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¢ THE COUNCIL
G INTERNATIONAL
NTAL POLICIES

g on 26th May, 1972)

-

Haviagregatddofarticle 5(b) of the sntion on the Organisation
for Economig neTa! ) of 14th December, 1960;

D

Havidg rege { ) \ hcil of 22nd July, 1870
Establishing : nment Go A ,"‘1 S

Having reglrdito the Report by th \ nment Committee on
Guiding Pringipls "-:r-u ing the Internat onal Economic Aspects of
Environmental & liciedi s

Having regard to'the views

Having re gam

ssed by interested committees;

he Secretary-General;

1. H fember countries should,
in dete etes anid measures, observe
the "'Guiding nasional Economic Aspects

¥ of Envir enta set forth in ﬁxex to this Recommen-
« .. datiem ' :

@S the Environmént Committee to review as it deems
FE R A N .
: Hﬂ I CEs th viro t ttee to mmend as soon
as possible the adoptiog of appropriate mechanisms for notification

ARTAIIURATIMYTNY
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 GUIDING PRINCIPLES G G THE INTERNATIONAL
‘ ASPECTS ONMENTAL POLICIES

Introduction

1. The guidineg concern mainly the inter-
national aspects gfsnw ' sies with particular reference
to their econemic af i cations, These principles do not
cover for instz hich may arise during
the transitio ation of the principles,
instruments fo ed "Polluter-Pays
Principle’, frontier pollution, or
possible proble eS :

a) Cost Allocati

2. Environmental resou neral limited and their use in
production and consuz 12y lead to their deterioration.
When the cost equately taken into account

in the price « 2ils to reflect the scarcity of such
resource ’ e national -.,i&' Public mea-
sures areé , 5 10 reach a better
allocation of resoure at prices|of goods depending on

the quality and/or quantity of environmental reSéurces reflect more
closely their gelative scarcity auUat economic agents concerned

- AEINENINEND] e

is indn acceptable state, the reduction of pollutxon bey ond a certam
level will not be prac*lcal T even nece ew of t

“1 \ WAL VE A

tion and control measures to encourage rauonal use of scarce environ-
mental resources and to avoid distortions in international trade and
investment is the so-called "Polluter-Pays Principle”. The Prin-
ciple means that the polluter should bear the expenses of carrying

out the above mentioned measures decided by public authorities to
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ensure that the environment is in an acceptable state. In other words,
the cost of these measures should be reflected in the cost of goods and
services which cause pollution in production and/or consumption. Such
measures should not be accompanied by subsidies that would create
significant distortions in international trade and investment.

5. This Principle should be an objective of Member countries; how-
ever, there may be exceptio pecial arrangements, particularly
iods i that they do not lead to signif-

icant distortions in i n2 : investment.
b)

6. Differin ] for example with regard
to the tolerable amet iou and and emission stan-
dards, are j gfbya varie i _ ing, among other
things, differen ve ( ities of the environment
in its prese d priorities attached

7. In view of monization of environ-
mental polic ble may be difficult
to achieve in pr@cti '*_,. " ser itlisidesirable to strive towards more

stringent stand $in T (0 SiTE ; environmental protection,
particularly in ca i standards would not be fuily
justified by the ab: .

8. Where valid reas@fﬁ: 1fT do not exist, Governments
should se ¥ ital policies, for instance
with respeét to ti nd the culation for partic-

2 aler bl { if1 f international trade

arise from| ver

1 [ : ts.lﬁ.andards
o Measures taken to protect the environmen should be framed, as
M ssxb #£in such 2 mannex}as to avoid the creation of non-
oﬁ/

(e RN AN D . e

be significant obstacles tgr trade, Governments should seek common

| RAT R TR Y

National Treatment and Non-Discriminaticn

11. In conformity with the provisions of the GATT, measures taken
within an environmental policy regarding polluting products should be
applied in accordance with the principle of national treatment (i. e.
identical treatment for imported products and similar domestic products)
and with the principle of non-discrimination (identical treatment for
imported products regardless of their national origin).
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Procedures of Control

12. It is highly desirable to define in common, as rapidly as possible,
procedures for checking conformity to product standards established
for the purpose of environmental control. Procedures for checking
conformity to standards should be mutually agreed so as to be applied
by an exporting country to the satisfaction of the importing country. .

ev1es-and Export Rebates
ons of the GATT, differences in

Compensating Impo

13. In accordance wi \ ‘!
environmental poliei <A i ' / / 2dito the introduction of compen-
sating lmport 1 -:., )r measures havmg an equiv-
alent effect, d dt off t t G ences of these differences
on prices. Effectiveln ple aentation of the guiding principles set
forth heres 11 e} ary andwundesirable to resort to

such measurg \\H“ -
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2d p cxples should be

_ these guiding principles,
0 \ otxflcatlon or some other
rmined as soon as possible,
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NOTE ON THE|IMPLEMENTATION OF THE

" PQIEE \)‘ P A RINCIPLE
Introduction - y - ; :

Within the framework o he"%iples concerning
~ International"E€OnOmiC ASpe Enviro 1 Policies", the

Polluter-Pa
internationa
This pa3

i tions for the practical
implementatio i

i :‘3 : ate roidance of distortions in
Po ; should however be

O O
QY 'N
S en

noted that: \ .
- § imgpleme must be con e in connection with
that of the othe " uiding P ciples;

- thedynamigia ¢ amentation of the Polluter-
Pays Prin Y

1, ing to transitional periods
with possil rm) implies that in general
it is for & ign control and pre-
vention & —*» osts are incurred as
the res tion emission, or

are debited through s onoﬁc mechanism, or are
in respons& to some direct regulation leading @ some enforced reduc-
tion in polluti®

=~ o,
ARHSRERS NG
" i inciples'', state ﬂmr the expenses
venting and controlling pollution "to ensure that the environinent
ian acceptable state".' The notiongf.an "acceptablegstate’’ decided

p ﬁﬁﬂl‘%mmm ﬁﬂhﬂ oid and with
s o the limi tion availgbl mega further
reduction in the residual social damage involved is considered as being
smaller than the social cost of further prevention and control. In fact,
the Polluter-Pays Principle is no more than an efficiency principle

for allocating costs and does not involve bringing pollution down to an

optimum level of any tvpe, although it does not exclude the possibility
of doing so.
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3. To reach a better allocation of resources in line with paragraph 2
of the Guiding Principles, it is desirable that the private costs of goods
and services should reflect the relative scarcity of environmental re-
sources used in their production: If this is the case, consumers and
producers would adjust themselves to the total social costs for the
goods and services they are buying and selling. The Polluter-Pays -
Principle is 2 means of moving towards this end. From the point of
view of conformity with t olluter-Pays Principle, it does not

4. ented by various
means rangi indards, individual regula-
tion and pollution charges. Two
or more of t The choice of
instrumen ctiveness of a policy
depends on it. by public authorities at
central or rgg nber of factors such as
the amount’of infi o red for the sient use of these various
instruments, gheix ) 7 ‘

5.  Direct regdlation$ 8au! flex ional value in achieving
immediate or s edél.ﬁ!i_ét‘fon ot eded to safeguard public

health or abate unacc®
appropriate in cases.;
the grol.x?_fx)

They would also be more
“pollutant or the structure of
= of their composition)

rol measures may
achieve a désire quality of the environment to
least social costs when they are based on the o rving of charges. When
charges are ‘pﬂed they should ut in the framework of a compre-
W
3

h iay, Li yplici ction of charges .
i lationto enwir aﬂaﬁ es | o other instruments.
W a charge is levied, it induces polluters to treat their effluents as

long as the treatment costs remain lowﬁE than the amouqf the charge

™, woul i : i lution
b%a h 7 po v Qu:jc ev :Fj ive at least
social cost to society as it would induce each of these polluters to

abate pollution to the point where they each incur the same additional
cost for the same reduction of pollution emission.

Another advantage of charges is that they can provide a continuing
incentive for improved pollution abatement.

Charges may also be levied for example by regional bodies as a
means of achieving an efficient cost allocation. In such a system some
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firms may treat more waste and this service can be financed through
the charges levied. Charges may also be used in order to cover the
costs of collective waste treatment plants. These charges will corre-
spond to a purchase of services financed by all the polluters who are
using the services and will thus be in line with the Polluter-Pays
Principle.

C. EXCEPTIONSMIO UTER-PAYS PRINCIPLE

7.  An environ r be put into effect gradually.

In certain circu eS suchyas ¥'or a sudden and very exten-
sive implemen on of.envirol ine .al policy, ‘environmental improve-
ments may b P even spee sting polluters are

given aid in thei ﬂ, "{ ‘ \xh‘i- 5. to reduce their emissions.
Aid payments forgSu 0S4s q\\ ~ng id exception to the
Polluter-Pays imC] \ ansitional arrangements
whose duration & 3id dow X a do not lead to signif-
icant distortigfis id inferna L rt. \ tmenf. Such transi-
tional arramgemegnts can alsp include J ta for progressively
tightening up emis star !54" & ‘\\ e scale of charges to

the levels reguirge reach : he all

el
8. Exceptions to fd Pays "' nciple may also be justified
when steps to Protect tl}ﬁ dent would jeopardize the social and
economic policy objectiv .» 2C - or region. This would be.the
case, for example, wie ) expenditure incurred by polluting
industries would res egional development or adversely
affecting the lab mar 3 he spirit of the general
principl' ed tt hiexceptions are kept
at the le & he time strictl; seach the specific
socio-ecobi re: ch and development
in line wit iii her 2 k ele icy not inconsistent with
the Pollute ays Principle.
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# RECOMMENDA ION OF TEE COUNCIL

1on on the Organisation
th December, 1960;

ral Agreement on

-l tion of the Council of 26th May,
‘i \ ional Economic Aspects

5

, Having regard e N ‘ inv onment Committee on
Implementation iter~Pays Principle

Having regard - PpOSSibiliE r d by the Council, of
holding informal Atio ding Principles within the
OECD;

On the-g PACLARVIES e

L REA , Y |
1. TheRo ‘ .[' or Member countries
a fundamenta rlncxp e for'alloeating costs of j tion prevention and

control measures mtroduced by the pubhc authorities in Member coun-
tries.

P 89 P

Policiég, which take account of particular problems possibly arising
for developing countries, mians that the polluter should belirfthe

VTN IR LTI B

. GIn other words, the cost of these measures should be reflected in the
cost of goods and services which cause pollution in production and/or
consumption.

3. Uniform application of this principle, through the adoption of
a common basis for Member countries' environmental policies, would
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encourage the rational use and the better allocation of scarce environ-
mental resources and prevent the appearance of distortions in inter-
national trade and investment.

.

II.. NOTES that:

1. There is a close relationship between a country's environ-
mental policy and its overall sacioeconomic policy;
2. In exceptiona ! g such as the rapid implementation
of a compelling and esj lly stridgeht pollution control regime, socio- :
2 : ificance as to justify con-

economic problems 'may de
sideration of the granting of goye sistance if the environmental
. 3 e realized within a

policy objectives of 2 diember

e e

prescribed an@"Specifi€dtime;|
3. Aid giwe ?‘"// rpose ¢

with new pollution#€o I{ &

tion-abatemengequi -

Polluter-Pays P &5 R\ ;
4. Whe aslir@s taken to pEc e 2 country's specific

socio-economic g tive suchyas th ion of serious inter-

tlating experimentation
clopment of new pollu-
compatible with the

regional imbalg ' 1l m i \- | effect of constituting
aid for pollution-c 1 pL seidd, | \ rting of such aid would not
be inconsistent e \‘ e.

III. RECOMMEXNDS tl

¢ ""'._::-ﬁ.

1 Member codmiries continué 6 collaborate and work closely
together in striving f ,:g; 0Tm QbS nce of the Potluter-Pays Prin-
ciple, and-theref: &3 . should not assist the

polluters 3 Aum,___________ ether by means
of subsidiesy tax advantages or oth Y )
ol ‘ o# gollution control be -

strictly limitad, and int oly with r_v one of the
following comditions: :

a) W ﬂ)uld be selectivg and restricted to those parts of
. ‘ i iesy a nts, where
Al ks ey
q ) it should be limited to well-defined transitional periods,

laid down in advahce and adapted to the specific i?cio-
i i ign of a
a

. r © i e i i i
f] ﬁﬁ;;"s in o t3 roi’r T ﬂ‘ a zj
g ") it should not create significant distortions in intérnational

trade and investment:

3. That if a Member country, in cases of exceptional difficuity,
gives assistance to new plants, the conditions be even stricter than
those applicable to existing plants and that criteria on which to base
this differentiation be developed:
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4. In accordance with appropriate procedures to be worked out,
all systems to provide assistance be notified to Member countries
through the OECD Secretariat. Wherever practicable these notifica-
tions would occur prior to implementation of such systems;

5. regardless of whether notification has taken place, consulta-
tions, as mentioned in the Guiding Principles, on the ‘implementation
of such systems, will take place at the request of any Member State.
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