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The Conservation Reserve Program
and the Bid Process

Larry Sanders

Extension Economist

As part of the Food Security
Act of 1985, producers have the
opportunity to place erodible land
in the Conservation Reserve Program
(CRP). The bid process is held
periodically by ASCS. ASCS is
respounsible for implementing the
program. SCS is responsible for
determining if the land meets the
erosion criteria.

A new sign-up has been
announced for Feb 9-27, 1987. The
steps are as follows:

(1) The producer should check
with SCS or a soil map to determine
eligibility based on erodibility.
Be sure to consider your farm plan
in determining the number of acres.

(2) Determine which
conservation cover would be best.
Again, visit with SCS/ASCS for
alternate covers and your Extension
office for agromnomic and economic
information. Then, make a partial
budget to find the least cost
conservation system. Be sure to
consider establishment and
maintenance expenses.

(3) The producer develops a
bid, which is an estimate of the
minimum he would be willing to
receive as an annual payment for 10
years to cease any productive
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activity on the land and to
establish and maintain an approved
conservation system. Include what
you are giving up--the value of the
crop foregone (total return,
deficiency payment and variable crop
expenses).

(4) Submit the bid to ASCS
during the sign-up period (February
9-27, 1987).

(5) Await the USDA announcement
for approval, probably between
mid-March and early April. If you
are approved, return to ASCS to
begin the contract process.

While there are a variety of
techniques to develop an appropriate
bid, the general idea is to estimate
the opportunity cost or value of
income lost, 50 percent of the cost
to establish conservation cover
(prorated over 10 years), and an
estimate of annual maintenance cost.
The producer may also wish to
consider a time value of money.

USDA will pay 50 percent of the
cost of establishing approved
conservation measures and will pay
an annual rental payment to
compensate for conversion for 10
years and permanent retirement of
any cropland base, and also provide
technical assistance.



USDA simplifies this process by
suggesting the appropriate bid be
generally equivalent to the rental
value of the land. Keep in mind
that if the land also qualifies as
highly erodible land under the
conservation compliance provision a
conservation system must be
implemented by 1990 to be eligible
for participation in any goverument
program.

In the previous three signups,
Oklahoma has approved more than
429,000 acres for CRP contract.
Competition for bids is on a
pool~wide basis. There are four
pools in Oklahoma: the Panhandle,
Northcentral, Southwest and East.
Maximum approved bids ranged from
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$40 in the Panhandle to $45 for the
Southwest and East to $50 for the
Northcentral.

Attached are worksheets for you
to annually estimate a bid for CRP.
When completed, review the form by:

1. checking the work;

2. reconsidering any data left
out or inaccurate estimates
that may have been made.

3. re-evaluating to consider
if prices or yields may be
too optimistic, etc.;
decide if you want to
adjust for the time value
of money.
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WORKSHEET I11
COVER MAINTENANCE EXPENSE

Partial budget data to estimate average maintenance expense
per year:

Variable Expense Alternate Covers
(P acrer 1. 2. 3.
. Fertilizer and
chemicals
E. Fuel, oil, repairs

C. Labor hours
* labor rate per hour

L. Annual maintenance
expense (A+B+CY

E. FAnnual maintenance expense for preterred cover (seliect
one amount from line Do
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WORKSHEET IV

RETURMNES FOREGONE

To partial budget for returns that are given up, the
producer must consider the cash walue of the potential crop,
potential goverrment deficiency parments, other additional
income that must be given up in the CRFP such as jilwvestock,
less all variable costs that will not have to be expended.
(NOTE: A similar computer wersion of this manual worksheet
may be used to obtain "returns foregone’. Ask your

Extension office +for CS
Analrsis bWorksheet, Sep

=232, 1987 Government blheat Frogram
ember 1%98&8, Agricul fural Economics &
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