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T he concept of the marketable pollution permit ("MPP")' has be- 
come an increasingly popular topic of discussion for environmen- 

talists in recent years, although the idea has been in existence since at 
least 1968, when J.H. Dales published a book on the issue? This ap- 
proach was given added credibility when Congress enacted the Clean 
Air Act Amendments of 1990: which made the concept an official 
part of environmental regulatory policy. A typical solution in this 
area is for the government to mandate that a certain kind of pollutant 
in a specified geographic area be reduced by a defined target percent- 
age within a certain time period. Essentially, such nostrums are based 
a n  a centralized command system rather than the market place. 

Establishing a market in tradeable pollution permits triggers 
"quasi" market forces. This leads to a more efficient allocation of re- 
sources than traditional command and control alternatives and makes 
it possible to achieve the goal of reducing emissions at a lower cost. 
Firms that cannot achieve the targeted level can purchase a pennit 
from the party whose reduction exceeds the mandated amount. As 
such, there is an incentive for each party to reduce pollution below the 
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