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Ecosystem Service Markets 
Business Opportunities for Farmers and  
Ranchers Practicing Conservation

The challenges facing land and water resources in the 21st cen-
tury are complex. Farmers and ranchers face daunting resource 
concerns that threaten their long-term livelihood. At the same 
time, public utilities, governments and businesses all face rising 
costs for providing clean water, treating wastewater, and protecting 
the environment. Moreover, the environment and natural resourc-
es are strained due to increasing pollution and ecosystem disrup-
tion. Traditionally, federal funding for conservation has been a vital 
tool to address these challenges, but today that funding is under 
unprecedented pressure. A new solution is needed. 

Ecosystem service markets have great potential to be a part of this 
solution. These markets can:

•	 Inject	new	private	capital	to	support	agricultural	conservation

•	 Improve	the	economic	viability	of	farms	and	ranches	

•	 Reduce	environmental	compliance	costs	for	regulated	
businesses and utilities 

•	 Reduce	the	pollution	and	habitat	degradation	that	threaten	
our streams, lakes, forests and wildlife

Ecosystem service markets enable trading of “credits” for indi-
vidual units of an ecosystem service. Entities that need to reduce 
their environmental impacts (such as wastewater utilities) can buy 
credits from entities (including farms and ranches) that voluntarily 
reduce their own impacts. Credits account for real, measurable 
improvements in the environment, such as pounds of nutrients 
removed from a stream or acres of wetlands restored. As a result, 
ecosystem service markets are inherently performance-based.

Building on Strong Foundations
The 2008 Farm Bill laid the foundation for USDA to support eco-
system	service	markets.	It	authorized	the	agency	to	develop	the	
basic scientific underpinnings for measuring and reporting eco-
system services from agriculture. The next farm bill must build on 
this	foundation	by	authorizing	USDA	to	help	farmers	and	ranchers	
participate in existing markets and to support the next generation 
of markets. 

Ecosystem service  
markets pay for real, 

quantifiable
environmental benefits.
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Helping Farmers and Ranchers  
Participate in Ecosystem Service Markets
To advance the development of ecosystem service markets, the USDA should provide basic 
information and resources for farmers and ranchers who want to get involved. County offices 
of	the	USDA	Natural	Resources	Conservation	Service	should	assist	locally	with	outreach	and	
technical assistance. Furthermore, USDA should develop a user-friendly tool to help farmers and 
ranchers determine how many credits they can generate, how much they are worth, and how the 
conservation practices would impact their operations. This tool 
must be based on the best available science. Finally, USDA 
should provide insurance products and loans to support the 
conservation investments that producers make in order to 
participate in ecosystem service markets. 

Advancing Markets that  
Work for Agriculture
USDA should promote the development of ecosystem service 
markets	just	as	it	promotes	the	development	of	markets	for	
traditional farm and ranch products. First, USDA should 
explore the opportunity for agriculture to provide low-cost 
environmental mitigation credits to other federal agencies—
such as the Departments of Defense and Housing and Urban 
Development—that already have a huge demand for credits. 
This	would	benefit	producers	and	save	taxpayer	dollars.	In	
addition, USDA should expand its partnerships with existing 
ecosystem service markets and use the knowledge it gains to 
produce a how-to guide for setting up markets that reflect the 
particular needs, challenges, and potential of agriculture.

A Rare Opportunity
Advancing the development of ecosystem service markets that work for farmers and ranchers will 
be a win for agriculture, businesses, taxpayers and the environment. This is a rare opportunity in 
a world of shrinking budgets and mounting problems. Advancing these markets should be a high 
priority for the next farm bill. 


