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2003 planting decisions

Base 2003 % of base
acres plantings planted
(mil. acres)
Total 266.2 256.8 96.5%
Wheat 75.5 60.5 79.4%
Rice 4.5 3.2 71.8%
Cotton 18.4 13.7 72.7%
Corn 86.8 79.1 90.0%
Soybeans 52.8 73.9 138.0%
Peanuts 1.5 1.4 92.6%
Other crops 26.7 25.2 94.4%
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Figure 5

Percent of peanut base acres planted in 2003, by county 2003 plantings
34,000

Enrolled base
71,200 acres

Enrolled Farms Peanut Base (U.S. total) = 1.466 million acres I

2003 plantings 2003 plantings ]
3¥,|]|]|] ’ 945,000 Zﬂﬂsuﬂlialat';ngs
NM 83.400 acres 497,200 acres Enrolled hase
) 118,600 acres
2003 plantings -I OK
18,000 -
Enrolled base AL GA
20,200 acres 2003 plantings
. de 19,000
2003 plantings  ni
e 275000 o Enrolled base
‘ A 10,200 acres
TX Enrolled base 17
| 383,600 acres el
PhE - 2003 plantings
190,000 2003 plantings
Percent Enrolled base e
184,7000 acres Enrolled base
Bl <50 88,100 acres
[ 150-90 >
Y
B 90- 110
[ ]110-200
B > 200
Mote: Base acres reflect average 1998-2001 historical peanut plantings enrolled under the 2002 Farm Act.
Sources: ERS calculations using NASS (National Agricultural Statistics Service), Agricultural Statistics
Database and FSA (Farm Service Agency), USDA, data. Data not available for all counties. 0 ﬂ



Collecting and analyzing data on
farm-household responses

Getting inside the heads of farmers

* Focus groups
 Economic experiments

* Surveys (ARMYS)
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Focus groups

Useful when information about decision makers 1s
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

— 1nformation sources used by the farmer

Focus groups can not provide definitive answers
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Economic experiment

Examine decision making
e economic stimuli
* controlled setting

* response by heterogeneous economic
agents
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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
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Economic experiment: counter-
cyclical payments and base updating

Design of experiment:
— Pure market environment
— Variable payment based on a target price
— Base updating option
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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
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Where do we go from here?

e Learned a lot

 New cooperative agreement
— Degrees of coupling
— Students and farmers
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2003 ARMS probes tarm-household
decisionmaking

Land use

Sources of income

Allocation of decoupled payments
Factors influencing planting decisions
Risk attitudes

o077
‘XX



Acreage allocation

* Program acreage and yield

— Base acres under 1996 and 2002 Acts by
commodity

— Program yields under the 2002 Act

e Total number of base acres owned and
operated in 2003

* Planted and harvested acres by
commodity in 2003
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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
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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)

 [f 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)
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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
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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
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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
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Risk attitudes

How much do you agree or disagree with the
following statements?

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

| never hire custom work to be done

I always spread the sale of my commodities over
the year.

(on a scale of 1 to J)
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Country Perspective

* Wealth endowment
 Risk attitudes

e Cultural differences
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Concluding comments

* Theory 1s useful
* Real world 1nsights are critical
* Conference planned for next year

— Impacts of government payments, CCPs
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Presentation Appendix

Supplemental ARMS
Questionnaire Information
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Include all base acres operated by respondent, regardiess of iocabion or use.

GOVERNMENT PROGRAM BASE ACRES and PAYMENT YIELDS

Mumber of Base Acres Base acres | Payment yields under 2002 act
owmed and (if muitiple base acras,
operatad in sstimale average ek

2003 weight by bhase sonss)
Counter-
What are your base acres and payment Diract cyclical
yields for— Under 1886 Act | Under 2002 Act|  ACRES Payments | Payments
1119 1120 1121 1122 1123
Wheat . Bu. Bu.
1124 1125 1126 1127 1128
Rice ... __..... . ... .. _.... Cwt Cwi.
1129 1130 1131 1132 1133
COM . Bu. Bu
1134 1135 1136 1137 1136
Somghum ... Bu. B
1139 1140 1141 1142 1143
Badey .. __......__......__.... Bu. Bu.
1144 1145 1146 1147 1148
Qats ... Bu. Bu
1149 1150 1151 1152 1153
Upland Coltom . . .. __ . ... __ ... Lbs. Lbs.
1154 1155 1155 1157
Ssovbeans ... L L. Bu. Bu.
1158 1154 1160 1161
Peamuts __......__......__.... Lbs. Lbs.
1162 1163
Otheroilseeds . . ... _......__....
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el ACREAGE and PRODUCTION

1. During 2003, what crops were harvested on the total acres (Section A, fem 4) on this operation?
(Exciude crops grown an land RENTED o others. )

[ shars renfed from athers,

agh-]
1 z 1 4 §
CROP How many acres Yhat was the Howr much of this operation's Howr much of the
were total production? | share of the total on production was the
harvested? was (Wil be) used on this landiord’s share of the
operation? Crop?

FIELD CROPS ACRES TOTAL AMOUNT TOTAL AMOUNT TOTAL AMOUNT

Corn for Gram ... ...... s 0108 0107 0108 Bu,

ComfarSilage ... ... ....... o 011d Tong -1 11 Tong" ' 12 Tons

Coften, altypes ... ........ 013 0114 Lbs 0118 Lbs,

Peanuts ... . . ... 017 0118 Lbs 120 Lbs,

S 21 0122 Codt It 24 owt

Rie 0125 B et o128 cw
o2a 0130 k]| 0132

Sorghum for Geain ... ... Bu Bu Bu,
0133 0134 0135 0138

Sorghum for Slage ... Tons Tons Tons
37 0134 M3s 140

Sovbeans ... ... Bu Bu Bu
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EZCIE OTHER FARM INCOME

1.

In 2003, did this operation receive Federal, State or Local Farm Program Payments?

O YES-[Continue] [0 NO-[Gofoitem 3]
What is the total dellar amount this operation received in 2003 for—

a.
b
C.
d

m

/= =& =

m.

n.

Direct payments? (under 2002 Famm Act or AMTA - Produchon Fesibilty Contract papments) . . .. . . .
Counter-cychcal payments? . . e e e
Loan deficiency payments (LDPs)? . . . .. .. e
Marketing Loan Gains (MLGS)? . . .. . e
Met Value of Commedity Certificates? . . ... . ... . .
Govemment payments received through cooperatives? . ... .. . ... . ... ... . .....
FPeanut Quofa Buyoul Program payments? _ . . .. .. ... e
Mik Income Loss Comtract paymenis? (include fransiion paymeants] _ .. .. ... oo ... . ... ..

Agriculiure Disaster payments? (include sl dlzsstar assistance and marke! lozs papmants
Exciude mik wncome loss condract payments reponied sbove amd Fadersl Crop insurance and
offerindemiily BERmEE] . . . L L L L e e e e e e e e

Conservation Reserve Program (CRP) payvmenis? . .. .. .. ... . ... ... ... ...
Wellands Reserve Program OWREP) payments? . . .. o . L.
Environmental Cuality Incentive Program (EQIP} payments? .. _ ... ... ... .... ... ..
Any other federal agricultural program payments? . . . . ... .. ... ...
Any other State or local agriculiural program paymenis? ... .. ... . ... ... . ... ..

What is your estimate of the total dollar amount your landlord(s) received
in govemnment payments for the acres you rented fromthem™® _ . ... . ... _ . ... ..._.

DOLLARS
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O 2z where do you generally allocate the

OR

O 23a

ANGLAIITY = PP £ B, Sl FLeal MRS DI SR TR TR o, AFF Il NPTl Ll JlrleFL LFeA LR FLF S0P R T a0 oo el ]

fixed direct payments and or Production 1 Farm - Entar code 1 and go to ifem 24
FI&xihilnr_ Contracts (PFC) payments that
you receive? . L. L. 2 Housshold - Enfer code 2 snd go fo itsm 25

If you received an unexpected payment of |2 Both Farm and Househald - Entar code 3
510,000 every year for & years, whera Smd Corinue
would you allocate the money? ... ... .

[iF #em 23 or 23a = code 3, asie=]
What share would b2 allocated toward the--

(2 Household . . . e e e

24_ For allocations to the FARM, what share went to—

25.

=R

L

Farmn operating costs, excluding the rental of farmilamd ... . .. .. .. .. .. ... ... ....
Famnlamd renfal . . . o .. e e e e
Farm Capital expenditures, excluding the purchase offarmlamd - _ . . .. . ... ... ..__.
Fammilanmd purchases _ . . . . e e e e e e

Pay dowm fanm O _ . . . . e e e e e e

For allocations to the HOUSEHOLD, what share went to—

=R

L

Family living expendilures, including food, clothing, appliances,
medical care, education, vacations, efc. . . . .. L.

Maintain a cash reserve for the household  _ . . . L.
Mon-famn financial assets, such as stocks, bonds, or other investments . . . __ .. .. .. __.
Mon-farm assets, such as non-farm real estate or home improvements . .. .. ... ... ...

Fay down non-famm gebt . . . . e e e e

CODE
1341
FERCENT
1342
1343
1005,
FERCENT
1344
1345
136
1347
1348
100,
FERCENT
1349
1350
1351
FELH]
EEEE]
005
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26. [Show respondent IMPORTANCE codes in Respondent Bookiet )

When deciding how to allocate your crop acreage among different crops
and when deciding how much of your total acreage to plant,
rate the importance of the following factors-

a. Croprotalions .. .. ... ..

b. Thecostsofinpuls . ... .. .. ... . . . ... . ...
¢ Expectedcommodity price .. ... ... ...
d Llandlordpreferences ... ... ...
e. Commodity loanrates ... ... . .. ...
f. Counter-cychcal payments .. ... ... ... ...
g Direclpayments ... ... ... ...
N G INSUrANCE . .. ..
.. Time commitments offthe farm ... ... ... ... .

. Baseacreageupdales .......... ... ...

Codes for item 26

1 Very Important
2 Imiportant

3 Netther Important nor unimpaortant

i Unimportant
5 Not at all Important

CONF

1354

1345

1356

1347

1358

1350

1360

1261

1362

1353




1 Strongly Agree
27. [Show respondent AGREEDISAGREE codes in Respondent Booklet ] g H;“Er Agree or Disagree
4 Disagres
How much do you agree or disagree with the following statements— 5 Etruﬁgry Disagree
CODE
a. |never have encugh cash on hand or assels that can be easily converted to cash 1364
opayallmy bills . ...
_ 1365
b. Inewver hire customwork o bedone . ... ... ... ... ...
c. | always spread the sale of my commodities overtheyear ... . ... ... .. .. ... .. 1
d. |rely heavily on market information {Government repavts, privale marke! news service) 1367
N making My deCBIONS .« . . . e
1368
e. Ny farming operation has adequate liability insurance _ ... ... ... . ... ... .. .....
) . . . 13649
f.  Mostof my machineryisneworingoodrepair . ... _ ... ... .. ... _..... ... _.
g. The concentration of my famming operation in one geographic area 1370
substantially increases my total risk . . . .. .. .. L.
h. In case of emergency, | have sufficient back-up management/labor 13N
tocamy on produchtion . . . ... ..
1372
i. Ihave adequate hail'fire insurance forcrops ... ... ... ... ... ... ... ... ...
ETE]
j- I never hedge by using futures andior options for marketing crops or fvestock . . .. ... ..
1374
k. Offi-farm work allows me to increase my family's income _ ... ... L. ..
[.  Off-farm work allows my family's income tobe more stable ... ... ... ... ... ... 135
m. Mon-farm investments (including non-famm businesses, real esfate, stocks, bonds, 1378
cd’s, cash, efc.) offer a higher retum than farm investments . .. __ .. .. .. ___ .. .. ..__.
n. Mon-famm investments (including non-fam businesses, real esfate, stocks, bonds, cd’s, 1377
cash, efc) reduce my family's overall financial sk . __ .. ... ... ... ... ... _.

Codes for item 27

) @ &
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