|

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

MQtu ECONOMIC & PUBLIC POLICY RESEARCH

Money, sunshine, and rain:
Exploring the drivers of rural land
values in New Zealand over time

and space

Corey Allan and Suzi Kerr, Motu Economic and Public Policy Research

Presentation to the 60t annual AARES conference, Canberra, 2-5
February 2016

We thank the Ministry of Business, Innovation, and Employment for funding this work
through the Climate Change Impacts and Implications Project




Key questions

Does the value of farmland in New Zealand
reflect the prospects facing the agricultural
sector?

Does the effect of climate on rural land values
work through agricultural profitability or another
channel? (Schlenker et al 2005, 2006)

Is there evidence that amenities/urban
conversion options play a role in determining
rural land values?
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Panel
— MB farmland valuations data (QVNZ)

— Panel of 4,218 MBs, each observed once per 3-
year valuation cycle

— Dairy, sheep/beef, and forestry profitability and
commodity prices

— All variables are land-use weighted at MB level

Cross-section
— Growing degree days (GDDs), days of sall
moisture deficit, irrigation, soil quality, slope,
distance to school, town, port, local house prices
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Empirical framework graphically
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Empirical framework

2-step estimation procedure

— Observed profits provide a noisy measure of
expected profits

PV, =ay+ ap;y + 0X; + Y + 1y
Valueit = ,BO + ,BlPV ﬁ-i,t—l + yX; + /11; + &t

X; contains variables describing climate, land
guality, and distance to amenities, house
prices
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Land values and profits .
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Ricardian estimates
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Conclusion

Relationship between land values and profits
1-for-1 as expected

— In the long run, land values are driven by
economic fundamentals

Impact of climate on land values works
through hypothesised profitability channel

Amenities/urban conversion option also play
a role




