
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


The	Impact	of	the	Agglomeration	Bonus	on	the	Land	Conservation:	

An	Optimal	Stopping	Model	Approach	

	

	

	

Yujie	Lin	

Department	of	Agricultural	and	Resource	Economics,	University	of	Maryland	

ylin1214@umd.edu	

	

	

	

	

	

Selected	Poster	prepared	for	presentation	at	the	2018	Agricultural	&	Applied	Economics	Association	
Annual	Meeting,	Washington,	D.C.,	August	5-August	

	
	
Copyright	2018	by	Yujie	Lin.	All	rights	reserved.	Readers	may	make	verbatim	copies	of	this	document	for	
non-commercial	purposes	by	any	means,	provided	that	this	copyright	notice	appears	on	all	such	copies.		



			
The	Impact	of	the	Agglomera1on	Bonus	on	the	Land	Conserva1on:	An	Op1mal	Stopping	Model	Approach	

	

Yujie	Lin						
Department	of	Agricultural	and	Resource	Economics,	University	of	Maryland						ylin1214@umd.edu	

Introduc1on	
§  Agglomera@on	 bonus	 (AB)	 payment	 scheme	 was	 recently	

proposed	 to	 priva@ze	 the	 spa@al	 externality	 of	 land	
conserva@on.	

§  AB	 consists	 of	 two	 payments:	 1)	 par@cipa@on	 payment;	 2)	
connec@vity	bonus	paid	when	the	enrolled	patch	is	adjacent	
to	the	conserved	patches.	

§  Most	literatures	use	the	net	present	value	rule,	which	treats	
landowners	as	myopic.	

§  This	 paper	 uses	 the	 op@mal	 stopping	 model	 to	 frame	 the	
landowner’s	 decision	 and	 inves@gates	 the	 impact	 of	 AB	 on	
land	conserva@on.	

	

Objec1ves	
§  What’s	the	difference	between	the	op@mal	stopping	

model	and	the	net	present	value	model	for	land	
conserva@on?	

§  How	does	the	land	connec@vity	metric	in	AB	affect	
the	landowner's	decision?	

§  How	does	the	opportunity	cost	affect	the	AB’s	impact	
on	land	conserva@on?	

The	Op1mal	Stopping	Model	

Vit ( pit ) = maxxit
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∑
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∫

The	Reserva@on	Price	

Three	Algorithms	for	Costs	

Simula1on	Results	

Conclusions	
§  Unlike	 the	 net	 present	 value	 rule,	 the	 op@mal	 stopping	

model	 assumes	 that	 landowners	 are	 forward-looking.	 The	
reserva@on	price	increases	as	the	farming	income	increases,	
and	 the	 wai@ng	 @me	 becomes	 longer	 as	 the	 reserva@on	
price	increases.	

§  In	 terms	 of	 connec@vity	matric,	 higher	 connec@vity	 weight	
and	shorter	connec@vity	length	will	lead	to	a	more	clustered	
conserva@on	configura@on.		

§  The	 final	 conserva@on	 configura@on	 is	 also	 affected	 by	 the	
distribu@on	of	costs	(or,	land	quality).	

§  The	 mean-preserving	 spread	 in	 offer	 price	 will	 raise	 the	
farmer's	 reserva@on	 price	 and	 slows	 down	 the	 land	
conserva@on	process.		

§  The	op@mal	stopping	model	derived	in	this	paper	provides	a	
theore@cal	 background	 for	 using	 the	 dura@on	 model	 to	
study	the	landowner's	conserva@on	decision.	
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