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Objective: Implement effluent trading on a national scale as a cost-effective approach for reducing water pollution. 

Background: Under the Clean Water Act, "point source" dischargers (industrial and municipal facilities that discharge wastewater through pipes into rivers and

streams) are required to reduce pollution to meet water quality standards. Dischargers have traditionally met these standards uniformly at each discharge pipe. 

Under an effluent trading program, a discharger that can reduce pollution below the minimum level required to meet water quality standards can sell its excess pollution

reductions to other dischargers within the same watershed. This can have several desirable effects. First, it allows dischargers to take advantage of the economies of

scale and the treatment efficiencies that vary from discharger to discharger; thus, it may reduce the total cost of compliance for all dischargers in the watershed.

Second, it creates an economic incentive for dischargers to go beyond minimum pollution reductions and encourages pollution prevention. Finally, by encouraging more

timely action to reduce pollution, it may prevent future environmental degradation more effectively than traditional command-and-control approaches. 

Trading programs can also be established for other sources of water pollution, including "nonpoint sources" (e.g., run-off from farms) and "indirect" dischargers

(companies whose wastewater is treated by a municipal sewage treatment plant). 

Depending upon the type of effluent trading implemented, the cost savings can be considerable. EPA has estimated potential cost savings for three types of effluent

trading: 

     $611 million to $5.6 billion for point source/nonpoint source trading 

     $8.4 million to $1.9 billion for point source/point source trading 

     $658 million to $7.5 billion for trading among indirect dischargers 

Description: EPA will encourage effluent trading by: 

     Establishing a framework promoting different types of effluent trading 

     Issuing policy guidance to permit writers confirming EPA support for effluent trading for pollution reduction above technology-based minimum levels 

     Providing technical assistance in preparing analyses of the total amount of permissible pollution in a watershed (the technical cornerstone for water quality

     analysis and watershed trading) 

Accomplishments to date: Issued policy statement on January 19, 1996. 

Next Steps: 

     Issue draft framework guidance detailing potential trading scenarios. (link to Trading in Watersheds) 

     Conduct information exchange workshops with interested stakeholders. 

     Conduct permit writers workshops to encourage trading where appropriate. 
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