February Newsletter 2023
Hello Colleagues and Friends,

Welcome to our monthly newsletter! This month’s features are:

e The Market Corner article The Economics of Natural Disasters by C-FARE Board
Member, David Zilberman
o New Direction features articles and papers titled:
o Risk Management Agency Climate Adaptation Plan
o Labor and skills shortages in the agro-food sector
o United States cattle inventory down 3%

Keep reading to learn more,

C-FARE

Market Corner
The Economics of Natural Disasters

On September 6th at 4:15 a.m. local time, an earthquake of a magnitude of 7.8 struck Turkey
near its border with Syria, an earthquake that killed more than 11,000 people. Just a few weeks
ago, measures of flooding not seen in recent decades harmed the Southwest U.S., and droughts
plagued the west, including California and the Northwest. Climate change increases the
probability and ferocity of these extreme events. Thus, a key element of public policy is
developing mechanisms to enhance resilience and improve human welfare.

Policies can reduce the negative ramifications of disaster by reducing the probability of
occurrence of those adverse events and their magnitude, increasing the likelihood of survival and
enabling quick recovery and the desire to build back better. While borrowing from the public
health literature, economists introduce the notion of a damage function. This function derives the
probability of the occurrence of disasters and the magnitude of their impact given the natural
phenomena, government policy, and individual behavior. For example, although the distribution
of the number of victims from a flood is affected by the magnitude of the initial eruption, the end
outcome can be reduced by a buildup of barriers to the spread of the floods (e.g., wetlands),
investment in mechanisms that minimize exposure to floods (warning systems lead to fast
evacuation), development of policies that increase the life-threatening impacts of floods
(requiring that stilts or piers raise houses in disaster-prone regions), and developing systems to
evacuate and treat victims.

Economists use damage functions to assess the risk for agricultural production from floods, frost,
or fire. They may require investment in some preventative measures and mechanisms for
adaptation and adjustment once the disaster occurs. The capacity to develop defensive strategies
improved over time, with better monitoring systems, quantification, and computer power that
allows better assessment of damages and better mechanisms to locate and transfer individuals,
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such as improved drones, helicopters, and other means. The design of an effective disaster
protection policy is an economic decision guided by the damage function, used by decision-
makers to develop policies that maximize the net benefit to society while considering the damage
to humans and the environment. As climate change ramps up havoc, the risk becomes a
significant area of agricultural economics.

Disaster protection policies should ensure the economic survival of agricultural production and
farmers' well-being. These needs led to the development of various crop insurance policies.
Insurance policies go beyond the benefit of individual farmers and are used to ensure the
integrity of the farming system and the availability of affordable food to consumers. Insurance
strategies should also discourage farmers or other agricultural agents from taking unnecessary
economic risks, such as living in flood zones or engaging in risky activities that increase the
probability of a mishap and the magnitude of the damage while not generating any added value.
Discussion and analysis of disaster risk management is an important area of research and
communication between government, industry, and academia. CFARE looks forward to
sponsoring one of these events this Monday at noon.

David Zilberman, C-FARE Board Member, University of California - Berkley

ICYMI

e Join us at the next C-FARE webinar, The Implications of Natural Disasters on US
Agriculture, on Monday, February 13 at 12 p.m. EST on Registration is available here.

e C-FARE’s Webinar on “The Complicated Nature of Today’s Inflation” is now available
on our website and through this recording.

e In cased you missed it, the recording of C-FARE’s Webinar on “The Prevalence of Food
Insecurity Across the U.S.” is now available on our website and through this recording.

e Check out our fourth episode of C-FARE’s podcast Get a Grip with FARE featuring
Peyton Ferrier and Steve Neff from the USDA Economists Group.

New Directions

¢ Risk Management Agency Climate Adaptation Plan. The United States Department of
Agriculture’s (USDA) Risk Management Agency (RMA) serves America’s agricultural
producers through effective, market-based risk management tools to strengthen the
economic stability of agricultural producers and rural communities. RMA is committed to
increasing the availability and effectiveness of Federal crop insurance as a risk
management tool. Learn More Here.

e Labor and skills shortages in the agro-food sector. Labour and skills shortages are a
major concern in the agro-food sector across OECD countries. This challenge is
compounded by the relatively small, and declining, contribution of agriculture to GDP,
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and the negative public perception of the sector with relatively low wages and limited
career prospects. This paper reviews policies that have the potential to address labour and
skills shortages in the agro-food sector including labour market, education and training,
social protection policies, immigration, as well as agricultural specific policies. Read
More Here.

United States cattle inventory down 3%. There were 89.3 million head of cattle and
calves on U.S. farms as of Jan. 1, 2023, according to the Cattle report published today by
the U.S. Department of Agriculture’s National Agricultural Statistics Service (NASS). To
obtain an accurate measurement of the current state of the U.S. cattle industry, NASS
surveyed approximately 35,400 operators across the nation during the first half of
January. S Read More Here.
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