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Opportunities for economic development
include:

B Forest products
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Recent Performance. Payroll growth in
Apache County remains positive, but has
slowed since 1999. The tourism industry is
APA’s most substantial industry, although it
has been flagging. Government payrolls, which
include many of the tourism-related jobs that
are on the Indian reservations, are also down
on a year-ago basis. Additionally, a drop in
building permits has led to a decline in the
small construction industry. Although the un-
employment rate remains in the double digits,
it has fallen over the past few years, and is ex-
pected to continue its downward slide. Credit
quality remains weak in the county.

Tourism. APA contains a ski resort and
many fishing lakes on the Apache reserva-
tion, as well as Petrified Forest National Park.
The ski resort is one of the largest non-gam-
ing tourism attractions throughout reserva-
tions nationwide. Although the resort is begin-
ning to diversify into mountain biking during
the summer months, APA as a whole has been
unable to increase its tourism business in the
recent past.

Decreased visitor levels in the Petrified For-
est are partly responsible, as the number of
visitors dipped to less than 600,000 visitors in
2001; visitor levels regularly topped 800,000
throughout the 1990s before beginning to de-
cline in 1999. Occupancy rates for the county’s
hotel rooms typically lag the rest of the state
despite a limited supply of rooms, and 2002
has been no exception. Still, tourism remains
the best avenue for economic growth in APA,
due to the lack of strong alternatives. Increased
use of the ski resort and a revival in the popu-
larity of APA’s natural attractions are expected
to help tourism grow going forward.

Reservations. APA is dominated by its Indian
reservations, which cover about two-thirds of
the county’s land. The two reservations, Navajo
and Apache, have very low wages combined
with high unemployment. As a result, the pov-
erty rate in APA was 38% in 1999, compared
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ANALYSIS

with only 14% in Arizona as a whole, accord-
ing to the decennial census. Educational attain-
ment, on average, also is very low in APA, as
over one-third of the population aged 25 years
and over lacks a high school diploma. Low edu-
cation levels make it difficult for areas in the
reservations to attract employers that are well
paying. Consequently, the share of manufac-
turing employment is only 1% of the total in
APA. Without a strong manufacturing base,
APA must rely on tourism spending and gov-
ernment assistance to keep money flowing in
the local economy. Weak economic fundamen-
tals on the reservations could be a drag on
long-term growth prospects for the county.

Demographics. APA suffers from consistent
out-migration, due to the weak job prospects
in the county. Out-migration is particularly se-
vere among prime-age workers, which limits
the earning potential of the community. A
decline in the proportion of people ages 20-
49 has kept the labor force from growing sig-
nificantly, despite overall population growth
during the 1990s. Demand for goods and ser-
vices is also hurt by this exodus, due to a drop
in the potential wage earners. That said, a pick-
up in payroll growth will help stem this out-
flow of residents.

The Apache County economy is expected
to grow at a modest pace going forward. The
tourism industry is currently performing be-
low potential. A return to the long-term trend
of visitation levels in the Petrified Forest Na-
tional Park would support a revival of the
industry. A lack of high value-added services
or production weighs down on the area’s in-
come growth potential. Low wages and high
unemployment result in a high proportion of
residents that are dependent on government
subsidies. Long term, APA is expected to
grow at a pace below the state average, due
to its narrow industrial structure.
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EMPLOYMENT & INDUSTRY MIGRATION FLOWS

TOP EMPLOYERS INDUSTRIAL DIVERSITY Into Apache County Number Median
Apache-Sitgreaves National Forests o 1.00 of Migrants  Income
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COMPARATIVE EMPLOYMENT AND INCOME
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Bankruptcy Rate Is Still Low in Apache, Despite Recent Ascent
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...Allowing Jobless Rate to Fall Despite Lack of Job Growth
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Apache’s Low Incomes Due to Large Reservation Population
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Tribal Activities Skew Government Employment Upward
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Educational Growth
These numbers represent the county's annual-
ized employment growth rate in its short-term
(over the next two years, top) and its long-term
growth (over the next five years, bottom).

STANDFORD9
2002

Standford 9
The data represent percentile ranks for the county's 9th grade students, released in Spring 2002.
Stanford 9 tests are a commonly used measure of educational attainment for K-12 students. The test
is a standardized one that compares individual students' performance in each of the subject areas
with a representative sample of national public school students.

EDUCATIONAL
ATTAINMENT 2000

Educational Attainment
This value represents the share of the county's residents aged 25 and over who have attained a bachelor's
P degree or higher. This is taken from data released by the Census Bureau based on the Decennial Census
2000 surveys.

POVERTY RATE

Poverty Rate
This data point reflects the share of total
population in the county that lives below the
Federal Poverty Line. This is 1999 data, released
by the Census bureau based on the Decennial
Census 2000 surveys. The Census Bureau uses
a set of money income thresholds that vary by
family size and composition to detect who is poor.
If the total income for a family or unrelated
individual falls below the relevant poverty
threshold, then the family or unrelated individual is
classified as being "below the poverty level."

Industry Opportunities
Future opportunities for economic development include a mix of those industries that already drive the
state's economy, and others in which their roles may be enhanced. A three-step process led to the
creation of priority economic opportunities. First, Economy.com's forecasts of industry employment over
the coming ten years was used to provide a rank of growth rates across all two-digit industries as defined
by SIC codes.
Second, Economy.com conducted econometric analysis of the comparative advantages that contribute to
the determination of industry location, using this to calculate the estimated growth potential by industry in
Arizona. This was then compared with actual industry performance over the past ten years, and the
difference provided a ranking of industries in which full potential is not yet realized given current measures
of comparative advantage.
The rankings emerging from this analysis were then combined with the ranking of industries according to
the national outlook by industry, weighting these two factors equally. Finally, from the ranking of industries
that emerged from these criteria, industries were selected that had qualities fundamental to the assump-
tions of the changing macro and international economic environment.

Population by cohort and population distribution
These two charts use population data for 1990 and 2000 released by the Census Bureau as part of its
Decennial Census surveys. The first chart contrasts the actual number, in thousands, of residents in the
county by age cohort, while the second chart details the share of residents in each age cohort.

Indicator Units Source Note
Gross Product Chain-weighted dollars Economy.com GCP is the sum of all income produced in a
county, including corporate profits. Thus, it does
not necessarily track employment growth.
Total Employment Thousands BLS 790 employment Defined as sum of mining, construction,
series; for NECMAs series  manufacturing, transportation/public utilities,
estimated by wholesale/retail trade, finance/real estate,
Economy.com services, and government.
Unemployment Rate Percent Household employment
series
Personal Income Growth % change previous year Bureau of Economic Measures income received by households
Analysis from employment (including self),
investments, and transfer payments.
Population Thousands Bureau of Census
Single-Family Permits Number of units Bureau of Census
Multifamily Permits Number of units Bureau of Census
Existing Home Price Thousands dollars Nat'l Assoc Realtors Index is affected by mix of homes sold.
Mortgage Originations Millions dollars Federal Financial
Institutions Council
Net Migration Thousands Bureau of Census Calculated as number of domestic and
international people moving into a state minus
those leaving.
Personal Bankruptcies Number of household filings  Admin. Office U.S. Courts
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EMPLOYMENT AND INDUSTRY
STRUCTURE

INDUSTRIAL DIVERSITY
Industrial diversity is defined as the extent to
which a county's industrial structure approxi-
mates the U.S. industrial structure.

Diversity is derived using the following formula:
Diversity = 1/a((EMPI/EMPUS])*EMPij)

Where EMP = share of employment in three-digit
SIC industry j during period 2000-01; i = COUNTY;
US = U.S. The Diversity measure is bounded
between 0 and 1. 1 means the county has the
same industrial structure as the U.S.; 0 means it
has a totally different industrial structure than the
u.s.

Formula derived from Hachman index, Bureau of
Business and Economic Research, Univ. of Utah,
December 1994.

EMPLOYMENT VOLATILITY

Employment volatility is defined as the
standard deviation in a county's monthly year-
over-year percentage nonagricultural
employment growth relative to the standard
deviation in U.S. year-over-year percentage
nonagricultural employment growth over the 1992
to 2001 period. Volatility of 100 means that
employment volatility in a county is equal to
employment volatility in the nation. Counties tend
to be inherently more volatile than states.

EMPLOYMENT VOLATILITY DUETO
U.S. FLUCTUATIONS

Volatility due to U.S. fluctuations (also known as
"systematic volatility") is defined as:
SYSVOL = (Ri2)1/2

where SYSVOL = systematic volatility; R2 = is the
proportion of total variance in county i's growth rate
that is associated with contemporaneous
fluctuations in national growth.

Volatility not due to U.S. fluctuations (also
known as "nonsystematic volatility") is defined as:
NONSYS=1-(Ri2)1/2

where NONSYS = nonsystematic volatility in county
i; R2 is the proportion of total variance in county i's
growth rate that is associated with
contemporaneous fluctuations in national growth.

Formulas modified from "Assessing Regional
Economic Stability: A Portfolio Approach,” Economic
Review (Federal Reserve Bank of San Francisco),
Winter 1990.

MIGRATION FLOWS

IRS data. When a taxpayer notifies the IRS of a
change in address, the IRS records the
household's current county of residence, the
county to which the household is moving, the
number of household members, and household
income. Economy.com aggregates this data by
metro area into gross migration. The data are
then sorted to show the ten counties providing
the largest number of new residents and the
ten counties to where the largest number of
current residents move. Subtracting the gross
out-migration flows from the gross in-migration
flows gives net out-migration.

The IRS migration data have several advan-
tages. One advantage of the IRS data is that it is
the only migration data set to show where out-
migrants are moving to and where in-migrants
are coming from. Another advantage is that the
average income levels can be associated with
both in-migrants and out-migrants. The
disadvantages of the IRS migration data are that
it only covers households that have filed
income-tax returns and thus is not a complete
record of all migration; and that it lags by two to
two-and-one half years.

Census data. The Census measure of net
migration attempts to capture all migration to and
from counties. Economy.com aggregates this
data to metro areas and to states. The Census
measure of net migration differs from the IRS
measure in several ways. First, Census
measures only net migration; gross in and out
flows are not available. Second, Census data
cover all migrants, including international
migrants, not just those who file income tax
returns. Census data lack accompanying
income data. Numbers differ from migration
series data in indicator tables, which are
estimated on Census 2000 data. New migration
data from the Census will be available in 2002.

HOUSE PRICES

The house price index presents relative growth in
the median price for existing single family homes,
indexed to the first quarter of 1987. The median
home price data comes from the National
Association of Realtors, and is estimated at the
county level by Economy.com. Each month the
NAR Research Division receives data on existing
single-family home sales from over 650 Boards/
Associations of Realtors and multiple listing
systems across the country. In 1994, data on
over 1,500,000 existing single-family homes were
received and processed.

LEADING INDUSTRIES

Leading industries are defined as the largest
industries with location quotients greater than 1.1.
A location quotient greater than 1 indicates an
industry that serves more than the local market.
Location quotients are calculated according to the
formula:LCim = (Eim/Etm)/(Eius/Etus)

where LC = location quotient in county m for
industry i; E = employment in industry i for county
m or the U.S.; and t = total employment for county
m or the U.S.

Economy.com defines high-tech employment as
the sum of employment in the following industries:

SIC Industry

283 Pharmaceuticals

357 Computer & Office Equipment

366 Communications Equipment

367 Electronic Components & Accessories

381 Search & Navigation Equipment

382 Measuring & Controlling Devices

384 Medical Instruments & Supplies

385 Ophthalmic Goods

489 Communications Services, NEC

737 Computer & Data Processing Services
873 Research & Testing Services
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