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Foreword
In a world in which sustained demographic and economic growth are exerting increasing pressures on natural resources, establishing a resource efficient economy is central to greening growth. The total volume of material extracted or harvested worldwide reached nearly 72 billion metric tonnes in 2010, doubling since 1980 and an estimated ten-fold increase over the last century. Curbing these trends requires policies that improve resource productivity and that ensure sustainable materials management, building on the principle of the 3Rs – reduce, reuse, recycle – and encouraging more sustainable consumption patterns.
In this context, extended producer responsibility (EPR), an environmental policy approach in which a producer’s responsibility for a product is extended to the post-consumer stage of a product’s life cycle have become common. Currently about 400 such schemes are in operation across the world, most of them in the OECD and some in emerging market economies. While extended producer responsibility systems have contributed to significantly increasing material recovery rates from certain waste streams, as well as providing a reliable source of funding for the collection and recycling of waste, the economic and environmental performance of these systems appears to be highly disparate. As a consequence, there is a sustained debate about the way EPR systems should be designed.
This report contributes to this debate by providing updated guidance on the design of EPR. This work updates the OECD Guidance Manual for Governments, published in 2001, by drawing on recent experience, deepening the analysis in selected areas and adding a discussion on the particular challenges faced by developing countries.
Chapters 1 and 2 provide an introduction and compile updated guidance and recommendations on EPRs. These chapters constitute PartI of the Guidance. The remaining chapters constitute Part II, and provide more in-depth analyses of a number of key elements of EPR schemes that underlie the updated guidance. Chapter 2 discusses governance, Chapter 3 competition, Chapter 4 design for the environment, and Chapter 5 on the informal sector. The annex provides summary versions of country case studies that were provided by member countries and partners as an input to the Global Forum on Environment focusing on Extended Producer Responsibility that took place in June 2014 in Tokyo.
This review was overseen by the OECD Working Party on Resource Productivity and Waste (WPRPW) and benefited from the documents prepared for, and the discussions at, the Global Forum on EPR that took place in Tokyo and the support provided by an ad hoc expert group. 
At a time when many governments are grappling with the challenge of developing a policy mix that can support the transition towards a more resource efficient, circular economy, this report provides some valuable guidance concerning one of the policy approaches that can assist.
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Director, OECD Environment Directorate
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Executive summary
Since the late 1980s, the concept of “Extended Producer Responsibility” (EPR) has become an established principle of environmental policy in an increasing range of countries. It aims to make producers responsible for the environmental impacts of their products throughout the product chain, from design to the post-consumer phase. It was hoped that this would relieve the burden on municipalities and taxpayers for managing end-of-life products, reduce the amount of waste destined for final disposal, and increase rates of recycling.
OECD provided a platform for countries to exchange experience, and, in 2001, produced a Guidance Manual to support the development of EPR systems. Since 2001, the number and variety of EPR systems have increased significantly. Thus, a review of recent experience is timely, particularly in view of the support that EPR could provide to enhancing resource productivity and the circular economy, issues that are now high on the environmental policy agendas of many countries. In its first part, this report provides updated Guidance on EPRs, building on the 2001 Manual and in view of the developments and lessons learnt since then. In the second part, the report brings together four selected challenges within EPR and examines them in greater detail.
Evolution and impacts of EPRs
A recent survey identified about 400 EPR systems currently in operation. Nearly three-quarters were established since 2001. Legislation has been a major driver, and most EPRs appear to be mandatory rather than voluntary. Small consumer electronic equipment accounts for more than one-third of EPR systems, followed by packaging and tyres (each 17%), end-of-life vehicles, lead-acid batteries and a range of other products. Various forms of take-back requirements are the most commonly used instrument, accounting for nearly three-quarters of those surveyed. Advance disposal fees (ADF) and deposit/refund account for most of the rest. While in some cases individual firms have established their own systems, in most cases, producers have established collective EPR systems managed by Producer Responsibility Organisations (PROs). 
Assessing the impacts of EPR systems is difficult for several reasons: a considerable lack of data, analytical difficulties in distinguishing the impact of EPR systems from other factors, and the wide variety of EPR systems which limits comparison among them. Bearing in mind these caveats, there is evidence that in some countries, EPRs have helped to shift some of the financial burden for waste management from municipalities and taxpayers to producers, and to reduce the public costs of waste management. In addition, it seems likely that EPR systems have contributed to the decreased share of waste destined for final disposal and to the increased rates of recycling recorded in many OECD countries. However, progress in these areas varies very widely among countries, suggesting that there is scope in many countries to improve their performance by emulating the best performers. On the other hand, the consensus appears to be that while EPR systems have contributed to waste prevention (e.g. eco-design) in some countries and some sectors, they are seldom sufficient to serve as the triggering factor. 

Guidance and recommendations
Many of the recommendations regarding the good governance of EPR systems identified in the 2001 OECD Guidance Manual are still relevant and should be applied more systematically. For instance, the 2001 guiding principles for EPRs state that these systems should provide producers with incentives to change product designs, stimulate innovation, take a life-cycle approach, clearly define responsibilities and chose flexible policy instruments adapted to the particular product and waste stream.
Similarly, the key factors in designing EPRs already provided by the 2001 Guidance Manual are still as relevant today as they were 15 years ago. Among other things, these recommendations point out that the objectives and the scope of EPR should be clearly defined and the producers of products subject to EPR clearly identified; mechanisms for reporting and monitoring should be established and appropriate enforcement mechanisms and sanctions developed. There are also opportunities to make EPRs more effective including by: increasing their level of ambition, broadening the scope of products covered, better internalising environmental costs. Arguably, the single most important challenge is to make EPR systems more transparent. EPRs should be required to make available the information needed to assess their performance and to identify ways in which they can be made more efficient and effective.
The 2001 Guidance Manual also provided more specific recommendations on a range of issues, the key elements of which have been integrated with the more recent experience.
Design and governance of EPR
The design and governance of EPR are crucial to their performance. The issues range from target setting and monitoring & enforcement, to free-riding and financing.
	The targets of EPR policies should be periodically reviewed and adjusted, taking account of changes in market conditions and technology. 

	In mandatory systems, governments should establish consistent and credible means for enforcing EPR obligations, including registers of producers, official accreditation of producer responsibility organisations (PROs) and appropriate sanctions. 

	Adequately resourced monitoring systems need to be established; the performance of EPR operations should be regularly audited, preferably independently. In the same jurisdiction, EPR systems should be harmonised to the extent possible, and a means for checking the quality and comparability of data established.

	Free-riding, which still is a challenge to many EPR systems, should be addressed through peer pressure and strict enforcement. 

	Governments should identify ways in which EPR systems can be financed in a sustainable manner. This should include analysis of how risks such as price volatility and leakage could be managed. 


Promote the integration of competition policy and EPR
As the recycling and waste management industries have grown and become more concentrated, the potential financial gains for producers, as well as the additional costs to society that result from collusion among producers and other forms of anti-competitive behaviour, have become more significant. Since 2001, some competition authorities and courts have reviewed alleged anti-competitive behaviour within EPR systems. 
	Most attention should be placed on competition issues in product markets, where the welfare effects are potentially largest, followed by collection and sorting markets, recovery and disposal markets, and the market of producer responsibility services.

	Concerns persist about collusion among producers and about the potential abuse of vertical agreements between PROs and companies involved in downstream operations. An important means for minimising anti-competitive behaviour is to consult competition authorities when EPR systems are being established.

	Services such as waste collection, sorting, as well as material recovery and disposal should be procured by transparent, non-discriminatory and competitive tenders.

	EPR schemes should allow single PROs only when it can be demonstrated that the benefits (e.g. the capacity to manage the waste would otherwise not be built) outweigh the costs of less competition.


Incentives for design for environment
Better internalisation of end-of-life costs and stricter enforcement would also strengthen incentives for improving the eco-design of products and packaging. Setting fees at a level where they recover the full cost of the end-of-life management of the products covered by the EPR is therefore a key measure. 
	Ideally, producer responsibility would be implemented at the level of individual producers, but due to the significant economies of scale and scope that are often available, most EPR systems apply collective producer responsibility, which dilutes incentives for eco-design. 

	Where possible, producers’ fees should therefore be more closely linked to the actual end-of life treatment costs of their products, for instance through the use of variable (e.g. weight-based) rather than fixed (e.g., unit-based) fees, and/or modulated fees that differ according to specific design features that make products more easily recyclable. 

	In the case of globally-traded products, better eco-design incentives could also be achieved by harmonising environmentally-sensitive design. 


Integrating informal workers in EPRs in emerging and developing countries
Since 2001, EPR systems have been established in many developing and emerging economies. In contrast to the most developed OECD countries, there are large numbers of informal waste workers engaged in recycling; an estimated 20 million globally. Waste picking is often hard, dangerous and socially precarious. While there are serious concerns about downstream informal dismantling and recycling which can generate negative economic and environmental impacts, the potentially positive contribution of informal waste collection and sorting activities is increasingly recognised.
	EPR systems need to find ways for informal operators to work with rather than against formal waste management systems, unless there is a risk that they will be undermined by them.

	However, this is not always easy or possible, and it will be important to draw lessons from current initiatives to guide further policy development in this area.




Part I. Overview and updated guidance



Chapter 1. Extended producer responsibility – an overview

This chapter provides an introduction to extended producer responsibility (EPR) by discussing the policy rationale behind the approach, the main instruments as well as the most important trends. It finds that there has been a significant increase in the use of EPR in the past 15 years, with about 400 systems now being in use around the globe, most of them in the OECD region. This has led to important achievements, such as an increase in material recovery rates from different waste streams and the generation of significant financial resources from producers that now contribute to a market that is worth about 300 billion EUR globally. A number of areas where EPRs need to be strengthened are also identified.




1.1. Introduction

Extended producer responsibility (EPR) for the end-of-life management of products emerged in a number of OECD countries in the late 1980s. It was a response to the challenges that many municipalities were facing in managing waste that was growing in volume and complexity, and in a context where the siting of waste management facilities was often opposed by the public. EPR policy sought to shift the burden of managing certain end-of-life products from municipalities and taxpayers to producers. It was hoped that this redefinition of responsibilities, and the incentives it provided to producers to redesign products and packaging, would reduce the share of waste destined for final disposal and increase recycling.

OECD provided a platform to exchange good practices and to analyse common challenges related to EPRs. Following an extensive phase of research and policy dialogue, the OECD published a Guidance Manual on EPRs in 2001 to support Member countries to implement EPR policies (hereafter the 2001 Manual). Since then, the number and variety of EPR systems have increased significantly, not only in OECD countries but also in emerging economies. In many countries EPRs have helped to reduce the share of waste destined for final disposal and increased material and energy recovery, thereby enhancing the resource productivity of those economies. At the same time, EPRs have contributed to the development of a multi-billion dollar recycling industry. 

Part one of this report provides updated Guidance on EPRs, building on the 2001 Manual and in view of the developments and lessons learnt since then. While many of the original recommendations remain valid, recent experience gained suggests that additional guidance could help to enhance the environmental effectiveness and economic efficiency of EPR systems. 

The first chapter begins by providing a brief summary of the policy rationale and main instruments for implementing EPR. Some of the main recent trends in EPR systems are then described. The following chapter aims to integrate the main elements of the 2001 Guidance Document with the findings and recommendations emerging from the most recent analysis of EPRs. A concluding section examines some remaining challenges.

To support the development of more up-to-date and policy-relevant guidance, four issues were examined in more depth. These are presented in the second part of the report: design and governance of EPR systems (Chapter 3); the anti-competitive behaviour that has been observed in EPR systems, a concern that has increased with the growth and increased concentration of the waste and recycling sectors (Chapter 4); the role of EPRs in promoting more environmentally friendly design of products (Chapter 5); and the operation of EPR systems in emerging economies, particularly the important role played by the informal waste sector (Chapter 6). 





1.2. EPR policy rationale and instruments


1.2.1. Definition and policy rationale

The OECD defined EPR as an environmental policy approach in which a producer’s responsibility for a product is extended to the post-consumer stage of a product’s life cycle. In practice, EPR involves producers taking responsibility for collecting end-of-life products, and for sorting them before their final treatment, ideally, recycling. EPR schemes can allow producers to exercise their responsibility either by providing the financial resources required and/or by taking over the operational and organisational aspects of the process from municipalities. They can do so individually or collectively.

EPR was not entirely a new concept; recycling markets existed well before the 1980s, particularly for end-of-life products with a market value. However, these markets were limited in scope and operated with many imperfections. As a result, they did not generate a socially optimal level of recycling and the burden of treating the residual waste fell on municipalities. By the late 1980s, the volume and complexity of waste generated exceeded the management capacity of municipalities in the most developed economies. The task of municipalities was further complicated by public opposition to the siting of landfills and incinerators: the NIMBY (Not In My Back Yard) concept. The dominant role of the public sector also meant that the opportunity to mobilise the technical and managerial skills of the private sector in managing waste products was not being realised. EPR aimed to address these challenges by shifting the financial burden of managing end-of-life products from municipalities and taxpayers to producers. It was hoped that this would reduce the volume of waste going for final disposal, increase rates of recycling, and provide incentives for waste prevention and reduction at source. 

EPR policy is consistent with the Polluter-Pays Principle in so far as financial responsibility for treating end-of-life products is shifted from taxpayers and municipalities to producers and, ultimately, consumers. However, EPR policy alone does not aim to achieve a full internalisation of environmental costs; the task of establishing an environmental price for a wide range of environmentally diverse waste streams makes this impractical. EPR policy nevertheless aims to provide producers with incentives to internalise environmental costs throughout the product life-cycle, including at the design stage. EPRs seek to provide incentives to producers to (re)design products and packaging to facilitate their end-of-life management, and to avoid using materials that may pose risks to human health or the environment. Without this, some products can require significant amount of resources before they can be recycled. 


1.2.2. Policy instruments

Four broad categories of EPR instruments exist, even though they are sometimes used in combinations, (also see Figure 1.1):



Figure 1.1. EPR policy instruments in the product cycle

[image: graphic]Note: ADF > Advance disposal fee; UCTS > Upstream combination tax/subsidy

Source: OECD (2013), What have we learned about extended producer responsibility in the past decade? – A survey of the recent EPR economic literature, Paris




	Product take-back requirements involve assigning responsibility, for example to producers or retailers, for the end-of-life management of products. This type of requirement is often achieved by establishing recycling and collection targets for a product or material. The targets may be either mandatory or voluntary. A further approach is to provide incentives for consumers to return the used product to a specified location such as the selling point. 


	
Economic and market-based instruments provide a financial incentive to implement EPR policy. They come in several forms, including: 


	Deposit-refund: an initial payment (deposit) is made at purchase and is fully or partially refunded when the product is returned to a specified location. 


	Advanced Disposal Fees (ADF): fees levied on certain products at purchase based on the estimated costs of collection and treatment. The fees may be collected by public or private entities and used to finance post-consumer treatment of the designated products. Unused fees may be returned to consumers. 


	Material taxes: involve taxing virgin materials (or materials that are difficult to recycle, contain toxic properties, etc.) so as to create incentives to use secondary (recycled) or less toxic materials. Ideally, the tax should be set at a level where the marginal costs of the tax equal the marginal treatment costs. The tax should be earmarked and used for the collection, sorting, and treatment of post-consumer products.


	Upstream combination tax/subsidy (UCTS): a tax paid by producers subsequently used to subsidise waste treatment. It provides producers with incentives to alter their material inputs and product design and provides a financing mechanism to support recycling and treatment.






	Regulations and performance standards such as minimum recycled content can encourage the take back of end-of-life products. When used in combination with a tax, such standards can strengthen incentives for the redesign of products. Standards can be mandatory or applied by industries themselves through voluntary programmes.


	Information-based instruments aim to indirectly support EPR programmes by raising public awareness. Measures can include reporting requirements, labelling of products and components, communicating to consumers about producer responsibility and waste separation, and informing recyclers about the materials used in products




The 2001 Manual noted that most of the EPR systems that had been established at that time included targets or quotas. These maybe quantitative...
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