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2003 planting decisions
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Collecting and analyzing data on 
farm-household responses

Getting inside the heads of farmers

• Focus groups
• Economic experiments
• Surveys (ARMS)



Focus groups
• Useful when information about decision makers is 

limited
• Elicit information on impacts and perceptions

– on production decisions and management of risk
• Attitudes and impacts can be associated with farm 

and operator characteristics
– types of crops and livestock produced
– farm size, leasing arrangements
– use of risk management practices, and 
– information sources used by the farmer

• Focus groups can not provide definitive answers



Economic experiment

Examine decision making
• economic stimuli
• controlled setting
• response by heterogeneous economic 

agents



Experimental economics
• Inform our understanding of behavior 
• Widely accepted in the economics 

profession
– general economic principles should govern 

behavior
• Help us make more “educated guesses”
• Cannot replicate every nuance



Economic experiment: counter-
cyclical payments and base updating

Design of experiment:
– Pure market environment
– Variable payment based on a target price
– Base updating option



Problems encountered

• Used students
• Limited amount of time
• Meaningful rewards and penalties 
• How do you frame the experiment?
• Can you simulate meaningful risks and rewards
• Still have not run the experiments



Where do we go from here?

• Learned a lot
• New cooperative agreement 

– Degrees of coupling
– Students and farmers



2003 ARMS probes farm-household 
decisionmaking

• Land use
• Sources of income 
• Allocation of decoupled payments
• Factors influencing planting decisions
• Risk attitudes



Acreage allocation

• Program acreage and yield
– Base acres under 1996 and 2002 Acts by 

commodity
– Program yields under the 2002 Act

• Total number of base acres owned and 
operated in 2003

• Planted and harvested acres by 
commodity in 2003



Sources of farm income

• Market revenue from commodities
• Government payments by type
• Custom work
• All other sources of farm-related income
• Off-farm income
• Wealth



Lump sum payment
• If the operator reported government payment asked 

“Where do you generally allocate the direct payments 
that you receive?”
– To the farm 
– To the household
– To both the farm and the household (percent to each)

• If the operator did not report government payment asked 
“If you received a windfall that paid $10,000 every year 
for 6 years, where would you allocate the money?”
– To the farm 
– To the household
– To both the farm and the household (percent to each)



For allocations to the farm, 
what share went to

• Farm operating costs, excluding the 
rental of farmland

• Farmland rental
• Farm capital expenditures, excluding the 

purchase of farmland
• Farmland purchases
• Pay down farm debt



For allocations to the household, 
what share went to

• Family living expenditures, including food, 
clothing, appliances, medical care, education, 
vacations, etc.

• Maintain a cash reserve for the household
• Non-farm financial assets, such as stocks, 

bonds, or other investments
• Non-financial assets, such as non-farm real 

estate or home improvements
• Pay down non-farm debt



Importance of factors when allocating 
crop acreage

Rate on a scale from 1 to 5

• Rotational concerns
• The cost of inputs
• Expected commodity price
• Landlord preferences
• Commodity loan rates
• Counter-cyclical payments
• Direct payments
• Crop insurance
• Time commitments off the farm
• Environmental impacts



Risk attitudes
How much do you agree or disagree with the 

following statements?

• I never have enough cash on hand or assets that 
can be easily converted to cash to pay all my bills 

• I never hire custom work to be done 
• I always spread the sale of my commodities over 

the year. 

(on a scale of 1 to 5)



Country Perspective

• Wealth endowment
• Risk attitudes
• Cultural differences



Concluding comments

• Theory is useful
• Real world insights are critical
• Conference planned for next year

– Impacts of government payments, CCPs



Presentation Appendix

Supplemental ARMS 
Questionnaire Information
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