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INTRODUCING THE PROGRAMS

   he public benefits of working landscapes are translated into landowner compensation
through separate programs funded by taxes and other revenues and administered  by public
agencies or nonprofit organizations.  This chapter
outlines ten major programs that are available in
California.  Other programs also pay landowners for
environmental benefits, but generally without the
emphasis on keeping farms and ranches in agricultural
production.  A few of these are briefly described at the
end of the chapter.

We introduce here the major programs and compare
them according to basic mechanisms, purpose, and
origins.  Later chapters describe in more detail the
specifics of landowner economic returns, eligibility,
application, entry and exit, requirements, and program
selection criteria and processes.

TYPES OF FUNDING

How do the major compensatory programs work?  Table
2-1 provides a general map of their key features.
According to how landowners are compensated, the
programs fit into four major categories:

Preferential taxation – reduced property taxes paid by landowners on the basis of the
agricultural use values of their farm and ranch properties rather than the normally assessed
market values.

Cost-share in conservation practices – payments to landowners for on-farm improvements
and practices that protect resources, especially soil, water, and air quality.

Reserve or land retirement – payments to landowners to take their land out of cultivation for
varying periods of time.

Sale of development rights – cash and/or income tax credits to landowners for the sale and/
or donation of a portion of property rights, resulting in agricultural easements on the land.

Cash payments and reduced taxes are the two principal types of economic benefit landowners
receive from these programs. Cash is paid either in one-time amounts (development rights in
most cases), by the project (cost-share), or as annual rental-like payments (reserve). Reduced
taxes are the exclusive benefit in preferential taxation programs and are frequently used alone
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(landowner donations) or in combination with cash by programs that acquire development

rights.

While not as direct an outlay of public funds as cash payments, tax benefits given to
agricultural landowners are also fiscal obligations of state and federal governments, since the
loss of public revenue from this source is made up by other taxpayers. Like other forms of
favorable tax treatment for specific taxpayer groups, they are labeled by budget experts as “tax
expenditures.”

All of these mechanisms seek to make farming more viable by providing additional income
streams to agricultural landowners beyond the traditional food and fiber production.  Farm
owners maintain ownership of the land in each program, and thus control most decisions about
it.  However, each mechanism exerts some restrictions on how farm owners may use their

Table 2-1.  Compensatory approaches and programs
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land.  Some control future use; others change, at least temporarily, how the land is farmed or
whether it is farmed at all.

PROGRAM BASICS

Each of these four funding mechanisms is represented by one or more major programs in
California.  Basic and brief descriptions follow, concentrating on what landowners “sell” to the
programs.

Preferential taxation

Virtually all states grant property tax reductions on some or all of their agricultural land.
California has its long-established Williamson Act, certainly the most familiar to landowners of
all compensatory programs considering that its two versions enroll about half of all of the farm
and ranch land in the state.  Basic features of the Williamson Act are:

1. Landowners voluntarily enroll parcels under contracts with county governments and a few
cities.

2. In return for reduced property taxes, landowners essentially agree to maintain their
contracted parcels in agricultural or other open space uses.  They are restricted from
converting their parcels to more intensive, urban-type uses.

3. Contracts run for 10- or 20-year minimum periods, with automatic annual renewal for an
additional year unless deliberately terminated through one of two procedures, either
nonrenewal or cancellation.  A nonrenewal can be initiated by either party to the contract, the
landowner or county government, and phases out the arrangement over the next nine or
nineteen years.  A cancellation results in immediate termination and is initiated by landowner
application, but requires a stringent county review and approval.

The Williamson Act comes in two program versions: (1) the “Standard” Williamson Act,
available to landowners in most California counties since the late 1960s and early 1970s, with
10-year minimum contracts and property tax assessments based on agricultural use rather
than market or Proposition 13 value (generally higher than use value) and (2) the Farmland

Security Zone Program (FSZ), in place since 1998.  Also known as “Super Williamson,” the
FSZ is both more beneficial and demanding for landowners; it grants an additional 35% in
property tax reductions, but requires 20-year minimum contracts.

Cost-share in conservation payments

In these programs, operated by the USDA Natural Resources Conservation Service (NRCS),
landowners share with federal dollars the costs of structural projects and changes in
agricultural practices to reduce their impacts on natural resources.  Landowner portions of
these costs also include contributed labor, project management, and cooperation with local
NRCS staff in preparing conservation plans that guide the work.  Two of the cost-share
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programs emphasize specific types of resources; the third is intended to reward high levels of
agricultural stewardship.

EQIP–Environmental Quality Incentives Program.  The projects and practices under
EQIP emphasize water quality and water supply improvements, although soil conservation,
air quality, habitat, and other resource objectives can also be addressed.  Special attention
is given to improving waste disposal from large animal feeding operations and to
conserving water use in irrigated farming.

WHIP–Wildlife Habitat Incentives Program.  WHIP supports projects and agricultural
practices that improve habitat for wildlife populations, especially in upland, wetland, and
riparian areas.

CSP–Conservation Security Program.  Authorized by the 2002 Farm Bill, this unique
program encompasses environmental objectives and does not focus on a particular group
of resources.  The emphasis is on rewarding select farmers and ranchers for exemplary
past stewardship activities and for continuing conservation practices at high levels.  Three
tiers of compensation correspond to varying degrees of conservation activity in the range
and detail of resource objectives addressed.  As well as cost-share payments, owner
compensation can also include incentive payments, annual maintenance fees, and
bonuses.

Because of uncertain funding availability and difficulty in developing a process for selecting
deserving applicants, the program rules for the CSP were not established until early 2004.
Basic eligibility requires location in a “priority watershed.”  California contains five such
watersheds for fiscal year 2005, the first year of the program’s operation here.  Other
California watersheds will be added to the program in later years on an eight-year rotation.

Reserve/land retirement programs

This second set of USDA programs takes a different conservation approach -- retiring farmland
from cultivation for fixed periods to help restore natural resources damaged by agricultural
operations.  Landowners “sell” their ability to grow crops that require breaking the soil in return
for annual rental and cost-share payments under term easements or agreements that last up
to 30 years.  Not all agricultural income is necessarily lost, since some less intrusive activities
are allowed, e.g., managed haying and animal grazing, as well as such recreational uses as
hunting and fishing.  These programs also provide the option of permanently retiring the land
from cultivation through perpetual easements, although parcels enrolled under shorter-term
arrangements can be returned to cultivation.  Landowners often enroll only a portion of their
farms in these programs while continuing to cultivate other parcels.

WRP–Wetlands Reserve Program. The WRP targets land with an agricultural history on
ground originally dominated by wetlands with the intention of restoring the wetland
conditions as an asset to waterfowl habitat, biodiversity, water quality, flood abatement, and
other resources.  Often used to permanently remove marginal cropland from production,
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the WRP is less compatible with a working landscape objective than other USDA programs.
The program is administered by the NRCS.

CRP–Conservation Reserve Program. The most expansive of all USDA national
conservation programs, the CRP emphasizes the restoration of agricultural soils that have
been seriously eroded by intensive farming.  In place of their usual income crops,
participating landowners plant long-term cover crops while under contract. The CRP is
administered by the Farm Service Agency (FSA), the USDA agency that also manages
commodity payment programs.

The Conservation Reserve Enhancement Program (CREP) is a separate version of CRP
that emphasizes federal-state partnerships to deal with farming-related environmental
problems. The California CREP is targeted on highly erodible and environmentally sensitive
cropland in nine Sacramento Valley counties and is jointly funded by USDA and state
government.

GRP–Grassland Reserve Program.  Authorized by the 2002 Farm Bill, the GRP is
focused on farm and ranchland traditionally used for grazing and pasture.  It is intended to
help landowners restore grasslands while maintaining them in grazing.  The first GRP
applications and sign-ups occurred in 2003-2004.  GRP is jointly administered by NRCS
and FSA.

Selling development rights

Among compensatory techniques, selling or donating development rights to create an
agricultural easement is probably the least familiar to landowners.  What is most distinctive
about this technique is the permanency or perpetual character of the restriction on future
development of a covered parcel, as compared to the temporary duration of other programs.
Offsetting the value of this potential loss are high landowner payments averaging several
thousand dollars an acre in California.  The easement produced by the sale or donation of
development rights runs with the land and is binding on all future owners.  Other important
features of giving up development rights include:

1. Landowners retain all other rights and responsibilities of private land ownership.

2. Specific easement terms such as price, land use restrictions, etc., are negotiated between
the owner and the purchasing agency.

3.   Landowner payments are usually lump-sum, one-time amounts, although some easement
programs in other states spread out the compensation through installment purchase
arrangements.

PROGRAM PURPOSES: DISTINCTIVE FEATURES AND OVERLAPS

The purposes of these programs are set out in the federal and state legislation that created
them and the rules by which they are implemented.  As the public policy rationale for
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Figure 2-1.  Overlaps in program conservation objectives
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compensating landowners, one or more of three broad environmental purposes are outlined for
each program:

1. To protect agricultural land from urbanization.
2. To protect natural resources, principally soil and water, for farm and off-farm use.
3. To protect plant and animal habitat.

Providing supplemental income for farmers and ranchers is a fourth purpose that underlies the
other three.  Especially in programs administered by USDA, this recognizes the fluctuating
economic fortunes of agriculture and that income from producing commodities does not cover
the conservation services provided by farmland.

That fact that all three purposes are related to the protection of open-spaces values gives them
a common identity.  Furthermore, there is some overlap in the objectives stated by individual

programs, as shown in Figure 2-1.  Most overlaps are accounted for by the USDA programs
which generally have multiple objectives encompassing both agricultural land and natural
resource purposes.

Yet, with the exception of the new Conservation Security Program, each program has its
primary environmental features: water and air quality and livestock operations for EQIP, soil
erosion and wildlife for CRP, wetlands for WRP, etc.  The purpose of avoiding the conversion of
farms and ranches to urbanization is somewhat separate from the natural resource and habitat
purposes.  The Williamson Act, FSZ and development rights programs compensate
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landowners to maintain their land in agriculture as an economic option to selling out for urban
development.  Protecting soil, water, habitat, and other resources is clearly secondary for
these programs, although the agricultural easements that result from selling development
rights often include natural resource provisions as compatible with active farming.

On the other hand, most USDA programs refer only incidentally to farmland protection, if at all.
The notable exception is the Farm and Ranch Lands Protection Program that provides
matching federal funds to state and local agricultural easement programs for the purchase of
development rights. Landowners cannot directly access the FRPP, but indirectly benefit if the
money they receive for selling easements includes federal funds.

Only the GRP among other USDA programs contains explicit references to the avoidance of
urbanization in its legislative authorizations and rules. More indirectly, however, all of the cost-
share and retirement programs managed by USDA have some connection to farmland
protection. The farms and ranches that receive the investments in agricultural infrastructure
and practices from cost-share programs are likely to remain in farm production for some time.
Nor is urban conversion a likely scenario for farm parcels that are retired from cultivation to
enhance natural resource and habitat conditions.

Another important distinction between programs that primarily attempt to protect farmland from
urbanization and those that focus on preserving the resource and habitat values of farmland
concerns what is required of the landowner. Keeping the land in agricultural production despite
urban pressures means foregoing the potential economic gains of future development, but
does not necessarily require changes in current farm practices or land use.  On the other hand,
conservation payments from USDA programs do require changes in these practices on behalf
of various resource values.  Both types of programs constitute landowner investments in the
future, but in different ways; investing in the continuation of active farming versus investing to
improve the natural resources of the land.

PROGRAM ADMINISTRATION

A certain amount of formal organization is necessary to get the correct funds into the hands of
the appropriate landowners, carry out program priorities and rules, receive applications and
enroll landowners, provide technical assistance, oversee finances, and monitor projects.  Who
handles these arrangements?  We identify here the agencies that administer the major
programs. Chapters 5-7 describe in greater detail individual programs and the processes that
directly involve landowners.

The federal presence is obvious for the cost-share and retirement programs, all creatures of
the USDA.  The contact points for landowners are the county offices of the NRCS (FSA for the
CRP). The field offices are generally located in USDA Service Centers.  NRCS is a “one-stop”
agency in the sense that all program functions, including funding, are integrated in this one
organization.

The other compensatory programs are less integrated in their administration.  The Williamson
Act and the FSZ are state-local programs. County governments (and a few cities) administer
these preferential tax programs.  Landowner contacts are mainly with county planning or
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community development departments which handle applications and contracts.  County
assessors are also involved, determining the reduced property tax appraisals for covered
agricultural properties and maintaining separate rolls for these properties. The state
Department of Conservation sets program rules and oversees the local administration, and the
state budget annually provides subventions to counties for at least partial compensation for the
property tax losses.  Landowners do not have access to these programs in all parts of
California because county participation, like landowner enrollment, is voluntary.  As of 2004,
Standard Williamson Act program was available in 53 of California’s 58 counties, while 25
counties offered the FSZ program.

The administration of development rights programs is the most diffused of all.  In place of one
federal agency or a common type of local government operating under state rules, agricultural
easements in California are primarily managed by local and regional nonprofit land trusts.
Because of fiscal and other limitations, public agencies (with the principal exception of several
open space districts) have not followed the example of most other states with substantial
easement activities in which state and/or county governments are the dominant managers of
these programs.  Instead, landowners seeking to sell or donate the development rights on their
agricultural parcels usually deal with land trusts in the application and later processes.

The availability of this type of landowner compensation is spotty throughout California, since
only a dozen or so county-level land trusts and a few statewide nonprofits have active
agricultural easement programs.  For each easement transaction, land trusts usually need to
turn to one or more outside funding sources, usually (1) the California Farmland Conservancy
Program (CFCP), administered by the California Department of Conservation; (2) the federal
Farm and Ranchlands Protection Program; and (3) private foundations.  The outside agencies
are only funding sources without the responsibility for basic program management and
landowner contact, but in allocating their money to competing local programs, they apply their
own criteria and also review individual landowner applications.  Some agricultural easements
are acquired through techniques other than direct land trust purchase, including landowner
donations for tax purposes and development  mitigation.

HISTORICAL SNAPSHOTS

Knowing something about the origin and historical development of compensatory techniques
helps landowners further appreciate their significance and purpose. The programs are the
expressions of specific policies conceived to address certain problems rooted in certain time
periods.  In most cases, they were created by congressional or state legislation and are
implemented by governmental or other bureaucracies.  (Agricultural easement programs,
largely the product of local activity, are the exception)  The core purposes of these programs
have withstood the test of time, but they have evolved with changes in funding and
administration and with the emergence of new issues and controversies about program
benefits, effectiveness, and rules.  The following are snapshots of program histories.

Preferential taxation

The Williamson Act (named for John Williamson, then a state assemblyman from Bakersfield)
was enacted in 1965 in response to the tremendous urban and suburban growth that gripped
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California in the two decades after World War II.  The state lost more than one million acres of
prime farmland to urbanization between 1945 and 1968.  To slow the pace of farmland
conversion, the Williamson Act offered participating landowners the economic incentive of
smaller property tax bills by basing the value of farmland on its agricultural use rather than the
typically higher full market value.  In that pre-Proposition 13 era, property tax burdens on
farmers and ranchers located close to urban growth were increasing rapidly because of the
growing speculative development values of their properties.

The Williamson Act was created as a voluntary program, both for participating landowners
and the counties that administer the contracts with landowners.  In its early years, two major
state government actions sharply boosted participation. The first was an amendment to the
California Constitution, approved by voters in 1966, that confirmed the legality of assessing
farmland and other open space parcels at less than market value for property tax purposes.
Such constitutional protection allowed county assessors to assess Williamson Act parcels
according to their agricultural use value.  In the second action, the legislature in 1971
authorized annual state reimbursements –“subventions”– to compensate counties for at least
part of their property tax losses due to contracted parcels.  This encouraged more counties to
offer contracts.  By 1980, enrolled farmland statewide peaked at more than 16 million acres,
with 48 of the state’s 58 counties offering contracts.

Further state actions have revised the basic Williamson Act program over the years.   The
biggest change was the addition in 1998 of a second version of the Williamson Act, the
Farmland Security Zone (FSZ) Program, often labeled “Super Williamson.”  The FSZ gives
landowners an additional 35 percent property tax reduction in return for longer contracts, 20-
year minimums in place of the standard program’s 10 years.

A continuing Williamson Act issue is the uncertainty from year to year of state funding for the
subventions to county governments.  Because of state fiscal problems, the subventions were
eliminated in some proposed budgets, only to be reversed later by the legislature responding
to the pleas of agricultural, environmental, county, and other organizations.  Although
landowners are not directly affected by this state-local government issue, the loss of the
subventions would likely cause some fiscally stressed counties to pull out of the program and
nonrenew their contracts.

Conservation payments: cost-share and retirement programs

Economics and conservation were linked from the very beginning of the federal government’s
efforts to assist landowners in the stewardship of their farms and ranches.  As USDA-NRCS
historian Douglas Helms wrote, “Prosperous or secure farmers were more likely to implement
conservation than cash-strapped ones.” The federal programs originated during the Great
Depression in the 1930s as responses to two national crises: (1) widespread poverty in
American agriculture because of low farm incomes; and (2) the dust bowl conditions that
depleted the topsoil on millions of farm acres.

A key step was the creation by Congress of the USDA Soil Erosion Service (later the Soil
Conservation Service, and now the NRCS-Natural Resources Conservation Service) in 1935.
This established the extensive network of professional federal conservationists in field offices
who provide technical assistance to farmers and ranchers. It also led to state legislation that
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formed landowner-oriented soil conservation districts throughout the nation.  Since federal
dollars paid for a portion of the expenses, the “cost-share” label was applied to USDA
programs that compensate farmers for engaging in conservation practices that improve soil
conditions, such as the initial emphasis on replacing soil-depleting commodities with different
crops.

The conservation payments were instituted as part of a broad federal strategy to raise farm
income that included paying farmers to plant fewer acres on an annual basis to reduce
commodity surpluses and thus increase prices. Over time, the conservation purposes of
compensation programs were given more emphasis, especially as environmental interests
became more influential in the development of agricultural policy.  From the original focus on
correcting soil erosion and depletion, the conservation scope was expanded to include water,
air, and habitat protection goals. Also expanded were the types of farm improvements eligible
for federal support, including no-till cultivation, wetlands restoration, and riparian buffers. The
land retirement technique was added to the federal menu after World War II, paying
landowners to take marginal land out of production for long periods, permanently in some
cases, to improve resources and to reduce crop production.

The legislative vehicles for creating and refining federal agricultural policy, including
conservation as well as commodity programs, have been the periodic Farm Bills passed by
Congress.  Every five to seven years, farm bills rework the details of commodity payments and
conservation programs and authorize multi-year funding levels. At times new programs have
been established to replace earlier arrangements, including EQIP (Environmental Quality
Incentives Program) in the 1996 Farm Bill and WRP (Wetlands Reserve Program) in 1990.
The 2002 Farm Bill greatly expanded conservation funding and created two new major
programs:  the Grassland Reserve Program and the Conservation Security Program.  The
funding for USDA conservation purposes through 2007 was increased by $9.2 billion over the
previous level, with existing programs like EQIP and WHIP receiving large spending boosts.

Selling development rights

The easement technique was not applied until the 1980s to preserve California farm and
ranchland in the face of urban pressures. Earlier it had been used to preserve properties with
unique natural resource values including forests, riparian areas, wetlands, ridge tops, scenic
views, specific habitat areas, and archeological sites.  The Marin Agricultural Land Trust
(MALT), formed in 1980 and acquiring its initial easement in 1983, was the first land trust in the
nation to focus on preserving land for agricultural uses.  Since MALT’s formation, about a
dozen other agricultural land trusts have been organized throughout California, mostly in
specific counties or regions, but also including the statewide California Rangeland Trust which
specializes in ranchland easements.  A few other land trusts with established natural resource
missions also have become interested in acquiring agricultural easements.  They are joined by
several national nonprofits active in California, notably The Nature Conservancy, Trust for
Public Land, and the American Farmland Trust.   Most of the more than 140 local land trusts in
California, however, focus on other preservation objectives and pay little, if any, attention to
farmland protection.

New land trusts are usually organized through the grass roots mobilization and hard work of
community activists with shared conservation goals.  Many agricultural areas, however, have
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lacked the extent and intensity of citizen action necessary to form such nonprofit organizations.
Agricultural easement programs are concentrated in the Bay and Central Coast regions and in
a few inland areas, with most Central Valley and southern counties lacking active programs.
Public agencies are also legally qualified to acquire and hold easements, but that option in
California has only been exercised by a few open space districts, notably the Sonoma County
Agricultural Preservation and Open Space District formed by voter approval in 1990.

State and federal governments also have provided the bulk of the public dollars that fund
easement purchases. California started to fund local agricultural easement programs in the
1980s through the regional Coastal Conservancy and the open-space bond funds of
Proposition 70, approved by voters in 1988.   In 1996, the California Farmland Conservancy
Program (originally the Agricultural Land Stewardship Program) was established with the
exclusive purpose of supporting local agricultural easement activities. Administered by the
California Department of Conservation, its funds have come from general appropriations and
state bond acts.  More than $10 million in federal funds under the Farmland Preservation
Program initiated by the 1996 Farm Bill have also supported the purchase of agricultural
easements in California.  Funds were greatly increased nationally by the 2002 Farm Bill, along
with other federal conservation programs for agriculture, and the program is now called the
Farm and Ranchlands Protection Program.  California’s share of total FRPP funds is only
about 3 percent (about $3 million a year currently), since the number of eligible states was
increased in 2002 from 12 to 44.

OTHER PROGRAMS: A BRIEF VIEW

Besides the major programs described above, there are other compensatory and assistance
options for agricultural landowners.  Generally they are not as concerned with maintaining
commercial agricultural operations or with protecting farms from urban pressures, and they
place a higher priority on habitat preservation and other environmental objectives. Also they
are funded at smaller levels.  Table 2-2 identifies the features of five such programs.

All are operated by federal or state agencies.  One, the Bay-Delta Ecosystem Restoration
Program, is a joint federal-state government undertaking. In addition to grants and cost-share
funding, the programs provide landowners with several forms of non-financial assistance–
technical support, land exchange, and control over private party hunting and fishing.
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