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October 4-5, 2004
The 2004 Annual Meeting of  NC1014 [NCT-194/NC221] was held October 4th and 5th in Chicago, Illinois at the headquarters of the Federal Reserve Bank of Chicago.  The meeting was called to order at 8:30 A.M. on October 4th by Vice-Chair Tim Park.  Daniel Sullivan of the Federal Reserve Bank of Chicago welcomed everyone to the meeting and the Federal Reserve Bank.  Tim Park commented on the outline and the procedures for the annual meeting.  The next two items were presentations by economists from the Chicago Federal Reserve Bank.  David Oppedahl discussed perspectives on the agricultural economy of the Seventh Federal Reserve District.  His presentation addressed what the Federal Reserve system is, how the Federal Reserve affects agriculture, why the Chicago Federal Reserve is interested in agriculture, why there is such an interest in farmland values, and the issue of agriculture currently being at a crossroads.  Tara Rice addressed the topic of whether agricultural banks still have a viable banking model.  She highlighted a comparison of the risk-return tradeoff of agricultural banks versus other banking strategies.  She described current banking activities, how these activities have changed in recent times, and several competitive strategies.  She also evaluated the performance of agricultural banks versus other banks’ strategies.  Many banking strategies appear financially viable for agricultural banks.  Agricultural banks will need to incorporate new technologies and activities in order to remain viable.
The participants spent the rest of the morning and part of the afternoon in two sessions of selected papers and one panel discussion session.  The papers presented in the first two sessions and the panel discussion addressed the objectives of NC1014 [NCT-194/NC221] and were the products of the work of NC1014 [NCT-194/NC-221] members along with invited participants from government research groups.  A total of 5 papers were presented during the two sessions.  Nearly all of the papers were the product of multi-state, multi-institution collaborations.  The panel discussion session featured presentation and discussion on issues related to Farm Credit Services of America organizational choices.
The papers and the panel were grouped into sessions according to subject matter and involved participants in the project along with invited experts from research centers and the Farm Credit Administration.  The first session addressed issues in assessing credit risk.  The research presented during the second selected paper session examined rural entrepreneurs and economic development.  In the third session, the panel discussion session, two panelists discussed the possible buyout of Farm Credit Services of America by Rabobank.  The specific topics covered by these papers and discussions included:

Issues in Assessing Credit Risk 

Credit Risk Migration in Agricultural Loan Portfolios
Credit Risk for U.S. Agricultural Loans
Determining the Probability of Default and Risk Rating Class for Loans

Rural Entrepreneurs and Economic Development  
Innovation and Entrepreneurship for Rural Communities and the Food Industry
The Value of a Smoking Gun:  Wildlife Recreation and Minnesota Farmland Values
Panel on FCS of America Organizational Choices 
Panelists:
Robert Jolly, Iowa State University


John Moore, Farm Credit Administration
During the rest of the afternoon, the group held its business meeting.  During the meeting, the group reviewed its project objectives, planned and assessed the work on each objective, began preparations for the 2005 meeting, and nominated and elected new officers for the upcoming year.  Chair Brent Gloy reported that project advisor Dr. Eric Hoiberg would be retiring at the end of December and that the group would have a new administrator in the future.  Brent Gloy also read a letter from the multistate research committee project review committee.  The review committee suggested holding a special session at the American Agricultural Economics Association (AAEA) meetings and getting more stakeholder involvement before the mid-term project review.  
The participants adjourned to small group sessions to develop work plans and projects for each of the four project objectives.  The objectives of the research group are:

(1)
Determine the effects of changes in international competitive balance and federal and state policies affecting agriculture on the financial and economic performance of farms, agribusinesses and rural financial markets;
(2)
Determine the effects of market, policy, and structural change in the agricultural and financial market sectors on the financial soundness, safety, and management of financial institutions that supply financial capital to agriculture;
(3)
Evaluate the management strategies, capital needs, and financial performance required for the long-term sustainability of firms in the food and agribusiness sector; 

(4) Develop linkages between emerging issues in rural finance and development and the role of social capital and rural entrepreneurship.  Measure the impact of social capital on the economic development and performance of agricultural and rural communities. 

The participants reconvened into the entire group and each of the four objective-focused groups reported on research progress during the past year and presented plans for research projects for the next year.  The group also discussed having a symposium at the 2005 American Agricultural Economics Association (AAEA) meetings and a principal papers session.  A proposal will be prepared and submitted.  
The nominations committee presented nominations to the group for a new chair, vice-chair, and secretary.  Elections were held.  Chair will be Dr. Tim Park, University of Georgia; Vice-Chair will be Dr. Christine Wilson, Purdue University; Secretary will be Dr. Ani Katchova, University of Illinois.
The location committee headed by Glen Pederson, University of Minnesota, recommended that next year’s meeting be held October 3-4, 2005 in Minneapolis at the Federal Reserve Bank of Minneapolis.  Co-Bank is a possible co-sponsor.  An alternative site is the Washington, D.C. area.
The second day of the meeting began with Paul Ellinger, University of Illinois, discussing a special publication issue of Agricultural Finance Review and a possible pre-conference session at the 2005 American Agricultural Economics Association (AAEA) meetings.  The special issue of Agricultural Finance Review would focus on the research in agricultural finance that has been conducted over the last thirty years.  Topics areas will include:  farm financial structure; portfolio risk management; agricultural risk management; farmland and asset valuation and performance; structure, performance, and risk measurement of financial institutions; macro, commodity, and tax effects; government credit programs; and credit evaluation in agriculture.  The issue will also likely include a forward, a retrospective piece, and an industry comment.  All papers will be peer reviewed and will be less than 25 pages.  The deadline for the peer review process is February 1, 2005.  Bruce Sherrick, University of Illinois, will manage the special issue.  Chuck Moss, University of Florida, will compile former group work proceedings and will be contacting others for works.  Brent Gloy, Cornell University, reported that he has several of last year’s proceedings if anyone would like a copy.  The AAEA pre-conference will be forward looking to address future research topics and initiatives.
The participants spent the remainder of the day in five sessions of selected papers and discussions.  The first session examined crop insurance issues, and the second addressed risk management issues.  During the third session, a representative of Rabobank discussed Rabobank’s involvement in agriculture and its interest in FCS of America.  The fourth session examined topics related to financial performance.  The fifth session consisted of a discussion about lending information provided and not provided by USDA.  The specific topics covered by these papers and discussions included:

Crop Insurance Issues
Crop Insurance and the Pricing of Geographic Diversification 

Estimating the Demand and Willingness to Pay for Whole Farm Insurance
Evolving Risk Management Issues
Managing Business and Financial Risks in Agriculture
The Transformers:  The Evolution and Growth of Credit Unions in Iowa

Agribusiness Trade Credit-A Pardox

Rabobank:  Providing Retail Banking for the Agricultural Sector

Discussant:
Deborah Perkins, Rabobank

Current Topics in Financial Performance 

Consumer Debt Loads in the Farm Service Agency Portfolio
Effect of Strategic Management on Farm Financial Performance

Bank Lending Channel:  Causality Analysis for the Transmission of U.S. Monetary Policy

USDA Lending Information:  Current and Projected Status

Discussant:
Jason Henderson, Federal Reserve Bank of Kansas City

Date and Location of Next Year’s Meeting 
The new Vice-Chair will work with the location committee to secure the meeting location and dates.  Tentative plans are that the meeting will be held on October 3-4, 2005, in Minneapolis at the Federal Reserve Bank of Minneapolis.

Current and Future Officers 
New officers for the upcoming year are:  Chair, Dr. Tim Park, University of Georgia; Vice-Chair, Dr. Christine Wilson, Purdue University; Secretary, Dr. Ani Katchova, University of Illinois.
The meeting was adjourned.

Submitted by:
Christine A. Wilson 

NC1014 Secretary

