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Alston, Julian M.
Agricultural research policy and the 2007 Farm Bill : some California perspectives
Julian M. Alston and Philip G. Pardey
Davis University of California, Agricultural Issues Center
2007 3 p.
AIC Farm Bill brief ;  no. 4

Agricultural 
research -- Economic
aspects

     This article quantiÞes the costs associated with two potentially polluting activities:  mechanized
trips across a Þeld, which may generate air pollution; and total quantity of pesticides used in 
production, which has the potential to contaminate ground and surface water.  In addition, we 
report the results of estimates that help to illustrate the productive and joint 
productive/environmental efÞciency of alternative production systems.

Bond, Craig A.
EfÞciency and abatement costs in alternative production systems
Craig A. Bond, Karen Klonsky  and Y. Hossein Farzin
2007 4 p.

Agriculture -- 
Environmental 
aspects

From: Sustainable Agriculture Farming Systems Project 7(3):1-4, Summer 2007.

Klonsky, Karen
Organic agriculture in the 2007 Farm Bill
Karen Klonsky
Davis University of California, Agricultural Issues Center
2007 6 p.
AIC Farm Bill brief ;  no. 3

Agriculture -- 
Legislation

Sumner, Daniel A.
The emerging Farm Bill and California agriculture : how is it shaping up?
Daniel A. Sumner
2007 5 p.

[Agriculture -- 
Legislation]

In:  Selected topics : beating the odds : reducing market risk for specialty crops / Shermain D. 
Hardesty, editor. Oakland, CA: University of California, Division of Agriculture and Natural 
Resources, 2007, p. 39-43. (Location: Risk)
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Saitone, Tina L.
Effects of market power on the size and distribution of subsidy beneÞts : the case of ethanol 
promotion
Tina L. Saitone, Richard J. Sexton and Steven E. Sexton
Davis University of California, Department of Agricultural and 

Resource Economics
2007 30 p.

Alcohol as fuel

Selected paper prepared for presentation at the American Agricultural Economics Association 
annual meeting, Portland, Oregon, July 29-August 1, 2007.

     Policymakers seeking to modify Þnancial incentives to increase the ßows of ecosystem services 
in and around tropical moist forests must consider where to focus their attention and what 
collection of incentives can effectively achieve policy objectives.  In most cases, policymakers focus
on extensively forested areas where the ßows of ecosystem services between agriculture and the 
environment is generally characterized by massive ßows of carbon and soil nutrient from forests to
agriculture.  In these forest margin areas the stock of primary forest is eventually exhausted and 
the cheap ingredients provided by nature to agriculture become increasingly scarce.  At this point,
policy interest generally wanes, and agriculture and the environment begin slow declines in 
ecosystem service exchange, often with negative consequences for rural poverty.  How does one 
promote increased ßows of ecosystem services from agricultural lands without increasing poverty
when forests and soils have been depleted?  Can the standard instruments, e.g., payments for 
ecosystem services, be effective in such situations, and if so, do the costs to society of securing 
these services increase?  Here we focus on the ßows of ecosystem services at the end of the cycle of
converting primary forest to agriculture.  Primary data from the Bragantina area in the 
southeastern Brazilian Amazon, an area cleared of primary forest decades ago, are used to 
characterize smallholder production systems, to describe the ßows of ecosystem services into and 
from these systems, and to develop a bioeconomic model of smallholder agriculture capable of 
predicting the effects of several types of policy action on ecosystem services provided by and to 
agriculture, and on-farm household incomes and food self-reliance.  Of particular interest is the 
Proambiente Pilot Program in Brazil, which uses smallholder payment schemes to induce farmers to
manage land and forest resources in ways that generate more ecosystem services.  Baseline results
suggest that smallholder agriculture leads to a gradual loss of ecosystem services (mainly above-
ground and root carbon) provided by secondary forest fallows, and that reduction in fallow age 
leads to reductions in plant diversity.  Intensifying agricultural activities accelerates this process, 
but considerably increases smallholder incomes.  Paying farmers for ecosystem services linked to 
the retention of secondary forests and the Proambiente program both increase area in forest fallow,
but the latter substantially reduces farm income because of input use restrictions.  In general, 
programs aiming to promote the production of ecosystem services should not limit farmers' 
choices of ways to provide them.  Employment and food self-reliance issues associated with policy
options for increasing on-farm stocks of carbon and plant biodiversity are also explored.

Bšrner, Jan
Ecosystem services, agriculture, and rural poverty in the Eastern Brazilian Amazon : 
interrelationships and policy prescriptions
Jan Bšrner, Arisbe Mendoza and Stephen A. Vosti
2007 18 p.

Biological diversity

From: Ecological Economics 64:356-373, 2007.

Thome, Karen E.
Contracts, quality, and default : endogenizing a buyer's rejection rate
Karen E. Thome and Richard J. Sexton
Davis University of California, Department of Agricultural and 

Resource Economics
2007 24 p.

Contracts

Selected paper for presentation at the American Agricultural Economics Association annual 
meeting, Portland, Oregon, July 29-August 1, 2007.
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Goodhue, Rachael E.
Agricultural contracts and risk management
Rachel E. Goodhue and Leo K. Simon
2007 5 p.

[Contracts]

In:  Selected topics : beating the odds : reducing market risk for specialty crops / Shermain D. 
Hardesty, editor. Oakland, CA: University of California, Division of Agriculture and Natural 
Resources, 2007, p. 18-22. (Location: Risk)

     This present study builds on the recent estimates by Alston and Brunke (2006) to estimate the 
reductions in income to cotton farmer households in Benin, Burkina Faso, Chad, and Mali if 
counter-cyclical payments, marketing loans, and direct payments programs were eliminated in the
United States.  The results are reported in terms of effects on incomes of typical cotton producing 
households both in absolute terms and as a share of total household income.  We also relate this 
income impact to food consumption of a typical cotton-producing household and to potential to 
purchase inputs that enhance farm productivity.

Alston, Julian M.
Impacts of reductions in US cotton subsidies on West African cotton producers
Julian M. Alston, Daniel A. Sumner  and Henrich Brunke
Boston, MA Oxfam
2007 34 p

Cotton -- Prices

Electronic location:  http://www.oxfamamerica.
org/newsandpublications/publications/research_reports/paying-the-price

Alston, Julian M.
Paying the price : how US farm policies hurt West African cotton farmers -- and how subsidy 
reform could help
Julian M. Alston, Daniel A. Sumner  and Henrich Brunke
Boston, MA Oxfam
2007 4 p

Cotton -- Prices

Key Þndings from Julian M. Alston, Daniel A. Sumner, and Henrich Brunke's study "Impacts of 
reductions in US cotton subsidies on West African cotton producers," 2007.  Electronic location:  
www.oxfamamerica.org/.../publications/research_reports/paying-the-
price/Paying_the_Price_Summary.pdf

Guirkinger, Catherine
Credit constraints and Þnancial efÞciency in Peruvian agriculture
Catherine Guirkinger, Diana Fletschner and Steve Boucher
Davis University of California, Department of Agricultural and 

Resource Economics
2007 17 p.

Credit, Agricultural

Selected paper prepared for presentation at the American Agricultural Economics Association 
annual meeting, Portland, Oregon, July 29-August 1, 2007.

     We model the role of the informal credit sector in developing countries.  The informational 
advantage of informal lenders is portrayed as the ability to monitor borrowers.  Monitoring 
reduces the incentive problem and allows for contracts with lower collateral.  This enables informal
lenders to serve both individuals who cannot post the collateral required by the formal sector and 
those who are able but do not want to post collateral.  The model is consistent with the 
conventional view of the informal sector as recipient of spillover demand from the formal sector.  It
also shows that the informal sector may provide partial insurance as the lower collateral 
requirement implies greater consumption smoothing for borrowers.

Boucher, Stephen
Risk, wealth, and sectoral choice in rural credit markets
Steve Boucher and Catherine Guirkinger
2007 14 p.

[Credit, agricultural]

In: American Journal of Agricultural Economics 89(4):991-1004, November 2007. (Location:  Pds)
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Jarvis, Lovell S.
Enabling technologies and decision support tools for endemic FMD control : economic tools
Lovell (Tu) Jarvis and Karl Rich
2007 8 p.

Diseases

In Global roadmap for improving the tools to control foot-and-mouth disease in endemic settings :
report of a workshop held at Agra, India, 29 November-1 December 2006, and subsequent 
roadmap outputs / B. D. Perry and K. R. Sones, editors, Nairobi, Kenya : International Livestock 
Research Institute, 2007, p. 1-8.

     We introduce a state-space representation for vector autoregressive moving-average models 
that enables maximum likelihood estimation using the EM algorithm.  We obtain closed-form 
expressions for both the E- and M-steps; the former requires the Kalman Þlter and a Þxed-interval 
smoother, and the latter requires least squares-type regression.  We show via simulations that our 
algorithm converges reliably to the maximum, whereas gradient-based methods often fail because
of the highly nonlinear nature of the likelihood function.  Moreover, our algorithm converges in a 
smaller number of function evaluations than commonly used direct-search routines.  Overall, our 
approach achieves its largest performance gains when applied to models of high dimension.  We 
illustrate our technique by estimating a high-dimensional vector moving-average model for an 
efÞciency test of California's wholesale electricity market.

Metaxoglou, Konstantinos
Maximum likelihood estimation of Varma models using a state-space EM algorithm
Metaxoglou Konstantinos and Aaron Smith
2007 20 p.

Econometrics

From: Journal of Time Series Analysis 28(5):666-685, 2007.

     In Markov-switching regression models, we use Kullback-Leibler (KL) divergence between the 
true and candidate models to select the number of states and variables simultaneously.  
SpeciÞcally, we derive a new information criterion, Markov switching criterion (MSC), which is an
estimate of KL divergence.  MSC imposes an appropriate penalty to mitigate the over-retention of 
states in the Markov chain, and it performs well in Monte Carlo studies with single and multiple 
states, small and large samples, and low and high noise.  We illustrate the usefulness of MSC via 
applications to the U.S. business cycle and to media advertising.

Smith, Aaron D.
Markov-switching model selection using Kullback-Leibler divergence
Aaron Smith, Prasad A. Naik and Chih-Ling Tsai
2005 25 p.

[Econometrics]

In: Journal of Econometrics 134(2):553-577, 2006. (Location:  Pds)

     The notion of symmetric programming grew out of a gradual realization that symmetric 
structures -- as deÞned in this book -- provide the means for a wide ranging uniÞcation of 
economic problems.  A conjecture immediately and naturally followed:  symmetric structures are
more general than asymmetric ones as long as the right approach to symmetry is embraced.  There
are, in fact, two ways to symmetrize asymmetric problems:  a reductionist and an embedding 
approach.  The reductionist strategy eliminates, by assumption, those elements that make the 
original problem assymetric.  This is the least interesting  of the two approaches but one that is 
followed by the majority of researchers.  The alternative strategy seeks to embed the original 
asymmetric problem into a larger symmetric structure.  The way to execute this research program 
is never obvious but is always rewarding.  This book is entirely devoted to the illustration of this 
second approach.

Paris, Quirino
Economic foundations of symmetric programming
Quirino Paris
Davis University of California, Department of Agricultural and 

Resource Economics
2007? 258 p.

Economics
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     We test the efÞciency of the California electricity reserves market by examining systematic 
differences between its day- and hour-ahead prices.  We uncover signiÞcant day-ahead premia, 
which we attribute to market design characteristics.  On the demand side, the market design 
established a principal-agent relationship between the markets' buyers (principal) and their 
supervisory authority (agent).  The agent had very limited incentives to shift reserve purchases to 
the lower priced hour-ahead markets.  On the supply side, the market design raised substantial 
entry barriers by precluding purely speculative trading and by introducing a complicated code of 
conduct that induced uncertainty about which actions were subject to regulatory scrutiny.  We use
a high-dimensional vector moving average model to estimate the premia and conduct correct 
inferences.  To obtain exact maximum likelihood estimates of the model, we develop a new EM 
algorithm that seamlessly incorporates missing data and applies directly to general moving 
average time series models.  Our algorithm uses only analytical expressions:  the Kalman Þlter and
a Þxed interval smoother in the E step and least squares-type regressions in the M step.

Metaxoglou, Konstantinos
EfÞciency of the California electricity reserves market
Konstantinos Metaxoglou and Aaron Smith
2007 18 p.

Electricity -- Prices

From: Journal of Applied Econometrics 22:1127-1144, 2007.

Rickard, Bradley J.
Examining EU policies applied to processing tomatoes
Bradley J. Rickard and Daniel A. Sumner
2007 7 p.

[European Union --
Agriculture]

In:  Selected topics : beating the odds : reducing market risk for specialty crops / Shermain D. 
Hardesty, editor. Oakland, CA: University of California, Division of Agriculture and Natural 
Resources, 2007, p. 44-50. (Location:  Risk)

     The selection of enterprises for the farm must be made in the context of the overall farm 
business strategy and long run vision.  In addition, the proposed crop should be a reasonable 
choice for your farm with respect to soil and climate conditions and available resources.  Further, 
for many enterprises there exist a large number of varieties, for example, peaches and fresh market
tomatoes.  The following discussion will focus on permanent crop enterprises, but the basic 
concepts presented pertain to annual crops as well as livestock enterprises.

Klonsky, Karen
Long term planning for crop production
Karen Klonsky
2007 8 p.

[Farm management]

In:  Selected topics : beating the odds : reducing market risk for specialty crops / Shermain D. 
Hardesty, editor. Oakland, CA: University of California, Division of Agriculture and Natural 
Resources, 2007, p. 2-9. (Location: Risk)
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     The ability of Þshing ßeets to harvest Þsh well in excess of existing catches, either supported by
existing resource conditions or long-run desired resource levels, is an issue of international 
concern.  Beginning in 1995, the United Nations Food and Agriculture Organization (FAO) and 
various member nations embarked on an ambitious plan to address excess capacity in Þsheries.  
Article 6.3 of the Code of Conduct for Responsible Fisheries, adopted by the FAO in 1995, 
recommended that 'States should prevent overÞshing and excess Þshing capacity, and should 
implement management measures to ensure that Þshing effort is commensurate with the 
productive capacity of the Þshery resource and their sustainable utilization.'
     Despite a thorough investigation of capacity and the methods for estimating capacity output in 
Þsheries, the concepts and methods still remain vague, ill deÞned, or simply not understood by 
some Þsheries managers.  In this chapter we deÞne and explain what is capacity output and closely
related ideas of excess capacity, capacity utilization and variable input utilization.  In addition to 
explaining capacity concepts, we also brießy review various approaches to measuring capacity 
output and utilization in Þsheries and provide speciÞc Þsheries applications.

Paul, Catherine J.  Morrison
Understanding and measuring capacity in Þsheries
Catherine J. Morrison Paul, et al.
2006 21 p.

Fisheries -- 
Economic aspects

Chapter 4 in:  Economics for Þsheries management / R. Quentin Grafton, James Kirkley, Tom 
Kompas and Dale Squires. Aldershot, England : Asgate, 2006, p. 83-103.

     Although comanagement is gaining increasing attention as a way to manage Þsheries, few 
studies have attempted to understand quantitatively which factors of comanagement are critical 
for their success.  This study investigates Þshery comanagement regimes adopted by coastal 
Þsheries in Japan.  Utilizing a wide variety of examples of Þshery comanagement nationwide, we 
search for key rules and measures that underlie traditional, cultural, and social aspects of 
comanagement.  The study focuses on the rules of the game adopted by comanaging groups called
Þshery management organizations (FMOs).  Upon examination of successful Þshery 
comanagement cases, we found two distinctive measures:  effort coordination and pooling 
arrangements.  Furthermore, anecdotal evidence suggests that pooling arrangements are vital 
supporting measure for effective effort coordination, in which case having both of these two 
measures rather than only either  one may be the key for successful Þshery comanagement.  We 
test this hypothesis with two sets of data.  One is Japan's Þshery census, which was published by 
the government and offers a large sample size but lacks information on effort coordination.  
Another is data from a survey designed and conducted by the authors to supplement the 
information on effort coordination and other self-imposed regulations.  Our results show that (1) 
merely establishing comanaging groups such as FMOs has limited effect; (2) FMOs that establish 
pooling arrangements earn greater revenue from their Þshing efforts, particularly when such 
pooling arrangements are combined with effort-coordination; and (3) pooling arrangements and 
effort coordination coupled with marketing activities result in the greatest revenue.

Uchida, Hirotsugu
How can Þshery comanagement groups enhance economic performance?  Hints from Japanese 
coastal Þsheries management
Hirotsugu Uchida and James E. Wilen
Davis University of California, Department of Agricultural and 

Resource Economics
2007 51 p.

Fisheries -- 
Economic aspects

Selected paper prepared for presentation at the American Agricultural Economics Association 
Annual Meeting, Portland, Oregon, July 29-August 1, 2007.

Lybbert, Travis J.
Costly measures vs. 'unconscionable' proÞts
Travis J. Lybbert
2005

Gasoline

Electronic location:  www.palmbeachpost.
com/opinion/content/opinion/epaper/2005/11/10/m23a_lybbert_1110.html  From: The Palm 
Beach Post (OP-ED) (November 10 2005)
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     Income polarization directly affects monopoly pricing and proÞts when a monopolist cannot 
segment markets.  When income and price elasticity of demand are negatively correlated, 
increasing income disparity ultimately leads the monopolist to target the rich at the exclusion of 
the poor.  This paper uses a simple model to demonstrate how income polarization, as distinct 
from income inequality, affects monopoly price and proÞt in such a situation.  Without income 
polarization, price increases and proÞt decreases with income disparity when the monopolist 
targets the rich.  With income polarization, price increases sharply and proÞt increases with 
income disparity when the monopolist targets the rich.  Preliminary evidence suggests that 
pharmaceutical prices may indeed increase with polarization.

Lybbert, Travis J.
Polarization and pricing to the rich
Travis J. Lybbert
2007 6 p.

Income

From: Applied Economics Letters 14:389-394, 2007.

     Citrus canker was established in Florida in the 1990s.  The disease causes losses of yield and 
closure of some export markets.  The U.S. government introduced an eradication policy in which 
growers are required to remove infected trees and receive compensation payments for doing so.  
Recent hurricanes have spread the disease and re-established it.  This chapter examines the 
economic impacts of citrus canker in oranges and the eradication policy in Florida, taking into 
account the relationship between costs and beneÞts of eradication and the spatial and dynamic 
aspects of infestation.  We evaluate both the costs of the disease and the beneÞts from eradication.
In this evaluation we consider the implications of a future hurricane, which spreads citrus canker, 
for the decision about whether to adopt a strategy of eradicating initially, or after the hurricane, or
both.  We Þnd that producers as a group beneÞt from both the disease and the eradication 
program, but at the expense of taxpayers, consumers and the nation as a whole.  Producers beneÞt
at the expense of consumers because both the disease and the policy to eradicate it reduce supply 
and drive up the price and gross value of production.  Producers also beneÞt at the expense of 
taxpayers, who pay to compensate them for their losses for having to remove trees under the 
eradication policy.

Hurricanes and invasive species : the economics and spatial dynamics of eradication policies
Albert K. A. Acquaye, Julian M. Alston , Hyunok Lee and Daniel A. Sumner
2005 15 p.

Invasive species

Presented by A. K. A. Acquaye at the Frontis workshop on the "Economics of Plant Health" in 
Wageningen, The Netherlands, June 1-3, 2005.  From:  Proceedings of the Frontis Workshop on new
approaches to the economics of plant helth, Wageningen, The Netherlands, June 1-3, 2005 / Alfons
G. J. M. Oude Lansink, editor, p. 101-116.

     We evaluate the performance of foreign-owned versus domestic Þrms, and the spillover effects
of industry foreign share for Þve transition economies namely Poland, Moldova, Tajikistan, 
Uzbekistan, and the Kyrgyz Republic.  We Þnd higher productivity, capital intensity, export and 
import shares, employment, and wages for Þrms with foreign ownership.  Further, we Þnd that 
industry presence of foreign afÞliates of multinational Þrms leads to performance improvements 
for domestic Þrms; that is, spillovers from foreign Þrms beneÞt domestic Þrms in these transition 
economies.

Mahmut, Yasar
Firm performance and foreign direct investment : evidence from transition economics
Yasar Mahmut and Catherine J. Morrison Paul
2007 12 p.

Investments, 
Foreign

From: Economics Bulletin 15(21):1-11, 2007.

Blank, Steven C.
What should / could food animal agriculture look like in 2020?
Steven C. Blank
2007 19 p.

[Livestock]

Chapter in Future trend in animal agriculture / Richard Reynnells, editor. Washington, D.C. : 
United States Department of Agriculture, 2007, p. 3-21. (Location: Livestock)
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Saitone, Tina L.
The implications of marketing-order quality regulations in a free-trade environment
Tina L. Saitone and Richard J. Sexton
Davis University of California, Department of Agricultural and 

Resource Economics
2007 38 p.

Marketing orders 
and agreements

Selected paper prepared for presentation at the American Agricultural Economics Association 
Meeting, Portland, Oregon, July 29-August 1, 2007.

     The share of raw milk meeting ßuid quality (Grade A) standards in the United States rose 
steadily through the latter half of the twentieth century, but a shrinking portion of that was used in
ßuid products.  Grade A milk exceeds the quality standards for the manufactured products for 
which it has been increasingly used.  We present an econometric model that exploits regional and 
temporal variation in policy implementation to identify the effect of marketing orders on the Grade
A share of milk.  Results support the hypothesis that marketing orders signiÞcantly encouraged 
the growth in the Grade A share of milk.

Balagtas, Joseph V.
Effects of milk marketing order regulation on the share of ßuid-grade milk in the United States
Joseph V. Balagtas, Aaron Smith  and Daniel A. Sumner
2007 13 p.

[Milk]

In: American Journal of Agricultural Economics 89(4):839-851, November 2007. (Location:  Pds)

Lybbert, Travis J.
Empirical approaches for assessing land tenure constraints on value chains in Morocco
Travis J. Lybbert
Morocco USAID Morocco, OfÞce of Economic Growth
2007 22 p.

Morocco -- 
Agriculture

Draft.  Prepared for USAID project Integrating Agriculture and Agribusiness.

     The popular Mediterranean diet features many products that are produced extensively in 
California.  Some California commodity groups are already emphasizing links to the diet through
promotion and research efforts.

Carman, Hoy F.
Marketing a Mediterranean diet : some issues and opportunities
Hoy F. Carman
2007 4 p.

[Nutrition]

In: Agricultural and Resource Economics Update 10(6):5-8, July-August 2007.  (Location:  
Agriculture -- Economic aspects (Pds))

     This publication quantiÞes the current size and growth of the organic industry in California in 
terms of acres, farm gate sales and number of growers statewide and by commodity, commodity 
group, county, and region based on CDFA registration data from 1999-2005.

Klonsky, Karen
Statistical review of California's organic agriculture : 2000 - 2005
Karen Klonsky and Kurt Richter
Davis University of California, Agricultural Issues Center
2007 33 p.

Organic farming -- 
California
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This article uses the seemngly promising case of Morocco's argan oil to assess the value of patent 
disclosure requirements (PDRs) as a policy instrument aimed at improving the sharing of 
biodiversity beneÞts.  After introducing the disclosure requirements debate and discussing 
relevant features of the argan oil case, I constuct a simple counterfactual by asking:  "How would 
PDRs have changed beneÞt sharng in the argan oil case?"  From this case, three practical 
considerations emerge that shed a realistic, if cautious, light on the marginal value of PDRs as a 
beneÞt sharing mechanism:  (1) PDRs require an accompanying national biodiversity regime but 
their relative value is inversely proportional to regime strength (2) PDRs should be assessed based
on the additional compliance incentives they provide and median, not blockbuster, patent values 
and (3) the alternative to no PDRs and no regime is not zero beneÞts.  While these considerations 
are inherently country-speciÞc, PDRs should generally be assessed at the margin rather than in 
vague conceptual and aggregate ways.

Lybbert, Travis J.
Patent disclosure requirements and beneÞt sharing : a counterfactual case of Morocco's argan oil
Travis J. Lybbert
2007 8 p.

Patents

From: Ecological Economics 64:12-18, 2007.

     This study used the winter pear industry to illustrate some of the impacts of retail consolidation
involved in the continuing market transformation experienced by the fruit and vegetable 
industries in California.  Buyer market power used by retailers appears to be modest, but has been
growing over the last 20 years.

Butler, L. J. (Bees)
Market power in the northwest D'Anjou pear industry : implications for California agriculture
Leslie Butler and Adam McCarthy
2007 3 p.

[Pears]

In: Agricultural and Resource Economics Update 11(1):8-10, September-October 2007. (Location:  
Agriculture -- Economic aspects (Pds))

     This paper estimates a dynamic model of the world oil market and tests whether OPEC 
countries colluded and whether non-OPEC countries behaved oligopolistically over the period 
1970 - 2004.  The model generates estimates of the shadow price of the resource with minimal 
functional form assumptions.  Results support oligopolistic behavior among non-OPEC producers
and collusion among OPEC producers except in the last 15 years.  The shadow price does not rise
monotonically, which is evidence for stock effects in extraction costs.  The recent rise in the shadow
price reßects the rising economic scarcity of oil.

Lin, C.-Y. Cynthia
Estimating and testing a dynamic model of OPEC and non-OPEC
C.-Y Cynthia Lin
2007 11 p.

Petroleum

Electronic location:  www.usaee.
org/usaee2007/submissions/OnlineProceedings/Lin_OPEC_paper.pdf  In:  Developing and 
delivering affordable energy in the 21st century. 27th USAEE/IAEE North American conference 
online proceedings, 2007.
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     Petroleum production involves dynamic and strategic decision-making.  This paper describes 
our research modeling, estimating and analyzing the efÞciency of the decisions of petroleum-
producing Þrms in the Gulf of Mexico and Alaska, and examining the impact of government policy
on these decisions.  In the Gulf of Mexico, inefÞciencies may arise when individual petroleum-
producing  Þrms make their exploration and development investment timing decisions, as positive
information externalities and negative extraction externalities may lead them to interact 
strategically with Þrms owning neighboring tracts of land.  To empirically analyze these 
externalities and assess the effects of federal leasing policy, a structural econometric model of the 
Þrms' multi-stage investment timing game is developed and estimated.  In Alaska, the efÞciency of
petroleum production may be inßuenced by tax and leasing policies and contract structures.  Our 
research investigating the effects of institutions and government policy on how energy Þrms make
strategic decisions is important for several reasons.  First, our work examines and quantiÞes the 
sources of existing inefÞciencies in energy markets.  Second, our examination of how institutions 
and policy affect the degree of strategic interaction and the extent of the inefÞciencies will enable 
us to design institutions and policy that lead to socially desirable outcomes that incorporate such 
socially desirable objectives as efÞcient petroleum production, environmental protection, energy 
security, and the desire to transition to alternative sources of energy.

Lin, C.-Y. Cynthia
Government leasing policy and the multi-stage investment timing game in offshore petroleum 
production
C-Y Cynthia Lin and Wayne W. Leighty
2007 17 p.

Petroleum

Electronic location:  http://www.usaee.org/usaee2007/submissions/OnlineProceedings/2043-
govt_policy_multistage_oil_investtiming_lin_leighty_usaee2007_paper_0708.pdf  In:  Developing 
and delivering affordable energy in the 21st century. 27th USAEE/IAEE North American 
conference online proceedings, 2007.

Hardesty, Shermain D.
Enhancing producer returns : the United Potato Growers Association
Shermain D. Hardesty
2007 6 p.

[Potatoes]

In:  Selected topics : beating the odds : reducing market risk for specialty crops / Shermain D. 
Hardesty, editor. Oakland, CA: University of California, Division of Agriculture and Natural 
Resources, 2007, p. 29-34. (Location: Risk)

     We adapt a biogeochemical model of an agroecosystem to account for optimal economic 
behavior on the part of agricultural producers.  Two institutional management regimes are 
considered:  one in which a representative producer does not account for stock pollution caused by
use of agricultural inputs, and one in which the externality is internalized.  Comparative statics of 
the steady state of the former problem are analyzed in order to gain insight into the effects of 
potential policy and technological changes.  Results show that a more realistic ecosystem 
component that includes nutrient cycling can qualitatively change optimal management practices 
relative to a one-state representation, potentially rendering systems 'unsustainable' under some 
criteria and leading to policy instruments that exacerbate, rather than mitigate, external damages 
or the resource base.  Moreover, the qualitative effect of changes in model parameters are not 
necessarily uniform across different agricultural systems, implying that a prescription for the so-
called 'sustainable' management under one system may have unintended consequences under 
another system.

Bond, Craig A.
Agroecosystem modeling and optimal economic decisions : implications for sustainable 
agriculture
Craig A. Bond and Y. Hossein Farzin
2007 22 p.

Production 
economics

Online journal.  Electronic location:  http://www3.interscience.wiley.com/cgi-
bin/abstract/114297436/ABSTRACT  From: Optimal Control Applications and Methods (July 30, 
2007)
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     Productivity growth may be affected particularly for developing countries by international 
linkages or technology transfer.  We evaluate relationships between productivity and FDI, exports,
imports and licensing for Turkish manufacturing plants in the apparel, textiles, and motor vehicles
industries.  We assess performance premia associated with these international technology transfer
channels that control for plant size estimated alternatively by quantile regression and semi-
parametric techniques to recognize plant heterogeneity and to accommodate simultaneity and 
selection issues.  Overall, we Þnd that productivity is most closely related to foreign ownership, 
especially for larger plants and in combination with other forms of technology transfer, followed 
by exporting and then licensing.

Yasar, Mahmut
International linkages and productivity at the plant level : foreign direct investment, exports, 
imports and licensing
Mahmut Yasar and Catherine J. Morrison Paul
2007 16 p.

Production 
economics

From: Journal of International Economics 71:373-388, 2007.

     Spatial-dynamic processes in renewable resource economics pose difÞcult conceptual, 
analytical, empirical, and institutional challenges that are distinct from either spatial or dynamic 
problems.  We describe the challenges and conceptual approaches using both continuous and 
discrete depictions of space and summarize key Þndings.  Using a metapopulation model of the 
Þshery and simulated economic and ecological data, we show that it is possible in certain 
circumstances to recover both biological and economic parameters of a linked spatial-dynamic 
system from only economic data.  We illustrate the application empirically with data from the Gulf
of Mexico reef-Þsh Þshery.  We conclude with a discussion of key policy and institutional design 
involved in managing spatial-dynamic systems.

Smith, Martin D.
The economics of spatial-dynamic processes : applications to renewable resources
Martin D. Smith, James N. Sanchirico and James E. Wilen
Washington, D.C. Resources for the Future
2007 54 p.
Discussion paper ; RFF DP 07-27-REV

Renewable natural 
resources

Selected topics : beating the odds : reducing market risk for specialty crops
Shermain D. Hardesty , editor
Oakland University of California, Division of Agriculture and Natural 

Resources
2007 50 p.

Risk

With United States Department of Agriculture, Risk Management Agency

     Economists frequently focus on correlations between wealth and risk preferences but rarely 
observe the probabilities needed to test this relationship empirically.  These unobserved 
probabilities are typically estimated via proÞt or production functions conditioned on wealth 
correlates, which may leave statistical Þngerprints on subsequently-estimated risk aversion 
coefÞcients and confound correlations between wealth and risk preferences.  Using data from an 
experiment with observable probabilities, we compare risk aversion coefÞcients based on true 
probabilities with those based on probabilities estimated using standard approaches and show 
how estimated probabilities can change risk aversion coefÞcients substantially and introduce 
spurious correlation between risk aversion and wealth.

Lybbert, Travis J.
Is risk aversion really correlated with wealth?  How estimated probabilities introduce spurious 
correlation
Travis J. Lybbert and David R. Just
2007 16 p.

[Risk]

In: American Journal of Agricultural Economics 89(4):964-979, November 2007. (Location:  Pds)
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     While there have been several similarities between the development of cropping systems in 
Australia and California (including climate, the need for irrigation and very diverse, highly 
specialised crop rotations), the historical patterns of conservation tillage development, in the two 
regions have been quite different.  Current estimates indicate that conservation tillage (CT) 
practices are used on less than 2% of annual crop acreage in California's Central Valley.  Tillage 
management systems have changed relatively little since irrigation and cropping intensiÞcation 
began throughout this region, more than 60 years ago.  The University of California (UC) and the 
United States Department of Agriculture (USDA) Natural Resource Conservation Service (NRCS)
CT Workgroup is a diverse group of UC, NRCS, farmer, private sector, environmental group and 
other public agency people.  It has provided wide-ranging services aimed at developing 
information on reduced tillage alternatives for California's production valleys.  In a short span of 7
years, the CT Workgroup has grown to over 1000 members and has conducted over 60 
demonstration evaluations of CT systems.  While CT is still quite new in California, a growing 
number of farmers has become increasingly interested in it, for both economic and environmental 
reasons.  They are now pursuing a wide range of activities and approaches aimed at developing 
sustainable CT systems.  As successful CT systems continue to be demonstrated, the rate of 
adoption is expected to increase.

Adoption of conservation tillage in California : current status and future perspectives
J. P. Mitchell, K. Klonsky , A. Shrestha, R. Fry, A. DuSault, J. Beyer and R. Harben
2007 6 p.

Soil conservation

From: Australian Journal of Experimental Agriculture 47:1383-1388, 2007.

     There remains controversy over whether the empirical curve relating intertemporal commodity
price spreads and stocks, originally drawn by Holbrook Working in 1933 (i.e., the Working curve),
is a valid stylized fact in commodity markets.  The core of the controversy is the portion of the 
curve representing commodity stocks under backwardation.  In this article we analyze the original
data used by Working plus more disaggregated numbers.  We Þnd that the Working curve is 
indeed valid.  The diversity of stockholders and different stockholding motives most likely explain
the empirical Working curve relationship.

Carter, Colin A.
The Working curve and commodity storage under backwardation
Colin A. Carter and Cesar L. Revoredo Giha
2007 9 p.

[Storage]

In: American Journal of Agricultural Economics 89(4):864-872, November 2007. (Location:  Pds)

Bond, Craig A.
Estimating agricultural pollution abatement costs at the plot level using experimental data : a 
maximum entropy approach
Craig A. Bond and Y. Hossein Farzin
2007

Sustainable 
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From: SEIN Environmental Impacts of Business 1(43), 10-29-2007.
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     This paper takes sustainability to be a matter of intergenerational welfare equality and examines
whether an optimal development path can also be sustainable.  It argues that the general "zero-net-
aggregate-investment" condition for an optimal development path to be sustainable in the sense of
the maximin criterion of intergenerational justice is too demanding to be practical, especially in the
context of developing countries.  The maximin criterion of sustainability may be more appealing to
the rich advanced industrial countries, but is too costly and ethically unreasonable for developing
nations as it would act as an intergenerational "poverty equalizer".  The paper suggests that a 
compromise development policy that follows the optimal growth approach but adopts certain 
measures to mitigate the intergenerational and intragenerational welfare inequalities may better 
serve these countries.  Some of the principal elements of such a policy are highlighted.

Farzin, Y. H.
Sustainability and optimality in economic development : theoretical insights and policy prospects
Y. Hossein Farzin
Milan, Italy Fondazione Eni Enrico Mattei
2007 27 p.
Nota di Lavoro 89.2007

Sustainable 
development

Electronic location:  http://www.feem.it/Feem/Pub/Publications/WPapers/default.htm, or http:
//ssrn.com/abstract=1004637

Lin, C.-Y. Cynthia
California's gasoline tax
C.-Y Cynthia Lin
2007 4 p.
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In: Controller John Chiang. California State Controller's OfÞce. Summary analysis 1(7):5-8, 
September 2007 summary analysis.

     We use data on four years of processing tomato deliveries to a single California plant to answer
the following two questions:  Do growers respond to price incentives?  If so, how do incentives 
interact when incentives are offered for more than one quality attribute?  Because of the biological 
relationships governing tomato quality and production, we expect there to be interactions among 
the choice of incentives, but the nature of the interactions will also be inßuenced by growers' 
proÞt-maximizing behavior, which in turn is affected by the incentives offered by the processor.  In
order to address our questions, we examine the interactions between the premiums for two 
important processing tomato quality attributes:  limited use tomatoes and material other than 
tomatoes.

Alexander, Corinne
Effects of price premiums for multiple product attributes on product quality : California 
processing tomatoes
Corinne Alexander, Rachael E. Goodhue and Sandeep Mohaptra
Davis University of California, Agricultural Issues Center
2006 7 p.
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     We evaluate the impacts of enhanced transportation systems on property values for U.S. 
manufacturing Þrms, allowing for higher-order spatial error correlation.  We use a state-level 
model of production cost and input demand that recognizes the productive contribution of public 
transportation infrastructure stocks.  Our Þndings include signiÞcant impacts on property shadow
values and input composition from both public highway and airport investment.  We also Þnd that
these effects have a spatial dimension that depends on the proximity of the transport system; at 
least one and as many as three spatial error lags are signiÞcant in our estimating equations.  
Further, recognizing production growth from transportation system improvements augments the 
associated incentives for private capital investment.

Cohen, Jeffrey P.
The impacts of transportation infrastructure on property values : a higher-order spatial 
econometrics approach
Jeffrey P. Cohen and Catherine Morrison Paul
2007 22 p.

Transportation

From: Journal of Regional Science 47(3):457-478, 2007.

     Real values per acre of farmland show that California's agricultural sector has performed better
economically than sectors in other leading agricultural states.  Nevertheless, urban inßuences on 
farmland values are a national phenomena that make it difÞcult to evaluate local agricultural 
competitiveness.

Blank, Steven C.
Farmland values as an indicator of regional economic performance?
Steven C. Blank
2007 4 p.

[Value]

In: Agricultural and Resource Economics Update 10(6):1-4, July-August 2007. (Location:  
Agriculture -- Economic aspects (Pds))

     Policymakers, managers of water use associations, and many others in developing countries are
considering policy actions that will directly or indirectly change the costs and availability of 
groundwater and surface water for agricultural users.  While in many cases such actions may bring
about welcomed increases in water use efÞciency, little is known about the likely effects of changes
in irrigation costs or water access on farmer behavior, or on farmer incomes in the short or long 
runs, and virtually nothing is known about the detailed immediate or knock-on effects on water 
resources that such policy actions might cause.  This paper reports the preliminary results of 
research aiming to Þll these large scientiÞc gaps by developing a detailed hydrologic model and a
detailed economic model of agriculture in the context of the Buriti Vermelho (BV) sub-catchment 
area of the S‹o Francisco River Basin in Brazil... The paper concludes by discussing next steps in 
research and policy simulations.

A detailed hydro-economic model for assessing the effects of surface water and groundwater 
policies : a demonstration model from Brazil
Marco P. Maneta, Marcelo Torres, Richard Howitt , Stephen A. Vosti  and Wesley W. Wallender, 
with Luis H. Bassoi, Lineu N. Rodrigues and Julie A. Young
Davis University of California, Department of Agricultural and 

Resource Economics
2007 46 p.

Water policies

Selected paper prepared for the American Agricultural Economics Association annual meeting, 
Portland, Oregon, July 29-August 1, 2007.

Structure and power in multilateral negotiations : an application to French water policy
Leo Simon, Rachael E. Goodhue, Gordon C. Rausser, Sophie Thoyer, Sylvie Morardet and Patrick 
Rio
Davis University of California, Giannini Foundation of Agricultural 

Economics
2007 46 p.
Giannini Foundation monograph ; 47
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     Risk and reliability dominate water supply discussions in the arid western United States.  In the
past, water managers built additional storage to mitigate supply risk.  The optimal, least expensive
storage sites have now been taken, and there are strong, environmental objections to new facilities.
Reliability of existing supplies is further diminished due to concerns about endangered species and
global climate change.  Thus water agencies increasingly turn to contractual mechanisms such as 
dry-year options to manage supply risk in advance of need.  However, although a few water 
agencies across the West have implemented dry-year options, sufficient data for conventional 
econometric analysis do not yet exist.  We thus utilize experimental economics to analyze the effect
of annual dry-year options on water markets.  How do market structure (competitive versus 
market power) and option contract availability affect water price and allocation within a market?
Experiment participants trade stochastic realizations of water in a non-uniform double auction 
parameterized to resemble the California water market.  We find that realized gains from trade are
on average higher when options can be traded, by 11% in competitive markets and by 21% in 
dominant buyer markets.  Findings in this analysis may assist policymakers in preparing for the 
next multi-year drought in California.

Valuing options in California water markets : a laboratory investigation
Kristiana Hansen, Jonathan Kaplan, Stephan Kroll and Richard Howitt
Davis University of California, Department of Agricultural and 

Resource Economics
2007 32 p.
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     Temporal climate risk weighs heavily on many of the world's poor.  Model-based climate 
forecasts could beneÞt such populations, provided recipients use forecast information to update 
climate expectations.  We test whether pastoralists in southern Ethiopia and northern Kenya 
update their expectations in response to forecast information.  The minority of herders who 
received these climate forecasts updated their expectations for below normal rainfall, but not for 
above normal rainfall.  This revealed preoccupation with downside risk highlights the potential 
value of better climate forecasts in averting drought-related losses, but realizing any welfare gains
requires that recipients strategically react to these updated expectations.

Bayesian herders : updating of rainfall beliefs in response to external forecasts
Travis J. Lybbert , Christopher B. Barrett, John G. McPeak and Winnie K. Luseno
2006 17 p.
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Also published as Cornell University, Depaprtment of Applied Economics and Management 
working paper.  Electronic access:  http://papers.ssrn.com/sol3/papers.cfm?abstract_id=717587.
From: World Development 35(3):480-497, 2007.

Martin, Philip L.
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