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New Mexico Agriculture

• $3.2 billion cash receipts in 2019
• $2.5 billion livestock products (77.2%)
• $0.7 billion crops (22.9%)

Dairy
56.3%

Cattle & Calves
40.5%

Other 
Livestock

3.2%

Source: USDA – NASS 2019 NM Agricultural statistics
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New Mexico beef cattle inventory
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Economic importance of beef cattle (2019)

$993.3 million

9,841 jobs

Direct 
Contributions
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$491.6 million

$1.5 billion

12,979 jobs

$724.0 million

Total 
Contributions
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Source: https://www.drought.gov/current-conditions
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Source: https://www.drought.gov/sectors/agriculture
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Source: https://www.drought.gov/sectors/agriculture
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Cattle cycles driven by drought

Drought Less  
grass

Hay use 
Increase

Hay price 
increase

Reduced 
cash flows

Reduced 
herd size
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Cattle cycles

Expansion

Contraction
(liquidation)

Expansion

Peak

Trough

Peak

Trough

Contraction
(liquidation)

Average 8 – 12 year cycles
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Cattle cycles

Long-run supply

Long-run demand

Market shock (drought) pushes market 
off equilibrium

QLR Q

P

PLR

Q1

P1

Quantity of meat in the market 
increases as herds are liquidated

Increased 
quantities in the 
market drive prices 
down
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Cobweb theory of cycles

Long-run supply

Long-run demand

QLR Q

P

PLR

Lower market 
prices due to 
herd liquidation 
results in 
excess demand 
driving prices 
up. 
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Cobweb theory of cycles

Long-run supply

Long-run demand

QLR Q

P

PLR

Q1

P1

High prices trigger increased 
production, but with a lag 
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Cobweb theory of cycles

Long-run supply

Long-run demand

QLR Q

P

PLR

P1

The cycle continues as ranchers 
built herds back and market 
reaches its long run equilibrium.
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Inventory

Price
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How has drought impacted herd liquidation?

Difficult to say for sure.  We don’t know
• what would have happened absent the drought as herd 

sizes were decreasing prior to 2021
• the impacts of other “black swan” events, e.g., pandemic. 
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How has drought impacted herd liquidation?

What we do know
• Cow liquidation

• Beef cow slaughter is up 8.7% year-over-year through mid-
august  implies an annual cow slaughter of 3.5 million 
head

• Loss of 3.5 million head  11.4% net cull rate (largest since 
2011)

• Average cull rate over last two years 10.25%
• Average cull rate over last 35 years = 9.65%

• Heifer replacements
• Heifer slaughter is up 1.4% year-over-year*
• Beef replacement heifers down 2.3% in July

Source: Peel, 2021

0.5% - 1.0% 
Increased

Liquidation 

Slide: 17



BE BOLD. Shape the Future.
New Mexico State University
aces.nmsu.edu

How has drought impacted herd liquidation?

What we do know
• Cow liquidation

• Beef cow slaughter is up 8.7% year-over-year through mid-
august  implies an annual cow slaughter of 3.5 million 
head

• Loss of 3.5 million head  11.4% net cull rate (largest since 
2011)

• Average cull rate over last two years 10.25%
• Average cull rate over last 35 years = 9.65%

• Heifer replacements
• Heifer slaughter is up 1.4% year-over-year*
• Beef replacement heifers down 2.3% in July

Source: Peel, 2021

0.5% - 1.0% 
Increased

Liquidation 

Slide: 18



BE BOLD. Shape the Future.
New Mexico State University
aces.nmsu.edu

BE BOLD. Shape the Future.
New Mexico State University

aces.nmsu.edu

College of Agricultural, Consumer and Environmental Sciences

The College of Agricultural, Consumer and Environmental Sciences is an engine for economic and community development
in New Mexico, improving the lives of New Mexicans through academic, research, and Extension programs.

Questions?

Contact Information
Jay M. Lillywhite
lillywhi@nmsu.edu
575-646-5321
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