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Summary Points

WQT is a compliance system for parties 
facing regulatory requirements1

2

3 As currently designed, WQT will make a 
trivial contribution to reducing ag - based N

W QT is  n o t  a  fin a n c in g  m e c h a n is m  fo r 
vo lu n t a ry a g  n o n p o in t  N re d u c t io n  
p ro g ra m s



Wate r Qua lity Trad ing  in  Conce p t

Market-based WQT
• Establish total permissible discharge
• Allocate rights/permissions to dischargers
• Allow transfers
• Monitor/Enforce

Regulatory N Limitations
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Mass load cap achieves 
social WQ goals

Trade grants 
dischargers flexibility to 

reduce cost



Wate r Qua lity Trad ing  w NPS cre d its
Regulatory N Limitations
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The  e conom ic  ra tiona le  fo r “PS-NPS” Trad ing

Source : J one s  e t a l, “How  Nutrie nt Trad ing  Can He lp  Re s tore  the  Che sap e ake  Bay” WRI 2 0 1 0



Conce p tua l Issue s  

Pra c t ic a l Exp e rie nc e
N

Stephenson, K. and L. Shabman. 2017. “Can Water Quality Trading Fix the Agricultural 
Nonpoint Source Problem?” Annual Review of Resource Economics.

WQT: Solu tion  to  Ag  NPS N?



WQT: Solu tion  to  Ag  NPS N?

PS-NPS trad e s  a re  an  offse t in  load s

N

Conceptual Issues

Re g u la te d  load s  sm a ll re la tive  to  NPS



Sim ula te d  N Load s  the  Che sap e ake  Bay, 2 0 1 9
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WQT: Solu tion  to  Ag  NPS N?

PS-NPS trad e s  is  an  offse t in  load s

N

Conceptual Issues

Re g u la te d  load s  sm a ll re la tive  to  NPS
What about trading ratios, retirement ratios, etc.?

What about lower caps or bring in more sources
(“regulatory drivers”)?



WQT: Solu tion  to  Ag  NPS N?

Ve ry lit t le  PS d e m and  for ag  N c re d its

N

Practical Reality

Ag  N c re d it sup p ly p rob le m s

Over 25 years experience has produced limited 
instances of sustained trading involving 
agriculture & even less on ag working lands



More  Effe c tive  Wate r Qua lity Trad in g
Regulatory N Limitations
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