
U.S. Cotton Acreage 
Response Due to Subsidized 
Crop Insurance, 1995 to 2011



THE U.S. COTTON BELT



U.S. Crop Subsidy/Gross Sales 
Comparison, 1995-02 vs. 2003-11
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Subsidy/Gross Sales Comparison
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Most Crop Acres for CA, 1990-09





Comparison of U.S. Crop Acres 
Insured, 1995-02 vs. 2003-11
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Comparison of U.S. Crop Acres 
Insured, 1995-02 vs. 2003-11
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Cotton Coverage Levels, 1995 to 2013



Cotton Coverage Levels, 1995 to 2013



Key Issues to Address
� Increasing subsidy rates over 

period 

� 1996 -- first real window for 
planting flexibility

� Impact of increased subsidies 
on cotton plantings by region??



Fixed Effects Simultaneous Model



Expected Price and PICC



Boswell Farms, Corcoran CA



Regional Means and Std. Errors



Fixed Effects Estimated Results



Marginal Effect of Price on Insurance 
Participation Given Yield



Marginal Effect of Price on Cotton 
Acreage Given Yield
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San Carlos Water Allocations



Crop Insurance, AZ-Drought

• In 2013, AZ cotton accounted 
for 30% of insured acres

• Cotton accounted for over 72% 
of indemnity claims in 2013.

• Over 76% of indemnity claims 
for cotton were associated with 
Prevented Planting (PP) (avg. 
~$716/acre in payouts) 



Summary
� Low yields & quality, respond 

most to insurance participation 
as price goes up. 

� Shifting production from high to 
low risk regions.

� West – least significant factors

� -subsidy;  other factors???



Largest Pecan Orchard in World
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