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"The prIce at which the market demand curve and 
market-supply curve mtersect IS a market clearmg 
price at which buyers,and sellers are satisfied such 
that no economic forces are engaged to change the 
price" In their economics classes, multitudes of 
economics students have heard thlS exp]anatlOn of 
price determmatlOn Although this explanatIOn IS 

I' 
( 

correct and It generically desCrIbes the mteractlOn of 
market forces 10 determmmg prices, a student who 
tries to apply It to predict a price 10 a particular 

I 
I: 

market qUickly recogmzes ItS limits Where are the 
market demand curve and the market supply curve 
the mstructor so easily sketched? Where IS the 

I 
market where these forces mteract? 

The gap hetween the theoretically sound explanatIOn 

I 
of prIce determmatlOn on textbook supply and de­
mand schedules and the explanation of price deter­

" 
mmatlOn as actual markets that represent not only 

\ different products but also the same product with 
dlffermg time, space, and form attributes has always 
been Imperfectly brIdged Both articles 10 this Issue 
address the Issue of prIce determmatlOn 10 a par­
ticular market 

In the lead article, Plato addresses the prlcmg of 
AmerIcan optIOns on commodity futures contracts 
Recogmzmg that questIOns Will lOevltably arise 
about whether the market price of these recently 
permitted mstruments hes above or below their real 
economIc value, Plato deSCrIbes a numerIcal pro­
cedure which prOVIdes unbIased estimates of the 
premIUms for these contracts by accountmg for the 
value of early optIOn exercise 

In the followmg artIcle, Brorsen, Grant, and Chavas 
IOvestigate price d,scovery for rIce byproducts and 
conclude rice byproduct prIces may be more mfluenced 
by shtlts 10 their demand than shIfts 10 their supply 

In the Research ReVIew, Schertz returns us to com­
modity optIOns contracts and explores the relatIOn­
ship between the role of agricultural commodity op­
tIOns and Government price, supports 10 transferrmg 
prIce rIsks from producers to a broader group 10 

society, and Trechter reviews a set of writings, 
RtSk Management m Agnculture 

GERALD SCHLUTER 

Best Article Award 

" The ERS Admmlstrator's Award for the best article 10 Agncultural Econom.cs 
Research for the pubhcatlOn year endmg AprIl 1984 went to Laura A Blanclfortl, 
formerly of the NatIOnal Economics DIVISIOn She was honored at a ceremony on 
February 12, 1985, for her excellence 10 creative economiC analYSIS and commu­

, mcatlOn 10 her article, "The Almost Ideal Demand System A ComparIson and Apph­
I cation to Food Groups" 
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