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INTRODUCTION 
Range livestock producers in New Mexico 
are infuenced by many factors during a 
production year. These include fnancial 
and economic considerations vital to the 
success of the livestock operation. Access to 
this information gives producers, lending 
institutions, rangeland appraisers and other 
interested parties a better understanding 
of cash fow, debt structure and aggregate 
proftability of the entity. Cost and return 
estimates take into account external factors 
that directly impact the ranching operation, 
such as land use policy development, prop-
erty taxes, and credit analysis for current and 
future fnancial decisions. 

Drought conditions persisted throughout 
New Mexico during 2002, resulting in an 
increase in culling rates. Cull cows provide 
income for the year in which they are sold 
but reduce current and future calf sales due 
to the reduction in the breeding herd. Cash 
fow in a year in which cull sales increased 
will increase the bottom line for that year, 
as occurred in 2002 in New Mexico. These 
are not long-term projected gains but rather 
infuxes to cash fow for the year. Prices for all 
classes of beef cattle fell in 2002. This coupled 
with drought conditions continued to reduce 
proftability levels for New Mexico ranches. 

This study considers 15 individual 
cost and return estimates for representative 
model cow–calf ranches distributed among 
fve New Mexico regions. The fve regions 
are county-specifc (each county is wholly 
contained in one region). They are: Central 
Mountain, Northeast, Northwest, Southeast, 
and Southwest. Three individual budgets, 
for three ranches of differing size, were 

developed for each region. Sizes of the model 
ranches refect common ranch sizes within 
each region and range from extra-small in the 
Central Mountain region to extra-large in the 
Northeast, Northwest and Southeast regions. 
Throughout the analysis, number of mother 
cows is reported and a one-to-twenty bull 
ratio assumed. 

RANCHING REGIONS 
Ranching regions were established based on 
commonality in rangeland type, historical 
use, topography and climatic conditions. 
New Mexico State University has an extended 
history of developing range livestock cost 
and return estimates, and the regional-basis 
budget development undertaken in this study 
has historical precedent. 

Central Mountain 
This region comprises Taos, Rio Arriba, 
Sandoval, Santa Fe, San Miguel, Bernalillo, 
Torrance, Lincoln, and Otero counties. Rep-
resentative ranches modeled in the Central 
Mountain region were small, medium, and 
large in size. 

Rangelands in the Central Mountain 
region range from high alpine meadows to 
lower valleys. Higher elevations may ac-
cumulate heavy snow pack throughout the 
winter months and may receive heavy rains in 
the summer months. Because of the varying 
topography of this region, annual precipita-
tion levels within it vary from 8 to 30 inches 
(Palmer Drought Index). Both warm and cool 
season grasses are prevalent and are coupled 
with coniferous forests and browse species. 

1Assistant Professor and Professor, respectively, Department of Agricultural Economics and Agricultural Business, New Mexico State University, Las Cruces, NM. 
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Figure 1. Economic returns for small New Mexico ranches, 2002 

Figure 2. Economic returns for medium-sized New Mexico ranches, 2002 

Small Ranch 
The small representative ranch had 33 ma-
ture cows. A 25% culling rate was applied in 
2002 due to drought conditions. Calf crop 
percentage was 80%. Gross returns per cow 
were approximately $363 with total costs 
approaching $840 per cow, resulting in a loss 
of $477 per cow (Figure 1). An intensifying 
drought in this portion of New Mexico has 
caused a continued reduction in cattle num-
bers, thus impacting the economic profle of 
this representative ranch. 

Medium Ranch 
The medium representative ranch had 130 
mature cows. A 25% culling rate was applied 
due to drought. Calf crop percentage was 
83%. Gross returns per cow were approxi-
mately $365 with total costs approaching 
$430 per cow, resulting in a loss of $64 per 
cow (Figure 2). Break-even calf prices were 
$102 per hundred weight (cwt). 

Large Ranch 
The large representative ranch had 228 ma-
ture cows. A 25% culling rate and an 85% 
calf crop percentage were used in the repre-
sentative ranch model. Gross returns per cow 
were approximately $372 with total costs 
approaching $412 per cow, resulting in a loss 
of $48 per cow (Figure 3). Continued 
drought conditions forced mother cow 
numbers to be reduced, thus negatively im-
pacting economic return. 

Northeast Region 
This region comprises Colfax, Curry, De 
Baca, Guadalupe, Harding, Quay, and Mora 
counties. Representative ranches modeled for 
the Northeast region were medium, large and 
extra-large in size. 

Rangelands in the Northeast region are 
primarily prairie plains vegetated by peren-
nial grasses. Precipitation varies from 12 to 
20 inches throughout the region (Palmer 
Drought Index). Stuckey and Henderson 
(1969) estimate carrying capacities ranging 
from 15 to 24 animal units yearlong (AUY). 
Prevailing drought conditions for this por-
tion of New Mexico resulted in continued 
downsizing of mother cow herds. 

Medium Ranch 
The medium representative ranch has 130 
mature cows. A 25% culling rate was ap-
plied. Calf crop percentage was 85%. Gross 
returns per cow were approximately $455 
with total costs approaching $515 per cow, 
resulting in a loss of $60 per cow (Figure 2). 
Despite increased market prices, returns per 
cow fell greatly due to costs of supplemen-
tal feeding. More than normal culling rates 
resulting in fewer calves being marketed. 
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Large Ranch 
The large representative ranch has 228 mature 
cows. A 25% culling rate was applied. Calf 
crop percentage was 84%. Gross returns per 
cow were approximately $402 with total costs 
approaching $440 per cow, resulting in a loss 
of $38 per cow (Figure 3). Despite increased 
market prices, returns per cow fell greatly due 
to supplemental feeding costs and a reduction 
in the overall number of calves sold. 

Extra-Large Ranch 
The extra-large representative ranch has 358 
mature cows. A 25% culling rate was applied. 
Calf crop percentage was 84%. Gross returns 
per cow were approximately $375 with total 
costs approaching $395 per cow, resulting in 
a loss of $19 per cow (Figure 4). 

Northwest Region 
This region comprises Bernalillo, Catron, 
McKinley, Rio Arriba, Sandoval, and San 
Juan. Representative ranches modeled for 
the Northeast region were medium, large 
and extra-large in size. Drought conditions 
persisted throughout 2000, reducing cow 
numbers again over the 1999 levels. Supple-
mental feeding rates increased for each of the 
representative ranches modeled in this region. 

Both warm and cool season grasses are 
found in this region, as are piñon, juniper, 
oak brush, ponderosa pine and sagebrush. 
Precipitation ranges between 12 and 20 
inches annually, with most precipitation 
falling in the summer months. Stocking rates 
reported by Stuckey and Henderson (1969) 
are between 5 and 14 AUY per section. This 
variance is due to terrain, precipitation and 
forage availability across the region. 

Medium Ranch 
The medium representative ranch has 130 
mature cows. A 25% culling rate was applied. 
Calf crop percentage was 83%. Gross returns 
per cow were approximately $428 with total 
costs approaching $490 per cow, resulting 
in a loss of greater than $62 per cow (Figure 
2). This economic return is $40 less than in 
2001. The difference is due to two primary 
factors: reduced number of calves sold and 
high feeding costs. 

Figure 3. Economic returns for large New Mexico ranches, 2002 

Figure 4. Economic returns for extra-large New Mexico ranches, 2002 

Large Ranch 
The large representative ranch has 228 ma-
ture cows. A 25% culling rate was applied. 
Calf crop percentage was 83%. Gross returns 
per cow were approximately $400 with total 
costs approximately $390 per cow, resulting 
in a loss of $12 per cow (Figure 3). A sig-
nifcant reduction in economic viability for 
this representative model was apparent when 
compared to the values established in 2001. 
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Extra-Large Ranch 
The extra-large representative ranch has 325 
mature cows. A 25% culling rate was applied. 
Calf crop percentage was 83%. Gross returns 
per cow were approximately $372 with total 
costs approaching $410 per cow, resulting 
in a loss of $37 per cow (Figure 4). Break-
even calf prices were $99 per hundred weight 
(cwt) with 2002 prices averaging $90 cwt. 

Southeast Region 
The cost and return estimates in this region 
were based on data gathered in Chaves, Eddy, 
Lea, Lincoln, Otero, and Roosevelt counties. 
Representative ranches modeled for 
the Southeast region were medium, large 
and extra-large in size. Drought conditions 
worsened throughout 2000, resulting in 
further reductions in cow numbers for the 
southeast region of New Mexico. Continuing 
drought conditions resulted in more supple-
mental feeding. 

Terrain in this region ranges from 
prairies to rough areas. Elevations vary from 
3,000 to over 6,000, with precipitation 
between 12 and 20 inches annually. Primary 
grass species are grama, tobosa, and galleta. 
Prevalent shrubs and trees are piñon, juni-
per and oak brush. Stuckey and Henderson 
(1969) estimate that due to the huge vari-
ability of soil type, forage, and precipitation 
levels stocking rates will range from 3 to 17 
AUY per section. 

Medium Ranch 
The medium representative ranch has 130 
mature cows. A 25% culling rate was applied. 
Calf crop percentage was 82%. Gross returns 
per cow were approximately $406 with total 
costs approaching $416 per cow, resulting in 
a loss of about $10 per cow (Figure 2). 

Large Ranch 
The large representative ranch has 260 ma-
ture cows. A 25% culling rate was applied. 
Calf crop percentage was 82%. Gross returns 
per cow were approximately $360 with total 
costs of $390 per cow, resulting in a loss 
of $31 per cow (Figure 3). Increasing costs 
coupled with reduction in number of calves 

marketed resulted in a decrease in proft of 
approximately $35 per cow relative to 2001. 

Extra-Large Ranch 
The extra-large representative ranch has 385 
mature cows. A 25% culling rate was applied. 
Calf crop percentage was 82%. Gross returns 
per cow were approximately $347 with total 
costs approaching $396 per cow, resulting in 
a loss of $48 per cow (Figure 4). 

Southwest Region 
The cost and return estimates in this region 
were based on data gathered in Doña Ana, 
Grant, Hidalgo, Luna, and Sierra counties. 
Representative ranches from three size classes 
were modeled for the Southwest region; a 
small, a medium and a large ranch. 

Terrain in this region ranges from prairies 
to rough areas. Elevations vary from 4,000 
to over 8,000 ft. with precipitation between 
9 and 16 inches annually. Black grama is 
the primary grass plant in this region, while 
creosote and mesquite compose the major-
ity of brush species. Stuckey and Henderson 
(1969) estimate that due to the huge variabil-
ity of soil type, forage and precipitation levels 
stocking rates will range from 5 to 14 AUY 
per section. 

Small Ranch 
The small representative ranch has 52 mature 
cows. A 25% culling rate was applied. Calf 
crop percentage was 82%. Gross returns per 
cow were approximately $517 with total costs 
approaching $630 per cow, resulting in a loss 
of $112 per cow (Figure 1). The combination 
of increasing costs coupled with a reduction 
in the number of calves marketed resulted in 
signifcant economic and fnancial losses. 

Medium Ranch 
The medium representative ranch has 140 
mature cows. A 25% culling rate was applied. 
Calf crop percentage was 82%. Gross returns 
per cow were approximately $406 with total 
costs approaching $527 per cow, resulting in 
a loss of $120 per cow (Figure 2). As in the 
small representative ranch, the combination 
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of increasing costs coupled with a reduction 
in the number of calves marketed resulted in 
signifcant economic and fnancial losses. 

Large Ranch 
The large representative ranch has 325 ma-
ture cows. A 25% culling rate was applied. 
Calf crop percentage was 82%. Gross returns 
per cow were approximately $340 with total 
costs approaching $395 per cow, resulting in 
a loss of $52 per cow (Figure 3). 

SUMMARY 
Livestock production throughout New 
Mexico in 2002 resulted in negative returns 
for all representative models regardless of 
their location or size. Each representative 
ranch showed reduced proftability levels 
relative to in 2001. Precipitation levels were 
below normal for much of the state, forc-
ing livestock producers to make a decision 
between increasing supplemental feeding 
rates and reducing herd size. The major-
ity of producers chose to reduce herd size 
by 10% from the previous year’s numbers. 
Supplemental feeding rates were also higher 
than normal, that is, they were higher than 
in years when precipitation levels are closer 
to average. These factors created a diffcult 
year for livestock producers throughout New 
Mexico as costs of doing business increased, 
grass supplies were reduced and calf crop 
sales fell due to the aggregate reduction in 
cow numbers. Livestock prices fell from the 
2001 levels, primarily due to the increased 
number of cattle being sold prematurely due 
to continued drought conditions. Figure 5 
provides aggregate beef cattle prices for New 
Mexico for 2002. These values are represen-
tative of all classes of beef cattle throughout 
the state. 
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