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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 1s 
responsible 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)Determ1ne which 
conservation cover would be best. 
Again, visit with SCS/ASCS for 
alternate covers and your Extension 
office for agronomic and economic 
information. Then, make a partial 
budget to find the least cost 
cons e r vat ion 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 
rece1ve 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 
yea r s an d p e r m a n e n t ret i r erne n t 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 government 
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 1.n 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. 



CRP BID 00RKSHEETS 

Some of this information may ce estimated on the other 
attached worksheets. Where tnis 1 s done, the appropriate 
.. ,.Jor·k·:.hee t a.nd 1 i ne i tern i -:;. r·efer·o:-nced fc·r· the r·e·:.IJ 1 t. 

A. Assemble necessary data: 

Number of acres to be bid 

2. E·:.t.:c;.bl i -:.hment e::-:pen·:.e qu.:c<.l if 1 ed fn:-· 
50% cost share (Worksheet II-F) 

4. 

t= 
._1 • 
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Other· e·:.t.:c;.bl i ·:.hmen t e.z:pen·::.e 
( l, . .ior· k sheet I I -13) 

Annual maintenance expense 
(Worksheet III-E) 
An n u .:c;. i r· e t u r· n -: f or· e 9 on e < 1...,1 or· ~:: ·::. h e e t I 1· • ...' - 0 ) 

Number of contract Years 

Time value of money 

8. C.:c<. i c 'J 1 a. t e net i n i t i .:c;. i c•u t l .:c;.;-- for e ·:. t .:c;.b 1 i ·:.hme n t of 

• ! • Cost snare (A2 ~ 50%) 

2. ···(our· out l .:c;.;.-· '.. E:l + A:3> 

C. C:.:..1cui.:«.te .:r-r:aur· tc,t.~.l caUtla.:-,.··: 

1 • Matntenance years (A6 - ·=--·- e .:.. r· ) 

2. Total maintenance expense (A4 x Cl) 

.-. 
·~. Total outlay (82 + C2) 

4. A•-..'er·.:..9e .:c;.nnu.:c<.l expen·se ( c:::: t A6) 

D. Calculate annual minimum bid: 

1 • Minimum bid per ac~e (A5 + C4) 

2. Tc•t-:c<.i .:c;.nnu.:c;.l contr·.:;..ct bid (01 >< Al) 
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;,._iOF<:K:SHEET I I 

After checking w1th SCS/ASCS on recommended covers and 
e :x: pen se s q u a.l i f i e d f c•r· 50~,··~ cost ·:.h a.r- e , ·:.e i e c t ti . .o •• iQ c•r three 
covers you might consider, get budget informat1on from your 
Extension office or other sources to e~timate tne costs to 
estab1 i :.h ea.ch •:o(_.;er·. If ther·e .;..r·e other· expense·s th.;.. t ,jo 
not qua.i !fy for· c•::.st sh.ar·e t•ut ::···c·u decide the:-' .;..r·e ;mpor·t.;..nt 
enough for your farm pian for you to implement them, use a 
simi i a.r p .;..r· t i .;..1 t••J ,jge t f c.~r·ma. t .;..·:. the or, e ·:!"! >:•I.J.!rJ bel CJI.> •. i to 
est i ma. t e c c•-=· t ·: .• 

Variable expenses 
($/·a.cre) 

A. Seed 

B. Fer·tilizel" 

c. Fuel, oi 1, repa1r·:. 

D. Labc•r h c•u r· =· 
X labor rate per nour 

E. Total establishment 
c•::.:.t qua.l if i ed for 
cost share CA+B+C+D) 

1. ______ 2. ________ 3. ______ _ 

F. Once you compare the alternate cover costs, consider 
the compartson of annual maintenance costs estimated in 
the next ,,,mr·k:sr-,eet,a.long • .. •.Ji.th any other· non-qu.al ified 
expenses and your own farm plan preferences. Then maKe 
your preferred chotce. 
Tot.al est.:r.bl i shmen t •:•::.st qua 1 if i e•j fc·r· cc•·:.t shar·e for· 
>'Our· preferr·ed choice ( se 1 ec t one .:r.mc•un t fr·om 1 i ne E): 

preferred choice: 
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WORKSHEET III 

CQ~)ER MAINTENANCE E><PENSE 

Partial budget data to estimate average maintenance expense 
per· year·: 

Variable Expense 
($_, .. ··a.cr·e) 

A. 

B. 

Fer t i 1 i zer and 
c r-, em i ca. i s 

Fuel~ •:oil, rep.:r.irs 

C. Labo~ hou~s 

D. 

X labor rate per hour 

Annual maintenance 
expense <A+B+C) 

Alternate C•::overs 
1. ______ 2. ______ 3. _____ _ 

E. Annual maintenance expense for preferred cover <select 
erne am-ount fr·om l I ne D): -------
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RETURt·~S FOF:EGONE 

To partial budget for returns that are given up, the 
producer must consider the cash value of the potential crop, 
potential government deficiency payments, other additional 
income that m•.J:.t be ·~i ven '.JP in tt1e CRF' ·:.uch as 1 i •,!e·:.t•::.ck, 
less all variable costs that will not have to be expended. 
<NOTE: A simi 1 ar •:c•mj:II.J ter • . .Jer .. :. i c•n c•f this m_.;..mJa 1 lAJOr·Kst",ee t 
ma:;.~ be used to c•btai n "r·etur·ns for·egone". Asl-:: ~·-c•'.Jr· 

Extension office for CSS-23, 1987 Government Wheat Program 
Analysis Worksheet, September 1986, Agricultural Economics & 
Cooperative Extension Service, OSU.) 

A. 

8. 

c. 

D. 

E. 

F. 

G. 

H. 

I . 

.J. 

I<. 

L. 

t··1 • 

N. 

0. 

Expected yield (bu./ac.) 

Loan rate ($/bu.) 

Nine months storage costs ($/bu.) 

Loan minus storage costs ($/bu.=B-C> 

Base harvest rate (% base acres) 

Gross return ($/acre=A x D x E) 

Expected Deficiency Payment ($/bu.) 

ASCS program y1eld (bu./ac) 

Deficiency payment ·($/ac.=G x H x E) 

Net a.ddi tiona.l inc•::tme ($,/.;:..c) 

Gross income ($/ac.= F+I+J) 

Program crop variable cost (S/ac) 

Non-program crop CACR, CU, other) 
variable costs ($/ac) 

Program crop variable cost adjusted 
for harvest rate ($/planted and 
harvested acres= L x E> 

Non-program crop variable costs 
adjusted for set aside rate 
($/non-program crop ac.= M x (1-E)) 

Total variable costs ($/base ac.=N+O> 

Q, Return over variable costs 
( $/·b.:o.se .:o.c .=1·<-F·> 
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