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Questions:

1. Can organic and conventional dairy production be treated
as having unique technologies?

2. How do measures of technical efficiency compare when
computed against the appropriate technology versus a
meta-frontier?

Contributions:

1. Handles self-selection into organic using selection on
observables (PSM)

2. Formal test of organic and conventional technologies after
controlling for selection

3. Comparison of efficiency results with and without
appropriate technological frontiers

Methods (conceptual)

SFA

normal distribution of error term and half-normal
distribution of inefficiency

heteroscadasticity in both (using different exogenous
parameters)

reference Hadri, German, and Whittaker (2003)



Note that they write out the log-likelihood function given
their parametric assumptions and the measure of technical
efficiency.

Cobb-Douglas production function

Propensity Score Matching: self-selection into organic
production

Might be concerned that estimated differences in
technology are actually capturing differences in the
characteristics of operators who choose to opt into
organic farming.

propensity score matching is a selection-on-observables
approach to handling endogenous regime selection

the main limitation to PSM is that we cannot select on
unobservables, the authors address this limitation at the
bottom of pg. 184

final model is a three step procedure:

(1) probability model - they use Probit

(2) match each organic farm to probability neighbors - they
use single nearest neighbor, so that each organic farm is
compared with one conventional farm and this is the farm
with the nearest p(organic) value given their observable
characteristics.

(3) SFA using remaining in-sample observations.

Why do we have N=137 for the matched conventional farms?

What do we see when we compare means in the variables used in the profit
analysis?



How do SFA results compare after PSM compared with before? (Is this
what you would expect?)





Final take-aways:

Lohr, L. & Park, T.A. (2006)

Questions:

1. What factors affect the technical efficiency of organic
farmers?

2. In particular, do access to soil-improving inputs and
producer experience have a significant effect on technical
efficiency?

Contributions:

1. ?? Not very clear…

Methods

translog SFA, why translog?

includes inputs and weather covariates that are treated as
inputs - does this seem correct? What might be an alternative
way to include the weather parameters?

I still can’t figure out what specification they are using - I think
just corrected OLS though? Definitely no heterogeneity

Compare new and experienced farmers using separate
technologies. In a similar vein to the previous paper, what
would have been one simple extension here to provide more
compelling results?




