services in New Mexico.16  In addition to Medicare and Medicaid 
spending, there are also programs that support public clinics, training of health service 
professionals and support for Indian health services.   
 
The Medicaid Program (or Medical Assistance Payments), categorized under Grants, is 
by far the largest of the health care programs.  The program is administered by the 
State which must put up the State’s share, now 29% of the total for most of the care 
provided to eligible low income citizens.  The most recent figures on Medicaid spending 
were for 1999 and indicated that 29% of the Medicaid dollar in New Mexico went for 
nursing home care, which care is strictly limited under Medicare, with another 17% 
going for home health care.  The latter category of spending has increased dramatically 
since the State opened up the personal care option (2000), which allows people to be 
taken care of in their homes.  Family members often qualify as caregivers and are 
compensated by Medicaid.  BBER estimates that the federal dollars for Medicaid 
supports almost 25,000 individual health care workers in New Mexico. 
 
Medicare makes up most of the remainder of the Health Care category.  These are 
payments that are made directly to the health care providers for the health needs of 
elderly New Mexicans.  The employment supported directly by these reimbursements is 
approximately 10,000 full or part-time employees. Together with Medicaid and the other 
health care programs listed in Table 2.7, the federal government directly supports 
35,268 health service jobs, or roughly one in three in New Mexico.  Total employment 
supported in New Mexico is just under 60,000, and this does not count employees 
supported directly or indirectly as a result of the care provided under the Indian Health 
Service nor under the Veterans Administration. 
 
 
 
 
 
 
 
 
 
 

 
                                        
16 The quantitative analysis which follows does not include the Veterans Administration Hospital and 
clinics nor the Indian Health Service facilities and payments for services.   
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Table 2.7 

(FY 03)
1,190.5          9,449             19,219           362.3                    617.3                   

113.8             446                728                10.9                      18.6                     

28.5               112                182                2.7                        4.7                       
1,605.6          24,940           39,099           706.5                    1,066.0                

61.0               239                390                5.9                        10.0                     

6.0                 24                  38                  0.6                        1.0                       

8.9                 35                  57                  0.9                        1.5                       

Total 3,014.4          35,244           59,714           1,089.7                 1,719.0                

UNM Bureau of Business and Economic Research

Total 
Expenditure 
($Millions)

ECONOMIC IMPACTS OF FEDERAL SPENDING ON PATIENT CARE, FY 03

 Total 
Compensation 

($Millions) 
Direct 

Employment
Total 

Employment

Direct 
Compensation

($Millions)
Medicare
Fed Share Emp Life/Health 
Insurance Premium Payments
Community Health Centers

State Children's Insurance Program 
(SCHIP)

Medical Assistance Program 
(Medicaid)

Maternal And Child Health Services 
Block Grant
Block Grants For Prevention And 
Treatment Of Substance Abuse

Source:  US Census Bureau, Consolidated Federal Funds Report, FY 03; CMS, Office of the Actuary, for Medicare and Medicaid 
calculations

 
 

 
Income Maintenance -- Social Security and Federal Retirement 
Social security and federal retirement and disability payments are a reliable, large and 
growing injection into the spending streams of New Mexico communities.  The 
payments to federal employees who have chosen to retire in the state are significant in 
dollar amount.  The retirees receiving payments come from virtually every agency and 
are distributed in communities throughout the state.  Since these are direct payments 
to individuals, the impacts on the economy can only be simulated if assumptions are 
made about how the dollars will be spent.  Fortunately, the IMPLAN model includes a 
module that can be used in assigning spending patterns to different income groups.  
Table 2.8 shows the results of this analysis.   Note that Social Security payments 
support directly and indirectly some 35,000 jobs across the state, while federal civilian 
and military retirement and disability payments support some 12,000 positions.  

 
Table 2.8 

Direct 
Employment 

Total 
Employment

First Round 
Compensation

($Millions)

Total      
Compensation

($Millions)
Social Security 2,761.4 20,270           35,090         469.2              890.1                 
Federal Retirement 917.8                  6,737             11,663         156.0              295.8                 

Total 3,679.2               27,007           46,753         625.2              1,185.9               

Source:  Census Bureau, Consolidated Federal Funds, FY 03, BBER calculations using IMPLAN
UNM Bureau of Business and Economic Research, 2005

Federal Expend 
($Millions) 

ECONOMIC IMPACT OF SOCIAL SECURITY AND FEDERAL RETIREMENT, FY 03

 
 
 
Income Maintenance --  Low Income Residents 
There are many programs that the federal government operates that assist the most 
economically vulnerable people in New Mexico. The programs considered here break 
into four groups: Low Income Housing, Food Programs, Children’s Programs and Child 



 43

Care Programs, and Cash Subsidies.  Some of these involve direct payments to 
individuals and others are funneled through social assistance agencies and governments 
at all levels.  The first column of Table 2.9 shows the distribution of the $1.2 billion in 
this group.  Health care programs that serve the poor, like Medicaid, are not included as 
these programs are separately analyzed under health care.  Other programs not 
included here are agricultural subsidies and housing loans. 
 

Table 2.9 

(FY 03)
First Round 
Employment 

Total 
Employment

Total      
Compensation

($Millions)
Low Income Housing Programs 114.8                                810 1,504           10.0                29.6                   
Food Programs 251.8            3,722               6,013           82.6                145.4                 
Childrens Programs 156.5            3,619               5,020           126.3              162.0                 
Child Care Programs 39.7              355                  539              7.7                  12.5                   
Cash Subsidies 588.4            3,435               5,962           79.8                148.6                 
   TANF Cash Assistance 122.5            715                  1,241           16.6                30.9                   
   Unemployment Insurance 152.9            893                  1,550           20.7                38.6                   
   Excess Earned Income Tax Credit 312.9            1,827               3,171           42.4                79.0                   

 
Total 1,151.1         11,940             19,038         306.4              498.0                 
Source:  Census Bureau, Consolidated Federal Funds, FY 03, BBER calculations using IMPLAN
UNM Bureau of Business and Economic Research, 2005

ECONOMIC IMPACT OF CASH AND NON-CASH ASSISTANCE                                    
TO LOW INCOME NEW MEXICANS, FY 03

First Round 
Compensation

($Millions)
Federal Expend 

($Millions) 

 
 
 

The largest programs are for “Cash Subsidies” and include the grant to the State for the 
Temporary Assistance for Needy Families (TANF), unemployment compensation and the 
refundable portion of the Federal Earned Income Tax Credit.  The last two are paid 
directly to individuals while the TANF grant is paid to the State but then distributed to 
individuals by the State. 
 
Referencing Table 2.9, note that these programs support an estimated 19,000 jobs and 
$498 million in income.  Most of the jobs are in the retail and service industries, 
reflecting the fact that these are essentially subsistence payments to alleviate poverty 
and are spent immediately in the community to purchase groceries and essential 
services. 
 
 
So where does the State get the biggest bang per dollar of federal spending?  Table 
2.10 provides the results by program group for certain summary measures of economic 
impact.  All are based on the traditional comparative static analysis sketched out above.   
The first looks at the number of jobs supported per million dollars of federal 
expenditure in the state.17  The second looks at the total gain in employee 
compensation per dollar of expenditure.  The final two columns present figures on the 
average compensation per employee in the first round of spending and for all those 
employees supported by the federal spending. 
                                        
17  Note with respect to the national research laboratories that only those federal dollars actually spent in 
the state are included. 
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Table 2.10 

Total
Military Bases 24.99         0.91        50,504           36,483   
National Research Labs 17.36         0.91        93,410           52,272   
Research Universities 33.47         1.09        46,403           32,542   
Health Care 19.81         0.57        30,919           28,787   
Income Maintenance 16.54         0.43        25,662           26,158   
Retirement 12.71         0.32        23,150           25,365   

Average 18.30         0.64        41,730           34,743   

UNM Bureau of Business and Economic Research, 2005

SUMMARY OF IMPACT MEASURES

Jobs per
$1 Million

Compensation 
per $1

Average Compensation
First Round

 
 
Note that research universities have by far the largest number of jobs created per 
million dollars of federal contracts and grants and that the universities also rank highest 
in total compensation per dollar of federal expenditures.  Military bases are second in 
the jobs supported per million of expenditures and tied with the national research 
laboratories for second in total compensation per dollar of expenditure.  Health care 
ranks third in jobs per million of expenditures, followed by the national research 
laboratories.  The national research laboratories pay very high salaries and benefits and 
the average compensation of the employees supported is over fifty thousand dollars, or 
about twice the total averages for the income maintenance programs for low income 
residents and for those retirees receiving social security and/or federal retirement 
income.  The lower ranking for the national research labs on jobs and compensation per 
dollar reflect a high level of leakages to sub-contractors and suppliers doing business 
outside the state.   
 
It is important to recall again, that the results reported in Table 2.10 are for a 
comparative static analysis that takes the existing complement of industries and the 
existing technologies used in production as given.  The results are important for 
thinking strategically about the future of the federal government in the economy of the 
state.  Also important, however, are the dynamic impacts on the economy of 
investments in human capital, in infrastructure, and in research and development.  We 
know that the quantitative expansion of certain types of economic activity can open up 
opportunities for other businesses and for investing in new technologies.  The 
theoretical underpinnings of business cluster analysis give focus to the importance of 
critical mass in encouraging particular types of businesses to invest and to expand in a 
particular geographic area -- where there is a workforce with the appropriate skills and 
training, where a chain of suppliers already exist, where new ideas and new 
technologies are developed under conditions conducive to cross-pollination.   Industrial 
clusters make sense because of these various agglomeration effects and because of 
synergies.  In thinking strategically about the federal government’s potential roles in the 
economy, it is crucial to think about the important synergies that can be created among 
different programs and activities.  



 45

Chapter 3 
 

THE FEDERAL BUDGET PROCESS 
 

T.M.Palmieri* 
 

This chapter discusses the steps by which the Federal Government provides funding for 
its programs. Given the complexity of the topic, the narrative makes two assumptions. 
It assumes that the reader may not be familiar with the technical jargon, so-called 
budget concepts. Further, it assumes that the reader would appreciate an overview; 
that there is a level of detail below which the reader would find the technical minutia of 
the budget process to be not very interesting. 

 
 

PROCESS AT A GLANCE 
~April Outlines of the Administration budget for the coming year are in place.
April - Sept Agencies prepare budget requests.
Sept Agencies submit budgets to the Office of Management and Budget (OMB).
Sept-Nov OMB analysis of agency submissions
Nov-Dec Negotiations – Agencies and OMB.
Dec-Jan Final decisions by Administration. 
Feb President submits Budget to Congress.
Feb – July Congressional Hearings /Committee Markups.
June - July Appropriations committees report bills.
Aug - Sept Appropriations bills passed by Congress.
Oct 1- Sep 30 The new fiscal year (FY).  Agencies spend the amounts appropriated.  

 
 
As shown above, the process takes 18 months, from April until October of the next 
year, before agencies start spending. Because the process takes so long, there are 
actually three budgets in play at the same time. As of April 2005: 

 
• The FY ’05 budget is being executed. Money is being spent from Oct 2004, 

through September 2005. While spending the money, agencies may also be 

                                        
* Dr. Palmieri received his Ph.D. in physics from the University of Wisconsin in 1969.  He has worked at 
DOE's three weapons laboratories in both technical and administrative capacities. He has had two 
temporary staff assignments in the Senate, for the Government Affairs committee and for Senator Robert 
Dole. He worked for 14 years at OMB where he was a branch chief in charge of DOE programs. From 
2000 until 2001 he was Deputy Chief Financial Officer at the Department of Energy. From 2001 until 2003 
he served as Chief Financial Officer at Los Alamos National Lab. Currently Dr. Palmieri services as 
Business Manager at DOE's National Training Center in Albuquerque. 
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dealing with Congress on suggested fine-tuning (reprogrammings) or requesting 
more money (supplemental appropriations). 

• The FY’06 budget is making its way through the Congressional process. 
 
• The FY’07 budget is just getting under way. The Administration is deciding on 

the basics of the FY’07 budget, and OMB may issue initial budget targets to the 
agencies. 

 
 

PROCESS WITHIN THE ADMINISTRATION 
 
The Process within the Executive branch begins with the development of the 
Administration’s fiscal policy. The Director of the Office of Management and Budget 
takes the lead, working closely with both Treasury and the Council of Economic 
Advisors (CEA). The Department of the Treasury focuses on tax revenues, while CEA 
advises the President on macroeconomic issues, such as the effect that a Federal 
budget deficit will have on the economy.  This team of advisors develops fiscal 
estimates, i.e. projected levels of inflation, unemployment, and expected economic 
growth, and these projections will be the basis for formulating the Administration’s 
budget. Based on these predictions, OMB advises the President on options for achieving 
the President’s overall fiscal goals and on the allocation of funds among specific 
programs and activities. (As an example of a fiscal goal, the current Administration has 
set a goal of cutting the deficit in half by 2009).  
 
Around April or May, OMB generally provides agencies with guidance on how each 
agency should address major policy and management issues as it develops its budget 
request. In addition, OMB provides specific guidance to each agency on the funding 
levels to be used to develop its budget submission for the coming year. The funding 
levels are often based on the economic models and assumptions used to develop the 
previous budget, but may be adjusted to reflect any significant changes in the economy 
or laws enacted since the previous budget was developed. 
 
Between April and September, the Federal agencies assemble their budget requests, 
guided by the funding targets provided by OMB. The process varies by agency, but for 
many agencies this process is bottom-up. Within each agency individual program 
managers request amounts they believe to be appropriate to spend in the next year. 
Agency heads consider proposals for new programs to advance the mission of the 
particular agency. Finally, the Administration might propose new programs within the 
agencies, initiatives that will demonstrate and advance the most important goals of the 
Administration.  
 
Ultimately the budget target for an agency leads to competition among programs and 
requires the agency head to establish priorities.  Presidential initiatives take first 
priority. If the budget target is larger than that needed to cover inflation, agencies will 
typically request increased funding for programs that have been successful. If the 
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budget target is tight, agencies typically place the highest priority on protecting their 
existing programs. The current Administration has attempted to influence this process 
of priority setting by requiring agencies to focus on program performance. Each year 
agencies are required to demonstrate that their programs are achieving useful and 
intended results.  
 
In September, the heads of the agencies submit their budget requests to OMB for 
consideration by the Administration. All agencies are expected to submit a budget 
option that meets the level of funding provided in the guidance from OMB, but agencies 
typically also request an amount that exceeds the budget target. Between September 
and mid-November, staff from the agencies carries on discussions with the staff at 
OMB. Based on these discussions, the OMB staff develops its recommendations 
concerning the levels of funding for particular programs in each agency. Typically the 
OMB staff members are experts in particular program areas, and are recognized as such 
by the agencies.    
 
During this same period, the Director of OMB gets guidance from the President on the 
overall fiscal policy to be used in making funding decisions.  This guidance often centers 
on the Federal deficit, the shortfall between revenue and expenditures.  Here the 
tradeoffs are between borrowing to fund the full amount of the projected deficit, or 
raising taxes to reduce the deficit. Neither alternative is palatable. Borrowing means 
paying interest. The interest payments then become part of the required expenditures 
in future years, and squeeze the amount available for real programs. Raising taxes 
enables the Government to deal with current fiscal problems in the current year, but 
additional taxes can affect the overall performance of the economy which in turn affects 
government revenues and spending. 
 
During late October and early November, the OMB staff meets with the Director of 
OMB. The Director has an opportunity to review each agency’s budget request and to 
hear recommendations provided by the staff.  These “Director’s Review” sessions 
frequently include senior staff from other White House offices (e.g., National Economic 
Council, Council on Environmental Quality) who may be asked to provide their 
recommendation on a program. The decision makers look to the OMB staff for advice 
on whether the proposed programs are consistent with the Administration’s agenda, 
whether the requested levels of funding are adequate or more than adequate, and 
whether the over-target requests might justify an increase in the target that has been 
issued to a particular agency.  
 
The outcome of this process is an approved overall budget for an agency and, in most 
cases, specific details on how these funds should be allocated among programs.  
Usually in late-November the OMB staff informs agencies of the Director’s decisions in a 
document referred to as the budget “passback.”   The passback covers the entire 
budget request for each agency and transmits the Director’s decisions concerning the 
agency’s funding request, as well as providing management guidance on major issues 
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of concern to the Administration, e.g. implementation of a consistent Information 
Technology policy.  
 
Typically the amount of funding in the passback is less than the amount requested by 
the agency and further discussion is necessary.  Between mid November and the end of 
December, the agencies and OMB negotiate areas of disagreement.  The easy 
controversies are settled at lower levels (often by career staff); the more difficult ones 
are settled by the agency head and the Director; the really difficult ones get settled by 
the President. In practice, very few agencies take their appeals all the way to the 
President.  
 
By late December, nearly all the decisions have been made and OMB and the agencies 
set about preparing the budget documents that will explain the President’s Budget to 
Congress and the public. The first week in February, the President submits his budget 
request to the Congress.  
 
At this point, it is worth noting that the President’s budget request is much more than 
just the amounts needed to keep the Government running. In fact, notably since the 
Reagan Administration, the budget request has become the starting point for a planned 
negotiation with Congress. The President takes on hard problems, proposes bold 
initiatives, and inevitably meets resistance from certain quarters in Congress. 
Administration officials will remain active at every step in the Congressional budget 
process, working closely with members to garner their support for the President’s 
agenda. And while the President needs Congress to pass the bills that provide funding 
to support his agenda, Congress ultimately needs the President to be willing to sign 
those bills.  
 
 

PROCESS WITHIN THE CONGRESS 
 
In February, Congress starts its own process for dealing with the President’s Budget 
Request.  
 
Note that the Congress starts with the budget proposed by the President. Given the 
limited staff available to Congress, it is impossible for Congress to start from scratch. As 
a result, in any given year Congress does in fact fund most of the programs proposed 
by the President.  
 
The process in Congress results in the passage of two types of acts (laws). Annual 
appropriations acts identify the specific amount of new spending authority that each 
project, program, or activity will have for the coming year.  The new spending authority 
is usually available to be spent over several years, although some appropriations lapse 
if the money is not spent (or obligated) in the year provided.   These annual 
appropriations form the discretionary part of the budget. At the present time, 
discretionary spending comprises about 40% of the total. Discretionary spending 
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includes the budgets for the civilian agencies such as the Department of Energy and its 
labs, the Bureau of Reclamation, NASA, etc. It also includes Defense discretionary 
spending, which covers the Department of Defense, the Services, the Army Corps of 
Engineers, Military bases, and other DOD spending. 
 
The second type of spending authority is provided in authorization acts.  An 
authorization act can create mandatory spending, which is an obligation for the Federal 
government to provide funds to individuals or groups under specific circumstances. 
Examples of such mandatory spending are social security payments, unemployment 
compensation, agricultural price supports and so-called formula grants.  At the present 
time, mandatory spending comprises about 60% of the total. In addition, an 
authorization act may deal with levels of spending within a particular agency. In such 
cases, the effect of the act is to impose procedural constraints on the appropriations 
committees. 
 
The Congressional budget process is shown in the chart below. The process is the same 
in both the House and the Senate. 
 

Figure 3.2 
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The budget first goes to the budget committee in each house. Under the Budget Act, 
the Congressional Budget Office (CBO) does its own analysis of the budget and reports 
back to the budget committees with its estimate of revenues and its own estimate of 
the cost of proposals being requested by the President. Taking the CBO estimates into 
account, the budget committees then establish the spending and revenue levels that 
will guide the rest of the process in the Congress.  
 
In each house, the budget committee issues instructions to both the authorizing 
committees and the appropriations committee. On the mandatory side, the so-called 
reconciliation instructions provide a framework for legislation to be passed by the 
authorizing committees. Essentially they cannot pass legislation that would increase 
spending beyond the levels dictated by the budget committee. On the discretionary 
side, the budget committee in each house allocates a spending limit to the 
appropriations committee, and the appropriations committee then divides that allocation 
among its subcommittees18. 
 
At this point every relevant committee has a budget target. And among the 
subcommittees, they cover the spending for every discretionary program in the 
Government. Attachment 1 shows the committees in each house. 
 
The structure of the appropriations subcommittees has changed this year, making it 
somewhat complicated to describe their jurisdictions. Attachment 2 shows the 
jurisdictions of the 13 subcommittees prior to the 109th Congress. Attachment 3 shows 
the recent changes. There are now 10 subcommittees in the House and 12 in the 
Senate, and the jurisdictions of the House subcommittees are no longer identical to 
those in the Senate. This difference will inevitably cause problems in passing the FY’06 
budget.  
 
Between February and July, the authorization committees pass legislation that affects 
Government spending. They can create new programs, set spending limits on existing 
programs, dictate spending levels, or change formulas used in calculating the amounts 
that must be paid to qualifying individuals.  
 
Between February and July, the appropriations subcommittees first hold hearings. 
Administration officials appear, explain and defend their budget requests. After the 
hearings, the subcommittees craft the bills. They are constrained by their spending 
ceilings, and possibly by new authorizing legislation that may limit the amount that they 
can appropriate for a given program.  
 
At this point the chair of the relevant appropriations subcommittee comes to the fore as 
the person that has the greatest ability to influence the outcome of the legislation. The 
chairs of the subcommittees have the ability to call the subcommittees to order. They 

                                        
18 These are referred to as the 302(a) and 302(b) allocations, where the numbers refer to the section of 
the Budget Act that required the Budget committee to issue the allocations. 
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then have the ability to call for the amendments to be debated and to call for votes on 
the amendments. The current chairs of the subcommittees are shown in Attachment 4.  
 
Note that the amendments offer the opportunity to insert new programs into the 
budget, programs that were not proposed by the Administration. Such programs are 
typically referred to as earmarks. If the target for the subcommittee is a significant 
constraint, then such earmarks can only be funded by reducing the funding for 
programs proposed by the President. Thus, earmarks often become source of friction 
between the President and the Congress.  
 
In the House, each subcommittee starts with the Administration’s request, creates a 
draft House bill within its 302(b) allocation, and amends the bill so that it represents the 
wishes of the subcommittee. Each subcommittee then reports a bill, i.e. sends a bill 
along with a written report, to the full appropriations committee. The full appropriations 
committee then has an opportunity to amend the bill before reporting it to the House. 
The House debates the bill and has yet another opportunity to amend the bill, subject 
to House’s rules for amending a bill. The House then passes the bill. At this point, for an 
individual program, the spending level requested by the President may have been 
modified significantly, or may have survived in tack.  
 
The Senate typically starts with the bill as passed by the House, repeats the process 
described above, and passes a Senate bill.  
 
Differences between the two bills are worked out in a conference committee, which is 
typically made up of members from the relevant subcommittees in each house. The 
conference committee then also issues a report and reports out a single bill, which is 
referred to both the House and Senate. The two houses then vote once again, this time 
on the same bill. 
 
If passed by both houses, the bill goes to the President for his signature, and becomes 
law.  
 
Each program in the government has a separate account in the Treasury. Amounts 
appropriated are added to the amount available for that particular program and each 
program spends only from the amounts available in the account for that specific 
program. 
  
In theory, all this happens before October 1, the first day of the new fiscal year. On 
that day the agencies can start spending the funds that have been appropriated. 
 
Special circumstances  
Note that the process does not always work as described above. In some years, the 
members of Congress may find that they cannot reach agreement on one or more 
issues, and they can choose to keep a bill from a final vote. In other years, the 
Congress may see fit to wait until individual bills have been passed by each house, and 
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then combine several of them into an omnibus appropriation bill. Such a bill is 
extremely hard for the President to veto because a veto would shut down a large part 
of the Government.   
 
If a particular appropriations bill is not passed by October 1, the agencies covered by 
that bill will not have any new money to spend. If all the bills have been bundled into 
an omnibus appropriations bill, and still not passed, then the entire Government can run 
out of money. In the recent past, this crisis has indeed occurred. 
 
To keep the Government running, the Congress passes a Continuing Resolution (CR), 
often reported in the press as a stopgap spending bill. In some cases the CR will limit 
spending to the monthly rate from the previous year. If both houses have passed 

versions of a particular appropriations bill, the CR 
might limit spending for each program to the lower 
amount, in either the House or Senate Bill. In any 
case, a CR is passed for a limited period and the 
leadership keeps pressure on the members to 
return again and again until they finally pass a bill 
that provides for a full year of appropriated funds. 
 
After October 1, it is still possible to modify the 
amounts appropriated. Often an act specifies an 
amount for particular program, while report 
language specifies further details. If an agency 
wishes to change the details, i.e. shift funds within 
an amount specified in the act, it sends a 
reprogramming request to the relevant committees. 
If an agency wishes to change the amounts that 
actually appear in the act, it requests a 
supplemental appropriation, which means a 
separate bill.  OMB keeps close tabs on requests 
that are made while the budget is being executed, 
and controls the number of such requests.  
 
Final Comments 
This paper has not covered many important details 
of the budget process. For example, emergency 
supplemental requests are handled outside the 
spending limits that Congress imposes on itself.  In 
addition, there is a process for ensuring that 
reconciliation instructions are carried out by the 
authorizing committees. A look at attachment 3 
indicates that it can take full time to keep up with 
the details. 

 



 53

A few numbers 
 
As shown at left, through FY’04 the Government has been running deficits for 20 of the 
last 24 years. This chart19 also shows that the Federal Debt in 2004 was $7.3 trillion. 
For FY’06, the budget currently on the Hill, the President requested spending of $2.5 
Trillion, so the debt is about three times the amount of annual spending. 
 
The data in the pie chart below show that mandatory spending, if one includes interest 
on the debt, was 61% of the budget in FY’04. Interest on the debt accounted for 6.8% 
of expenditures. The chart implies that the rest of the budget is about evenly divided 
between Defense and non-Defense.  But “non-Defense” also includes Homeland 
Security, Veterans Affairs and International Affairs – more details. 
 

Figure 3.1 

FY 2004 FEDERAL BUDGET OUTLAYS
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Source:  CBO Estimates for Jan 2004
Chart on House Appropriations Committee Website

 

                                        
19 Chart from Government Executive magazine, February 2005. p 36. 
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Chapter 4 
 

STRATEGIES FOR FUTURE MANAGEMENT OF THE 
FEDERAL INVESTMENT 

 TO CREATE A VIBRANT SUSTAINABLE ECONOMY  
 
Chapters 1 and 2 have documented the importance of the federal government in New 
Mexico’s economy.   What can New Mexico do to realize the full economic potential of 
the federal assets in the state?  How can New Mexico better position itself to ensure the 
future flow of federal funds and how can these funds be harnessed to stimulate the 
economy, to increase per capita income, to eliminate poverty and to ensure the full 
participation of all our citizens in the economy?   How should New Mexico position itself 
toward the federal government?  What should be New Mexico’s strategy toward 
achieving the broad objective of creating a vibrant sustainable economy? 
 
The federal presence in the state and the federal program dollars that flow into the 
State and into New Mexico communities can be thought of as contributing or as having 
the potential to contribute to the overall vitality of the New Mexico economy by helping 
to create: 
 
Viable Communities:  The federal presence and the flow of federal funds help to 
sustain and develop our communities and regions as places in which to live, to work, to 
do business and to invest.  The federal government is a major employer in some New 
Mexico communities and federal payments of social security and retirement and cash 
and non-cash assistance to those in need are important injections into local economies 
throughout the state.  But the federal government helps in other ways, enabling 
communities to build needed infrastructure, schools, and housing, and by providing 
additional funding for public safety, health care, environmental protection and a variety 
of other public purposes.   

 
Viable Businesses, Viable Economies: Federal activities in the state and federal 
funding play important roles in developing and supporting New Mexico businesses.  The 
federal government’s roles in this area include providing access to capital, underwriting 
the development and commercialization of new technologies, and creating and 
sustaining markets for certain products.   
 
Viable Workforce:  The federal government can and does plays important roles in 
funding programs that nurture and educate our young, preparing them to enter the 
primary grades; in educating, training and retraining our current and future workforce, 
and in trying to ensure that all our citizens are able to realize their potential and live 
productive lives. 
 
The panels in this New Mexico First Town Hall will give focus to how New Mexico can 
more effectively partner with the federal government in each of these areas to achieve 
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agreed upon objectives.  This chapter will provide background information on federal 
agencies and programs to facilitate deliberations about future strategies in each of 
these areas. 
THINKING STRATEGICALLY ABOUT THE FEDERAL PRESENCE 
 
Figure 4.1 boils down the problem of trying to maximize the impact of federal spending 
on the New Mexico economy into two dimensions.  The flow of federal funding for a 
particular program or programmatic area is plotted on the vertical axis; the impacts of 
federal expenditure on this program/program area are plotted on the horizontal axis.   
Actions by the state conceivably can effect where a program will be on either or both 
dimensions.   Much will depend, however, on the direction of federal policy.  Thus while 
the state might be able, over time, to increase the flow of federal funding for program 
A and/or to leverage better this funding so as to increase the impacts on the economy, 
it may be quite unable to reverse the political tide resulting in actual funding cuts for 
program B.  Thinking strategically about how the state can maximize the impact of the 
federal presence requires consideration both of factors affecting the flow of federal 
funding in a particular area and of the channels whereby this flow of funds can impact 
the economy.      
 

Figure 4.1 
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Flow of Funding 
As pointed out in Chapter 3 by Dr. Palmieri, the amount of funding for different federal 
programs reflects the overall budget situation – e.g., the amount and forecasted 
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trajectory of the federal deficit – and the federal funding priorities as determined jointly 
by the President and by Congress. The President’s FY 06 budget would cut funding for 
many programs in an effort to (1) increase funding for national security and the war 
effort; (2) make some tax cuts permanent; and (3) reduce the federal deficit, which is 
now approaching 4% of Gross Domestic Product.  
 
Funding for some federal programs is mandatory, in the sense that outlays are made 
according to definitions of eligibility and to benefit or payment rules established by law 
rather than through the annual appropriations process.  Such mandatory programs 
include Medicare, Social Security, unemployment insurance and Food Stamps – the 
various entitlement programs.  The flow of federal dollars for these programs can be 
changed -- entitlements can be capped, the provisions can be made less or more 
generous, they can be means-tested, so that only the needy are eligible for benefits -- 
but only by changing the law.  Thus the new Medicare prescription drug benefit could 
be implemented only through a change in the law.   
 
Discretionary spending represents the rest of federal spending – that which flows 
through the annual appropriation process.  As a general rule, it should be easier to 
affect the flow of federal dollars for discretionary programs.  Potential leverage exists in 
terms of increasing dollars to the state for some federal grants and procurements. 
Opportunities for increasing federal wage and salary spending also exist, although these 
are, in large part, correlated with the addition of new federal facilities (e.g., a new 
division of a federal agency is located in the state). 
 
Entitlement programs that are written into federal law are difficult to change.  Even 
formulas that are set administratively by the agencies may be difficult to change.  With 
any formula-driven program, it is reasonable to ask what variables are in the formula, 
how these particular variables may affect the flow to New Mexico versus other states, 
and whether the data used are accurate.  According to a study by the General 
Accounting Office, New Mexico lost an estimated $85 million in federal funds during the 
1990’s because our population was under-counted in the 1990 Census.   
 
The flows New Mexico receives from entitlement programs depend on eligibility and on 
payment rules.  In the case of Social Security and Federal Employee Retirement, 
payments are determined by rules that apply equally to all states.  While we may 
formulate strategies that promote retirees to come to New Mexico, we are not able to 
influence the formulas used in these programs to treat those who reside in New Mexico 
more favorably than those in other states.  In some cases the payment rules may be 
favorable or unfavorable to the state.  Thus, for example, the payments to providers 
from Medicare are based on reimbursement rates that vary from state to state, 
supposedly in relation to the costs of providing care.   The formulas used in distributing 
federal highway monies pit eastern high population states against western states where 
population density is low and the road miles needed to serve these population are very 
high. 
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In some cases, the number of people/businesses who actually participate in a particular 
entitlement program may be far short of those who can meet the eligibility 
requirements.  Thus one way of increasing the flow may be to launch a campaign to 
enroll all those who are eligible, as has been done to some extent for the Earned 
Income Tax Credit program and for children in families under 235% of poverty who 
may be eligible for Medicaid under the State Children’s Insurance Program (CHIP).   Or, 
as is the case with Medicaid, the flow may depend upon the amount of matching funds 
available from State or local government and/or the particular program options in which 
the state chooses to participate. 
 
Some federal funding flows to New Mexico because of unique assets or as a result of 
historical circumstances.  Thus, DOE procurement dollars flow for the operation of LANL 
and Sandia NL.  DOD monies flow in support of military bases and air flight training 
missions that seek the unique benefits of New Mexico airspace.  National Science 
Foundation monies flow to the Very Large Array.  The federal government’s very large 
land holdings in New Mexico require budgetary support for the Bureau of Land 
Management, the National Park Service and the Forest Service.  Our joint border with 
Mexico and the flow of immigrants and contraband through the state have together 
necessitated a major presence of the Immigration and Naturalization Service and border 
patrol, now part of Homeland Security.  Our very large Native American population 
means a presence by the Bureau of Indian Affairs (Interior Department), including the 
Indian Health Service (IHS).  A large and growing number of Veterans has created 
demands for a system of Veteran Administration hospitals and clinics and service 
centers.    
 
And there are many other federal agencies that have offices or other facilities and a 
long history of operating programs in the state.  
 
Which programs continue to be funded, whether there will be monies for special 
projects and how New Mexico will fare when these monies are doled out, whether 
programs funded by formula will give New Mexico an advantage or see us short-
changed -- these decisions are ultimately political.  The involvement of New Mexico’s 
Congressional delegation and the clout that they have on key committees is critical.   
 
As Palmieri pointed out in a presentation to the New Mexico First Research Committee, 
however, our best opportunities for influencing the flow of federal dollars may come 
from the expertise in specific program areas we have in the state – our “communities of 
interest.”  Because of the breadth of the federal programs, there are unique cultures 
within each program group. These communities of interest develop “insider” expertise 
in understanding and navigating these cultures.  In order to influence the distribution of 
funds, we must assure that we can tell federal staffers how to change a line in the 
budget to better meet our needs. Thus, by improving the networks of the various 
communities of interest and the communication between these groups we can become 
smarter and we may be better able to get our state needs heard.   
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Impacts 
What funds and support we pursue and where we attempt access is driven by the 
strategic vision and where we believe we can get the most leverage for the invested 
resources. The State is currently ranked 4 among the states in terms of the flow of 
federal dollars per capita and number 1 in dollar return per dollar of federal taxes paid.  
Yet, as has been pointed out, New Mexico ranks 46th in per capita income and has one 
of the highest rates of poverty among the states.  Maintaining the flow is obviously not 
enough, yet that may become increasingly difficult.  Increasing the flow may be 
impossible, given the uncertainties of the international situation, the large federal 
budget deficit, and the intense competition among the states for what may be a 
shrinking pie of discretionary funds.   
 
Alternative strategies might instead seek to leverage incoming funds both to increase 
per capita income and to ensure a better distribution of income and wealth.  We might 
seek to leverage incoming funds to enhance infrastructure to attract new and emerging 
business or to draw those with federal retirements to New Mexico. The goal might be to 
enhance the attractiveness of New Mexico not just as a place to live, to work, to 
conduct business, and perhaps to visit, but as a dynamic leader in the development and 
application of new technologies, a recognized technological center within the global 
economy.  Or perhaps the vision is one of creating a sustainable economy in the desert 
southwest that can be a model for how people can live in harmony with nature.  
Whatever the vision, the idea is how to leverage the federal presence in the state and 
the flow of federal dollars toward making the vision a reality. 
 
The horizontal axis of the above graphic is meant to indicate this leverage.  Effectively, 
what it asks is where we get our greatest “bang for the buck”.  Chapter 2 of this report 
presented some estimates of the total employment and income supported by different 
areas of federal expenditures.  As was pointed out, however, the estimates are for 
static impacts – they only consider conditions and the economy of the state as it now 
exists.   While it is important to be aware of these static impacts, they are essentially 
reversible.  A base expands, the employment and income supported goes up; the base 
contracts, the opposite occurs.   Missing here are the more dynamic and frequently the 
more qualitative changes that can and do occur.  The expansion of the base may help 
create a sufficiently large market that a bakery sets up shop in an area of the state 
where one was not previously located.  Thus the community is able to keep more 
money in the community and increase the local linkages between and among 
businesses:  it substitutes local production for imports.  Or consider the possibility that 
the base closes and the community is forced to think creatively and strategically about 
how it might better use the base property and other community assets and launches a 
new economic development strategy. 
 
Alternatively, think about the possibilities when technologies developed with federal 
monies at our research laboratories or at our universities become the basis for new 
processes and products and spawn new businesses and possibly whole new industries.  
Or about the potential in the young people who are the first generation in their families 
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to receive a college education, or in those who have gone back to school to gain the 
new skills demanded in the workplace today.  Think about how a quality workforce, well 
educated and with technical and scientific know-how in a particular area can be a force 
to keep and to attract businesses in certain industries.  And think about the various 
federal programs which when combined with state and local private and public 
initiatives together could make this a reality.   
 
We have grouped programs out of a conviction that synergies are important and that 
considering programs or groups of programs in isolation -- ignoring the interconnections 
that make the whole greater than the sum of its parts – will result in flawed strategies.  
We have grouped programs using our best judgment of the nature of the contribution, 
but others may argue convincingly for inclusion of programs we did not consider, 
perhaps to exclude some that we have chosen to include.   While this Town Hall has 
been subdivided into three panel discussions – communities, business / economies, and 
workforce – these divisions were logistical decisions made to facilitate the Town Hall 
format as much as they are conceptual. The panelist should consider how the programs 
within their panel assignments interact but they may want to consider programs that 
have been grouped into other panels as well. 
 
 
METHODOLOGY 
 
Using the Consolidated Federal Funds Report (CFFR) and the detail presented about 
programs in the Catalog of Federal and Domestic Assistance (CFDA)20, we have 
assessed the 707 individual programs that benefited the state in FY03. Based on the 
stated objectives of these programs and our knowledge of how the economy works, we 
have assigned the programs to the three panel study areas discussed above and then 
into 17 sub-groups based on purposes served21.  The panels and the sub-groups 
included in each panel are shown below in Figure 4.1.  The aggregations are designed 
to draw together programs from different agencies that may affect the economy in 
similar or complementary ways.  Thus under the first subgroup of viable communities, 
consider how federal facilities – e.g., military bases, court houses, post offices -- can 
play a significant role in communities as a source of permanent employment and 
income.   
 

Table 4.1 
TOWN HALL PANELS AND THE GROUPS INCLUDED IN EACH PANEL 

 

                                        
20 The CFDA is available at http://www.cfda.gov/ and provides detail about how grant programs can be 
used, who can use them, dates for application, etc. The CFDA does not include information on federal 
procurements. 
21 In some cases, programs could be used in two or more of the 17 groups. Since the CFFR does not give 
further indication of how specifically those funds were used, we have allowed some programs to be 
placed in all relevant groups. This results in some overstatement of the totals in these categories.  
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Viable Communities
Viable Businesses,          
Viable Economies Viable Workforce

•          Facilities •          Research & Development •          Nutrition & Health
•          Land & Resources •          Business Development •          Education
•          Infrastructure •          Energy Development •          Training
•          Income Support •          Federal Lands •          Access
•          Public Safety •          Work Support
•          Health Care
•          Native American services
•          Quality of Life  

 
As a starting point for Town Hall participants, this chapter offers information on 
different federal programs.  We explore flow of dollars – the amounts involved, the 
nature of the federal funding stream (e.g., wages and salaries, direct loans), whether 
funding is by formula and the variables that determine the flow, whether funding in this 
area has been growing or declining in real terms, and so forth.  The aggregation into 
the 17 groups provides information about the various channels whereby these programs 
may affect the economy. Therefore, we have the beginning of a framework for 
discussion of what makes sense for creating a sustainable future for the state (see 
again Figure 3.1). The information supplied in this chapter is should help ground the 
discussions.  Where one places programs on the axes of Figure 3.1 depends on values; 
it depends on the prior knowledge and experience that the individual panelists bring to 
this discussion.  
 
The CFFR covers all states, the District of Columbia, and US Outlying Areas. The CFFR is 
derived from data collected from Federal agencies at the close of each federal fiscal 
year. Data used in this chapter was for FY03, the most recently available fiscal year. 
These data cover Federal expenditures or obligations for the following categories: 
grants, salaries and wages, procurement contracts, direct payments for individuals, 
other direct payments, direct loans, guaranteed or insured loans, and insurance. Dollar 
amounts reported represent either actual expenditures or obligations. 
 
The CFDA is a database of all Federal programs available to State and local 
governments (including the District of Columbia); federally-recognized Indian tribal 
governments; Territories (and possessions) of the United States; domestic public, 
quasi-public, and private profit and nonprofit organizations and institutions; specialized 
groups; and individuals. For each program, the CFDA identifies the federal agency22 
providing the funds and details specifics such as the program objective, the type of 
assistance offered, who can apply, who can receive program benefits, the variables 
considered if formula funded, and a host of other aspects related to the program. The 
program objectives listed within the CFDA were used extensively in placing the panel 
category groups (communities, economies, or workforce). 
 

                                        
22 The CFFR allows one to sum funding by agency. However, since federal agencies often provide 
awards that are used in the support and creation of viable communities, viable economies, and viable 
workforces, the funding agency of origin does not necessarily parallel the panel category. 
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The data provided for New Mexico in the CFFR were aggregated into a series of Excel 
spreadsheets. With the support of the objectives listed in the CFDA, the data sets were 
appended with a panel categorization (i.e., communities, economies, workforce) and 
with a classification code based on the subgroups within each panel (e.g., for 
communities, sub-group codes would include facilities, infrastructure and income 
support). In the case of many programs, we could easily make decisions about the 
appropriate panel and subgroup and allocate accordingly.  In other cases, the program 
could logically be seen as supporting viable communities but also viable businesses and 
maybe a viable workforce as well.  Or maybe within a panel, the program could easily 
be justified as contributing to more than one sub-group.  In these cases, multiple 
classifications were allowed. Since the CFFR rarely provides sufficient detail to 
determine how much of each award should appropriately be allocated for communities 
as against economies or workforce, in most cases of multiple categorizations the full 
award amount was applied to all relevant categories.  For example, if an award of 
$100,000 was found to have objectives that could be classified as either workforce or 
economies, that $100,000 was counted both in workforce and economies.  While the 
result of this procedure overstates slightly the totals in the categories and some of the 
totals for the subgroups within each category, it avoids arbitrary decisions about award 
distribution.   
 
Utilizing this database, a variety of sorts, summations, and analyses were undertaken to 
formulate the background data presented in the following sections. 
 
TYPES OF ASSISTANCE   
 
Seven categories of assistance provided by the federal government were briefly 
discussed in Chapter 1: (1) Retirement and Disability Payments; (2) Other Direct 
Payments to Individuals; (3) Direct Payments to Non-Individuals; (4) Grants; (5) 
Procurement; (6) Salaries and Wages, and (7) Loans and Insurance.  These categories 
are somewhat helpful in understanding the nature of the flow of federal funds.   
 
Domestic Assistance to Individuals and Others   
This broad grouping includes all the programs in the first four categories of federal 
assistance listed above.  Some of these programs are entitlements, with eligibility and 
payment rules determined by law.  Many provide formula funding.  According to the 
CFFR definition, “Formula funds are those allocations made to states or their 
subdivisions in accordance with distribution formulas prescribed by law [entitlements] 
or administrative regulation.”  Formula funded programs are “used for activities of a 
continuing nature not confined to a specific project.”  This contrasts with project funds.  
The project could receive a special appropriation from Congress and be for a single year 
or for several years.  More typically, project grants are made by agencies, often 
competitively and after review of proposals or applications.  The source of money used 
by the agency to make grants may be on-going but the individual projects funded may 
receive grants that are limited in duration (e.g., one year, five years), perhaps with 
provision for extension or renewal.   
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All the retirement and disability payments to individuals are entitlements. Other 
payments to individuals are dominated by Medicare, Food Stamps, Unemployment 
Insurance, Excess Payments for Earned Income Tax Credit -- all entitlement programs.  
The smaller category of Payments to Non-Individuals includes various federal payments 
to tribal governments and others for programs providing services to Indians as well as 
various forms of assistance to farmers and others.  However, the largest dollars in this 
category are for the employer share of life and health insurance premium payments for 
federal employees.  
 
Grants are an award of financial assistance in the form of money, or property in lieu of 
money, provided directly by the federal government with no obligation to repay.  Of the 
707 federal programs that brought money to New Mexico in FY03, 590 (83.5%) were 
grants. Grants totaled $4.32 billion of which $3.17 billion (73.3%) were formula grants. 
By far the largest formula grant was Medical Assistance Program.  At $1.61 billion, this 
grant represents 37 percent of the total grant funding during FY03. Behind this was a 
grant for Highway Planning and Construction just over $369 million – again, a formula 
funded grant. The largest not formula funded grant was $297.9 million from the Interior 
Department to the state. This is the state’s share of revenues received from mineral 
extraction on federal lands within New Mexico.  
 
Procurement 
Procurements as used in the CFFR are contractual commitments for goods and services 
with outside entities. As reported in the CFFR, these may be actual outlays or the value 
of obligations for contract actions during FY03. Data are provided based on the primary 
place of performance (PPP) where the contract was let. Particularly with engineering 
and professional service contracts (including R&D), BBER’s previous research indicates 
that a New Mexico PPP does not necessarily indicate the work is being done in New 
Mexico. Thus, with the inclusion of obligations as well as actual outlays and the 
problematic PPP designation, the procurement data from the CFFR most likely overstate 
the actual flow to New Mexico in a given year.   
 
Procurements for FY03 amounted to just over $5.8 billion, of which $4.2 billion (73%) 
was for DOE, with most of the money destined to support the state’s two National 
Laboratories, their purchases and the salaries of their employees.  The Department of 
Defense spent almost $1 billion on procurement in FY 03.  The Postal Service and the 
various Federal agencies with offices in New Mexico are major sources of non-DOE and 
non-DOD procurement dollars and much of these expenditures stay in New Mexico.   
 
Salaries and Wages 
Salaries and wages are those paid to federal government employees located in New 
Mexico. Salary and wages for FY03 totaled just under $2 billion and are shown in table 
4.2 below. The Department of Defense accounts for almost 41 percent of the total. The 
salaries and wages for those employed directly by the National Laboratories do not 
appear in this table as these are contractor run facilities.  
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Table 4.2 

Federal Organization
Defense 783,907,015

 Active Military 447,699,000
 Reserve & National Guard 49,935,000
 Civilian 285,688,000
 Other 585,015

Postal Service 252,419,501
Interior 251,090,000
Health & Human Services 139,727,000
Veterans Affairs 102,648,000
Agriculture 88,807,000
Transportation 81,295,000
Energy 72,909,000
Homeland Security 40,576,000
Social Security 40,332,000
Justice 35,991,314
Treasury 15,080,000
All Others 21,167,000

Total 1,925,948,830

FEDERAL WAGE AND SALARY EXPENDITURES FY03

Source: BBER analysis of CFFR, FY03

Salaries & Wages

UNM Bureau of Business and Economic Research, 2005  
 
 
Loans and Insurance 
Loans and Insurance constitute an important source of support from the federal 
government.  As was explained in Chapter 1, loans may be either direct or guarantees. 
Direct loans are financial assistance provided through the lending of federal monies for 
a specific period of time, with or without a requirement to pay interest. Guaranteed / 
Insured loans are programs in which the federal government makes an arrangement to 
indemnify a lender against part or all of any defaults by those responsible for the 
repayment of loans. Insurance is financial assistance provided to assure reimbursement 
for losses sustained under specific conditions. Coverage may be provided directly by the 
federal government or through private carriers and may or may not involve a premium. 
 
Unlike the other sources of federal expenditures in New Mexico, the values for many 
loans and insurance programs reported by the CFFR may bear little relationship to the 
actual inflow of federal monies. Guaranteed loans and insurance represent a contingent 
liability incurred by the federal government but are not an inflow to the state.  While 
not an actual inflow except in the event of a default or a loss, these programs 
dramatically reduce the risk to private lenders and others, enabling activity which 
otherwise would not occur.  
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PANEL AREA 1 – VIABLE COMMUNITIES 
 
The federal presence and the flow of federal funds help to sustain and develop our 
communities and regions as places in which to live, to work, to do business and to 
invest.  In carrying out its national security and other missions the federal government 
operates facilities that employ thousands of people across the states and pump millions 
of dollars into the economy through purchases of goods and services.   The federal 
government also has substantial land and resource holdings across the state that it 
manages.  How these resources are managed can affect the quality of life of local 
residents as well as providing business opportunities.  Federal payments of social 
security and retirement and cash and non-cash assistance to those in need are 
important injections into local economies throughout the state.  But the federal 
government helps in other ways, enabling communities to build needed infrastructure, 
schools, and affordable housing; providing access to health care services; providing 
additional funding for public safety, environmental protection and a variety of other 
public purposes. Table 4.3 provides an overview of federal expenditures relating to 
viable communities by sub-group.  Not included in the table but discussed in the text 
which follows are federal loans and insurance, although these programs meet critical 
needs.  

Table 4.3 

Facilities 1,746,414,673            
Land & Resources 277,922,211               
Infrastructure 972,508,671               
Income Support 4,978,628,908            
Public Safety 365,280,211               
Health Care 3,277,445,667            
Native American Services 346,199,127               
Quality of Life 74,136,070                 

Source: BBER analysis of CFFR, FY03

OVERVIEW OF VIABLE COMMUNITIES EXPENDITURES

Total Dollars (FY03)

 
 

 
Facilities 
This category includes military installations, court houses, and the postal service. All 
expenditures associated with these facilities are included here as well, e.g., DOD non-
research procurement, and salaries for non-research defense employees (i.e., military 
and base support), those employed by the federal courts and the post office.  
 
As Table 4.4 indicates, expenditures on facilities in FY 03 was $1.7 billion.  Military 
bases make up two-thirds of the funding for facilities in NM.  (See Figure 4.2) These 
facilities, which include Kirtland Air Force Base, Holloman AFB, Cannon AFB and White 
Sands Missile Range, also support over 57,000 jobs in New Mexico (See Chapter Two 
for detail on the economic impact of military bases). 
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Table 4.4 
 

 
The Postal Service also has a presence in each community.  Some smaller communities 
use special postmasters who operate out of their own homes while most villages and 
towns have a dedicated post office. These often become focal points for the community 
particularly in rural areas.  Major cities have additional investments in processing and 
sorting facilities, which employ hundreds of people in addition to the letter carriers. 
  
Included in Government Operations is procurement by the Public Buildings Service, part 
of the US General Services Administration.  The PBS maintains and builds all of the 
federally owned buildings in NM (with the exception of the military bases).  This 
includes the federal courthouse in Albuquerque and one that has been authorized in Las 
Cruces. 
 
In addition to the data shown here, there are 89 buildings in New Mexico leased by the 
General Services Agency, 41 buildings owned by GSA, 4 military bases and a firing 
range, and scores of post offices. All of these contribute to the infrastructure and fabric 
of the community.  The federal government, however, does not pay property taxes 
resulting in possibly foregone revenue for the state and local communities.  There is 
recognition of this regarding federal lands but not federal facilities except by special 
arrangement. 

Figure 4.2 
FACILITY EXPENDITURES BY MAJOR FUNCTION 

All Other
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Postal Service
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67%

Government 
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Source: Census
UNM Bureau of Business and Economic Research 2005

 
 
 

Military Bases 1,165,154,799           564,157,015       
Government Operations 246,033,119              
Postal Service 72,420,164                252,419,501       
All Other 262,806,591              

Total 1,746,414,673         816,576,516     

Source: BBER analysis of CFFR, FY03

Total dollars (FY03) Salaries & Wages
Facility Expenditures for Viable Communities
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Natural Resources 
This category includes funds used to maintain and protect federal lands for public use. 
Included are programs for maintaining lands, development of recreation and tourism, 
and environmental protection. Programs related to the use of public lands to generate 
revenue (e.g., extractive industry development) are not included here (see federal lands 
in viable economies).  
 
The majority of the expenditures under this heading are for salaries and wages. (See 
Figure 4.3.)  Both the forest service and the national park service employ hundreds of 
people in all parts of New Mexico.  The next largest category is procurement.  Detail is 
not available on the exact nature of the procurement, it is likely to be general office and 
facility maintenance procurement for the federal agencies that manage the land and 
monitor the environment. 
 

Figure 4.3 
NATURAL RESOURCE ALLOCATION OF EXPENDITURES
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There is also a significant amount spent, $10 million, on projects for protection and care 
of habitat and wildlife.  These programs help maintain the fisheries and wildlife stocks 
which are important not only to the ecosystem but for the recreational hunting 
industries.  In some parts of New Mexico, they are discovering that there is more impact 
in terms of economic development in preserving the habitat on federal lands for outdoor 
tourism including hunting rather than in extractive industries. 
 
Another important component of this category is agriculture programs aimed at either 
conservation or farm protection and consists of over $50 million.  $19 million went to 
the Department of Agriculture’s Conservation Reserve Program which encourages farms 
to idle portions of their land.  This program is critical to erosion control and soil 
nourishment and aims to protect the ability of the land to provide over the long term.  
Another $15.6 million for Production Flexibility Payments augments the Conservation 
Reserve Program and has the same goals.  The Crop Insurance Program is a system of 
payments to ensure farms have a minimum level of income, particularly important if 
there is a drought as in New Mexico.  This program is $18.9 million. 
 
Infrastructure 
Infrastructure programs include funds used to build roads, highways, mass transit, and 
utilities. Also included here are programs that assist in building schools, parks, and 
housing. (See Table 4.5.)  The major program listed here is “Flood Insurance” which is 
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a program that requires insurance providers to offer flood insurance in some 
communities.  This is the amount of flood insurance that the Department of Homeland 
Security’s Federal Emergency Management Agency (FEMA) underwrites for New 
Mexican property owners.  This program is $1.3 billion dollars.   

 
Table 4.5 

Direct Loans
Guaranteed/

Insured Loans
Flood Insurance 1,256,393,571               1,256,393,571   
Mortgage Insurance 1,098,978,251               1,098,978,251   
Transportation and Roads 561,346,709                  
Housing Programs excluding Mortgage Insurance 438,926,480                  9,265,133              
Other 339,661,927                  32,641,880            334,784,565      

Total 3,695,306,938             41,907,013          2,690,156,387   

Source: BBER analysis of CFFR, FY03

Total Dollars (FY03)

INFRASTRUCTURE EXPENDITURES FOR VIABLE COMMUNITIES

 
 
After flood insurance, mortgage insurance is the next largest set of programs.  This set 
includes mortgage insurance for homeowners, condominium owners, and manufactured 
home insurance.  While these programs are just underwriting the risk of lending money 
for homeownership (and therefore the true value is the value of that risk), the 
availability of insurance to a broad range of income groups essentially supports the 
residential construction industry in New Mexico. 
 
Housing programs, including Section 8 Housing Vouchers and Public and Indian 
Housing, make up 18% of the total (without flood insurance) funding.  These programs 
support communities across New Mexico, particularly those with high levels of poverty.  
Table 4.6 shows the top ten housing programs. 
 

Table 4.6 

Housing Programs 438,926,480          

Loans 195,045,123          44%
Veterans Housing Guaranteed And Insured Loans 166,100,889            
Very Low To Moderate Income Housing Loans (Indirect) 19,679,101              
Very Low To Moderate Income Housing Loans (Direct) 9,265,133                

Grants and Direct Payments 133,698,790          30%
Section 8 Housing Choice Vouchers 89,714,999              
Public Housing Capital Funds 10,580,003              
Home Investment Partnerships Program 10,563,147              
Public And Indian Housing 9,451,271                
Rural Rental Assistance Payments 9,081,791                
Emergency Shelter Grants Program 2,281,749                
Supportive Housing For The Elderly 2,025,830                

Source: BBER analysis of CFFR, FY03

TOP TEN HOUSING PROGRAMS
Total Dollars (FY03)
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All of these programs help make basic shelter affordable and accessible.  It should be 
noted that most of the housing programs expenditures go to the construction industry 
and the real estate industry, two very important sectors of New Mexico’s economy. 
 
Community development block grants (CDBG) have become a principal method of 
distributing federal dollars to communities for the purposes of housing assistance, 
infrastructure, and economic development.  The theory is that a community will be able 
to tailor programs to suit its needs rather than having to apply to several generic 
programs. According to recent information from the Department of Commerce is that 
this type of allocation is likely to be even more widely used.  The “Strengthening 
America’s Communities Initiative” aims to consolidate grant programs in the different 
agencies.  These funds are allocated by formula with population, poverty and housing 
density being the primary variables. 
 
In New Mexico, the state level CDBGs are administered by the Department of Finance 
and Administration Local Government Division and the NM Mortgage Finance Authority, 
which allocate the resources primarily towards housing and infrastructure (community 
buildings and roads primarily) with a small percentage to economic development 
programs. The CDBGs in Albuquerque are administered by the City of Albuquerque and 
are assumed to follow the same guidelines as the state. There are also CDBGs for the 
tribes that are discussed later.   
 
Even though the amount budgeted in the new consolidated program is decreasing, New 
Mexico may actually receive more funding as the new focus will be on low-income 
communities.  Figure 4.7 shows CDBGs since the 90s and includes CDBGs for 
Entitlement areas (i.e. urban areas such as Albuquerque), Small Cities, and States. 
 

Figure 4.7 
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Another program that helps support NM’s infrastructure is the U.S. Army Corps of 
Engineers, which designs, builds and maintains most of the dams and major water 
control projects in New Mexico.  The funding for this program has gone up to over $50 
million (see Figure 4.8) in FY03, from a historical level of approximately $10 million.  
Recent projects include an economic development project in Albuquerque and a habitat 
protection project along the Rio Grande.  The Albuquerque project will provide the 
environmental infrastructure that is necessary to support the existing business 
environment at the airport as well as support the future development associated with 
the relocation of Eclipse Aviation.  The habitat protection project along the Rio Grande 
with the Pueblo of Santa Ana is aimed at protecting the habitat of the silvery minnow, 
an endangered species. 

 
Figure 4.8 
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Income Support 
Income support as used here is any financial benefits to meet basic living needs. Health 
Care is discussed in a later section and has not been included here. In some cases, 
these are programs that support the needy such as TANF or Food Stamps. In other 
cases these are retirement payments made to the elderly or those who have retired 
from the Federal government. This category also includes payments made to support 
the disabled. Lastly, subsidies paid to support agriculture are contained in this category. 
 
 Thus, the programs under Income Support assist those who are retired, those who are 
no longer able to work because of disability, those who are not currently working, and 
those who work but require subsidies to cover insufficient income. Generally, all of 
these dollars would be classified as entitlements. 
 
Table 4.7 shows a breakdown of the almost $5 billion expended by the Federal 
Government on Income Support programs. Not shown in this table is the additional 
$40.3 million in salaries paid to those employed by the Social Security Administration in 
New Mexico. 
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Table 4.7 

Retirement 2,720,064,172               
Disability 785,176,452                  
Compensation to Survivors 613,059,131                  
Public Assistance 806,184,483                  
Agricultural Susidies 54,144,670                    

Total 4,978,628,908             

Source: BBER analysis of CFFR, FY03

INCOME SUPPORT FOR VIABLE COMMUNITIES
Total Dollars (FY03)

 
 
The Retirement category includes all Social Security and Federal retirements. Heading 
the list was the direct payments made to those being paid Social Security Retirement 
($1.72 billion). Next were those retirement payments made to both Federal civilian 
($544.7 million) and military retirees ($388 million).23 Figure 4.9 shows expenditures for 
federal retirees over a ten-year frame. Total expenditures are approaching $1 billion. 
 
Under the Disability heading are programs making payments for those who are no 
longer able to work. The largest of these programs is the Social Security Disability 
Insurance (SSDI) program. Federal expenditures to New Mexico in FY03 were $487.5 
million. The objective of this program is to replace part of the earnings lost because of 
a physical or mental impairment, or a combination of impairments, severe enough to 
prevent a person from working. This program provides direct payments to those who 
qualify. Qualifications involve having paid in sufficient time into the Social Security 
system, being under 65, and meeting the disability qualifications as defined in the Social  
 

Figure 4.9 
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23 These payments also include the amounts paid to Federal civilian and military personnel who are 
disabled as well as those who are retired. 
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Security law. Two veterans programs for the disabled add another $297.7 million in 
benefits paid by the Federal Government.  

 
Several programs were included here that provide compensation to the dependents of 
deceased workers. The goal of the Social Security Survivors Insurance program is to 
replace part of the earnings lost to dependents because of the worker's death. The 
Federal Government expended $558.5 million in support of this program in FY03. Other 
programs here are compensation programs for the dependents of deceased veterans. 
 
Public assistance is a category that includes a broad variety of programs aimed at 
supporting those who are needy or unemployed. At $236.7 million, Supplemental 
Security Income (SSI) is the largest of the expenditures made by the Federal 
Government. This is a program administered by the Social Security Administration and 
provides direct payments to the recipients. The program targets the aged, the blind, 
and the disabled whose incomes are below a certain level. The objective of the program 
is to insure that these recipients achieve a minimum level of income.  
 
A second substantial program in terms of Federal expenditure is the Food Stamps 
program at $183.5 million. This program was similarly categorized under public 
assistance. The stated objective of the Food Stamps program is to improve diets of low-
income households by increasing their food purchasing ability. Unemployment 
Compensation is also included under the category of public assistance. The Federal 
government made payments to recipients in New Mexico of $152.9 million in FY03.   
 
Temporary Assistance for Needy Families, the successor to Aid for Families with 
Dependent Children only brought $122.5 million into the state in 2005. The Personal 
Responsibility and Work Opportunity Reconciliation Act of 1996 fundamentally changed 
welfare and reduced the federal funding available.  (See Figure 4.10.) .  TANF provides 
formula grants to States and to Tribes, who have considerable flexibility in establishing 
eligibility and in setting up programs to help needy families, including cash assistance.  
Since welfare reform, the emphasis is on “temporary assistance”, and, in most cases, 
cash assistance is limited by federal law to 5 years cumulative over the lifetime of the 
recipient.  The push is to get welfare recipients into jobs.  To this end, the monies can 
be used for education and training and to remove barriers to employment.   Some 
states have used TANF monies to establish a state earned income refundable tax credit 
program.24  
 

                                        
24 New Mexico has long had a refundable tax rebate, the Low Income Comprehensive Tax Rebate, but 
eligibility for this program is not tied to employment. 
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Figure 4.10 
WELFARE: AFDC AND TANF
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Other programs in this category include those supplying food and shelter to the needy. 
 
The final type of income support categorized in the table above was the Federal 
Government expenditures that subsidize agriculture. In FY03, over $35 million in 
agricultural support was offered to agricultural producers in the state. 
 
Public Safety 
Public Safety programs include those for the protection of the community from crime, 
fire, and other emergency situations. Also included under public safety are funds for 
improving the legal system and delivering justice. Funds used to build and maintain 
detention facilities are here as well.  Finally, monies targeting Homeland Security and 
agencies securing the National borders have been included in this category. 
 
A total of $365.3 million were expended for Public Safety programs by the Federal 
Government in FY03. Table 4.8 categorizes the expenditures. 
 

Table 4.8 

Homeland Security 94,016,189                    
Law Enforcement & Fire Protection 208,754,815                  
Legal Services / Justice 49,202,906                    
Detention Facilities 1,799,707                      
Emergency Preparedness 10,580,998                    
Disaster Recovery 925,596                         

Total 365,280,211                

Source: BBER analysis of CFFR, FY03

Total Dollars (FY03)
PUBLIC SAFETY EXPENDITURES FOR VIABLE COMMUNITIES
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Since 9/11, protecting our country and our homes has become paramount.  Funds for 
meeting this objective are included under the Homeland Security Category. The salaries 
of Federal employees of the Department of Homeland Security constitute $40.6 million 
of this spending. Also included here, is a formula grant of $36.8 million from the 
Department of Homeland Security. These funds are designated for the purchase of 
equipment for local first responders. Within the program, there are also administrative 
funds for conducting threat and needs assessments and to develop and implement a 
Statewide Domestic Preparedness Strategy to enhance first responder capabilities to 
respond to a terrorist incident. The formula driving this program is a base amount to 
each state with additions to the base amount depending on population.  
 
A total of $208.8 million in Federal funding was provided for law enforcement, justice, 
and fire protection services. The data from the CFFR report 65 different sources of 
funds for the items classified into this category. The largest of these expenditures was 
for the US Marshals Service. This was a procurement of $145.2 million (70 percent of 
the category). The US Marshals Service maintains offices in Albuquerque, Santa Fe, Las 
Cruces and Roswell. Salaries of the Department of Justice employees involved in these 
activities totaled to just under $36 million in FY03.  
 
In FY03, the state received a project grant of $4.5 million to create partnerships 
between the police and the community. The stated objective of this program was to 
increase police presence and improve cooperative efforts between law enforcement 
agencies and members of the community; to expand community policing efforts 
through the use of technology and other innovative strategies; to increase security and 
reduce violence in our nation's schools; to address crime and disorder problems; and to 
otherwise enhance public safety. Being a project grant, new proposals can be offered 
each year. The recipient of the funds must be the state. 
 
Another $4.2 million was provided as grant funding to assist firefighters. Another $3.7 
million grant was provided for promoting the use of seat belts. 
 
Just less than $6.6 million came to the state through two different FEMA programs and 
is shown under the Emergency Preparedness category shown in Table 4.8. Roughly 
$3.6 million of this total was derived through a consolidated grants program. This 
program is driven by formula. The other FEMA monies ($3.1 million) were a 
procurement used to support FEMA operations here in the state. 
 
Health Care 
This category includes expenditures on education and on disease prevention and health 
promotion.  The majority of expenditures, however, are for programs that either 
provide health care services directly to patients or pay for care that is provided.  Some 
of the programs target the poor; some are targeted at rural communities.  Included in 
this category are Medicare/Medicaid payments to local providers, public and private.  
Altogether, the Federal Government provided $3.28 billion in FY03 to support these 
programs. 
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By far, the largest single program in the category of health care spending was the 
Medical Assistance Program (Medicaid).  Total expenditure for this program in FY03 was 
$1.61 billion -- almost half (49%) of the Federal expenditures for health care in the 
state.  As stated in the CFDA, the objective of Medicaid is to provide financial assistance 
to States for payments of medical assistance on behalf of cash assistance recipients, 
children, pregnant women, and the aged who meet income and resource requirements, 
and other categorically-eligible groups. This program is a formula grant, however, 
eligibility is determined by the state in accordance with Federal regulations. The funds 
are awarded on a quarterly basis based on the state’s estimates of funds needed to 
provide medical assistance to the needy. The funds are available to match state 
expenditures for medical care.  New Mexico’s current rate is 71 percent – last year it 
was 74 percent. This change in the percentage represents a cost to the state that must 
be borne through additional expenditures by the state or as reduced service. The 
statistical factors used for fund allocation are: 1) the Medical assistance expenditures 
for New Mexico; and 2) per capita income for the state based on a 3-year average 
using BEA data.  
 
Medicare, which includes Medicare-Hospital Insurance ($633.6 million in FY 03) and 
Medicare-Supplementary Medical Insurance ($566.9 million), accounted for another 
36.3 percent of the total expenditures. Thus, when combined, Medicaid and Medicare 
accounted for over 85 percent of the Federal expenditure for Health Care. 
 
Medicare-Hospital Insurance is designed to provide hospital insurance protection for 
covered services to persons age 65 or above, to certain disabled persons and to 
individuals with chronic renal disease. This is an entitlement with no statutory formula or 
matching requirements. Medicare-Supplementary Medical Insurance provides 
supplemental coverage to the aged population. As with Medicare-Hospital Insurance, 
applicants must show proof of age to qualify for these programs.  As was noted in an 
earlier section of this chapter, New Mexico providers receive lower rates of 
reimbursement than do providers in other states.  This is an issue in terms of attracting 
and keeping health care providers and is believed to have been a consideration when 
St. Josephs sold its medical facilities to Ardent.  
 
Figure 4.11 shows the growth of these programs over time. The funds brought to the 
state through these programs have a substantial impact in that they are, for the most 
part, spent with providers here in New Mexico. For a more detailed discussion of the 
impact of these programs, the reader is directed to Chapter 2 of this document. 
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Figure 4.11 
MEDICAID / MEDICARE EXPENDITURES
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Many additional health care programs exist that bring substantial funding (and impact) 
to the state.  The State Children’s Insurance Program (CHIP) is an extension of the 
Medicaid program that provides funds to New Mexico to initiate and expand child health 
assistance to uninsured, low-income children. This program aims to fill the gap by 
assisting children from families whose incomes are just over the level to qualify for 
Medicaid benefits. Just under $61 million came to the state for this program in FY03. 
Funding for this program is obtained through formula grants to the state. 
 
Several federal agency offices (e.g., Veteran’s Affairs, Health and Human Services, and 
the National Institutes of Health) that provide or support health care services in the 
state have procurements, for example, for the purchase of supplies, to pay rent, and to 
purchase services within the state. In FY03 these federal procurement totaled $87.7 
million.  
 
The state also received $35.9 million through the Special Supplemental Nutrition 
Program for Women, Infants, and Children (WIC). This program is designed to provide, 
low-income pregnant, breastfeeding and postpartum women, infants, and children to 
age five determined to be at nutritional risk, at no cost, supplemental nutritious foods, 
nutrition education, and referrals to health care providers. Again, a formula driven 
program, these grants are allocated by the Department of Agriculture.  
 
Several programs exist that solicit new and unique projects. There are a series of 
programs that target various aspects of the aging population including issues of 
nutrition and abuse. Some of these solicit proposals from public or non-profit 
organizations (see for example, Special Programs for the Aging – Discretionary 
Programs). Programs like the Healthy Community Access Program accept applications 
from community and faith-based organizations for strengthening integrated community 
health care delivery systems that coordinate health care services for individuals who are 
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uninsured or underinsured. Hence, while the majority of funds provided by the Federal 
Government for health care are formula driven or entitlements, there are opportunities 
for communities and non-profits seeking funds to enhance the health of the people in 
their regions. 
 
Native American Services 
Programs supporting the Native American communities are tabulated in this category. 
These include funding related to the health care, education, and revenue sharing. 

 
Table 4.9 

Health Programs 133,365,369                  
Education Programs 26,579,304                    
Housing Programs 9,012,830                      
Other 177,241,624                  

Total 346,199,127                

Source: BBER analysis of CFFR, FY03

NATIVE AMERICAN SERVICES MAJOR PROGRAM AREAS
Total Dollars (FY03)

 
 

Figure 4.12 shows the trends in federal domestic assistance for Native Americans since 
1993. 
 
Health programs make up the bulk of the funds targeting Native American communities. 
Both the Indian Health Service and the Department of Health and Human Services have 
significant expenditures promoting the health and well-being of the Native American 
populations, although IHS has sustained continuing funding cuts. It is telling that the 
Census Bureau’s Current Population Survey estimates of the insured population do not 
include those who only have coverage through IHS. The IHS has a hospital in 
Albuquerque and clinics around the state.  While they provide care directly to eligible 
Indians, they also contract for services.  Some tribes have opted to manage care for 
their people themselves with funding from IHS. The Albuquerque office of the Indian 
Health Services is one of 12 service offices in the country (and one of the others is the 
Navajo nation office, which has significant facilities in Gallup and Crownpoint).    
 
After health programs, Education programs are the next largest group of programs. 
These are primarily run through the BIA though some are run through other 
departments such as the Department of Education.  In addition to direct support of 
schools on tribal lands, many education dollars go to school districts in surrounding  
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Figure 4.12 

FEDERAL DOMESTIC ASSISTANCE DESIGNATED AS BEING
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communities. Albuquerque Public Schools, for example, received over $900 million from 
the BIA and the Department of Education to undertake the instruction of pupils from 
virtually all of the Pueblos and other tribes.25 
 
Just as in the Infrastructure category, housing programs targeting Native Americans are 
significant for providing shelter as well as providing jobs.  Housing programs total $9 
million and range from homeownership programs to public housing programs. The main 
program, the Public and Indian Housing program within the Department of Housing and 
Urban Development has been declining since a high in 1994. 
 

Figure 4.13 
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25 http://www.aps.edu/APS/IndianEd/prog.chart.html 
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Native American communities also are eligible to receive Community Development Block 
Grants which can be used for infrastructure, economic development or assistance within 
a community.  In FY03, these amounted to $3.3 million. 
 
Quality of Life 
This category includes many hard-to-classify programs that are used to improve the 
overall community. Included in this category are libraries and museums. Also included 
are programs aimed at adoption of children.  Figure 4.14 shows how these have been 
allocated.   

Figure 4.14 
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Family programs include programs for adoption assistance as well as domestic violence 
education and runaway prevention programs that are not included in other sections.  
These programs might be considered family support or family creation programs.   
 
The community programs range from social services that do not easily fall into other 
categories and community activities such as voting or volunteerism.  Arts and culture 
programs are grants for the libraries, museums and support of the arts.  These are 
programs whose impacts are largely intangible and make the community a nicer, better 
place to live and work. 
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PANEL AREA 2 – VIABLE BUSINESSES / ECONOMIES 
 

This section discusses the various federal programs that focus on creating and 
sustaining viable businesses / economies in New Mexico. The objective of this section is 
to provide background data to support discussion of the role federal funding plays in 
supporting our economies and in developing new technologies and markets for New 
Mexico products.  
 
Table 4.10 below shows the four groups included in the viable business / economy 
category and the dollars received by the state in FY03. As described earlier in this 
chapter, the CFFR offers insufficient detail to allow proration where a program is used 
for funding in more than one of the subgroups. Because of this, there are some 
programs that have been counted in more than one group. Hence, there is some double 
counting within the panels as well as across panels. While these are generally smaller 
dollar amount programs, the totals of the three panel areas and of the groups within 
the panels overstate the actual amount expended by the federal government.  
 

Table 4.10 

Research & Development 2,461,271,957   357,920,000     1,938,787,831   164,564,126      
Business Development 2,830,629,750   30,349,000       2,617,818,284   96,640,006        85,822,461       
Energy Development 144,113,177      14,130,000       125,177,579      4,805,598          
Federal Lands 360,114,022      35,656,000       25,258,727        299,199,295      

Source: BBER analysis of CFFR, FY03

OVERVIEW OF VIABLE ECONOMIES EXPENDITURES

Procurement
Grants & Direct 

Payments
Loans & 

InsuranceTotal (FY03$) Salaries & Wages

 
 
As can be seen in the table above, R&D makes up the lion’s share of the funding used 
to support New Mexico business / economies. This is largely a function of the multi-
billion dollar procurement spending supporting the National Laboratories. The individual 
groups and the sources of funds are discussed in the following sections. 
 
Research and Development, Technology Transfer 
Included in this group are those funds that support or promote research and 
development of new technologies and the commercialization of those developed 
technologies. Federal streams to the National Laboratories and New Mexico research 
universities are included here as is the R&D side of spending for the state’s military 
establishments. Also included are programs designed for bringing technologies to 
market such as SBIR and other incentive programs oriented to the private sector. 

 
As seen in the table below, procurement is the largest source of funding due largely to 
the Department of Energy’s $4.2 billion in contracts with Lockheed Martin for Sandia 
National Laboratories (SNL) and the University of California for Los Alamos National 
Laboratory (LANL).  It should be noted that an estimated one-third of the procurement 
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for the Labs leaves New Mexico immediately26.  However, even with this leakage from 
the state, the Labs make a mammoth contribution to the state’s economy and the R&D 
work done here. 
 
Figure 4.15 shows the DOE funding to the state over time. Of the federal funding 
received in New Mexico, the DOE procurements have consistently topped 20 percent of 
the total. 
 

Figure 4.15 
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Technology transfer is also a unique element available in NM due to the labs. Figure 
4.16 shows the Department of Energy’s technology transfer expenditures over the last 
several years.  Even though the current funding level is significantly lower than it was in 
the early 90s, it has been slowly eroding since 1997. 

 
Figure 4.16 

                                        
26 As explained in Chapter 2, of the $5.2 billion funding for SNL, LANL (DOE) and the Air Force Research 
Laboratories (DOD), $2.9 billion is actually locally contracted.   
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An additional $162 million came to the state in R&D grants.  As one might expect, being 
R&D grant funds, most of this was not determined by formula.  Much of this money 
likely supported various university research endeavors and associated support 
personnel salaries.  

 
Table 4.11 

Share of Grants
Basic Science Programs 61,321,465                    37%
Health Science 73,953,704                    45%

Total Grants 164,564,126                

Source: BBER analysis of CFFR, FY03

Total Dollars (FY03)
SUPPORT FOR SCIENTIFIC RESEARCH

 
 

A portion of this money goes to Basic Scientific Research, which generally is for 
research institutions like UNM.  Figure 4.17 shows the trend in funding for Basic 
Research.  These programs are the building blocks for all manner of scientific research 
and innovation. In many of the high technology fields, particularly materials and 
nanotechnology, the funding of the basic research that may not have an immediately 
recognizable application is crucial. 
 

Figure 4.17 
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BASIC RESEARCH EXPENDITURES
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Another exciting program, especially given the private commercialization opportunities 
and NM’s unique position, is the space program.  NASA’s expenditures in NM have been 
very consistent over time, even as the agency as a whole has suffered budget cuts at 
various points.  (See Figure 4.18.)  Currently, NASA has a procurement budget in NM of 
$74.2 million and wages and salaries of $4.7 million. More than 90% of the 
procurement and wages and salaries are spent in Dona Ana County to support the 
mission at White Sands Missile Range.  30% of the procurement is spent at universities 
and non-profits with $18 million going to NMSU and $4.4 million going to UNM.   
 

Figure 4.18 
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Business Development 
In this category are monies in direct support of helping to create and grow New Mexico 
businesses. For the breakdown, see Table 4.12.  Assistance programs offered to 
business such as those provided by the SBA, various grant and loan programs designed 
for business promotion, federal tax incentives, and procurements targeted for business 
are included in the business development category. 
 

Table 4.12 

Loans & Insurance
DOE Procurement in NM1 1,130,608,243
Business Support 113,821,739 57,282,556
Other Procurement 1,487,210,041
Salaries and Wages 30,349,000
Agricultural Support 68,640,728 28,539,905

Total 2,830,629,750             85,822,461            

1  Excluding estimate of salaries paid by SNL and LANL contractors.
Source: BBER analysis of CFFR, FY03

BUSINESS DEVELOPMENT EXPENDITURES FOR VIABLE ECONOMIES
Total Dollars (FY03)

 
 
Of the over $2.8 billion included in the Business Development category, the largest 
expenditures were for the Department of Energy procurement, which is the estimated 
amount spent on procurement in New Mexico less the amount that the primary 
contractors, Lockheed Martin and University of California pay their on-site staff.  $1.5 
billion is other agency procurement.  Procurement is included here because the 
procurement of the federal government creates markets for NM companies and allows 
companies to survive and prosper where they might otherwise not.  Additionally, the 
high tech nature of much of the government procurement has built a high tech cluster in 
the state.  
 
The term “business development” usually conjures up the notion of small businesses 
and, more precisely, the Small Business Administration.  This agency has $76.9 million 
in expenditures, virtually all loan and insurance programs.  The largest SBA program, 
Small Business Loans, makes up 58% of the SBA expenditures in NM.  The main criteria 
for determining size—number of employees and amount of sales—are generous enough 
that most NM businesses qualify.  Though these loans are guaranteed or insured loans 
and originate with private participating lenders, due to the risk associated with small 
business investment, it is likely that either there would be far fewer willing lenders or 
much higher risk premiums (and thus far fewer borrowers) if the program did not exist. 
 

Figure 4.19 
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SBA FUNDING
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One of the largest programs that promotes healthy economies, $21.4 million, is 
“Payment in Lieu of Taxes,” which is a program where the federal government makes 
payments to local governments to recognize that the federal government is a user of 
local services but not subject to property taxes.  This is particularly important in places 
like Catron County where most of the land is owned by the federal government.  These 
payments work to keep property taxes lower than they otherwise would be which eases 
the tax burden on businesses and residents.  Recognizing that these payments may 
also allow communities to increase services, this program is cross-listed in the Viable 
Communities section (Land and Natural Resources). 
 
In addition to the federal funds that flow into the state as documented by the CFFR, 
there are other federal programs that are significant.  Several provisions of the federal 
tax code reduce the tax liability of some New Mexicans and New Mexican businesses.  
These are tax expenditures and they should be viewed as federal subsidies. 
 

• State and Local Tax Deductibility -- High-income tax payers receive a 30% 
(top federal PIT rate) refund on their state and local income and property 
taxes.27 Total itemized deductions (only itemized deductions are eligible) for 
calendar 2001 amounted to $4.6 billion and saved New Mexico taxpayers an 
estimated $742 million in taxes.  Of this amount, $213 million, or 29%, reflected 
the tax savings due to federal tax deductibility of State and local income and 
property taxes.  In essence, the federal government is paying part of the state 
and local taxes collected.  The savings accrue to the higher income tax payers in 
New Mexico who get to count a portion of the State and local tax payments 
against their federal tax liability.   

 
                                        
27 Beginning in tax year 2004, taxpayers filing an itemized return may choose whether to apply the state 
and local tax deduction to their state and local income taxes or to the estimated sales taxes paid during 
the year as well as to property taxes. 
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• Depreciation and Investment Deductions -- Levels of investment and 
economic activity are supported by these tax incentives.  The deductions 
particularly benefit those industries selling equipment --retail, wholesale, and 
manufacturing – as well as those which have large needs for equipment. In the 
last few years, there have been changes to the federal depreciation schedules 
aimed at stimulating business investment in an effort to get the economy moving 
nationally.  These changes can affect New Mexico in three ways: 

 
 

1. Manufacturing sector, particularly computers and computer equipment 
suppliers (like Intel), may benefit if policy had encouraged higher than normal 
investment nationally. 

2. Federal tax liability is lower for businesses whether they are small, sole 
proprietorships or large corporations. 

3. State tax liability and, as a result, state tax revenues decrease by the amount 
of the depreciation credit/deduction multiplied by the appropriate income tax 
rate. 

 
As an example, if a sole proprietor purchased a computer, she would have been 
able to immediately depreciate 50% of the purchase in 2003.  This depreciation 
amount is deducted from self employment income and so not subject to the marginal 
tax rate.  Since NM uses US adjustable gross income as a starting point for NM 
taxes, the deduction is carried through and is in effect a state deduction as well. 

 
• Corporate Income Tax Treatment – Federal policy governing corporations 

will have an impact on the state.  Because NM takes the federal reported income 
as the starting point for the state corporate income tax, whatever policies that 
affect federal income tax will distill down to the state tax calculations.  Studies 
have shown that particular industries have particular advantages. 

 
Energy Development 
Energy development includes programs specifically oriented to the creation and 
development of energy products. Also discussed here are tax policies intended to 
influence energy related development. 
 
The expenditures included here are mostly the non-R&D procurement and wages and 
salaries for the Department of Energy.  There are also a few special programs dealing 
with renewable energy.  The total amount in this category is $144 million and is derived 
mostly from procurement.  The labs have a role in energy resource research and 
development as well as the traditional weapons research.  
 
In recent years, renewable energy and alternative energy sources has been identified 
as a potential economic development tool for New Mexico as the state is rich in solar 
and wind resources.  The federal government has several programs that support this 
activity in New Mexico.  While it is not a lot of money in the larger world of federal 
funds, these dollars represent a significant portion of the amount currently being spent 
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on renewable energy research and development.  (See Figure 4.20.)  In fact, research 
on solar energy that takes place within Sandia NL (and not explicitly captured in any of 
the programs in the CFFR) will likely be the starting point for any large-scale 
applications in New Mexico. 
 

Figure 4.20 
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Federal Lands 
The Federal Lands category aggregates federal programs related to the use of federal 
lands such as extraction of minerals or oil and gas. This category also includes funding 
for the creation of new and alternative uses of lands for business and economic 
development. 
 
The largest program under this heading is the Department of Interior’s Mineral 
Management Service that shares revenues from the extraction of oil, gas, and other 
minerals from federal lands with the states.  While this money goes directly into NM’s 
general fund revenues, there is an earmark for the public schools (and so this program 
is cross-listed in the Viable Workforce section). 
 
New Mexico ranks just behind Wyoming in amount of revenue distributed in 2001, 
according to Mineral Management Service data. Together, the two states represent 
75% of all of the funds distributed under this program. 
 

Figure 4.21 
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In addition to supporting viable communities by providing recreational opportunities, 
the federal lands also provide significant economic opportunities.  The multi-use nature 
of the federal lands allows for mining, recreation, timber and other income generating 
resources for both small and large companies.   
 
The major source of funds in this section that helps the state and communities directly 
through cash payments are the royalty payments for mineral extraction on public lands. 
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PANEL AREA 3 - Viable Workforce 
 
The programs included in this panel area are programs knitted together by the 
objective of building a well educated workforce that can supply business and 
government with efficient and effective employees. As viewed here, these are programs 
aimed at improving the skills and abilities of the residents of the state. Integral to this is 
assuring that the nutrition and health needs of the state’s children are being met so 
that they are not at a disadvantage in the classroom. Supporting the creation of a 
viable workforce also involves helping underserved populations gain access to the 
services that teach new skill sets and offer support in helping the underemployed and 
unemployed return to more productive and meaningful work.    
 
As shown in Table 4.13, the Viable Workforce panel area has been subdivided into five 
sub-categories. The federal programs that support these objectives have been placed 
within these categories.  
 

Table 4.13 

Nutrition & Health 88,200,419                    
Education 1,116,280,893               
Training 77,219,873                    
Access 75,123,676                    
Work Support 642,521,266                  

Source: BBER analysis of CFFR, FY03

Total Dollars (FY03)
OVERVIEW OF VIABLE WORKFORCE EXPENDITURES

 
 
 
Nutrition and Health 
Nutrition and health programs are instrumental in assuring that New Mexico’s children 
are healthy. Total federal expenditures for these programs in FY03 were over $88 
million. Two programs accounted for almost $79.1 million (89.7%) of the funds 
expended – the National School Lunch Program and the School Breakfast Program. Both 
are grant funded programs targeting schools of high school age or younger.  
 
The National School Lunch Program provided $60.1 million to participating New Mexico 
schools. The program serves free lunches to students who have household incomes at 
or less than 130 percent of poverty and at a reduced price to those whose household 
incomes are between 130 and 185 percent of poverty. The School Breakfast Program 
amounted to $18.1 million and provides breakfast to students that meet the same 
criteria as the lunch program. Both programs are administered by the state with 
monthly reports filed by participating schools. Schools are reimbursed based on a 
formula based on the number of meals served and the household income of the 
students served. Figure 4.22 below depicts the federal expenditures in actual dollars for 
the National School Lunch Program and the School Breakfast Program. As can be seen, 
these programs have had grown in real terms over the ten year period shown. 
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Figure 4.22 
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Education 
Key to the state in building a viable workforce is an educated populace. Federal 
programs totaled $1.12 billion in FY03 and spanned the gamut ranging from those 
targeting preschool age to those used for advanced degrees. Programs also provided 
funding for improving teacher quality, charter and magnet schools, support for active 
duty and reserve military personnel. While many programs were grants directed to the 
state and local agencies, many important programs supported students directly through 
loans and grants. Table 4.14 shows the types of programs funded under the assistance 
provided from the federal government. 
 

Table 4.14 

Shared Revenues from Federal Lands 297,905,000                  
Preschool 71,475,840                    
K through 12 404,115,453                  
Higher education 299,048,380                  
Adult education 21,191,079                    
Science and technology education 22,545,141                    

Total 1,116,280,893             

Source: BBER analysis of CFFR, FY03

Total Dollars (FY03)
EDUCATION EXPENDITURES FOR VIABLE WORKFORCE

 
 
Topping the list of programs in Table 4.14 is the state’s share of revenues from mineral 
extraction on federal lands within the state. These revenues are placed into the state’s 
General Fund. However, the reason they have been included here is that these funds 
were historically earmarked for use in support of education. 
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Preschool programs are those to promote school readiness in children who have not yet 
entered the school system. Preschool programs received $71.5 million in federal 
support in FY03. The Head Start program is the largest of those included in this 
category amounting to $66.2 million. This program requires that at least 90 percent of 
those enrolled come from families with incomes below the poverty level. These are 
project grants made to any local government, federally-recognized Indian tribe, or public 
or private nonprofit or for profit agency. However, once programs have been 
established, unlike project grants in other programs, they have long-term continuity in 
terms of support.  New Head Start applications are made in response to 
announcements soliciting proposals for new or expanded programs. All funds are 
awarded directly to the grantee and these grantee agencies may subcontract with other 
child-serving agencies to provide services to Head Start children. Funding to the state 
supporting existing and new Head Start programs has doubled since 1993. 
 
A variety of programs covering a broad spectrum of objectives were included in the K-
12 category. Total funding to K-12 exceeded $404million in FY03. Included here are the 
$86.5 million in payments made by the federal government through the Impact Aid 
program. This is a formula grant program that provides financial assistance to 
educational agencies where enrollments or revenues are adversely impacted by Federal 
activities. For example, this adverse effect might be from the acquisition of real 
property by the Federal government which causes a reduction in the district tax base or 
it might be because of the burden put on a school system because children of an 
adjacent Federal facility attend those schools.  
 
The largest of the funds coming to the K-12 group were those for special education 
programs. These special education grants provided funds to state and local educational 
agencies to ensure that free appropriate public education is provided to children and 
youth with disabilities. The Special Education Grants to States program provided $152.2 
million to New Mexico in FY03 – roughly 38 percent of the funds in this category. The 
awards for this program are based on formula and made directly to the state. Local 
agencies then submit applications to the state for sub-grants. Among other things, the 
formula is driven by a certified count of the number of children (from 3 to 21 years of 
age) and the average national per pupil expenditure. One could easily rationalize that 
given the objectives of this grant one could also classify it in the “Access” category 
discussed later in this report. 
 
The second largest expenditures for K-12 was the $73.5million in Title I Grants to Local 
Education Agencies. These are formula grants to help local education agencies (LEAs) 
and schools improve the teaching and learning of children failing, or most at-risk of 
failing, to meet challenging State academic standards. These grants are made only to 
states or state education agencies. LEA’s and Indian tribal schools receive funds as sub-
grantees to the state. 
 
Also included in this K-12 category was the Twenty-First Century Community Learning 
Centers program. This formula grant program brought $8.5 million to New Mexico in 
FY03. The objective of this program is to develop community centers that provide 
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academic enrichment opportunities for children, particularly students who attend high-
poverty and low-performing schools. The formula for this program is based on an 
allocation in proportion to other states and the amount received in the previous year. 
There are also matching requirements.  
 
Teacher education and school improvement programs help develop those who are 
interested in teaching and improve the skills of existing teachers. These funds too were 
included in the K-12 category. Just under $24 million of the money received here was 
from the Improving Teacher State Quality Grant – a grant made to the state to improve 
teacher and principal quality and thereby improving student outcomes. Funding in the 
state was first received in FY02 making this a relatively new program. 
 
Higher education received almost $300 million in FY03. Student loans and grants play 
an important part in helping New Mexico residents pursue education.  Federal 
assistance through direct student loans and Pell grants accounted for $235.1 million of 
the $300 million in total aid in FY03. Figure 4.23 shows direct student loans and Pell 
grants over time. Note that the Federal Direct Student Loan program is just now 10 
years old so no expenditures are indicated in New Mexico in 1993 and 1994. As 
depicted, there has been more than a doubling of the use of these instruments since 
1995. 
 

Figure 4.23 
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Included in the $28.3 million adult education category was the All-Volunteer Educational 
Assistance program. This program drew $14.3 million to the state in FY03 and is 
designed to help servicepersons readjust to civilian life after their separation from 
military service. This program provides direct payments to those transitioning from 
military service. Also included in this category were $7.1 million from the Adult State 
Grant Program. 
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Education and Human Resources was the largest program included in the Science and 
Technology Education category. At $12.3 million, this program’s objective is to provide 
leadership and ensure the vitality of the nation’s science, technology, engineering, and 
mathematics (STEM) education Enterprise. This program provides program grants to 
graduate students, public and private colleges, state agencies and others that may be 
used to cover costs associated with conducting research, educational activities, 
equipment purchase, travel, etc.  
 
Training 
As a category, training includes such programs as workforce investment, training 
subsidies, impact assistance, and vocational training.   About $77.2 million came to New 
Mexico in FY03 for training. Almost 45 percent of was due to four Workforce Investment 
Act (WIA) programs – Dislocated Workers ($16.6 million), Adult Program ($7.0 million), 
Youth Activities ($7.2 million), and Work Incentives Grant ($1.0 million). These are 
grants awarded directly to states or to Workforce Investment Boards. These programs 
aim to improve the quality of the workforce, reduce welfare dependency, and enhance 
the productivity and competitiveness of the nation's economy. The four WIA programs 
are relatively new.  They essentially take the programs out of the WIA, which itself is a 
replacement of the Job Training Partnership Act.  In reality, except for a brief surge in 
2002, the FY03 amount of the four programs is equivalent to the levels of funding in the 
JTPA.  See figure 4.24 below. 
 

Figure 4.24 
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The WIA funds are all grant funds.  Funding for some programs is by formula. The adult 
and youth programs are both formula driven and are use a formula which includes 
three factors based on the national distribution of unemployed individuals and 
disadvantaged adults. The Dislocated Worker program includes both formula grants and 
project grants. The Work Incentives grant is a program grant and offer substantial 
flexibility in their use. 
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Another substantial contribution to the state’s training efforts was the $9.9 million 
provided through the Vocational Education Basic Grants to States. The objective of this 
program is to develop more fully the academic, vocational, and technical skills of 
secondary and postsecondary students who elect to enroll in vocational and technical 
programs. This is a formula grant that targets a variety of recipients including single 
parents, displaced homemakers, and single pregnant women. There are uses and 
restrictions to these funds that dictate exactly how they are to be used.  
 
One interesting program that brought almost $3 million to the state was the Trade 
Adjustment Assistance program. Funding is provided through Commerce’s Economic 
Development Administration as project grants and provides assistance to “trade-injured 
firms” involved in manufacturing. There is a parallel program for training farmers in 
alternative crops overseen by USDA. 
 
Other significant programs included those targeting or involving senior citizens; e.g., 
the Senior Community Service Employment Program, the Retired and Senior Volunteer 
Program and the Geriatric Education Centers. The largest of these in terms of funding 
received by the state in FY03 was the Senior Community Service Employment Program. 
The goal of the $6.8 million dollar program is to provide, foster, and promote part-time 
work opportunities (usually 20 hours per week) in community service activities for 
unemployed low-income persons who are 55 years of age and older. Funding for this 
program comes both as formula and program grants and is available to states as well 
as to non-profit organizations. 
 
Additional populations benefiting from federal dollars devoted to training included 
Native Americans, Veterans, and students. There were also training programs 
addressing occupational safety issues and injury prevention. Several smaller one-time 
grants were made for mentoring and apprenticeship opportunities. 
 
Access 
As envisioned here, access encompasses programs for those with disabilities, training 
for special needs, ADA compliance assistance, programs targeted at women, at Native 
Americans and at other minorities, job locators, job search assistance, and veteran’s 
assistance. There is some overlap with the programs discussed under training. 
 
By far, at $152.9 million, the largest program included in this category was the direct 
payments made in support of unemployment compensation benefits. Second was the 
cross-classified Special Education Grants to States. This program was mentioned earlier 
in the section on education and is included again in this category because it specifically 
targets the special needs population of the state.  
 
The remaining programs were classified under the four subheadings shown in the Table 
4.15 below. 
 



 95

Table 4.15 

 
 
The $23.5 million in programs targeting minority populations also included program 
serving Native Americans populations. The Other Programs category included programs 
with missions to protect and advocate individual rights and to prevent employment 
discrimination. Also included in the Other Programs category were the TRIO grants. The 
three TRIO grant programs found here – Student Support Services, Talent Search, and 
Upward Bound – focus on supporting disadvantaged students in the pursuit of 
postsecondary education. All of the TRIO programs are provided as project grants to 
educational institutions. 
 
Work Support 
 
These are programs that provide the support services that are often needed by those 
who wish to maintain gainful employment but have circumstances that make workforce 
participation difficult. Included under workforce support are such services as child care, 
transportation subsidies, targeted assistance and training, bilingual education, and 
migrant support. 
 
The total of the programs included here amounts to $527.6 million. Several of these 
programs have been cross-classified elsewhere in this report. For example, included in 
this section is the $39.7 million for Child Care and Development program. This 
programs support child care for low income families. They have also been included in 
the section on Viable Communities under the Income Support subcategory.  
 
At $312.9 million, the largest of the programs included here is the Payments Made by 
the Federal Government for Excess Earned Income Tax. This program targets low 
income tax payers with the intent of lifting them above the poverty line. As viewed 
here, this return is income that helps those with lower income to stay in the workforce 
– effectively, this program provides a positive incentive to keep people working. This 
additional margin helps to pay for such things as day care and transportation. The IRS 
has determined that this program has a “high erroneous pay rate” and is potentially 
costing the federal government more than it should. At this time, the program is 
currently being reevaluated by the IRS.  
 

Special Education 18,153,085                    
Rehabilitation 24,234,664                    
Minority Populations 23,506,517                    
Other Programs 9,229,410                      

Total 75,123,676                  

Source: BBER analysis of CFFR, FY03

Total dollars (FY03)
ACCESS EXPENDITURES FOR VIABLE WORKFORCE
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The Temporary Assistance for Needy Families (TANF) has also been included here. This 
program is also cross-classified in the Income Support category of the Viable 
Communities panel.  The federal government expended $122.5 million for this program 
in FY03 and while not entirely dedicated to workforce support, many of the objectives 
of TANF focus on helping low-income participants move back into the workforce. TANF 
funds are formula driven, however the state has discretion as to how these funds 
should be distributed. Hence, were the state to be convinced to take a different 
direction strategically, there is some flexibility in to how these funds could be spent. 
 
The Child Care and Development Block Grant ($19.9 million) and the Child Care 
Mandatory and Matching Funds of the Child Care and Development Fund ($19.8 million) 
mentioned above are both formula grants made directly to states, Tribes, and tribal 
organizations. These programs are both designed to help low income families overcome 
child care challenges of working parents and in helping those parents achieve 
independence from public assistance.  
 
Other programs included here are those devoted to bilingual education, English 
language acquisition, migrant education, and literacy programs. These programs 
provide skills to help targeted groups transition into the workforce. These programs 
totaled to $30.6 million in FY03. The largest of these were the formula grants provided 
to the state assist in English language acquisition ($6.2 million) and those to bilingual 
education totaling $5.4 million.  
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Appendix 1.A 
 

TOP FIVE AGENCIES BY NM COUNTY 
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Appendix 1.A 

1995 2003 % CAG
Bernalillo County 4,519.6 5,974.7 3%

Dept of Energy 1,858.1 2,196.4 2%
Dept of Defense 1,012.9 1,033.4 0%
Dept of Health and Human Services 677.6 989.6 4%
Social Security Administration 734.4 911.6 2%
Dept of Housing and Urban Development 236.5 843.8 15%

Catron County 16.0 23.7 4%
Social Security Administration 5.2 8.7 6%
Dept of Agriculture 3.9 6.2 5%
Dept of Health and Human Services 4.0 5.1 3%
Other 2.0 2.4 2%
USPS 1.0 1.3 4%

Chaves County 303.6 328.0 1%
Dept of Health and Human Services 78.7 125.1 5%
Social Security Administration 109.9 118.5 1%
Dept of Homeland Security 22.9 54.1 10%
Dept of Agriculture 29.6 21.7 -3%
Dept of Transportation 62.5 8.5 -20%

Cibola County 87.8 97.2 1%
Social Security Administration 25.0 34.5 4%
Dept of Defense 18.3 20.3 1%
Dept of Health and Human Services 28.5 18.6 -5%
Dept of Interior 6.1 13.4 9%
Dept of Agriculture 9.9 10.4 1%

Colfax County 56.2 76.4 3%
Social Security Administration 25.9 30.5 2%
Dept of Health and Human Services 18.5 28.8 5%
Dept of Agriculture 3.8 7.0 7%
Dept of Defense 3.2 5.1 5%
Other 4.8 4.9 0%

Curry County 436.6 447.9 0%
Dept of Defense 237.0 183.2 -3%
Dept of Health and Human Services 55.5 85.0 5%
Dept of Agriculture 46.9 81.2 6%
Social Security Administration 53.0 62.4 2%
Dept of Homeland Security 44.2 36.2 -2%

De Baca County 21.1 15.8 -3%
Dept of Health and Human Services 4.7 6.4 4%
Social Security Administration 5.5 5.3 0%
Dept of Agriculture 3.1 2.8 -1%
Other 1.2 1.0 -1%
Dept of Transportation 6.6 0.2 -32%

TOP FIVE AGENCIES BY NM COUNTY
Amount (2003 $Mil)
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TOP FIVE AGENCIES BY NM COUNTY, p. 2

1995 2003 % CAG
Dona Ana County 908.6 1,123.8 2%

Dept of Defense 345.6 345.7 0%
Dept of Health and Human Services 166.4 253.7 5%
Social Security Administration 189.3 250.1 3%
Other 148.7 159.0 1%
Dept of Homeland Security 58.7 115.3 8%

Eddy County 321.4 417.1 3%
Dept of Energy 97.1 124.7 3%
Dept of Health and Human Services 77.3 111.7 4%
Social Security Administration 101.4 110.1 1%
Dept of Homeland Security 29.2 39.9 4%
Dept of Agriculture 16.4 30.8 7%

Grant County 135.8 170.7 3%
Social Security Administration 59.4 71.8 2%
Dept of Health and Human Services 44.6 63.6 4%
Dept of Agriculture 17.0 16.0 -1%
Other 8.5 10.7 3%
Dept of Veterans Affairs 6.3 8.6 4%

Guadalupe County 25.7 53.1 8%
Dept of Health and Human Services 7.3 23.8 14%
Dept of Transportation 4.5 15.3 15%
Social Security Administration 7.0 8.1 2%
Dept of Agriculture 3.6 4.2 2%
Other 3.4 1.7 -8%

Harding County 5.7 7.4 3%
Dept of Agriculture 1.8 2.0 1%
Social Security Administration 2.1 2.0 -1%
Dept of Health and Human Services 1.2 1.7 4%
Dept of Commerce 0.0 1.0
USPS 0.6 0.6 0%

Hidalgo County 26.0 38.8 5%
Dept of Health and Human Services 8.3 12.2 4%
Social Security Administration 8.9 9.4 1%
Dept of Transportation 0.7 6.5 28%
Dept of Veterans Affairs 1.7 6.0 15%
Dept of Agriculture 6.5 4.7 -4%

Lea County 247.2 320.6 3%
Dept of Health and Human Services 76.2 105.7 4%
Social Security Administration 94.2 100.7 1%
Dept of Homeland Security 42.5 54.7 3%
Dept of Agriculture 18.9 42.6 9%
Dept of Housing and Urban Development 15.4 16.9 1%

Amount (2003 $Mil)
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TOP FIVE AGENCIES BY NM COUNTY, p. 3

1995 2003 % CAG
Lincoln County 78.0 104.4 3%

Social Security Administration 30.3 44.0 4%
Dept of Health and Human Services 17.6 24.3 4%
Dept of Homeland Security 7.0 15.6 9%
Dept of Transportation 10.6 10.9 0%
Other 12.6 9.6 -3%

Los Alamos County 1,401.6 2,098.8 5%
Dept of Energy 1,349.9 2,004.6 4%
Dept of Homeland Security 0.2 27.8 77%
Dept of Health and Human Services 17.5 27.3 5%
Social Security Administration 17.7 22.0 2%
Dept of Defense 16.3 17.1 1%

Luna County 102.4 135.0 3%
Social Security Administration 44.3 53.8 2%
Dept of Health and Human Services 28.6 45.7 5%
Dept of Agriculture 13.5 20.7 5%
Other 12.4 8.0 -5%
Dept of Defense 3.6 6.9 7%

McKinley County 301.3 500.2 6%
Dept of Health and Human Services 122.3 271.2 9%
Social Security Administration 59.1 74.0 3%
Dept of Education 36.1 60.1 6%
Dept of Interior 49.4 58.2 2%
Other 34.5 36.8 1%

Mora County 23.3 42.6 7%
Dept of Health and Human Services 5.9 25.9 18%
Social Security Administration 8.6 10.0 2%
Dept of Agriculture 1.9 3.8 8%
Dept of Veterans Affairs 1.0 2.0 8%
Dept of Interior 5.8 0.9 -19%

Otero County 587.8 627.4 1%
Dept of Defense 383.5 339.4 -1%
Social Security Administration 65.2 90.3 4%
Dept of Homeland Security 48.3 86.7 7%
Dept of Health and Human Services 52.5 72.2 4%
Other 38.3 38.7 0%

Quay County 66.1 77.3 2%
Dept of Health and Human Services 16.6 29.2 7%
Social Security Administration 19.7 23.0 2%
Dept of Agriculture 17.0 18.6 1%
Other 6.7 3.4 -7%
Dept of Transportation 6.1 3.0 -7%

Amount (2003 $Mil)
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TOP FIVE AGENCIES BY NM COUNTY, p. 4

1995 2003 % CAG
Rio Arriba County 150.6 288.6 7%

Dept of Health and Human Services 60.6 137.6 10%
Social Security Administration 53.7 66.1 2%
Dept of Agriculture 19.8 37.5 7%
Dept of Homeland Security 8.7 31.2 15%
Dept of Interior 7.9 16.1 8%

Roosevelt County 117.8 155.5 3%
Dept of Health and Human Services 25.1 41.9 6%
Dept of Agriculture 36.7 39.6 1%
Dept of Homeland Security 18.6 30.1 6%
Social Security Administration 26.9 29.0 1%
Dept of Education 10.6 14.9 4%

San Juan County 338.0 506.0 5%
Dept of Health and Human Services 110.0 205.7 7%
Social Security Administration 125.7 168.2 3%
Dept of Interior 55.3 48.3 -1%
Dept of Education 25.1 42.5 6%
Dept of Agriculture 22.0 41.2 7%

San Miguel County 135.5 208.6 5%
Dept of Health and Human Services 53.1 126.1 10%
Social Security Administration 43.9 47.8 1%
Dept of Agriculture 17.7 14.8 -2%
Dept of Education 8.5 13.0 5%
Other 12.2 6.9 -6%

Sandoval County 319.2 486.5 5%
Social Security Administration 91.0 136.7 5%
Dept of Housing and Urban Development 59.8 135.6 10%
Dept of Health and Human Services 69.8 112.9 5%
Dept of Homeland Security 76.7 62.5 -2%
Dept of Veterans Affairs 22.0 38.7 7%

Santa Fe County 530.7 867.6 6%
Dept of Health and Human Services 187.3 331.3 7%
Social Security Administration 154.3 253.9 6%
Dept of Justice 23.5 127.5 21%
Dept of Education 52.2 126.3 10%
Dept of Agriculture 113.4 28.5 -14%

Sierra County 81.4 101.0 2%
Social Security Administration 33.8 38.2 1%
Dept of Health and Human Services 23.5 36.0 5%
Other 9.3 9.0 0%
Dept of Veterans Affairs 6.0 9.0 5%
Dept of Agriculture 8.8 8.8 0%

Amount (2003 $Mil)
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TOP FIVE AGENCIES BY NM COUNTY, p. 5

1995 2003 % CAG
Socorro County 64.3 127.6 8%

Dept of Health and Human Services 21.7 37.4 6%
Dept of Homeland Security 6.3 35.6 21%
Social Security Administration 18.3 25.6 4%
Dept of Defense 8.7 15.8 7%
Dept of Interior 9.3 13.3 4%

Taos County 104.0 181.7 6%
Dept of Health and Human Services 33.3 81.4 10%
Social Security Administration 38.1 55.5 4%
Dept of Agriculture 17.1 18.1 1%
Dept of Homeland Security 6.1 16.5 12%
Other 9.5 10.2 1%

Torrance County 42.7 94.9 9%
Dept of Agriculture 7.8 35.0 18%
Social Security Administration 16.4 23.4 4%
Dept of Health and Human Services 13.4 23.2 6%
Dept of Homeland Security 1.7 7.9 19%
Dept of Transportation 3.4 5.4 5%

Union County 37.9 40.3 1%
Dept of Agriculture 14.0 17.4 2%
Dept of Health and Human Services 7.1 11.6 6%
Social Security Administration 8.4 9.2 1%
USPS 1.9 1.9 0%
Dept of Transportation 6.5 0.2 -31%

Valencia County 302.9 594.4 8%
Dept of Homeland Security 92.3 316.8 15%
Social Security Administration 78.0 105.6 3%
Dept of Health and Human Services 86.2 102.5 2%
Dept of Housing and Urban Development 15.1 39.1 11%
Other 31.3 30.4 0%

State Undistributed 741.6 1,302.4 6%
Dept of Treasury 188.4 344.2 7%
Dept of Interior 222.6 329.0 4%
Dept of Education 188.4 264.9 4%
Dept of Transportation 17.0 211.4 32%
Dept of Labor 125.2 152.9 2%

Source: US Census, CFFR

Amount (2003 $Mil)

 
 

Note:  In the right most column on each page, CAG stands for Compound Annual 
Rate of Growth. 
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Appendix 2.A 
 

IMPLAN PRO2 MODEL



 106

Appendix 2.A 
IMPLAN PRO 2.0 MODEL 

 
IMPLAN Pro 2.0 was used to model the impacts of federal expenditures on the New 
Mexico economy.  IMPLAN is a widely used and well-regarded input-output model 
based on several sources.  A standard input-output model measures the interactions 
amongst hundreds of industries using the “make” and “use” tables published every five 
years by the US Department of Commerce Bureau of Economic Analysis based on 
results from the Economic Census , which is conducted every five years by the US 
Census Bureau.  These tables capture business expenditures on goods and services and 
their factor purchases (e.g. labor services) by detailed industry.  In the model, each 
industry produces certain goods and services that are then used as inputs by other 
industries and/or delivered to final demand – i.e., sold to households, to government, 
exported outside the region.  IMPLAN uses these tables and regional information from 
other sources, like the Department of Labor, to create local input-output models down 
to the State, county and Zip Code level.   
 
One of the features of IMPLAN-like models is the capability to estimate the amounts of 
different goods and services that must be purchased outside of the state or the region 
(commonly referred to as “leakages”) because of limited local production.  Large 
leakages, as inputs and equipment are purchased outside the region, mean less local 
production, jobs, and income – and lower multipliers. 
 
Using an input-output model, appropriate multipliers for the indirect and induced effects 
can be developed and estimates made of the impacts on the state or regional economy 
of particular projects (start-up of a new production facility, reduction in the flow of 
Medicaid payments to New Mexico health care providers, Department of Energy 
procurement for operation of the national laboratories). 
 
IMPLAN databases include national expenditure patterns for all of the industrial sectors 
as well as for households and government.  In other words, if no data is available on 
project expenditures by industrial sector, the IMPLAN databases can be used to identify 
impacted sectors and to estimate purchases.  The IMPLAN data on household spending 
patterns is by income group and thus can be used to estimate the impacts of employee 
spending but also the spending from retirement and social security payments. 
 
BBER has validated IMPLAN Pro 2.0 results for New Mexico in other studies, where both 
IMPLAN and BBER’s FOR-UNM model have been used to estimate economic impacts. 
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Appendix 3.A 
 

COMMITTEES 
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SENATE 
 
Senate Committees (16) 
Agriculture, Nutrition, and Forestry  
Appropriations  
Armed Services  
Banking, Housing, and Urban Affairs  
Budget  
Commerce, Science, and Transportation  
Energy and Natural Resources  
Environment and Public Works  
Finance  
Foreign Relations  
Health, Education, Labor, and Pensions  
Homeland Security and Governmental Affairs  
Judiciary  
Rules and Administration  
Small Business and Entrepreneurship  
Veterans Affairs  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
Special, Select, Other 
Indian Affairs 
Select Committee on Ethics 
Select Committee on Intelligence 
Special Committee on Aging 
  
 
Joint  

Joint Committee on Printing  
Joint Committee on Taxation  
Joint Committee on the Library  
Joint Economic Committee 
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HOUSE OF REPRESENTATIVES 
 
House Committees (20) 
Committee on Agriculture  
Committee on Appropriations  
Committee on Armed Services  
Committee on the Budget  
Committee on Education and the Workforce  
Committee on Energy and Commerce  
Committee on Financial Services  
Committee on Government Reform  
Committee on Homeland Security  
Committee on House Administration  
Committee on International Relations  
Committee on the Judiciary  
Committee on Resources  
Committee on Rules  
Committee on Science  
Committee on Small Business  
Committee on Standards of Official Conduct  
Committee on Transportation and 
Infrastructure  
Committee on Veterans' Affairs  
Committee on Ways and Means  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 

 
 
Special, Select and Other 
House Permanent Select Committee on 
Intelligence  
 
 

Joint  
Joint Committee on Printing  
Joint Committee on Taxation 
Joint Committee on the Library 
Joint Economic Committee  
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Appendix 3.B 
 
 

SUBCOMMITTEES OF THE HOUSE AND SENATE APPROPRIATIONS 
COMMITTEES 

 
STRUCTURE AND JURISDICTION  
THROUGH THE 108TH CONGRESS 
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Appendix 3.B 
HOUSE APPROPRIATIONS SUBCOMMITTEES 108TH 

(With jurisdictions) 
 

Subcommittee on Agriculture, Rural Development, Food and Drug Administration, 
and Related Agencies: 
Department of Agriculture (Except Forest Service); Farm Credit Administration; Farm 
Credit System Financial Assistance Corporation; Commodity Futures Trading 
Commission; Food and Drug Administration (HHS) 
 
Subcommittee on Commerce, Justice, and State, the Judiciary, and Related 
Agencies: 
Department of Commerce; Department of Justice; Department of State (Except 
International Narcotics Control; International Organizations and Programs [voluntary 
contributions]; Migration and Refugee Assistance; Nonproliferation, Anti-terrorism, De-
mining and Related Programs; Peacekeeping Operations [voluntary contributions]; U.S. 
Emergency Refugee and Migration Assistance Fund; Economic Support Fund); The 
Judiciary; Related Agencies: Commission for the Preservation of America's Heritage 
Abroad; Commission on Civil Rights; Commission on Ocean Policy; Commission on 
Security and Cooperation in Europe; Equal Employment Opportunity Commission; 
Federal Communications Commission; Federal Trade Commission; International Trade 
Commission; Legal Services Corporation; Marine Mammal Commission; Office of the 
United States Trade Representative; Securities and Exchange Commission; Small 
Business Administration; State Justice Institute; Broadcasting Board of Governors 
 
Subcommittee on Defense: 
Department of Defense-Military; Departments of Army, Navy (including Marine Corps), 
Air Force, Office of Secretary of Defense, and Defense Agencies (Except Military 
Construction); Central Intelligence Agency; Intelligence Community Staff  
 
Subcommittee on District of Columbia: 
District of Columbia 
 
Subcommittee on Energy and Water Development: 
Department of Energy (Except the Economic Regulatory Administration; Energy 
Information Administration; Office of Hearings and Appeals; Strategic Petroleum 
Reserve; Naval Petroleum and Oil Shale Reserves; Fossil Energy Research and 
Development; Clean Coal Technology; Energy Conservation; Alternative Fuels 
Production and Related Matters); Department of Defense-Civil; Department of the 
Army, Corps of Engineers-Civil; Department of the Interior; Bureau of Reclamation; 
Central Utah Project; Related Agencies: Appalachian Regional Commission, Defense 
Nuclear Facilities Safety Board, Delta Regional Authority, Nuclear Regulatory 
Commission, Nuclear Waste Technical Review Board, Tennessee Valley Authority 
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Subcommittee on Foreign Operations, Export Financing and Related 
Programs: 
Agency for International Development; Department of Defense: Foreign Military 
Financing Program, International Military Assistance and Training; Department of State: 
International Narcotics Control and Law Enforcement, International Organizations and 
Programs (voluntary contributions), Migration and Refugee Assistance, Nonproliferation, 
Anti-terrorism, De-mining, and Related Programs, Peacekeeping Operations (voluntary 
contributions), U.S. Emergency Refugee and Migration Assistance Fund; Department of 
State and Agency for International Development (shared): Assistance for Eastern 
Europe and the Baltic States, Assistance for the Independent States of the Former 
Soviet Union, Economic Support Fund, Famine Fund and Global AIDS Initiatives; 
Department of the Treasury: Debt Restructuring, International Affairs Technical 
Assistance, International Monetary Fund, Multilateral Development Banks; Export-
Import Bank; Overseas Private Investment Corporation Peace Corps Trade and 
Development Agency Related activities African Development Foundation Inter-American 
Foundation Millennium Challenge Account  
 
Subcommittee on Homeland Security: 
Department of Homeland Security 
 
Subcommittee on Interior and Related Agencies: 
Department of the Interior (Except Bureau of Reclamation); Department of Energy: 
Economic Regulatory Administration, Energy Information Administration, Office of 
Hearings and Appeals, Elk Hills School Lands Fund, Strategic Petroleum Reserve, Naval 
Petroleum and Oil Shale Reserves, Fossil Energy Research and Development, Clean Coal 
Technology, Energy Conservation, Alternative Fuels Production and Related Matters, 
Alaska Gas Pipeline Authorities; Other Agencies: Advisory Council on Historic 
Preservation, Commission of Fine Arts, Forest Service (USDA), Holocaust Memorial 
Council, Indian Health Services and Facilities (HHS), Institute of American Indian and 
Alaska Native Culture and Arts Development, John F. Kennedy Center for the 
Performing Arts, National Capital Planning Commission, National Foundation on the Arts 
and the Humanities (Except Institute of Museum and Library Services), National Gallery 
of Art, Navajo and Hopi Indian Relocation Commission, Presidio Trust, Smithsonian 
Institution, Woodrow Wilson International Center for Scholars 
 
Subcommittee on Labor, Health and Human Services, Education, and Related 
Agencies 
Department of Education; Department of Health and Human Services (Except Food and 
Drug Administration; Indian Health Services and Facilities); Department of Labor; 
Related Agencies: Armed Forces Retirement Home, Corporation for National and 
Community Service (VISTA and seniors programs only), Corporation for Public 
Broadcasting, Federal Mediation and Conciliation Service, Federal Mine Safety and 
Health Review Commission, Institute of Museum and Library Services, Medicare 
Payment Advisory Commission, National Commission on Libraries and Information 
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Science, National Council on Disability, National Education Goals Panel, National Labor 
Relations Board, National Mediation Board, Occupational Safety and Health Review 
Commission, Railroad Retirement Board, Social Security Administration, United States 
Institute of Peace 
 
Subcommittee on Legislative Branch 
House of Representatives; Joint Items; Architect of the Capitol (Except Senate Items); 
Botanic Garden; Congressional Budget Office; General Accounting Office; Government 
Printing Office; John C. Stennis Center; Library of Congress, including: Congressional 
Research Service, Copyright Arbitration Royalty Panel, Copyright Office, National Film 
Preservation Board; United States Capitol Preservation Commission 
 
Subcommittee on Military Construction 
Military Construction, Army, Navy (including Marine Corps), Air Force, and Defense 
Agencies, and Reserve Forces; Military Family Housing; DOD Base Closure Account; 
DOD Family Housing Improvement Fund; DOD Military Unaccompanied Housing 
Improvement Fund; Homeowners Assistance Fund; NATO Security Investment Program 
 
Subcommittee on Transportation and Treasury, and Independent Agencies 
Department of Transportation; Treasury Department (Except Community Development 
Financial Institutions); United States Postal Service: Payment to the Postal Service 
Fund; Executive Office of the President: Armstrong Resolution, Compensation of the 
President, Council of Economic Advisers, Executive Residence at the White House, 
Federal Drug Control Programs ( High Intensity Drug Trafficking Areas Program, Special 
Forfeiture Fund), National Security Council, Office of Administration, Office of 
Management and Budget, Office of National Drug Control Policy, Office of Policy 
Development, Official Residence of the Vice President, Special Assistance to the 
President, Unanticipated Needs, White House Office; Independent Agencies: 
Architectural and Transportation Barriers Compliance Board, Committee for Purchase 
From People Who Are Blind or Severely Disabled, Federal Election Commission, Federal 
Labor Relations Authority, Federal Maritime Commission, General Services 
Administration (Except Consumer Information Center), Merit Systems Protection Board, 
Morris K. Udall Scholarship and Excellence in National Environmental Policy Foundation, 
National Archives and Records Administration, National Historical Publications and 
Records Commission, National Transportation Safety Board, Office of Government 
Ethics, Office of Personnel Management and Related Trust Funds, Office of Special 
Counsel, Panama Canal Commission, United States Tax Court, Washington Metropolitan 
Area Transit Authority; General Provisions, Government wide 
 
Subcommittee on Veterans Affairs and Housing and Urban Development, and 
Independent Agencies 
Department of Veterans Affairs; Department of Housing and Urban Development; 
Independent Agencies: Agency for Toxic Substances and Disease Registry (HHS, 
formerly EPA/Superfund), American Battle Monuments Commission, Cemeterial 
Expenses, Army (DOD), Chemical Safety and Hazard Investigation Board, Community 
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Development Financial Institutions (Treasury), Federal Consumer Information Center 
(GSA), Consumer Product Safety Commission, Corporation for National and Community 
Service, Council on Environmental Quality and Office of Environmental Quality, Court of 
Appeals for Veterans Claims, Environmental Protection Agency, Federal Deposit 
Insurance Corporation - Office of Inspector General, National Aeronautics and Space 
Administration, National Credit Union Administration, National Institute of 
Environmental Health Sciences (HHS, formerly EPA/Superfund), National Science 
Foundation, Neighborhood Reinvestment Corporation, Office of Science and Technology 
Policy, Selective Service System 
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Appendix 3.C 
 
 

CHANGES IN JURISDICTION 
FOR THE 109TH CONGRESS 
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 302(B) ALLOCATIONS & THE  

HOUSE / SENATE APPROPRIATIONS BILLS 

House Senate

Chart from Dept of Army 

109th Congress 

(10 Subcommittees) (12 Subcommittees)
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Appendix 3.D 
 
 

APPROPRIATIONS SUBCOMMITTEE CHAIRS 
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Note that one agency 
may have to deal with 
more than one 
subcommittee. 
 
Highlights show which 
committees deal with 
Defense Department 
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