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Disclaimer 
 
This report was prepared as an account of work sponsored by an agency of the United States 
Government.  Neither the United States Government nor any agency thereof, nor any of their 
employees, makes any warranty, express or implied, or assumes any legal liability or responsibility for 
the accuracy, completeness, or usefulness of any information, apparatus, product, process disclosed, or 
represents that its use would not infringe on privately owned rights.  Reference herein to any specific 
commercial product, process, or service by trade name, trademark¸ manufacturer, or otherwise does 
not constitute or imply its endorsement, recommendation, or favoring by the United States Government 
or any agency of the United States Government.  The views and opinions of authors expressed herein do 
not necessarily state or reflect those of the United States Government or any agency thereof.   
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Abstract: 
 
The economic impact of coal mining in New Mexico is examined in this report.  This report is an update 
of an earlier technical report prepared by Arrowhead Center on the economic impact of coal mining in 
New Mexico.  All data and impacts have been updated through calendar year 2008.  In addition, the 
analysis was conducted using a major update to the economic modeling software (IMPLAN Pro Version 
3.0).  The direct, indirect, and induced impacts of coal mining in New Mexico are presented in terms 
output, value added, employment, and labor income for calendar year 2008.  Tax, rental, and royalty 
income to the State of New Mexico are also presented.  Historical coal production, reserves and price 
data are also presented and discussed.  The report does not include the impacts of coal-fired electricity 
generation. 
  



iv 
 

Table of Contents 
 
Disclaimer...........................................................................................................................................  ............  ii 
 
Abstract  .............................................................................................................................................  ............  iii 
 
List of Figures and Maps  ...................................................................................................................  ............  v 
 
List of Tables ......................................................................................................................................  ............  v 
 
Executive Summary ............................................................................................................................  ............  1 
 
Introduction  ......................................................................................................................................  ............  2 
 
National and World Trends in Coal Production  ................................................................................  ............  3  
 
Coal Reserves  ....................................................................................................................................  ............  5 
 
Coal Production in New Mexico  ........................................................................................................  ............  6 
 
New Mexico Coal Mining Employment  .............................................................................................  ............  7 
 
Coal Prices  .........................................................................................................................................  ............  8 
 
Economic Impact of Coal Mining in New Mexico  .............................................................................  ............  10 
 
Tax Impacts of Coal Mining in New Mexico  ......................................................................................  ............  12  
 
Limitations of the Analysis .................................................................................................................  ............  14 
 
Summary and Conclusions  ................................................................................................................  ............  14 
 
References  ........................................................................................................................................  ............  16 
 
Appendix A:  Coal Data Sources and Issues  ......................................................................................  ............  18 
 
Appendix B: Data Tables and Data Sources  ......................................................................................  ............  19 
 
 
 
  



v 
 

List of Figures and Maps 
 
Figure 1 World Coal Production 1980 to 2008 .........................................................................................  3 
Figure 2 Coal Production in Major Producing Nations 2008 ...................................................................... 4 
Figure 3 Average Annual Coal Production in the United States by Decade: 1820s to 2000s ...................  4 
Figure 4 Coal Production in New Mexico 1882 to 2008  ..........................................................................   6 
Figure 5 Coal Mining Employment in New Mexico 1970 to 2008  ............................................................  8 
Figure 6 Coal Prices by Type of Coal in the United States 1949 to 2008  .................................................  9 
Figure 7 Real Coal Prices in the United States by Type of Coal 1949 to 2008  .........................................  9 
Figure 8 Coal Prices in New Mexico and the United States 1949 to 2008  .............................................. 10 
Figure 9 Real Coal Prices in New Mexico and the United States 1949 to 2008  ...................................... 10 
 
Map 1 New Mexico Coal Counties ............................................................................................................  5 
 
 
List of Tables 
 
Table 1A Coal Mining Industry Impacts in New Mexico 2008 ................................................................  12 
Table 1B Coal Mining Industry Impacts in New Mexico 2007  ................................................................  12 
Table 2 Coal, Taxes, Rents, and Royalties in New Mexico, Fiscal Years 2008 and 2009 .........................  13 
Table 3 Indirect Tax Revenue from Coal Mining in New Mexico ............................................................  14 
 
Table A1 New Mexico Coal Production, Price and Value Data by Source 2008 .....................................  18 
 
Table B1 World Coal Production: 1980 to 2008 .....................................................................................  19 
Table B2 Coal Production in Major Producing Nations 2008 ..................................................................  20 
Table B3 Average Annual Coal Production in the United States by Decade 1820s to 2000s .................  21 
Table B4 Coal Production in New Mexico: 1882 to 2008 .......................................................................  22 
Table B5 Coal Mining Employment in New Mexico 1970 to 2008  .........................................................  23 
Table B6 Coal Prices by Type of Coal in the United States 1949 to 2008  ..............................................  24 
Table B7 Real Coal Prices by Type of Coal in the United States 1949 to 2008  ......................................  25 
Table B8 Coal Prices in New Mexico and the United States 1949 to 2008  ............................................  26 
Table B9 Real Coal Prices in New Mexico and the United States 1949 to 2008  ..................................... 27  



1 
 

 
The Economic Impact of Coal Production in New Mexico: 2008 Update 
 
Executive Summary 
 
This report has been prepared as part of New Mexico State University’s Arrowhead Center PROSPER 
project funded by the National Energy Technology Laboratory of the U.S. Department of Energy (DOE 
Award Number: De-NT0004397).  The technical reports produced under this grant can be found at the 
PROSPER Project website: http://arrowheadcenter.nmsu.edu/policy/pep/index.html .   
 
This report provides an analysis of the impact of coal mining on the New Mexico economy in 2008.  This 
report is an update of an earlier report (The Economic Impact of Coal Mining in New Mexico, June 2009).  
All data and impacts have been updated through calendar year 2008.  In addition, the analysis was 
conducted using a major update to the economic modeling software (IMPLAN Pro Version 3.0).  
 
New Mexico has been producing coal for more than a century.  In 1918 New Mexico coal production 
reached four million short tons, but declined to a low of 123,000 short tons in 1954.  New Mexico coal 
production began to rise again in the early 1960s, but did not reach its 1918 production level of four 
million short tons until 1969.  More than half of all coal mined in the state has been produced since 
1990.  Between 1882 and 2008, New Mexico produced 962.3 million short tons of coal.  From 1990 to 
2008, the state produced 506.4 million short tons of coal (52.6 percent of all coal ever mined in the 
state).  
 
In 2008, New Mexico’s coal mines produced 24.1 million short tons of coal.  The average price was 
$29.91 per short ton (average of FY2008 and FY2009 data reported by the State Board of Finance).  The 
reported sales value of coal produced in New Mexico in 2008 was $727.3 million.   
 
The coal mining industry in New Mexico contributed about $1.0 billion in total output and $553 million 
in value added –including the direct, indirect and induced effects.   Direct coal mining employment in 
New Mexico in 2008 was 1,445 jobs.  Total employment (direct, indirect, and induced) associated with 
coal mining employment was 3,068.  In total, the industry accounted for $106 million in tax, rental, and 
royalty income to the state.   
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Introduction 
 
This report provides an analysis of the impact of coal mining on the New Mexico economy in 2008. This 
report has been prepared as part of New Mexico State University’s Arrowhead Center PROSPER project 
funded by U.S. Department of Energy Grant Award Number DE-NT0004397.  This report is an update of 
“The Economic Impact of Coal Mining in New Mexico: 2007” (issued June 2009). All reports issued by the 
PROSPER project can be found on-line at:  http://arrowheadcenter.nmsu.edu/policy/pep/index.html .   
 
The base year of the study (2008) is the latest year for which complete coal production, price, and tax 
data are available.  The report will be updated again when 2009 data become available –approximately 
June 2011.   
 
Natural resource industries are an important part of the New Mexico economy.  Major natural resource 
industries in the state include timber, agricultural resources, potash, oil, natural gas, coal, and uranium.  
The extraction, processing, and marketing of these resources are major sources of employment, income, 
and tax revenue for the state.   
 
The history of New Mexico is intertwined with resource based industries.  Agriculture and mining set the 
stage for the development of modern New Mexico and remain important industries in the state.  With 
the westward expansion of railroads in the late 1800s, coal became a significant part of the New Mexico 
economy.   Significant coal deposits near Raton (north Central New Mexico) and Gallup (in the Western 
part of the state) were particularly important to the railroad industry (Beck 1962, p. 250). As will be 
discussed later, the conversion of railroads to diesel engines resulted in a dramatic decline in New 
Mexico coal mining by the early 1950s.  Starting in the 1960s, coal mining in New Mexico was stimulated 
by its use in electrical generation facilities.  New Mexico coal production in the 2000s is at an all time 
high.   
 
An analysis of the economic activity generated by coal mining in New Mexico is the focus of this report.  
The economic impacts of coal mining are presented in terms of output, value added, employment, labor 
income and tax revenue.  The economic modeling software used in this report is IMPLAN Professional 
Version 3.0.  This report does not address the economic impact of coal fired generation of electricity.   
 
After this brief introduction, the report is organized as follows:  (1) national and world trends in coal 
production; (2) coal in New Mexico; (3) coal prices, (4) economic impacts of coal mining; (5) tax impacts 
of coal mining; and (6) conclusion.   Appendix A contains a discussion of sometimes conflicting sources 
of coal production and price data.  Appendix B contains the data and data sources used in all figures in 
the main body of the report.   
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National and World Trends in Coal Production 
 
In 2008, the world produced and consumed 7.3 billion short tons of coal (Table B1).  Coal provides 
approximately 25 percent of the world’s primary energy supply and is used to generate approximately 
40 percent of the world’s electricity supply (International Energy Agency 2007, pp. 74 and 93).   
 
World coal production since 1980 is displayed in Figure 1 and Table B1.  Between 2000 and 2008 world 
coal production increased by 48.6 percent.  As Figure 1 illustrates, world coal production grew more 
rapidly in the 2000s than in the 1980s or 1990s.  This growth of world coal production can be traced to 
rapid increases in consumption of coal in Asia, particularly by India and China.  Despite the recent global 
economic crisis further increases in world coal production during the next few decades is highly likely.   
 
Figure 1: World Coal Production 1980 to 2008.   
 

 
 
Source: Appendix B contains data tables and data sources for all figures.   
 
World coal production is highly concentrated geographically.  Nearly three fourths (74.0 percent) of 
world coal production in 2008 occurred in five nations:  China, U.S., India, Australia, and Russia (Figure 2 
and Table B2).   
 
The United Kingdom was the world’s largest producer of coal in the late 19th century but ranked 23rd in 
coal production in 2008 (Zimmerman 1951 and Table B2).  New Mexico’s coal production in 2008 of 25.6 
million short tons (Table B4) is a small portion of the nation’s total production but larger than 
production in the United Kingdom.  The U.S. displaced the United Kingdom as the world’s largest 
producer of coal in the early 20th century, an event that symbolized the nation’s rise as an industrial 
power (Zimmerman 1951, Table 27.4, p. 471).  In 1985, China surpassed the U.S. in coal production and 
has remained the world’s largest producer of coal since then (Energy Information Administration, 2009).   
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Figure 2: Coal Production in Major Producing Nations 2008 
 

 
 
Between the 1880s and World War I, US coal production (Figure 3) increased rapidly, reflecting the 
equally rapid growth of railroads and the U.S. steel industry.  U.S. coal production fell during the Great 
Depression of the 1930s for the first time in more than a century.  During World War II, U.S. coal 
production again increased, but this was followed by substantial decreases during the late 1940s and 
1950s as railroads converted from coal engines to diesel engines.  U.S. coal production increased in each 
decade since the 1960s as coal became the fuel for base-load electricity generation.  In the early 2000s, 
coal accounts for nearly half of all U.S. electricity generation.    
 
Figure 3: Annual Average Coal Production in the U.S. by Decade: 1820s to 2000s.  
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Coal Reserves  
 
Four main types of coal are used as an energy source:  (1) lignite, (2) sub-bituminous, (3) bituminous, 
and (4) anthracite.  Generally, lignite contains the fewest BTUs per ton, while anthracite contains the 
most BTUs per ton.  In addition to variation in energy content, coal deposits also vary significantly in 
sulfur content.  There are five major coal producing regions in the U.S: (1) the Appalachian Basin, (2) the 
Illinois Basin, (3) the Gulf Coast¸(4) the Northern Rocky Mountains and Great Plains, and (5) the Colorado 
Plateau (U.S. Geological Survey 2001).    

The Energy Information Administration (EIA 2009) uses three distinct terms when referring to coal 
reserves.  (1) The Demonstrated Reserve Base (DRB) refers to “coal resources that have been identified 
to specified levels of accuracy and may support economic mining under current technologies.” As of 
January 1, 2009 (2008 data), EIA reported 488 billion short tons of coal as DRB.  (2) Recoverable Coal 
Reserves (RCR) refer to “that portion of the DRB that EIA estimates may be available and accessible for 
mining.”  This classification reflects the fact that some portion of the DRB may not be available due to 
geological, legal, environmental or other reasons.  The EIA estimates recoverable reserves as 261 billion 
tons as of 2008. At 2008 production levels, recoverable reserves are adequate to supply the nation with 
coal for more than two centuries.  (3) “Recoverable coal reserves at producing mines represent the 
quantity of coal that can be recovered (i.e. mined) from existing coal reserves at reporting mines. These 
reserves essentially reflect the working inventory at producing mines. In 2008, the recoverable reserves 
at producing mines were 17.9 billion short tons.”  (All quotes in this paragraph are from the website 
listed at the beginning of the paragraph.) 

A fourth term referring to coal reserves (“Economically Extractable Resource” or EER) is often used by 
the U.S. Geological Survey.  This term refers to that portion of the recoverable reserves that can be 
produced at a profit.  This term will not be used here as USGS does not provide current estimates of EER.   
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EIA (2010) estimated that New Mexico’s recoverable coal reserves at producing mines in 2008 were 605 
million short tons or 3.4 percent of the U.S. total.   The 2008 figure represents an increase of 25.4 
percent over the reported reserves in the state in 2007 (483 million short tons).   New Mexico’s coal 
reserves are mainly in the San Juan Basin in San Juan, McKinley and Cibola Counties (Map1).  

Along with reserve estimates, EIA (2010) also estimated the recovery rate for New Mexico mines to be 
88.4 percent.  Recovery rates vary significantly depending on geological conditions specific to each mine.  
Recovery rates are generally higher for surface mines than in underground mines.  In 2008, four of New 
Mexico’s five active coal mines were surface mines.   
   
Coal Production in New Mexico 
 
Coal was used in fire pits by the Hopi Indians in New Mexico as early as 1300 AD (Kottlowski 1964, p. 3).  
By 1835, coal was being mined near Madrid, New Mexico about 14 miles from Santa Fe but far from 
currently producing coal mines.  In 1861, federal troops at Fort Craig in the south central part of the 
state were mining coal on a “significant scale” (Kottlowski 1964, pp. 3-4).  By the early 1880s, coal 
production in New Mexico exceeded 150,000 short tons (Figure 4). In 1923 New Mexico coal production 
reached four million short tons but declined to a 20th century low of 123,000 short tons in 1954. The 
decline in state production in the 1950s was largely due to the replacement of coal burning, steam-fired 
locomotives with diesel powered locomotives –a national trend as well.  New Mexico coal production 
began to increase again in the 1960s, but did not reach its 1918 peak of four million short tons until 
1969.   
 
Figure 4: Coal Production in New Mexico 1882 to 2008 
 

 
 
Before 1970, New Mexico coal production never exceeded five million short tons or approximately one-
fifth of average annual production in the 2000s.  Although commercial coal mining in New Mexico on a 
relatively large scale began in the 1880s, more than half (52.6 percent) of the state’s total production 
occurred after 1990.   
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During the last several decades, the number of active coal mines in New Mexico has decreased 
substantially.  In 1952, there were 27 active coal mines in the state and those mines produced 759,000 
short tons of coal (U.S. Bureau of Mines, 1952).  In 2008, there were five active coal mines in New 
Mexico, but these mines produced 25.6 million tons of coal.  The decrease in the number of mines and 
the simultaneous increase in production during the last half century reflect mainly a shift from 
underground mining to surface mining in the state.   
 
All five active New Mexico coal mines in 2008 were located in the San Juan Basin (San Juan, McKinley 
and Cibola Counties) in the northwest corner of the state (NMEMNRD 2010).  The five mines are: 
 

1. The San Juan Mine operated by BHPBilliton (BHPBilliton 2010) is the state’s only underground 
mine.  The San Juan mine provides coal to the San Juan Generating Station which produces 
electricity sold in New Mexico and Arizona. The San Juan Mine produced 7.1 million short tons 
of coal in 2008 (EIA 2009, Table 9) The San Juan mine is located 15 miles west of Farmington, 
NM and has 576 employees.  

2. The Navajo mine operated by BHPBilliton is located on the Navajo Indian Reservation about 18 
miles southwest of Farmington, NM.  In 2008, the Navajo Mine produced 8.9 million short tons 
of coal (EIA 2009, Table 9).  The Navajo mine provides coal to the Four Corners power plant and 
has 433 employees (BHPBilliton 2010).  

3. The Lee Ranch Mine is operated by Peabody Energy Resources and is located 35 miles north of 
Grants, NM (Cibola County).  In 2008, the Lee Ranch Mine produced 2.3 million short tons of 
coal (BNSF 2010).   

4. The McKinley North Mine is located about 35 miles northwest of Gallup, NM and was operated 
by Chevron Energy.  The McKinley Mine was the first surface coal mine in New Mexico and 
opened in 1962.  Production continued for 47 years but the mine was closed in 2009.  
Production and employment data for 2008 are not available.   

5. The El Segundo Mine is located 25 miles north of Grants, NM (Cibola County) and is operated by 
Peabody Energy Resources.  The El Segundo mine is New Mexico’s newest mine and began 
production in May 2008.  The El Segundo mine produced 2.5 million short tons of coal in 2008 
(BNSF 2010).   

 
New Mexico Coal Mining Employment  
 
Despite increases in coal production in New Mexico in recent years, employment in the state’s coal 
mining industry has been declining –a pattern also seen at the national level.  Employment in the coal 
industry reflects the dual effects of changes in mining type and technology.  
 
In particular, there has been a long-term increase in productivity per worker in the coal mining industry.  
Labor productivity in the coal mining industry is measured as tons per worker per year (or per day or per 
hour worked).  In 1934, New Mexico’s 2,342 coal miners produced 1,150,825 short tons of coal or about 
491 short tons per worker per year.  In 2008, New Mexico’s 1,445 coal miners produced 25.458 million 
short tons of coal or 17,635 short tons per worker per year.  This is a 35-fold increase in output per 
worker since 1934 (United States Geological Survey 1932-2008, 1936 and 2008).   
 
Given the dramatic increases in labor productivity, the long-term downward trend in coal mining 
employment is not surprising.  In New Mexico this trend has continued in recent years, although there 
was a small increase in coal mining employment in the state between 2007 (1,390 workers) and 2008 
(1,445 workers).   
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Figure 5 exhibits coal mining employment in New Mexico from 1969 to 2008.  Peak employment in New 
Mexico’s coal mines since 1969 occurred in 1994 (2,153 jobs).  In 2001, there were 1,743 jobs in New 
Mexico’s coal mines but this figure decreased to 1,445 in 2008 –a decrease of 17.1 percent.   
 
Figure 5: Coal Mining Employment in New Mexico: 1970 to 2008 

 

 
 
Coal Prices 
 
Coal prices vary substantially by type of coal, location of coal deposits relative to markets, the 
technology used to mine the coal (e.g., surface versus underground mining), the nature of long-term 
contracts, and other market conditions.  Figure 6 displays the price of coal by coal type from 1949 to 
2008 in current dollars per short ton.  Figure 7 displays coal prices by type converted to constant (2005) 
dollars.  The conversion to constant dollars was based on the implicit price deflator for GDP (Bureau of 
Economic Analysis, Table 1.1.9, 2010). Prior to 1978 bituminous and sub-bituminous coal prices were 
not reported separately (EIA, 2009).  As shown in figures 8 and 9, anthracite (with its higher energy 
content) commands a higher price than other coal types.     
 
In real (2005 dollars) terms the price of coal has decreased since 1949. The average price of coal in 1949 
(expressed in 2005 dollars) was $36.17 per short ton.  In 2008, the average price of coal was $30.04 per 
short ton–a decrease of 16.9 percent.  Because 2008 was a year of unusually high energy prices, a 
different comparison may be appropriate.  The 1949 price of coal was 39.2 percent higher than the 2000 
to 2008 average ($22.01 dollars per short ton).   
 
Coal prices in New Mexico differ from national averages.  Figure 8 displays average coal prices in New 
Mexico and the U.S. from 1949 to 2008 Figure 9 displays New Mexico and US coal prices in real (2005 
dollars) from 1949 to 2008.  From 1949 to 1969 the average price of coal in the state and nation hovered 
near $5 per short ton in nominal terms (Figure 8), while the real price of coal was decreasing (Figure 9).  
During the 1970s there was a dramatic increase in coal prices (real and nominal) in both the state and 
nation.  From the 1980s to the early 2000s, real and nominal coal prices declined in the nation and the 
state.  Coal prices began to increase after 2003. 
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New Mexico coal prices have been higher than in the nation for the last two decades (1988 to 2008), but 
this has not always been the case.  During the 1960s and 1970s, New Mexico coal prices remained below 
national prices and the gap was particularly large during the 1970s (Figures 8 and 9).  From 1988 to 2008 
New Mexico and US coal prices have been highly correlated.  The simple correlation coefficient between 
New Mexico and US nominal prices was 0.912 while the correlation between New Mexico and US real 
prices was 0.940.   
 
Figure 6: Coal Prices by Type of Coal in the United States 1949 to 2008 
 

 
 
Figure 7: Real (2005 Dollars) Price of Coal by Coal Type in the U.S. 1949-2008 
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Figure 8 Coal Prices in New Mexico and the United States 1949 to 2008 
 

 
 
Figure 9 Real Coal Prices in New Mexico and the United States 1949 to 2008 
 

 
 
 
Economic Impact of Coal Mining in New Mexico 
 
The economic impacts of coal mining in New Mexico were estimated using multipliers derived from an 
input-output model.  Input-output analysis was developed initially by Nobel Laureate Wassily Leontieff 
in the 1930s.  In the U.S., input-output models are available at the national, state, and county levels.  
Input-output analysis quantifies the relationships between sectors of complex economic systems, 
detailing the movement of dollars between producers and consumers of goods and services.  The input-
output modeling software used in this analysis is IMPLAN PRO Version 3.0, produced by the Minnesota 
Implan Group, Inc.  The IMPLAN models are widely used to conduct economic impact analysis by public 
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and private sector economists.  Additional information on the IMPLAN software and models can be 
found at: www.implan.com.   
 
Typical economic impact studies capture the direct, indirect, and induced impacts of the economic 
activity being considered.  Direct effects are estimates of impacts to the economy resulting from 
production by businesses in the sector under consideration.  That is, a particular sector’s direct effect on 
the economy in dollar terms is the amount of money generated by the sector through sales of its 
products or services.  Indirect effects are impacts to the economy of industry firms purchasing inputs 
from other sectors within the economy.  That is, indirect result from production in other industries as a 
result of production in the primary industry.  Induced effects are the result of increased spending by 
households from the increase in household income that was generated through the direct and indirect 
effects.  The total economic impact of an initial change in the economy is the sum of the direct, indirect, 
and induced effects.  The direct, indirect, induced, and total effects are measured in terms of output 
(industry sales), value added (roughly the equivalent of GDP), labor income (wages, salaries and 
proprietors income), and employment (full and part-time jobs).   
 
In addition, estimated tax impacts of an economic activity such as coal mining are of particular use to 
policy-maker.  For consistency with officially reported tax data, the impacts described below are based 
on data available from the New Mexico State Board of Finance (www.dfa.nm.us).   The production and 
price data used below differ slightly from other officially reported data such as that provided by the 
Energy Information Administration in its various coal reports.   The economic models used to generate 
the impacts are based on a calendar year, while the New Mexico fiscal year begins July 1 and ends on 
June 30 of the following year.  The impacts described below are based on inputs calculated as an 
average of two fiscal years.  For example, the input data for calendar year 2008 consists of the average 
of the data reported for fiscal years 2008 and 2009.   
 
The economic impacts of New Mexico’s coal mining industry in 2008 are displayed in Table 1A.  
Comparable impact estimates for 2007 from the previous report (Peach and Starbuck 2009) have been 
included to facilitate comparisons (Table 1B).  
 
 Differences in impacts between the two reports occur for two main reasons.  First, there were relatively 
small changes in employment and output between the two years.  For example, output (industry sales) 
in the coal mining industry increased by 8.0 percent ($53.6 million) between 2007 and 2008. At the 
same time, coal mining employment in New Mexico increased by 4.0 percent (55 jobs).  Second, 
differences between the 2007 and 2008 impacts result from using a newer version of the economic 
modeling software discussed earlier.  For example, the implied output multiplier from the 2007 model 
was 1.54 while the comparable figure for 2008 was 1.39.  The 2007 implied employment multiplier was 
2.37 while the employment multiplier for 2008 was 2.12.  The changes in the multipliers result from 
improvements in the input-output tables, structural change in the economy, and data revisions.  Overall, 
the 2008 economic impacts exhibited relatively small changes from those reported for 2007.  
In 2008, New Mexico produced 24.1 million short tons of coal at an average price per short ton on 
$30.14 (see Appendix A for a discussion of New Mexico coal production and price data.)  As shown in 
Table 1, the direct output (industry sales) from coal mining in New Mexico in 2008 was $727.5 million 
(production multiplied by price).  The total output impact was $1.0 billion or 1.39 times the industry’s 
direct output.   
 
 
 

http://www.implan.com/�
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Table 1A. Coal Mining Impacts in New Mexico 2008. 
    Direct Indirect Induced Total 

Output $727,520,526  $126,355,696  $160,257,856  $1,014,134,080  
Value Added $393,783,000  $67,023,960  $93,127,370  $553,934,300  
Employment 1,445 541 1,082 3,068 
Labor Income $141,007,616  $27,791,852  $34,525,080  $203,324,544  

Source: Author Calculations using IMPLAN Professional Version 3.0   
 
 
Table 1B.  Coal Mining Impacts in New Mexico 2007. 

Value Direct Indirect Induced Total 

Output $673,944,832  $200,289,241  $165,636,748  $1,039,870,811  
Value Added $370,295,392  $97,019,908  $91,238,499  $588,553,819  
Employment 1,390  786  1,117  3,293  
Labor Income $141,941,298  $41,541,286  $35,149,868  $218,632,452  

Source: Peach and Starbuck 2009, p. 21.   
 
 
 
Tax Impacts of Coal Mining in New Mexico 
 
New Mexico coal production generates substantial tax revenues, rents, and royalties in the state.  Coal is 
subject to gross receipts tax, excise tax, conservation tax, and severance tax (New Mexico Law Section 7-
26-6).  Coal mining properties are also subject to a property tax.  The State of New Mexico also receives 
rental and royalty income from coal leases on state and Indian Land.  The current base severance tax 
rate of $0.57 per short ton was set in 1980.  The state also imposes a severance surtax indexed to the 
Consumer Price Index.  The FY2009 surtax was $0.83 per short ton compared to the FY2008 rate of 
$0.80 per short ton (State Board of Finance, 2010).  Coal mined underground is currently exempt from 
the surtax.  Lucero (2009, p. 22) estimated lost tax revenue from the exemption on underground mining 
at $5.8 million and exemptions on surface mining at $4.7 million in FY2008.   
 
The State Board of Finance (January 2010, p. 12), reports that the Taxation and Revenue Department 
“believes that it has historically calculated the surtax rate at rates lower than provided by law.”  The 
Taxation and Revenue Department intends to impose the correct (higher rates) in FY2010.   
 
A summary of actual taxes, rents and royalties is presented in Table 2.  Tax, rental and royalty data have 
been presented for fiscal years 2008 and 2009.  The average figures presented for FY2008 and FY2009 
correspond to the impact data for calendar year 2008.   
 
The direct taxes, rental and royalty income from coal mining paid to the State of New Mexico are not 
estimates.  Rather, the data are actual receipts as reported by the State Board of Finance, the State Land 
Office, and the federal Mineral Revenue Management Division of the U.S. Department of the Interior.  
The effective tax rate for direct taxes imposed by the state is $3.00 per short ton or 10.0 percent of the 
dollar value of production.  If rents and royalties on state lands are included, the effective tax rate is 
$3.37 per ton.  If federal rents and royalties are included, the effective rate is $3.53 per ton.  The actual 
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tax burden per ton is higher because the federal disbursements include only the state portion of federal 
rents and royalties received.   
 

 
 
In addition to direct taxes, rents, and royalties on coal production described above and displayed in 
Table 2, coal mining adds to state tax revenue indirectly.  For example, the 1,445 coal mining workers 
received $141 million dollars in labor income.  This income is spent and taxed.  The income coal mine 
workers receive is subject to the state Personal Income Tax (PIT).  When a coal mine worker purchases 
goods and services, those expenditures are subject to the Gross Receipts tax (GRT).  The GRT revenues 
generated in this fashion are distinct from the GRT on coal production reported in Table 2.  Incorporated 
businesses in the state that provide goods and services to coal mining workers are also subject to the 
Corporate Income Tax (CIT).   
 
Popp and Peach (2008) calculated effective tax rates for GRT, PIT, and CIT over the last several years as a 
proportion of personal income.  These effective tax rates have been updated and calibrated to labor 
income as reported by the IMPLAN software.  Calculating effective tax rates in this fashion is a common 
procedure among state revenue analysts.  The effective tax rates are reported in Table 3 and were used 
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to estimate the indirect taxes generated by the coal mining industry.  No estimate of indirect property 
taxes is reported.  There are simply too many unknowns to provide a reasonable estimate of indirect 
property taxes. 
 

 
 
The total tax, rental, and royalty revenue from coal mining activities in New Mexico in 2008 is $106.8 
million.  Direct tax, royalty, and rental payments totaled $85.3 million or 79.9 percent of the total.  
 
Limitations of the Analysis 
 
The economic impacts presented are static (single year) estimates and do not capture the dynamic long-
term effects of coal mining on the economic developemnt of New Mexico.  These dynamic effects are 
likely to be important but are not captured in most economic impact studies.   
 
The coal mining industry in New Mexico is particularly important in San Juan and McKinley Counties.  
The economic impacts presented here are at the state level and do not address the disproportionate 
impacts at the county level. 
 
The analysis in this report does not address the economic impact of the production of coal-bed methane 
(CBM) which has been a major source of gas production within the state. The report does not contain an 
analysis of coal fired electricity production in the state.   
 
Tax, rental, and royalty income data are reported as the average of fiscal years 2008 and 2009, while the 
base year for the study is calendar year 2008.  The data timing problem is unavoidable.  Economic 
models are based on calendar years.  State and federal fiscal years do not correspond to calendar years.  
Any distortion due to the use of averages over fiscal years to represent calendar years is likely to be 
small because New Mexico coal production and employment have been relatively stable in recent years.   
 
 
Summary Conclusions  
 
New Mexico has been producing coal for more than a century, but more than half (52.6 percent) of all 
coal mined in the state has been produced since 1990.  Between 1882 and 2008, New Mexico produced 
962.3 million short tons of coal.  Between 1990 and 2008, New Mexico produced 506.3 million short 
tons of coal.  New Mexico’s economically recoverable reserves (485 million short tons) are substantial 
and should be sufficient for continued production at current rates for an extended period.  
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In 2008, New Mexico’s coal mines produced 24.1 million short tons of coal.  The average price was 
$29.91 per short ton (average of FY2008 and FY2009 data reported by the State Board of Finance).  The 
reported sales value of coal produced in New Mexico in 2008 was $727.3 million.   
 
The coal mining industry in New Mexico contributed about $1.0 billion in total output and $553 million 
in value added –including the direct, indirect and induced effects.   Direct coal mining employment in 
New Mexico in 2008 was 1,445 jobs.  Total employment (direct, indirect, and induced) associated with 
coal mining employment was 3,068.  In total, the industry accounted for $106 million in tax, rental, and 
royalty income to the state.   
 
The economic impact analysis presented in this report suggests that coal mining is an important sector 
of the New Mexico economy.  The analysis in this report is part of an on-going effort to examine the 
impact of fossil fuels on the New Mexico economy.  Other reports in this series may be found on the 
PROSPER project website at: http://arrowhead.nmsu.edu/arrowheadcenter/prosper/index.html.   
 
Comments on this and other PROSPER project reports are welcome and should be sent to James Peach 
at jpeach@nmsu.edu .    

http://arrowhead.nmsu.edu/arrowheadcenter/prosper/index.html�
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Appendix A: Coal Data Sources and Issues 
 
New Mexico Coal production and value (price) data are available from three sources: 
 

(1) U.S. Department of Energy, Energy Information Administration, (EIA) Annual Coal Report 2009 
http://www.eia.doe.gov/cneaf/coal/page/acr/acr_sum.html  

(2) New Mexico Energy, Minerals and Natural Resources Department (NMEMNRD), Mining and 
Minerals Division Annual Report 2009 http://www.emnrd.state.nm.us/main/Publications.htm 
and 

(3) New Mexico State Board of Finance (NMSBOF) Annual Continuing Disclosure Report FY2009 
http://board.nmdfa.state.nm.us/content.asp?CustComKey=293838&CategoryKey=293971&pn=
Page&DomName=board.nmdfa.state.nm.us   

 
Table A-1 displays coal production, price, and value data from these three sources for calendar year 
2008. As shown in the table, calendar 2008 data from NMSBOF are the average of Fiscal Years 2008 and 
2009.  Fiscal years in New Mexico are from July 1 to June 30.  As can be seen in Table A1, there is 
substantial variability in the data.  The range in the production figures is 1.6 million tons (NMEMNRD vs 
NMSBOF).  The range in price is $7.43 per ton (about one-fourth of the reported prices).  The reported 
price and production differences result in large differences in the value of coal produced ($662.7 million 
reported by NMEMNRD and $850.4 million implied by the EIA production and price figure).    
 

Table A1 
New Mexico Coal Production, Price, and Value Data 2008 by Source 

Source EIA NMEMNRD NMSBOF FY08 NMSBOF FY09 NMSBOF 
2008*** 

Production* 25,645,000 25,751,868 22,801,290 25,482,801 24,142,045 
Price** $33.16 $25.73 $29.18 $31.09 $30.14 
Value $850,388,200 $662,697,319 $665,449,922 $792,304,607 $727,520,526 
*Production measured in short tons 
**Price in $ per short ton 
***Average of FY2008 and FY2009, NMSBOF FY2008 data revised from original FY2008 report 
 
 
The differences in coal price data may be due to alternative concepts of price.  EIA reports three 
different prices of coal: (1) an open market spot price of coal sold to other coal companies or 
consumers, (2) a captive price of coal used by the producing coal company or sold to affiliated parent 
organizations, and (3) a delivered price of coal to electric generating utilities.  The EIA price reported in 
Table A1 is an average annual open market price.  The prices reported by NMEMNRD and NMSBOF are 
average prices based on taxable value of coal produced in the state.   
 
The economic impacts calculated in this report are based on the average production, price, and value 
figure from NMSBOF (last column of Table A1).  The NMSBOF data are consistent with reported taxes on 
coal in New Mexico.  New Mexico tax data on coal are available only from NMSBOF.  The New Mexico 
Department of Taxation and Revenue does not report the tax data because there are so few coal mining 
firms in the state.   
  

http://www.eia.doe.gov/cneaf/coal/page/acr/acr_sum.html�
http://www.emnrd.state.nm.us/main/Publications.htm�
http://board.nmdfa.state.nm.us/content.asp?CustComKey=293838&CategoryKey=293971&pn=Page&DomName=board.nmdfa.state.nm.us�
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Appendix B: Data and Data Sources 
 

 
 
  



20 
 

 
  



21 
 

 
 

  



22 
 

Table B4:  
 

 
  



23 
 

Table B5 
 

 
  



24 
 

 
Table B6  
 

 
  



25 
 

Table B7 

 
  



26 
 

Table B8  
 

 



27 
 

Table B9 
 

 


