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Our work: Coast


1. Introduction
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Most water used is locally sourced


Central Coast
Water Management Challenges
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Along the coast, recharge occurs naturally from rainfall in the hills and at the edges of the valleys. Since coastal regions don’t have a snowpack to hold water, and there are very few reservoirs, they have not developed surface water delivery systems.  Instead the region is almost entirely groundwater dependent for agriculture.
And over pumping has resulted in intrusion of sea water into the coastal groundwater.
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This image shows the steady creep of salt water into the coastal aquifers of the Monterey Bay over the past 60 years.  Most of the GW basin is at or below sea level, making it prone to further advance of seawater intrusion.

Water conservation (through irrigation efficiency, soil management, rotational fallowing, water recycling) and MAR are all part of solutions currently being implemented to address this issue.


Incentivizing Water Conservation

1.
2. We all think we are being efficient water users

3. We can’t manage what we don’t measure

A key first step: Performance Metrics
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We have focused on how to incentivize greater water conservation.
The US Department of Agriculture has offered cost share funding for years for farmers to install more efficient irrigation systems but overdraft is still worsening.  We are looking for ways to encourage or reward better management: challenges to pricing; what problem?

Daniel – here’s a great place to again bring home our collaborative, ground up approach. We are trying to find solutions that actually work for farmers, rather than imposing metrics that don’t bring environmental benefits. 


2. Partnering Organizations and Roles
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Today we want to talk about a collaborative project to develop a performance-based incentive for Ag water conservation, but first we’d like to introduce the three partners and their roles on this project 

What is your role in this effort?
FarmLink – the lender and will provide rebate for environmental performance
RCD – Conservation expertise in working with farmers. Install equipment, analyze monthly reports, go over with farmer/discuss what the numbers mean and how it can inform water and nutrient management
Sustainable Conservation - Long-term partnership with RCD, work on/inform technical side of metrics development Informing and developing incentives is a key part of our approach  - focus on engaging impact investing to fund TA and loan product; will assess and see if we can replicate → see if this incentive can be scaled to other geographies/solutions for water scarcity and quality problems where we focus



Performance—based Incentives for
Conservation in Agriculture (PICA)

In partnership with:

CDFA-SCBG
USDA State CIG
Sustainable Conservation

Preservation Inc.

UC Cooperative Extension

RE S O U M C E RCD Monterey County

CONSERVATION DISTRICT . . .
OF SANTA CRUZ COUNTY Callf.o.rnla.FarmLmk .
Participating growers and shippers



PICA in a nutshell

PICA is a voluntary program assisting growers in tracking water use and nitrogen
movement on their farms to demonstrate and incentivize environmental performance

Objective — Indicator(s) —— Target(s) — > Measurement ﬁ-

Water Quantity Water Quality

Reduce water pumped from
aquifer

Reduce nitrate leaching & nitrate in storm runoff




PICA metrics

e Water Use Conservation Ratio (%)
Applied (in)/ETc (in)

* Nitrogen Use Conservation Ratio (%) as indirect
measure of nitrate leaching

N Inputs (Lbs N/ac) / N uptake (Lbs N/ac)

* Nitrogen and sediment loss in storm runoff

Concentration of Nitrate and Total Suspended Solids in farm runoff



Strawberry Water Use Efficiency
Metric Testing
2013 - 2017

e 50+ Strawberry Ranches
* 8 Shipping companies

* 300+ Acres per year

e varied irrigation and fertilizer management,
and recordkeeping
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To test the value of performance metrics for water efficiency we partnered with Driscoll’s Berries and other companies to evaluate current farm water efficiency.
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Even though average conservation ratio has been consistent over the last 4 years, we still see a lot of variability within each cohort (from under irrigation to over irrigation), suggesting there is still plenty of room for improvement and value in the TA provided.
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Sustainable Conservation is a non-profit that helps California thrive by uniting people to solve the toughest challenges facing our land, air and water. 
We bring together business, landowners and government to steward the resources we all depend on because we believe that finding common ground is one of the best ways to protect CA’s resources.

Role on this project…


CALIFORNIA

FARMLINK
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Access to capital is key service FarmLink is already well known for; we want to also support environmental stewardship given 1) its part of FarmLink ethos and 2) it is becoming more widely recognized that negative environmental impact, if unaddressed, pose material financial risk.



3. Linking Farm Loans to Water Conservation
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Partners have developed the Conservation Incentive loan product to provide financial incentives to facilitate improved natural resource management and farms’ overall environmental performance. The conservation loan product will provide financing with tiered discounted interest rates based on environmental performance for farmers who commit to collect current on-farm water and nutrient use data and implement water and implement water and nutrient management, and achieve and/or surpass conservation goals.




A farmer’s perspective...
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• Farmers are fairly resilient, but not unbreakable. They are often referred to as the nation’s first conservationists. Looking forward, climate change brings unprecedented challenges that demand innovative solutions.
Farms depend on natural resources to operate, and the vast majority of farmers are stewards by nature. However, perception of costs and regulatory complexity, as well as a lack of technical knowledge, can deter farmers from exercising their capabilities to manage natural resources effectively. 
Delaying environmental compliance and performance until farms are financially stable, can lead to further business expenses. Addressing both simultaneously will strengthen the business and provide the most return on investment. 
Farmers are imminently pragmatic, and are also systems thinkers. One Santa Cruz County farmer who is measuring his soil moisture and water use recently stated:
“Management of water, fertility, soil, and inputs is all related; by managing one you affect all. My priority for a long time has been to maximize efficiency. Water is key!”
This farmer, along with most of his peers, can clearly see the big picture. For him that includes what happens both at and below the soil surface:
“If we don’t watch our irrigation, we risk flushing nutrients down below the root zone. By avoiding over-irrigation we are also taking care of our farmworker’s safety.”
He knows that ‘below the root zone’ means not only a loss of the value he’s invested in fertilizer, but possibly an impairment of water quality.
“This information helps us to determine how efficiently we are using our resources, our [irrigation] well and its pump. Every dollar counts! Improving efficiency benefits our bottom line.”
Currently, there exists few incentives for farmers to invest their scarce finances and time to implement natural resource conservation practices. Project partners have evidenced key barriers to implementation of water and nutrient conservation practices, including the initial data collection required to understand baseline resource use, as well as availability of funds required for implementation of conservation practices. Refined and tested through this project, the Conservation Incentive Loan Product will be shared with other RCDs statewide, as well as current and prospective social investors in FarmLink’s agricultural CDFI and loan fund.
It also addresses demonstrated disparities in access to conservation support among the increasingly diverse, next generation of farmers poised to take the reins of our agricultural sector, food system and rural economy over the next 10-15 years. 



What is a

“Conservation Incentive” loan product?

A SOLUTION ADDRESSING 3 ISSUES IN AGRICULTURE:

 Social/financial barriers
e Water quality & quantity

e Conservation practice implementation
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How will this be achieved?

Overarching Strategy:

Provide educational resources, equipment, and a financial incentive
to work with Conservation Specialists (TA provider), to implement
practices, and demonstrate the accomplishment of conservation

goals.

Key components:

Complementary partnership

Appropriate resources & specialists provided to farmers
Financial incentive provided by lender

Operating Cost reduction (water & nutrient use)
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Power of partnership


How does it work?

Year 1 (Prerequisite):

1) Initial inquiry/ Basic eligibility

2) Conservation evaluation/ baseline / goals

1) Water use

2) Nutrient use TR
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» INCENTIVE: Program pre-approval &

End of season “Bonus check”
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Overarching strategy: Provide educational resources, equipment, and a financial incentive to farmers willing to work with specialists to monitor usage and implement practices to help achieve the region’s water conservation and water quality goals

Work with the RCD to set up monitoring and process to collect water and nutrient use information



How does it work?

Year 2-5:

1) Loan application/approval

2) Conservation practice
implementation

3) Measurement of performance

» INCENTIVE: End of season “Rebate Check”
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Implement conservation recommendations 
Measurement of performance – farmer’s role and RCD’s role
Incentive: Farmer receives financial rebate/ reduced interest rate at end of crop season once RCD has reported to FarmLink the water and nutrient use results



Financial Incentive Tiers

Years 2-5 (Implementation & Performance):

Improved

eI * Highest incentive

Maintained
performance

e Slightly lower incentive

Implementation e Slightly lower incentive

Reduced

S e No Iincentive
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The Conservation Incentive Loan redefines the farmer’s relationship to conservation by providing a financial product with a cash-back payment.
 Its tiered incentive system starts with a $500 incentive for enrollment and measurement of soil moisture content. 
The next two tiers offer discounts on the loan interest rate: 1) improvement in reducing water use for a 2% discount and, 2) maintaining a benchmark in subsequent years for an additional 1.5% discount. 
The farmer receives a lump-sum, cash-back payment at the end of the loan.
Max enrollment of 5 years




4. Program Goals and Transferability
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Triple bottom line outcomes:
Social: community vibrancy through historically disadvantaged farmers getting business TA, access to capital 
Environmental: measurable contributions toward the region’s water conservation and water quality goals
Economic: A real financial reward for farmers who show results of their stewardship
�Other: is this where we include the engagement of private capital as source of funding?
Business world is realizing the risks they face if they are not supporting environmental and social returns right alongside financial returns → driver for funding conservation and social outcomes
Public funding will continue to be bulk of funding for social and environmental outcomes, but don’t overlook potential ‘new’ sources from private sector
Full transparency – not easy/takes longer than you think/can be challenging to get private investment 



Take Home Messages

- It’s all about collaboration
- 2018 — demonstration

- Assess feasibility to replicate

- Encourage others to consider this
type of incentive in their regions
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Collaboration:
Couldn’t do this without each partner organization playing it’s role
Value of RCD’s role  other RCDs could play same role in their counties
2018 Demonstration - achieve:
Social: community vibrancy through historically disadvantaged farmers getting business TA, access to capital 
Environmental: measurable contributions toward the region’s water conservation and water quality goals
Economic: A real financial reward for farmers who show results of their stewardship
Replication: see if other lenders would offer similar loan product�Business world is realizing the risks they face if they are not supporting environmental and social returns right alongside financial returns → driver for funding conservation and social outcomes
Public funding will continue to be bulk of funding for social and environmental outcomes, but don’t overlook potential ‘new’ sources from private sector



Thank you!
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Check out our website for resources
https://www.fsa.usda.gov/news-room/fact-sheets/index
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Tier classification process/structure…
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