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PREFACE

Changesin New Mexico Agricultureprovidesan annu-
al accountingin constant unitsof changesthat occurredin
cash receiptsand value of production betweenthe preced-
ing year and thetitle year. It isa companion for publica-
tions such as New Mexico Agricultural Satistics and
Agricultural Satistics, which publish extensive statistics
related to agriculture; however, the monetary values re-
ported in those publications are measured in nominal
dollars. As a consequence, a comparison between years
does not alow a determination of the real changes that
have occurred. Changesin New Mexico Agriculturerem-
ediesthis problem. Each year adetermination is made of
the changes in cash receipts from all commodities. In
addition, atop 10 county disaggregationismadeforthe 10
commodities accounting for the highest percentage of
cashreceiptsin New Mexicofor the period coveredinthe
report. Long-termtrendsand changesin cash receiptsand
valueof productionarereportedin Trendsin New Mexico
Agriculture.
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Changes in New Mexico Agriculture 1992

Wilmer M. Harper?

Thisreportisabaselinereferencefor New Mexico's
agricultural sector with respect to cashreceipts, val ue of
production, and major commodities. Annual cash re-
ceipts and value of production are converted from
nominal monetary values to constant dollar values.?
Inflation in the general price level produces nominal
price changes that do not reflect changes in the real
value of goodsand servicesintheeconomy. To remove
changes associated with inflation, the value of the
commodities covered in this report are adjusted to a
common base period (1990) using the consumer price
index? (CPI) (See Appendix A). Adjusting cash receipts
to acommon base period removesthe variation in cash
recei pts between time periods that may be dueto price
differences associated with changes in the nomina
valueof thedollar. Adjusted valuesallow theidentifica-
tion of monetary val uesthat haveincreased or decreased
in real terms. Although conversion to a common base
period does not takeinto account changesin production
due to technology, a comparison of the constant dollar
values between the two periods provides a measure of
whether producers’ real incomes have increased or
decreased. For commodities with decreasesin produc-
tion, there also may be adecreasein the cost of produc-
tion. In these cases, cost decreases could partially off-
set decreasesin profitsassociated with lower quantities.

The data should not be interpreted as measuring the
impact of agricultureuponthestate’ seconomy; they are
cash receipts and values of production. Cash receipts
understate total value in some cases and overstate total
value in other cases; however, cash receipts are the
values used in publications such as New Mexico Agri-
cultural Satistics. Cash receipts do not account for
intra-farm transfers of commaodities such as hay, pas-

Professor, Department of Agricultural Economics and Agricultural Business.

ture, livestock, and grain. In contrast, the value of
production for fina products such as calves and year-
lings may include the value of hay and grain that were
produced on the farm or ranch. In these cases, cash
receiptsand value of productionfor thefinal product do
not record the production of intermediate goodsusedin
thefinal product. In addition, cash receipts and value of
production leave unmeasured the multiplier effect that
accompaniesagricultural production. Thisunmeasured
impact includes such important components as the im-
pact of agriculture on the input and service industries
associated with the production process, the processing
industry that is a part of agriculture, and the impact of
the multiplier effect upon cash receipts as they cycle
through the economy. The value of the multiplier for
New Mexico’ sagricultural sectoris2.4472. Thismeans
every $1.00 changein output that occursin the agricul -
tural sector resultsina$2.4472 changeinNew Mexico’'s
aggregate economy (U.S. Department of Commerce,
1992, p. 34).

AGRICULTURE IN NEW MEXICO

The 1992 Censusof Agricultureclassifies60.33% of
New Mexico'sland areaasfarmland. The USDA defi-
nition does not di stinguish between cropland and range-
land. There were 14,279 farms, 0.6% of the U.S. total.
Units of 2,000 acres or more accounted for 19.31% of
the total farm classification, and unitsin the 1-50 acre
range constituted 18.29% of the total number of units.
By sales class, 80.58% of the units had sales less than
$50,000 and 2.98% had sales greater than $500,000.
The average operator age was 55.3 years, and 52.8% of

2Throughout this report, changes between periods reported in 1990 dollar constant dollar values will be referred to as changes in real values measured in

constant units.

3Adjustmentsto a constant value are most meaningful when the adjustment mechanism isfamiliar to those who will use the adjusted values. No single price
index is appropriate for making adjustments to the values of all goods and services; however, the Consumer Price Index (CPI) isfrequently used to measure
inflationary changesin the economy. Because changesin the prices of goods and services are familiar to everyone, the CPI isused in thisreport to adjust the

nominal dollar values.



the operators reported farming as their principal occu-
pation. With respect to tenure, individual or family
operations were the predominant types, comprising
83.75% of total operators (1992 Census of Ag., State
Data, NM, pp. 8-9, 47).

From 1991 to 1992, the nominal average per acre
value of farm real estate increased from $230 to $239
(USDA-ERS, p. 5). This change represented a nominal
increase of $9 per acre. The constant dollar average per
acre value of farm real estate increased $8.33 when
measured in 1990 dollars. The hominal average gross
cash rent per acre increased from $70.40 in 1991 to
$87.70 in 1992. The increase was $17.30 in nominal
termsand $16.02 in constant dollar value (USDA-ERS,
p. 10).

In 1992, New Mexico ranked 34th among the 50
states with respect to total farm marketings and pro-
duced 0.89%of total U.S. farm marketings. New Mexico
ranked 36th with respect to total farm marketings from
cropsand produced 0.58% of total U.S. farm marketings
from crops, and it ranked 29th with respect to total farm
marketingsfrom livestock and produced 1.20% of total
U.S. farm marketings from livestock (USDA, Agricul-
tural Statistics, p. 380). Farm income* was 1.96% of
New Mexico' stotal personal incomegenerated fromall
industries. Farm incomeincreased from $363.5 million
in 1991 to $478.7 million in 1992 (U.S. Dept. of Com-
merce, REIS). Cashreceiptsfromall commoditieswere
$1.54 billionin 1992, anominal increase of 5.47%from
1991. In constant dollars, total cash receipts increased
2.13% from 1991 to 1992 (table 1).

From 1991 to 1992, the nominal value of cash re-
ceiptsincreased for 17 commodities, decreased for nine
commodities, and remained constant for three com-
modities. However, the constant dollar value of cash
receipts indicates that in real terms the situation was
different. When valued in constant dollars, 15 com-
modities showed an increase in cash receipts and 14
commaodities showed a decrease. The rank of the com-
maodities also showed substantial change from 1991 to
1992. Of the 29 commaoditiesreported, 12 commodities
maintained the same rank, seven increased in rank, and
10 decreased in rank (table 1). When compared to the
average 1989-91 constant dollar cash receipts, the 1992
value of cash receipts was greater than the 1989-91
average for 11 commodities and less for 18 commodi-
ties (table 2). Of the top 10 commoditiesin 1992, nine
of the 10 were in the top 10 for the 1989-91 constant
dollar average, and six of the top 10 commadities had
1992 constant dollar cash receipts that exceeded their
1989-91 constant dollar average. Wheat was in the
1992 top 10, but did not rank in the top 10 for the 1989—
91 constant dollar average. Potatoesrankedinthetop 10

forthe1989-91 constant dollar average, but did not rank
in the top 10 in 1992.

Although constant dollar value of cash receiptsin-
creased 2.13% from 1991 to 1992, the balance sheet for
New Mexico's farm sector (table 3) shows a rea de-
creasein thevalue of assets. Farm debt also declined in
real terms, but the debt to equity and debt to assetsratios
increased from 1991 to 1992 due to the fact that the
decline in assets was greater than the decline in debt.
The value of farm assets decreased 0.05% in nominal
terms, and 0.08% in real terms. This decline in asset
valueresulted primarily from the decreaseinreal estate
whichisthelargest farm asset category. The declinein
the total value of farm real estate reported by ERS in
Economic Indicators of the Farm Sector: Sate Finan-
cial Summary, 1993 isin spite of theincreasein per acre
value reported by ERS in Agricultural Resources. Ag-
ricultural Land Values and Markets. From 1991 to
1992, non-real estate debt and real estate debt declined
0.04% and 0.05% respectively.

THE MAJOR COMMODITIES

In 1992, thetop 10 commoditiesaccounted for 88.85%
of the 1992 total value of cash receiptsfor New Mexico.
These commodities were taken as the major commodi-
ties for New Mexico in 1992, and a more detailed
analysis of the changes between 1991 and 1992 is
presented. An important part of the detailed analysisis
the disaggregation of the changein the value of produc-
tion into its component parts. change due to difference
in commodity price, change due to difference in the
guantity of commodity produced, and theinteraction of
differencein price and difference in quantity.

With respect to cash receipts, the top 10 (of 33 total)
counties account for 67.84% of total cash receiptsin
New Mexico (table 4). The top two counties, Chaves
and DofaAna, account for 26.37% of thetotal value of
production in New Mexico and rank in the top five for
six of the top 10 commodities.

Where possible the county level analysis uses cash
receipts; however, thisisnot possible for all commodi-
ties. At the county level, some commodity data is
reported only in value of production. Differences in
cash receipts and value of production arise for various
reasons. In the case of commodities used in the produc-
tion of another commaodity (for example, feed for live-
stock), salesdo not account for the product consumed on
the farm. In other cases, marketing issues such as
grading and product damageresult infinal cash receipts
lower that the value of production estimated at the
county level. Thecashrecei ptsvaluerepresentsthefinal

4Farm income consists of proprietor’s net farm income, the wages of hired farm labor, the pay-in-kind of hired farm labor, and the salaries of officers for

corporate farms.
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reporting of the actual monetary value received by the
producer from the product’ s sale.

Cattleand Calves

Cattleand calveswerethe number one commodity in
1992, with cash receipts of $723.2 million. Cash re-
ceiptsfrom thetop 10 countiesin this sector comprised
54.23% of New Mexico’ stotal cash receiptsfrom cattle
and calves (table 5). For the top 10 counties, nominal
cash receipts increased 1.91% from 1991 to 1992.
Constant dollar cash receipts decreased 1.32% in 1992,
Only Chaves and Roosevelt Counties had increasesin
cash receipts valued in constant dollars. In 1992, aver-
age sale price was $62.40 per cwt for cattle and $90.10
per cwt for calves (NM Ag. Statistics, 1993, p. 34).

New Mexico cattle and calves totaled 1.40 million
head as of January 1, 1992; thisinventory represented a
4.48% increase over 1991. The top 10 counties had an
11.51% increase in the number of cattle and calves
(table 5).

Milk

Wholesale milk ranked second with respect to cash
receipts in 1992; however, county-level statistics in-
clude cash receipts from al milk sales. Therefore,
comparison of county cash receipts for milk uses the
receipts for al milk. Total milk production was 2,174
million pounds in 1992, and resulted in cash receipts
totaling $269.6 million. Cash receipts for the top 10
milk-producing counties constituted 98.54% of New
Mexico' stotal cash receiptsfrom milk. Chaves County
led the state in cash receipts from milk with 39.84% of
the state’'s total. Within the top 10 milk-producing
counties, Eddy County experienced the greatest change
in constant dollar cash receipts with an increase from
$4,157,000 in 1991 to $8,766,000 in 1992, an increase
of 104.19%. Eddy County had an increase greater than
100% (1991 = 240%), for thesecond yearin1992. Three
of thetop 10 counties had a decrease in 1992. Percent-
agechangein constant dollar cashreceiptsfor thetop 10
countiesin the aggregate increased by 18.49% in 1992,
The average nominal price received for milk in 1992
was $12.20 per cwt, a 7.02% increase from the 1991
price of $11.40 (table 6).

The number of dairy cows in New Mexico was
reported at 101,000 animalsin 1992, a13.48% increase
over 1991 and arecord high for the state. Replacement
heifers numbered 22,000 (NM Ag. Statistics, 1993, p.
33).

Hay

Hay ranked third with respect to 1992 cash receipts.
Total productionfor all hay was1,401,000tonsin 1992,

with avalueof production of $137.2 million. Harvested
acreagefor 1992 was reported at 320,000 acres, 10,000
acres less than in 1991. Chaves County led in value of
production from hay with 23.95% of the state total.
Value of production inthetop 10 countiesin this sector
comprised 75.18% of the state’ svalue of production for
hay. Statewide average yield per acre was reported at
4.38 tons, with an average price of $97.50 per ton. This
represented an increase of 0.03 tons per acre and a
decrease of $9.50 per tonin price. All of thetop 10 hay-
producing counties reported declinesin constant dollar
value of production ranging from 2.43 to 24.04%. Lea
County experienced the most change with adecrease of
24.04%. The overal value of production for the top 10
counties declined 16.22% in constant dollars (table 7).

Chile

Chile ranked fourth with respect to cash receiptsin
1992. Total chile production in 1992 was 116,400
processed tons: 69,000 tons of green and 47,400 tons of
red (N.M. Ag. Statistics, 1993, p. 69). The 1992 total
production dry weight equivalent was 53,475, with a
value of $67.38 million. The value of production inthe
top 10 countiescomprised 97.39% of the state’ stotal for
chile. Luna County led in value of production for chile
with 35.94% of the state’ stotal . Constant dollar value of
production declined for five of the top 10 counties, but
increased 10.46% overall from 1991t01992. Withinthe
top 10 chile-producing counties, Socorro County expe-
rienced the greatest change in constant dollar cash
receiptswith anincrease of 89.69%. Priceper processed
ton of chile averaged $254 for green and $935 for red
(table 8).

Production from 1992 was a record high of 53,475
dry equivalent tonswith adry weight yield of 1.55 tons
per acre. Total harvested acreage in 1992 was 34,500
acres, a 16.16% increase over 1991.

Pecans

Although pecan production is limited to the state's
southern counties, pecans ranked fifth with respect to
cash receipts in 1992. Pecan production totaled 30
million pounds and generated $49.2 million in value of
production in 1992. Dofia Ana County reported the
largest production, 20.89 million pounds, with avalue
of $34.25 million. Production in Dofia Ana County was
69.62% of thetotal for New Mexico. The average price
per pound for pecansin 1992 was $1.64, an increase of
10.81% from 1991. The $1.64 price per pound was a
record high in nominal and constant dollar values.
Constant dollar value of productionincreased for all but
onecounty from 1991 to 1992. Within thetop 10 pecan-
producing counties, L unaCounty experiencedthegreat-
est changein constant dollar valueof productionwithan
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increase of 56.20%. In constant value dollars, pecans
had an 11.00%increasein value of production (table9).
The 30-million pound harvest was the largest pecan
harvest reported in New Mexico to date.

Greenhouse Nursery

At $41 million, greenhouse nursery ranked sixth in
1992. In nominal dollars this represents an increase of
8.32%. In constant dollars the cash receipts for green-
house nursery increased 4.89% (table 1). Records of
county-level cash receiptsfor greenhouse nursery prod-
ucts are not available from the New Mexico Crop and
Livestock Reporting Service. Cash receipts include
sales of plants grown and finished entirely in New
Mexico, sales of plantsimported into New Mexico and
finished in New Mexico, and sales of plants imported
into New Mexico as finished products.

Onions

In 1992, onions ranked seventh with respect to cash
receipts. Total onion productionwas 3.2 million cwt®in
1992, and cash receiptsfor onionswere $38.07 million.
In nominal dollars, cash receipts decreased 14.53%
from 1991 cash receipts. In constant value dollars, cash
receiptsdecreased 17.24%. DofiaA naCounty accounted
for 49.38% of the total value of production for onions.
Inconstant valuedollarsvalue of production declinedin
DoflaAnaCounty. Sierra County experienced thelarg-
est change in constant dollar cash receipts with a de-
crease of 55.08% (table 10).

Acreage planted in onions increased from 7,200 in
1991 to 8,200 in 1992. Acreage harvested increased
from 7,100in 1991 to 8,000 in 1992. The nominal price
per hundredweight decreased from $15.30 in 1991 to
$11.90 in 1992.

Wheat

Wheat ranked eighth in cash receipts in 1992 and
generated $33.68 million of cash receipts. Vaue of
production of wheat harvested for grain in the top 10
counties equaled 88.63% of total New Mexico cash
receipts from wheat. Nominal value of production for
the top 10 counties increased 37.71% from 1991 to
1992, and constant dollar value of productionincreased
33.35%. Threeof the 10 countiesexperienced decreases
inconstant dollar value of production. Withinthetop 10
wheat-producing counties, Quay County experienced
the greatest change in constant dollar value of produc-
tion, with an increase of 243.77% (table 11).

The price per bushel of wheat increased from $2.85
in 1991 to $3.10 in 1992. Acreage planted to wheat
remained constant at 550,000 acresfrom 1991 to 1992,
while acreage harvested increased from 320,000 to
330,000for a3.13% increasein harvested acreage (NM
Ag. Statistics, 1993, p. 48).

Sorghum Grain

Sorghum grain ranked ninth in cash receiptsin 1992,
with $23.34 million in cash receipts. Value of produc-
tion for sorghum harvested for grain in the top 10
counties accounted for 94.70% of New Mexico’ stotal.
For thetop 10 countiesthe nominal value of production
decreased 2.49% from 1991 to 1992; constant dollar
valueof production decreased 5.58%. In constant dollar
value, thevalue of production decreased for 3 counties.
Within the top 10 sorghum-producing counties, Lea
County experienced the greatest change in constant
dollar value of production, with anincrease of 331.68%
(table 12).

The price per bushel® of sorghum decreased from
$2.39 in 1991 to $1.92 in 1992. Sorghum acreage
planted for all purposesincreased from 180,000in 1991
to 215,000 in 1992. Acreage harvested for grain in-
creased from 170,000t0 205,000. Theseacreagesrepre-
sented an increase of 19.44% in planted acreage and
20.59% in acreage harvested for grain (NM Ag. Statis-
tics, 1993, p. 52).

Cotton Lint

Cotton productionin New Mexicoisconcentrated in
the south and southeast areas of the state. Cotton lint
ranked tenth with respect to cash receiptsin 1992. In
constant dollar value, cash receipts for cotton lint de-
creased 32.81% from 1991 to 1992. Cotton production
in New Mexico is divided between Upland and Ameri-
can-Pima. Upland cotton accounted for 62.43% of the
1992 total value of production for cotton. Acreage
planted to Upland was 69,000 in 1991 and 55,000 in
1992. Acreageharvestedwas65,000in 1991 and 53,500
in 1992. The price per pound for Upland was $0.587
($281.76 per 480-pound bale) in 1992, an increase of
$.04 per pound from 1991. American-Pima acreage
decreased from 19,600 in 1991 to 13,000 in 1992;
acreage harvested decreased from 19,400 to 12,800.
The 1992 price-per-pound for American-Pima was
$0.843 ($404.64 per 480-pound bale), a decrease of
$0.132 from 1991.

In constant dollar value, only Dofia Ana and Quay
Countieshad anincreasein Upland value of production

5Production figures are in cwt, the reporting unit used by USDA. The industry reporting unit is the 50-pound sack.

SProduction figures are in bushels, the reporting unit used by USDA. The industry reporting unit is cwt.
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(table 13). The Upland average decrease in value of
production in constant dollars was 25.68%. Dofia Ana
County accounted for 98.98% of New Mexico’'s value
of productionfor American-Pima. DofiaAna’ s produc-
tion increased 9.55%; however, the constant dollar
value of production decreased 12.28%.

ANALYSIS
Rank Order

The rank order of four of the top 10 commodities
(cattle and calves, milk-wholesale, hay, and chile) re-
mai ned unchanged from 1991 t0 1992. Of theremaining
six commoditiesinthetop 10, four (pecans, greenhouse
nursery, wheat, and sorghum grain) moved up in rank,
and two (onionsand cotton lint) decreased in rank. One
of the top 10, sorghum grain, was not in the top 10 in
1991. Thetop 10 commoditiesaccounted for 88.85% of
New Mexico' stotal cash receipts generated by agricul-
ture. Cattle and calves ranked first and accounted for
47.10% of all agricultural cash receipts. Milk-whole-
sale ranked second and accounted for 16.86% of cash
receipts (table 1).

Of New Mexico’ stop 10 commoditiesin 1992, only
pecansrankedintheupper half of thestatesreporting for
the respective commodities (table 14). New Mexico's
pecan production ranked second out of 13. Cashreceipts
from pecans comprised 3.20% of New Mexico’s total
agricultural cashreceipts. AlthoughNew Mexicoranked
only eighth out of 15 in total national onion production,
New Mexico is the largest U.S. producer of summer
non-storage onions. New Mexico's chile production
ranks high at the national level, but national production
statistics for chile are not reported separately from all

peppers.
Changes 1991 to 1992

New Mexico experienced a 2.13% increase in agri-
cultural cash receipts from 1991 to 1992 in constant
dollars. Of the 29 commodities reported, 15 had an
increase in constant dollar cash receipts. The increases
ranged from 372.05% (apples) to 0.78% (cottonseed).
The decreases in constant dollar cash receipts ranged
from 1.43% (cattle and calves) to 32.81% (cotton lint).
Cash receipts were used to determine the top 10 com-
modities; however, where the data were not available,
value of production figures were used to estimate the
county level production of the commodity.

Corn ranked in the top 10 commoditiesin 1991, but
was not inthetop 10in 1992. From 1991 to 1992, cash

receipts for corn increased 12.06% in nominal dollars
and 8.51% in constant dollars. However, corn’s in-
creasewas not asgreat astheincreasein sorghumgrain
which moved into the top 10.

Components of Changein Value of Production

The analysis of changes in the value of production
(VOP) requires that the change be separated into its
components (see Appendix B). Froman economic point
of view, the changein VOP (AV OP) has three compo-
nents. The first change, a quantity effect (AQ * P),
results from the change in quantity (AQ) multiplied by
theoriginal price (P). The second change, a price effect
(AP* Q), results from the change in price (AP) multi-
plied by the original quantity (Q). Thethird change, an
interaction effect (AQ * AP), resultsfrom the changein
guantity (AQ) multiplied by the change in price (AP).
Without a determination of these components, therela-
tive impacts of the changes upon V OP cannot be deter-
mined, asit is possible for changesin price or quantity
to partially offset or cancel one another.

Nominal Dollar Comparisons

Therelativeimpacts of priceand quantity changesin
nominal dollars are shown in table 15. For four of the
nine commodities’ analyzed, AVOP in nhominal dollars
ispositive. For five of theninecommodities, thechange
in VOP produced by the price effect was greater in
absol ute termsthan the change resulting from the quan-
tity effect. Based upon the relative dominance of the
price effect for the individual producer during the pe-
riod 1991-92, market price had more impact on total
cash receiptsfor thetop 10 commoditiesthan decisions
and variablesthat influenced production and quantities
marketed.

The relative changes and signs for AVOP and its
components in nominal dollars are shown in fig. 1. In
nominal termsthe quantity effect was positive for eight
of the nine commodities. The price effect was positive
for four of the ninecommaodities. Theinteraction effect
was positive for two of the nine commodities. In three
cases (wholesale milk, pecans, and wheat), price and
guantity effects were both positive. In two cases (chile
and sorghum grain), the positive changein VOP result-
ing from the quantity effect offsets all of the negative
change in VOP resulting from the price effect. In one
case (onions), the positive change from the quantity
effect offsets 45% of the negative change in VOP
resulting from the price effect. In the case of Upland
cotton, wherethepriceeffectispositiveand thequantity
effect is negative, the positive change in VOP from the
price effect offsets only 29.73% of the negative change

"Availablepriceand quantity datadid not permit thisanalysisfor cattle and cal vesand greenhouse nursery. For thisanalysis cotton wasdivided intoits Upland

and Pima components. This resultsin 9 commodities for analysis.



"09-8G "dd ‘Z66T ‘Sonsiess [eimnoliby 00 X3\ MBN B0IN0S

‘a10e Jad "q| 0/ J0 pRIAabeiane Ue Ylim ‘paisaniey aJom saide 00y '6T pue palue|d alem Uoyod eulld JO Saide 009'6T ‘T66T Ul

‘a10e Jod "q| 6EL J0 pRIA 8belene Ue y1im ‘PRISSAIRY 8I8M S31J2 008'ZT PUe paiue|d 8/8M UONHOD Bl ld JO S81Je 000'ET ‘Z66T Ul

‘al0e Jad q| Gov Jo pRIAalbelone Ue ylim ‘paisaniey alom salde 000‘G9 pue paiue|d ajom uonod puejdn 40 S81Je 000'69 ‘T66T Ul
'8J0e 1ad 'q| 9T9 Jo pIA sbelene Ue 1M ‘PRISSAIRY BI8M S3.J8 00G'ES PUe paiue|d 8/8Mm UONOD pue|dn JO S81Je 000'SS ‘Z66T U Iy

.’S91IUNOD JBY10,, Ul PapN[oul sem AJUNod eun geeT U 'Seunod LIS pue ‘obepiH ‘App3 sepnjoulg

“I66T Ul Ajluspuadapul paliodal S91IUN0D BILBIS pUe 0810 'Z66T 10) S91IUN0D BIBIS puUe ‘0Jel0 Sapnjou| J

"afueyo ou sarealpul Buipeys ou TEET Ul Uey) Z66T Ul YUel JOMO| e S1eipul SyUe. papeus 3ep ‘TE6T Ul eyl Z66T Ul Mues eybiy e akedlpu| syuel papeys b1y
"(uonod euld J0§) 09 “d pue (UONOO pue(dn 104) 8S °d ‘ZEBT ‘'SINSIeIS [eIniNdLIBY 0JIX3IN MON B2IN0Sp

"T66T 10} L29G 70T PUe Z66T 104 8786°L0T 39 0} P NO[ed Sem 00T = 06T 89K 8seq UM Xapu | 8d11d JaNsuoD 3y Ly

"8G 'd ‘€66T ‘SONSIEIS [eniNdLIBy 00IXS|N MBN 82.N0S "UONI0D BWld 04 TE6T Ul G/6°¢ PUe Z66T Ul £78°0$ = punod sed 8014 95 'd ‘€66T
‘SoisIeS [ednynaliby 09IXS|\ MON ©9IN0S "U0N0D pue|dn 10} TE6T Ul LS 0$ PUe 266T Ul /85°0$ = punod Jad 89114 ‘punod Jad 8oud x uoionpoid =anfe Nq

*(uonod ewld 104) g5 *d pue (Uonod pue|dn Joy) 9 'd ‘SEET ‘SONSIIRIS [edn}NJ1IBY 03 IXSIN MON :©2IN0Se

v9'ze- S0'8T- 98272 v6E'Sc 400028 Gv9'6T vIe'Te  400z'L9 UoNod |fe 1oL
86'9T- 89°¢ ¥05'8 268'8 000'6T z8e'L 0000T  T/6% 00L'6T ewid eloL
ave 162 0SS Z euny
9€'6/- €2'69- 162 v0€ 059 € Gl 20T 18 00¢ T pSONUNOD BUYIO
8zer- 956 196'L 0ge's 008'LT T LOE'L 86'86 068’2 005'6T T euyeuod
ewld
89'Ge- 09'v¢- z8L'sT 205'9T 000'€9 v9g'eT 0000T  EVCET 00S'Ly pue(dn feoL
€€ 8¢ 6¢ 0ST ot 0€T G0'T g 00§ 0T  ;S9NuNod BYIO
92'68- 61°68- Goy 98Y 0S8'T 8 Fas) Zvo 95 00¢ 6 Aund
0Z'LvE 00°0S€ 74 9 00T 6 LTT G6°0 ras 0y 8 fend
65°G.- vy'GL- 91L 8v. 0s8°c 9 €81 T L61 00L L 1pAssooy
.S vT LG 125 185 00T'C L Gee 68'T 45T 006 9 obfepIH
9e'eL- 0zeL- 9€ev'e LvS'e 00L'6 4 8.9 'S €L 009'¢ S €
8¢'L¢e- 68'9¢- 2€S'T 209'T 00T'9 S S00'T '8 G80'T 0S8'€ 14 eun
LLVT- ez y- 825'c 689' 0S0'%T T 4% LE'Ge Gee'e 050°¢T € App3
69'6- FANGE orv'e 165 00L'€T z 6ve'e 1292 80S'€ 052t 2 saneyd
09°0T 62°TT vIT'E 9Ge'e oov'et € T09' S0'6¢ 888'c 008'€T 1 euyeuod
pueidn
266T-T66T ¢66T-T66T (00T =066T) (000'T$) sofeq ey (00T =066T) uononpoid  (000'T$) Sofeq Auey funod
anfeA uononpoid  (000°T$) PNeA  BUd| 08y (000'13$) ‘WNJo  @neA  BUd|08Y
Je|lop u1 abueyo PNEeA puononpod PNEeA anfen [eiol pUOIONPOId
Jueisuod Juad.ed JO JU3d.Jed
ul abueyo T66T 2661
we0kRd

"Z66T ‘001X3 |\l MON U1 U01109 Jo uo11onpo id pue uolonpo.d joanfeA ‘€T a|qel

18



‘uononpoJd 1w Jo} s1 paliodal ainbiy vasnp
"pe1I0dal SBTRIS JO Jaguunu 2101 8U3 U1 Uel S 001X |\ MAN S8R IpUl SIBQWINN,

86 'd "26—066T ‘s9m®Is Aq uononpo.d pue ‘pRIA ealy :uoNoD '8/ ddeL 0T
'8 'd '2Z6-066T ‘sarels Ag uononpoud pue ‘ppIA ‘sl WnyBIoS 9 a(deL ‘6
G "d ‘26-066T Sa¥eis Aq uononpoud pue ‘pRIA ‘ealy [EBYM ‘L 3ldel '8
‘67T 'd ‘26-066T
‘saress Aq ybiempalpuny Jad anfeA pue ‘sso| pue afiexuiys ‘uoijonpold ‘ealy :doJo [e1o/ewwWod ‘suoiuQ '9TZ aldel "L
‘Alofated akeedas e se  AJesInu asnoyusalo), 1Jodal 10U Saop YAsN "V/N 9
'60¢ d
‘26—066T ‘samis Aq punod Jad 801id afiesane reak Bu iy few pue uondNpold :(SIseq |Bus 8yl Ul) sueddd ‘Zes aldel 'S
*AlpowiLiod are.edas e se uooNPoJd 311yd 110daJ 10U SB0P YASN "V/N 7
'6T¢ 'd '26-066T ‘soweIs Aq uoponpold pue ‘pIk ey e ‘AeH "TGE djdeL €
'00€ "d ‘(Areuiipid) Z66T ‘sorels
Aqg paonpoud A1nifenb [e101 pue ‘Mmoo Jad pRIA ‘smod ¥ [iw Jo equunp :uononpold ey 1w pue 3|IN /97 9|gel 2
'0€Z 'd ‘€6-T66T ‘T "Uel ‘SMels Ag anfeA pue BN SSA[D pue 8[1ed ||V 'Z.E3Iqel T
"€66T VASN ‘SOLSHES [eanindliby 82in0Sy

LT d ‘Z66T—So1S11els [eJn}nd 1By 00 XS\ MON ©24N0Sp

G8'88 T/T'Y9E'T oL
LT/ST 000 soeq  002'092'9T 9T ez wipuonod 0T
8T/0T 6T sjpusng  000'0TO'¥88 esT gee'ee utesf wnyblos 6
iz 9v'0 Spusng  000°0€8'8SK'C 6TC 189'€E BUM 8
ST/8 8T'L WO 000'006'cy 8v'e 080'8E suouo £
— — V/N 68C €Y'y  Alsinuasnoyuseld 9
eIre L0°8T spunod  000‘000'99T 0ce 00Z'6v Sueddd S
— — V/N 6ey 6.€'19 3y v
8/ ¥6°0 Suo}  000'OVT'6YT SL'9 ¥69'€0T ReH €
0S/8T VT spunod  H000'00L'9VL'TST  98'0T ¥88'85¢ aessjoym—|IN r4
05/82 T peay  000'655'66 oT'Ly 09T'€2. SOARO ®BRD T
auononpoud 101 SN sHun quononpoud sidesas  (000'T) Avipowwod uey
‘SN 10} 10 WeoJad se 'S'N e10L ysed gsk|log
ui yues uononpoud Be "IN'N
00O MON  OOIX |\ MON 1O JUdJed

"Z66T ‘Uononpoud 'S'N [e10} 0} Uolep . ulsidpoo
yseo Ag salipowwod [eanijnolife ooixe N MBN Ua1 do Jo uolonpold T a|qe L

19



's;equinu aArebau afe sesayjuated Ul SIOQUWNNp
‘a|q1ssod 10U a.Je SUOIR NI 2D 8SY ‘810 0JaY) ‘SHuNn 10} pariodal Jou alke el s
"SON[eA JUBISISUOD JO UOITeU ILLBIBp 8Y) apn [3a.d sjuswanow a9 1d pue sao1d Juaseip 3y 9[11ed Jo SadA) Juaiaiip 104 Sa1id Juaseiip sapn|oul Alobared ay 1q

'86-96 "dd ‘€66T ‘SoNSIeIS [e4n]nd 1By 00 IX3|\ MON ‘U0N0D

26 'd 'g66T ‘sonsiess [eJnnaLiby 0oxeN MeN ‘wnybios

‘8 'd ‘€66T 'SONSeIS [eJn1No1IBy 001X\ MON ‘TeaYM

'19 'd ‘€66T ‘sonsiers [einyndiby 021X MBN ‘SUOIUD

‘€9 d '€66T 'SONSHeIS [en1No 1By 00 IXa|N MON ‘Suedad

'89 'd ‘€66T ‘SONSIeIS 24N} Nd1IBY 0OXSIN MON ‘B(1UD

05 'd ‘66T ‘sonsies [einnoiiby 01X\ MoN ‘feH

L€ 'd ‘66T ‘SONSIeIS [e4n}nd 1By 0OIXSIN MON ‘S [esdloymM—3 1IN
®eep Aiuenb pue 8o1id 10} S92IN0SE

(rv$) (#02'T) 82€$ (Tz6$) 00. (9c'e9%)  z68's$ 000°'6T 00'89%$ 1/6'1$ 00.'6T 79 v0v$ (ered a1 08y) ewWd
(862%) 012'T (020'79) (ssT'e$)  (00S'ST) 0Z'6T$  TYS'9T$  000'€9 95°29¢$ ¥8E'€T$  00S'L¥ 9/'182% (erea g1 08y) pueidn
ulj uonon
(286%) (¥62'7) 6T0'S$ (29.9) 000'00T'Z (Zv'0$)  8/€%Z$  000°0020T 6£T$ 9719'cc$  000°00ECT 26'T$ (jusna) wnyfos
008% 0002 0zT'6% 026'TT$  000'002°€ Sz'0$ 008'2¢$ 0000008  S8'C$ 02.'%€$  000'00Z'TT OT'E$ (jpUsnq) raym
(c86%) (168'6)  z2v'vs (8Sv'9%)  000'68¢ (ov'es)  8eS'¥¥$  000'TT6'C  OE'STS 080'8€$  000'002'c  06'TT$ (im0) suoiuo
o\Cmec asnoyusalo
09T$ o9y 087'1$ 082'9% 000'000'T 9T'0$ 026'2v$  000°000'62 8V'T$ 00Z'6v$  000'000°0S  ¥9'T$ (punod) stredsd
(89%) (99v) 769'8% 091'8$ 9v8'9 (000T$) 6TZ'6S$  629'9F 000/2'T$  8/€29%  SIv'ES 00°092'T$ (uoy) a1yo
(019) (ooe'eT) 0TS (coz'eT$)  000'T (056%)  008'6YT$ 000'00F'T  00'20T$ 86G'9ET$  000'TOV'T  0G'26% (uoy) feH
207 002'ST  925'62% 86L'9Y$  000'065C 08'0$ 009'9TZ$  000°000'6T  OF'TT$ 86€'€92$  000'065'T¢  0CZT$ (1m0) 8 esa jouM—3 1IN
Q8>_mo pue a|ired
(0o0't$)  (000'T$)  (000°'TH) (000'T$) z66T-T66T  Z66T-T66T (000'T$)  efinuend uun (000'T$)  efiuend uun (3un) doso
aoud Anuenb aoud 266T—-T166T  Alnuend p2lid uononpoud sed uononpo.d sod
v A0Ud  Anuend dOA v v 10 ©901d jo ©901d
Linuend v v v aneA aneA
v T66T 2661

"¢66T-T66T ‘'S te|jop
[eUIWOU Ul Sa111powwod Ul dols 001X |\ MBN Joj uo1ionpoad jo anfea uo sebueyd Aliuenb pue ao1id jo syoedwianlepy ‘ST a|ge L

20



A
A A A QUANTITY ¥
A A VO QUANTITY * PRICE * A

Price QUANTITY  1991-1992 PRICE QUANTITY  PRICE
CROP (Unit) 1991-1992 1991-1992 ($1000) ($1000) ($1000) ($1000)
Milk - Wholesale (CWT) $0.80 @ 2,590,000 $46,798 $29,526 $15,200 $2,07¢
Hay (ton) ($9.50) 1,000 ($13,203) $107 ($13,300) ($10)
Chile (ton) (§10.00) 6,846 $8,160 $8,694 ($466) ($68)
Pecans (pound) $0.16 1,000,000 $6,280 $1,480 $4,640 $160
Onions (CWT) ($3.40) 289,000 ($6,458) $4,422 (9,897) ($983)
Wheat (bushel) $0.25 3,200,000 $11,920 $9,120 $2,000 $800
Sorghum (bushel) ($0.47) 2,100,000 (3762) $5,019 (54,794) ($987)
Cotton Lint - Upland (480 ib bale) $19.20 (15,500) ($3,158) ($4,070) 1,210 ($298)
Cotton Lint - Pima (480 Ib bale) ($63.36) 700 ($921) $328 ($1,204) (344)

(a) numbers in parentheses are negative numbers

Impacts of Price & Quantity Changes in Nominal Dollars
NM Top Cammodities, 1991-92

60

Nominal Dollars
Thousands

20 | I | I I I I [ |

Milk Hay Chile Pecans Onions Wheat  Sorghum  Upland Pima
Commodity
% Change VOP N Change Q*P & Change P * Q B Change P * Change Q

* Data and graphical presentation are for eight of the top ten commaodities. The category cattie includes prices for different types of cattle;
different prices and price movements preclude the determination of consistent values. Although greenhouse nursery ranks in the top 10,
greenhouse nursery is a category, not 2 commodity; therefore, meaningful price and quantity data are not available.

Fig. 1. Data and graphical presentation of price and quantity changes in nominal dollars, NM top commodities,
1991-92.
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in VOP resulting from the quantity effect. None of the
ninecommoditieshad negativeresultsfor boththeprice
and quantity effects. For all commodities, the changein
V OPresulting from theinteraction effect isthe small est
of the three change components. The interaction effect
is positive in three cases (wholesale milk, pecans, and
wheat) and negative in six cases (hay, chile, onions,
sorghum grain, Upland cotton, and Pima cotton).

Constant Dollar Comparisons

Therelativeimpactsof priceand quantity changeson
VOPin constant dollars are shown in table 16. For four
of the nine commaodities analyzed, AVOP in constant
dollarsispositive. For four of the ninecommodities, the
change in VOP produced by the quantity effect was
greater in absolute termsthan the change resulting from
the priceeffect. Thechangeto constant dollar valuesdid
not changetheimportance of market price over produc-
tion and quantity marketed in the determination of
AVOP.

The relative changes and signs for AVOP and its
components in constant dollars are shown in fig. 2. In
constant valuetermsthe quantity effect waspositivefor
eight of the nine commodities. The price effect was
positive for four of the nine commaodities. The interac-
tion effect waspositivefor two of theninecommodities.
In three cases (wholesale milk, pecans, and wheat), the
priceand quantity effectswereboth positive. Inonecase
(chile), the positive change in VOP from the quantity
effect offsets all the negative change in VOP from the
price effect. In two cases, (onions and sorghum grain),
the positive change in VOP from the quantity effects
offsetsat | east 40% of the negative changein VOPfrom
the price effects. In one case (Upland cotton) where
price effect is positive and quantity effect is negative,
the positive changein VOPfrom the price effect offsets
only 15.90% of the negative change in VOP from the
guantity effect. In constant valueterms, noneof thenine
commodities had negative values for both the quantity
and price effects. For all commodities, the interaction
effect is the smallest of the three change components.
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Theinteraction effect is positive in three cases (whole-
sale milk, pecans, and wheat) and negative in six cases
(hay, chile, onions, sorghum grain, Upland cotton, and
Pima cotton).

REFERENCES

Economic Research Service, U.S. Department of Agri-
culture, Agricultural Resources. Agricultural Land
Values and Markets—Situation and Outl ook Report,
June 1993.

Economic Research Service, U.S. Department of Agri-
culture, Economic Indicators of the Farm Sector:
Sate Financial Summary, 1993, ECIFS 13-2, Janu-
ary 1995.

Regional Economic Information System (REIS), 1969—
92 (compact disc), U.S. Department of Commerce,
Economics & Statistics Administration, Bureau of
Economic Analysis, March 1995.

Regional Multipliers: A User Handbook for the Re-
giona Input-Output Modeling System (RIMS 11),
U.S. Department of Commerce, Economics& Statis-
tics Administration, Bureau of Economic Analysis,
May 1992.

U.S. Department of Agriculture, Agricultural Satistics,
1993, Washington, D.C., 1994.

U.S. Department of Agriculture, New Mexico Crop and
Livestock Reporting Service and New Mexico De-
partment of Agriculture, New Mexico Agricultural
Satistics, 1992, June 1993.

U.S. Department of Agriculture, New Mexico Crop and
Livestock Reporting Service and New Mexico De-
partment of Agriculture, New Mexico Agricultural
Satistics, 1993, June 1993.

U.S. Department of Commerce, 1992 Census of Agri-
culture, Vol. 1 Geographic Area Series, Part 31 New
Mexico Sate and County Data, October 1994.

U.S. Department of Commerce, Bureau of the Census,
Satistical Abstract of the United Sates, 1993.



‘sequNU @A efeu afe sesayiueed Ul SRAWNNp
"a]q1ssod 10U 8.1e SUOIT2NJ[ed 3S3Y) ‘210J0.9Y) ‘SHUN 10} paliodal Jou ake erdy
'SSNeA JUSISISUIOD JO U0 IFRU ILSISP B} 3PN [09.d SjusLsAOW 0 1d pue s301d JUSLR44IP U L 9 3ed Jo sadA} Jussoip 404 seoud Jua.eyIp sapnjoul Alofisred 8y Lg

'8G-9G "dd ‘66T ‘sonsness [en1no1iby 00 IX3\ MON ‘U0N0D

"2 'd ‘66T ‘SoNsiers [eannoLiby 0oxe|N MN ‘winybios

‘8 'd ‘€66T 'SoNSIeIS [e4n1 o 1By 00X\ MON ‘TeaYM

29 "d ‘€66T ‘Sonsiers [edmnoLby 00\ MBN ‘SUOIUO

"9 "d ‘g66T 'SONSIENS [N N2 1IBY 09IXS|\ MBN ‘SUedad

'89 "d ‘€66T ‘SonsHes [ednnoliby 00X MaN ‘B[1yD

"0 'd ‘€66T ‘Sonsiers [eJnnoiiby 0oixa|N Mo ‘feH

'2€ "d 'g66T ‘sonsness [enyno by 00xeN MBN ‘3 [es8 [oUM— 1IN
eep Anuvenb pue ao1id J10) S821N0Se

(=) (¥8e'T) €Te$ (czT'T$) 00. (98'22%) ¥05'8$ 000'6T 8G'Lir$ Z8'/$ 00.'6T ZLYIES (ereq g1 0sy) ewid
(caT$) 679 (c68'c3$) (9zv'e$)  (0os'sT) 78'6% 6T8'GT$ 000'€9 0T'TGZ$ ¥6£2T$  00S'LY €6'092$  (@rgq)08y) puedn
1ul] uoNoD
(990'1$) (81'S) 008'%$ r't$) 000'00T'Z (t5°0%) vie'ses 000'002'0T  62'2$ 0/8'T¢$  000°00EZT 8LT$ (jpusna) wnybios
ors T9T'T zeL'ss 8rE'0TS 000'002'S ST'0$ 508'T2$ 000'000'8  £1°7$ €6T'2€$  000'002'TT /8T$ (jpYsnq) TaYM
rr0'T$) (sTs'or) 622'7$ (Tee'2$) 000'682 (toes) S6STrS 000'TT6'Z  E£9VI$ ¥92'se$ 000'002'€  20'TI$ (i) suoo
5AlesInu asnoyuselo
£0T$ 966'C STY'T$ STIS'v$ 000°000'T oT'0$ LY0'TV$ 000'000'62  ZV'T$ 295'SP$  000'000'0E  2ST$ (punod) sueoed
(Lze$) (Lz2'2) GTE'8$ 29.'S$ 9t8'9 (S2119) GE9'95$ 629'9Y 8S VI TS 96£'29¢  G/V'ES €8'99T'T$ (uo1) 81yd
(cT$) (258'9T) 20T$ (992'91$)  000'T ¥0ZT$) €9Z'syT$  000'00V'T  €£720T$ /6V'92T$  000'TOV'T  6206% (uoy) AeH
¥20'1$ T1S'L 8€7'82% €/1'95$ 000'0652  (P)Ov'0$ 8yT'202¢  000'000'6T  06°0T$ T26'SYe$  000'065'TC  OSTI$ (3w0) B fesajoym— 1IN
SOAED pUE B[1IED
(00T =066T) (00T =066T) (00T =066T) (00T =066T) 266T-T66T (00T =066T) (00T =066T) eAiend (00T =066T) (00T =066T) eAlIend (00T = 066T) (1un) doso
(000'T$) (000'T$) (000'T$) (000'T$) Anuend  z66T-T66T (000'T$) Hun (000'T$) Hun
aoud Anuenb aoud 266T-T66T v pRold uononpoid sd uononpoud sd
v 801d Anuend dOA v jo ©3old 10 0ld
Anuend v v v aneA aneA
v T66T 266T

"Z66T-T66T ‘(00T = 066T)
SJe||op JURISUOD UIS3111powwod ua) dols,001xa |N MmN o) uoionpoad jo anfeA uo sebueyo A1liuenb pue adiid Jo soedwianiepy ‘9T 9|0e L

23



L‘S
A QUANTITY *

A A
A VOP QUANTITY * PRICE * A
Price A 1991-1992 PRICE QUANTITY PRICE
1991-1992 QUANTITY ($1000) ($1000) ($1000) ($1000)
CROP (Unit) (1990 = 100) 1991-1992 (1990 =100) (1990 =100) (1990 = 100) (1990 = 100)
Milk - Wholesale (CWT) $0.40 @ 2,590,000 $36,773 $28,238 7.511 $1,024
Hay (ton) ($12.04) 1,000 ($16,766) $102 (16,857) (%12)
Chile (ton) ($47.75) 6,846 $5,762 $8,315 (2,227) ($327)
Pecans (pound) $0.10 1,000,000 $4,515 $1,415 2,996 $103
Onions (CWT) ($3.61) 289,000 ($7,331) $4,229 (10,515) ($1,044)
Wheat (bushel) $0.15 3,200,000 $10,348 $8,722 1,161 $464
Sorghum (bushel) ($0.51) 2,100,000 ($1.444) $4,800 (5.178) ($1,066)
Cotton Lint - Upland (480 Ib bale $9.82 (15,500) ($3,426) ($3,892) 619 ($152)
Cotton Lint - Pima (480 Ib bale) ($72.86) 700 ($1,122) $313 (1,384) ($51)

(a) numbers in parentheses are negative numbers.

Impacts of Price & Quantity Changes in Constant Dollars
NM Top Commodities, 1991-92 (1990 = 100)
40
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-20 -
Mitk Hay Chile Pecans Onions Wheat  Sorghum  Upland Pima
Commodity
# Change VOP N Change Q " P 2 Change P*Q M Change P * Change Q

* Data and graphical presentation are for eight of the top ten commodities. The category cattie includes prices for different types of cattle;
different prices and price movements preclude the determination of consistent values. Although greenhouse nursery ranks in the top 10,
greenhouse nursery is a category, not a commodity; therefore, meaningfui price and quantity data are not avaitable.

Fig. 2. Data and graphical presentation of price and quantity changesin constant dollars (1990 = 100), NM top
commodities, 1991-92.
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APPENDIX A

INDEX NUMBERS AND THE CONVERSION OF NOMINAL DOLLAR VALUES






Most economic and financial statistics recorded in
theU.S. arereportedin nominal dollars. Thesestatistics
measure valuein the monetary value of thedollar of the
given year. When these figures are used, comparisons
betweenyearsinclude changesinthevalueof thedollar.
To obtain meaningful comparisons between years, the
valuesmust havetheeffectsof inflationary or deflation-
ary price changes removed. One method of removing
inflationary effectsisto divide agiven year’ svaluesby
apriceindex. Thisprocedureexpressesproduct valuein
the given year as the dollar amount it would be if the
value of the dollar had remained the same asin the base
year.

No single price index is appropriate for making
adjustments to the values of al goods and services.
However, the Consumer Pricelndex (CPI) isfrequently
used to measure inflationary changes in the economy.
Changesin the CPI indicate that consumer prices have
changed by the amount of the change in the CPI, and
these changes are taken to mean that the purchasing
power of adollar had changed by an equivalent amount.
Cash receipts and value of production represent pur-
chasing power of the New Mexico farm and ranch
community. While other indices could be used to adjust
the value of production or cash receipts, the CPI adjust-
ment isan accepted method of adjusting nominal dollar
values to arrive at a value in constant terms. The ad-
justed values provide a more accurate measure of real
changesintheincome of thefarm and ranch community
than do nominal dollars. This study will use the CPI to
adjust nominal (yearly) valuesto constant dollar values.

The current CPI statistics maintained by the U.S.
Department of Commerce take the period 1982-84 as
the baseyear (1982—84 = 100). Thisstudy will use 1990
as the base year (1990 = 100). As a conseguence, the
Department of Commerce CPI figures have been ad-
justed as follows:

1982-84 = 100® 1990 = 100

1983 = 99.0 1983 = 75.2825
1984 = 104.6 1984 = 78.7833
1985 =108.0 1985 = 82.1293
1986 = 110.5 1986 = 84.0304
1987 = 114.3 1987 = 86.9202
1988 = 119.0 1988 = 90.4943
1989 = 124.6 1989 = 94.7529
1990 =131.5 1990 = 100.0000
1991 = 137.5 1991 = 104.5627
1992 =142.0 1992 = 107.9848

Using the adjusted index number, conversion of the
1991 nominal dollar val ues use the following equation:

62D 1000 = (Do, ¥ 100)/107.9848
where: D, ., = the 1992 dollar value expressed in
1990 dollars,and

D._.. =the 1992 nomina dollar value.

1992

For example, total farm assetsin 1992 werevalued at
$11,183.9 million in 1992 nomina dollars. To obtain
the value in 1990 dollars:

= (D,,, * 100)/107.9848
Do, = ($11,183.9 * 100)/107.9848
D,o0, = $10,356.9

9271990

92 D 1990

Therefore, the total value of farm assets in 1992,
whenvaluedin 1990 dollars, is $10,356.9 million. This
method isused to cal culate the adjustmentsin 1991 and
1992 values throughout the report.

8CPI figures used in this report are for All Items, Western region of the U.S. Source: Statistical Abstract of the United States, 1993, U.S. Department of
Commerce, Bureau of the Census, U.S. Government Printing Office, Washington, D.D., p. 486.






APPENDIX B

IMPACTS OF PRICE AND QUANTITY CHANGES
ON CASH RECEIPTS AND VALUE OF PRODUCTION
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Changes in price (P) and quantity (Q) have direct
impacts on the cash receipts received by producers and
thevalueof production (V OP)°. Four possiblecombina
tions of changes'® are considered:

1. Case 1—anincreasein price ( 'P) * anincreasein
quantity (1Q);

2. Case 2—( 'P) * adecrease in quantity (! Q);

3. Case 3—adecreaseinprice (¢ P) * (1Q); and

4.Cased—( P)* (1 Q).

The impacts of price and quantity changes on VOP
can be illustrated using the figure shown above. The
change in VOP (AVOP) is represented by three rect-
angles: ABGF, CFED, and FGHE. Area ABGF repre-
sents the part of AVOP that results from selling the
original quantity at anew price'. AreaCFED represents
thepart of AV OPthat resultsfrom selling anew quantity
at theoriginal price®?. AreaFGHE representsthe part of
AV OPthat resultsfrom selling the new quantity and the
new price®. Therelative sizes of ABGF and CFED will
depend upon the relative sizes of the changes in price

and quantity. In all cases, FGHE will bethe smallest of
thethree areas'*. Thethree areas may bethought of asa
price effect, aquantity effect, and an interaction effect,
respectively. The use of discrete values (the original
price and quantity values), rather than incremental
changesin price and quantity in the calculations of the
priceand quantity effect, resultindight misspecifications
of the price and quantity effect. The interaction term
represents the adjustment that is necessary to arrive at
the true value of AVOP.

Casel

In Case 1, the price for the previous year is repre-
sented by OA and quantity for the previousyear is OC.
The previous year's VOP is represented by OAFC. In
the current year, price increases to OB, quantity in-
creases to OD, and VOP is represented by OBHD. In
Case 1, all three AVOP components (ABGF, CFED ,
and FGHE) are positive.

SThroughout this appendix value of production will be used in the discussion rather than the phrase cash receipts and value of production.

1°Four other combinations of change are possible: an increase or decrease in P when Q remains constant and an increase or decrease in Q when P remains
constant. The situation when P or Q for theindividual is exactly the same asthe previous year resultsin two portions of the changein VOP being zero. When
P does not change, there is no increase or decrease associated with P and no interaction of P with Q. If the change in Q is zero, the only changein VOP is
represented by the rectangle ABGF. When Q does not change, thereisno increase or decrease associated with Q and no interaction of Q with P. If the change
in Piszero, the only changein VOP isrepresented by the rectangle CFED. Because these cases of no change from the previous year are less likely to occur

for the individual producer, they are not considered in the discussion.

UWhen P increases, ABGF is positive (represents an addition to VOP). When P decreases, ABGF is negative (represents a reduction in VOP).
2When Q increases, CFED is positive (represents an addition to VOP). When Q decreases, CFED is negative (represents a reduction in VOP).

BBFGHE depends upon the direction of changein both P and Q. When P and Q both increase or decrease, the changein VOP represented by FGHE is positive.
When the change in either P or Q is a decrease, the change in V OP represented by FGHE is negative.

¥In some analyses the value of FGHE is omitted due to the small impact on the total value of AVOP.



Case?2

In Case 2, the price for the previous year is repre-
sented by OA, and the quantity for the previousyear is
OD. Thepreviousyear’sVOPisrepresented by OAFD.
In the current year, price increases to OB, quantity
decreasesto OC, and VOPisrepresented by OBGC. In
Case 2, the price effect component (ABGF) of AVOPis
positive, and thequantity (CFED) and interaction effect
(FGHE) components are negative.

Case3
In Case 3, the price for the previous year is repre-

sented by OB and the quantity for the previous year is
OC. Thepreviousyear' sVOPisrepresented by OBGC.
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In the current year, price decreases to OA, quantity
increasesto OD, and VOP isrepresented by OAED. In
Case 3, the price effect (ABGF) and interaction effect
(FGHE) components are negative, and the quantity
effect component (CFED ) is positive.

Case4

In Case 4, the price for the previous year is repre-
sented by OB and the quantity for the previous year is
OD. Thepreviousyear' sVOPisrepresented by OBHD.
In the current year, price decreases to OA, quantity
decreasesto OC, and VOP isrepresented by OAFC. In
Case 4, the price (ABGF) and quantity (CFED) effect
components are negative, but the interaction effect
component (FGHE) is positive.
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