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 Documentation Guide for:  ECONOMICS

BACKGROUND

The purpose of economic analysis is to provide information to decision makers to make informed decisions.  Decision-makers can be landowners, land users or individuals providing financial assistance.  Decision-makers want to know the benefits and costs of conservation plans before they make land use decisions.  Therefore, the planner must clearly and concisely present technical and economic information to the decision-maker.

Economic “effects” can be summarized into seven categories: Land, Capital, Labor, Management, Risk and Profitability, cost effectiveness. Economic “effects” are not always in “dollars”; resources can be valued in “non-monetary” units such as hours, tons, animal units or qualitative terms such as “reduced risk”.

Land Programs- Land is the basic unit of production.  It is where crops are grown, livestock grazed and wildlife produced.  Land is measured in acres (or hectares).  Productivity on the land is measured as units of production (pounds, bushels, etc.).  Farm machinery and structures are also included with land.  All changes in land use; land taken out of production or land brought into production should be identified.  USDA program eligibility is often affected by land use changes; such changes should also be documented.
Capital - Capital represents the landowners “ability to pay” for farm or ranch improvements.  Capital is a measure of the landowner’s monetary assets (dollars), physical assets (land & machinery) their ability to borrow money (credit), obtain financial assistance (cost-share) or barter “goods and services”.  All additional expenses and income resulting from conservation activities should be identified.

Labor – Labor represents the landowner’s “ability to work” or hire "workers”.  Labor is measured in units of time (hours, years).  Labor includes the landowner, family, hired help or other trained workers.  Changes to the labor requirements from managing/implementing conservation practices should be identified.

Management Level - Management level measures the land user’s  “knowledge, skills and ability” to operate the farm or ranch.  The management level is measured in qualitative units of skill level.  

Risk - Risk is the exposure to monetary loss, injury or damage to resources.  Risk is measured in qualitative units.  Risk affects crop and livestock/wildlife yields, flexibility, timing, cash flow and other resources.  The risk resulting from the conservation plan affects the landowner, those living or working on the farm, the local community and people traveling near the planning area.  Inform decision-maker of the risks associated with the conservation plan.
Profitability/Long Term Stability - Profitability describes the relative benefits and costs of the farm or ranch operation, and is often measured in dollars.  An activity is profitable if the benefits are greater than the costs.  Where possible, provide benefit and cost information to the decision-maker.  Some operations are not operable on a strictly “for profit” basis, if education, land preservation, etc. are primary objectives.  These factors should be identified.

Cost effectiveness – In most situations, an individual practice or system should offer the lowest cost means of achieving a particular set of objectives, regardless of profitability.  If it does not, the rationale for selection should be noted. 

POLICY

It is the policy of the Department of Agriculture and the Natural Resources Conservation Service that economic principles be included in all planning and agency resource allocation activities  (GM200- Economics, Subpart A, 400).  

Basic economic information should be collected and analyzed by the conservation planner.  However, the planner is not required to collect financial information from clients.  Financial information is very helpful in developing individual conservation plans, but not absolutely necessary. The planner only uses financial information the client freely offers.  Financial information found in conservation plans may include crop or livestock budgets, income/expense statements and inventory lists of equipment.  Confidential financial information is not for public use and is privately kept in the conservation plan documentation.  
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Casefile Documentation:  Economics
When correctly and completely evaluated this will provide adequate documentation for compliance with the National Environmental Policy Act (NEPA).  Attach to NM-ENV-1 when completed.

The Environmental Evaluation and Resource Inventory Checklist (NM-ENV-1) documents the environmental, social and economic effects of the conservation plan on the benchmark condition.  The economic “effects” are summarized into six categories: Land, Capital, Labor, Management, Risk and Profitability.  The following steps demonstrate how to complete the economic portion. 

STEP 1.  Identify the economic resource concerns for the benchmark condition during the farm/ranch inventory.  Document the economic concerns in the Assistance Notes (Business Comment, Objective, Resource Problem/Opportunity, and Technical Assistance) and the NM-ENV-1.
STEP 2. Complete the conservation plan, using economic information to formulate conservation alternatives.  Have the landowner select an alternative.  Document the economic “effects” of the selected alternative in the Assistance Notes and the Resource Impact Summary.  Include conservation practice cost estimates.  (Note: Economic information for planning can be found in the Field Office Technical Guide: Cost Estimates, Guidesheets, and Conservation Practice Physical Effects).

STEP 3. On the NM-ENV-1, check “yes” or “no” on “special actions required” for each economic concern identified by the landowner.  The only economic “special actions required” are for the planner to inform the landowner how the economic resource concern was addressed in the conservation plan.  The conservation plan is not required to “solve” economic concerns.  However, the planner should formulate the conservation plan to address each economic concern where possible.

STEP 4. Write a short note in the NM-ENV-1 about how the concern was addressed through the selected alternative (attach additional documentation if necessary).

If you are uncertain about economic principles or analysis contact the Agricultural Economist.

Documentation Notes:  
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