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Introduction and summary

The Dust Bowl was a watershed moment in American history—one of the earliest
warning signs that the risks of poor environmental management can have spillover
effects across society. In the 1930s, millions of tons of valuable soil were blown off
the Great Plains, stripping agricultural potential from the region. Thousands of

families lost their farms and were left to start over or join mass migrations to more

promising parts of the country.

The drought and dust storms laid bare the inextricable link between healthy lands
and the health of a nation. For many, they were a wake-up call as to how poor land
management practices can lead to devastating and far-reaching consequences

for the economy, people, land, water, and wildlife. This realization resulted in a
shift in how governments and businesses viewed their collective responsibility

to the environment. For example, the U.S. Department of Agriculture (USDA)
implemented a soil conservation program in response to the Dust Bowl.! Over
the subsequent 80 years, the USDA also incorporated into its conservation efforts
programs to conserve wildlife habitat, to use fertilizer more efficiently, and to
protect wetlands and streams. These programs have helped prepare American

agriculture for droughts and protect important ecosystems.

Yet despite the widespread impacts of environmental issues on the nation’s health
and economy, conservation efforts are chronically underfunded. Recent research
suggests that, globally, about $300 billion in annual spending is necessary in order
to maintain or restore the ecosystems and natural processes critical to human well-
being.> However, global philanthropic and government expenditures only amount
to approximately $40 billion each year—well short of what is required.* To avoid
an experience akin to the post-Dust Bowl reckoning of the 1930s, policymakers

need to expand how they think about conservation and conservation funding.

One approach for growing the existing conservation funding pool is to engage
businesses and attract private capital. Many private entities—from water utilities
to Fortune 500 companies—directly benefit from clean water, clean air, and other

environmental benefits that conservation can produce. Novel financial instruments,
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markets, and pay-for-success programs have the potential to engage these supportive
groups—and attract billions of dollars in private investment to solve environmental
problems—by providing incentives such as direct payments or cost savings to com-

panies and landowners.

The market potential exists; more than $1 billion in private capital has been
invested in North American environmental markets since 2015.* Still, an esti-
mated $3 billion in additional capital is earmarked for conservation but on hold
for projects that are ready for investment.® Because these goods and services—
clean air, clean water, and wildlife habitat—are often free and accessible to all,
they are not something around which a market typically develops. As a result,
government agencies have a particularly important role to play in develop-

ing innovative programs and policies to grow nascent markets and secure the
services that landowners provide to consumers, companies, and the country by
improving natural systems. This type of market has already emerged for certain
types of environmental restoration, such as the wetland mitigation banking
industry, and presents a way forward that will draw greater private investment

into conservation on working lands.

In the United States, the largest single source of public conservation funding
comes from an unexpected piece of legislation: the farm bill. Although the bulk
of the farm bill focuses on commodity subsidies and nutrition assistance, the
most recent version allocated more than $5 billion in annual funding for various
conservation programs.® The farm bill is also a venue to set policy and pilot new
programs that grow conservation on working lands in order to balance produc-
tion of crops, timber, and livestock with environmental quality. For example, new
efforts, such as the Regional Conservation Partnership Program, have used exist-
ing USDA conservation funds to leverage more than double their federal expen-
ditures through collaborations with businesses and nongovernment organizations
(NGOs).” The next farm bill provides a unique opportunity to expand on this

type of program and grow the pool of conservation funding.

The Center for American Progress and the R Street Institute often approach
policy challenges from different perspectives. However, we were inspired to work
together on this report because we jointly recognize the scale of the conserva-
tion challenges that the nation faces—and the power of the farm bill to address
them. The recommendations offered in this report provide a bipartisan approach
that draws on measurable outcomes and market-based incentives to increase the

social, economic, and environmental benefits of private lands conservation.
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We recommend several actions to leverage public funds to pull private investment
off the sidelines and effectively double the impact of working lands programs
under the conservation title. Specifically, the next iteration of the farm bill should

do the following:

* Enable the USDA to support pay-for-success programs, environmental mar-
kets, and other conservation innovations. The bill should expand the
USDA’s authorities to better attract private investment and support wider
adoption of conservation practices, including allowing the use of pay-
for-success contracting models to improve performance; streamlining
enrollment processes to support conservation partnership programs; and
creating a revolving loan fund or loan guarantee program to share finan-
cial risk with landowners and businesses as they invest in environmen-

tally friendly pursuits.

Support USDA investments in conservation innovation. The bill should
double funding for Conservation Innovation Grants (CIG) and expand
its focus to include grants, loans, and other startup support to help inno-
vative, market-focused projects become established.

Incorporate ecosystem services into USDA data collection. The bill should
commit to timely research on the economic value of conservation activi-
ties. Quantifying the benefits of conservation will help draw investments
that support existing programs.

Focus research on program design and implementation. The bill should
introduce new social and economic research efforts to understand how
and why landowners participate in conservation programs—such as
technical assistance, environmental markets, and partnerships with pri-
vate investors—to help refine policies and programs so that they reap the
greatest benefits for landowners and the public.

These actions have the potential to benefit businesses, landowners, and communi-

ties that are tied to the condition of agricultural and forested lands.
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The farm bill: America’s largest
fund for conservation

Focusing first on soil conservation in the 1930s, USDA conservation programs
targeted a range of environmental issues by the 1980s.* These included programs
for soil and land conservation practices—preventing the loss of regionally impor-
tant wetlands and topsoil—as well as restoration incentive programs that targeted
specific species or habitats. Other programs focused on particular geographic

areas, such as the Chesapeake Bay watershed.”

The most recent farm bill iteration, the Agricultural Act of 2014, simplified pro-
grams within the conservation title. These programs fall into three categories: land
protection programs; incentive programs for conservation on working lands; and

partnership programs.'

Land protection programs

* The Conservation Reserve Program is a soil and habitat conservation effort
administered by the Farm Services Agency, which enrolls farmers in contracts
that provide annual payments for 10-15 years in exchange for removing envi-

ronmentally sensitive land from production."

* The Agricultural Conservation Easement Program allows the Natural Resource
Conservation Service (NRCS) to help landowners protect land or restore
wetlands by entering cost-sharing agreements to place long-term or permanent

easements on lands that are vulnerable to development.'

Working lands programs

* The Conservation Stewardship Program is an NRCS program through which
farmers can receive payments for implementing a suite of conservation practices

across their farm that are appropriate to their state and region."
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* The Environmental Quality Incentives Program (EQIP) is another NRCS pro-
gram that provides technical and/or financial assistance for eligible farmers to
invest in specific conservation practices or habitat restoration and management

projects based on state and regional priorities."

Partnership programs

* The Regional Conservation Partnership Program (RCPP) is administered by the
NRCS to convene partnerships and focus funds from other USDA conservation
programs toward projects in high-priority areas and watersheds. RCPP projects
enable landowners to work with conservation groups and businesses and to use
federal funds to leverage investments in environmental issues such as habitat

restoration, drought resilience, and water quality improvements."

Together, these programs provide roughly $5 billion annually in federal financial
and technical assistance to interested landowners and have leveraged significant
funding from outside government to make other investments in conservation.
However, there is also significant unmet demand due to limited budgets; it is
estimated that EQIP support has been awarded to an average of 30 percent of
proposals in recent years because of funding constraints.'¢ Increasing the public
benefits of private lands conservation and taking advantage of landowners’ desire
to manage land for wildlife and natural resources will require funding support

beyond what is currently available.
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Useful terms for conservation
and environmental markets

Environmental services: The range of benefits provided through the functions of
ecosystems, including water storage and filtration, soil retention and enrichment,

and carbon sequestration.

Habitat restoration: Land management activities conducted with the goal of returning
some ecological function to an area and making it more suitable for wildlife. Examples range

from prescribed burning in forests and rebuilding wetlands to removing aging dams.

Pay for success: A contract model between multiple parties in which a payment is award-
ed only when the responsible party meets a desired social or environmental outcome."”

Environmental market: A market created in order to increase the provision of environ-
mental goods or services. These are often driven by regulation and used as an alternative to
fines or citations to secure the provision of ecosystem services or pollution abatement. For
example, instead of reducing certain types of water pollution from a wastewater treatment
plant through mandatory on-site renovations, an equal or greater amount of water quality
improvement can be achieved through abatement elsewhere, such as through improved ag-
ricultural practices. This arrangement is organized by regulation, where seller reductions are
certified by a third party or government agency and then purchased by the water treatment

plant owners. The goal is to create incentives for pollution reduction at lower costs.

Mitigation banking: The first pay-for-success model in the environmental field, conceived
to give developers certainty that they can meet environmental regulations by compensat-
ing for development. Broadly speaking, mitigation banking is the purchase or management
of land to create, restore, or preserve a quantifiable amount of wetland, stream, or species
habitat. It can also act as an ecosystem function—such as water quality or flow—that can
be sold as credits to other parties to mitigate environmental impacts elsewhere. The most
common form is wetland mitigation banking, in which private firms or NGOs purchase and/
or create wetland features to sell as credits that compensate for environmental damage from
development elsewhere. Species mitigation banking—in which land is managed to provide

a habitat for species conservation—has become increasingly common.'®



A primer on paying
for performance

Addressing the scale of conservation problems means confronting significant chal-
lenges—namely, enticing additional investment and ensuring that existing funds
provide the greatest conservation benefit. Private capital is one option for expand-
ing the investment pool, but financial risk—the possibility that an investment

will not generate a return—limits interest. Government agencies do not require a
financial return on investment, but constituents and policymakers have an interest
in maximizing the social and environmental return on conservation funding. If
payments are made before a good or service is delivered, there is a risk that deliv-
ery will not occur. This creates a performance risk that affects funders’ willingness

to support a project.

A pay-for-success approach can help address both financial and performance risk.
The model works by structuring the payment to occur after some desired outcome
has been achieved rather than having the payment occur at the start of a project or
for inputs. This structure is often simple—someone receives a payment based on
improvements in one outcome—but complex structures have also been proposed,
with graduated payments based on a range of outcomes or on incremental gains in
one outcome. This creates the potential for financial returns that are attractive to

private investors and guarantees a social or environmental return for the public.

The theory is that basing rewards on outcomes will encourage program partici-
pants—either a target group of landowners or investors collaborating with those
landowners—to find effective ways to meet goals that otherwise would not have
been pursued. Linking incentives to performance has been tested in a variety of

settings to find cost savings and spur innovation that can be more widely adopted.
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FIGURE 1
Pay-for-success models reward developers and landowners for their conservation efforts

How Nevada is helping to conserve a threatened species

Nevada is 1 of 11 states that—along with the federal government—
agreed to conserve the greater sage-grouse before the bird required
protection under the Endangered Species Act.

THE CONSERVATION CREDIT SYSTEM

’

N

< I 4
y
Nevada created the Conservation Credit The Conservation Credit System When an evaluator verifies that
System, which requires developers to buy gives financial incentives to landowners have restored and
habitat credits to compensate for the landowners who restore greater protected habitat, landowners can
environmental impacts of their projects. sage-grouse habitat. sell habitat credits to developers.

{

Developers have a clear process for Landowners receive payments The public receives greater
addressing the environmental from developers that reward their investment in protecting the
impacts of their projects. conservation efforts. greater sage-grouse.

Sources: Social Finance, "What is Pay for Success?", available at http://socialfinance.org/what-is-pay-for-success/ (last accessed January 2018); State of Nevada Conservation Credit System, "About," available at
https://www.enviroaccounting.com/NVCreditSystem/Program/Display/About (last accessed January 2018).
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Benefits of a pay-for-success model

Cost savings: Because payments are tied to observed, measurable outcomes,
the pay-for-success model has the potential to increase environmental return

on investment for the public.

Innovation: Properly structured incentives can encourage innovation as landowners
and other private actors find more efficient ways to complete a task. This is useful in
conservation, since environmental values and benefits vary greatly across properties,
watersheds, and regions. Finding conservation strategies that work—and increasing
their scale—requires testing different approaches. Private actors can play an impor-

tant role in this.

Increased private investment: USDA conservation programs have always targeted
goods and services that markets tend not to engage, such as the value of soil conser-
vation or downstream water quality. As scientific understanding of the connections
between these goods and services and land stewardship improves, pay-for-success
contract models can help guarantee benefits to private users, such as drinking water

utilities, and build market demand for environmental improvements.

Social policy programs have been a major focus of existing pay-for-success efforts.
Pay for success has been piloted in several states to find new ways of providing
better delivery of services, such as health care and education, or to reduce negative
social outcomes, including recidivism. South Carolina, for example, uses a pay-for-
success model to increase health care outcomes under the state’s policy objectives
for mothers and children. The program rewards investments that make health care
more accessible for low-income parents by tying payments to observed reductions
in the rates of pre-term births and other health metrics."” The state will monitor
other long-term metrics such as school performance to determine the social value
of the program. The pay-for-success model is intended to extend the reach of
health services—which are critically important for young children—and to help

participants overcome barriers to access.

In the environmental field, there are several examples of incentives being used
to attract investments in the procurement of ecosystem services. These include

pay-for-success contracts for specific projects—sometimes referred to as green
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or environmental impact bonds—and regulation-driven markets, where the
measured environmental gains of a project are converted into credits that can be

sold to mitigate for environmental impacts elsewhere. For example:

* In Prince George’s County, Maryland, the county government has entered a
30-year, $100 million agreement with Corvias, a private company, to build
4,000 acres of green infrastructure. These projects use native vegetation and
wetlands to treat stormwater runoff before it flows into local rivers and on to the
Chesapeake Bay. Corvias plans and finances projects and contracts with local
construction groups, while Prince George’s County approves payments based
on set environmental and economic development goals.” A similar project is
underway in Washington, D.C., where the water utility DC Water launched its
first environmental impact bond in 2016, paying investors based on measured

improvements in water quality.*!

Drinking water utilities have developed agreements with landowners in their
source watersheds—known as payments for watershed services contracts—
which pay landowners for stewardship activities or land uses that improve water
quality for utility customers.” It’s a win-win situation: The utilities ultimately
save money by reducing the need for treatment; landowners are compensated

for actions that help the environment; and consumers have clean water.

The mitigation banking industry uses a performance-based incentive system to
restore wetlands—a habitat type that has been heavily affected by development
and has lost more than S0 percent of its original area over the past century. Private
landowners and investors can accrue mitigation credits by restoring wetlands,
then sell those credits at a profit to developers, who gain certainty that there is a
government-approved way to offset the environmental impacts of their projects.
After the Environmental Protection Agency and U.S. Army Corps of Engineers
clarified restoration requirements in 2008, the number of wetland mitigation
banks tripled.”® The mitigation banking industry is a key part of the restoration
economy, which generates a $24.5 billion industry and is responsible for 126,000

jobs as well as hundreds of thousands of acres of restored wetlands.**
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How pay-for-success and market-based models
can advance USDA conservation objectives

USDA conservation programs already have characteristics that align with pay-for-
success initiatives, which creates an easier path to finding opportunities to utilize
this approach. These shared traits include the use of positive incentives and volun-
tary participation, as well as a focus on measurable environmental metrics that can

be used to set outcomes.

Given their focus on private lands conservation, USDA conservation programs
have tended to focus on providing rewards rather than punishment to encour-

age landowner participation. While this approach is appealing, it also raises valid
questions over the optimal structure programs can take to maximize their envi-
ronmental benefits. When allocating contracts, land protection programs consider
the potential environmental benefits of retiring land temporarily or permanently,
while partnership-focused initiatives, such as the RCPP, create space for projects
with outcome-focused incentives.” Linking landowner payments to measured,
demonstrable improvements on working lands would guarantee a public benefit.
This opportunity to use measurable outcomes aligns with broader, bipartisan

efforts to collect and use data to improve policies.?®

Pay for success also complements ongoing research efforts by the USDA and its
partners to understand the links between land management and environmental
services. This research has helped shape metrics, such as acres of habitat or tons of
avoided nutrient runoff from agricultural fields, that can be measured as out-
comes. This helps utilities, businesses, and government agencies gain confidence
in the value of investing in environmental services and drives demand for land-

owners to provide them.

In June 2017, for example, a group of Arkansas rice farmers, with the support of
the USDA and environmental NGOs, became the first rice producers to generate
and sell carbon credits for measurable reductions in methane emissions through
rice production.”” Methane is a powerful greenhouse gas that rice fields often emit
when they are flooded. Models of greenhouse gas emissions from rice fields were
used to identify by how much methane emissions would be reduced if fields were
periodically dried. Farmers who adopted this practice received carbon credits for
their efforts. Their improved land management practices became a marketable
asset, and they sold the credits they generated to Microsoft Corp. as the company

sought to compensate for its own emissions.
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Pay for success has the potential to form a natural connection between existing
USDA conservation programs and research efforts that help close the chronic
funding shortfall for conservation on U.S. working lands. This is especially true for
conservation actions that have a financial return, meaning they can attract private

investment and potentially spur market activity.
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Practical challenges for
performance-based programs

Several factors affect the potential of pay for success to improve existing conserva-
tion programs. These factors include structuring incentives to appeal to landown-
ers and targeting investments to ensure that benefits exceed costs. Such limitations
will affect how and where the concept of pay for success could be a useful part of

USDA conservation programs.

Voluntary conservation programs—pay for success or otherwise—need to be
attractive enough for desired participants to enroll. Barriers to enrollment can
stem from a range of factors, including the design of incentive payments; uncer-
tainty about the likelihood of a payout, or the odds that a landowner can meet

the requirements for success; the transaction costs, including the time, energy,

and investment necessary to participate; and access to the technical and financial
resources that help with participation. Pay-for-success programs can be more com-
plex than simple enrollment programs such as the Conservation Reserve Program

or EQIP, so these factors need to be carefully considered and understood.

Regulatory certainty can have a range of effects on both pay-for-success and
environmental markets, as regulation affects investments. For example, it can
affect how a business will reduce carbon emissions or whether restoring habitat
will generate credits that can be sold as mitigation. Changing or even threatening
to change the regulatory environment shifts the range of risks that landowners and
investors have to consider. While some regulations have created stability, such as

in the wetlands mitigation banking market, this is not always the case.

In March 2017, for example, U.S. Interior Secretary Ryan Zinke ordered a review
of policies regarding the use of mitigation to aid in the recovery of endangered
species.”® Later that year, he directed the department to review and possibly trans-
form management plans for the greater sage-grouse and rescinded departmental
guidance for reducing the impact of development on public land.” These policies

and plans were important guidance for private investment in mitigation banks
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for threatened species, many of which took years to develop.* Even if the policies
remain largely intact, the revision process may have long-term consequences for
the voluntary conservation of threatened species. Regulatory uncertainty makes it

clear that while the costs of conservation are guaranteed, returns are not.*'

Finally, the demand for the provision of ecosystem services will affect pay-for-
success or performance-based conservation efforts. Over the past decade, a great
deal of effort has been focused on attracting additional investment into conser-
vation. Successes are evident in some contexts, including, for example, utilities’
investments in watershed management.*> However, demand for other environ-
mental benefits, such as carbon storage and sequestration and habitat conser-
vation for threatened species, remains limited. Regulatory changes or other
economic triggers may change this trend, but until then, coordination problems

may limit market development.

In light of these limitations, a pay-for-success approach would likely require the

following conditions to add value to existing programs:

* Conservation outcomes—either actual changes to an ecosystem service such
as water quality or proxy measurements, such as acres of restored habitat that is
suitable for a threatened species—need to be measurable and verifiable to form

the basis for performance.

* Incentives need to be sufficiently appealing so that landowners or investors will

engage in a program.

* Transaction costs for landowners and investors—such as program enrollment

and validation of credits—need to be low enough to induce participation.

* Stable demand for an ecosystem service or other environmental improvement

is necessary through a public actor, a private actor, or both.

If regulation drives demand, the regulatory environment needs to be predictable
enough that the financial risks of participation are low, either for a landowner or

for other private capital that would invest in conservation with landowners.

With these principles in mind, there are several ways that the 2018 farm bill can
help the USDA extend the reach of its conservation programs, including by reduc-
ing transaction costs, attracting additional investment, and helping capture the

environmental benefits that agricultural lands provide.
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Recommendations

The lessons described in previous sections help frame opportunities to incorpo-

rate pay-for-success contracts and environmental markets into the suite of USDA
conservation programs. There are several opportunities to promote the adoption
of performance-based conservation programs through the 2018 farm bill, includ-
ing pilot testing and research initiatives; new authorities for USDA agencies; and

extensions to existing programs that support conservation innovation.

Enable USDA to support pay for success, environmental markets,
and other conservation innovations

There are several ways in which the farm bill can create space for pay-for-success
contracts to increase the scale and performance of USDA conservation programs.
Some advances can likely be made through administrative improvements—such
as application processes and less restrictive partnerships, which lower barriers to

private investment—while others may require new authorities.

One opportunity to support existing environmental markets is the establish-
ment of a revolving loan fund at NRCS or a partner organization, such as the
National Fish and Wildlife Foundation. Low-interest loans using public and
private funds would be distributed to cover the installation costs of EQIP proj-
ects that generate a financial return, perhaps by targeting certain conservation
practices or regions. One example is organic agriculture, an existing market that
is lucrative but out of reach for farmers with limited access to capital. Pairing
public and private funds would shield investors from some financial risk and
possibly give them a financial incentive to recruit landowners and generate

greater environmental and financial returns overall.*®

Allocating some EQIP funding to pay for the outcomes of practices would directly
adopt a pay-for-success approach and, depending on the context, could support

nascent environmental markets. This may be aligned with the RCPP, as partner-
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ships with groups such as drinking water utilities present a logical buyer for the
environmental services that EQIP practices provide. The utility would also have
established goals in terms of water quality improvements that would form the

basis for defining success in a contract with private investors.

There are also administrative changes that can help support pay for success.

The RCPP was created, in part, to encourage partnerships between the USDA,
landowners, and groups such as NGOs or utilities that improve conservation
outcomes. Some obstacles, however, have prevented private entities from pursu-
ing these partnerships. Lowering barriers to entry—for example, AGI require-
ments that limit business participation—would make it easier for partnerships

to develop between landowners, businesses, and NGOs through the RCPP. This
change could facilitate pay-for-success programs, especially through arrangements
between downstream water users and upstream landowners. This approach to
watershed management has become more common, with a wide range of utilities
and companies serving as partners in different regions.* Given that this type of
conservation investment is well past the proof-of-concept phase, reducing transac-
tion costs by streamlining the partnership process should have a significant effect

on more widespread adoption.

Support USDA investments in conservation innovation

Since 2002, the USDA has awarded grants to projects that aim to test innovative
approaches to private land conservation. The CIG program has supported pay-for-
success projects in the past, including mitigation banks for threatened species and
the forest resilience bond.* Its support is especially important at the early stages

of projects, when concepts have yet to be tested.

Currently, the CIG program provides only short-term grants. These are well-
suited for planning and proof-of-concept projects but are unlikely to be sufficient
for efforts to establish demand or attract funding to scale a project. Similar to
incubators used by venture capital firms, additional support is necessary to help
innovative projects mature and become established. This type of longer-term
support could be allocated in the form of grants through CIG or RCPP funding,
and would help project partners focus on issues such as transaction costs that are

hurdles to functioning independently.
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Incorporate ecosystem services into USDA data collection

The various arms of the USDA collect tremendous amounts of data on land use
and water that are critical to the agricultural sector, guiding management decisions
on crop usage and other issues. Expanding this investment in data management to
include timely and regionally appropriate information on ecosystem services will

help advance the use of pay for success in conservation.

Performance-based programs rely to varying degrees on the availability of
acceptable measurements of project outcomes, both in terms of the measurable
improvement in some natural resources as well as the size and distribution of the
economic value this improvement creates. Scientific understanding of the effects
of different management actions has improved dramatically as monitoring data
and computing power have increased. These improvements, however, have not
advanced at the same pace across different fields. While models for greenhouse
gas emissions and soil conservation have become better developed,* there is still
a great deal of uncertainty about modeling the value of habitat for wildlife or the

fine-scale improvements in water quality through conservation practices.

In addition to increased investment in these types of tools, the farm bill can direct
USDA efforts to ensure that data on ecosystem services are available in a timely
manner and at a scale that is useful for directing conservation investments. In
addition to soil and water data, appraisals under the Soil and Water Resources
Conservation Act are required to report on conservation practices.’” In the future,
these appraisals could include data on the adoption of conservation practices as
well as explicit information on the broader economic benefits of conservation
practices—for example, beyond individual properties. Similar information could
be provided at the regional level or for specific ecosystem services through the
Conservation Effects Assessment Project.”® For example, the impact of agricul-
tural practices on greenhouse gas emissions vary by region, among other factors.
The USDA should play a role in developing regional standards for measuring
ecosystem services. This may be a significant undertaking that could be focused
on specific ecosystem services in certain areas so that data needs for conservation

investments can be met in a timely manner.

Data on ecosystem services can also be applied to funding decisions for USDA
conservation programs. For example, the Agricultural Conservation Easement
Program could be modified to prioritize or evaluate eligibility for easements

using ecosystem service values in addition to a parcel’s likelihood for develop-
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ment. Given easements’ financial benefits, this would make it more appealing for
investors or landowners to consider the value of ecosystem services. It would also
create more economically and environmentally beneficial conservation patterns

with spillover benefits for wildlife conservation and outdoor recreation.

Focus research on program design and implementation

The voluntary nature of USDA conservation efforts makes programs’ design

and structure critically important to conservation outcomes. Landowners need
to be inclined to participate, and transaction costs—along with any compensa-
tion and beneficial partnerships available through a program—are likely to affect
their decision. The USDA Economic Research Service and numerous university
research groups have conducted studies on landowner enrollment in different
programs. But only a small portion of these have tested recruitment strategies,
incentives, and program structures. Using the 2018 farm bill to invest explicitly in
research to understand how different approaches engage landowners in conserva-
tion programs would be useful in determining where and how market approaches,
partnerships with private investors, or more traditional cost-share and technical

assistance programs would be most useful in the future.
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Conclusion

The potential social, economic, and environmental gains from conservation

on private lands are substantial, but current investment levels leave thousands

of landowner-driven conservation projects unsupported. This is important for
conservation in the United States, since most U.S. land, especially outside of the
Western states, is held in private hands. As the next farm bill takes shape, the for-
estry and conservation titles present a significant opportunity to shape the future

of conservation for vast portions of the country.

Pay for success offers a new approach to grow the pool of conservation funding

by directing private capital toward solutions for environmental problems such as
water pollution, carbon emissions, and declines in biodiversity. Greater invest-
ment in research on the economic value of conservation practices will help deter-
mine where pay for success and environmental markets add value to conservation,
giving landowners an opportunity to be rewarded for their stewardship. Support
through NRCS and the U.S. Forest Service for the continued development of
markets and innovative conservation will reduce risk for both the landowners who
produce environmental benefits on working lands and the companies and public

utilities that invest in conservation practices.

Elevating these efforts in the 2018 farm bill is a winning solution, one that would
provide a high return on investment for both the public and the economy as well

as help address a range of chronically underfunded environmental problems.
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