
Pay-for-results concept tested 
 

Pilot programs give farmers incentive payments based on the environmental benefits they achieve. 
(5/13/2011) 
Jacqui Fatka 

 

FARMERS are often on the defensive 
when it comes to environmental issues, 
but the truth is that farmers are taking 
many of the right steps to leave their 
land in better shape than they found it, 
and with the right tools, they could better 
implement creative approaches to 
continually improve the environment, 
explained Jon Scholl, a partner in his 
family's Illinois corn and soybean farm 
and president of the American Farmland 
Trust. 

The trust has joined with Winrock 
International to test a pay-for-
performance approach to conservation. 
It is a results-based program that gives 
farmers the opportunity to profit, with 
payments based on environmental 
outcomes — not tied to specific 
practices. 

Winrock agricultural economist Jon 
Winsten noted that current conservation 

programs have a set list of management practices on which the government will share costs, but anything not on the list is off the table. 
A pay-for-performance approach gives producers more flexibility to make changes for their land and their businesses that make the 
most sense. 

"The most important part of this concept is engaging producers as businesspeople and as problem solvers. That's what they're really 
good at," Winsten said. "Our current programs have not really engaged producers to use their knowledge and skills to find cost-effective 
solutions." 

From a farmer perspective, one of the main drivers is profit. Winsten noted that this approach says to farmers, "If you can reduce your 
costs of pollution control, there's going to be more money in your pocket." 

Jeff Pape, president of the Hewitt Creek Watershed Council in Dubuque County, Iowa, said the program has allowed farmers to learn 
from each other. Neighbors share what has worked for them, and conversations and ideas blossom over what works and how efforts 
can be improved. 

With record high demand for farm commodities and federal farm program spending increasingly under scrutiny, farmers will need 
conservation programs that can do more with less. "The single most important thing we need if we want to have a greater bang for the 
buck from government funds is to focus on outcomes, such as improved water quality," Winsten said. 

Pilot projects 

Winrock has teamed with Iowa State University, the University of Vermont and the University of Maryland to conduct projects that test 
ideas such as incentives for reducing phosphorus or other nutrient losses from farms. 

Current programs for controlling agricultural non-point source pollution in the U.S. consist, in large part, on cost-sharing best 
management practices and compensating farmers for idling selected tracts of working land. While these programs are important tools, 
they often do not encourage farmers to utilize the most cost-effective actions or inspire new and innovative solutions to reduce non-
point source pollution from their farming operations. 

One of Winrock's pilot projects provided participating farmers with incentives designed to induce the most appropriate and cost-effective 
solutions for each farm, farmer and farm business. The project focused on six small watersheds in the Lake Champlain and Upper 
Mississippi River basins. 

The project used two incentive approaches. The first offered farmers a set payment for meeting specified environmental targets. 
Payments were made for estimated phosphorus loss reduced, having a phosphorus loss risk of medium or below (as estimated by 



Iowa's P Index) and for adequate nitrogen management, as shown through an end-of-season cornstalk nitrate test. 

The full cost to the farmer of each action was also estimated, and the cost per pound of phosphorus loss reduction was calculated. 
Actions that cost the farmer less than the incentive payment of $10/lb. of phosphorus loss reduced were considered good business 
decisions for the farm to implement. This approach was pilot-tested in the North Fork Maquoketa Headwaters in Iowa. 

The Figure shows the cost per pound of phosphorus loss reduction from each of the specific changes on participating farms. Any 
measure that costs less than the incentive payment of $10 resulted in increased profit for the farmer. There is a large variation in cost 
effectiveness among and within categories of actions, which indicates the need for a flexible, field-specific approach. 

Reduction measures included different tillage methods (prepping the soil, changing to no-till or eliminating fall tillage), manure/fertilizer 
management, adding buffers or making crop rotation changes. 

The project's second incentive approach used watershed councils to make group decisions on program rules and payment levels. 
Incentive payments were made to reduce phosphorus, nitrogen and sediment loss from participating farms. Each farmer selected from 
an array of performance targets and commonsense practices listed in a simple menu. This approach was pilot-tested in Iowa's 
Coldwater-Palmer, Lime Creek and Hewitt Creek watersheds. 

During the first year of pilot-testing, 13 farms participated from within the Coffee Creek watershed, which is in the North Fork 
Maquoketa Headwaters. The average reduction in estimated phosphorus loss was 0.40 lb. per acre per year across the entire farm 
(i.e., not just treated acres). There was a wide variation in these reductions, ranging from zero to 2.62 lb. per acre per year. 

Iowa State University Extension watershed specialist Chad Ingels explained that all farms in a watershed were treated equally, whether 
the farm had 2,000 acres or 160 acres. What the testing found was that as farmers made changes, they were saving money and/or 
making money; bigger operations benefited more on a per-acre basis. 

The biggest savings were in nitrogen applications. With a better understanding of the nutrients in the soil, farmers found out if they were 
over-applying fertilizer. 

Pape had not accurately accounted for the livestock manure he spread on his farm and was able to decrease fertilizer applications. He 
and other farmers saved as much as $50 per acre once they dialed in the proper applications. 

Here's our point: Pay-for-results concept tested 

MOST farmers consider themselves stewards of their land for a short time and aim to leave it in better condition than it was initially. 

Jeff Pape, president of the Hewitt Creek Watershed Council in Dubuque County, Iowa, said a new pay-for-performance conservation 
program has allowed farmers to learn things about the land and creatively look for ways to improve it beyond today's traditional 
conservation programs. Additionally, the program provided an open forum for farmers to learn from each other. 

Small payments provide farmers with an incentive to try something new, and oftentimes, the measure pays for itself. The approach also 
improves the participation rate and ownership farmers take in conservation and environmental issues, according to Jon Winsten, an 
agricultural economist for Winrock International. 

"In the long run, poor environmental performance leads to lower profitability," Winsten said. If farmers are given the performance 
incentive related to environmental outcomes, they are very willing to take action. 

With tight budgets, the time is right for a new tool in the toolbox that provides ways for farmers to stay in business and also provide an 
incentive to improve the environment. 

Winrock, American Farmland Trust and Sand County Foundation are holding a workshop on developing recommendations for including 
pay-for-performance in farm bill conservation programs. The workshop will be July 20-21 in Washington, D.C., and more information is 
available at www.flexincentives.com/2011workshop. 

Find out more ways farmers work to improve their land and the environment at www.FeedstuffsFoodLink.com. 
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