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Key Points
• Farm managers in the Bay watershed have 

very diverse characteristics that will affect 
both their motivations and their response to 
environmental conservation messages

• Agricultural pollution is a negative externality 
caused by nature and property rights

• Our focus on BMP adoption is a consequence 
of inability to measure pollution

• BMP adoption usually implies net cash or 
opportunity costs
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BMPs: A Partial „Fix‟ for 
Externalities

• Agricultural pollution is a negative 
externality caused by nature and 
property rights

• BMP reduces social cost of externality

• Our focus on BMP adoption is a 
consequence of inability to measure 
pollution
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BMP Cost
• Total cost of BMP adoption is farm-

specific

• In most cases, cost-share doesn‟t cover 
total cost of BMP adoption to farmer

• In most cases, farmer not required to 
accept the deal

• For reasons of their own, some farmers 
would have adopted the BMP w/o $$
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BMPs vs. Performance Standards

• BMP adoption does not equate to 
fixed amount of pollution reduction

• Verifiable performance standards or 
quasi-standards can incentivize 
better pollution reduction 
performance
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“Fair” Isn‟t Efficient

• Political or simple geographic 
allocation of conservation funds is 
inefficient

• Targeting by delivered load 
effectiveness IS
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Impact of Required BMPs on 
Regional Competitiveness

• Any required practices that do not 
fully compensate producers‟ costs 
make them less competitive with 
other regions

• Mid-Atlantic livestock and poultry 
industries are less competitive for 
reasons which include required 
practices
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Questions?

Jim Pease

Ag&Applied Economics, Virginia Tech

jim.pease@vt.edu

540/231-4178
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