Does crop insurance
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Criticism of FCIP




Testing this criticism




Controlling for...




Weathe

. .

S——

e TR, i AL CER A T R R s ez ol s
=== factor val uecool i ngdegr eedaysuni t sfahre
== anonal ycool i ngdegr eedaysuni i sf ah

¢ val ueheat | ngdeqgr eedaysuni t sf ahre
anonal yheat I ngdegr eedaysuni t sf ah
val uepr eci pitati onunitsinches
anonal ypreci pi tationunitsinches

val uet enper at ur euni t sdeqr eesf ahr

AR e AR ..

anonal yt enper at ur euni t sdegr eesf a anncl ddbase45
anncl ddbase50 anncl ddbase55 anncl ddbaseb57
anncl ddbase60 anncl ddnor mal anncl ddbase70

anncl ddbase72 annht ddbase40 annht ddbase45
annht ddbase50 annht ddbase55 annht ddbase57
annht ddbase60 annht ddnor mal annprcpnor nal
annsnownor mal annBrppavgndsge001h| _
annpr cpavgndsge010hi annpr cpavgndsge050hi
annpr cpavgndsgel00hi annsnwdavgndsge001w
annsnwdavgndsge003w annsnwdavgndsgeO010w
annsnwdavgndsge005w annsnowavgndsge001t i
annsnowavgndsge010ti annsnowavgndsgelOO0t |
annsnomav%ndsgeOBOtl annsnowavgndsgeO50ti, pcf
m nei gen( 1)



Credit

.

"waeragé prine rate
Demand for | oans

Loan fund availability
Loan repaynent rates
Renewal s or extensions




Profitable Eras o

1) FEDRRAL RESERVE BANFE OF KANSAS CITY

Chart 2
GROSS FARM INCOME AMD NET RETURNMNS TO
FARM QPERATORS

Helioe: Enllam [0S ontermaer dallah Ballinn dallads {3005 consiant Enllam]
] {iK

== rew Farm Cwh Ineorme (i Boals)
1541

+ "n:: El:' ] ':.ll_l:'a i H_lh'll :\'\-CJL:'

240

.
L1

s T By EREd R A RESETDEEE B R EE
i - S N R R S, e - S L R LSS e I B B TS . ek - £ o .-..': - = i
= o — S —
B Uy 1 = [T T | I & wred weyds (01 bow Fedmy Samrpe= 3 s :.- '..'. - 'r. 1 - it |
; The -V E -

Henderson, J., B. Gloy, and M. Boehlje. 2011. “Agriculture’s Boom-Bust Cycles: Is This
Time Different.” Economic Review (Q 1V):81-103. Available at:
http://www.kc.frb.org/publicat/econrev/PDF/11g4HendersonGloyBoehlje.pdf
[Accessed April 11, 2014].




RE Panel Data Model




Reminder about Random Effects




Density

Distribution of dependent
variable
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Regression Results: Robust Random-effects GLS
regression, Dependent Variable: Corn Grain Yield

1shels per Acre
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1.072821 0.1289402 0.000
2.277613 0.4475849 0.000
1.17251 0.2715144 0.000
-8.71162 2.919534 0.003

-1.56348 0.3847299 0.000
-7.83009 1.432134 0.000
4.041813 1.194719 0.001
-2018.3 255.7451 0.000

* 275 Groups (Counties), 7170 Observations, Prob>y"2 = 0.0000
Weather index causes 155 (36%) observations to drop
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Regression Results: Robust Random-effects
GLS regression, Dependent Variable: Soybean
ield.in Bushels per Acre

AT

Coefficient | Standard Error

Year 0.322368 0.034 0.000
Weather Index 1.893497 0.104 0.000
Credit Index 0.829861 0.110 0.000
Insured Proportion of Planted Soybeans -3.50936 0.740 0.000
Soybean Price Received (t-1) 0.288461 0.064 0.000

Before 1986 (binary) -5.42451 0.503 0.000

After 2005 (binary) 1.218922 0.384 0.002

Constant -606.127 68.253 0.000



Conclusions




Questions or Comments?




