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INTRODUCTION: A MESSAGE TO AGRICULTURAL LANDOWNERS

  f you are an agricultural landowner or operator in California, your land is an economic asset
both for you and the general public.  It is an income source, perhaps your principal or only
income source, as a producer of agricultural commodities for sale.  Depending on location and
quality, it may also have value as a public good.  If maintained as a working landscape instead
of being converted to urban uses, the land can provide such open space benefits for the
general population as scenic views, natural habitat, flood control, ground water recharge, and
greenbelts between urban communities.

These products have a value to others, although as external goods they are not as easily
priced as the intrinsic goods–the agricultural commodities–that are grown on the land.  Still,
there is growing acceptance of the merits of paying agricultural landowners for the public
benefits derived from maintaining and improving their properties.  A number of programs
compensate landowners for these purposes. They provide tax breaks, payments for
conservation practices, or cash for development rights.

In effect, these programs constitute a conservation services market for maintaining the
working landscape, offering landowners cash or tax benefits in exchange for agreeing to
forego the profits of urban development or for engaging in certain conservation practices.  The
programs vary in specific purpose, eligibility requirements, level of compensation, landowner
requirements, and administering organizations.

THE INTENDED AUDIENCE

This guidebook is for landowners, program managers, and others who want to know more
about compensatory options than is usually available from other information sources, including
material distributed by individual programs.  It provides much more than a list of programs and
eligibility standards and application instructions.  It also:

•  compares different kinds of programs according to a number of characteristics;

•  explains the rationale for using public funds to pay a small group of landowners;

•  relates landowner situations and issues to program opportunities;

•  details how programs work - their forms of payment, landowner requirements,
   timing, decision processes, etc.

All of this information is intended to help landowners make informed choices and participate
effectively in the conservation services market.

A FOCUS ON WORKING LANDSCAPES

This guide focuses on programs that have the primary purpose of keeping farms and ranches
in production, thus retaining “working landscapes.”   Other types of compensatory programs
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such as commodity payments to farmers and programs with an exclusive environmental focus
are not covered here.

FEATURES OF COMPENSATORY PROGRAMS

From a landowner perspective, the compensatory programs have several common features:

• As in other markets, buyers (conservation agencies) and sellers (landowners) are voluntary
participants who can shop for the best deal and decide whether to enter into compensatory
arrangements.

•  Compensation does not change the private ownership of the land. While use of the land is
restricted in specific ways, depending on the program, landowners maintain basic
ownership and control of the land, including the right to sell it to others. (We do not cover
the purchase of private lands, generally for residential or natural preservation purposes.)

•    The programs generally operate under the principle that private landowners, rather than
regulators or other outside organizations, are the best stewards and managers of the land
and its natural resources.

•   They emphasize the “working landscape” aspect of conservation, maintaining commodity
      production while enhancing resource and other public values.

•   The conservation agencies that compensate landowners are mostly government
      organizations, but they also include nonprofit agencies such as land trusts.

LANDOWNER OBLIGATIONS

There is no such thing as a “free lunch” in compensatory programs.   The public sector that
provides the tax dollars or other funds for landowner compensation wants something back in
return.  Each program has a legislative basis in one or more land conservation purposes that
serve a public benefit.  Landowners who enroll in these programs enter into agreements that
limit in some way how they use their land.  Typically, they cannot use their enrolled land in
more intensive ways (housing people or other forms of urban development) than agricultural
production. They may be required to modify some production practices and engage in certain
conservation activities.

This means that to participate in a compensatory program, landowners must be willing to:

•  make a long-term commitment - generally from 5 years to perpetuity to provide an agreed
upon service.

• sort through the requirements and operations of the various programs to identify those that
most mesh with their interests.

Introduction
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• in most cases, agree to program monitoring to establish that the terms of the service
contract are being met.

• realize it is generally a buyers market.  More landowners apply to participate in these
programs than there are funds. The chances for successfully selling conservation services
depends on the match with program interests.

The market for conservation services is not as straightforward as the commercial market for
agricultural commodities. In the commodity market, the buyer and seller may part company
after the sale with no ongoing strings attached. But in receiving compensation for conserving
agricultural land, the landowner-conservation agency relationship continues during the term of
the contract. Conservation is an ongoing process and so is the  accountability for using public
funds for this purpose wisely and legitimately.

THE PLAN OF THE BOOK

Three central questions frame the organization of this guidebook:

1. What is the public rationale for compensating agricultural landowners to conserve their
privately owned farms and ranches?

2. How do compensatory programs work?  This covers the general purposes and operational
details for programs representing three major compensatory approaches:  tax benefits for
landowners, USDA conservation payments, and the sale of development rights.

3. What are pertinent landowner concerns and issues and how do they relate to specific
programs?

The guidebook moves from the general to the specific.  Some readers may want to skip the
early chapters to concentrate on the later details of particular programs.

Chapter 1 sets the scene by examining the public rationale for compensatory programs,
making the connection between landowner needs and the multiple benefits to urban
communities of conserving agricultural landscapes.

Chapter 2 introduces the compensatory programs, outlining their purposes and history.

Chapter 3 deals with landowner issues, particularly the rewards and risks of participating in
compensatory programs.

Chapter 4 outlines levels of landowner payment and other fiscal features of individual
programs in California.

Chapters 5, 6, and 7 detail the eligibility, application, landowner requirements and other
operational features of individual programs with separate chapters devoted to the preferential
taxation, USDA conservation payments, and development rights approaches.

Chapter 8 speculates about the future of compensatory programs.
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Chapter 1

COMPENSATORY OBJECTIVES: PUBLIC WANTS, LANDOWNER NEEDS

   ompensatory programs bring together landowner and public interests. They ideally produce
win-win situations -- landowners receive economic and other rewards, and society gets to
enjoy the multiple economic and environmental benefits of retaining significant landscapes in
agriculture.

The central point of this chapter is that compensating private landowners for land conservation
is possible only because of strong
public interest and support. “Public” in
this sense really means “urban.”  The
tax dollars that fund these programs
are paid mainly by urban taxpayers,
and the legislation that establishes the
programs is passed by urban majorities
in state and national legislatures or, in
the case of state bond issues, by urban
majorities of the statewide electorate.
Farmers and ranchers, their families,
and rural residents overall are very
small minorities of California and
national populations and have been so
most of the past century.  For every
farm or ranch resident (only 112,000
total), there are about 312 other Californians.

Despite their small numbers, farmers and ranchers are land-rich.  In California, the 70,000
agricultural landowners and their families control about 30 million of the state’s 45 million
privately owned acres. Many do not farm themselves, but lease their properties to others for
agricultural production. On the other hand, urban Californians dominate the economic,
political, and social realms. Compensatory programs represent a deal between these two
sectors of the state that exchange resources - dollars for partial control over land.

THE MANY VALUES OF WORKING LANDSCAPES

What then does the general public, especially its urban components, get from compensating
agricultural landowners?  “Look around you,” one could respond.  Orchards, row crops,
vineyards, ranches and other agricultural properties are pervasive throughout California.
Whether on flat terrain or on hillsides, they provide the environmental backdrop for
communities and regions.  The commodities that agricultural lands produce contribute greatly
to the state’s balanced economy, including its export trade.  They also house farm families and
maintain rural communities that are a part of California’s social fabric.

Chapter 1
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Table 1-1.  Regional and community public  benefits of maintaining working landscapes
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Beyond the economic and nutritional values of producing food and fiber, agricultural lands as
open spaces provide numerous noncommodity benefits to the public.   More basically, large
blocks of plants and soils help to maintain functioning ecosystems.

Table 1-1 identifies the most apparent public benefits. All are products of the open space,
nonurban character of agricultural lands.  Some of these benefits are more valued the closer
they are to residential concentrations.  Agricultural lands in this sense provide certain
conservation services to nearby urban neighborhoods: natural scenery, drainage to dissipate
water flow that otherwise would flood homes and businesses, greenbelts that help to define
communities, etc.  Taken together, the public benefits of agricultural land present a contrast to
urban congestion and add immeasurably to the quality of life in particular communities. They
also have economic spinoffs, such as enhancing the market value of adjacent or nearby
residential properties.

There are also important public benefits in maintaining agricultural lands more distant from
urban neighborhoods.  Particularly if arranged in large landscape blocks, such lands serve
major regional purposes. They are the location of plant and animal habitats, wildlife corridors,
watersheds and aquifers, wetlands, flood plains, and scenic viewsheds.  Keeping large
agricultural landscapes intact certainly helps to satisfy the requirements of federal and state
endangered species policies.  Large landscape conservation also limits the inefficiencies of
urban sprawl and the high costs of providing governmental services to scattered, low-density
populations. This is aided by growth management policies that limit nonfarm residences in
agricultural areas and instead concentrate development in existing urban areas.

ENVIRONMENTAL AND NEIGHBORHOOD IMPACTS

Agricultural operations also can generate negative impacts on the environment and nearby
communities, depending on how crops are grown and how animals are raised. Commercial
agriculture is an industrial-like activity, with the use of heavy machinery to cultivate the soil,
chemical sprays to combat plant pests, and confined animal facilities such as dairies, feed
lots, and poultry facilities.  Intensive farming affects the quality of regional water and air
resources, and crop irrigation can over time lead to salt buildup in soil.

In agricultural areas bordered by urban development, farm operations have a direct and
personal dimension. Ironically these are the same areas where the landscape values of
farming are most appreciated by urban neighbors.  Those same neighbors object to the dust,
odor, noise, and health threats of commercial agriculture. The effects of conflicting land uses
in these  urban-agricultural “edge” areas also flow in the other direction. Urban encroachment
directly reduces the profitability and efficiency of farm activity.  Vandalism, theft, litter, roaming
dogs, imported plant pests, and crowded local roads are among the negative impacts to
farming on the urban edge.

Such harmful effects are moderated by government and individual farm operators.
Agricultural operations are tightly regulated by a number of environmental protection
programs, such as the permitting of wastewater discharges and the control by county
agricultural commissioners of on-farm pesticide applications.  Farmers and ranchers adjust

Chapter 1
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their cultivation and animal practices to reduce negative impacts, whether in conformity with
environmental regulations or on a voluntary basis because of personal commitment to good
neighbor relations and environmental stewardship values.  Such adjustments often lead to
increased production costs for agricultural operators.

NONMARKET GOODS

Generally, the public benefits of maintaining agricultural landscapes are labeled “nonmarket
goods” because their value cannot easily be priced or put into quantitative terms.  Some
exceptions are the higher land values for residential uses of properties that are adjacent to
attractive agricultural landscapes, the savings to communities and their local governments
from not having to provide costly urban services, and the fees recreational users pay to hunt
and fish on private land.

However, it is not possible to pinpoint prices for most of the public benefits identified in Table 1-
1.  They are appreciated by the general public more for their qualitative than quantitative
values. Researchers have tried to estimate values by asking survey respondents to assign
monetary amounts to farmland protection and other open space benefits.  How much in
additional local taxes or voluntary contributions would they be willing to pay for land
preservation?  Studies usually report majority support for some degree of added payments, but
these general findings rarely get translated into programs that collect funds for land protection.
Researchers also try to get interviewees to express their preferences among different types of
agricultural land amenities, sometimes by showing photographs of various landscapes.  The
scenic attributes of agricultural land are emphasized in these studies. Green landscapes with
springtime orchards that have just blossomed and framed by mountain backdrops score very
high.

The nonmarket characteristics of such amenities are reflected in how programs that
compensate landowners for land conservation are funded.  For the most part, they are
supported by general revenues paid by all taxpayers, not by taxes or fees paid by residents in
individual communities according to the specific benefits they derive from local open-space
amenities.  Farm and ranch conservation programs administered by the USDA Natural
Resources Conservation Service are supported  by the federal budget, the costs of preferential
taxation programs (California’s Williamson Act) are absorbed by all the taxpayers in certain
counties and statewide, and agricultural easement programs in California are funded primarily
by a combination of federal and state general funds and voter-approved state bonds for open
space protection.

California has a few cases where market-like arrangements for funding land conservation
make a relatively direct connection between paying for and enjoying the benefits of protected
agricultural lands and other open space. They include mitigation programs legislated by
several cities and counties, which require new residential development to compensate for its
impacts on the conversion of agricultural land by funding the preservation (through easements
or fee title purchase) of a similar or greater amount of agricultural acres elsewhere in the
immediate area.  In effect, residents pay for the open space amenities through higher home
prices. A few communities use parcel taxes (a fixed variation on the property tax) or sales
taxes to fund local land conservation programs.  California’s severe restrictions on raising local
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government taxes and fees, including the two-thirds voter approval requirement to impose or
increase many types of revenue, limit the use of such local funding arrangements.

LAND USE REGULATION

Compensating landowners is not the only approach to conserving agricultural landscapes.
The more conventional method is local government planning and land use regulation,
obviously less attractive to landowners than cash or tax incentives. The planning and
regulatory activities of cities and counties, however, are legitimate and widely supported
techniques for protecting California’s land resources.  At times they work in conjunction with
landowner compensation to achieve shared conservation goals.

Included in the menu of local government planning tools are general plans, zoning, controls on
city annexations, urban growth boundaries, and other land use regulations.  Such measures
may limit the location and rate of urbanization under the powers given to cities and counties to
provide orderly and predictable growth for their communities. For most owners of private land,
this means that their economic options are restricted. In fact, few agricultural and other rural
landowners in California at any one time have the opportunity to cash out by selling their
properties for urban development.  This is a result not only of  government planning and
regulation, but also of the operation of land markets that price land at development values only
in select locations.

Although it does not eliminate the public need for land use regulations, compensation makes
such restrictions more palatable for landowners.  Also, the two approaches often complement
each other to more effectively serve conservation goals. For example, compensatory programs
may  focus on properties in areas not identified by general plans for urban growth.

PUBLIC PURCHASE

Still another approach to land conservation is the fee simple purchase of private properties.
Purchasing a parcel in its entirety (as compared to the purchase just of the development rights)
transfers ownership to public or nonprofit agencies.  Billions of dollars in state, local, and
federal funds have been spent in California to acquire private lands for various conservation
purposes.

Fee simple programs seldom try to preserve agricultural lands for continued production. Rather
they concentrate on protecting open space for other purposes, especially setting aside land for
recreational areas, natural preserves, or general open space. Certain features of the
management of publicly owned land in fact are  incompatible with continued farm operations,
including allowing public access and management styles that place a greater emphasis on the
preservation of natural resources.

The advantages of private over public ownership of agricultural lands include continuing their
taxable status to support local governments and keeping farm operators and their families on
the land.  A fundamental argument is that private ownership allows more effective and less
expensive management of agricultural land resources than is possible under public ownership.
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Landowners believe that they are the best stewards of the properties they hold.  Certainly they
have strong incentives to maintain the productive capacities and health of the soil, and many
pride themselves on being sensitive to the wildlife and other habitat qualities of their land.
Farmers and ranchers who have worked their land for many years have an intimate familiarity
with the unique resource features of their properties. Personal attachments to the land are
particularly strong where there is a history of family ownership and local residence and where
the next generation is waiting to take over the agricultural operation.

MESHING AGRICULTURAL AND PUBLIC INTERESTS

Agricultural landowners and the broader public share a common interest in conserving farm
and ranch land.  Many, if not most, landowners have a long-term stake in their agricultural
activities, seeing a continuing future on the land for themselves and future generations of their
families.  Economics, stewardship values, and family considerations are intertwined in these
views.  At the same time, agricultural landscapes are a rich source of multiple environmental
and community benefits for the broader public. Compensatory programs which provide for the
continued conservation of agricultural landscapes link the two sets of objectives.  These
programs set up a buyer-seller relationship; landowners receive a degree of economic return
for selling a commitment to avoid the urban development of their properties or to engage in
certain conservation practices. In return, the  general public (mainly the urban public) receives
an array of environmental and community amenities.

This relationship, however, is not without complications and incompatibilities. Landowner and
public interests do not mesh completely:

1. As in all buyer-seller transactions, landowners seek higher prices for the value of their
conservation services while compensatory programs want to maximize their scarce resources
by paying relatively lower prices. Programs differ in how compensation levels are determined.

2. Considering the public appetite for the amenities of conserved land, the desire of
landowners for the highest possible economic returns, and governmental budget processes,
the funding for compensatory programs falls far short of the demand. Landowners compete for
limited resources and many applicants are not funded.

3. Compensatory programs do not offer a  “free lunch” to landowners.  Fiscal support from
these programs is always accompanied by landowner and farm operator requirements, either
foregoing urban development or engaging in certain conservation practices.

4. Furthermore, compensatory programs have eligibility standards, paperwork processes,
accountability, and monitoring procedures that may increase management costs for
participating landowners.

5. The bottom line for landowners interested in land conservation options is that signing up for
a compensatory program is not a simple and quickly accomplished task.  It requires
considerable information, early and frequent contact with program managers, and a great deal

Chapter 1
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