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Preface
Anniversaries are opportune moments for taking stock and looking forward.
This year marks the 50th anniversary of the OECD and the 40th anniversary of its
Environment Policy Committee. Since its establishment in 1971, this Committee has
played a key role as a pathfinder for effective and economically efficient responses
to pressing environmental challenges – from polluted air to municipal waste, from
scarce water to the ozone depletion, and from biodiversity loss to climate change.
The Environment Policy Committee has played a pioneering role in promoting the
use of economic instruments in environmental policy. Thanks to this work, the
OECD now has 75 legal acts on the environment, including the Polluter Pays
Principle, adopted in 1972, which is now a cornerstone of many international
agreements and national policies. Our analysis on climate change jointly with the
International Energy Agency laid the basis for including greenhouse gas emissions
trading in the Kyoto Protocol. The economic approaches to address biodiversity loss
advanced by the OECD have made us a close partner to the Convention on
Biological Diversity. The OECD Green Growth Strategy, released earlier this year,
provides a timely roadmap to a cleaner world compatible with the search for new
sources of growth. Last but certainly not least, our work on the removal of fossil fuel
subsidies is contributing to discussions within the G20 at the highest levels.
While this publication cannot do justice to all the achievements over the past 40
years, we identified 15 key areas where OECD’s environmental work has been
particularly ground-breaking. Today, as the world tries to emerge from the worst
economic crisis in decades, the OECD, through its Environment Policy Committee, is
again ready to play a critical role to help us rethink our model of economic growth
and to better equip countries around the world to tap into more sustainable,
greener sources of growth.

Angel Gurría
OECD Secretary-General
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Forty years ago the world was a very different place. Concern for the
environment was only beginning to gain momentum as a global
movement. We were just realising the hazards of spraying pesticides, global
warming and acid rain were poorly understood, and it would be another
three years before the hole in the ozone layer would be detected. Few, if
any, countries had a dedicated ministry for the environment.
Today, although the challenges we face are still huge, we have come a long
way in understanding and tackling a host of environmental problems. This
brochure celebrates the part played in this story by the OECD – especially
its Environment Policy Committee – which over the last 40 years has made
an enormous contribution to environmental protection globally. This short
brochure cannot cover all the achievements of the past 40 years. Instead, it
highlights 15 key areas that are representative of the OECD approach and
that have made especially notable contributions to the environment. This
list is necessarily selective, and it by no means does justice to the
plethora of other past and present OECD work, including its
substantive work on transport and urban issues, on
sustainable consumption, environmental
employment, and so on…

OECD AN INTRODUCTORY OVERVIEW . 5
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Where did it all start?

Where did it all start?
The OECD’s environment history is
compellingly told by Bill Long in his
book International Environmental Issues
and the OECD 1950-2000: An Historical
Perspective. He recounts how economic
re-birth in Western Europe, and the
continued rapid industrialisation of
North America, created the conditions
for the broad-spectrum environmental
movement that became a hallmark of
the 20th century. Not only did unleashed
economic growth intensify existing
environmental threats, it generated
entirely new ones. Before long the
United States, Japan and a number of
other Western European countries were
struggling with the build-up of the byproducts of civilisation – polluted air,
sewage, garbage and industrial waste.

At the same time, however, the newlycreated wealth provided the motivation
and the financial resources for nations
and individuals to begin to pursue
quality of life goals beyond
basic human needs, including better
environmental quality.
It was within this geopolitical, economic
and environmental context that the
OECD’s environmental work was
conceived and implemented. In the mid1960s governments began to bring their
environmental concerns to the OECD’s
various fora. The initial focus was on the
science of environmental threats and
technologies for assessing and
monitoring them. The initial priorities
included pesticides and PCBs in water,
urban air quality, transportation, noise
and watershed management. In July
1970, an Environment Committee (now
the Environment Policy Committee)
was created, led by a new
Environment Directorate. It started
work in January 1971.

75
The number of legal acts on
the Environment (Decisions,
Recommendations,
Declarations) that have
been agreed by
governments at the OECD
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What does the OECD bring
to the environment agenda?
A number of features characterise the
OECD’s environment work, in particular:

I

Setting standards and monitoring
compliance.

I

Providing a unique forum for senior
environmental policy makers from
OECD and selected non-OECD
countries to discuss problems, share
best practice in environmental
policies and compare progress.

I

Promoting accountability and
responsibility for environmental
actions by member countries
through the development of reliable
and internationally comparable
statistics and indicators, and the use
of peer performance reviews.

I

Shaping international law and
practices through OECD Council
Decisions and Recommendations
(e.g. Mutual Acceptance of Data on
chemicals, the OECD control system
of transboundary movements of
waste).

I

Promoting integration of economic
and environmental policy.

I

Developing practical products for
governments (e.g. harmonised
science-based risk management,
handbooks and policy guidelines).

I

Supporting developments in and
implementation of major
international environmental
conventions, protocols and
programmes, such as the UN
Framework Convention on Climate
Change, UN Convention on Biological
Diversity, World Trade Organization
and the UN Convention on
Transboundary Movements of
Hazardous Waste and their Disposal.

I

Supporting environmental
protection in non-member countries,
such as the work of the Task Force
for the Environmental Action
Programme (EAP) for Central and
Eastern Europe.

OECD's headquarters and conference centre at Château de la Muette, Paris (© OECD) L
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1971...
few if any countries had a
dedicated ministry for the
environment….today all
OECD countries have an
environmental ministry or
equivalent and national and
sub-national capacities to
design, implement and assess
(© OECD)

policies.

What is the OECD?
ensure lasting peace was to encourage
co-operation and reconstruction. Today,
the OECD provides a forum in which its
34 member country governments, plus
the European Commission, can work
together to share experiences and seek
solutions to common problems.
Increasingly it is working with nonmember countries too, in particular the
major emerging economies.

The Organisation for Economic
Co-operation and Development (OECD)
has been variously described as a “forum
for governments”, a “talk shop” and a “think
tank”. This international organisation
traces its roots back to the rubble of
Europe after World War II. European
leaders realised that the best way to

The OECD works with governments to
understand what drives economic, social
and environmental change. It measures
productivity and global flows of trade
and investment. It analyses and
compares data to predict future trends.
It provides evidence-based policy advice
and guidance for governments. It sets
international standards on all sorts of
things, from the safety of chemicals and
nuclear power plants to the quality of
seeds. Its aim is to help its members to
achieve sustainable growth – growth
that balances economic, social, and
environmental considerations.
(© OECD)

8 . OECD EPOC @ 40 . 1971–2011

Sources: OECD website (www.oecd.org) and Long, B.L.
(2000). International Issues and the OECD, 1950-2000,
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The Organisation has acquired a reputation for high quality work,
reliability, objectivity and the ability to anticipate and operate at the
cutting edge of environmental policy.

Angel Gurría, OECD Secretary-General I

All of the OECD’s work is underpinned by
solid analysis and advice. From the
beginning, the economics of
environmental issues and policies were
an overarching theme, illustrated by the
landmark definition and adoption of the
Polluter Pays Principle by the OECD
Council in 1972 (see Chapter 1). A first
international Conference on Environment
and Economics was held at the OECD in
June 1984. Ever since, as the scope of
environmental policy and regulation has
expanded – from pollution prevention
and control, to ensuring chemical safety,
protecting ecosystems and preserving
biodiversity, and achieving the
sustainable management of renewable
and non-renewable natural resources –
so too has the role of the OECD in
identifying environmental policies that
are both environmentally effective and
economically efficient.

As Bill Long points out, “For any
institution whose stock-in-trade is
dialogue, data, analysis and reports,
trying to identify how its efforts and
products have changed the world is, at
best, difficult”. However, many OECD
countries have made notable
improvements to their environment over
the past 40 years and many of these can
be directly or indirectly linked to the
work of the OECD Environment Policy
Committee, as described in the chapters
which follow. The Organisation has
acquired a reputation for high quality
work, reliability, objectivity and the
ability to anticipate and operate at the
cutting edge of environmental policy.

(© OECD)

(© OECD)

Analysis with a strong
economic flavour

Does the OECD make laws?
The OECD's governing body, the Council,
has the power to adopt legal instruments.
Council Decisions are legally binding on all
those member countries which do not
abstain at the time they are adopted. The
Council also issues Recommendations,
which are not legally binding, but which
have great moral force. There is an
expectation that member countries will do
their utmost to fully implement a
Recommendation.
Other legal instruments developed within
the framework of the OECD include:
I Declarations, arrangements and

understandings, which are not legally
binding, but their application is
generally monitored by the responsible
OECD body.
I International Agreements which are

legally binding on the parties.
Almost two-thirds of OECD Council Acts
are about the environment.
All OECD Decisions, Recommendations and
other instruments are available
on a database at
http://webnet.oecd.org/oecdacts/

OECD AN INTRODUCTORY OVERVIEW . 9
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What do the next 40 years hold?

What do the next 40 years
hold?
Looking ahead, the Environment
Policy Committee is bringing together
its strengths in economic analysis of
environmental policies and instruments
to help to implement the OECD Green
Growth Strategy delivered to Heads of
State and Ministers of Economy and
Finance in May 2011. By looking at ways
to spur eco-innovation, and by
addressing other aspects of the green
economy– such as production and

consumption patterns, financing,
taxation, governance and skills – the
OECD can show the way to a cleaner,
low-carbon world compatible with the
search for new sources of growth. The
Green Growth Strategy will also be a
valuable input to the Rio+20 Conference
in 2012, together with the OECD
Environmental Outlook to 2050.

Finding out more

2012

I The 2011 brochure OECD Work on the

The year when
environment ministers of
the OECD and emerging
economies will meet at the
OECD to discuss the
environmental challenges
of the coming decades.

10 . OECD EPOC @ 40 . 1971–2011

I A large body of environmental data,

information and publications is listed
on the OECD Environment Directorate’s
website: www.oecd.org/env.
I For a detailed history see Bill L. Long,

International Environmental Issues
and the OECD, 1950-2000,
(OECD, 2000).

Environment summarises current work,
www.oecd.org/dataoecd/ 16/35/
47058547.pdf
I For a review of recent environmental

progress within OECD countries see
Implementation of the OECD
Environmental Strategy for the First
Decade of the 21st Century: Review of
Progress for Ministers (OECD, 2008)
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Making the
Polluter Pay

During the 1960s and the early 1970s, environmental degradation became a
growing concern in public opinion. Significant pollution accidents at the time
– such as the oil spill from the tanker Torrey Canyon in 1967, which ran
aground off the southwest coast of England; and the 1969 oil spill from an
offshore well in California's Santa Barbara Channel – affected public opinion
and increased government concerns.
The OECD response to this growing global concern was to set up the
Environment Committee in 1970. The first outcome was a book – Problems of
Environmental Economics – published in 1972. This comprehensive
international review of the state of the art in the fledgling discipline of
environmental economics laid out the theory for the efficient allocation of
environmental costs and gave birth to the Polluter Pays Principle (the PPP).
OECD MAKING THE POLLUTER PAY . 11

OECD Environment [f]:Layout 1

10/10/11

09:57

Page 12

Putting environmental economics to work for a healthy planet

Putting environmental economics
to work for a healthy planet
The OECD’s newly formed
Environment Directorate was set up
in 1971 and one of the first tasks was to
develop economic principles and
analysis to help governments decide
on the best policies to tackle emerging
environmental challenges. “No other
intergovernmental organisation had
institutionally responded to
environmental degradation and
pollution in the same way” (Busch,
2006).

The PPP: its original
definition
“The principle to be used for allocating
costs of pollution prevention and
control measures to encourage rational
use of scarce environmental resources
and to avoid distortions in international
trade and investment is the so-called
‘Polluter Pays Principle’. This principle
means that the polluter should bear the
expenses of carrying out the above
mentioned measures decided by public
authorities to ensure that the
environment is in an acceptable state. In
other words, the cost of these measures
should be reflected in the costs 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.”
OECD Recommendation on Guiding
Principles Concerning the International
Economic Aspects of Environmental
Policies, C(72)128, par 4

12 . OECD EPOC @ 40 . 1971–2011

The global community also
responded by convening the first
major international conference on
environmental issues. The United
Nations Conference on the Human
Environment at Stockholm in June
1972, where the PPP was submitted
and was very influential, marked a
turning point in international
environmental politics. It led directly
to the creation of many government
environment agencies and the UN
Environment Programme (UNEP).

Clear terms and a level
playing field
The definition and promotion of the
Polluter Pays Principle (PPP–see box) is
often cited as one of the OECD
Environment Policy Committee’s major
achievements, having since guided
national and international
environmental policies alike. It is an
environmental policy principle which
requires that the costs of pollution be
borne by those who cause it.
The principle was developed and clearly
defined in May 1972 (just before the
Stockholm Conference) as part of the
Guiding Principles Concerning the
International Economic Aspects of
Environmental Policies issued by the
OECD Council. The aim of these
principles was to provide guidance to
countries on cost-efficient approaches to
preventing pollution. The PPP
emphasises that polluters should bear
the cost of any pollution control
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Putting environmental economics to work for a healthy planet

The PPP rapidly helped to harmonise effective environmental
policies across countries.

measures set by public authorities (be
they standards, charges, taxes, etc.).
The main rationale for the adoption of
the PPP was to allay fears amongst
business and government about the
cost and competitiveness implications
of measures to prevent pollution. At
that time, many were claiming that
environmental protection would be
costly and would heavily affect business.
One element was the fear that it would
encourage “pollution havens” –
countries with less stringent
environmental regulations that could
attract polluting industries. Another fear
was that if some countries applied the
PPP while others did not, this would
create unfair competitive advantages
for some industries over others. The
OECD Recommendation on applying
the PPP therefore specifically stated that
measures to make the polluter pay
should not be accompanied by
subsidies that could distort trade and
investment.

The

PPP

initially agreed at the
OECD in 1972, is now a
foundation of many
national environmental
policies and international
agreements

In 1974, a new OECD Council Act refined
the PPP definition to include
“exceptions”: the conditions and limits
under which exceptional financial
assistance could be provided, so long as
“…they do not lead to significant
distortions in international trade and
investment”. A “notification procedure”
was also set up between 1975 and 1988,
to allow member countries to provide
data on existing financial assistance
schemes. This helped governments to
avoid financing new environmental
protection measures through subsidies,
thereby preventing distortions in
international competitiveness caused by
differences in subsidies between
countries. In all, these principles and
recommendations meant that the PPP
rapidly helped to harmonise effective
environmental policies across countries.
The OECD now collects data from
countries on pollution prevention and
abatement expenditures on a regular
basis. In 1989 the OECD stated that the
PPP should mean that anyone operating
a hazardous installation should bear the
cost of preventing and controlling
accidental pollution from that installation.
While it was initially limited to the costs of
pollution prevention and control, the PPP
later came to also include compensation
payments for those affected by pollution,
encompassing all pollution-related
expenditure. Today, the polluter pays is a
key principle in many OECD Council
Recommendations (e.g. on transfrontier
pollution, oil spills, beverage containers,
water; see OECD, 1992) as well as being
reflected in many national laws and
international agreements.

The PPP goes global
1972: The OECD adopts PPP as a
guiding principle
1972: Declaration of the United
Nations Conference on the
Human Environment in
Stockholm adopts PPP
1975: PPP adopted by the European
Community
1980: PPP embodied in the US’s
Comprehensive Environmental
Response, Compensation, and
Liability Act (Superfund),
authorising the Environmental
Protection Agency to compel
parties responsible for
contaminating sites to clean
them up.
1987: PPP embodied in the Single
European Act
1990: PPP key principle of
International Convention on Oil
Pollution Preparedness,
Response, and Cooperation
(London Convention)
1991: PPP key principle of Salzburg
Convention on the Protection of
the Alps
1992: PPP embodied in the Maastricht
Treaty
1992: PPP mentioned in Principle 16 of
the Rio Declaration on
Environment and Development
1992: PPP key principle of Helsinki
Convention on the
Transboundary Effects of
industrial Accidents
1992: PPP key principle of Oporto
Agreement on the European
Economic Area
1999: PPP key principle of London
Protocol on Water and Health
2002: World Summit on Sustainable
Development includes PPP in its
Plan of Implementation
2004: European Commission adopts
Environmental Liability Directive
which extends PPP to include
environmental and human
welfare damage

OECD MAKING THE POLLUTER PAY . 13
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Environmental influence
and impact
The OECD’s early and
pioneering analytical
work was essential for
persuading countries to adopt
the Polluter Pays Principle. The
fact that it is widely used today,
both within countries and
internationally, is proof of its
usefulness. With climate change
being among the most
important challenges facing us
today, we now need to agree on
appropriate ways to apply this
principle to limit emissions of
greenhouse gases.

Since 1990, the PPP has been
considered as a general principle of
international law and is mentioned in
most of the key international treaties
and texts dealing, directly or indirectly,
with the environment. From an initially
purely economic principle, the PPP has
thus significantly evolved to become a
key principle of environmental policy
worldwide, and a keystone of domestic
and international environmental law.

Dr Gro Harlem
Brundtland,
former Prime Minister
of Norway

As a young environment minister,
I chaired the first ever meeting of OECD
environment ministers in 1974. I still
remember how I became convinced about
the importance of the Polluter Pays
Principle, and how I went to Paris a day
ahead of the meeting, to have bilateral
talks with key ministers who had
announced their opposition to it. We
succeeded in recommending it as a key
principle for the environment, which it has
remained ever since.
I admire the role that the OECD has
played in educating and moving the world
forward on such fundamental issues for
our common future!

Dr Gro Harlem Brundtland, former Prime
Minister of Norway, and an international
leader in sustainable development, was
a young environment minister in the
early 1970s. She recalls the difficult
negotiations at the OECD to reach
agreement amongst environment
ministers on adoption of the PPP:

However, the PPP is only a principle.
To implement it, policy instruments are
needed. These include regulations and
standards, and economic instruments.
Advice on their development and
implementation is another key role of
the OECD Environment Programme, as
discussed in the next chapter.
14 . OECD EPOC @ 40 . 1971–2011
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Environmental influence and impact

Clarifying responsibility

Finding out more

In 1967, when the oil tanker the Torrey
Canyon ran aground in the English
Channel, the lack of a PPP meant that it
was the government of the small Channel
Island of Guernsey, instead of the relevant
companies, which ended up paying to
clean up the oil.

I “The OECD Environment Directorate:

The Art of Persuasion and its Limitations”,
Global Governance Working Paper 20,
Global Governance Project, Institute for
Environmental Studies, Vrije University,
Amsterdam, Busch, P-O (2006)
I Economic Instruments in

Today, thanks to the development of the
PPP, the situation is more clear cut. For
example, in June 2010, BP promised to
meet in full its obligations to those affected
by the Deepwater Horizon oil spill in the
Gulf of Mexico, the largest accidental
marine oil spill in the history of the
petroleum industry. The total cost to clean
up this massive and potentially
unprecedented spill, the damage to the
environment, as well as the potential
impact to the livelihood and economic
status of businesses and individuals in the
region are still unknown, but will
undoubtedly be significant, with current
estimates from BP and Oxford Economics
in the tens of billions of dollars.

$17.7bn

Environmental Policy: Lessons from
the OECD Experience and their
Relevance to Developing Economies,
Barde, J-P (1994) OECD.
I The Polluter Pays Principle (OECD,

1992), www.oecd.org/official
documents/publicdisplay
documentpdf/?cote=OCDE/GD%2892%2
981&docLanguage=En
I Recommendation of the Council on

the Implementation of the PolluterPays Principle (OECD, 1974),
http://acts.oecd.org/Instruments/
ShowInstrumentView.aspx?InstrumentID
=11&InstrumentPID=9&Lang=en&Book=
False

Sources: “Oil spills: Legacy of the Torrey
Canyon”, The Guardian, 24 June 2010; US
govt accountability office:
www.gao.gov/products/GAO-11-90R

is the amount spent to
date on response activities
by BP following the
Deepwater Horizon oil spill
in the Gulf of Mexico
OECD MAKING THE POLLUTER PAY . 15
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Promoting
economic
instruments in
environmental
policy
2

16 . OECD EPOC @ 40 . 1971–2011
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In the late 1960s and early 1970s, the world began to
realise the scale of the environmental challenges it was
facing. The most common response was to set strict laws
and regulations for standards and technologies with which
polluters must comply – for instance, for water and air
pollution and waste disposal. This regulatory approach,
known as “command and control”, can be the most
appropriate in some circumstances. In other situations, it
can be difficult to enforce and compliance can be costly. It
also gives operators few incentives to innovate for better
environmental performance beyond compliance.

OECD PROMOTING ECONOMIC INSTRUMENTS IN ENVIRONMENTAL POLICY . 17
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Using carrots and sticks: the
OECD’s approach

Policies for the
environment
Governments have a range of
environmental policy tools at their
disposal, in particular: regulatory (or
“command-and-control”) instruments,
market-based instruments (such as
taxes and tradable permits),
information-based instruments (such as
eco-labels), policy instruments to
promote R&D, and negotiated
agreements. Given the complexity of
many environmental challenges,
including multiple sources of pressures,
a mix of policy instruments will often be
needed to tackle these challenges. The
OECD has provided advice on how such
policy mixes can best be designed, to
ensure complementarities among the
instruments and avoid overlaps.

The OECD’s Environment Directorate
has worked long and intensively to
identify the most effective policy
approaches to improving environmental
quality. It puts a strong emphasis on
economic (or market-based) policy
instruments within the broader policy
mix. Economic instruments include
environmentally related (or “green”)
taxes, fees, charges, tradable permit
systems and environmentally motivated
subsidies. Such instruments can give
firms and households economic
incentives both to change their
behaviour in a more environmentally
friendly manner, and to develop new,
cleaner technologies. Taxes, charges and
tradable permits also offer the potential
to minimise the overall cost of reducing
pollution. Market-based instruments
also increase flexibility – industry is free
to choose the best mix of approaches
rather than being “trapped” by rigid
standards or prescriptive measures.
Most economic instruments (in
particular taxes and charges) provide
government with revenue that can be
allocated to a variety of purposes,
including environmental protection.
Finally, economic instruments allow an
effective “integration” between
economic and environmental policies, as
they work through the price system (for
instance, energy related taxes will
influence polluting emissions in the
energy and transport sectors, energy use
in manufacturing industries, urban
sprawl, etc.). Promoting this integration
between economic and environmental
policies constitutes the cornerstone of
the OECD work on environment and
sustainable development.

The specific role of the OECD’s
Environment Directorate has been to:
I

Carry out in-depth economic and
policy analysis on a range of
economic instruments.

I

Draw on its expertise in
environmental economics to analyse
and provide guidance to countries on
the design of efficient policies.

I

Provide recommendations and
guidance for putting in place
effective environmental policies
based on lessons drawn from country
experiences and case studies.

I

Help governments decide which
instruments to use and how.

I

Create databases on economic
instruments and other information
sources.

Encouraging innovation
A recent OECD study looked at the
influence of taxes on technical
innovation. Drawing on case studies
ranging from Japan to Sweden and
Israel, it shows that, in addition to
encouraging the adoption of existing
pollution abatement measures,
environmentally related taxes can
provide significant incentives for
innovation, as firms and consumers seek
new, cleaner solutions in response to
the price put on pollution.
Source: OECD (2010), Taxation, Innovation and
the Environment.
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1.7%
Revenue from
environmentally related
taxes represented
approximately
1.7% of GDP
in 2009
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Economic and policy analysis
In 1989, the OECD published a first
review and analysis of the use of
economic instruments in OECD
countries. Since then, the Environment
Directorate has produced a considerable
amount of research and analysis on the
use of these instruments in
environmental policy.
For example, in the early 1990s, the
OECD pioneered work on the role that
green tax reforms could play in
environmental policy. In an important
initiative to bring together tax and
environment experts, the OECD set up a
Joint Task Force on Taxation and the
Environment in 1993 to explore the role
of environmentally related taxes.
This co-operation proved very
productive. Its first report showed that
tax and environmental policies can and
should be mutually reinforcing. A series
of guidelines on making the most of
these complementarities was later
endorsed by the OECD Council. Since
then, a growing number of countries
have implemented such taxes in their
national laws.
Tax and environment experts continue
to meet regularly together at the OECD
through Joint Meetings. Since the initial
analysis in the early 1990s, OECD work
on environmentally related taxes has
explored a number of key issues, in
particular: the best policy options for
“green tax reforms”; how to address the
possible impact on international
competitiveness (for example, in the
iron, steel and cement industries); the
implications for income distribution and
policy options to minimise any harm to
low-income households; how to build
20 . OECD EPOC @ 40 . 1971–2011

acceptance among all those involved
(government, NGOs, industry, etc.);
whether environmental taxes could
increase employment; and how
environmental taxes can be designed to
better incentivise innovation. It has also
evaluated the environmental
effectiveness of taxes (see Box).

Greening taxes
One way of keeping pollution down is to
put a price on it. Governments impose a
range of environmentally related, or green,
taxes, including on fossil fuels to
discourage their use and landfill taxes on
waste disposal. For example:
I Environmental taxes in Sweden have

Government guidance
In 1997, the OECD developed an
analytical framework for evaluating the
effectiveness of economic instruments –
Evaluating Economic Instruments for
Environmental Policy. This framework
helps governments to assess and
consistently improve the implementation
of the instruments in place.
Two years later, the OECD published its
first review of the state of the art in the
growing use of tradable emission
permits in OECD countries, followed by
analytical studies on the conditions for
using such permits. In 2001, Strategic
Guidelines for the Design and
Implementation of Domestic Transferable
Permits analysed the main issues to be
considered by policy makers when
designing and introducing a tradable
permits scheme (see Box on next page).
Work has also been done to understand
how different environmental
instruments interact when they are used
in combination. In some situations, two
or more instruments can underpin each
other, like an energy tax and an energy
efficiency labelling scheme. In other
situations, the existence of one
instrument can make another
instrument redundant. Understanding
and explaining these complexities and
conducting thorough nuanced analysis
and guidance are areas in which the

helped to reduce sulphur dioxide
emissions by 80%.
I The pesticides tax, introduced in

Denmark in 1996, helped to reduce
pesticides use by 10-13% that year.
I Compared to a “business as usual”

scenario, carbon-energy taxes have
reduced CO2 emissions by 23% in
Denmark (1992-1997) and 20% in
Sweden (1990-2007).
I The UK’s Climate Change Levy, which

taxes industrial and commercial GHGemitting power production, has
spurred innovation. Those companies
that pay a lower-than-normal tax rate
have registered fewer patents for
inventions to tackle climate change
than those that pay the full levy.
Sources: OECD Observer No 226/227, Summer
2001; OECD (2006), The Political Economy of
Environmentally Related Taxes; OECD (2010),
Taxation, Innovation and the Environment.
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A succession of Council Acts has led to a whole body of “soft”
environmental law (laws which are not legally binding or less binding
than traditional law) promoting wider use of economic instruments in
specific policy fields.

OECD excels. The OECD has done indepth analysis into how “instrument
mixes” (e.g. combining environmental
taxes with product labelling schemes,
regulations and standards, voluntary
agreements, etc.) can best be designed
and implemented.

A legal framework
The strong OECD advocacy for a more
intensive and consistent use of
economic instruments is reflected in a
number of OECD Council
Recommendations, which urge member
countries to “make a greater and more
consistent use of economic instruments
as a complement or a substitute to other
policy instruments . . .”. A succession of
Council Acts has led to a whole body of
“soft” environmental law (laws which are
not legally binding, or less binding than
traditional law) promoting wider use of
economic instruments in specific policy
fields. The evolution of this
environmental law has been continuous
over the last three decades. In 2008,
building on earlier work, the OECD
published An OECD Framework for
Effective and Efficient Environmental
Policies to encourage policy makers to
ask appropriate questions about their
environment-related policies and
institutions (including the integration of
environmental concerns in other policy
fields), as a way of moving towards more
effective and efficient outcomes over
time. It is also intended to be used as a
checklist for monitoring performance in
OECD countries.

Information and databases
Alongside its large number of
publications on economic instruments,
the OECD has also set up a database in
co-operation with the European
Environment Agency (EEA)
(www.oecd.org/env/policies/database).
It provides regularly updated
information on environmentally related
taxes, fees and charges, tradable permit
systems, deposit refund systems,
environmentally motivated subsidies
and voluntary approaches used in
environmental policy in OECD and EEA
member countries, as well as a number
of other countries which have also been
invited to provide information for the
database, such as South Africa. Efforts
are underway to extend the database to
cover other countries in Latin America
and Asia.

Cap-and-trading to reduce
emissions
The United States Environmental
Protection Agency’s Sulphur Dioxide (SO2)
Program (the “Acid Rain” programme)
achieved a 50% fall in emissions over 10
years in the 1990s when it set up an “air
market” of tradable permits. The
programme set a cap on total sulphur
dioxide emissions, and the total permits
issued among firms generating sulphur
dioxide was equal to this cap. Firms could
then trade these permits among
themselves: those firms generating more
emissions than their initial allocation
would buy permits from firms that
generated fewer. The installation of
continuous monitoring devices by the
firms themselves reduced the
government’s administration and
enforcement costs. From emission levels of
10 million tonnes of SO2 for affected units
in 1990, emissions fell to less than 5 million
by the end of the decade.
Source: OECD Observer No. 233, August 2002
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600+
The OECD database on

Environmental influence
and impact
The OECD's
pioneering work on
the role of economic
instruments in environmental
policy has made an invaluable
contribution to its member
countries and has had a strong
influence worldwide. The OECD
was among the first to
acknowledge that tax and
environmental policies should be
mutually reinforcing and that
environmental taxes can both
improve the environment and
increase economic
efficiency.
Ernst von
Weizsaecker,
Co-Chair, International Resource Panel,
UNEP

22 . OECD EPOC @ 40 . 1971–2011

The OECD has long been the premier
international institution for analysing
and recommending the use of various
market-based instruments to achieve
environmental objectives effectively and
at least cost. These are increasingly
being adopted by individual countries,
as well as at the international level. While
economic instruments were rarely used
in the 1970s, an increasing variety of
these instruments were applied in OECD
countries in the 1980s and 1990s. The
use of economic instruments
accelerated in the 1990s through the
emergence of green tax reforms in some
European countries and the wider use of
tradable emission permits in the United
States and Europe.
By providing sound, in-depth analysis
and considering the political
acceptability of economic instruments,
the OECD has been influential in
encouraging member countries to
extend the scope and use of these
instruments. This work also provides
important inputs and linkages with
other OECD analysis, e.g. on climate
change, biodiversity, water, etc.

Economic Instruments
contains information on
over 600 environmentally
related taxes
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Environmental impact of
taxes on dirty fuels

Finding out more
I OECD/European Environment Agency

A number of OECD countries (Australia,
Austria, Belgium, Denmark, Finland,
Germany, Hungary, Ireland, the
Netherlands, Norway, Poland, Sweden
and the UK) have varied their motor fuel
tax rates according to the sulphur content
of the fuels. This has given oil companies a
strong incentive to develop fuel varieties
with low sulphur content, and the highsulphur varieties have rapidly disappeared
from the market. The use of low-sulphur
fuels has also, indirectly, allowed better
control technologies for nitrogen oxides
(NOx) emissions to be installed in cars (see
also Chapter 6).

database on environmentally related
taxes, other economic instruments and
voluntary approaches used for
environmental policy:
www.oecd.org/env/policies/database
I Taxation, Innovation and the

Environment (OECD, 2010)
I An OECD Framework for Effective and

Efficient Environmental Policies
(OECD, 2008), www.oecd.org/dataoecd/
39/19/41644480.pdf
I Instrument Mixes for Environmental

Policy (OECD, 2007)
I The Political Economy of

Environmentally related Taxes (OECD,
2006)
I Tradeable Permits : Policy Evaluation,

Design and Reform (OECD, 2004)
I Implementing Domestic Tradeable

Permits: Recent Developments and
Future Challenges (OECD, 2002)
I Environmentally Related Taxes in

OECD Countries: Issues and Strategies
(OECD, 2001)

OECD OECD PROMOTING ECONOMIC INSTRUMENTS IN ENVIRONMENTAL POLICY . 23

OECD Environment [f]:Layout 1

10/10/11

09:58

Page 24

Removing
environmentally
harmful subsidies
3

24 . OECD EPOC @ 40 . 1971–2011

OECD Environment [f]:Layout 1

10/10/11

09:58

Page 25

Globally, subsidies – financial assistance paid by
governments or consumers to a business or economic sector –
are significant across a range of sectors. But some of these
can have unintended side-effects. Subsidies which
encourage more production, the over-use of some
inputs (e.g. pesticides or water) or fossil fuels can be
environmentally harmful.
The economic sectors with the largest share of global
subsidies – agriculture and fisheries, transport and energy –
are also those most implicated in natural resource use,
greenhouse gas emissions, air pollution and water pollution.
For instance, agricultural subsidies amounted to about
$380 billion in OECD countries in 2009, and some of these
may encourage intensive monoculture and livestock
production and excessive use of pesticides and fertilisers.
Government financial transfers to fisheries in OECD countries
amount to around $6 billion a year, and some portion of
these may contribute to the problem of over-fishing. New
OECD work to estimate budgetary support and tax
expenditures that support fossil fuel use and production in
OECD countries suggest that these may amount to
$45-75 billion per year.
OECD REMOVING ENVIRONMENTALLY HARMFUL SUBSIDIES . 25
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Ironing out distortions in the
pursuit of efficiency
The OECD has consistently promoted
the use of market approaches to
achieve efficient and effective
environmental protection. But economic
instruments such as environmental taxes
and tradable quotas (see previous
chapter) can be undermined if prices
and quantities are distorted by
environmentally harmful subsidies. For
instance, the effectiveness of carbon
taxes in reducing the use of fossil fuels is
seriously undermined by subsidies
which encourage the use of fossil fuels
(see Box on next page).

$380bn
Amount provided in 2009 by
the OECD countries in the
form of subsidies to support
agriculture, followed by
$45-75 billion to fossil fuel
production and $8 billion
to fisheries

26 . OECD EPOC @ 40 . 1971–2011

Since the mid-1980s, the OECD has
measured financial transfers to
agriculture, fisheries and industry. In
1995, a meeting of the G7 Environment
Ministers in Hamilton, Canada, called on
the OECD to assess the negative
environmental effects of subsidies in
environmentally sensitive sectors and
propose how to reform or phase them
out. Since environmentally harmful
subsidies (EHS for short) involve many
sectors – energy, agriculture, fisheries,
transport, manufacturing, water – the
OECD began by bringing together several

of its working units – including
Environment, Agriculture and Fisheries,
Fiscal Affairs and the International Energy
Agency – to ensure a holistic approach.
This work, led by the Environment
Directorate, resulted in two reports:
Subsidies and Environment: Exploring the
Linkages (1996) and Improving the
Environment through Reducing Subsidies
(1998). The reports also led to the
development of a checklist to allow
decision makers to scan the potential
harmfulness of subsidies, taking into
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account economic and environmental
factors. This checklist was an important
methodological and analytical landmark.
It was tested in several case studies and
has been applied in pilot studies in some
OECD countries. The European
Commission is now using it in its work.

A fossil fuel subsidy can be considered as
any government action that lowers the
cost of fossil fuel energy production, raises
the price received by energy producers or
lowers the price paid by energy
consumers. Careful phasing-out of fossil
fuel subsidies can reduce energy wastage
and increase energy efficiency, reduce
emissions of greenhouse gases and air

pollutants, and enhance energy security.
It would be a low-cost way to meet part of
the emission reduction targets announced
following the UN climate conference in
Cancún. According to OECD analysis
based on data from the International
Energy Agency (IEA), ending fossil fuel
consumption subsidies could cut global
greenhouse gas emissions by 10% from
the levels they would otherwise reach in
2050 under “business as usual”.

Impact on GHG emissions of a removal of fossil-fuel consumer
subsidies in emerging and developing countries – projection to 2050

World

Japan

EU27 plus EFTA

Brazil

United States

Canada

Australia and
New Zealand

Rest of the World

China

India

Russia

Non EU Eastern
Europeancountries

10
5
0
-5
-10
-15
-20
-25
-30
-35
-40
Oil exporting
countries

In response to requests from G-20
Leaders (see next page), the OECD has
started a comprehensive exercise to
identify and estimate the budget
expenditures and tax expenditures in
OECD countries that effectively support
the use or production of fossil fuels.

Removing fossil fuel subsidies
to tackle climate change

% deviation from baseline

In addition, the Economic Surveys and
Environmental Performance Reviews
that the OECD regularly produces of
OECD and emerging economies (see
Chapter 5) sometimes include sections
on fossil fuel subsidy reform to assess
country progress and provide targeted
advice for reforms.

Source: OECD ENV-Linkages model based on fossil fuel subsidies data estimated by the IEA (2010)
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Environmental influence
and impact
[The United States]
greatly appreciate[s]
the work of the OECD
on the subject of fossil fuel subsidies.
The OECD’s research identified
significant energy, economic and
climate benefits that can be
achieved through a phase out of
these subsidies. We remain
committed to the pledge of G-20
leaders in 2009 to address this issue
and my colleagues and I at the
Environmental Protection Agency
look forward to continued work
with the OECD and its members on
the environmental challenges we
all face.
Lisa Jackson,
Administrator,
United States
Environmental Protection Agency

28 . OECD EPOC @ 40 . 1971–2011

The OECD work on environmentallyharmful subsidies has triggered global
political momentum to phase out these
subsidies. Citing the joint OECD and IEA
analysis (see Box on previous page),
world leaders at the 2009 G-20 Summit in
Pittsburgh agreed to “rationalise and
phase-out over the medium term
inefficient fossil fuel subsidies that
encourage wasteful consumption”. They
asked the OECD – in co-operation with
the IEA, the World Bank and Organisation
for Petroleum Exporting Countries
(OPEC) – to assess fossil fuel subsidies
and strategies for phasing them out and
to report back at the next summit. The
analysis of these four organisations was
presented in a joint report to G-20
Leaders when they met in Toronto in
June 2010, and an update and road-map
for reform were presented by the IEA,
OECD and World Bank at the November
2010 G-20 Summit in Seoul. The four
international organisations have been
asked to prepare further analysis for the
G-20 Leaders Summit in Cannes in
November 2011, to support G-20 country
efforts to phase out inefficient and
wasteful fossil fuel subsidies.

will require strong political commitment,
carefully designed approaches to
address social and competitiveness
concerns, reliable data and transparency
on subsidy amounts, and sound
analytical expertise.

Phasing out environmentally-harmful
subsidies is a core element of
sustainable development strategies and
can offer “win-win” opportunities in
terms of environmental, economic,
social and public finance benefits. Partly
in response to the G-20 Leaders’
commitment, many countries are
moving ahead with reforms. OECD
economy and finance ministers
themselves signed a declaration on
Green Growth in June 2009, which
includes calls for reforming
environmentally-harmful subsidies.
Implementing these ambitious reforms

.

The OECD provides a unique platform
for addressing the multifaceted
challenge presented by phasing out
environmentally-harmful subsidies (see
Box on next page). First, there is a
methodological challenge due to the
difficulty in identifying and estimating
many of the support measures, and the
complexity of understanding the
economic and environmental linkages.
The OECD work on subsidies data and
the OECD checklist are both helpful in
this respect. It is also a political economy
challenge: for instance, vested interests,
“subsidy addiction” by certain
beneficiaries, and concerns over
international competition raise
considerable difficulties. Finally, it is a
social challenge as a number of
subsidies aim to protect specific
segments of the population (low-income
households, farmers, fishers,
transporters…) or regions.
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The challenge of subsidy withdrawal: OECD value added
The OECD brings together experts to
discuss the challenges and use fact-based
analysis to help countries reform their
subsidies:
I Workshops and sharing experiences:

For example, an OECD Workshop on
Environmentally Harmful Subsidies:
Policy Issues and Challenges (2003)
brought together experts from a
variety of backgrounds (government,
academics, researchers, international
organisations and civil society) to
discuss the issues.
I Data collection: OECD efforts to

provide comprehensive and
comparable data on subsidies to
agriculture, fisheries and fossil fuels
help ensure transparency on the
magnitude of these subsidies, and who
benefits and who pays for them; and
facilitates analysis of their economic,
social and environmental impacts.

I Strategies for reform: For example,

the 1998 reports on Improving the
Environment through Reducing
Subsidies and the 2005 publication
Environmentally Related Subsidies:
Challenges for Reform presents
politically feasible subsidy reform
strategies.
I Case studies: For example, Subsidy

Reform and Sustainable Development,
Economic, Environmental and Social
Aspects (2006) provides an overview of
approaches for assessing subsidies and
associated taxes, and looks at country
experiences in reforming subsidies in
the agriculture, fisheries, industry and
transport sectors.

Finding out more
For more information visit
www.oecd.org/g20/fossilfuelsubsidies
I The Scope of Fossil-fuel Subsidies in

2009 and a Road-map for Phasing out
Fossil-fuel Subsidies. An IEA, OECD and
World Bank Joint Report (2010) prepared
for the G-20 Summit, Seoul, South Korea,
www.oecd.org/dataoecd/8/43/46575783.
pdf
I Analysis of the Scope of Energy

Subsidies and Suggestions for the G20 Initiative. IEA, OPEC, OECD, World
Bank joint report prepared for submission
to the G-20 Summit Meeting, Toronto
(Canada), 26-27 June 2010,
www.oecd.org/dataoecd/55/5/45575666.
pdf
I Subsidy Reform and Sustainable

Development: Political Economy
Aspects (OECD, 2007)
I Environmentally Harmful Subsidies:

Challenges for Reform (OECD, 2005)
I Improving the Environment through

Reducing Subsidies, Part I Summary
and Policy Conclusions and Part III
Case Studies (OECD, 1998)
I Subsidies and Environment: Exploring

the Linkages (OECD, 1996)
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Making better
policies: 40 years
of environmental
data
4
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As international concern about the global environment
and sustainable development has become more pressing,
government, business and the public are looking for reliable
and harmonised data on the environment. They need to
know what state the environment is in now – in their own
countries and globally – what are the pressures on the
environment, and how new policies will affect the situation
in the future. The OECD has been one of the leading
organisations providing this information for the past 40
years. All of the major environment initiatives reported in
this brochure have been underpinned and driven by the
OECD’s detailed, accurate and harmonised data collection
and analysis.
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Analysis, not paralysis: the role of
the Environment Policy Committee

Did you know?
The OECD was the first international
body to assemble, harmonise and
publish comprehensive data on
environmental conditions and trends in
a large grouping of nations.
Between 1995 and 2005 over 2 700
academic articles on environmental
issues quoted OECD environmental
publications.

In 1971 when Secretary-General van
Lennep set up the Environment
Committee, he advised that there should
not be “paralysis by analysis” in the work
programme – studies should be
“translated into positive advice and
recommendations within a fairly short
time”. Since then, the Committee has
continually tried to ensure that the
organisation’s environmental work
products are timely and relevant to
short-term policy needs. Over the past
four decades, the data, standards and
information that the OECD has produced
to underpin its analysis and policy
advice have included:
I

I

I

32 . OECD EPOC @ 40 . 1971–2011

Indicators and trends: compilations of
data, statistics and indicators of
environmental conditions, trends and
performance in OECD and some nonOECD countries.
Harmonised data: objective, reliable
and comparable environmental
information is essential for better
policy formulation and monitoring, to
inform the public and decision
makers. OECD countries agreed in
2001 to work together to develop a
common strategy and action plan on
environmental data quality.
Online databases and statistics, such
as the joint OECD/European
Environment Agency database on
instruments used for environmental
policy and natural resources
management (Chapter 2).

I

Standards: The OECD has created
universal standards in several areas,
especially for chemicals management
(e.g., Mutual Acceptance of Data, Test
Guidelines, Good Laboratory
Practices, and Compliance
Monitoring Procedures etc.).

I

Outlooks and projections: The OECD
models how the environment might
look in the future, and publishes the
analysis in publications such as the
OECD Environmental Outlooks.

I

Technical analyses, e.g., in the areas of
chemical safety, waste management
and air pollution.

I

Reviews and assessments of the
environmental performance of some
35 individual countries. About 70
reviews have been produced to date
(Chapter 5).

The OECD work on environmental data
and indicators has been embodied and
formalised in a number of Council Acts.
Together, they lay the legal foundations
for internationally agreed systems and
models.
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The how, why and who of
OECD environmental data
The OECD’s Environment Policy
Committee’s work on environmental
information, data and indicators is
overseen by the Working Party on
Environmental Information (WPEI) with
participation by the 34 OECD countries,
Russia (an OECD accession country) and
five countries with which the OECD is
forging a more structured and coherent
partnership based on mutual interest
(Brazil, China, India, Indonesia and South
Africa). The OECD has a global scheme of
data collection on resources and the
environment (SIREN-OECD System of
Information on Resources and the
Environment), into which all data and
analysis fit. Most of the environmental
information consists of data collected from
member and partner countries by means
of the OECD questionnaire on the state of
the environment. The questionnaire is
used every two years by the Environment
Directorate to collect harmonised
environmental data from countries.
The OECD questionnaire has now been
adopted and used by both EUROSTAT
and the UN Statistical Division (UNSD),
and as such establishes the foundations
for internationally comparable
environmental data.
These data feed into a large number of
areas of work. One of the most
important is in the development of
environmental indicators, an area in
which the OECD has been leading the
way since 1989. The different sets of
environmental indicators each respond
to a specific purpose. These indicators
are regularly analysed and published in
various OECD products. For example,
they are used in reviewing countries’
environmental performance (Chapter 5)

OECD Framework for Enviromental Data and Indicators

OECD
Questionnaire

Other international
sources

treatment & harmonisation

OECD System of Information on Resources
and the Environment (SIREN)

analysis & interpretation

Environmental
Data
Compendium

Environmental
Performance
Reviews

Environmental
Indicators

Other policy work
and indicators

and in monitoring the implementation
of the OECD Environmental Strategy for
the First Decade of the 21st Century. The
OECD Environmental Strategy was
adopted by environment ministers and
endorsed by the OECD Council at
ministerial level in 2001. It provided clear
directions for environmentally
sustainable policies in OECD countries to
2010. The OECD Environmental
Performance Reviews and the
environmental indicators programme
are used to monitor progress towards
implementing this strategy.
These comprehensive data sets reflect
the indispensable “Pressure-StateResponse” framework (see page 39) for
environmental data, developed by the
OECD in the early 1970s and now
applied in a great number of countries
(see Chapter 5). This framework helps
decision makers and the public see how
environmental, economic and social
indicators are interconnected.

Measuring sustainable
development
Sustainable development is an important
concept, reflected in national policies and
strategies and in international agreements.
But it is difficult to actually measure
progress towards sustainable
development. Between 2005 and 2008 the
Joint UNECE/Eurostat/OECD Working
Group on Statistics on Sustainable
Development brought together more than
90 members from 48 countries and
international organisations to work on this
problem. The group made a breakthrough
by reaching a common understanding on
the principles of how to measure
sustainability. It also started to develop a
small core set of indicators that would be
comparable between countries. The
outcome of this work is presented in the
2009 publication on Measuring Sustainable
Development. The Joint
UNECE/Eurostat/OECD Task Force on
Measuring Sustainable Development was
established in 2008 to continue the work of
the Working Group on Statistics for
Sustainable Development.
Source: UNECE website:
www.unece.org/stats/archive/03.03f.e.htm
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Environmental influence
and impact
The OECD has played
an important role in my
professional life since I
started to develop environmental
information around twenty years
ago. The famous ‘pressure-stateresponse approach’ and the quality
guidelines for environmental
indicators are still basic building
blocks in this area. Now, as the Chief

From its earliest years, the OECD has
led the field in producing reliable
analysis to underpin environmental
policy. The Declaration on Anticipatory
Environmental Policies by OECD
Environment Ministers at their meeting
in Paris in 1979 was “…the first
statement of the modern form of
environmental protection policy to
emerge from the developed countries as
a whole, and it resulted from the critical
analysis of the trends in various sectors
as they affected the environment.” (Long,
2000)

Statistician of the European Union, I
would like to congratulate my
colleagues from the OECD's
Environment Directorate for their
excellent work and close
co-operation with the European
Statistical System.
Walter J.
Radermacher,
Director General,
Eurostat

The OECD’s environment data and
analysis have helped promote
accountability and responsibility for
environmental actions by countries,
starting with the first international
report on the State of the Environment in
OECD Member Countries prepared in
1979 by the Environment Policy
Committee’s Group on State of the
Environment (now the WPEI).

Another important contribution to
promoting greater accountability and
responsibility by government was the
Organisation’s work on environmental
impact assessment (EIA), particularly in
the 1970s and early ‘80s. EIA is an
analytical process that systematically
examines the possible environmental
consequences of the implementation of
projects, programmes and policies (see
Box on page 35).
The OECD has long supported the
continuous improvement of countries’
environmental information systems,
enhancing technical quality, policy
relevance, cost-effectiveness, international
comparability, and improving accessibility.
For example, it has reviewed the
environmental information systems in
Bulgaria, Mexico and Russia and China’s
monitoring system. Results of OECD work,
and in particular its conceptual
framework, have influenced a number of
countries and international organisations.
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Environmental influence and impact

Assessing the environmental
implications of new
developments
OECD has had a major influence on
persuading governments to adopt
environmental impact assessment (EIA) as
a central instrument for environmental
policy. Serving as both a forum for
discussion and debate, and as an analytical
body, the OECD was able to build
widespread support for EIA application
and procedures across member countries
through developing EIA principles and
guidelines; using “peer pressure”, exerted
through ministerial-level debates on the
subject and Council Recommendations (in
1974 and 1979); and the use of the country
Environmental Performance Reviews.
More recently, OECD has developed
guidance on how adaptation to climate
change can be integrated into EIAs.

13%

Sources: Long (2000), International Environmental
Issues and the OECD, 1950-2000, OECD, Paris;
Agrawala et al. (2010), “Incorporating Climate
Change Impacts and Adaptation in Environmental
Impact Assessments: Opportunities and
Challenges”, Environment Working Paper 24, OECD,
Paris.

The amount of energy that OECD
countries require to provide a unit of GDP
has decreased by 13% between 2000-2009
OECD 40 YEARS OF ENVIRONMENTAL DATA . 35
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The OECD Environment Policy
Committee works closely with the
United Nations, the World Bank, the
European Union, conventions
secretariats (e.g. Convention on
Biodiversity and United Nations
Framework Convention on Climate
Change) and a number of international
institutes. This is essential to ensure
harmonisation beyond OECD countries,
achieve synergies, and avoid duplication
of efforts.

Finding out more
I OECD Compendium of Environmental

Data: This compendium is revised
regularly and presents data linking
pollution and natural resources with
activity in such economic sectors as
energy, transport, industry and
agriculture. It shows the state of air,
inland waters, wildlife, etc., for OECD
and some non-OECD countries and
summarises responses by government
and enterprises.
www.oecd.org/dataoecd/22/14/
41877753.pdf

Measuring Green Growth
I OECD Key Environmental Indicators:

In the coming years, the Environment
Policy Committee will be providing a set
of indicators to assess progress towards
greener growth as an essential strand of
the OECD’s work to implement the
Green Growth Strategy. This is being
developed in close co-ordination with
OECD initiatives to follow-up on the
Stiglitz-Sen report (see Box), providing
the impetus for a new generation of
work on environmental data and
indicators.

More to life than GDP
Concerns have been growing about the
adequacy of current measures of economic
performance, such as GDP (gross domestic
product). The question is how
representative are such figures as measures
of societal well-being, as well as measures
of economic, environmental, and social
sustainability. In 2008 French President
Sarkozy created a commission, which
included five Nobel prize-winning
economists led by Joseph Stiglitz, to look
at new ways of measuring well-being and
progress. The report by the Commission on
the Measurement of Economic
Performance and Social Progress proposes
new indicators to measure subjective
aspects of social progress such as freedom,
security and contentment as well as
objective features including economic and
ecological resources. The OECD will
establish an institutional process for
priority-setting, produce some of the
measures and instruments advocated by
the Commission, and use these measures
in policy formulation.
More information: The Statistics Newsletter 46,
October 2009,
www.oecd.org/dataoecd/54/17/43087339.pdf
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These indicators give a broad overview
of environmental issues in OECD and
some non-OECD countries and are
updated every year.
www.oecd.org/department/0,3355,en_26
49_34283_1_1_1_1_1,00.html
I OECD Environmental Outlooks: assess

modelling-based projections and policy
simulations to explore likely economic
and environmental trends in the
coming decades and provide policy
guidance. A new Outlook to 2050 will
be released in early 2012, and past ones
are at www.oecd.org/
environment/outlookto2030
I OECD Environmental Indicators –

Development, Measurement and Use,
www.oecd.org/env/
I OECD Environmental Strategy for the

First Decade of the 21st Century
(2001), www.oecd.org/ dataoecd/33/40/
1863539.pdf.
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Building
environmental
accountability
5

By the early 1990s, OECD governments had signed up to a multitude of
environmental treaties and declarations and made a growing number of
promises and commitments. It became clear that more needed to be done to
enable policy makers and citizens to keep track of and judge whether goals
were being met and whether governments were keeping their
environmental promises. At a meeting in Bergen, Norway in 1990,
environment ministers identified improved data and statistics as one essential
requirement, and better indicators of performance as another. The idea was
also put forward that the OECD could conduct periodic reviews of the
environmental performances of member countries, in co-operation with
United Nations Economic Commission for Europe (UNECE).
OECD BUILDING ENVIRONMENTAL ACCOUNTABILITY . 37
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Building environmental
accountability
The “raison d’être” of the programme
of Environmental Performance
Reviews (EPR) is to strengthen the
accountability of OECD countries
towards their domestic objectives and
international commitments, and to
promote environmental progress
through “peer review”.
EPRs assess the environmental
performance of individual countries.
This includes:
I

The environmental effectiveness and
economic efficiency of policies for
pollution control and resource
management, including the policy
instruments used (e.g. regulations and
economic instruments such as charges,
taxes, market creation, subsidies).

I

The institutions involved in
environmental policy (e.g.
administrative and legal reforms,
institutional integration).

I

The integration of environmental
concerns into sectoral policies (e.g.
transport, agriculture, energy).

I

The social-environment interface (e.g.
employment and equity issues).

A brief history
The Environmental Performance Review
(EPR) programme was launched in 1992
on a pilot basis, with reviews of
Germany and Iceland. It became fully
operational in 1993 with reviews of
Portugal, Norway and Japan. To date
the OECD has conducted about 70
country reviews. The reviews occur in
cycles, and most OECD countries have
been reviewed twice, during the first
(1992-2000) and second (2001-2009)
cycles. A third review cycle was
launched in 2009. Each cycle checks on
progress made to implement the
recommendations of previous reviews.
The OECD EPR programme has also
stimulated a similar programme for
non-OECD countries in the region of the
UN Economic Commission for Europe.
EPRs have been conducted for several
non-member countries such as China,
Russia and Chile (before it became a
member). A review of South Africa is
planned for 2012-13.

38 . OECD EPOC @ 40 . 1971–2011

Each review contains some common
elements so that countries can compare
themselves with others. Each country
can also choose two specific topics of
particular importance to them for a
more in-depth focus, such as on climate
change, biodiversity, sustainable
management of waste and materials, or
environmental technologies. The
reviews also highlight lessons and
identify good policy practices that could
be of interest to other countries.

EPRs are based on the “pressure-stateresponse” indicators framework, an
approach for understanding
environmental issues developed by the
OECD (see box on page 39). Following
the compilation of extensive
background information, a team of
experts (OECD staff, consultants and
officials from reviewing countries) visits
the country being reviewed for about a
week, and consults with government
representatives at national and local
levels, and other stakeholders (industry,
NGOs, independent experts). The draft
report is discussed at a meeting of the
OECD Working Party on Environmental
Performance (WPEP), where delegates
from other member countries can ask
questions, approve the assessment and
agree detailed conclusions and
recommendations. Implementing such a
process relies on mutual trust among
the countries involved, as well as shared
confidence in the process.
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The pressure-state-response framework
The widely-used OECD pressure-state-response (PSR) framework
helps decision makers and the public to see how environmental,
economic and social indicators are interconnected. It was
developed by the OECD’s Environment Directorate. The PSR model
conceptualises that human activities exert pressures on the
environment, changing the quality and quantity of natural

Pressures on
the environment

resources. These changes alter the state, or condition, of the
environment. The human responses to these changes include any
organised behaviour, which aims to reduce, prevent or mitigate
undesirable changes. Many governments now use this approach in
the evaluation of their environmental policies.

State of the environment
and natural resources
GLOBAL

Direct pressures
Biological stresses

Responses
by society
Central government
Policies and actions

NATIONAL
Indirect pressures
Human activities
Natural events
pressures

REGIONAL

Local government
Policies and actions

LOCAL
Community/Sector
Attitudes and actions

Individual households
Attitudes and actions

information

State of the environment
and natural resources
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Environmental impact
and influence
The OECD Environmental
Performance Review
(EPR) programme has
been helping member countries to
improve their environmental
management for 20 years. It
constitutes a unique review process
that does not only identify problems
and solutions, but also presents through its inclusiveness - useful
knowledge and concrete options for
change in the countries under review.
As we are moving increasingly towards
“knowledge democracies”, critical
reflections such as those provided by
the EPR are paramount in helping to
steer societies towards
sustainability.
Dr. Klaus Töpfer,
Executive Director of
the Institute for
Advanced Sustainability Studies (IASS)
former Executive Director of the United
Nations Environment Programme
(UNEP) and Under-Secretary-General of
the United Nations, and former German
Minister for the Environment

EPRs continue to have influence and
impact on the environmental
performance of reviewed countries in
several ways (see middle Box on page
41). First, the launch and publication of
the EPR report is often a high-profile
event, sometimes involving the OECD
Secretary General and Heads of State or
ministers, and Parliamentary groups. The
review is disseminated widely to
decision makers, as well as the general
public and non-government
organisations. The reviewed
governments often respond publicly
through press declarations on the
review’s findings and recommendations.
Second, the peer review process and the
participation of international experts are
an important opportunity for the
reviewed country to assess its own
achievements and challenges from a
different perspective and compare itself
against experiences in other countries.
Third, the cyclical process exerts

pressure on countries to address the
recommendations made. Several years
after the launch of its review, the
reviewed country is invited to report
back to the WPEP on the steps taken to
implement the EPR’s recommendations.
The subsequent EPR also examines what
the reviewed country has done to
implement the recommendations
presented in the previous review.
In short, the country Environmental
Performance Review programme is an
internationally-supported, countryspecific means to promote
environmental progress in reviewed
countries through the use of indicators
and other evidence of performance; and
by stimulating and pushing
governments to achieve their
commitments and enhance their
performance. Together with economic,
energy and aid reviews, it is one of
several similar peer review programmes
in the OECD.

Example from an EPR: CO2 emissions from energy use by end-use sector – Japan
Trends, 1990 - 2008
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Source: Environmental Performance Review of Japan (OECD, 2010)
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Environmental impact and influence

Specific impacts of the EPRs

Sources: Busch, 2006; Long 2000

(© NASA)

OECD reviews have directly influenced
national environmental plans (e.g. Japan,
Turkey, Czech Republic, Hungary),
national law making (e.g. Sweden, Japan,
Chile), adoption of economic instruments
(e.g. Korea, Poland, Italy), environmental
integration (e.g. Canada, Mexico, Poland,
USA), and the establishment of national
parks and nature protection (e.g.
Denmark, Iceland, France, Switzerland).
They have helped to upgrade institutions
for environment protection, e.g. following
a recommendation in OECD’s EPR of
China, the Chinese authorities upgraded
the State Environmental Protection
Agency to a ministry. The New Zealand
government also established an
environment agency in response to the
1996 EPR. They have also been used to
bring about policy pressure. In Canada,
the Environment Minister used the
findings of the 1995 review to demand
more government action for tackling
climate change. The German government
used the review to address criticism of the
ecological tax reform. Some international
agreements identified in early reviews as
unratified were later ratified.

Chile’s EPR

Finding out more

In 2006, the OECD published an
environmental performance review of
Chile that it conducted in cooperation with
the UN Economic Commission for Latin
America and the Caribbean. At the time,
Chile was not a member of the OECD.

For more information visit:
www.oecd.org/environment and
www.oecd.org/env/countryreviews

The report contained 52
recommendations, and, according to
Chilean representatives, had a significant
impact on environmental policies and
institutions. In particular, the review led to
the establishment of five new
environmental institutions: a new Ministry
of Environment; the Environmental
Assessment Service; the Environmental
Inspectorate; Environmental Courts
(currently being established); and the
Biodiversity and Protected Areas Services
(currently being established).

The full versions of country Environmental
Performance Reviews can be obtained
through the OECD iLibrary or online
bookshop: www.oecd-ilibrary.org and
www.oecdbookshop.org
I OECD Environmental Performance

Reviews: 2nd Cycle (2001-2009), OECD
(2009), www.oecd.org/dataoecd/
49/37/44947091.pdf
I “The OECD Environment Directorate: The

art of persuasion and its limitations”,
Global Governance Working Paper 20,
The Global Governance Project,
Amsterdam, Busch P-O (2006).
I “OECD Environmental Performance

Review programme: Accountability f(or)
learning?” Education 11 (2):
169-188, Lehtonen, M. (2005).
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Tackling pollution
that crosses

42 . OECD EPOC @ 40 . 1971–2011
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In the late 1960s and early 1970s, international concern
arose about dying forests, and lakes that were devoid of life
despite being in relatively pristine areas, such as
Scandinavia and Canada. For example, the Waldsterben
(death of forests) phenomenon was of great concern in
Germany, where about one-third of forests were estimated
to be “dead” or severely damaged. Research by Swedish
scientists in 1960 proved that airborne chemicals were
crossing international boundaries and then being
deposited as “acid rain” affecting lakes and forests far from
where the pollution was being released.
To many, the idea that pollution did not respect national
frontiers was novel at the time, but long-range movement
of air pollution soon became a major international concern
in North America and Europe.

boundaries
OECD TACKLING POLLUTION THAT CROSSES BOUNDARIES . 43
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Analysis unfettered by national frontiers

What is acid rain?
Acid rain is caused by emissions of
sulphur oxides (SOx) and nitrogen
oxides (NOx), which react with the water
molecules in the atmosphere to
produce acid. SOx and NOx are mainly
emitted by the combustion of fossil
fuels, in particular coal and oil power
plants and motor vehicles. SOx and NOx
affect human health, crops and
vegetation, and cause material
corrosion. Emissions cause damage
locally, but also internationally, as they
can be transported over long distances.

the UNECE Convention on Long-Range
Transboundary Air Pollution signed in 1979
by 34 industrialised nations in Europe and
North America. These nations committed to
limit and gradually reduce emissions of a
broad range of air pollutants including
ground-level ozone, persistent organic
pollutants, heavy metals and gases
contributing to long-range transboundary
air pollution. This was the first international
legally-binding instrument to deal with air
pollution. Today it has 51 signatory
countries and has formed a series of
protocols to reduce a wide range of air
pollutants. The most recent is the
Gothenburg Protocol to Abate Acidification,
Eutrophication and Groundlevel Ozone
(2005), which is also the first legally-binding
multilateral environmental agreement to
address the issue of black carbon and
particulate matter. The protocol set emission
ceilings to be achieved by 2010 for four
pollutants: sulphur, NOx, volatile organic
compounds (VOCs) and ammonia.

This work also provided the building
blocks for two major international
environmental achievements: (1) a
Co-operative Technical Programme to
Measure the Long-Range Transport of Air
Pollutants in Europe, launched in 1978 by
the United Nations Economic Commission
for Europe (UNECE); and (2)

Since the UNECE Convention came into force,
sulphur emissions in Europe have been cut
by over 60% and nitrogen emissions by 40%
on average. The establishment of this
international convention is a classic example
of how the OECD’s research findings, and its
work across countries, can be instrumental in
promoting international action.

Pollutants in cloud
water and precipitates
Wet deposition

Dry deposition

Gaseous pollutants
in atmosphere

Particulate pollutants
in the atmosphere
Dry deposition

In 1971, the OECD’s Environment Policy
Committee launched a technical project
to measure the long-range transport of air
pollution. This brought together national
air pollution measuring stations in 11
OECD countries to find out whether
emission standards and methods of air
pollutant dispersion were actually
contributing to the long-distance
transport of SOx and NOx. The large body
of data produced over the next six years
demonstrated convincingly that a
substantial part of a country’s air
pollution could be blown hundreds of
kilometres and deposited in another
country, with a whole range of negative
effects. It also illustrated that this was not
an issue that could be addressed by just a
few countries alone; it was a widespread
challenge. To guide countries in tackling
the problem, in 1974 the OECD Council
published Guidelines to Reduce Emissions of
Sulphur Oxides and Particulate Matters from
Fuel Combustion in Stationary Sources.

SOURCES
Natural
NO2

VOC

Anthropogenic
Hg

RECEPTORS

44 . OECD EPOC @ 40 . 1971–2011

NO2

SO2

VOC

OECD Environment [f]:Layout 1

10/10/11

10:00

Page 45

Analysis unfettered by national frontiers

Guiding principles for
managing transfrontier
pollution
The growing concern about international
pollution, including air and water (for
instance, the case of the River Rhine,
which runs through several countries),
initiated other pioneering OECD work on
the economic and legal aspects of
transfrontier pollution. This included
exploring the economically most
efficient solutions for different situations.
In-depth analysis of the legal aspects and
possible avenues for conflict resolution
produced a series of principles in the
mid-1970s to guide member countries.
For example:
I

I

The mutual compensation principle
allows for side payments so that
pollution control and damage costs
can be shared fairly and efficiently.
The equal rights of access principles
state that the rights of people
affected by transfrontier pollution

It is not just the people

should be equivalent to those of
people in the pollution source
country.

of Europe and North
America who are

I

I

I

Non-discrimination principles require
the source country of a transfrontier
pollution problem to treat it the same
way as it would a similar domestic
pollution problem.

benefiting. Other regions are keen to
emulate the successful combination
of sound science and ambitious
policy-making that underpins the
Convention, and adapt it to their

Consultation and information
principles mean that all relevant
information about transfrontier
pollution should be provided.

particular needs.

Principles governing international
solidarity require countries to seek an
equitable balance of their rights and
obligations in zones affected by
transfrontier pollution.

Kofi Annan,
former Secretary
General of the UN,
writing in the Foreword to Clearing the
Air: 25 years of the Convention on Longrange Transboundary Air Pollution

These principles were embodied in three
OECD Council Recommendations,
paving the way for a “soft” legal
framework guiding compensation and
costs sharing in these complex pollution
cases.

50%
The level of reduction in
SOx emissions in OECD
countries since 1990
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Environmental influence
and impact
The true success story in
the cooperation
between the OECD
and UNECE is that air quality in the
pan-European region has improved
dramatically over the past four
decades. Based on the OECD’s
groundbreaking work in the early
1970s and the subsequent entry into
force of UNECE's Convention on
Long-Range Transboundary Air
Pollution, acid rain and Waldsterben
were eradicated.
Mr Ján Kubiš,
Executive
Secretary of the
United Nations Economic Commission
(UNECE)

The past few decades have seen much
progress. Total emissions of the targeted
pollutants have decreased significantly in
a majority of OECD countries and by
2008 some countries had already
reached the goal they fixed for 2010 in
the Gothenburg Protocol. Progress
towards reducing sulphur emissions has
been especially significant, due to a
widespread European shift from coal to
natural gas as an industrial fuel in the
1970s and 1980s and increased energy
efficiency. The acidification of forests and
lakes has been halted in large parts of
Europe. Over the past 10 years, emissions
of acidifying substances and related
transboundary air pollution have
continued to decline across OECD

countries. Compared to 1990 levels, SOx
emissions have decreased significantly
for the OECD as a whole, even though
GDP has continued to rise. In this way,
SOx emissions have been successfully
“decoupled” from economic growth.
Though less pronounced, absolute
decoupling of NOx emissions from
economic growth has also occurred in
most OECD countries.
Following this early work, the OECD has
since addressed other international
pollution issues, including cross-border
movements of waste, governance of
international water bodies, and climate
change (see later chapters in this
brochure).

OECD SOx and NOx emissions
Index 1990=100

Gross domestic product
Fossil fuel supply
NOx emissions
SOx emissions
150

100

50

0
1990
Source: OECD
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Finding out more
I OECD Environmental Data

compendium, www.oecd.org/document/
49/0,3746,en_2649_34283_39011377_1_
1_1_1,00.html
I OECD Key Environmental Indicators,

(OECD, 2008).
I Clearing the Air. 25 years of the

Convention on Long-range
Transboundary Air Pollution,
(UNECE, 2004), Geneva.
I International Environmental Issues

and the OECD: 1950-2000.
An historical perspective. Long, B.
(OECD, 2000).

300

I Transfrontier Pollution 1975-1978:

Measures Related to OECD
Recommendation C(74)224 on
Principles Concerning Transfrontier
Pollution, (OECD, 1979).

The number of
international water
agreements that have
been signed to date
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Dealing
with waste
7
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Recent decades have seen unprecedented growth in
human population and economic well being for a good
portion of the world. This growth has been fed by equally
unprecedented consumption of resources and materials,
and related environmental impacts, especially the growth in
waste. Many valuable material and energy resources are
being wasted and/or disposed of, and are therefore being
lost to the economy. This has consequences for both the
efficiency of material use and for the quality of the
environment in terms of land use, water and air pollution,
and greenhouse gas emissions.

OECD DEALING WITH WASTE . 49
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Virtuous cycles in the OECD
approach to waste
A key OECD priority since the inception of
its Environment Policy Committee has

been to develop principles and policies
for the environmentally and
economically sound management of
waste. A Waste Management Policy
Group was created back in 1974, and in
1976 the OECD Council developed a first
comprehensive waste management
policy for all OECD countries. Today,
those practices still form the backbone
of how waste is managed in OECD
countries and beyond:
I

Reducing, reusing and recycling
waste (the “3Rs”) as much as possible.

I

Disposing of remaining waste in an
environmentally sound manner.

The waste problem
In OECD countries, about 4 billion
tonnes of waste of all kinds – from
municipal and construction to
hazardous and electronic or e-waste –
are produced annually. The main
environmental concerns relate to the
potential impact from inappropriate
waste management on human health
and on ecosystems (soil and water
contamination, air quality, land use and
landscape) and the costs of disposing of
and managing this waste.

50 . OECD EPOC @ 40 . 1971–2011

These guidelines continued to be
revised, culminating in an OECD Council
Recommendation on Environmentally
Sound Management of Waste in 2004.
This provides a number of policy
recommendations for governments, as
well as practical recommendations for
facilities to ensure that waste is
managed in a manner that will save
natural resources, and protect human
health and the environment. While
OECD recommendations are not legally
binding, there is an expectation that
member countries will do their utmost
to implement them fully, and in 2007 the
OECD produced a practical manual to
help them do so.
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There is growing interest in considering wastes as potential resources
that can be used as inputs for new products.

Managing materials from
“cradle to cradle”
As the waste we produce continues to
grow, new integrated approaches are
needed to address the environmental
impacts of each manufactured material
throughout its entire life cycle. Since
2004, the OECD has been at the cutting
edge of developing just such an
approach—known as Sustainable
Materials Management (SMM). This
ensures that waste from material
production and consumption can be
reduced and that as much material as
possible is reused. In this way, materialsbased approaches represent a shift from
“cradle-to-grave” thinking towards
“cradle-to-cradle” thinking. As part of
this work, it was realised that more
information was needed on how
different materials flow through the
economy (from their extraction or
import to their final disposal), how they
affect the environment and how
globalisation and foreign outsourcing
affect international flows of materials
and environmental impacts. This is why,
since 2004, the OECD has been
developing a sound, fact-based
approach known as material flow
analysis (see Box). Through its work the
OECD has advanced the knowledge base
on material flows as well as
methodologies for developing common
measurement systems and indicators.
A number of OECD countries are now
trying to move away from a heavily
waste-oriented view and develop more
materials-based approaches. There is
growing interest in considering wastes
as potential resources that can be used
as inputs for new products. Such use of
wastes can result in less virgin material
extraction with related reduction of

negative environmental impacts, less
disposal and often less processing of
waste.
Markets for many classes of potentially
recyclable materials are growing.
However, market failures and barriers are
constraining some markets. The OECD
looked at these obstacles in a 2007
report, Improving Recycling Markets,
which analyses how markets for waste
oils, waste plastics, and used rubber
tyres can operate better.
Another important OECD contribution
to waste management has been its work
to develop the concept of Extended
Producer Responsibility (EPR). EPR states
that manufacturers and importers of
products should bear a significant
degree of responsibility for the
environmental impacts of their products
throughout the product life-cycle,
including those inherent in the selection
of materials for the products, in the
manufacturers’ production process itself,
and in the use and disposal of the
products. Since the OECD began its work
on EPR in 1994, almost every member
country has implemented one or more
EPR programmes. While the approaches
vary in how they are implemented, it
seems evident that EPR will continue
being part of product and waste policies
in OECD countries.

Accounting for
resource use
The worldwide use of virtually every
significant material has been rising over
many years, causing recurrent concerns
about shortages of natural resource stocks,
the security of supply of energy and other
materials, and the environmental
effectiveness of their use. A good
understanding of the material basis of the
economy should therefore underpin the
formulation of economic, trade, natural
resource and environmental policies. The
aim of Material Flow Analysis (MFA) is to
contribute to that understanding.
MFA helps identify inefficient use of natural
resources, energy and materials in process
chains or the economy at large that would
go undetected in conventional economic
or environmental monitoring systems. It
achieves this by using existing production,
consumption and trade data combined
with environment statistics, and by
improving modelling capacities.
Source: OECD (2008), Measuring Material Flows and
Resource Productivity Synthesis Report.
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Virtuous cycles in the OECD approach to waste

The OECD was the first international body to take legal action to
monitor and control the export of hazardous waste to non-member
countries.
Controlling the transboundary
movements of hazardous waste
Since 1983, when illegally dumped dioxin
containers originating from the 1976
Seveso chemical plant disaster in Italy
were discovered in the north of France,
hazardous waste has presented a
particularly thorny environmental
challenge. OECD countries generated
some 115 million tonnes of hazardous
waste in 1997, or 2.5% of total waste.
Exports of hazardous waste from the
OECD to developing countries have
triggered legitimate outcries; for instance,
the Organisation of African Unity has
condemned the dumping of potentially
hazardous wastes on African soil.
The OECD was the first international
body to take legal action to monitor and
control the export of hazardous waste to
non-member countries. Between 1984
and 1992, eight OECD Council Acts
paved the way for an international

Reducing municipal waste
The quantity of municipal waste (from
households, small businesses, office
buildings, etc.) generated in the OECD area
has risen since 1980, and exceeded 650
million tonnes in 2006 (560 kg per
inhabitant). However, according to OECD
data it has risen at a lower rate than
consumption expenditure and GDP, with a
slowdown in recent years. In the mid
1990s, approximately 64% of municipal
waste was destined for landfills, 18% for
incineration, and 18% for recycling
(including composting). In 2005, only 49%
of municipal waste was being disposed of
in landfills, 30% was being recycled or
composted, and 21% being incinerated or
otherwise treated.

system to control movements of
hazardous waste within and outside the
OECD area. In 1986, the OECD Council
made a pioneering contribution when it
obliged OECD countries to: 1) monitor
and control exports of hazardous waste
outside the OECD area; 2) ensure that
legal authorities of exporting countries
have the power and competence to
prohibit these exports; 3) prohibit
movements of hazardous wastes to a
final destination in a non-member
country without the consent of that
country; 4) ensure that any country of
transit is notified in advance; and 5)
prohibit exports of hazardous waste to a
non-member country unless the wastes
are destined for an adequate disposal
facility in that country.
This work laid the foundations for an
international control system, and the
adoption of the UN Basel Convention on
the Control of Transboundary Movements
of Hazardous Waste and their Disposal

52 . OECD EPOC @ 40 . 1971–2011

I

Green Control Procedure: for wastes
that present low risk for human
health and the environment and
therefore are not subject to any other
controls than those normally applied
in commercial transactions.

I

Amber Control Procedure: for wastes
presenting sufficient risk to justify
their control.
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(1989). The Basel Convention came into
force in May 1992. By 2011, 175 countries
and the EU were parties to the convention.
All OECD countries, except the United
States, have ratified it. In 1992 the OECD
also developed a system for regulating
transboundary movements of waste,
destined for recovery inside the OECD
area. This system aims to make it easier
to trade recyclable wastes in an
environmentally sound and economically
efficient manner. It uses a simplified
procedure to assess the necessary level
of control for materials:
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Environmental influence
and impact
The OECD’s work on controlling the
transboundary movements of waste is a
good example of its role in developing
legislation to tackle a serious environmental problem. The system it has
developed has been globally recognised.
It has now been broadly taken on by two
other international/intergovernmental
bodies: the United Nations, through the
Basel Convention; and the European
Union through the EC Waste Shipment
Regulation. The OECD’s goal now is to
create a global control system through
close co-operation with the EC and the
Basel Convention Secretariat.
Within the OECD area, waste policies
have also been successful in diverting
increasing amounts of valuable materials
from landfills to further use,
remanufacturing and recovery, thereby

reducing considerably the associated
environmental impacts, including
greenhouse gas emissions. However,
managing rapidly increasing
municipal waste in non-OECD
countries will be an enormous
challenge in the coming decades.

1.5kg
per person of municipal waste
is generated on average in

In 2008 the G-8 Environment Ministers
recognised “…the value of the work
done by OECD to develop tools for the
3Rs, including tools for environmentally
sound waste management, Extended
Producer Responsibility, Material
Flows Analysis, resource productivity,
and sustainable materials
management”. In May 2011, OECD
reported back to G8 Leaders on the
progress that had been made in G8
and OECD countries on resource
productivity since the 2008 meeting.

Having been involved in drafting and implementing the Basel
Convention since 1988, I greatly appreciate the OECD’s early
and effective action to regulate the movement of hazardous
waste. The Basel Convention was partly founded on the OECD's work,
which continues to be very relevant for the convention today. In this
context, I particularly welcome the OECD's more recent work
on sustainable materials management, an issue that is of
increasing interest also under the Basel Convention.
Dr Katharina Kummer Peiry, Executive Secretary of the Basel Convention on the
Control of Transboundary Movements of Hazardous Wastes and their Disposal,
United Nations Environment Programme

OECD countries daily.
Finding out more
Visit the OECD’s website on its work on waste:
www.oecd.org/env/waste
I Resource Productivity in the G8 and the
OECD – A Report in the Framework of the
Kobe 3R Action Plan (OECD, 2011)
http://www.oecd.org/dataoecd/
18/20/47944428.pdf
I OECD’s Work on Sustainable Materials
and Waste Management (OECD 2010)
www.oecd.org/dataoecd/48/10/45139632.pdf
I The Guidance Manual for the Control of
Transboundary Movements of
Recoverable Wastes (OECD 2009),
www.oecd.org/dataoecd/57/1/42262259.pdf
I Measuring Material Flows and Resource
Productivity. Synthesis Report (OECD,
2008), www.oecd.org/ dataoecd/
55/12/40464014.pdf
I G8 Environment Ministers Meeting 2008.
Kobe 3R Action Plan,
www.env.go.jp/recycle/3r/en/g8_0805/03.pdf
I Guidance Manual on Environmentally
Sound Management of Waste (OECD,
2007)
I Extended Producer Responsibility:
A Guidance Manual for Governments
(OECD, 2001)
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Addressing
climate change
8
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Global climate change threatens to disrupt the well-being
of society, deter economic development and alter the
natural environment, making it a key policy concern of the
21st century. Governments around the world have reached
consensus on the need to achieve large cuts in greenhouse
gas (GHG) emissions over the coming decades, to adapt to
the impacts of climate change, and to ensure the necessary
financial and technical support for developing countries to
take action.
They are working towards international action to achieve
these goals under the United Nations Framework
Convention on Climate Change (UNFCCC). The objective of
the convention is to stabilise greenhouse gas concentrations
in the atmosphere at a level that would prevent dangerous
human interference with the climate system.
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Translating science into policy:
the role of the OECD
In the early 1980s, as global warming
was becoming a growing concern on
the international scene, the OECD was
identified as an important player in this
area, in particular for its economic
expertise. In the mid-1980s, the OECD
carried out some of the first
international studies in this field. For
almost three decades, the Environment
Directorate has been working closely
with the International Energy Agency
(IEA) on climate change issues. The
collaboration has progressively drawn in
other OECD directorates, such as
Economics, Agriculture, and
Development Co-operation.

Greenhouse gases – including water
vapour, carbon dioxide (CO2), methane,
nitrous oxide, ozone and
chlorofluorocarbons (CFC) – are gases
which trap heat in the Earth’s
atmosphere, a phenomenon known as
the greenhouse effect. Global warming,
a recent warming of the Earth's surface
and lower atmosphere, is believed to be
the result of a strengthening of the
greenhouse effect mostly due to
human-produced increases in these
atmospheric greenhouse gases from a
variety of sources (see graph).
OECD modelling projections suggest
that if governments do not change their
policies, world greenhouse gas
emissions are likely to grow by 37% to
2030 and by 52% to 2050, leading to
likely temperature rises in the range of 4
to 6oC by the end of the century.

Global CO2 emissions from energy and industry, by sector
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The OECD work on climate change ranges
from statistical analysis and economic
modelling of climate policies to
maintaining discussion fora for
governments, ensuring the right kind of
support to developing countries at risk
from climate change impacts, and helping
to monitor progress. This work covers
both “mitigation” (reducing greenhouse
gas emissions) and “adaptation” (policies
for helping countries, especially
developing countries, cope with a
changing climate).
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Translating science into policy: the role of the OECD

Assessing the economics of
climate change
Understanding the economic impacts of
climate change and developing
economically efficient policy options to
tackle it are at the core of OECD work on
the issue. An early initiative was an OECD
Conference on the Economics of Climate
Change held in June 1993. Its aim was to
take stock of the state of knowledge on
the economics of climate change and to
support OECD countries and other

What if…? Modelling the
impact of climate change
action (and inaction)
The OECD has developed the ENVLinkages model to explore and make
projections about environmental and
climate change scenarios in the coming
decades. It was used extensively in the

major, and pioneering, step in the
evaluation of the macroeconomic
implications of alternative policy
responses for dealing with climate
change (in particular, carbon taxes and
tradable emissions quotas). The GREEN
model has since been developed into a
new model called ENV-Linkages (see
box). Subsequent versions of this model
have been used by the World Bank for
research into global economic
development issues.

governments in implementing the
emission cuts they had signed up to
under the UNFCCC a year earlier at Rio.
One of the OECD’s major assets is its
expertise in modelling policy scenarios
to help governments understand the
likely economic and environmental
outcomes of different approaches to
reducing their greenhouse gas
emissions. The OECD’s GREEN model,
developed by the Economics
Department in the early 1990s, was a

Environment Directorate’s well-respected
Environmental Outlook to 2030, published
in 2008, as well as in the 2009 Economics of
Climate Change Mitigation. For example,
modelling work finds that if a fully-fledged
global carbon market is developed in the
next decade or so, we could keep
temperature increases under 3˙C at a cost
of just one-tenth of a percent of average
world GDP growth between 2012 and

2040

2045

Source: OECD (2009), The Economics of Climate
Change Mitigation: Policies and Options for Global
Action beyond 2012, OECD, Paris.

GHG emissions in the baseline and in the 450ppm stabilisation
policy scenario1 (2005–2050)

Projected GHG emissions1 by country/region (2005–2050)
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2050. Put differently, this would mean a
4% reduction in GDP in 2050 compared to
a baseline scenario where no policy action
is taken. Bear in mind that over the same
period world GDP is projected to grow by
more than 250%.

2050

1. Excluding emissions from Land Use, Land-Use Change and Forestry.
Number in brackets represents percentage share of total emissions in 2050.
Note: Countries/regions in this figure are based on the 12-regions aggregation of
the ENV-Linkages model. Korea, Mexico and Turkey are included in the Rest of
the World (ROW).
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Source: OECD, ENV-Linkages model.
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Translating science into policy: the role of the OECD

A forum for policy discussion
Another important part of the
Environment Directorate’s work is
around the policies and instruments to
implement the UNFCCC. The OECD,
together with the IEA, provides the
Secretariat to support the Climate
Change Expert Group (CCXG), a forum
created in 1994 where climate
negotiators can discuss key technical
issues on the negotiating agenda. This
group comprises government delegates
and experts from the OECD and
industrialised countries (the Annex I
countries under the UNFCCC). It hosts
seminars with broad participation by
developing countries aimed at frank
discussion and creating a common
understanding on key issues related to
the climate change negotiations. For
example, it has looked at mechanisms
for implementing the Kyoto Protocol
(such as international emissions trading
and the Clean Development Mechanism
(CDM), as well as monitoring and
compliance issues, and more recently
has focused on the key elements of how
the post-2012 international climate
regime might look. A strong emphasis is
put on carbon and energy taxes and
tradable quotas (see box).

Monitoring progress in
addressing climate change
The OECD and the IEA started
collaborating in the late 1980s on
invaluable work to develop Greenhouse
Gas Emission Inventories. This project
established the essential requirements
and parameters for greenhouse gas
measurement and reporting under the
Kyoto Protocol; injected greater reality
and insight into the requirements for
GHG monitoring; and strengthened the

58 . OECD EPOC @ 40 . 1971–2011

OECD’s relationships with developing
countries, which appreciated more fully
the OECD’s objectivity and capacity for
contributing to the international effort
(Busch, 2006).
In 1994, the OECD transferred this work
to the Intergovernmental Panel on
Climate Change (IPCC) where it
continues today. Meanwhile, the
UNFCCC has adopted the
methodological guidance and a
framework emerging from this initiative
as a basis for national emission reporting
and monitoring under the convention.
The OECD also worked in the 1990s on
guidelines to help the governments of
developed countries to prepare their
obligatory National Communications
(reports on the steps they are taking to
implement the convention); these
guidelines were subsequently also
adopted by the UNFCCC.

Trading in carbon to
reduce emissions
Putting a price on carbon is essential to
drive the technological and behavioural
innovation necessary to limit climate
change. The use of market-based
instruments, such as cap-and-trade
emission trading schemes or carbon taxes,
is crucial to give incentives for emissions
reductions and to keep the costs of climate
action low. The OECD works with
governments to analyse and advise on the
design, development and implementation
of GHG market instruments such as capand-trade schemes. Working through
standing committees of government
representatives, the OECD provides fora to
discuss all of these issues amongst
member and non-member countries, for
example, through the Climate Change
Expert Group and workshops. It also
conducts a unique “peer review” process of
national policy performance, including the
use of market instruments.
See: www.oecd.org/env/cc/carbonmarkets
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Environmental impact
and influence
Tackling the problem of global
climate change requires a high level of
international co-operation. The
international framework for action on
climate change embodied by the
UNFCCC is therefore of vital importance.
Its role, and that of the Kyoto Protocol
which ties signatory countries into
reducing emissions, has been crucially
underpinned and monitored by the
combined OECD-IEA work on climate
change, as well as the OECD’s work in
creating forums for discussion and
analysis of the complex and difficult
issues involved. Nevertheless, the
challenges remain vast.

With the Kyoto Protocol coming to an
end in 2012, the Environment Policy
Committee has been exploring the most
cost-effective policies to reduce GHG
emissions in the future. For example,
following the 15th Conference of the
Parties (COP 15) to the UNFCCC at
Copenhagen in 2009, many countries
pledged new targets or actions to
reduce greenhouse gas emissions. OECD
analysis has examined the costs and
effectiveness of these pledges, using the
OECD’s ENV-Linkages model (Dellink et
al., 2010). The results show that the
pledges are not ambitious enough to
put the world on the target agreed at

For decades the OECD
has been a leader in
analysis of the essential
link between economic development
and environmental protection. Its
consistent track record on issues
ranging from subsidy reform, to
carbon trading, to the effects of
climate on energy policies
worldwide, speaks to the value of
OECD work in guiding global
thinking on these issues. With the
upsurge of attention to green

80%
The percentage
of companies in

growth and low-carbon
development, the OECD is wellpositioned to add critical economic
analysis to the central issues of today,
and with its expanding membership
and global relevance, will hopefully

the Global 500

continue to provide such input for

who measure

the next 50 years.

and disclose

Jonathan Pershing,
Deputy Special Envoy
for Climate Change, US
Department of State

their greenhouse
gas emissions
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Environmental impact and influence

COP16 in Cancun (Mexico) in 2010: to
limit the average global temperature
increase to below 2°C by 2020. The
analysis also examines the costs to
countries of their pledges, the potential
revenues that could be raised if they
used market-based approaches to
achieve the emissions reductions, as well
as how linking markets and the use of
international offsets affect the
environmental and economic outcomes.
In addition, the OECD is analysing key
areas for funding climate change
mitigation and adaptation post-2012.
For example, it convened a side event at
COP16 on Tackling Climate Change: How
to Ensure the Necessary Finance Flows.
This highlighted OECD analysis on how
governments are scaling-up their
international climate financing, both
through public sources and by shifting
private flows towards low-carbon and
climate-resilient investments. It also
cited the analysis of the Cancun pledges
which found that if industrialised
countries used auctioned tradable
permits or carbon taxes to achieve the
emissions reductions they announced in
the Copenhagen Accord, they would
raise up to 1% of GDP, or $400 billion, by
2020 – a significant contribution to the
long-term financing needed to fight
climate change. In addition, these
economic instruments offer new
opportunities for investment,
innovation, efficiency gains and markets
for advanced, emerging and developing
economies alike.

Living with climate change:
How the OECD is helping
Efforts to reduce greenhouse gas emissions
need to go hand in hand with policies and
incentives to help the world adapt to the
immediate impacts of climate change.
OECD work on adaptation to climate
change focuses on three main areas:
(1) economic aspects of adaptation;
(2) mainstreaming adaptation in aid to
developing countries; and
(3) adaptation in developed countries.
Adaptation to climate change poses a
serious challenge, especially for developing
countries, and the OECD is helping donor
and developing countries alike prioritise
this in economic and development
programmes.
See: www.oecd.org/env/cc/adaptation

Finding out more
I Recent OECD Work on Climate Change
(OECD 2010). A comprehensive review of
recent OECD work on climate change,
www.oecd.org/dataoecd/60/40/
41810213.pdf
I OECD Work on Adaptation to Climate
Change (OECD 2010). Brochure:
www.oecd.org/dataoecd/ 34/39/
46533473.pdf
I Costs, Revenues and Effectiveness of
the Copenhagen Accord: Emission
Pledges for 2020, Dellink, R., G. Briner
and C. Clapp. (OECD, 2010)
I The Economics of Climate Change
Mitigation: Policies and Options for
Global Action beyond 2012 (OECD,
2009)
I Integrating Climate Change Adaptation
into Development Co-operation: Policy
Guidance (OECD, 2009)
I OECD Environmental Outlook to 2030
(OECD 2008). www.oecd.org/env/outlook
I Economic Aspects of Adaptation to
Climate Change: Costs, Benefits and
Policy Instruments (OECD, 2008)
I “The OECD Environment Directorate:
The art of persuasion and its limitations”,
P-O Busch, 2006. Global Governance
Working Paper 20, The Global
Governance Project, Amsterdam.
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Halting
damage to the
ozone layer
9

In 1974, scientists raised fears that the atmosphere’s crucially protective
ozone layer was being thinned by emissions of ozone depleting substances
such as chlorofluorocarbons (CFCs). This thinning was allowing larger
quantities of harmful ultraviolet rays to reach the Earth, as well as contributing
to global warming.
Following this revelation, OECD countries, led by the US and Canada, turned
to the OECD for assistance. They asked the organisation to collect data and
information and to carry out policy analysis on CFC production and use,
atmospheric processes, health effects and the socio-economic consequences
of remedial action. The first step by the OECD Environment Policy Committee
was to collect data from member countries on the production, use and trade
in chlorofluorocarbons. This was the beginning of pioneering work on one of
the dominant global environmental issues at the time.
OECD HALTING DAMAGE TO THE OZONE LAYER . 61
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Halting damage to the ozone layer

Halting damage to
the ozone layer
In 1976, an OECD report summarised
the state of knowledge of the production,
use and release of CFCs in OECD
countries and the possible effects on the
stratospheric ozone layer. It also reviewed
the options for substituting CFCs with
less harmful substances, such as HCFCs
(hydrochlorofluorocarbons) and HFCs

(hydrofluorocarbons), hydrocarbons and
ammonia. The report made preliminary
recommendations on policy options for
the control of CFCs and concluded
“…given the continuing high level of
release to the atmosphere and the timelag in culmination of any environmental
impact, a risk is involved in delaying

Consumption of
CFCs and halons

regulatory action”. In 1978, a report on
The Economic Impact of Restriction of the
use of Fluorocarbons found that as long as
sufficient time was given to
manufacturers to develop substitutes, the
cost impact would be limited. Several
emissions scenarios for CFCs were also
developed by the OECD in 1982.

INDEX
150
CFCs (1986 = 100)
Halons (1986 = 100)
Other CFCs (1986 = 100)

OECD
(non article 5)
120

90
(© NASA)
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The depletion of the
ozone layer

30

The ozone layer is a layer in Earth's
atmosphere which contains relatively
high concentrations of ozone (O3). This
layer absorbs 97-99% of the Sun's high
frequency ultraviolet light, which is
damaging to life on Earth. Depletion of
the ozone layer would lead to an
increase in UV-B radiation at the surface,
resulting in greater incidence of skin
cancer and other impacts such as
damage to crops and to marine
phytoplankton. In 1984 scientists
identified a hole in the stratospheric
ozone layer above Antarctica. The
primary cause of ozone depletion is
through a chemical reaction involving
ozone and chlorine-containing source
gases (primarily CFCs and halons),
mainly used for refrigeration, airconditioning and as propellants in
aerosol sprays.

Article 5: Parties operating under
article 5 of the Montreal Protocol
entitling them to delay
compliance with certain measures.

NASA image of the largest Antarctic
ozone hole ever

Source: OECD(2008), Key
Environmental Indicators.
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Environmental impact
and influence
This work made a significant
contribution to the development of the
Vienna Convention for the Protection of
the Ozone Layer (1985) and the
subsequent Montreal Protocol (1987),
setting up the schedule and
mechanisms for the progressive phasing
out of CFCs (see box). As a result of the
Montreal Protocol, many countries had
reduced halon consumption to zero by
1994 and that of CFCs, HBFCs, carbon
tetrachloride and methyl chloroform by
the end of 1995. Since 1996, there has
been no production or consumption of
these substances in industrialised
countries except for certain essential
uses. As the targets set were reached
earlier than originally called for, new and
more stringent targets have now been
adopted.

Since the Montreal Protocol came into
effect, the atmospheric concentrations
of the most important
chlorofluorocarbons and related
chlorinated hydrocarbons have either
levelled off or decreased. However, some
damage to the ozone layer is likely to
continue due to CFCs used by nations
which have not banned them, and due
to gases which are already in the
stratosphere. CFCs have very long
atmospheric lifetimes, ranging from 50
to over 100 years, so the final recovery of
the ozone layer is expected to require
several generations.

The Montreal Protocol
The Montreal Protocol on Substances
that Deplete the Ozone Layer stipulated
that the production and consumption
of compounds that deplete ozone in the
stratosphere (chlorofluorocarbons,
halons, carbon tetrachloride, and
methyl chloroform) were to be phased
out by 2000 (2005 for methyl
chloroform). The Montreal Protocol was
one of the first international
environmental agreements to include
trade measures and sanctions to
achieve the stated goals of a treaty. It
has been ratified by 196 states. Due to
its widespread adoption and
implementation it has been hailed as an
example of exceptional international
co-operation, with Kofi Annan, the
former Secretary-General of the UN,
quoted as saying that "perhaps the
single most successful international
agreement to date has been the
Montreal Protocol".

Finding out more

50-100
CFCs have long lifetimes

I OECD Key Environmental Indicators
2008 (OECD, 2008)
I Fluorocarbons: An Assessment of
World-wide Production, Use and
Environmental Issues: First Interim
Report (OECD, 1976)

ranging from 50 to 100
years
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Making
biodiversity
count
10
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The Earth's biological diversity, or “biodiversity”, is
synonymous with life on Earth. It is fundamental for
sustaining life; it provides critical ecosystem services for
humans, such as food production, water purification, flood
and drought control, nutrient cycling, and climate
regulation. These services are essential to support human
well-being and sustainable development. Yet, despite the
significant economic, social and cultural values of
biodiversity and associated ecosystem services, biodiversity
worldwide is being lost, and, in many areas at an
accelerating rate.
One of the key reasons for this decline is the fact that the
vital services performed for humankind by biodiversity –
and the ecosystems of which it is a part – are largely
ignored by the market. The lack of appropriate economic
valuation of biodiversity and ecosystems services and their
consideration in economic decisions is an important cause
of biodiversity loss: if the full value of wildlife and
ecosystems are not made visible they are vulnerable to
destruction and neglect.
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An economic approach to halting biodiversity loss

An economic approach to
halting biodiversity loss
One year after the signature of the
1992 United Nations Convention on
Biological Diversity (CBD), the OECD
initiated work on the economic aspects
of biodiversity. There are four main
threads to the work done to date:
(1) assessing policy instruments that can
provide incentives for biodiversity

Biodiversity: in steep decline
Since 1970, vertebrate species populations
have declined by almost 30%, according to
the Living Planet Index. The rate of
extinction of tropical species is estimated to
be 1,000 times higher than the natural rate.
The main causes are land use changes
(especially conversion of natural lands for
agricultural use or infrastructure), loss of

conservation and sustainable use,
including identifying ways that the
market can be used to protect
biodiversity; (2) promoting methods for
the economic valuation of biodiversity;
(3) finding ways to increase biodiversity
funding; and (4) monitoring trends in
biodiversity loss and protection.

habitat, unsustainable use and exploitation
of natural resources (especially forestry and
fisheries), invasive alien species, global
climate change and pollution. The OECD
Outlook to 2030 identified biodiversity as one
of the four critical environmental priorities
for the coming two decades. It projected
that, without renewed efforts to halt the loss
of biodiversity, from 2000 levels a further
10% of biodiversity (measured in mean
species abundance) will be lost by 2030.

Sources of losses in mean species abundance to 2030
Loss to agriculture
Loss to climate
Loss to forestry
Loss to fragmentation

Loss to infrastructure
Loss to nitrogen
Remaining diversity

100%
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70%
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0-50%
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2000
OECD
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2030
BRIC

Source: Environmental Outlook to 2030 (OECD, 2008)
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10%
The projected loss of
biodiversity by 2030 if
current trends don’t
change

Using the market as a tool to
protect biodiversity
The United Nations Convention on
Biological Diversity (CBD) was signed by
168 nations. Its three main objectives
were: (1) the conservation of biological
diversity; (2) the sustainable use of its
components; and (3) the fair and
equitable sharing of the benefits arising
out of the use of genetic resources. To
support this convention, the OECD
Environment Policy Committee created a
Working Group on the Economic
Aspects of Biodiversity in 1993 (now the
Working Party on Biodiversity, Water and
Ecosystems). Its mandate is to help
governments design biodiversity
policies that are environmentally
effective, economically efficient and fair.
Early work by the group looked at how
the market could be best used for the
conservation and sustainable use of
biodiversity. In 1996, a book – Saving
Biological Diversity: Economic Incentives –
was published. An OECD conference on
“Incentive Measures for Biological
Conservation” was also held that same
year in Australia, followed by the
publication of a handbook on this topic
three years later.

Paying for biodiversity
Market-based instruments that reflect the
real scarcity and economic value of
biodiversity can increase the prices of
products that damage biodiversity (such as
unsustainably-sourced timber) to
discourage demand for these products.
Other economic incentive measures can
reward biodiversity conservation and
sustainable use. Payments for Ecosystem
Services (PES) are agreements whereby
individuals or communities who directly
influence the provision of ecosystem
services are paid by those who benefit from
the ecosystem service, such as downstream
hydroelectric utilities that use clean water
as an input for production. The payments
compensate individuals, such as farmers,
foresters, or fishermen, for the costs
involved in keeping that water clean.
Today there are more than 300 PES
programmes implemented worldwide and
PES are estimated to channel over $6.53
billion annually by national programmes in
China, Costa Rica, Mexico, the United
Kingdom and the United States alone.
Sources: Handbook on Incentive Measures (OECD,
1999); Paying for Biodiversity: Enhancing the CostEffectiveness of Payments for Ecosystem Services
(OECD, 2010)
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Methods for the economic
valuation of biodiversity
Biodiversity is often a low priority simply
because, in the absence of a monetary
value, it is ignored by the market. What
cannot be quantified or is difficult to
monitor and evaluate is easy to ignore.
Building on the OECD’s long-standing
expertise in the economic valuation of
environmental benefits and natural
resources, the organisation has done
important work to develop economic
valuation methodologies and practices.
One key outcome was the 2002
Handbook of Biodiversity Valuation:
A Guide for Policy Makers.

Financing biodiversity
protection
Market-based tools alone cannot ensure
biodiversity protection: conservation
and sustainable use of biodiversity also
requires finance and investment from
the public and private sector. Another
aspect of OECD work has been to look at
new ways of financing biodiversity
conservation, including how to better
engage the private sector. This work
took lessons from existing biodiversity
instruments, such as payments for
ecosystem services (PES) – (see box on
page 67), biodiversity offsets and
certification schemes, to provide insights
for increasing the scale of such
instruments. The OECD is also looking at
68 . OECD EPOC @ 40 . 1971–2011
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how international finance mechanisms
for biodiversity conservation can be
better designed, including a recent
paper examining how measures to
Reduce Emissions from Deforestation
and Forest Degradation (REDD) under
the UNFCCC can also benefit
biodiversity. Other recent work examines
the distributional implications of
biodiversity policies (which create both
winners and losers).

The OECD’s
Environmental Policy
Committee (EPOC) has
been a close partner of the
Convention on Biological Diversity
ever since its adoption in 1992. The
ground-breaking work of its Working
Group on Economic Aspects of
Biodiversity underscored the key

Monitoring progress

economic role of biodiversity and
ecosystem services, and made an

As for many other areas outlined in this
brochure, data and indicators for
biodiversity are critical to establish
baselines against which to monitor
trends, identify changes, quantify
benefits, target biodiversity
expenditures and assess policy impacts
over time. The OECD evaluates best
practice in the use of biodiversity
indicators and valuation for policy,
regularly provides economic and
environmental analysis of biodiversity
trends and models future scenarios and
outlooks. The OECD regularly collects
various biodiversity-related data and
indicators, including pressure indicators
(e.g. agri-environmental indicators,
water resources use, forest and fish
resources demand) and state indicators
(e.g. water quality, forest coverage,
threatened species, protected areas) at
both the international and national level
(see also Chapters 4 and 5).

important contribution to the
Convention’s work on economic
approaches for implementing its
three objectives.
Dr Ahmed
Djoghlaf,
Executive
Secretary, Convention on Biological
Diversity
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Environmental impact
and influence
In 2004, the OECD Council
recommended that all OECD countries
should promote the use of economic
instruments for the conservation and
sustainable use of biodiversity. Four
years later the OECD surveyed the
countries to find out the degree to
which economic instruments were being
used for biodiversity conservation. It
found that in most countries the 2004
OECD Council Recommendation had
encouraged further progress in the
application of economic instruments
within their biodiversity strategy or

framework (see box). However, less
progress was noted in removing
perverse incentives that encourage
biodiversity destruction (see also
Chapter 3) and in adopting instruments
to create markets for the sustainable use
of biodiversity. OECD Environmental
Performance Reviews (see Chapter 5) call
on all OECD countries to better integrate
biodiversity concerns into their sectoral
policies and to do more to slow habitat
loss and fragmentation outside of
protected areas.

The EU Environmental Liability Directive
came into force in 2007; it is based on the
Polluter Pays Principle (see Chapter 1) and
covers damage to natural habitats
protected under the 1992 Habitats and
1979 Bird Directives.
The Netherlands has had a long tradition
of developing and implementing
economic instruments for biodiversity and
environmental management. A recent
example is the Green Investment Funds
scheme, in which the government

The OECD website contains more
information on biodiversity work:
www.oecd.org/env/biodiversity
I Recent OECD Work on Biodiversity
(OECD, 2011), www.oecd.org/dataoecd/
63/39/46226558.pdf

Recent actions taken by OECD countries to increase economic
incentives for biodiversity conservation
Finland’s National Action Plan for
Biodiversity (2005) includes measures to
revise the subsidy system to prevent
perverse incentives from damaging
biodiversity, and to investigate
economically motivating financing
systems to compensate for losses caused
by large predators and seals.

Finding out more

provides tax reductions and beneficial
financial arrangements to private investors
to facilitate the implementation of green
projects (e.g. nature restoration in drinking
water production areas).
Various cases of auction or tender systems
exist in Australia for water trading, fishing
quotas and biodiversity protection by
private landholders.

France has recently adopted various tax
incentives or funding measures for
conserving wetlands and protected areas.

Sources: OECD (2008), Report on Implementation
of the 2004 Council Recommendation on the Use of
Economic Instruments in Promoting the
Conservation and Sustainable Use of Biodiversity;
OECD (2011), Workshop on Mobilising Private
Sector Finance for Biodiversity Conservation and
Sustainable Use.

I Paying for Biodiversity: Enhancing the
Cost-Effectiveness of Payments for
Ecosystem Services (OECD, 2010)
I “Promoting Biodiversity Co-Benefits in
REDD”, OECD Environment Working
Papers, No. 11, Karousakis, K (OECD,
2009)
I People and Biodiversity Policies:
Impacts, Issues and Strategies for
Policy Action (OECD, 2008)
I Handbook of Market Creation for
Biodiversity: Issues in Implementation
(OECD, 2004)
I Harnessing Markets for Biodiversity
(OECD, 2003)
I Handbook of Biodiversity Valuation:
A Guide for Policy Makers (OECD, 2002)
I Handbook for Incentive Measures for
Biodiversity: Design and
Implementation (OECD, 1999)
I Saving Biological Diversity: Economic
Incentives (OECD, 1996)
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Managing
water efficiently
11
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Water management is one of our most important global,
long-term challenges. Clean water is fundamental,
sustaining human life and ecosystems. Water scarcity affects
human health and economic growth, while contaminated
drinking water kills an alarming 1.7 million people a year,
mostly children under five. But water continues to be
managed inefficiently in many areas and competition for
water is expected to increase in the coming decades.
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The OECD’s integrated
approach to water
The OECD Environmental Outlook to
2050 identifies water as one of the
world’s four critical environmental
priorities for the coming 40 years. To
assist policy makers in addressing this
challenge, the OECD is working on
the most effective institutional and policy
responses, focusing especially on areas
where it can add value: the economic and
financial aspects of water management,
the need for a cross-sectoral perspective
to address this complex policy challenge,
and establishing a firm evidence base to
support policy development and
implementation.
The OECD’s concern about water dates
back to the late 1960s, with the creation
of an Advisory Group on Water
Management Research. Its aim was to
tackle water pollution from detergents,
fertilisers and effluent from pulp and
paper factories. This early work drew
very heavily on the Polluter Pays
Principle (Chapter 1), providing policy
guidance to governments on how to
design economic measures to reduce
water pollution, such as combining taxes
or charges with the more traditional
command and control regulations. This
culminated in 1974 in two Council
Recommendations on the control of the
eutrophication of waters and strategies
for specific water pollution control.
By the end of the 1970s, many OECD
countries had successfully reduced water
pollution; ensuring the supply as well as
the quality of water now became a more
central concern of governments (both in
developed and developing countries). The
OECD Council Recommendation on Water
Management Policies and Instruments in
1978 provided detailed guidance for
OECD governments struggling to provide
clean water to growing populations.
72 . OECD EPOC @ 40 . 1971–2011

Tackling the water challenge
on all fronts
The links between water, the
environment, energy, food security and
development require a multi-faceted
policy response. There is also significant
potential for policies in different areas to
work against each other (for example,
agricultural subsidies can create
excessive demands for water in certain
parts of the sector and can contribute to
water shortages and pollution). This
complex challenge requires an
integrated response, as has been
recognised by the OECD for some time.
For example, strengthening institutional
arrangements, improving water demand
management, and protecting
groundwater supplies were the focus of
an 1989 OECD report on Water Resource
Management: Integrated Policies, as well
as a Council Recommendation of the
same year. More recently, in 2007, the
OECD created the Horizontal Water
Programme to bring together expertise
from five OECD Directorates (covering
environment, agriculture, governance,
development and financial affairs). In
2011, the Environment Policy
Committee created the Working Party on
Biodiversity, Water and Ecosystems in
recognition of the important role that
water policies play in not only providing
water supply and sanitation services, but
also in broader ecosystem management.
Today, good water management is seen
as a key component of the OECD’s Green
Growth Strategy, to which 34 countries
signed up to in 2009: unsustainable
water use will be a future constraint on
growth.

4bn
The number of people
estimated to be living in
high water stress areas
by 2030
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The water challenge
Population growth, increasing
urbanization, and industrial
development will mean that nearly half
of the world’s population will live in
water-stressed areas by 2030, according
to OECD projections. Households,
industry and agriculture will increasingly
compete for water (see figure below),
leaving little to sustain ecosystems. This
competition among water users and
uses, including the environment, is an
increasingly thorny policy challenge. In
OECD countries, access to safe water
supply and sanitation is largely ensured,
but significant investments are needed
to maintain existing infrastructure and

water quality over time. Daunting
challenges related to water supply and
sanitation remain in the developing
world, particularly in relation to
sanitation where the Millennium
Development Goal to halve the
proportion of people without access to
basic sanitation by 2015 will not be met
if current trends continue. Increasingly,
the nexus between water, food and
energy is presenting a major policy
dilemma as the linkages are strong,
complex and challenging, with
significant implications for water arising
from policies aimed at ensuring energy
and food security.

World water use: By sector
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Pricing water for sustainable
use
Managing water properly is an
expensive business. The World Health
Organization (WHO) recently announced
that to extend existing water facilities in
developing countries will cost up to
$18 billion per year, roughly double the
current amount, and this figure excludes
the maintenance, rehabilitation or
modernisation of existing systems. In
OECD countries too, the price tag is
huge: Some estimates suggest that the
United States will have to invest
$23 billion annually for the next 20 years
to maintain water infrastructure at
current service levels, while meeting
health and environmental standards.
A key element of the OECD approach is
working out how to get water pricing
right. The OECD’s Environment Policy

Committee has been examining the role
of water prices since the late 1980s. Its
research has found that putting the right
price on water will encourage people to
waste less and pollute less, and allow for
greater investment in water
infrastructure. Requiring users to pay for
water through tariffs is a fundamental
part of achieving environmental and
financial sustainability. But, according to
a series of OECD reports on water pricing
(1987, 1999, 2010), tariffs on their own
can not cover all the costs of water
management, and may be unfair for
poorer households. Money will need to
come from a mix of sources – the socalled “3Ts”: tariffs, taxes, and transfers
(see box below). The water sector should
therefore aim to recover its costs from a
combination of financial sources – an
approach dubbed “sustainable cost
recovery” by the Environment Policy
Committee in 2010.

Domestic price of water and wastewater services, including taxes,
in selected OECD countries

9
8

The three ‘Ts’

I Tariffs are water user prices. They should
reflect the actual consumption and
treatment costs, including water
abstraction and supply as well as
treatment of wastewater to avoid
pollution. Tariffs for water and wastewater
services vary significantly across OECD
countries. A bathtub of water in Denmark
and Scotland can cost 10 times more than
in Mexico, while Irish households pay no
direct fees for water. Balancing financial,
economic, environmental and social
objectives in water pricing policies remains
a challenge in most OECD countries.
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The OECD work contains a strong
element of realism. Governments’ water
sector plans are often developed on the
basis of a political vision, are not long
term and are not grounded in an
analysis of the costs of achieving targets,
or how those costs will be met. To help
in this, the OECD has developed a multistakeholder policy dialogue process
known as Strategic Financial Planning
(see box on p. 75). It aims to develop
national consensus on what water
supply and sanitation services a
country can or should afford in the next
20-30 years, and how it will pay for them
using the appropriate mix of the 3Ts.
It has been applied in a number of
countries, most notably in the EECCA
countries as part of the EAP Taskforce
(see Chapter 15).

The 3Ts concept has been developed by the
OECD Horizontal Water Programme to describe
and categorise the three ultimate financial
sources of finance for the water sector:

10

0

Policies that work for
sustainable water management

Source: OECD (2009a), ‘Pricing Water Resources and Water and Sanitiation Services”. OECD internal document,
www.oecd.org/water
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I Taxes ensure that those who benefit from
water services contribute to the costs of
these services by paying a tax, either local,
regional, national, or on a watershed or river
basin basis.
I Transfers are mainly the grants or aid
provided by OECD governments to
developing countries (known as official
development assistance or ODA).
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A strategic approach to
decisions about water
financing

2.6bn
The number of people
who did not have access

To support the policy dialogue processes that
underlie a country’s Strategic Financial
Planning, the OECD, with the support of the
Government of Denmark, has developed a
decision-support tool called FEASIBLE. The
basic approach underlying FEASIBLE is to
collect detailed technical data on existing
infrastructure, select public policy targets in
water supply and sanitation – usually the
Millennium Development Goals – determine
costs and timetables for achieving them, and
compare the schedule and volume of
expenditure needs with available sources of
finance. This reveals any financial deficits
likely to arise along the way. FEASIBLE can be
used to develop various scenarios to
determine how the gaps might be closed,
such as identifying ways to help achieve the
targets at lower cost or to mobilise additional
finance; setting less ambitious targets, or
rescheduling the programme. To date, the
FEASIBLE tool has been used in more than 15
countries, mainly in the former Soviet Union
and with the support of the OECD EAP Task

Force.

to basic sanitation
in 2008
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Environmental impact and influence
Many OECD countries in recent years
have successfully reduced water use per
capita and in total, indicating that the
right policies can lead to more efficient
water use, and that water use does not
inevitably rise at the same pace as
economic and population growth (i.e. it
can be “decoupled” through efficient
policies, see figure).
The levels of phosphorus and nitrates in
the EU’s freshwater have also declined in
recent years (1992-2008) according to
long-term data from monitoring stations,
primarily due to improved wastewater
treatment and bans on phosphorous
detergents. However, further action is
needed, as this trend is slowing down.

Decoupling trends: freshwater abstraction
OECD freshwater abstraction by major use versus GDP, Index 1990=100
200
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Data exclude Chile, Estonia, Israel and Slovenia.
Source: OECD Environmental Data

A 2010 OECD survey on pricing water
services revealed that efforts are being
made in OECD countries to better reflect
the costs and externalities of water use
by households and industrial users. This
is reflected in the level of prices (which
have increased, at times substantially,
over the last decade), in the structure of
tariffs (which better reflect consumption
and treatment costs), and increasingly in
applying abstraction and pollution
charges.
Nevertheless, the challenges ahead
remain huge, with analysis for the
forthcoming OECD Environmental
Outlook to 2050 suggesting that without
new, more ambitious policies, overall
water demand will grow by some 55% by
2050, intensifying pressure, competition,
and even conflict in some regions over
the use of water resources.

Financing is one of the three pillars in the battle to ensure
access to water and sanitation for all, along with good
governance and knowledge sharing. In the past few years,
new paths to innovative financing have been added to more
traditional funding approaches. These new approaches which
facilitate investment in urban and agricultural infrastructure also take
into account the maintenance cost of infrastructure. The OECD, a key
player in the water arena, has made this issue one of its new priorities
for action – in particular since the arrival of its Secretary
General, who is considered by all to be a "Friend of Water".
Mr Loïc Fauchon, President, World Water Council
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Finding out more
The OECD website contains more information
on water work: www.oecd.org/water
I Recommendation of the Council on
Water Management Policies and
Instruments (OECD, 1978)
I OECD Environmental Outlook to 2030
(OECD, 2008)
I Managing Water for All: An OECD
Perspective on Pricing and Financing
(OECD, 2009)
I Private Sector Participation in Water
infrastructure: OECD Checklist for Public
Action (OECD, 2009)
I Innovative Financing Mechanisms for the
Water Sector (OECD, 2010)
I Sustainable Management of Water
Resources in Agriculture (OECD, 2010)
I Pricing Water Resources and Water and
Sanitation Services (OECD, 2010)

70%
The amount of global water
usage accounted for by
agriculture
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Managing
chemicals safely
12
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Chemicals are used to make virtually every man-made
product and play an important role in the everyday life of
people around the world. Such products provide protection
for crops and increase yields, prevent and cure disease,
provide insulation to reduce energy use and provide
countless other benefits that make life better for people.
But, while the chemicals industry has made good progress
reducing its overall environmental footprint, chemicals can
also create a negative impact on human health and the
environment when their production and use are not
managed responsibly.
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Going MAD: the OECD and
chemicals management
The world’s attention was first drawn
to the dangers presented by chemicals
in the environment by the publication in
1962 of Silent Spring by American
biologist Rachel Carson. The book
catalogued the environmental impacts
of the indiscriminate spraying of DDT in
the US and questioned the logic of
releasing large amounts of chemicals
into the environment without fully
understanding their effects on ecology
or human health.
Just four years later, in 1966, a seminal
event in the history of the OECD’s
involvement in environmental affairs
took place in Jouy-en-Josas, France. The
meeting on “Research on the
Unintended Occurrence of Chemicals in
the Environment” attracted senior
officials from 18 countries and a variety
of international organisations, including
the UN’s Food and Agriculture
Organisation (FAO) and the World Health
Organization (WHO). The meeting
established the Study Group on
Unintended Occurrence of Pesticides in
the Environment, and provided the
point of departure for OECD’s
programme of chemical safety which
has now spanned four decades.
In 1973, the OECD Council issued a
decision stating that all member
countries should restrict the use of PCBs
(polychlorinated biphenyls), a toxic and
persistent organic pollutant. This was the
first time concerted international action
was used to control the risks of specific

80 . OECD EPOC @ 40 . 1971–2011

chemicals. PCB production was later
banned by the Stockholm Convention on
Persistent Organic Pollutants (in 2001).
However, by the mid-1970s the OECD
realised that investigating the safety of a
few chemicals at a time would not be
enough to protect human health and
the environment. The testing of
chemicals is labour intensive and
expensive. Often the same chemical is
tested and assessed in several countries.
Because of the need to relieve some of
this burden and to speed up the process,
the OECD Council adopted a decision in
1981 stating that safety data generated
in a member country by following the
OECD Test Guidelines and Principles of
Good Laboratory Practice (GLP; see box
on page 81) can be accepted in other
member countries. This policy is known
as the Mutual Acceptance of Data (MAD).
MAD increases the efficiency and
effectiveness of chemical notification
and registration procedures for both
governments and industry. It ensures
high-quality test data and a common
basis of information for assessing risks to
human health and the environment,
thereby facilitating government
evaluations and work sharing. MAD also
helps limit the number of animals used
in testing and their suffering, and saves
time and money for industry by avoiding
duplicative testing.

Chemicals: a growing
industry
The chemicals industry - including
industrial chemicals, pharmaceuticals,
pesticides, food and feed additives and
cosmetics - is one of the largest industrial
sectors in the world. It poses considerable
challenges for governments. Controlling the
production, use and disposal of chemical
products is key for the protection of human
health and the environment. Hundreds of
new chemical products are entering the
market every year and the need to share
information and act jointly, at international
level, to manage chemicals arose early. The
increase in global chemical production has
been ten-fold during the last decades, and
is expanding especially quickly in nonOECD countries.

World chemicals industry output
Others
Japan, Korea, Australia
Western Europe
NAFTA

1970

2010

Source: WHO Human Health Risk Assessment
Toolkit: Chemical Hazards 2011www.ipcp.ch/
Armenia/Lecture_KGutschmidt.pdf]
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€153m
Annual saving to governments and
industry by avoiding duplicate
testing due to the OECD system of
Mutual Acceptance of Data on
chemicals (MAD)

Harmonising approaches for testing chemicals
I The OECD Guidelines for the Testing of
Chemicals are a collection of nearly 150
harmonised test methods. They cover
methods for determining physical and
chemical properties (such as
flammability and water solubility);
effects on human health and wildlife
(such as short and long-term toxicity);
environmental fate and pesticide
residue chemistry. Each test guideline
provides sufficient detail for chemicals
to be tested in the same manner in
laboratories around the world. Test
guidelines are available free of charge
on the OECD website at
www.oecd.org/env/testguidelines.

I The OECD Principles of Good Laboratory
Practice (GLP) complement the test
guidelines. They set quality standards
for the organisation and management
of test facilities and for performing and
reporting studies. The GLP principles
help ensure that studies submitted to
regulatory authorities, to notify or
register chemicals, are of sufficient
quality and rigour and are verifiable.
They were updated in 1997 and are
accepted worldwide as the quality
standard for non-clinical environmental
health and safety testing of chemicals
and chemical products.
www.oecd.org/env/glp
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Environmental impact
and influence
International strategies and
agreements that reflect
OECD chemical safety work
I Agenda 21 adopted in 1992 at the
“Earth Summit” in Rio de Janeiro.
I The Rotterdam Convention on the Prior
Informed Consent Procedure for certain
Hazardous Chemicals and Pesticides in
International Trade (1998).
I The United Nations Environment
Programme’s 1999 Guidelines for the
Identification of Polychlorinated
Biphenyls.
I The OECD Environmental Strategy for the
First Decade of the 21st Century, adopted
by OECD Environmental Ministers in
2001.
I The FAO’s 2002 International Code of
Conduct on the Distribution and Use of
Pesticides.
I The Johannesburg Plan of
Implementation, adopted at the World
Summit on Sustainable Development
in 2002.
I Strategic Approach to International
Chemicals Management, adopted by
the International Conference on
Chemicals Management (ICCM) in
Dubai in 2006.

The international co-operation on
chemicals management led by the
OECD has been cited as one of the
OECD’s most outstanding successes
(Busch, 2006; Long, 2000).
The OECD Environment Health and
Safety programme has produced, and
continues to produce, an enormous
quantity of influential work in ensuring
the safety of chemicals. While the MAD
system is probably one of its most
celebrated major achievements, it also
has numerous other activities related to
managing the risks associated with
chemicals, including the safety of
manufactured nanomaterials;
assessment and risk reduction of
pesticides and biocides; prevention,

As one of Asia’s leading
pharmaceutical and
biomedical sciences
R&D centres, Singapore became the
first non-OECD member from Asia to
be accepted as a member of the
OECD's Mutual Acceptance of Data
(MAD) framework in 2010. We
continue to support the OECD
Environment Policy Committee’s
work in protecting human health
and the environment.
Mr Lim Hng Kiang,
Minister for Trade and
Industry Singapore,
March 2011
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preparedness and response to chemical
accidents; setting up a Pollutant Release
and Transfer Register; and assessment of
products of modern biotechnology.
Today, one tenth of all the OECD Council
acts in force are related to chemicals
management: 11 legally-binding OECD
council decisions, 15 council
recommendations and 3 other legal
instruments. There are also more than
150 testing guidelines in operation.
Many important international strategies
and agreements take into account OECD
work on chemical safety (see box).
The combined net savings for
governments and industry provided by
the OECD Environmental Health and
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Safety (EHS) Programme are estimated to
be €153 million a year. Between 1998
and 2008, while global sales of chemicals
in the OECD increased by 135%,
government and industry savings from
the EHS programme increased by 164%.
The OECD Test Guidelines and Principles
of GLP are recognised internationally as
the standards for non-clinical
environment and health safety testing of
chemicals and chemical products and
are used to support chemical safety
regulations in many countries.
Commenting on this activity, Lonngren
(1992) observed that: “This was the
greatest, practical oriented international
programme regarding the control of
chemicals ever undertaken”.
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The OECD Environment Health and
Safety programme has influence far
beyond the borders of the OECD
countries. The OECD Environmental
Outlook to 2030 estimated that the
world share of chemicals production in
non-OECD countries will rise from 25%
in 2008 to 37% in 2030. To help ensure
the safety of this production, the EHS is
reaching out to chemical producing
non-OECD countries. This includes
opening up the MAD system (since
1997) to non-OECD economies as well,
allowing them to participate with the
same rights and obligations as member
countries once they have implemented
the two relevant Council Decisions.
Today, Argentina, Brazil, India, Singapore
and South Africa participate in the MAD
system, meaning that data produced in
these countries must be accepted in
OECD countries for purposes of
assessment. And in 2008, a Council
Resolution on the Implementation of the
UN Strategic Approach to International
Chemicals Management (SAICM) called
for countries to work together to ensure
that the work of the OECD Environment,
Health and Safety Programme is
accessible, relevant and useful to nonmembers to help develop their
capacities for managing chemicals. The
EHS is also making data available
worldwide through the eChemPortal,
launched in 2007, which offers free
public access to information on
properties and hazards of chemicals.

Finding out more
The OECD website contains more
information on biodiversity work:
www.oecd.org/env/biodiversity
I 40 Years of Chemical Safety at the
OECD: Quality and Efficiency (OECD,
2011), www.oecd.org/dataoecd/
40/3/48153344.pdf
I The Environment, Health and Safety
Programme: Managing Chemicals
through OECD, 2009-2012,
www.oecd.org/dataoecd/18/0/1900785
.pdf
I OECD Guidelines for the Testing of
Chemicals (series), www.oecd.org/
document/7/0,3343,en_2649_34377_37
051368_1_1_1_1,00.html
I Cutting Costs in Chemicals
Management: How OECD Helps
Governments and Industry (OECD,
2010), www.oecd.org/dataoecd/
55/4/47813784.pdf
I Good Laboratory Practice: OECD
Principles and Guidance for
Compliance Monitoring (OECD, 2005),
www.oecd.org/env/glp
I OECD Environmental Outlook for the
Chemicals Industry (OECD,2001),
www.oecd.org/dataoecd/7/45/2375538
.pdf

www.echemportal.org

I International Approaches to Chemicals
Control: A Historical Overview,
(Lonngren, R., 1992), Stockholm: Keml,
The National Chemicals Inspectorate,
Sweden
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Making trade
and the
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Since the Environment Committee was formed in the
1970s, the world has become increasingly “globalised” and
interconnected. One of the main factors driving this is
economic integration, through the liberalisation of
international trade regimes and the growth of multinational
companies. This increased scale of global economic activity,
including trade, has both positive and negative effects on
the environment. In the last 50 years, while the global
economy quintupled, world trade grew by a factor of 14.
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The objective of OECD work in the area of trade and environment is to
foster the compatibility of trade and environment policies and thereby
to promote sustainable development.

What is OECD’s role?
Striking a balance through
rigorous analysis
Right from its earliest years, the OECD
Environment Policy Committee
concerned itself with the potential impact
of environmental policies on international
trade. A key question in the early 1970s
was “How much does it cost nations to
protect the environment?”. This was being
asked amid growing complaints by
industry about the financial impact of
environmental regulations, and worries
about whether having different
environmental standards in different
countries would affect trade and
international competitiveness.
The OECD’s contribution was, and
continues to be, to help governments to
better understand the impacts through
rigorous analysis, in order that they
could counter industry’s assertions that
environmental regulations were bad for
the country and for the economy and to
provide countries with guidance on how to
minimise potential trade and
competitiveness impacts. The first step was
the OECD Council’s adoption of the Guiding
Principles Concerning the International
Economic Aspects of Environmental Policies
in 1972. These included the famous
Polluter Pays Principle (see Chapter 1), as
well as other less well-remembered but
equally powerful principles, such as the
harmonisation of environmental standards
to improve the effectiveness and efficiency
of environmental policies while preventing
trade distortions; and national treatment
and non-discrimination to ensure
conformity of environmental policies with
General Agreement on Tariffs and Trade
(GATT) rules. These guiding principles
had a strong influence on the content of
the OECD’s environmental work through
the remainder of the 1970s and beyond.
86 . OECD EPOC @ 40 . 1971–2011

In the late 1980s, the Uruguay Round of
GATT-sponsored multilateral trade
negotiations was drawing to a
conclusion, and trade-environment
issues were attracting considerable
attention from governments, as well as
from industry and environmental NGOs.
At this point, the Environment Policy
Committee initiated analysis of
environment and trade issues as part of
its overall work on the integration of
environment and economics.
Co-operation between the Environment
Policy Committee and the Trade
Committee led to the establishment, in
April 1991, of the Joint Session of Trade
and Environment Experts. In this unique
forum, trade and environment experts
worked together to debate, analyse and
attempt to reconcile the perspectives
and interests of trade and environment.
Later re-named the Joint Working Party
on Trade and Environment (JWPTE), this
was the first body concerned with trade
and the environment to be set up by an
international organisation. It carries out
its work in co-operation with other
international bodies such as the World
Trade Organisation, the United Nations
Conference on Trade and Development
(UNCTAD), the United Nations
Environment Program (UNEP) and the
Organisation of American States (OAS).
The objective of OECD work in the area
of trade and environment is to foster the
compatibility of trade and environment
policies and thereby to promote
sustainable development. The trade and
environment nexus is broad and
multifaceted; OECD work covers a large
number of issues, but has been
especially influential in three areas:
competitiveness, trade liberalisation,
and the trade implications of
environmental agreements.

The trade-environment
nexus
Production and trade obviously affect
the environment; whether that influence
is negative or positive depends on
having the right policies in place.
Trade can lead to beneficial impacts on
the environment by allowing
environmental goods and services to be
shared more widely and by encouraging
innovation and research in technologies
which do not damage the environment.
Increased trade can support economic
growth, development and social
welfare, thereby contributing to a
greater capacity to manage the
environment more effectively.
However, in the absence of effective
policies for internalising environmental
costs or for removing market distortions
(e.g. subsidies), increased global trade
might increase imports of polluting
products or increase economic activity
in ways that could exacerbate
environmental problems.
Source: OECD website www.oecd.org/
document/62/0,3746,en_2649 _37431
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$30-70bn
The estimated global value of illegal trade in
environmentally sensitive goods.
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What is OECD’s role?

The OECD work helped to define environmental “goods and services”,
which include technologies that reduce environmental risk and minimise
pollution and resource use, like oil-spill remediation or air pollution
measurement and control.

Protecting the environment
without harming
competitiveness
There is an ongoing debate between
those who claim that environmental
policy will impose additional burdens and
costs on industries, thus impairing their
competitiveness; and those who claim
that improved environmental
performance can spur competitiveness of
certain sectors which are prompted to
innovate and to market green products.
OECD work aims to better design
environmental policies so as to protect
the environment effectively and efficiently
while minimising any potential impacts
on competitiveness and, where possible,
boosting it. While competitiveness fears
were generally addressed through the
1972 Guiding Principles, further research
by the JWPTE indicated that the costs of
complying with the environmental
regulations in force at the time had little
or no impact on the overall competitiveness of countries, measured by trade
balance or changes in trade patterns. This
research led the JWPTE to make two
major recommendations to governments:
(1) they should firmly reject any
demands to introduce so-called green
countervailing duties or other
protectionist measures to compensate
for negative competitiveness effects –
whether real or perceived – of
environmental policies; and
(2) they should ensure that they did not
attempt to encourage investment or
promote exports by relaxing domestic
health, safety or environmental
requirements or their enforcement.
More recent analysis has examined the
impacts of climate change on trade88 . OECD EPOC @ 40 . 1971–2011

exposed energy-intensive industries, as
well as the impacts of various policy
instruments to address competiveness
(e.g. Border Tax Adjustments,
grandfathered emission permits) on the
environmental effectiveness of climate
policies, carbon leakage and
competitiveness.
Since 1993, the OECD Procedural
Guidelines on Trade and Environment have
guided member countries on ways of
increasing the integration and mutual
reinforcement of trade and environment
activities and policies. These guidelines
encourage: transparency and
consultation with civil society; the review
of trade and environment policies and
agreements from the perspective of the
other policy area; international cooperation in environmental action; and
the involvement of all stakeholders in
solving trade or environmental disputes.
In 1999 a review of their implementation
showed that they have helped to
integrate trade and environmental policy
making in OECD countries and improved
consultation with interested nongovernmental parties.

Trade liberalisation and the
environment
As global negotiations to expand free
trade were intensifying (notably following
the Uruguay Round of the General
Agreement on Tariffs and Trade, between
1986 and 1994), concerns about the
potential effects of trade liberalisation on
the environment came to the fore.
OECD work on trade and the environment
has evolved continuously to support the
international trade negotiations and
agenda. The World Trade Organization
(WTO) was created in 1994, and it revived

the GATT’s Committee on Trade and
Environment (CTE), which engaged a
broader range of countries than the
OECD. To complement the work of the
CTE, members of the OECD Environment
and Trade Committees agreed that the
JWPTE would provide rigorous and
unbiased analytical work on key policy
issues being discussed in the WTO, and at
a much faster pace, thus feeding into
discussions in the CTE. The JWPTE
therefore shifted its focus to mainly
providing analytical background to
discussions and negotiations in the WTO.
Against the backdrop of the Doha
Development Round of the WTO, which
commenced in November 2001 and
which reiterated the commitment of
countries to sustainable development,
the JWPTE deepened its analysis of the
environmental effects of trade
liberalisation. One key aspect of its work
was on the benefits of removing barriers
to trade in environmental goods and
services, especially in developing
countries. The OECD work helped to
define these goods and services, which
include technologies that reduce
environmental risk and minimise
pollution and resource use, like oil-spill
remediation or air pollution
measurement and control. The OECD, in
co-operation with UNCTAD, produced a
checklist to help developing countries
manage the WTO negotiations on
environmental services. Other work
concluded that trade liberalisation
needed to be accompanied with
complementary measures to strengthen
the environmental regulatory framework
and choice of policy instruments;
buttress the implementation of pollution
prevention by avoiding distortions; and
foster diffusion of appropriate
technology in emerging economies.
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250+
Multilaterial
Environmental
Agreements are
currently in force
of which around
20 have trade
provisions....
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What is OECD’s role?

Trade as a tool of multilateral
environmental agreements
A principle of the 1992 Rio Declaration is
that international agreement is
preferable to unilateral action in tackling
transboundary or global environmental
problems. This has led to a number of
multilateral environment agreements
(MEAs), with memberships varying from
a relatively small group to over 180
countries. Examples include the UN

5,000
species of animals and
28,000 species of plants are
protected by CITES against
over-exploitation through
international trade
90 . OECD EPOC @ 40 . 1971–2011

Convention on International Trade of
Endangered Species (CITES, signed in
1973), the Montreal Protocol on
Substances that Deplete the Ozone
Layer (1986, see Chapter 9) and the Basel
Convention on the Control of
Transboundary Movements of
Hazardous Wastes and their Disposal
(1989, see Chapter 7).
Many of these MEAs incorporate “trade
measures” which regulate or restrain the

trade in particular substances or products,
between parties to the treaty, between
parties and non-parties, or both. For
example, at the core of CITES is a
requirement for export permits for trade
in all endangered species listed under the
agreement’s appendices, and additionally
for import licenses for Appendix I species
(the most endangered). These trade
measures were controversial in the
context of the WTO because they implied
barriers to free trade.
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At the core of CITES is a requirement for export permits for trade in all
endangered species listed under the agreement’s appendices...

A careful analysis of trade measures in
CITES, the Montreal Protocol and the
Basel Convention by the OECD in 1999
concluded that:
“in general, trade measures can be an
appropriate policy measure to use…
(a) when the international community
agrees to collectively tackle and
manage international trade as a part
of the environmental problem;

(b) when trade controls are required to
make regulatory systems
comprehensive in their coverage;
(c) to discourage free-riding, which can
often be a barrier to effective
international co-operation; and
(d) to ensure compliance with the MEA”.
The study identified factors contributing
to and limiting success of trade measures.

Rapid increase in the number
of Regional Trade Agreements
Bilateral and regional trade agreements
(RTAs) are a way for small groups of
neighbouring countries with similar
concerns and cultures to agree on opening
markets in a particular area. The number of
RTAs is increasing rapidly. At the beginning
of 2011, the World Trade Organization listed
around 210 RTAs in force, most of which are
bilateral agreements. Around 60% involve
one or more OECD countries with some 30
of the agreements containing provisions
relating to the environment, including
tourism, industry, waste, energy and the
quality of air and water.
The Joint Working Party on Trade and
Environment assists government
representatives negotiating, implementing
and monitoring the impacts of RTAs by
providing regular updates on recent
developments and promoting policy
dialogue among OECD and non-OECD
countries. Since 2007, the OECD has been
analysing the different ways in which RTAs
deal with environmental provisions. For
example, an OECD workshop in 2010
discussed how environmental provisions
are incorporated into RTAs, and explored
their environmental impacts. Participants
shared ideas on co-operation activities,
consultation mechanisms and dispute
settlement.
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Environmental influence and impact

Environmental influence
and impact
The OECD’s initiative provided the point
of departure for work by the GATT (and
later the WTO) on trade and environment
issues; and it demonstrated to
governments and other international
bodies the necessity of addressing the
issues through interdisciplinary, interinstitutional efforts.
OECD work continues to promote a better
understanding of trade and environment

linkages in many instances, e.g. by
identifying approaches for assuring the
mutual compatibility of trade and
environmental policies; by developing
analytical tools and guidelines; by
providing evidence of the environmental
benefits of increasing trade in environmental goods and services; and by
facilitating the exchange of information
among OECD and non-OECD countries on
the implementation and environmental

implications of regional trade agreements.
Through this process, the OECD
contributes to the fuller integration of
trade and environmental policy making in
national capitals and in other
international fora, and helps to bridge
gaps in understanding and
communication between the trade and
the environmental communities, thereby
contributing to the achievement of
sustainable development.

For the past 20 years, making the environmental and trade agendas compatible has been the subject of great
concern, much policy analysis and many negotiations. From the outset, the OECD Joint Working Party on
Trade and Environment has helped clarify the most important dimensions of the trade-environment nexus,
and helped set the analytic foundation for work that continues to this day. Personally, I have great memories
of the extraordinary work of the OECD and feel really lucky to have had the chance to participate as a country
delegate in the working group during the 1990s.
Scott Vaughan, Commissioner of the Environment and Sustainable Development, Canada

Growth in exports of environmental goods, 1996-2010

Finding out more

More and more OECD countries are including additional categories in negotiations under
the General Agreement on Trade in Services (GATS) at the WTO. These include nature and
landscape protection, air pollution control, and remediation and clean-up of soil, surface
water and groundwater.

I Trade and Environment at the OECD: Key
Issues since 1991 (OECD, 2008)
www.oecd.org/dataoecd/21/1/41279373.pdf

Source: Bijit, Bora and Teh (2004), “Tariffs and Trade in Environmental Goods”, presentation to the WTO
Workshop on Environmental Goods, Geneva [Cited in OECD Policy Brief 2005, Opening Markets for
Environmental Goods and Services].

Billions of nominal US dollars
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I OECD Trade and Environment Working
Papers, Selected studies addressing the
policy interface between trade and
environment, www.oecd-ilibrary.org/
trade/oecd-trade-and-environmentworking-papers_18166881
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I Trade in Services Related to Climate
Change: An Exploratory Analysis
(Steenblik, S. and M.G. Grosso, (OECD, 2011)
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Note: “Environmental goods” refer to those included in the OECD’s illustrative list in Environmental Goods and
Services: the Benefits of Further Trade Liberalisation (OECD, 2001)
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I Trade that Benefits the Environment and
Development: Opening Markets for
Environmental Goods and Services
(OECD, 2005)
I OECD Trade and Environment Report
(OECD, 1999) http://ec.europa.eu/ environment
/integration/pdf/oecd_te_1999.pdf

OECD Environment [f]:Layout 1

10/10/11

10:03

Page 93

Making
multinationals
environmentally
responsible
14

In 1970, when the Environment Policy Committee was just getting
started, there were only a few hundred multinational enterprises. Today,
Oxfam estimates their number to be around 78,400. Their economic power
is often enormous, sometimes much higher than that available to some
states. Together, they account for more than two-thirds of world trade.
The influence that these enterprises have on the world in which we live is
very important.
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Making multinationals environmentally responsible

Making multinationals
environmentally responsible
Sound corporate environmental
management is an important
contribution to sustainable
development, and it is increasingly seen
as both a business responsibility and a
business opportunity. Multinational
enterprises have a role to play in both
respects. In 1992, the UN’s action plan for
sustainable development – Agenda 21 –

stressed the need to change from old
sector-centred ways of doing business to
new approaches that involve crosssectoral co-ordination and the
integration of environmental and social
concerns into all development processes.

What is a multinational?
A multinational enterprise is generally a
company that has its management
headquarters in one country, known as
the home country, and which operates in
several other countries, known as host
countries. Ownership may be private, state
or mixed. While the capacity of

governments to regulate remains broadly
within national borders, multinational
enterprises operate in many countries of
the world. Therefore, corporate
environmental behaviour has become
increasingly central in the globalisation
environment relationship.

Sources: ILO, OECD Guidelines for Multinational Enterprises and OECD Environmental Outlook to 2030
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Guiding principles for responsible business

Guiding principles for
responsible business
As early as 1976, the OECD published
Guidelines for Multinational
Enterprises. The aim was to ensure that
the operations of multinational
enterprises were in harmony with
government policies, to increase mutual
confidence between enterprises and the
societies in which they operate and to
help improve the foreign investment
climate. The guidelines provide voluntary
(non-binding) principles and standards
for responsible business conduct.
However, the first version of the
guidelines totally ignored environmental
issues – a controversial omission which
was widely criticised. Since then they
have been revised several times through
a joint initiative between the OECD’s
Environment Policy Committee (EPOC)
and Investment Committee (see box).
Non-government organisations have also
participated in the revision process,
enhancing the adherence and legitimacy
of the environment content. In addition
to having an entire chapter devoted to
the environment, sustainable
development is now embodied as an
overarching goal of the guidelines.
Whilst the guidelines are non-binding, by
adhering to them, governments are
committed to encouraging enterprises

operating in their territory to observe a
set of widely-recognised principles and
standards for responsible business
conduct. In effect, this means these
country governments have “signed up”
on behalf of all MNEs based within their
borders to uphold the provisions of the
guidelines.
Since the 2000 update of the guidelines,
the environment chapter reflects the key
principles contained in the Rio
Declaration and Agenda 21. The basic
premise of the guidelines is that
enterprises should act as soon as possible,
and in a proactive way, to avoid, for
instance, serious or irreversible
environmental damages resulting from
their activities. They recommend that
enterprises establish and maintain an
adequate environmental management
system, assess and address the
foreseeable environmental impacts
associated with their products and
processes, and maintain contingency
plans for environmental emergencies.
They also encourage companies to ensure
environmental training for employees, to
publish relevant environmental
information and to engage in adequate
communication and consultation with the
public and the communities directly
affected by their activities.

42

A growing voice for the environment in the
OECD Guidelines for Multinational Enterprises

countries have formally

I 1984. An “environmental annex” is
added to the guidelines.

endorsed the
OECD Guidelines for
Multinational

I 1991. A specific “environment chapter”
is created following intense
negotiations between governments,
private sector representatives and
environmental interest groups.

I 2008. A better-balanced treatment of
environmental issues is achieved in a
revised version of the guidelines.
I 2011. The latest revision reflects
growing concerns over climate
change, green growth, eco-innovation,
biodiversity and sustainability issues.

Enterprises
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Environmental impact and influence

Environmental impact
and influence
As a global business
organization, the World
Business Council for
Sustainable Development strongly
supports internationally agreed
principles and frameworks for
common issues. The OECD

While today there are many
documents and frameworks guiding
corporate responsibility, the OECD
Guidelines for Multinational Enterprises
stand out amongst them as the only
multilaterally endorsed and
comprehensive code that governments
are committed to promoting. This makes
them one of the world’s foremost
corporate responsibility instruments.

Guidelines for Multinational
Enterprises are a good example of
such principles, not least as they
have been developed in
collaboration with business and
other stakeholders.
Bjorn Stigson,
President, World
Business Council for
Sustainable Development

To date, 31 OECD countries, Brazil and 10
other emerging economies adhere to
the guidelines, representing all regions
of the world and accounting for 85% of
foreign direct investment. They are also
one of the few corporate responsibility
instruments to enjoy the official support
of business (represented by the Business
and Industry Advisory Committee –
BIAC), labour (Trade Union Advisory
Committee –TUAC) and NGOs (OECD
Watch).
Another unique aspect of these
guidelines is the mechanism in place for
monitoring their implementation and
for drawing attention to violations. This
role is taken on in each country by
National Contact Points (NCP). These
government bodies gather information
on national experiences with the
guidelines, handle enquiries and assist in
solving problems that may arise. They
may mediate among the parties
involved in a complaint and facilitate a
mutually-agreed resolution to the
conflict. For example, NCPs may be
alerted by NGOs about alleged nonobservance of the environment

96 . OECD EPOC @ 40 . 1971–2011

guidelines by industry. Since 2000, 160
specific instances have been accepted
for consideration. Of these, 138 have
been concluded or closed.
Every year, NCPs meet at the OECD to
review their experiences and to report to
the OECD Investment Committee. They
also hold consultations with BIAC, TUAC
and NGOs. At the same time the OECD
organises a “Roundtable on Corporate
Responsibility” to discuss emerging
issues and relevant policy developments
in corporate responsibility. The objective
of these sessions is to assist NCPs in
promoting and implementing the
guidelines.
In the past, business tended to regard
environmental issues as a challenge or
even an obstacle to good economic
performance and in many cases
companies preferred risking paying fines
for breaching environmental regulations
than improving their environmental
performance. Though this may still
occur, today many business leaders
perceive good environmental
performance as a business opportunity,
and increasingly integrate
environmental mechanisms into normal
management practice. Other factors
contributing to this trend are
increasingly stringent environmental
regulations and enforcement
mechanisms, as well as price signals and
growing demand from civil society,
consumers, shareholders, and financial
institutions for better environmental
performance.
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Finding out more
See the OECD webpage:
www.oecd.org/daf/investment/guidelines
I OECD Guidelines for Multinational
Enterprises: Recommendations for
Responsible Business in a Global
Context (OECD, 2011),
www.oecd.org/dataoecd
/43/29/48004323.pdf
I Corporate Responsibility: Reinforcing
a Unique Instrument – 2010 Annual
Report on the OECD Guidelines for
Multinational Enterprises (OECD, 2010),
www.oecd.org/document/
24/0,3746,en_2649_34889_46530712_1_
1_1_1,00.html
I Environment and the OECD
Guidelines for Multinational
Enterprises: Corporate Tools and
Approaches (OECD, 2005)
I “Policy Brief. The OECD Guidelines for
Multinational Enterprises” OECD
Observer June 2001, www.oecd.org/
dataoecd/12/21/1903291.pdf
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Improving the
environment in
countries
in transition

15
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The countries of Eastern Europe, the Caucasus and Central
Asia (EECCA) are home to ecosystems of global importance,
including the Caucasus region, the Black Sea wetlands complex
and the Central Asian mountains. But back in 1991 the
environmental challenges facing the region were many and
varied. Outbreaks of water-related diseases were increasing.
A significant burden of environmental disease persisted in the
region. Unaffordable water infrastructure systems were
crumbling, urban air pollution was on the increase due to rapid
motorisation, and waste and chemicals management was
largely deficient. Across the region legislation was extensive but
largely inconsistent and unenforceable.
Environmental policies are neither effective nor efficient in
stimulating significant environmental improvements, and
policy instruments still present serious shortcomings. These
concerns led to the development of an Environmental
Action Programme for Central and Eastern Europe at a
meeting of environment ministers at Dobris Castle, in the
former Czechoslovakia, in 1991. Its aim was to establish a
planning and co-ordination framework for both national
actions and international assistance intended to address
urgent environmental issues in the nations of Central and
Eastern Europe.
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A task force for the environment
in transition countries
The EAP: moving eastwards
and building local capacity
Since the launch of the EAP Task Force in
1993 and the accession of many Central
European countries to the EU, the reach
and focus of the programme has moved
increasingly eastwards. Since 1993, the
work of the EAP Task Force has been
reviewed regularly in a series of
Environment for Europe Ministerial
Conferences, and re-oriented in light of the
changing geo-political landscape. In Kiev,
in 2003, ministers agreed to refocus the
EAP Task Force’s work on the countries of
Eastern Europe, Caucasus and Central Asia
(Armenia, Azerbaijan, Belarus, Georgia,
Kazakhstan, Kyrgyz Republic, Moldova,
Russian Federation, Tajikistan,
Turkmenistan, Ukraine and Uzbekistan).
The EAP Task Force work on financing
water supply and sanitation, and
strengthening environmental policies and
institutions will be highlighted at the
September 2011 Environment for Europe
Ministerial Conference in Astana. Following
the Astana Conference, the EAP Task Force
will concentrate on financing water
resources management, including
adaptation to climate change, and on
green growth.

To implement the Environment for
Europe process, in 1993 ministers set up
an Environmental Action Programme
(EAP) for Central and Eastern Europe with
three main pillars: (1) integrating
environmental policies into the process of
economic reconstruction; (2) institutional
capacity building; and (3) immediate
assistance programmes, including
investment projects for priority areas. The
OECD was asked to provide the
secretariat for an international Task Force
to implement the EAP. This Task Force
brought together representatives from
governments of Western and Eastern
Europe and North America, multilateral
and regional banks, industry and
environmental NGOs to raise awareness,
mobilise funding and plan co-operative
projects. Ministers also established the
Project Preparation Committee (PPC) to
accelerate environmental investments.
The EAP Task Force and PPC, supported
by the European Bank for Reconstruction
and Development, have worked closely
together over many years to promote a
coherent approach to policy and
institutional reform, and investments in
central and eastern European countries.
UNECE has provided the organisational
framework for the Environment for
Europe process.

What does the
EAP Task Force do?
Initially, the major areas of work in the
EAP context were: (1) supporting central
and eastern European countries to
develop National Environmental Action
Programmes (NEAPs); (2) environmental
financing, particularly the role of
environmental funds, which collected
and reallocated pollution charges and
environmental fees; and (3) cleaner
production.
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In 2002, an Environment Strategy for the
countries of Eastern Europe, Caucasus and
Central Asia (EECCA) was launched during
World Summit on Sustainable Development
(WSSD) in Johannesburg. It has seven
objectives (see box) and was adopted at the
5th “Environment for Europe” Ministerial
Conference in Kiev in 2003. The ministers
asked the Task Force to facilitate the
objectives of the EECCA Environment
Strategy and to monitor progress.
The shift of EAP Task Force work to the
EECCA region required new methods for
more direct engagement. The Task Force
has implemented its work increasingly
through demonstration projects to either
develop or test tools that could support
policy and institutional reform.

Seven environmental
objectives for the EECCA
1. Improve environmental legislation,
policies and institutional framework
2. Reduce the risks to human health
through pollution prevention and control
3. Manage natural resources in a
sustainable manner
4. Integrate environmental considerations
into the development of key economic
sectors
5. Establish and strengthen mechanisms
for mobilising and allocating financial
resources to achieve environmental
objectives
6. Provide information for environmental
decision-making, promote public
participation and environmental
education
7. Identify and address transboundary
problems and strengthen co-operation
within the framework of international
conventions
Source: UNECE, 2003. Environmental Partnership
in the UNECE Region: Environmental Strategy for
Countries of Eastern Europe, Caucasus and Central
Asia – Strategic Framework
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Swapping debt for a healthy
environment

$53.8bn
Estimated value of fossil fuel

Debt-for-nature or environment swaps are
financial transactions in which a portion of a
developing nation's foreign debt is forgiven in
exchange for local investments in
environmental conservation measures.
Environmental benefits to the debtor country
can include promoting responsible resource
use, helping to preserve biodiversity,
maintaining ecosystem services and reducing
deforestation. They can also offer low income
countries with a unique opportunity to link
debt reduction with global environmental
benefits and poverty alleviation. Several such
debt-for-environment swaps have been
organised in the framework of the EAP Task
Force. The largest environmental swap
involving conversion of bilateral debt was
established by Poland in 1992, with total
contributions scheduled to reach a total of
$545 million by 2010. The EcoFund is an
independent non-profit institution, legally
based on the Law of Foundations. Other debtfor-environment swaps are in the pipeline for
Georgia and the Kyrgyz Republic.
For more see the OECD website:
www.oecd.org/document/7/0,3746,en_2649_3
4335_35165319_1_1_1_1,00.html

consumption subsidies in
the Russian Federation

For more than 15 years, the OECD’s EAP Task Force Secretariat has provided substantial assistance to
EECCA countries in creating new environmental policies which bring together deep analysis of the
current situation in the EECCA countries and good knowledge of the current situation, legislation and
best practice in OECD and European Union countries. Within this framework a variety of progressive documents have
also been produced which are invaluable guidelines for professionals in the field of environmental
protection in EECCA countries.
Mr Salaru, Minister of Environment, Republic of Moldova
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Environmental impact
and influence
In 2007 the EAP Task Force assessed
progress in achieving the EECCA
Environment Strategy’s objectives.
Preparation of this policy assessment
involved a unique process of
collaboration among all the major
international institutions active on
environmental issues in this region. It
found noticeable progress on
compliance assurance, water supply and
sanitation, water resources management
and agriculture. Less progress is
apparent in waste management,
biodiversity, transport and energy
efficiency. Even in some areas that seem
“frozen” in time (such as environmental
quality standards), at least the need for
reform has finally been recognised.
The Task Force’s work has helped secure
important outcomes. It is credited with
helping to create a good basis for some of
these countries to begin their accession
dialogue with the European Union. The
preparation of finance strategies for water

supply and sanitation has enabled
some EECCA countries to provide more
predictable and stable financing for this
sector. In some countries, e.g. Slovak
Republic (see box on page 103), policies
and institutions have “decoupled”
pollution levels from continuing
economic growth. In other words, as
economic output grows, pollution
levels (especially air pollution) do not
grow at the same rate. Other activities
have resulted in the adoption of
integrated pollution prevention and
control, and the establishment of
schemes to rate industry’s environmental performance. More attention
has also been given to capacity
development, including through
training. Implementing such activities
has required closer co-operation with
aid agencies, as well as environment
ministries, in OECD countries. These
collective efforts have helped to
improve policy frameworks, but
implementation is still lagging behind.

Some examples of the EAP
Task Force’s demonstration
projects and results
I Finance strategies on water supply and
sanitation prepared and updated in
Armenia, Georgia, Kyrgyzstan, and
Moldova, and several oblasts in Russia
I Projects have been implemented in 9
EECCA countries to collect indicators
on the performance of water utilities
I Several roundtable discussions on
private sector participation in the
water sector and reform of economic
instruments in Russia and Armenia
I Establishment of environmental
inspectorates in Georgia and Kazakhstan
I Reform of water quality standards in
Moldova
I Strategies for the transition to
integrated permitting in Ukraine,
Kyrgyzstan and Georgia
I Reform of industry self-monitoring in
Kazakhstan and Kyrgyzstan
I Introduction of industry’s environmental
rating in Ukraine and Kazakhstan
I Harmonisation of data collection on
environmental expenditure with
Eurostat/OECD standards in Georgia,
the Kyrgyz Republic and Ukraine
I Reform of environmental funds in
Volgograd Oblast (Russian Federation),
Moldova, Kazakhstan and Ukraine
I Feasibility studies for a debt-forenvironment swap in Georgia and in
the Kyrgyz Republic
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Improving air quality in the Slovak Republic
Since the early 1990s the Slovak Republic has
made significant environmental progress,
meeting most of its environmental targets
and decoupling a number of environmental
pressures from economic growth. For
example, while GDP increased significantly

from 1995 to 2009, SOx and NOx emissions
and CO2 emissions were lower at the end of
this period than at the beginning. This
progress reflects the restructuring of the
economy, including the introduction of more
efficient working methods and technologies,

and a strengthening of environmental
policies. Cooperation within the OECD/EAP
Task Force framework, and subsequently
accession to the EU, have facilitated this
progress.

Slovak Republic air and climate, 1995 – 2009
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* Emissions from energy use only; excludes international marine and aviation bunkers; sectoral approach. 2009: estimate.
Sources: OECD, Environment Directorate; OECD-IEA (2010), CO2 Emissions from Fuel Combustion; OECD (2010), OECD Economic Outlook No. 88;
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Overall, the EAP Task Force has provided a valuable
and flexible means of supporting environmental
improvements in countries that have undergone
profound economic and political change. Its focus,
the main clients, and the methods of work have
evolved enormously in this period. The
effectiveness of these mechanisms owes much to
the strong ownership of activities by the
beneficiary countries, the support provided by
donors, and the results-based approach to work.
“The sharing of experience and information
between OECD countries and non-member states
is of primary importance for consensus building,
adequately addressing global environmental
issues, and achieving the overall goal of
sustainable development. In an era of global
interdependence, engaging non-member
countries in constructive dialogue with OECD
members is essential” (Ruffing, 2010). The work
described here is a good example of how the
OECD environment programme brings together
both member and non-member countries, and
experts from a variety of backgrounds, to tackle
serious environmental challenges.

Finding out more
For further details visit www.oecd.org/env/eap
I Ten Years of Water Sector Reform in EECCA
(OECD, 2011);
I Greening Public Budgets in EECCA (OECD, 2011)
I Policies for a Better Environment. Progress in
Eastern Europe, Caucasus and Central Asia.
Summary For Policymakers (OECD, 2007),
www.oecd.org/dataoecd/33/27/39271802.pdf
I Trends in Environmental Finance in EECCA
(OECD, 2007)
I Translating Environmental Law into Practice:
Progress in Modernising Environmental
Regulation and Compliance Assurance in EECCA
(OECD, 2007);

80%

I “The Role of the Organization for Economic
Cooperation and Development in Environmental
Policy Making”, Review of Environmental
Economics and Policy, 4(2), Ruffing, K.G. (2010)

The rate of metered
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drinking water connections
in Yerevan, Armenia
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“Humankind has not woven the web of life.
We are but one thread within it. Whatever we
do to the web, we do to ourselves. All things
are bound together. All things connect.”
Chief Seattle, Suquamish people, 1855

