|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

Selected Poster/Paper prepared for presentation at the Agricultural & Applied Economics
Association’s 2017 AAEA Annual Meeting, Chicago, Illinois, July 30-August 1, 2017

Copyright 2017 by [authors]. All rights reserved. Readers may make verbatim copies of this
document for non-commercial purposes by any means, provided that this copyright notice appears on
all such copies.



Effects of Livestock Mandatory Reporting on Fed Cattle Spot Market Price Volatility: Evidence from lowa-
Minnesota Regional Cattle Markets. (o |
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/ The introduction of mandatory reporting in April
2001 as a result of the Livestock Mandatory
Reporting Act of 1999 was expected to improve the measurement error in the prices.

accuracy of public market information from the * Share of captive supplies has no significant effect on

Unljced tates Department qf Agriculture . M | volatility of prices in this market. The increase in
Agricultural Marketing Service (USDA-AMS). With . volatility in prices during mandatory reporting cannot
more accurate information, buyer and seller

be explained by changes in the importance of captive
uncertainties regarding market conditions would

" Prices are significantly more volatile during mandatory
reporting than before without correcting for

i eeEEEEEssseee8E o ann et ann supplies
reduce resulting in stable and less variable prices Figure 1. Weekly Negotiated Steer Prices for the lowa-Minnesota Slaughter . WE I?ind no significant change in volatility in the lowa-
However, empirical evidence suggests that prices Cattle Market, 1990-2015 Minnesota regional market after correction for
dppear more volatile after mandatory reporting Table 1. Descriptive Statistics for Weekly Steer measurement error in the mandatory reporting period.
contrary to expectations (Perry et al. 2005). The Attribute Before mandatory reporting  mandatory reporting period
apparent increase in volatility has been attributed Number of weeks 563 722
to the increase in the number of transactions Mean price 69.66 102.20
reported. Before 2001, reported prices were Standard deviation gég 28-2(7) Limitations and directions for future
Skewness : :

studies

collected voluntarily from feeders, packers and
auctions through phone calls and visits. Also, firms

Kurtosis -0.82 -0.17
decided which transactions to report raising First order autocorrelation 0.98 0.99 ﬂhis study assumed the sample selection and strat%
turther concerns of packers and feeders reporting was not based on the actual prices resulting in

Coefficient of variation 3.96 25.44

strateglcally re portln.g. VoIat|I|ty can also. be Table 2. Regression Estimates for Uncorrected, Corrected Low Error and Corrected High Error Steer Prices random measurement error. Howeve r previous studies
affected by changes in market structure in the (1) (2) (3) (4) on packer and feedlot reporting behavior suggests
cattle markets. Uncorrected  Uncorrected Corrected  Corrected . . . .
Variable Price Price L ow? Highb strategic reporting of prices that favor the reporting
Ob - t Mean  Mandatory 3019 ** 1911 ** 0.417 ** 0.402 ** firm. Extensions of this study will consider the
]eC IVE reporting nonrandom nature of the measurement error.
fl'his study estimates the change in volatility of negotiated\ | (0.226) (0.218) (0.137) (0.137) " Captive supplies share data was obtained from two
: : : : Futures price 0.659 ** 0.660 ** 0.639 ** 0.637 ** :
fed cattle prices in spot markets after implementation of (0.003) (0.003) (0.001) (0.001) different sources, GIPSA reports for before mandatory
mandatory reporting while taking into consideration the Constant 18405 **  10.846 ** 29 447 ** 99 601 ** reporting and USDA-AMS during the mandatory
effects of changes in captive supplies and measurement (0.275) (0.279) (0.146) (0.145) reporting period.
error resulting from data collection and reporting in the Variance Mandatory 1.138 ** 2.437 ** -0.464 -0.438 " The mean price model will be revised to capture
QWO periods. / reporting \\seasonality in prices and cattle cycles. /
(0.261) (1.230) (1.748) (1.704)
Captive supply 0.099 0.003 0.009 e ____________________________________
ﬂSDA-AI\/IS weekly negotiated live slaughter steer \ (0.078) (0415 (0.412)

. . . Constant 0.072 1,285 10.874 10.898 [ A
weighted average prices lowa-Minnesota (0.267) (1.225) (1.764) (1.722) Perry, J., J. Macdonald, K. Nelson, W. Hahn, C. Arnade,
Captive supplies share data 1990-1998 (GIPSA), 2002 - ARCH L1 arch 0.960 ** 1004 ** 0.49] ** 0.49] ** and G. Plato. 2005. Did the Mandatory Requirement Aid
2015 calculated using monthly USDA-AMS formula and (0.111 (0.121) (0.066) (0.068) the Market ? Impact of the Livestock Mandatory
forward national slaughter data L1 garch 0.005 -0.052 0.459 ** 0.446 ** Reporting Act. No. LDP-M-135-01. Electronic Outlook
Correct for measurement error in mandatory reporting (0.041) (0.036) (0.042) (0.049) . Report from the Economic Research Service. y
period prices using multiple over imputation (Blackwell Log likelihood 2665.03 2347 90 9377 97 9360 44 .
ctal 2015 | Wl 2P Sudent g Pt eparment ot
Estimate change in volatility a Generalized Phone: (405) 625-0455 email: | |

\  Autoregressive Conditional Heteroskedasticity (GARW Number of 1,279 1,174 1,181 1,181 chimaii@okstate.edu

| observations



mailto:nurulnadia.ramli@okstate.edu

