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58m1s SERF aevhmsiSeuifisuuseansnmanudswemnadenuiazmadaniagly
certainty equivalent (CE) iisufutisaniaiinnuliveuidssves@indula (range of value of risk

aversion coefficient)

A CE ‘uaqmuﬁamwias‘mqLﬁaﬂﬂzﬁuagﬁUﬂawué’uﬁuémaa EULLUUWaﬁGﬁ"uassaUsﬂmﬁ an
safinuiliveudss wasnansuwnuniadensiawiudy faaunsd (1)

Ux,r,) = [UGxr,) f(x)dx (1)
Tae@i U() e suwuuilaidusssauselond
r, Ao drmduiimwllveudes lnvegludie 7, G 7, .

x o wansuuvuwilauiug (Stochastic outcome)

A CE anansamlnain
CE(x,r,) =U(x,r,) (2)

Tunsfinunilsuuuuiteifuessayselen negative exponential gnideniduguuuuileddu
= ¢ a 4 o
aysaUsElonivngan Tneguunuuresiliiduriindandn aansouaaslaluaunisi (3)

U(w)=1-exp(-cw),c >0 (3)

ity A1 CE Tumsinwaseissdunnldanaunisi (@) uas (5)
Ux,r,) = (Fu ~ F[L- {fexp(r,x,) —exp(-rx, O} 1, (5 —x)br <7y <1y (@)
i

CE =-n{l-U(x,r,)}/r, (5)

aumae SerudwiineadasiunisimsiziuseBninnadnudes (aanatiah 2.2)

F(o) vanefis mnuunasiduvemansuwniitegldfuanunumsignity X (Cummulative
distribution function (CDF) of farm plan X)

G(e) wnefis mniasluvemansuuuiiaglasuanuaumsugniia Y (CDF of farm
plan Y)

F(x)k'(x|0) mnedia anuaziiuvesmansuwnuiiaglasunnuaunisugnive X neld
Hetfuessauseloviviia negative exponential 1ne# k(x|¢9) =5-e*
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G(y)k'(3|f) wneiis aruiasiiursmanauunufiarldSuTnuumsUgnity Y aneld

feiduessausleviivdia negative exponential Tl k(y|0) =5-e*

CE(x]9) vaneiia e Certainty Equivalent yaauunsUgniiy X meldiadidu
pssauselewtiniin negative exponential Tl k(xi@) = 5 -~ melutafiinuvouides
8N 6 € (—0,00)

CE(y|9) mnefia fin Certainty Equivalent YDIUHUNTUGNINY Y awlditaridu
assaUstloviiviia negative exponential Tagfi k( y|6’) = 5 — e ® melutiivianuveuides

FENIN 0 € (—0,0)

63



MANUINT 3 HANITIATIZY SERF

64



‘CDF Approximations

Start

End

Band Width
Kernel
Confidence
Level

Lower Quantile
Average

Upper Quantile

O 0O ~N O O AN e

LW W W N N NN N NN N NN R e e = e e

Organic
44398.783
123257.4
7044.3364

Gaussian

95.0%
49500.873
78944.208

110221.479
44398.783
45195.335
45991.886
46788.438
47584.990
48381.541
49178.093
49974.645
50771.196
51567.748
52364.300
53160.851
53957.403
54753.955
55550.506
56347.058
57143.609
57940.161
58736.713
59533.264
60329.816
61126.368
61922919
62719.471
63516.023
64312574
65109.126
65905.678
66702.229
67498.781
68295.332
69091.884

0.048
0.498
0.961
0.021
0.024
0.028
0.032
0.036
0.041
0.046
0.052
0.058
0.064
0.071
0.078
0.086
0.095
0.104
0.113
0.123
0.133
0.143
0.154
0.166
0.177
0.190
0.202
0.215
0.228
0.241
0.255
0.269
0.283
0.297
0.311

Conventional
38421.62
96992.21
5268.752

Gaussian

95.0%
42808.336
69109.119
94106.497
38421.617
39013.239
39604.861
40196.483
40788.105
41379.727
41971.349
42562.971
43154.594
43746.216
44337.838
44929.460
45521.082
46112.704
46704.326
47295948
47887.570
48479.193
49070.815
49662.437
50254.059
50845.681
51437.303
52028.925
52620.547
53212.170
53803.792
54395.414
54987.036
55578.658
56170.280
56761.902
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0.030
0.514
0.965
0.014
0.016
0.018
0.020
0.022
0.024
0.027
0.029
0.032
0.035
0.037
0.040
0.043
0.047
0.050
0.053
0.057
0.061
0.065
0.070
0.075
0.080
0.086
0.093
0.100
0.108
0.116
0.125
0.135
0.146
0.157
0.169



33
34
35
36
37
38
39
40
41
42
a3
a4
45
46
a7
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66
67
68
69
70
71
72
73
74
75
76

69888.436
70684.987
71481.539
72278.091
73074.642
73871.194
74667.746
75464.297
76260.849
77057.401
77853.952
78650.504
79447.055
80243.607
81040.159
81836.710
82633.262
83429.814
84226.365
85022917
85819.469
86616.020
87412572
88209.124
89005.675
89802.227
90598.778
91395.330
92191.882
92988.433
93784.985
94581.537
95378.088
96174.640
96971.192
97767.743
98564.295
99360.847
100157.398
100953.950
101750.501
102547.053
103343.605
104140.156

0.326
0.340
0.355
0.370
0.385
0.400
0.415
0.431
0.446
0.461
0.477
0.493
0.508
0.524
0.540
0.556
0.572
0.587
0.603
0.619
0.635
0.651
0.667
0.682
0.697
0.712
0.727
0.742
0.756
0.770
0.783
0.796
0.809
0.821
0.833
0.844
0.855
0.865
0.875
0.885
0.894
0.902
0.910
0.918

57353.524
57945.146
58536.769
59128.391
59720.013
60311.635
60903.257
61494.879
62086.501
62678.123
63269.746
63861.368
64452.990
65044.612
65636.234
66227.856
66819.478
67411.100
68002.722
68594.345
69185.967
69777.589
70369.211
70960.833
71552.455
72144077
72735.699
73327.322
73918.944
74510.566
75102.188
75693.810
76285.432
76877.054
77468.676
78060.298
78651.921
79243.543
79835.165
80426.787
81018.409
81610.031
82201.653
82793.275
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0.182
0.196
0.210
0.225
0.240
0.256
0.272
0.288
0.305
0.322
0.340
0.357
0.375
0.393
0.410
0.428
0.446
0.464
0.481
0.499
0.516
0.533
0.550
0.567
0.584
0.600
0.616
0.632
0.648
0.663
0.678
0.692
0.707
0.721
0.734
0.747
0.760
0.773
0.784
0.796
0.807
0.818
0.828
0.838



77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99
100

104936.708
105733.260
106529.811
107326.363
108122.915
108919.466
109716.018
110512.570
111309.121
112105.673
112902.224
113698.776
114495.328
115291.879
116088.431
116884.983
117681.534
118478.086
119274.638
120071.189
120867.741
121664.293
122460.844
123257.396

0.925
0.931
0.937
0.943
0.948
0.953
0.958
0.962
0.966
0.969
0.973
0.975
0.978
0.980
0.982
0.984
0.986
0.987
0.989
0.990
0.991
0.992
0.993
0.994

83384.897
83976.520
84568.142
85159.764
85751.386
86343.008
86934.630
87526.252
88117.874
88709.497
89301.119
89892.741
90484.363
91075.985
91667.607
92259.229
92850.851
93442473
94034.096
94625.718
95217.340
95808.962
96400.584
96992.206
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0.847
0.856
0.865
0.873
0.881
0.889
0.896
0.903
0.910
0.916
0.923
0.929
0.935
0.940
0.945
0.950
0.955
0.960
0.964
0.968
0.972
0.975
0.978
0.981



Stochastic Efficiency with Respect to A Function (SERF) Under a Neg. Exponential Utility Weighted

Neg. Exponential Utility Function Risk Premiums Relative to Organic
© 2006 Base Scenario
Base Alternative for Risk
Min RAC 0 1 = Neg. Exponential | Organic || Premiums
Max RAC 0.001254 1
ARAC TRUE U(x) = -exp(-ARAC*X)
Initial Wealth 0
a. Parameter
{Optional) Nult Overall:
b. Parameter
(Optional) Nult Average 73658.37
¢. Parameter
(Optional) Null Std. Dev.  16326.16
ARAC Organic Conventional ARAC Organic ~ Conventional
1 0 7894421  69,109.12 0 - -9,835.09
2 00001 7214558  65,097.17 0.0001 - -7,048.41
3  0.0001 66,751.01  61,186.45 0.0001 - -5,564.56
4  0.0002 6280006  57,590.56 0.0002 - -5,209.50
5 0.0002 59,894.42  54,574.94 0.0002 - -5,319.48
6  0.0003 57,701.30  52,206.25 0.0003 - -5,495.05
7 0.0003 56,004.02  50,383.01 0.0003 - -5,621.01
8  0.0004 54,661.97  48,968.30 0.0004 - -5,693.67
9 0.0004 53,580.80  47,849.48 0.0004 - 573133
10 0.0005 52,695.27  46,94585 0.0005 - -5,749.42
11 0.0005 51,959.23  46,201.65 0.0005 - -5,757.58
12 0.0006 51,339.38  45,578.21 0.0006 - -5761.17
13 0.0006 50,811.27  45,048.26 0.0006 - -5,763.01
14  0.0007 50,356.66  44,592.14 0.0007 - -5,764.52
15 0.0007 49,961.69  44,195.36 0.0007 - -5766.33
16 0.0008 49,615.69  43,846.97 0.0008 - -5768.72
17 0.0008 49,310.32  43,538.60 0.0008 - -5,771.72
18 0.0009 49,039.00  43,263.69 0.0009 - 577531
19 0.0009 48,796.46  43,017.06 0.0009 - -5779.40
20  0.0010 48,578.43  42,794.54 0.0010 - -5,783.89
21 0.0010 48,381.42  42,592.74 0.0010 - -5,788.69
22 0.0011 48,20259  42,408.87 0.0011 - -5793.72
23 0.0011 48,039.54  42,240.64 0.0011 - -5,798.90
24  0.0012 47,890.30  42,086.12 0.0012 - -5,804.18
25 0.0013 47,753.18  41,943.68 0.0013 - -5,809.50
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(519) (%) (flan3u)
2551 504 7,029.26 | 2,333,859
2552 532 6,949.56 2,394,650
2553 557 6,776.74 2,598,900
2554 633 8,377.16 3,249,600
2555 633 7,900.91 3,149,307
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(518) (13) (Alandu)
2551 202 2,605.25 467,834
2552 225 3,143.00 | 807,333
2553 215 6,071.75 723,303
2554 226 6,235.00 648,978
2555 | 227 6,266.00 640,916
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