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Brian Mondragón Jones: Welcome to the Applied Economic Perspectives and Policy 
podcast, a production of Oxford Journals and the Agricultural & Applied Economics 
Association. Today’s podcast features a discussion between Spiro Stefanou and Kathleen 
Segerson about an article in an upcoming issue of AEPP. If you are interested in reading 
the article or learning more about AEPP visit aepp.oxfordjournals.org.   

<Music> 

Spiro Stefanou:  Welcome to the Applied Economics Perspectives and Policy Podcast 
Series.  I'm Spiro Stefanou, managing editor of the Journal and professor of Agricultural 
Economics at Penn State University.  Today we focus on the recent featured article, 
When is Reliance on Voluntary Approaches in Agriculture Likely to be Effective, authored 
by Kathleen Segerson, UConn Alumni Association, distinguished professor of economics 
at the University of Connecticut.  I'm pleased to have Kathy Segerson with us today.  
Kathy, welcome to our podcast. 

Kathy Segerson:  Thanks for having me, Spiro. 

Spiro Stefanou:  Agriculture, like other production-related sectors of our economy, can 
be the focus of government policies aimed at limiting the negative spillovers, such as 
water pollution, mining contamination that arise from production activities.  Among the 
constellation of policies seeking to reduce these negative spillovers, there are two broad 
categories, voluntary and mandatory approaches.  You focus on these voluntary 
approaches in your article.  Today, we hope you can bring some clarity to an important 
policy challenge that can be an effective means to addressing the mitigation of the 
negative environmental spillovers of agricultural production.  So how about we start off 
with you giving us a broad overview of what constitutes a voluntary approach? 

Kathy Segerson:  Sure, I'd be happy to do that.  The term voluntary approach is really an 
umbrella term that covers a number of different types of approaches.  They all share the 
common characteristic that individuals or firms are undertaking activities designed to, say, 
in this case, promote environmental quality without any legal obligation to do so.  So that's 
really the defining feature here is that they're doing something voluntarily rather than as a 
result of a legal obligation.  But beyond that, there's quite a bit of variety and difference 
across different types of voluntary approaches that would be included under this broad 
umbrella category, and sometimes a categorization is used that includes the following 
three approaches.  The first would be what are sometimes referred to as unilateral 
initiatives, essentially activities that are undertaken by firms or individuals without any type 
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of government involvement at all.  The second is negotiated agreements where firms or 
individuals negotiate with the government over some kind of quid pro quo in terms of 
something they'll do in exchange for which they'll receive something, some kind of 
compensation or some concession from the government.  And the third would be what 
are called public voluntary programs, where essentially the government sets up a 
program, determines the conditions for participation, the eligibility for participation, and 
then invites different landowners, for example, or firms to participate in the program.  And 
just to give a couple of examples, the agriculture voluntary approaches typically fall under 
the first or the third category.  So as an example of a unilateral initiative within agriculture, 
if you have a farmer that, say, voluntarily without any form of cost sharing or payment 
from the government decides to adopt conservation tillage, that would be an example of a 
unilateral initiative.  Or if they decide to go organic and produce an organic product in 
response to consumer demand without any inducement from the government, that's an 
example of a unilateral initiative.  In contrast to that, something like the Conservation 
Reserve Program or the Environmental Quality Incentives Program set up by the US 
Department of Agriculture, those are public voluntary programs where the government 
essentially sets up a program, sets the terms of the program, invites participation by, in 
this case, landowners.  So there's a very active role for the government in the latter but no 
role for the government in the former.  And then just one other thing that's typically 
included under voluntary approaches-- and I mention this because it's something that's 
gotten a lot of publicity lately-- is what I refer to as payments for ecosystem services, or 
PES, programs.  And those are programs where, in this case, say, a farmer receives 
payment for providing some type of a good or service that's deemed to be linked to an 
environmental improvement.  So that payment could come from the government, in which 
case it's similar to a public voluntary program, or it could come from nongovernmental 
organizations, individuals, say, through agritourism or NGOs, non-government 
organizations, who are trying to promote different types of, say, conservation initiatives. 

Spiro Stefanou:  How do these voluntary approaches in agriculture compare to other 
industrial sectors? 

Kathy Segerson:  Well, in some ways, they're very similar, and in other ways, they're 
different.  So one of the premises of the article that I've written is that in many ways, 
farmers are producers just like manufacturers or firms in the industrial sector are 
producers, and so they respond to incentives just the way that they do in the industrial 
sector.  So in that sense, many of the features of voluntary programs in the industrial 
sector and in the agriculture sector are similar, and many of the incentive questions and 
the design issues are very similar in the two contexts. But there are some critical 
differences in agriculture that make it, in some sense, more challenging to institute 
voluntary approaches in this context, and I'll just mention a couple of those.  One is 
essentially related to what economists will refer to as the implicit property rights.  So in 
industry, voluntary approaches are often viewed as an alternative to regulation.  The 
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presumption there is that the government has the authority and the will to regulate firms 
but might choose not to do so, to take a voluntary approach for a variety of reasons.  And 
so in that case, the presumption of property rights is that the firm does not have the right 
to, say, pollute and that the government has the right to restrict that and might do that 
through regulation or, alternatively, might take a voluntary approach.  In agriculture, 
though, the property rights are typically presumed to be different.  There's a reluctance to 
impose regulation on the agricultural sector. Typically, the presumption is that farmers 
have the right to produce their products, do their farming activities as they want, and that 
if there is a need to restrict some kind of an activity, then perhaps it's something that 
requires some compensation for the cost associated with doing that.  So that's quite a 
different mentality, in some sense, about what the underlying possibilities are, the 
possibilities for using a stick versus a carrot approach to inducing environmental 
protection.  A second difference is that the policy goals are sometimes quite different.  In 
agriculture, we're often interested not only in, for example, promoting environmental 
protection but also supporting the income of farmers, and that's something that policies 
are not typically designed to do, particularly environmental policies, in the context of the 
industrial sector.  So that's quite different.  And then a third key is the nature of the 
pollution.  Agricultural pollution is often typically non-point-source pollution, which means 
it's more dispersed, running off of a field as opposed to coming out of a smokestack, and 
that creates challenges for monitoring and linking activities on the farm to actual impacts 
in, say, a nearby water body.  So those couple of things are differences that do make 
designing voluntary approaches in this context a little bit different. 

Spiro Stefanou:  So the advantages of voluntary approaches over these other policy 
measures, these mandatory approaches, say, are that it's more of a carrot approach? 

Kathy Segerson:  It's certainly more of a carrot approach, and that can be, in some 
sense, viewed as an advantage, and some might also argue often a disadvantage.  The 
carrot approach does have the advantage of being more consensual.  It does not impose 
unwanted costs on farmers or force farmers to provide public goods like wildlife habitat.  It 
can provide some income support, as I mentioned, so in that sense, the carrot approach 
does have some advantages.  But the carrot approach also has some disadvantages.  
Obviously, if it involves monetary payments, it requires a significant budget to fund those 
incentive payments, and depending upon how much funding is available, that will, 
obviously, influence how much of an incentive one can create, how much of an 
improvement one can buy, in some sense, through those funds.  So that carrot versus the 
stick, it's a property rights issue, but it also can have implications for how effective the 
voluntary approach is likely to be because it can affect how much inducement one can 
provide. 



Ref#: AAEAUF-02 AAEA / Uploaded Files-AEPP Podcast page 4 of 7 
  Spiro Stefanou, Kathy Segerson / AEPP_v35i4_output.mp3 

AAEA 12/6/13 Page 4 of 7 
RF# AAEAUF-02 www.ProductionTranscripts.com 888-349-3022 

Spiro Stefanou:  A challenge of any policy prescription is to be able to credibly measure 
how well it works beyond the stories.  How do voluntary approaches fare on this test? 

Kathy Segerson:  Well, that's a very interesting and important question.  In the VA 
literature, there are different criteria that one can use to try to evaluate the effectiveness 
of a particular policy.  So one is simply effectiveness relative to a business-as-usual 
scenario.  So the idea would be that if you didn't have the voluntary approach, you would 
do nothing, and so the question is are you getting something from the voluntary approach 
above and beyond what you would have gotten in the absence of having this particular 
program, say, in place?  So that's one kind of criterion that can be used, simply an 
effectiveness relative to a business as usual.  An alternative is effectiveness relative to 
some alternative policy, say, a regulatory approach.  So there the difference is a different 
baseline.  Rather than a business-as-usual baseline, the baseline would be what one 
would have been able to get from, say, a regulatory approach or an alternative approach.  
So that's another way of evaluating a voluntary approach.  And then it's also possible to 
evaluate not just effectiveness but cost effectiveness, so if we do achieve some kind of 
improvement that we're doing it at low cost.  Are we doing it as cheaply as we can to 
make the best use out of the resources that we have available?  And then a third 
approach is to talk about whether or not, even if we're able to basically induce some kind 
of improvement, are the benefits associated with that improvement greater than the 
costs?  And so that's another sort of, in some sense, a higher bar to use in trying to judge 
whether a voluntary approach has, quote/unquote, worked well.   

Spiro Stefanou:  By being voluntary, the target participants need to be convinced, as you 
mentioned.  Unlike the industrial sectors, uncertainties associated with ag production 
makes the farm different from a firm or a factory.  So how does uncertainty impact the 
potential participation and effectiveness of the voluntary approaches? 

Kathy Segerson:  Well, I think uncertainty plays an important role here in a couple of 
ways.  One way certainly is that it is in the agricultural sector probably much more difficult 
because of these other influences than it would be in the industrial sector to link basically 
practices by the firm, so here, Antram [ph?] practices, to specific environmental outcomes 
for some environmental service like water quality, and that's particularly true when you 
have, say, a long distance between where the farm is located and where the water quality 
impact occurs.  So, as we know, for instance, agricultural production in the Midwest can 
have an impact on water quality in the Gulf of Mexico.  So because of all of the 
intervening factors and uncertainty about weather and how pollutants flow across the land 
and through the water bodies down to ultimately affecting something like the Gulf of 
Mexico, that creates a rather uncertain relationship between the specific actions on a 
particular farm and an ultimate impact on water quality somewhere else.  And so in that 
case, it makes using these performance-based voluntary approaches particularly 
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challenging.  And if you, for instance, try to hold farmers responsible for a water quality 
impact in a water body that's only indirectly and stochastically related to what they do on 
the farm, you are creating quite a bit of risk for farmers, and obviously, that risk can have 
negative welfare effects if farmers are risk averse and don't have ways to diversify that 
risk. 

Spiro Stefanou:  When dealing with the case of agriculture and its impact on the 
environment, we're often talking about the negative impacts of agriculture on water 
quality, as you mentioned, there are wildlife habitats that can be impacted, as well as 
erosion control.  Do voluntary approaches have a particular advantage to mitigate some 
of these impacts over others? 

Kathy Segerson:  I think the answer to that question is certainly yes.  A basic premise of 
the voluntary approach is that farmers will need to realize some kind of positive net 
benefit in order to be willing to participate in a program or adopt a particular practice.  And 
if you take something like erosion control, that's a situation where, in fact, farmers might 
have a greater incentive to voluntarily undertake actions to reduce soil erosion than they 
would to voluntarily reduce, say, water quality or improve water quality, and that's because 
the farmers themselves can benefit from those reductions in soil erosion.  So, in some 
sense, soil conservation is, at least to some extent, a private good, and so there are 
already built in some incentives for farmers to undertake those kinds of conservation 
activities related to soil erosion control.  When we talk about goods that are more public 
goods, so water quality <inaudible> wildlife habitat, it is more difficult then to design a 
voluntary approach that will be effective in that context.  Wildlife habitat is probably a little 
bit easier even than water quality because a key feature of an effective voluntary 
approach is the ability to monitor and quantify what kind of provision has resulted from the 
program, so how many, for instance, acres of additional wildlife habitat have been set 
aside as a result of a particular program.  It's relatively easy to monitor acreage and to 
make sure that farmers comply and if they're receiving payments that are designed 
specifically for that purpose.  Water quality, on the other hand, is probably of the three 
that you mentioned the most challenging, and that's because while we can certainly pay 
farmers in the form of cost sharing or pay for land retirement that's designed to improve 
water quality, measuring the specific impact of that on performance is much more 
challenging in that context.  And, obviously, it's a big problem, as well, so just the 
magnitude of the problem makes it difficult to control through voluntary approaches 
because, as I mentioned before, if it will be based on incentive payments, the amount of 
money that is necessary in order to create significant incentives, widespread incentives, 
would be very, very large.  So, again, I mentioned the TMDL, the total maximum daily 
load, experience, which I think to date based on voluntary approaches have not been very 
effective for reducing agricultural water pollution.  Some states are experimenting with a 
regulatory approach to implementing their TMDLs for agriculture simply because the 
voluntary approach has not been very successful.  So I do think it's true that for some 
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more readily quantifiable benefits, for some kinds of impacts where the farmers 
themselves would realize some kind of a gain, it's easier to design the voluntary 
approaches to be effective in those contexts and with the water quality context where it's 
a true public good. 

Spiro Stefanou:  I'd like to get to my last question here.  Like it or not, policy measures 
invariably involve the interaction of economic actors, farmers in our case here, with their 
government.  Watching the news these days, one can easily come away with the 
impression that business decision makers have an adversarial relation [ph?] with their 
government.  How do voluntary approaches measure?  Do these approaches promote an 
adversarial or a collaborative relationship with government or somewhere in between? 

Kathy Segerson:  I think it's fair to say that it's typically much less adversarial than a 
regulatory approach, particularly, as I said, if it's based on a carrot approach rather than 
the stick approach.  Certainly, as a farmer, farmers would be much happier having an 
approach that will pay them to undertake certain types of, say, nutrient management 
activities rather than being forced to do that without any compensation.  And so it's 
certainly a natural extension of the carrot approach that it be less adversarial.  But, again, 
as I mentioned, carrot approaches based on payments come at a cost, and that cost is 
the need to raise the funds in order to be able to provide those carrots.  If you don't have 
those funds, then essentially, you will have a much less effective program if you're going 
to rely solely on the carrot approach.  It would be much less adversarial but also 
potentially much less effective.  So I think you're right that it is less adversarial, and that 
can be a very good thing.  Certainly, we've seen in the political climate today how having a 
very adversarial context or environment can hamper our ability to move forward in dealing 
with certain problems that the government is trying to address, so there certainly is that 
benefit.  But in this context, I think we have to recognize, also, the costs associated with 
that consensual approach. 

Spiro Stefanou:  Well, Kathy, many thanks for taking time to share your insights on this 
contemporary policy issue that impacts all of us. 

Kathy Segerson:  My pleasure.  Thank you for having me. 

<Music> 

Brian Mondragón Jones: The article discussed today, “When is Reliance on Voluntary 
Approaches in Agriculture likely to be Effective?” which was written by Kathleen Segerson 
can be found in Volume 35, Issue 4 of AEPP. If you have any feedback or follow-up 
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questions, please send an email to podcasts@oxfordjournals.org. If you are interested in 
learning more about AEPP or signing up for free AEPP content alerts, visit 
aepp.oxfordjournals.org.  For more information about the Agricultural & Applied 
Economics Association, visit aaea.org. The music featured in today’s episode is the song 
“Forward” by Northbound. You can find it online at freemusicarchive.org. Thanks for 
listening. 
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