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Cross—sectional analyses, such as this, imply that the increase in
wheat yields would be “instantanecus“. In fact., there may be a delay
of one or perhaps two seasons.

Thase differences suggest a siight amendment to the Van Kooten/Furtan
hypotheses., Stewardship is one of the reported motives in
recognising a problem, but economics is the reason for resolving it.

our £ield experlence suggests that this result may rsflect
landholders age, rather than poor experienca with previous
agreements. Landholders who had previous agreementz (BPAG = 1) are
more likely to be older and so perhaps less likely to invest in the
future through soll conservaticn.
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Personal factors
Personal motivation,

parsonal characteristics,

Hanagement skill,
Knowladge, etc.

1 Perception
of land condition
N

Land factora
Condition,
Characteristics such
as slope, water
runcff, and soll
type, etc.

of a prohlem worth

trying to resolve
N

Beopomic factors
Bxisting cutput levels,

Cost of treatwment,
Potantial yield
increases, etc.

Decision
to resolve
the problem

1

Institutional factors
Programses of
agsistance, Parmer's
knowledge of
prograxmes. stc.

Figure 1 Three stages in the process of adoption of soil conservation

practices.
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The basic framework for estimation of Profitability has been Summariseq

NV = (discounteq value of yield increages) ~ (discounteg value of
the cost of consesvation works) - (net cost of any chariges
in practices)

IS AR T,

Farmers in the study area follow substantially the same crop S

PR
Production techniques with or without the conservation works, so the last g{:
Ltem in the equation is effectively zero. The cost of conservation works LS
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Per hectare per farm i8 of courge CCOST. Loecal experience suggests a
conservative works life at 12 years, 4f maintained at the level of one
haif of the original costs every four years.
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The yield increases can be eucimated from equation (15). since all of
the Fecommended works ars undertaken or none at all, the Yield incresse is
given by YING = 0.150 Ln (ccosr). Five per cent approximates the real
social rate of dizcount ang 10 Per cent iz a minimu estimate of a farmers
real opPortunity cost of capital. The net bresent values for the range of
values of coosr is now sumarised.

3

o ‘::

ey
G

T 5
f
by
o
IR LS
o ey

LA D -

Land Condition Net present values
as CcosT At At
$ per ha S_per cent 10 per cent

10 365.72 299,06
50 267.32 139.68
100 163.52 13.90
150 67.32 ~102.61

190 =-5.48 ~190,91
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The break-even land conditions, those with a net present value of $0,
arg tqgm#&ntnd by a CCOST of $187 at 5 per cent, and by $106 at 10 per
cent. The Eormer break-even boint would include 49 of the 50 properties,
while the latter would seill include 41 of them. Tha break-even land
condition for a discount rate of 20 per cent is represented by a ccosr of
approximately $61. ‘Iwenty-six proporties have CCOST levels lower than
this threshold, hence these 26 can be expected to earn a real rate of
return of 20 par cent -- a not-inconsiderable return.

The level of CCOST on the most-ezoded property is $190, only $3 per
hectare above the social threshold. For simplicity, potential increases
in land value at the end of the time horlzon were not assessad, ang
Several external benefits have not been valued. so it ®ay well be
socially efficient to undertake conservation works on all 50. There is
scme doubt whether owness of the nine most-eroded properties would

themselves be motivated to undertake the works bacause their £inancial
return is less than $0.
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