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Executive Summary

What are the potential benefits from localizing thed system in New Mexico?
This report, commissioned by the Bioneers’ DreanNiegv Mexico Project and
underwritten by the McCune Foundation, suggestegip@rtunities are huge.

A recent report of the New Mexico Climate Changeviddry Group estimated
that only about 3% of food grown in state reachesnouths of in-state consumers.
Indeed, of the $2.5 billion received by New Mexidarmers each year, 80% is earned
either from exports of dairy products and cattlérom sales of the grains to support
these animals. Most of the remaining agricultpralducts in the state, such as pecans,
onions, and chile, are exported as well.

Localization means New Mexicans, while continuihgit food-export industries,
would consume more of the raw foodstuffs grownased in the state. Residents also
would purchase more processed foods from local faaturer, buy more of all kinds of
food from local grocery stores, and eat out mohecsigely in local restaurants.

We calculate, using the IMPLAN input-output modbht were Dreaming New
Mexico’s goal of 25% food localization realized 2§20, it could generate $1.4 billion in
additional output, $346 million in additional eargs, $44 million in additional business
taxes, and more than 10,000 additional jobs. €ddtbenefits, roughly 17% come from
increased farming, 18% from the increased raisfrfgslo, game, and meat, and the rest
from value-added food manufacturing, distributicetail, and restaurants. To put the jobs
number in perspective, it's worth noting that 10@%d localization would provide a job
to more than half of all New Mexicans unemployediiyn

By far, the biggest job-creating opportunity iscteate new grocery stores in food
deserts in the state and build an in-state digtdbunfrastructure to service them. Other
major opportunities are: raising more chickens jgigd, and processing meat in state;
growing fruit and other produce; expanding theessatursery industry; increasing the
number of bakeries; and expanding food manufadaundustries (particularly for
soybean products, healthy snack foods, and pesjood

Ten percent of food consumption in New Mexico ignstitutions, about a third
of which is by schools. Selective procurementbetl food by government agencies
could therefore be a significant driver of fooddbzation.

Achieving 25% food localization by 2020 in New Meaicould prevent the
emission of 1.1 million metric tons of carbon itkb@ atmosphere—roughly 1-2% of all
emissions in the state. More savings are possifded localization is accompanied by
more efficient distribution systems, with less igeration and packaging.

The study provides two dozen recommendations fblipand private action,
including overhauling the state’s economic-develeptipolicies and creating a tax credit
for residents who invest in local food businesses.
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Introduction

What are the realistic opportunities for localizihg food system in New
Mexico? What are the economic and ecological benefirealizing these opportunities?
What are the obstacles? What concerted actiotdicpand private, might overcome
these obstacles? These are the questions beiad pgHreaming New Mexico (DNM),
a new project of the Bioneers.

A generation agdQur Common Futuresometimes called the Brundtland Report,
defined sustainability as meeting the needs otthieent generation without
compromising the ability to meet the needs of feitgenerations. Many now fault this
definition for leaving ouplace No state or community should achieve sustainglait
another’s expense. A better formulation mighthsg 6 community should meet its
needs, whether current and future, without compsorgithe ability of any other
community to meet its need, current and futureis Ttodification places responsibility
squarely on every community to develop an econdrayrmaximizes self-reliance on the
renewable use of local resources.

Under this formulation of sustainability, trade do& end. But it does become
refocused. Localizing communities would seek toompnly those goods and services
that are not locally producible. They would alake care not to import items produced
elsewhere in unsustainable ways.

Practically speaking, trade in a localized worldl wecome a lot lighter. Rising
oil prices mean that shipping will become incregbirexpensive. And the huge potential
costs of global climate disruption may well lead/gmments to enact policies, like
carbon taxes, that raise shipping costs further.

In the world that lies ahead, regions that locadiady and effectively will
prosper. In this sense, localization is as mu@utbecuring economic success as
ecological resilience.

There’s no better place to see the opportunitielsodostacles to localization than
New Mexico. Purplish in its politics, diverse 8 constituents, rich in its culture and
history, and filled with world-renowned figurestime arts, science, and business, New
Mexico is on almost everyone’s short list of belllver states. New Mexico is an
important starting place for thinking about fooddbzation for another reason as well —
it is a state replete with human suffering, brollesams, and huge challenges. By most
measures, New Mexico leads nearly all 50 statgowuerty. Were it not for a few
pockets of wealth, such as Los Alamos, Santa FKeTans, the state might well rank as
the poorest in the nation.

Both a cause and an effect of this poverty is taee's inadequate food system.
In the 200Munger AlmanacNew Mexico ranked dead last in the nation in food
security. Hunger and malnutrition are widespre8dvere snowstorms can literally



empty out the shelves of many grocery stores fgs.d&lew Mexicans are so dependent
on outside imports of food that a terrorist evedDD0 miles away could be devastating.

Yet New Mexico also has the beginnings of a robosglized food system. The
restaurants of Santa Fe, Taos, and Albuquerqueedao local crops like chile and
Native American cooking traditions, are admired ldide. Farmers markets
throughout the state are thriving. A small, budvging cadre of consumers is trying to
localize their food purchases, and a growing nurobé&irmers are weighing whether to
abandon commodity production to meet that demandew generation of grocery
stores, like La Montanita Coop (with four storeflbuquerque, Gallup, and Santa Fe)
and the Toucan Market in Las Cruces, are carvimgpatitive local niches. State and
local officials are joining as well by embracin@fi-to-school” programs.

A recent report by the New Mexico Climate Changeisdry Group (hereafter
Advisory Group), convened initially by Governor BRichardson, undertook a detailed
analysis of opportunities and obstacles standirtgerway of the state addressing one of
the biggest environmental challenges of th& @éntury — climate disruption resulting
from the steady atmospheric accumulation of cadhokride, methane, and other
emissions from human activity. Among the focaln®ifor action were state energy and
food policies. Significantly, the Advisory Groupged the state to “adopt programs to
increase the amount of locally produced food corexim the state: From today’s
approximate 3 percent consumption of local fooddmef this in dairy products), by the
year 2012, local food systems should be constructetift to 8% local food
consumption, and to 25% by 2020. Reduction inmgtease-gas (GHG) emissions
should occur by offsetting imported foods with hgginbedded GHG (from
transportation) with local foods that have sigrafidy lower GHG.” (Recommendation
A-10)

About This Report

Taking the Climate Change Advisory Group’s recomdaion as a starting place,
Dreaming New Mexico commissioned this report tonsersthe five questions:

(1) Opportunities- What are the most promising opportunities fgraeding the
state’s ability to feed its own residents?

(2) Economic Benefits What are the potential economic benefits fro®26o0d
localization by the year 2020? From 50% local@a® 100%?

(3) Institutional Potentia- To what extent can public and private institaéigerve
as a driver for realizing the market potentialaxfdlization?

(4) Ecological Benefits- How significant might be the reduction of thetst®annual
contribution in greenhouse gases under these sioegerios for localization?



(5) Implementation- What are the biggest obstacles impeding thesdization
scenarios, and how might they be overcome?

This report answers these questions successivéileisections.

For some, the answers here will be tantalizinguoditilfilling, because so much more
work on each question is needed. For exampleyeaype of local food business
opportunity itself deserves a detailed analysdatermine the extent to which it is
plausible and which private initiatives and pulgadicies could increase the plausibility.
The scope of this study was limited. The calcatasiare based on existing federal and
state databases, supplemented with meetings witle state experts in April 2008 — in
Santa Fe, Albuquerque, and Las Cruces — and fallpwenversations with others via e-
mail and phone.

But the basic message is this: If New Mexicansaberiously on the quest for
food localization, they can achieve an importamhbaun not only for the state’s food
security and environmental stewardship but alsat$ozconomy.



Local Economies and Food

A growing body of evidence, much of it elaborated he Small-Mart
Revolution® suggests that economic development works best wii@tuses on
businesses that arechlly ovned andmport-aibstituting (LOIS). Local ownership
means that working control of a company is heldimita small geographic area. Import-
substituting means that the company is focusetidird foremost (though not
exclusively) on local markets.

A large body of academic study and community exgmee suggests that local
ownership matters for economic development inadtléve ways:

» Locally owned businesses generally contribute nimtbe “economic
multiplier” than non-local business — which mear@menncome, wealth, jobs,
and taxes — because the former spend more monajyloc

* While absentee-owned businesses increasingly camsidving to Mexico or
China, with little concern that their exit mightotv an abandoned community
into an economic tailspin, businesses anchoredlyotteough own3ership
stay and produce wealth for many years, often ngemerations.

» Because local businesses tend to stay put, a cortymuith primarily local
businesses can raise labor and environmental stidéth confidence that
its businesses will adapt rather than flee.

* Aregion made up of small, locally owned businessétter equipped to
promote smart growth and walkable communities, dawists through
unique attractions, and retain talented young pmeaplo seek entrepreneurial
opportunities.

» Compared to economies dependent on absentee owtezgreses, local-
business economies tend to have greater sociditgtdbwer levels of

! Michael H. ShumarThe Small-Mart Revolution: How Local Businesses Beating the Global
Competition(San Francisco: Berrett-Koehler, 2006).

2 Of course, staying put does not ensure succelssagdmports of chile, for example, may requireloc
New Mexican farmers to move into new crops to sugvi

% For example, the state of Maryland is highly defgsti on a poultry industry (dominated by two
companies, Tyson and Perdue) that continually tarsato move to more “business-friendly” jurisdicts
like Arkansas and Mississippi. Despite its impresgierformance in other categories of sustaingike
smart growth, the state has found it politicallypwssible to regulate the poultry industry’s praeté more
than a billion pounds of manure into the Chesap&ake the largest estuary in North America. Weee th
Maryland economy made up of locally owned busingssiicials could more easily raise environmental
standards. At the same time, of course, jurisalistiike Maryland must be mindful that, even whecal
businesses prevail, ratcheting up standards tdodag kill an industry.



welfare, and more political participatién.

Import substitution matters for economic prospeagywell. Every time a
community imports a good or service that it coudardn cost-effectively produced for
itself, it “leaks” dollars and loses critically imgant multipliers associated with them.
Unnecessary imports — of petroleum, for exampldjesti a community to risks of price
hikes and disruptions outside local control (theerenergy self-reliant a community, the
less outside prices matter). And they deny a conityia diversified base of businesses
and skills needed to take advantage of unknown gakdowable) future opportunities in
the global economy.

Import-substitution does not mean isolating a comityufrom the global
economy. To the contrary, as the late Jane Jaogbed, promoting import-substituting
businesses turns out to be the most effective walgtelop export-oriented businesses.
But instead of putting all of the community’s egg®ne export-oriented basket that
results in complete dependence on fluctuating dlotaakets, this strategy develops
myriad small businesses, grounded (initially astean diversified local markets with
many then becoming exporters.

This perspective does not carry a negative modgment about non-LOIS
businesses. To the contrary, many global, exgorebmpanies are terrific at creating
wealth and jobs. But for every dollar of saleg évidence suggests that the typical
LOIS business produces more benefits for a givgionethan the typical non-LOIS
business, because local ownership anchors thedsssio the community and because of
the higher multiplier effect.

More than 100 communities throughout the UnitedeSthave begun embracing
the principles of LOIS, many as networks linkedrie Business Alliance for Local
Living Economies (BALLE) and the American IndepentdBusiness Alliance (AMIBA).
Business networks in both Santa Fe and Albuquednque close ties to both
organizations. And these networks, like their lmet across the country, have
prioritized local food. This reflects a wise judgnt that people viscerally understand the
value of knowing and trusting the producers of what ingest every day. In New

‘c. Wright Mills and Melville Ulmer, “Small Businesand Civic Welfare,” irReport of the Smaller War
Plants Corporation to the Special Committee to $tBbblems of American Small Busine§&ocument
135. U.S. Senate, 79th Congress, 2nd session, &gtk8. (Washington, DC: U.S. Government Printing
Office, 1946); Thomas A. Lyson, “Big Business armh@nunity Welfare: Revisiting A Classic Study,”
monograph (Cornell University Department of Rurati®logy, Ithaca, NY, 2001): 3; and Thad
Williamson, David Imbroscio, and Gar Alperovitdaking A Place for Community: Local Demaocracy in a
Global Era(New York: Routledge, 2003), 8.

® The argument is essentially this: Suppose Noetkaba wished to replace imports of electricity with
local wind-electricity generators. Once it builtn@mills, it would be self-reliant on electricityub
dependent on outside supplies of windmills. Het up its own windmill industry, it would then loece
dependent on outside supplies of machine partsrestal. This process of substitution never endsitbu
does leave North Dakota with several new industrigselectricity, windmills, machines parts, andtal
fabrication — that are poised to meet not only lleeds but also export markets.



Mexico the growing interest in local food also eetis a passion for food tourism and
concern about meeting residents’ basic nutritiorgds.

There is a emerging sense among hundreds of thdsi®hiNew Mexicans that
another path is possible.



|. Opportunities for Localization

The first step in thinking about how to localizeN®exico’s food system is to
estimate how much is local already. This in twrguires a definition of what is meant by
the “food system.” Most equate the “food systenithvwiarming and agricultural
production, and that’'s where we begin as well.

An Overview of New Mexico’s Agricultural System

Chart 1 presents data from the most recent edifio6) ofNew Mexico
Agricultural Statisticspublished by the state Department of Agricultufée story here
is relatively simple. New Mexico produces about#llion of agricultural goods each
year® Some 72% of this output revolves around cattte@ws, about half from beef
cattle grown in state and half from milk and dgirgducts from in-state cows. Another
8% of the output is the hay and corn grown in tlagesto support these animals (alfalfa
also plays a role here, albeit smaller). Five otneps, primarily for export, account for
another 10% of the state’s agricultural productipecans ($85 million per year),
greenhouse nursery plants ($63 million), onion$(dllion), chile ($42 million), and
cotton lint ($35 million). Every other raw foodftaccounts for less than 10% of total
value of in-state production.

One way of looking at these data is to observeribatly all the raw food grown
in the state is for export. And very little ofsHfood, save some cheese and other milk
products, is converted into value-added goods.n&eists have long understood that a
region that primarily exports basic commoditiesallsuremains stuck in poverty. (The
state’s other principal products, such as oil, gas, coal, also follows this pattern.)
Worse still, the enormous dependence of theseldynial industries on energy-intensive
inputs, for fertilizers, pesticides, feed additiviesm equipment, animal transport, and so
forth, means that they are vulnerable to riseergy prices.

To put these numbers in perspective, considervibeal contours of the state
economy. In 2006 — when most of the calculationthis study are made — that state had
1,955,000 people whose collective personal income about $58 billion. Total annual
output was $123 billion. Receipts for raw food&ufonstituted a little over 4% of
personal income, and 2% of overall state outputiagdart of the overall economy.

® The U.S. Department of Agriculture’s estimateg th&2007 the market value of all agriculture proiu
sold was about $2.2 billior2007 Census of Agricultur&ol. 1, Part 51, updated September 2009, p. 281.
The difference between federal and state datacteflightly different accounting procedures andrsiiy
different years. To make consistent calculatidmsughout this report, we use the state data.
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Chart 1

Common View of NM Food System
(Source: 2006 NM Agriculture Statistics)

Yr 2006
Receipts ($1000)
Meat Animals |Cattles & Calves $905,138
Sheep & Lamb $5,888
Hogs & Pigs $279
Milk Wholesale Milk $911,614
Poultry & Eggs |Poultry & Eggs $19,835
Misc. Livestock [Wool & Mohair $1,022
Other Livestock $17,323
Food Grains Wheat $19,029
Feed Crops Hay $156,698
Sorghum Grain $7,074
Corn for Grain $17,472
Corn for Silage $56,700
Cotton Cotton Lint $34,595
Cottonseed $5,022
Peanuts Peanuts $8,856
Vegetables Dry Beans $4,850
Onions $45,936
Potatoes $11,376
Chili $41,705
Misc. Vegetables $26,000
Fruits & Nuts Pecans $85,100
Other Fruits & Nuts $5,345
All Other Crops JGreenhouse Nursery $62,270
Other Seeds $300
Other Field Crops $14,100
$2,463,527
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Chart 2
New Mexican Expenditures on Food

(Source: U.S. Consumer Expenditure Survey)

Consumption

Food at Home

Cereal & Bakery Products

Cereals & Cereal Products

$98,583,528

Bakery Products

$208,007,815

Meats, Poultry, Fish, Eggs

Beef

$156,282,388

Pork $107,068,834
Other Meats $71,240,626
Poultry $92,963,878
Fish & Seafoods $76,908,956
Eggs $22,888,597

Dairy Products

Fresh Milk & Cream

$101,924,778

Other Dairy Products

$158,593,129

Fruits & Vegetables

Fresh Fruits $124,276,381

Fresh Vegetables $119,655,732

Processed Fruits $73,065,965

Processed Vegetables $61,877,241
Other Food at Home

Sugar & Other Sweets $81,548,464

Fats & Oils $59,100,367

Misc. Foods

$417,113,443

Nonalcoholic Beverages

$209,961,326

Food Prepared on Trips

$26,709,174

Food Away from Home

$1,764,911,070

Alcoholic Beverages

$285,371,917

TOTAL

12
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Chart 2 summarizes the expenditures of New Mexicar®od each year,
according to the U.S. Consumer Expenditure Sufv@ptal in-state consumer spending
in 2006 was $4.3 billion: $2.3 billion on foodstyffirchases; $1.7 billion on eating out;
and $285 million on alcoholic beverages.

A very rough comparison between Charts 1 and 2estgdhat New Mexico
produces relatively little “local food.” In factearly all the major food items produced
are for export. Taking this approach, the New Mextlimate Change Advisory Group
estimated that local food production accountedfdy about 3% of New Mexican’s
consumption. Many of these raw foodstuffs, evehely find their way into the mouths
of New Mexicans, are processed out of state. Vaéie reach about 6 months of age,
for example, an estimated 95% of the cattle arergg to feed lots in Kansas, Colorado,
and elsewheré,

But raw foodstuffs turn out to be a relatively shpert of New Mexico’s overall
food system.

The Broader New Mexico Food System

Charts 1 and 2 contain significant gaps. The pcbdn data in Chart 1 do not
include any value-adding activity: food manufacti@pping, wholesaling, retailing,
and restaurant selling. The consumption data @rtChcover household consumption of
most foodstuffs, but exclude certain expenditueeg.( pet foods) and don’t cover
government or intermediate business consumptiantruly account for all consumption
and production — that is, the entire food systembetter approach is to deploy an input-
output model, since the modelers go to great lengtimake sure the data are
comprehensive and consistent. This report usedtReAN input-output model and its
2006 database for New Mexio.

Even with IMPLAN, however, the exact meaning of@otl system” can be
debated. Consider, for a moment, what a very bdedidition might encompass. A
“food and fiber system,” inclusive of all naturathyown products, might include logging
and wood products, like lumber, building materialsg paper. It might include textiles,
clothing, and linens. It might include biofuelsddsiochemicals derived from plant
matter grown in the state. It might include keguhsuppliers to the farm sector like
fertilizer, livestock, and machinery. It might lnde financial sectors lending to food

" The calculations are based on national data atmmsumer expenditures, broken down by income
quintiles. Multiplying by the number of householdsach quintile yields the expenditure in each
category.

8 Louise Pape, Personal Communication, 21 May 20%he was the key researcher on the agricultural
chapter in the Advisory Group’s report.

° Even though IMPLAN is the best tool for this kinflanalysis, it's not necessarily a very good tool.
Professor Michael Patrick at New Mexico State Ursitg is currently trying to update and improve the
IMPLAN multipliers in the state’s agricultural sect As noted later, IMPLAN’s imperfections tend to
understateopportunities for localization.
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industries or reinvesting profits generated by thénmight include key food distribution
sectors like warehousing and transportation.

Including all these sectors of the New Mexico “fatt fiber” system would
encompass 295,000 jobs—15% of the state’s emplotynidre economic output
associated with this is over $28 billion, nearlguarter of all output in the state and more
than ten times the output suggested by the rawstaffcdata in Chart 1.

For purposes of this study, however, we narrowdéfenition of a food system to
include only the following item&?

- raw foodstuffs, including crops, produce, nuts, arehts;
- value-addedood production using these raw foodstuffs; and

- other categories in IMPLAN linkegdrimarily to food, such as food stores and
restaurants.

This definition of the New Mexico food system, &aswn by Charts 3a and 3b,
encompasses half the businesses of the broadaitidefi The total number of jobs is
117,442 and annual output is $9.9 billion. Sigifitly, the level of output in this
formulation is still four times greater than thevrBbodstuff framework presented by the
state Department of Agriculture.

The Potential for Localization

The next step in our analysis is to calculatedloalization potential in each of
these sectors. One method is to compare the nuohEs in each economic sector in
New Mexico with those in the United States as aleth@While localization, in principle,
could be calculated on the basis of the salesec®lpts of food businesses in New
Mexico, local data in these categories either doemtst or are not publishéed)

% Among the categories deleted with this narrowiregtabacco and cotton farming, logging, nurseries,
general merchandise stores (like Wal-Marts), artdlbo Because there are opportunities for credting
through localizing the food parts of these categmrihis choice makes our job potential calculatimore
conservative.

1 The use of jobs as the principal measuremenbfmlization is driven by the limits of existing exsnic
databases. The government does not tally consempenditures at the local (zip code or county) lleve
Nor does it publish data on receipts of compamegpkcific industrial sectors at the local lev€he only
local data available on companies in specific indaissectors is jobs.

14



Chart 3-a*?

Narrower Definition of the New Mexico Food System

Actual NM
Industry Actual NM
Implan Output* Employment
Sector |Industry ($ Millions) (FTE)

1]Oilseed farming 0 1

2]Grain farming 56 960

3]Vegetable and melon farming 135 878

4] Tree nut farming 120 1,036

5]Fruit farming 2 29

6]Greenhouse and nursery production 62 595

9]Sugarcane and sugar beet farming 0 0
10JAll other crop farming 562 3,215
11]Cattle ranching and farming 1,944 16,253
12]Poultry and egg production 49 105
13JAnimal production, except cattle and poultry 32 760
16]Fishing 0 0
17]Hunting and trapping 41 333
18] Agriculture and forestry support activities 152 5,408
46]Dog and cat food manufacturing 12 11
47]0Other animal food manufacturing 92 129
48]Flour milling 13 18
49]Rice milling 0 0
50]Malt manufacturing 0 0
51]Wet corn milling 0 0
52]Soybean processing 0 0
53]Other oilseed processing 0 0
54]Fats and oils refining and blending 0 0
55]Breakfast cereal manufacturing 183 201
56]Sugar manufacturing 0 0
57]Confectionery manufacturing from cacao beans 2 3
58] Confectionery manufacturing from purchased chocola 36 125
59]Nonchocolate confectionery manufacturing 50 184

12 Charts that run over onto two or more pages aneted, after their number, by a, b, c, etc.
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Chart 3-b

Narrower Definition of the New™ Mexico Food System

Actual NM
Industry Actual NM
Implan Output* Employment
Sector [Industry ($ Mill) (FTE)

60]Frozen food manufacturing 133 496
61]Fruit and vegetable canning and drying 320 803
62| Fluid milk manufacturing 167 283
63]Creamery butter manufacturing 0 0
64|Cheese manufacturing 634 855
65|Dry- condensed- and evaporated dairy products 71 98
66]Ice cream and frozen dessert manufacturing 0 0
67]Animal- except poultry- slaughtering 18 48
68| Meat processed from carcasses 167 387
69|Rendering and meat byproduct processing 5 10
70]Poultry processing 1 7
71|Seafood product preparation and packaging 0 0
72|Frozen cakes and other pastries manufacturing 0 0
73|Bread and bakery product- except frozen- manufactu 69 510
74]Cookie and cracker manufacturing 16 50
75]Mixes and dough made from purchased flour 0 0
76|Dry pasta manufacturing 0 0
77| Tortilla manufacturing 69 497
78]Roasted nuts and peanut butter manufacturing 82 176
79]Other snack food manufacturing 0 0
80]Coffee and tea manufacturing 0 1
81]Flavoring syrup and concentrate manufacturing 0 0
82|Mayonnaise- dressing- and sauce manufacturing 0 0
83| Spice and extract manufacturing 128 319
84]All other food manufacturing 168 692
85| Soft drink and ice manufacturing 152 244
86]Breweries 51 107
87]Wineries 56 182
88| Distilleries 0 0
405]Food and beverage stores 804 13,593
481]Food services and drinking places 3,256 67,840
9,910 117,442
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Chart 4a
Focused View of NM Food System
Possible Localization Potential

Actual NM Extra Output
Industry Actual NM Expected Current Degree Extra Jobs ($ Millions)
Implan Output* Employment | NM Employment of with 100% with 100%
Sector JIndustry (% Millions) (FTE) w/Self Reliance Self-Reliance | Self-Reliance | Self Reliance

1]Oilseed farming 0 1 790 0% 789 41

2]Grain farming 56 960 1,748 55% 788 46

3]Vegetable and melon farming 135 878 775 113% 0 0

4] Tree nut farming 120 1,036 175 591% 0 0

5]Fruit farming 2 29 1,674 2% 1,645 140

6]Greenhouse and nursery production 62 595 1,653 36% 1,058 111

9]Sugarcane and sugar beet farming 0 0 361 0% 361 13
10]All other crop farming 562 3,215 913 352% 0 0
11]Cattle ranching and farming 1,944 16,253 4,871 334% 0 0
12]Poultry and egg production 49 105 605 17% 500 231
13JAnimal production, except cattle and poultry 32 760 3,666 21% 2,906 121
16]Fishing 0 0 1,885 0% 1,885 71
17]Hunting and trapping 41 333 181 184% 0 0
18] Agriculture and forestry support activities 152 5,408 5,472 99% 64 2
46]Dog and cat food manufacturing 12 11 120 9% 109 123
47]Other animal food manufacturing 92 129 199 65% 70 50
48]Flour milling 13 18 82 22% 64 46
49]Rice milling 0 0 20 0% 20 12
50]Malt manufacturing 0 0 5 0% 5 5
51]Wet corn milling 0 0 41 0% 41 52
52]Soybean processing 0 0 63 0% 63 180
53]Other oilseed processing 0 0 21 0% 21 44
54]Fats and oils refining and blending 0 0 47 0% 47 63
55]Breakfast cereal manufacturing 183 201 83 241% 0 0
56]Sugar manufacturing 0 0 100 0% 100 59
57]Confectionery manufacturing from cacao beans 2 3 41 7% 38 20
58]Confectionery manufacturing from purchased chocola 36 125 262 48% 137 39
59]Nonchocolate confectionery manufacturing 50 184 173 107% 0 0
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Chart 4b
Focused View of NM Food System
Possible Localization Potential

Actual NM Extra Output
Industry Actual NM Expected Current Degree |Extra Jobs ($ Millions)
Implan Output* Employment INM Employment Jof with 100% with 100%
Sector |Industry ($ Mill) (FTE) w/Self Reliance |Self-Reliance Self-Reliance | Self-Reliance

60]Frozen food manufacturing 133 496 602 82% 106 29
61]Fruit and vegetable canning and drying 320 803 628 128% 0 0
62]Fluid milk manufacturing 167 283 355 80% 72 43
63]Creamery butter manufacturing 0 0 20 0% 20 10
64|Cheese manufacturing 634 855 242 353% 0 0
65]Dry- condensed- and evaporated dairy products 71 98 86 114% 0 0
66]Ice cream and frozen dessert manufacturing 0 0 151 0% 151 74
67]Animal- except poultry- slaughtering 18 48 883 5% 835 306
68]Meat processed from carcasses 167 387 764 51% 377 162
69|Rendering and meat byproduct processing 5 10 70 14% 60 28
70]Poultry processing 1 7 1,547 0% 1,540 309
71]Seafood product preparation and packaging 0 0 315 0% 315 89
72|Frozen cakes and other pastries manufacturing 0 0 91 0% 91 15
73|Bread and bakery product- except frozen- manufactu 69 510 1,372 37% 862 117
74]Cookie and cracker manufacturing 16 50 195 26% 145 48
75]Mixes and dough made from purchased flour 0 0 114 0% 114 48
76]Dry pasta manufacturing 0 0 49 0% 49 20
77]Tortilla manufacturing 69 497 96 518% 0 0
78]Roasted nuts and peanut butter manufacturing 82 176 60 295% 0 0
79]Other snack food manufacturing 0 0 227 0% 227 133
80]Coffee and tea manufacturing 0 1 92 1% 91 25
81|Flavoring syrup and concentrate manufacturing 0 0 75 0% 75 66
82|Mayonnaise- dressing- and sauce manufacturing 0 0 86 0% 86 34
83| Spice and extract manufacturing 128 319 135 235% 0 0
84]All other food manufacturing 168 692 459 151% 0 0
85]Soft drink and ice manufacturing 152 244 717 34% 473 295
86|Breweries 51 107 202 53% 95 46
87|Wineries 56 182 331 55% 149 46
88|Distilleries 0 0 77 0% 77 88
405]Food and beverage stores 804 13,593 19,476 70% 5,883 348
481|Food services and drinking places 3,256 67,840 66,428 102% 0 0
9,910 117,442 121,971 22,602 3,847
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Because the U.S. economy is relatively self-relfabbut 16% of GDP goes to
imports®) and because the buying patterns of American fasnére very similar from
region to region across the country, a self-relsate economy should have a job
composition that does not differ much from the oradil average. A truly self-reliant
region would have equivalent representation offedltypes of business found in the
United States. Whether this is possible, or dbirajiven the economic goals and
natural endowments of the state — a desert ecotikenflew Mexico could not hope to
have much of a fishing sector, for example — isl@oquestion thahenmust be asked.

Where the state has a proportionally larger ecooseitor than the U.S.
averag€ it probably is exporting. Where the state hasapgrtionally smaller economic
sector, it probably is importing. This method parg a good “first cut” on the potential
for import substitution in each food sector.

Charts 4a and 4b calculate how many additional gsbgossible in each of the
food sectors in IMPLAN were each sector in theestatachieve 100% self-reliance. The
more actual jobs in a sector fall short of the expe number, the larger the number of
additional jobs possible through local productiltna sector where the state is a net
exporter, these calculations assume that the nuailaeiditional jobs possible is zero.

The bottom line for Charts 4a and 4b is that 22 &aPa jobs are possible with
total localization of all the IMPLAN food sector3hese jobs would generate another
$3.85 billion of output for the state.

From Potential to Plausible Localization

Mainstream economists are skeptical about locatzagtudies, arguing that what
exists today is the natural result of supply anchaied efficiently intersecting. An
agricultural economist at New Mexico State Univigrdior example, wrote us:

The basic premise of “localization” is that locandand is greater than local
supply. Closing the local supply “gap” becomes emn@mic opportunity (more
production, more jobs, more income, etc). Indeadply “gaps” may be
economic opportunities. But how much so? The praffl New Mexico

agriculture today is the result of economic reaBupply and demand constraints
determine what can be produced and sold profitghilithe state. Supply-side
constraints include resource availability (climdssad, water, labor force, and
capital) and their costs. Demand-side constraimdiside population (how many
consumers are there? where do they live- ruralfudemsity?) and per capita
income (how much money do they have to spend?peafdrences (what do they

13 This percentage would be considerably lower weeelinited States attentive to its trade deficit an
certainly will be lower if, as seems likely, thdwa of the dollar shrinks. Over the past two gatiens,

this percentage has varied between 10% and 21%: i”Q960; 21% in 1970; 11% in 1980; 11% in 1990;
and 15% in 2000. U.S. Census Bureatatistical Abstract2001, Table 640.

14 We determined the “expected” jobs in each foodasdiy taking the national number of jobs, dedugtin
any percentage attributable to foreign exports,adjdsting the number to the population of New Mexi
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want?). On the supply side, much of what New Maxsceonsume today can't be
produced in the state because of climate, landwater issues. So local
production is not a possibility. In some casestdnyrganizing New Mexico crop
portfolio (producing less of one crop and moremtaer), it may not be
technically feasible, and it may not be economyctdbsible because available
resources become less productive (and therefore exqrenses) under cropping
change. On the demand side...the local populationmoabe large enough for
economies of scale in production that will resalprices that consumers can
afford.

This kind of views the market as the perfect expidfficiency. It assigns no
weight to the impacts of public policies, laws, audhsidies that have decidedly tilted
markets against local busin€sslt assumes that consumers have perfect informatio
while in fact they turn out to be relatively unimieed about goods and services from
local businesses that tend to advertise poorljurther assumes that businesses
themselves have perfect information about hownacsire themselves efficiently, while
in fact innovation diffuses more slowly with lodalsinesses (how many small business
proprietors can afford to attend summer progrant$aavard Business School?). Perhaps
most significantly, this view is purely retrospeeti- what exists is all that's possible.
Looking ahead one can see at least four factotsthdd shake apart the old system.

First, there is an emerging understanding thae#sting food system actually
contains significant inefficiencies. For examples best estimates now are that for every
dollar that a consumer pays for a foodstuff, onbefits goes to the farmer and about 73
cents for distribution, including advertising, pagkg, refrigeration, intermediaries,
insurance, and transportation. To the extentltizalization facilitates greater word-of-
mouth marketing, less packaging and refrigeraim, more direct delivery, it will
shrink the biggest part of the cost of food ancepbéally allow a greater percentage of
every food dollar to be paid to farmers. The Oklah Food Coop, for example, a no-
frills internet-based food distribution company heduced distribution costs to 18 cents
on the dollar®

Second, foreseeable global trends are likely toemse this inefficiency. One of
the most volatile factors affecting food distritmuticosts (as well as fertilizer costs) is
fuel. The rising price of oil is, of course, thaimculprit. A typical food item has about
three or four times more weight per dollar of vatloa@n, say, electronics, which means
that food imports are more likely to be adversédtgaed by rising oil prices. Growing
concerns about global climate disruption, and gdhdtiatives to internalize the costs of

15 A forthcoming study by the author of the thregyést state economic development programs in fifteen
states, including New Mexico, finds that 90 peragithese programs spend most of their money -nofte
well over 90 percent — on attracting or retaininglocal business.

16 One commenter noted that Sysco’s has reducedstgbdtion costs to 9%. This, however, is appiea
only to distribution to food businesses and intins. The 73% number refers to the total costs of
distributionto the consumerlnstitutional deliveries comprise just a smalirgponent of total distribution
costs. They exclude, for example, the packagiagghoducers must add and the insurance they rmkest t
out, and they exclude all retail expenditures.
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energy, will further accelerate fuel price hikess distribution costs rise, once
uneconomic local enterprises will become feasible.

Third, even without these price hikes, consumerateims shifting toward local
food already. Two years agémemagazine duly noted the trend when its cover said,
“Forget Organic, Eat Local!” A growing factor lnéncing consumers’ food purchases
is health, both the dangers from untrustworthy renpooducers and the possible benefits
(greater nutrition, freshness, and tastiness) fadnasted local provider. Scares over the
past year about e-coli in hamburger or spinachadmodit salmonella in tomatoes have
motivated even low-income shoppers to become misogichinating local shoppers. The
proliferation of “Local First” campaigns worldwidsuch as those in Santa Fe and
Albuquerque, have motivated many consumers to &cgl in the name of community
and economic development. These consumers uaddrttat a greater diversity and
strength of local business is consistent with sgiantvth, a thriving creative economy,
greater social equality, more tourism, and a healtivic sector and democracy.

Fourth, local entrepreneurs are making huge stiidesercoming these
inefficiencies through cutting-edge local businegxlels. In fact, in every food category
of the North American Industrial Classification 8m, there are more examples of
successful small business than examples of suctésse business. Economists tend to
focus on thewveragescale of an enterprise in a given area of foodpcbon. What
matters, instead, is finding the appropriate sfradel enterprises for New Mexican eaters.
And even in relatively centralized sectors, likeily production, there are compelling
examples of small-scale success that one canHedghout the United States. As
pointed out in a recent study @ommunity Food Enterprideinded by the Kellogg and
Gates Foundations, locally owned businesses ateydep more than a dozen strategies
— such as low-cost technology, the internet, varirmttegration, consumer ownership — to
compete effectively against large-scale playérghis point underscores that the most
important constraints on food localization in th&te arenoteconomic factors like labor,
capital, or technology.

Nevertheless, we do judge some of the potentimhpkusible because of natural
resource constraints like land, water, and weatret,we adjust the number of additional
jobs in each sector accordingly.

- Sugar Cane & Beets The growing of sugar cane or beets, which mighate
361 jobs, is regarded as implausible, becauseeafttite’s climate.

- Fishing— Creating 1,885 fishing jobs in a desert is irapible, though we
estimate that 10% of local demand (189 jobs) cbeldnet through
aquaculture.

17 See Michael Shuman et alommunity Food Enterpris¢gvallace Center, December 2009).
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- Seafood Preparation Similarly, creating 315 jobs through seafood
preparation is implausible, but meeting 10% of lateamand through
preparation of aquaculture fish is possible. Tdnattes 32 jobs.

We also make two other adjustments that refleca®iag New Mexico’s vision
of food localization:

- Vegetables- Chart 2 shows that New Mexicans spend $124aniltin fresh
vegetables, but well over 90% of all vegetableswgran the state are
exported. Expanding the vegetable sector by 90fieet local demand,
while continuing to produce for export, would ceeahother 700 jobs.

- Soft Drink & Ice— In as much as localization also seeks to movs digay
from sugar soda and bottled water — the dominanistin this category — we
eliminate any job additions in this category.

These five adjustments are summarized in Tables8&b. They lower slightly
the projected number of new jobs from food locdi@ato 20,490.

Among the food system experts we consulted theseeneaconsensus about how
difficult it would be to achieve this shift. Soniie the economist quoted earlier,
believe that any shift from today’s “market equilitm” is unlikely. Others believe that
the systemic changes occurring in the industry (roentioned above), coupled with
available land, labor, and capital and with inciegly competitive small-business
models, could make significant localization possibClearly, all these factors deserve
greater study.
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Chart 5-a

Plausible Extra Jobs from Localization

Current |Extra Jobs Revised

Jobs w/ Total Extra Jobs
Industry Self-Reliance
Oilseed farming 1 789 789
Grain farming 960 788 788
Vegetable and melon farming 878 0 700
Tree nut farming 1,036 0 0
Fruit farming 29 1,645 1,645
Greenhouse and nursery production 595 1,058 1,058
Sugarcane and sugar beet farming 0 361 0
All other crop farming 3,215 0 0
Cattle ranching and farming 16,253 0 0
Poultry and egg production 105 500 500
Animal production, except cattle and poultry 760 2,906 2,906
Fishing 0 1,885 189
Hunting and trapping 333 0 0
Agriculture and forestry support activities 5,408 64 64
Dog and cat food manufacturing 11 109 109
Other animal food manufacturing 129 70 70
Flour milling 18 64 64
Rice milling 0 20 20
Malt manufacturing 0 5 5
Wet corn milling 0 41 41
Soybean processing 0 63 63
Other oilseed processing 0 21 21
Fats and oils refining and blending 0 47 47
Breakfast cereal manufacturing 201 0 0
Sugar manufacturing 0 100 100
Confectionery manufacturing from cacao beans 3 38 38
Confectionery manufacturing from purchased chocola 125 137 137
Nonchocolate confectionery manufacturing 184 0 0
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Chart 5-b

Plausible Extra Jobs from Localization

Current |Extra Jobs Revised

Jobs w/ Total Extra Jobs

Industry Self-Reliance
Frozen food manufacturing 496 106 106
Fruit and vegetable canning and drying 803 0 0
Fluid milk manufacturing 283 72 72
Creamery butter manufacturing 0 20 20
Cheese manufacturing 855 0 0
Dry- condensed- and evaporated dairy products 98 0 0
Ice cream and frozen dessert manufacturing 0 151 151
Animal- except poultry- slaughtering 48 835 835
Meat processed from carcasses 387 377 377
Rendering and meat byproduct processing 10 60 60
Poultry processing 7 1,540 1,540
Seafood product preparation and packaging 0 315 32
Frozen cakes and other pastries manufacturing 0 91 91
Bread and bakery product- except frozen- manufactu 510 862 862
Cookie and cracker manufacturing 50 145 145
Mixes and dough made from purchased flour 0 114 114
Dry pasta manufacturing 0 49 49
Tortilla manufacturing 497 0 0
Roasted nuts and peanut butter manufacturing 176 0 0
Other snack food manufacturing 0 227 227
Coffee and tea manufacturing 1 91 91
Flavoring syrup and concentrate manufacturing 0 75 75
Mayonnaise- dressing- and sauce manufacturing 0 86 86
Spice and extract manufacturing 319 0 0
All other food manufacturing 692 0 0
Soft drink and ice manufacturing 244 473 0
Breweries 107 95 95
Wineries 182 149 149
Distilleries 0 77 77
Food and beverage stores 13,593 5,883 5,883
Food services and drinking places 67,840 0 0
117,442 22,602 20,490
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The Impact of Shifting Business Ownership

At this point, the reader may notice that IMPLANuats all in-state jobs alike,
irrespective of ownership. Yet some of the exgsti@staurant jobs are in chains, and
some food manufacturing jobs are provided by glabahpanies. This introduces
another question concerning the meaning of “locdld’ a growing number of Americans
and New Mexicans, local requires a close proximdayonly between producers and
consumers, but also between producers and theitgagbowners.

Chart 6, below, consolidates the actual employrdatd from Chart 4 into four
broad sectors of the economy: agriculture, manufaxgy, retail, and restaurants.
Recently published data from the Edward Lowe Fotioddavailable in
Www.youreconomy.or reveals ownership patterns within each of treestors:®
Roughly 27% of all existing jobs in the food systara in nonlocal firms.

Chart 6
Local vs. Nonlocal Jobs Currently in the NM Food Sgtem
In-State | Nonlocal
Food Sector All Firms| Firms Firms

Agriculture 29,573 26,433 3,140
Food Manufacturing 6,436 3,383 3,053
Food Retailing 13,593 7,304 6,289
Restaurants & Accommodations 67,840 53,186 14,654
117,442 90,305 27,137

Conversion of existing nonlocal food businesses limtal food businesses would
not add jobs to the state directly, but would danslirectly, since local businesses tend to
spend more of their money locally. No calculatidrthis impact, however, has been
made.

18 The data are derived from Dun & Bradstreet, witichnpile data on every business operating in the,sta
including their sectors of activities, sales, jotnsgd headquarters location. While it is possiblérte-tune
these estimates for each six-digit NAICS categdifpod business, it would require purchase of thm B
Bradstreet database for New Mexican businessesatareater than the budget of this study.
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Biggest Food Localization Opportunities

Charts 7 and 8 show the largest job-creating oppdi¢s for localization, by jobs
(Chart 7) and by output (Chart 8). The rankingsii@se two charts differ slightly, since
each sector as a different level of labor intensdgs and different magnitude of
economic multiplier. But both suggest six espégiab-rich areas for local expansion
that deserve special study. We elaborate therfiybrie

(1) Grocery Stores

The single greatest opportunity, whether by jobswput, is grocery stores. This
finding has several explanations. Many New Mexscsimply are not getting adequate
nutrition, because they lack purchasing power. édweer, much of the state is a food
desert, where finding good, nutritional, and affl food is virtually impossible and
residents turn, instead, to convenience and catoees. One interviewee said that in the
four corners section of the state, there is naedt place to buy food for 50 miles.
Finally, some of the food purchases by New Mexidarremote areas are occurring at
big, general merchandise stores like Wal-Mart (Wwhéca separate category in the
IMPLAN data and one in which the state has morecppita jobs than the national
average).

Many experts interviewed concur that the best wagtegically and
economically, to drive localization is through mdoed-distribution businesses. Simply
converting commodity crops to diverse local foodrfa or creating local foodstuff
manufacturers — a supply-side solution — can exdyt a limited effect. But spreading
local-food grocery stores to meet the growing dedrfan local food, and putting in place
the overall distributional infrastructure for gatiifood there from local farms and
factories, would send clear and motivating sigt@aisroducers. Existing farmers and
producers would see the profitable opportunitieshojting to local food. New farmers
and manufacturers might see important gaps tdled.fi

(2) Meat Production

The second greatest opportunity, again by both golosoutput, is the production of
meat beyond cattle. Neither hogs nor chickengaren in the state in anything
approaching the numbers consumed. A small nunfigoais are raised but exported to
Texas and Mexico. A modest market for mutton ambegNavajo is being developed.
Other native tribes are custom processing bisdrerd have been processing operations
in the state from time to time — Pollo Real proesssmall batches of broilers on the farm
in Socorro — but all of these represent a tinyiparof statewide demand.

Some of the reasons for these gaps are understanddie state’s limited water
supplies and weather are not ideal for raising hBgen though the state historically has
had a world-class sectors producing lamb (e.gysr#find Ranch) and wool (the Wool
Growers Association is strong), some claim thatigters impede expansion.
Consolidation in the meat and packing industryrased processing into a few high-
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volume processing centers outside the state. et dactors are changing this calculus,
such as rising oil prices and growing consumeruas$iof commodity meats.

What's really needed to facilitate more in-stategasssing, however, is regulatory
reform. Many interviewees complained bitterly abihve USDA inspection systems for
slaughtering facilities because it favors largerducers. Greater exemptions for
intrastate meat producers, whether they are runmogessing plants and small mobile
units, could be key. Lorentz Meats in Minnesotariexample of a successful small
processing facility that has secured a USDA licdosenultispecies processing and
developed a successful labor-intensive businessrtaiches local producers and local
consumers for quick, just-in-time processirg.

This is not a recommendation that the state emhheckarge-scale CAFOs and
meat-processing operations, many of which havéterenvironmental and labor
records. The “dream” here, in DNM’s vernaculatospread smaller scale methods like
grass-fed beef, modest-sized farms raising poatid/growing feed, and middle-scale
processing plants like Lorentz Meats—all of whieim de locally owned. The key might
be multi-product farms. Since whey can contrilgubstantially to hog nutrition, can be
a complementary enterprise to cheese productiomle®ly, small-scale poultry works
well as a pest reduction technique in vegetabldysrtion, or when the chickens follow
behind cows on pasture. Creating in-state demamndrnfd appropriate infrastructure for
New Mexico branded beef and value-added dairy wbeld localize industries that now
go almost exclusively for export.

(3) Targeted Farming

The rising cost of food shipping also opens nepoofunities for the growing of a
wide variety of fruits, vegetables, and grainshe state. As one interviewee noted,
“This is what is the land of the state is cryind tudeliver.” Converting existing
commodity farms to diversified local crops also m@peconomic opportunities for young
farmers and for agro-tourism.

Historically, the state has had a much more diffedsagriculture system than it
does today. Growing carrots, for example, was @ocemon and now isn’'t. A number
of farms in the state are demonstrating how to @wee the challenges of limited water
and desert weather. Covering crops with specialiagas, while labor intensive, can
improve yields and growing speed while eliminatpegts. The largest farming
opportunity, at least from a job perspective, mvwgng fruit. Citrus and tropical fruits
cannot be grown well in New Mexico, but many otkieids can be. Ron Walser has been
introducing new fruits to the state at his farm#loalde and Los Lunas, and Don Bustos
has made these fruits part of his diversified opana.

Seasonal variations impose important limits on pidklocalization of raw
foodstuffs. Grain harvests are typically in théuaon, except winter wheat (June

19 Shuman et alsupranote 17.
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harvest) and hay and alfalfa (May through Octolzevést). Most fruits and vegetables
are harvested in the late summer and early autaraoept onions, which are harvested
early in the summer. It is unrealistic for anydbzation program to bring fresh grains
and produce to New Mexicans year round. Insteaswmners must be educated about
how to eat and cook with in-season produce, andtbgwocess these items for out-of-
season eating and cooking.

But even these limitations may not be absolut&énsouthern part of the state.
The OASIS project has demonstrated the viabilitgrofving organics vegetables,
flowers, and herbs there year round—not only fowNé&exican markets but also for
Juarez and El PagB.Over time, a greater degree of localization ofipice statewide is
possible. Don Bustos, for example, is demonsiyétie viability of solar-power
greenhouses in Espanola. In more populated afehe state, solar or biomass-fueled
buildings210r industries could share waste heat adtjacent greenhouses and hydroponics
facilities:

All these innovations will be speeded along by digwag more local grocery
stores selling New Mexican produce. A value-clteggproach would aim to sharpen
signals to farmers to shift into crops serving latsmand by improving in-state
processing, storage, and distribution infrastruetur

(4) Bread and Bakeries

New Mexico once had a robust baking sector, bgtwilas outsourced to other states.
Now that transportation prices are rising, the eooigs of reviving this sector are
looking better. Even if the state cannot produnaugh of its own grains, it's no more
expensive to truck in outside grains than finishezhd products. Certainly the state has a
growing critical mass of talented chefs who areiplg New Mexican taste signatures on
world-class breads and pastries.

(5) Greenhouse and Nursery Production

Greenhouses, of course, not only can expand sdasaikability of produce but also
of plants and shrubs. These flora ultimately senudtiple environmental purposes.
They can reduce erosion, absorb carbon dioxidégagepvasteful lawns, bring down
ambient temperatures of communities (and therebglshir conditioning loads),
beautify and restore habitats, and improve theopexdnce of farms. Care needs to be
taken to use renewable energy sources for greeabplest the carbon benefits be lost
(or worse).

20 See Constance L. Falk, Pauline Pao, Christoph@€raner, and Erin Silva, “OASIS: A Campus-based,
Organic Community Supported Agriculture Farm,” NM&édsearch Report 760.

2 Aquaponics, which grow fish and plants togetheprohibited by the state’s antiquated food-safaiys.
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(6) Value-Added Manufacturing

Tables 4a and 4b reveal that even in the vast mhagfrfood-manufacturing
categories, there are opportunities for expandimgdyction for local markets. Four
categories would be particularly good job creatsoybean products like tofu and soy
milk (derived from imports of soy beans); healtimask foods; and dog and cat food.
Again, as in the case of bakeries above, evempiftalike soy beans sometimes need to
be imported, it will make increasing sense to inhploe raw material instead of the value-
added products. This way the value-adding actigtyains in state.

The economic rationales for global-scale manufamguplants are collapsing with
escalating energy price#t’s worth noting that in almost every food manugaing
category in the United States, there are more eXxesmf successful small business than
large businessThe challenge for economic developers in the sth&zefore, is to
identify models of small-scale success and helpgatiem to the attention of existing
food manufacturers or food entrepreneurs.
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Chart 7

Focused View of NM Food System
Top Localization Opportunities (by Jobs)

30

Extra Jobs

Top Localization Opportunities with 100%
Self-Reliance
Food and beverage stores 5,883
Animal production, except cattle and poultry 2,906
Fruit farming 1,645
Poultry processing 1,540
Greenhouse and nursery production 1,058
Bread and bakery product- except frozen- manufactu 862
Animal- except poultry- slaughtering 835
Oilseed farming 789
Grain farming 788
Vegetable and melon farming 700
Poultry and egg production 500
Meat processed from carcasses 377
Other snack food manufacturing 227
Fishing 189
Ice cream and frozen dessert manufacturing 151
Wineries 149
Cookie and cracker manufacturing 145
Confectionery manufacturing from purchased chocola 137
Mixes and dough made from purchased flour 114
Dog and cat food manufacturing 109
Frozen food manufacturing 106
Sugar manufacturing 100
Breweries 95
Coffee and tea manufacturing 91
Frozen cakes and other pastries manufacturing 91
Mayonnaise- dressing- and sauce manufacturing 86
Distilleries 77
Flavoring syrup and concentrate manufacturing 75
Fluid milk manufacturing 72
Other animal food manufacturing 70
Agriculture and forestry support activities 64
Flour milling 64
Soybean processing 63
Rendering and meat byproduct processing 60
Dry pasta manufacturing 49
Fats and oils refining and blending 47
Wet corn milling 41
Confectionery manufacturing from cacao beans 38
Seafood product preparation and packaging 32
Other oilseed processing 21
Rice milling 20
Creamery butter manufacturing 20
Malt manufacturing 5
Tree nut farming 0
20,490




Chart 8
Focused View of NM Food System
Top Localization Opportunities (by Output)

($ millions)

Top Localization Opportunities

w/Total

Self-Reliance

Food and beverage stores 348
Poultry processing 309
Animal- except poultry- slaughtering 306
Poultry and egg production 231
Soybean processing 180
Meat processed from carcasses 162
Fruit farming 140
Other snack food manufacturing 133
Dog and cat food manufacturing 123
Animal production, except cattle and poultry 121
Bread and bakery product- except frozen- manufactu 117
Greenhouse and nursery production 111
Seafood product preparation and packaging 89
Distilleries 88
Forest nurseries & forest products 77
Ice cream and frozen dessert manufacturing 74
Fishing 71
Flavoring syrup and concentrate manufacturing 66
Fats and oils refining and blending 63
Sugar manufacturing 59
Wet corn milling 52
Other animal food manufacturing 50
Mixes and dough made from purchased flour 48
Cookie and cracker manufacturing 48
Other accommodations 47
Wineries 46
Grain farming 46
Breweries 46
Flour milling 46
Other oilseed processing 44
Fluid milk manufacturing 43
Qilseed farming 41
Confectionery manufacturing from purchased chocola 39
Mayonnaise- dressing- and sauce manufacturing 34
Frozen food manufacturing 29
Rendering and meat byproduct processing 28
Coffee and tea manufacturing 25
Confectionery manufacturing from cacao beans 20
Dry pasta manufacturing 20
Frozen cakes and other pastries manufacturing 15
Rice milling 12
Creamery butter manufacturing 10
Malt manufacturing 5
Agriculture and forestry support activities 2

3,664
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[I. Economic Benefits from Localization

What would be the economic benefits of locallysiibting for New Mexico’s
biggest food imports? As noted earlier, the dieffetcts of 100% self reliance in food
include nearly 21,000 new jobs and $4 billion ofliidnal output. These, however, are
only thedirectimpacts.

With the IMPLAN model, we also can calculate thenfner ofindirectjobs
generated by the new local purchasing, and the euofinducedjobs generated by the
expenditures of the new employees (both directiagidect). Chart 9 shows what the
total results would be: $5.5 billion in additiormaltput, $1.4 billion in additional
earnings, $175 million in additional business taees more than 41,000 additional jobs.

Chart 9
Impacts of 100% Food Localization
Direct Indirect Induced Total
Output $3,109,494,228| $1,527,398,415] $860,901,412] $5,497,794,055
Earnings $726,278,033] $397,944,806] $258,642,217] $1,382,865,056
Business Taxes $65,079,325 $57,468,214 $52,540,051] $175,087,590
Jobs 20,492 12,259 8,529 41,280

To put these numbers in perspective, considerlib@do food localization would
expand the state’s job base by 4%. It would prewtbre than one out of every two
unemployed New Mexicans with a job (official uneoyhent in September 2009 was
about 71,000). With additional business taxesould more than double the annual
budget of state spending on “Agriculture, Energyd Alatural Resources’

Even if this effort falls short, the impacts of%dood localization or 25% are
profound, as shown in Chart 10. Simply tappingiarter of the opportunity available
would increase output by $1.4 billion, earningst3¢5 million, state revenues by $44
million, and jobs by over 10,000. It would be h&wgoint to any economic development
program in the state, past or current, that hasrgéed as many benefits.

Chart 10
Impacts of 25%, 50%, and 100% Food Localization
25% 50% 100%
Output $1,374,448,514| $2,748,897,028] $5,497,794,055
Earnings $345,716,264|  $691,432,528| $1,382,865,056
Business Taxes $43,771,898 $87,543,795] $175,087,590
Jobs 10,320 20,640 41,280
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These results probably understate the potentiedfiie from localization, for
several reasons:

- First, as noted in the previous section, this sumgs not take into account the
conversion of nonlocal businesses into local odE¥?LAN itself does not
account for distinctions in ownership; the mulps of each sector represent
the aggregate of all businesses, local and nonldt@re some chain
businesses replaced by local ones — a likely eaditytuf the state embraced a
comprehensive plan for localization — the econdoeicefits would be much
higher.

- Second, no effort has been made here to modefripacts of a growing
population by 2020. A larger population will mehat, in absolute numbers,
the benefits of localization will be proportionalbrger as well.

- Third, the model has not been adjusted for theadstebprice increases of
nonlocal foods. These rises, already front-pagesr@/er the past year
worldwide, are likely to accelerate, as will thenbsts of localization.

At the same time it's worth noting other factoratthould reduce the benefits
from localization:

- As various economic factors such as labor, land,capital are increasingly
put to use in the state, their factor prices visér This could lead to local
pockets of inflation and reduced spending powerdsidents.

- Some economic factors, such as land and water tmigiply be unavailable
to achieve the levels of self-reliance sought witarger state population.
Even with a stable population diverting water toi@gture could harm
communities and ecosystems.

- Increasing economic benefits envisioned here W@lly attract more people
to move into the state could bring down per caipitame.

In the end, any economic projections over a geiwgratr two are inherently

uncertain. On balance, however, we believe thad focalizationjf it can happen or be
made to happens likely to generate substantial economic begefit
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[1l. The Institutional Potential of Localization

Both a challenge and opportunity for food locali@atin New Mexico are the
many institutions, both public and private, thay boodstuffs in bulk. These entities tend
to bypass retail stores and buy food direct froodpcers, shippers, or intermediaries like
Sysco or Bon Appetit.

Chart 11 gives a sense of the size of institutipmathasing in New Mexico.
Recall, from Chart 2, the calculation that New Mexis households consume $4.3
billion in food annually — about $2.6 billion frogtores and the rest eating out. Those
data can be found under “household” expenditures.

Chart 11
Relative Role of Institutional Demand
(Source, CEX 2005, ERS 2003, Authors Calculations)

$ Millions

Household Store Bought Food 2,269
Store Bought Alcohol 285

Commercial Full Service Restaurants 1,173
Limited Services Rest's 1,333

Other Eating Places 54

Drinking Establishments 16

Lodging Places 136

Retail Hosts 126

Recreation & Ent'ment 101

Schools Elementary & Secondary 124
Colleges & Universities 99

Institutions Military 27
Plants & Offices 49

Hospitals 31

Nursing Homes 63

Vending 28

Transportation 41

Associations 11

Correctional 60

Daycare Ctrs 54

Elderly Feeding 1

Other 47

6,129

Commercial expenditures are significantly highemtfust the eating-out
expenditures of New Mexican households, sincedh@aér include tourists and business
travelers. School purchases constitute 3.6% af fobd consumption in the state, and
all other institutions about 6.7%. The largestitnional purchasers, besides schools, are
nursing homes, prisons, and daycare facilitied.tofether, about one in ten dollars
spent on food in the state is an institutional pase.
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Only some of these institutions, however, are @l by the state: namely, the
schools, some colleges, the prisons, and of catiase offices. The military is under
federal control, and “other” institutions are runfirivate companies and nonprofits.
School food is federally funded. Some of theses hkspitals and day care centers, are
highly regulated by the state. Were the statedkara concerted effort to source its
institutional food purchases in state, and useeggsilatory powers to nudge other
institutions in the same direction, it probably kbshift about five percent of all food
purchasing. Thanks to the work of Farm-to-Talile, Albuquerque cluster schools are
receiving state money to purchase fresh localdrantd vegetables.

A five percent shift, while modest, could have enous repercussions. It would
send signals to businesses up and down the foad thahift to local food. Local
distributors would expand to meet institutional aeeand start to think more seriously
about direct delivery to households. Statewidgidistors like Sysco would invest more
in intrastate trucking. Food processors would egpaperations in the state to take
advantage of the new demand. And farmers woulchksgfting crops for local sales.

Farm-to-school programs are particularly importaimtce they not only provide
good nutrition to young people but also educatentabout the state’s food system.
Roughly two thirds of New Mexican children are dlig for subsidized school lunch
programs and would experience changes in statesmoent policy. These changes are
already in small ways in Albuquerque, Santa FesTand other school districts, as well
as at the University of New Mexico. But dramatipansion is needed and possible.

The state could ramp up local food procurementrbyiding an across-the-board
discount to all bids coming from local food prowisle About two dozen cities across the
country currently give bidding preferences, tydicabout 5%, to local vendors. The
legality of these policies, however, is uncleanceimost state, national, constitutional,
and treaty (like the WTO and NAFTA) mandates orcprement outlaw discrimination
in the bidding process, particularly if it disadt@ges nonlocal bidders.

There is another, more legally sound way to francall procurement. A state or
local agency could insist that any bidder estintlagepercentage of the contract that
would be spent in New Mexico. Based on the sulioniss officials could calculate the
state internal multipliers and resulting tax cdilees, and adjust the bid downward. The
greater the percentage spent locally, the grelageadjustment. The legal strength of this
framework is that it is nondiscriminatory. Anyrfiy local or nonlocal, could get a
bidding boost by committing to local expenditdre.

% Moreover, unlike other preferences which arbilygand some might say unfairly) award local firms
uniform percentage discount, this procedure agtuallculates the real price of the contract to the
jurisdiction. In this sense, an initial bid shoaldly be considered theominalprice of a contract.
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V. The Greenhouse Gas Benefits from Localization

One benefit from localizing food is the reducedssion of greenhouse gases
(GHG), since many foodstuffs are transported mioa@ & thousand miles (some several
thousand miles) before they reach a New Mexicaswmer. Direct production and
delivery would reduce the energy and emissionscaasal with “food miles.”
Additionally, localization could lower GHG emiss®by reducing packaging and
refrigeration, by replacing grocery stores with lowerhead direct delivery, and by
eliminating the unnecessary intermediaries in ttdegntralized food system.

The New Mexico Climate Change Advisory Group pdaa useful data on
potential GHG savings. Total carbon-dioxide enaissiin state right now are roughly
equivalent to 75 metric tons (MMtCO2e) per yedfrom here on, we’ll simply use the
shorthand Mt for metric tons per year and MMt fallion metric tons per year.) The
“equivalent” takes into account the relative climdisruption potential of various
greenhouse gases. By 2020, emissions are expedtedease a fifth to 90 MMt.

Three segments of these emissions are linked glostd the food system. First,
nearly 21 MMt is removed from the atmosphere eadr pecause of the forests and
other state ecosystems. Thus, improving land-tesetipes, such as farmers shifting to
organic growing, can pull more carbon out of the@phere. Second, agriculture itself
in the state is expected to generate 6.7 MMt ir02@2hird from the application of
fertilizers and two thirds from methane emittedtiy enteric fermentation in cattle.
Finally, there are energy uses associated witgtitet 7.9 MMt for diesel fuel for trucks
and 2 MMt for jet fuel for all airplanes (cargo apalssenger) — though only a small
portion of these are linked to food.

The Advisory Group laid out a series of recommeiodatfor eliminating nearly
40% of emissions by 2020. In the agriculture seaté.9 MMt reduction per year was
deemed plausible through eleven initiatives, ragd@iom ethanol production to better
forest management practices. Promoting “LocaltFmegrams and raising local
consumption of raw foodstuffs from 3% to 25% wesgreated to result in a 1.1 MMt
reduction per year. To put this in perspectivis would reduce carbon emissions in the
state by about 1.2% in the base case, or 2% ddkesory Group’s target case.

Whether a greater degree of localization could &wem more carbon emissions
is unclear. The entire science of counting andssssg carbon-equivalent emissions is
fraught with uncertainty. Consider the contradigtconclusions of just three recent
studies:

- A 2007 study at the University of Washington in edound that a local
plate with four food items — salmon, apples, aspasaand potatoes — had
about two thirds the total carbon emissions of @ivalent nonlocal plat&

% Daniel Morgan et al., University of Washington gw@m of the Environment, “Seattle Food System
Enhancement Project: Greenhouse Gas Emissiong’§tadnograph) (2007).
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The heavy fuel use involved in salmon productiarthdocal and nonlocal,
dominated the overall equation. Remove the fighteansportation
dominates -- 60% of the carbon emissions of aneafppin New Zealand,
63% of the emissions from asparagus from Perub8fal of the emissions
from a potato from Idaho.

- Another study completed in 2007 by two professboSanegie Mellon,
looking at the total emissions of foodstuffs owusrlifetime, found that
transportation as a whole accounts for only 11%hefcarbon emissions, and
final delivery costs from producer to retailer o8> They argue,
“Shifting less than one day per week’s worth obcas from red meat and
dairy products to chicken, fish, eggs, or a vedethlsed diet achieves more
GHG reduction than buying all locally sourced fdothe strengths of the
study include its attention to the impacts of faquipment, fertilizers, and
other supplies, as well as similar inputs of focahofacturers. A weakness,
however, is that it reflects the relative impacegistingpractices, many built
around cheap oil and nonlocal inputs. Seriouslilzai#gon would reduce the
embedded energy costs not only in food but in@fifood inputs. Plus, even
the study’s own data suggest that food localizatvonld result in modest
reductions in GHG.

- Athird study, published by a team of researcheiBdlgium, suggest two
other big factors can dominate the overall carbuissions?® One is how
someone shops. Taking an inefficient SUV on twithoee special trips to the
CSA or farmers market is enormously wasteful. sSihé decision to consume
any produce if it is out of season or if it comem local greenhouses heated
by fossil fuels. Shopping for in-season producdigycle, in contrast, is a
carbon-minimizing home run.

A big problem that bedevils all these studies & they assume that carbon
emissions from international ocean shipping aratiretly benign. A new study from the
United Nations Intergovernmental Panel on Climatari@e, however, suggests that the
actual carbon emissions from ships is three tirneatgr than previously estimat&d.
This would mean, for example, that the Carnegiddnestudy would show a greater
percentage of carbon emissions linked with trartggion and a greater advantage from
localization.

Generalizations about carbon savings from foodlipation are therefore
inherently unreliable. Still, some order-of-magdié numbers are possible.

% Christopher L. Weber and H. Scott Matthews, “Fadites and the Relative Climate Impacts of Food
Choices in the United Stateghvironmental Science & Technology2:10, pp. 3508-3513.

% Annelies Van Hawermeiren et al., “Energy Lifecybiputs in Food Systems: A Comparison of Local
versus Mainstream Casegdgurnal of Environmental Policy & Planning:1, March 2007, pp. 31-51.

27 John Vidal, “True Scale of CO2 Emissions from $imig Revealed, The Guardian13 February 2008.
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The Carnegie Mellon researchers estimated that éoasumption by the typical
household in the United States is 8.1 Mt. Giveat there were 745,688 households in
New Mexico (2006 data), the total carbon emisses®ociated with all food in the state
would be 6 MMt. Under the Carnegie Mellon calcaas, all transportation would
amount to 0.7 MMt, and they would argue that ongyrall fraction of that could be
saved through localization. If allowances are nmfadeélata uncertainties and for
potential reductions of refrigeration and packadghmgugh localization, then perhaps 1
MMt reduction might be achievable — about a quartehe assessment of the New
Mexico Climate Change Advisory Grodp.

The Carnegie Mellon analysis also suggests tlegbijgest contribution the food
system in New Mexico could make to GHG reductionuldde to phase out and replace
its heavy dependence on export-oriented cattledang products. These industries
represent nearly 80 percent of agriculture in tages It's important to note, however,
that ‘unilateral disarmament” cannot accomplish mués long as demand for these
products remains outside of New Mexico, simply mgvihese industries elsewhere will
have no net impact on planetary carbon emissigisat’'s ultimately required are
significant shifts in national and global eatindptts that naturally lead producers to
move into different food-growing practices.

To realize even the 1 MMt goal laid out here, lzedion initiatives should
follow some of the following guidelines:

- Encourage residents to buy, cook, and eat seag@valilable produce. (The
ICAN Program at New Mexico State University doesmesmf this already.)

- Introduce nonnative growing in greenhouses ontlgefy are passively heated.

- Revampintrastate hauling with vehicles fueled from locally éafale
biomass, preferably using agriculture and foreatagte products as feed
stocks for cellulosic conversion.

- Integrate localization efforts in different parfstioe state so that consumers
need less driving to reach food stores.

- Make it easier for people to bike and walk, throgghart-growth measures
for example, so that local food systems can redweeall energy
consumption.

2 \While the savings are the same, the Advisory Gansidered only 25% food localization.
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V. Obstacles and Next Steps

However challenging one views the goal of theeséahieving 100% localization,
it will be made more manageable through concertédra Discussions with various
stakeholders in the state suggested some of tlesvioh obstacles and initiative to
overcome them.

(1) Farmer Resistance Farmers who have spent their lifetimes ranchiaiging
dairy cows, and growing commodity crops cannotleasiift to other local
products. The typical farmer is nearly 60 yeadsand not eager to redesign his
or her business, especially when change oftennegjnew expensive equipment
and new lines of credit to finance it. The stade b good agriculture extension
program and other university-based programs thaltldoe tapped to educate
farmers about local food opportunities, but rigotvmost of the state’s
educational resources support existing, exporttetk agriculture.

- Recommendationincrease state investment in agriculture extanmprograms
that promote local production for local markets.

(2) Farmer Shortage- Some argue that expansion of local food systatrtise state
will require more farmers and ranchers, professigngse shrinking numbers and
slim profit margins have deterred newcomers forentban a generation. While
“ag schools” in the state were built to train farsyéoday’s graduate is more
likely to be an analyst or a professor. Anecdetédlence suggests that
agricultural production is expanding faster in Nie\@xicans’ backyards than their
farms.

- RecommendationRevamp the state’s ag schools to train farnremganic,
sustainable, and four-year programs. The two-geagrams should be
beefed up to include technical skills like irrigatj tractor operation and
maintenance, season-extension technologies, so@dé-biofuel production,
solar applications in agriculture, and other apgedp technologies.

- RecommendationCreate incubators on land adjacent to the agotsiior
new farmers to get started.

- RecommendationSet up a statewide fund, a homestead prograrmrts, shat
can help provide new farmers purchase land.

- RecommendationCreate better mentorship and internship progrfamsew
farmers, especially young ones.

(3) Farm Inputs— To the extent that localization requires inceebfsrming, there

will need to be greater supplies of various scarpats like land, water, and
energy. (To the extent that existing export adtire is converted to local
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agriculture, the need for new inputs will be minimaVany state and local
policies concerning these inputs are outdated.

- RecommendatiorReform land-use policies to promote more smarnvgrp
fewer sprawling subdivisions, and more agricultizad.

- RecommendationCreate a state-run land trusts into which resgjen
businesses, and others could donate or sell fomaligg rights on their own

property.

- Recommendationimprove the state’s capacity to “bank” nativedseand to
protect landraces from destruction by geneticalbdified seeds.

- Recommendationinvestigate diversified farm designs, such as Sakatin’s
Polyface Farm in Virginia, that maximize recycliobwater, energy, and
nutrients.

- Recommendationtncrease the price of water to reflect its trudaepment
cost, and use the funds gathered from higher ptachelp farmers finance
and implement water efficiency measures (mindfat #eepage and some
other “inefficiencies” actually can be environmdhytheneficial). Stop
transferring water rights from agriculture to spliag residential and
commercial development.

- RecommendationAs is now done in Germany and elsewhere in Eyrope
require utilities to buy electricity from small pewproducers in long-term
contracts, with prices set at the anticipated hidireg-term cost of alternative
supplies. The “feed-in tariff” concept goes beyondning a meter
backwards and would actually pay small-power predsior net increases to
grid capacity.

- RecommendationDevelop a statewide education program to reviagvs
American and other low-water, low-energy growingmoels.

(4) Value-Added:The New Mexican Department of Agriculture curhgsees its
mandate as largely about growing raw foodstuffsfanahing and developing
markets for these producers out of state. Thisdasiarrow. It should be
reorganized as the Department of Agriculture anodF®ecurity, and undertake
some of the following actions:

- RecommendationHelp each county in the state identify specifiod
leakages and opportunities for localization. Prtammoore in-state food
markets, hubs, cold storage, and distribution systebeyond farmers
markets and school purchasing programs.
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- RecommendationConvene meetings, conferences, and online networks
facilitate more awareness and joint planning anfood producers, buyers,
and distributors.

- RecommendationFocus on the creation of cooperatives, assoomtio
holding companies, and other locally owned interiauéels that can help
farmers and ranchers gather, sort, grade, proaedgjistribute their products.
The intermediaries also should focus on gettinméas involved in wind and
biomass energy production.

(5) Education: The pockets of awareness about advantages offtomd}- taste,
nutrition, health, economic, environmental — ai retiatively modest, confined
to residents with more income, education, and igalibwareness.

- RecommendationAccompany any comprehensive statewide local-food
procurement program (discussed above) with a pyiraad secondary
education program about local food. Curriculaidtiancorporate more
information about food systems in the state, supplged with field trips and
hands-on experiences.

(6) Finance: Expansion of existing farms and food businessed,creation of new
ones will require new capital. The supply of lergdaapital in the state has
expanded over the past generation thanks to then@aoity Reinvestment Act
and a variety of creative small-business loan @og: Equity capital for small
businesses, however, remains in very short suppbn though the state leads the
nation in making it inexpensive and easy for srhalinesses to raise capital from
unaccredited (roughly 98% of New Mexicans are “wnedited”) investors. A
number of simple reforms could change this:

- RecommendationCreate a statewide electronic stock exchange tlitéde
initial and secondary offerings of securities o#feéfrom small, local
businesses in the state.

- RecommendationProvide New Mexicans with a 5-10% tax credit foely
dollar invested in a local farm or food businesghim state. (One effect will be
to encourage mainstream investment advisors, spHenlers, and venture
and hedge fund managers to invest in the legal wedessary to help their
clients take advantage of this credit.)

- RecommendationMandate that the State Investment Council, ctigren
presiding over $16 billion of funds (almost nonedsted locally), place 10
percent of the money in locally owned New Mexicasibhesses immediately,
and expand this commitment by one percentage pemyear.

- RecommendationReform state investments laws to permit majatitunsons
in the state — such as churches, pension fundsdédions, local governments,
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cooperatives — to place up to 25% of their corpuscal businesses. (Such
investments, for example, might be declared asupnptively meeting their
fiduciary responsibilities.)

(7) Taxes- Like other states in the country, New Mexico aasazy quilt of taxes on
personal income, sales, property, visitors, andhlegs assets that wind up
infuriating residents, depressing economic actjatyd enriching tax attorneys
and accountants. The home-run reform that wouneusate food localization is
to phase out all these taxes and replace themgnen taxes on pollution and
energy, perhaps with a small income or wealth ¢ecotrect its regressive
features’ A carbon-tax, for example, would increase the petitiveness of
foods with minimal shipping, packaging, and refrageon.

- RecommendationEnact a modest carbon tax (as British Columizanty
did), sufficiently large to cut other taxes by 5#%galedge to make the tax
revenue neutral, with a special emphasis on cutéirgs on small business.
Expand in later years.

- RecommendationExempt from the carbon tax any fuel uses thatarbon
neutral or better. This would facilitate the exgian of biomass, solar, and
wind energy in the state.

(8) Economic DevelopmentThe vast majority of economic-development dollars
the state are pouring into large, nonlocal, expadnted businesses (like the
“space port” near Truth or Consequences)—exac#yofiposite of the LOIS
priorities that could generate the highest statevaenefits. These programs need
to be overhauled.

- RecommendationCreate disclosure requirements, on all public aitibe
(including counties and municipalities), so tha thate has an easily
accessible inventory of every economic-dollar inggswhich companies
received them, whether they are locally owned,\&hat the job impacts
were.

- RecommendationTo prevent deals that are foolish or corruptatee
bidding process for any public business-supportaims and help local
businesses to apply. Discount bids from businetssgtsnvest public dollars
locally by deploying the same process outlinedieaibr public procurement.

- RecommendationFocus state economic-development money on agsisti
local food businesses in creating stronger “vahares” with in-state
suppliers, shippers, purchasers, manufacturersotéed value-adding
businesses.

#tis not at all clear, however, that a carbonwauld be any more regressive than existing salds a
property taxes. Even business taxes are regrésskewed against small and medium size busingbsés
are ill-equipped to find and exploit loopholes.

42



Recommendationintegrate local food more comprehensively witheot
approaches of economic development, including ptorgaourism, farmers
markets, and the creative economy.

RecommendationRecognize that spiraling health-care costs apogimg

one of the fastest growing (and nerve-wrackingjlbos on the bottom line of
farms, ranches, and small businesses. Devisevidat@olicies for managing
and reducing health care costs as a critically mambeconomic-development
policy, and make the provision of healthy, nutasolocal food throughout
the state a critical priority for improving pubhealth.
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