
Introduction

The many and varied resource concerns influenced by agricultural produc-
tion are often the result of small contributions from many farms over vast
areas, and “one-size-fits-all” solutions are unlikely to be effective in
addressing them. Policymakers have a wide range of policy instruments to
address resource concerns (see Chapter 5.1, “Conservation Policy
Overview”). One tool, land retirement (see Chapter 5.2), is and will
continue to be an important part of U.S. conservation policy, yet many
resource concerns—such as nutrient and pesticide runoff (see AREI Chap-
ters 2.2 and 4.5)—can be more cost-effectively addressed on the 850
million acres of working cropland and grazing land. 

Programs directed at working-land conservation are growing. Much of the
80-percent increase in conservation funding outlined by the Farm Security
and Rural Investment (FSRI) Act of 2002 goes toward conservation efforts
under two programs that pay farmers for conservation efforts on working
lands—the Environmental Quality Incentives Program and the Conservation
Security Program.

The Environmental Quality Incentives
Program—EQIP 

EQIP was established under the 1996 Federal Agriculture Improvement and
Reform (FAIR) Act. EQIP’s principal objective is to provide producers with
assistance that promotes production and environmental quality as compat-
ible goals, optimizes environmental benefits, and helps farmers and ranchers
meet Federal, State, and local regulatory requirements. 

EQIP provides producers with technical and financial assistance for imple-
menting and managing a wide range of conservation practices for crop and
livestock production. Sixty percent of overall EQIP funding is targeted to
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natural resource concerns related to poultry and livestock production. The
remainder is directed toward practices that address conservation priorities on
working cropland. Initial funding from 1997 to 2001 was roughly $200
million annually. However, funding for EQIP increased substantially under
the FSRI Act—$5.8 billion over 6 years (2002-2007), with annual funding
levels increasing from $400 million in 2002 to $1.3 billion in 2007.

Farmers seeking to participate in EQIP complete an application indicating
which land will be enrolled, which resource concerns will be addressed, and
what practices will be used. Each State or local Natural Resources Conser-
vation Service (NRCS) office ranks applications based on the treatment of
priority natural resource concerns; treatment of multiple resource concerns;
use of conservation practices that provide long-term environmental enhance-
ments; compliance with Federal, State, local, or tribal regulatory require-
ments; and the relative cost-effectiveness of the proposed conservation
practice. Applications receiving the highest environmental benefit scores
based on the ranking criteria are approved for funding. 

EQIP uses two types of financial assistance to encourage implementation and
management of conservation practices: cost-share and incentive payments,
limited to $450,000 per person or entity over a 5-year period. Cost-sharing
applies to structural and vegetative practices and may pay up to 75 percent of
installation costs, although a 50-percent cost-share is more typical. Examples
of eligible practices are grassed waterways, filter strips, waste storage facilities,
and caps for abandoned wells. Incentive payments encourage producers to
adopt land management practices they may not have otherwise used. Incentive
payments are not directly linked to producers’ costs; rather, a payment amount
sufficient to encourage practice adoption is estimated for each county. Eligible
practices include nutrient management, integrated pest management, irrigation
water management, and wildlife habitat management.

Distribution of EQIP 
Funds Geographically

Approximately $2.5 billion has been allocated under EQIP from its incep-
tion (FY 1997) through the end of FY 2004. Fund allocation by ERS Farm
Resource Region expresses the geographic variation in terms of the natural
resource base, products produced, and financial performance (fig. 5.4.1). 

Although resource concerns vary regionally, payments appear to be distrib-
uted among resource regions in rough proportion to the number of farms
and value of agricultural production in each region. 

Distribution of EQIP Funds 
by Environmental Concern

Between 1997 and 2002, 73 percent of EQIP funds were allocated to
geographically defined priority areas: watersheds, regions, or areas of special
environmental sensitivity that have significant soil, water, or related natural
resource concerns. This regional targeting allowed flexibility in addressing a
broad set of environmental priorities (fig. 5.4.2), subject to limited funding. At
the national level, over one-third of EQIP funds involved water-related conser-
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