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In recent years new environmental policy
instruments have been successfully imple-
mented which address environmental con-
cerns while simultaneously promoting eco-
nomic development.  It is now recognized
that these ‘economic instruments’ are cen-
tral  to integrating economic and environ-
mental decision-making, an essential
requirement for governments aiming at sus-
tainable development. OECD countries’
experience shows that economic instru-
ments, if designed and implemented prop-
erly, often in combination with other envi-
ronmental policy instruments, can con-
tribute to achieving economic benefits by
helping to:

• provide flexibility to polluters in choos-
ing the most cost-efficient and environ-
mentally effective measures, thereby
reducing compliance costs

• change the relative prices of environmen-
tally sensitive goods, leading to an allo-
cation of resources towards more envi-
ronmentally sustainable production and
consumption

• create “win-win” incentives for environ-
mental investments which generate prof-
its and environmental benefits at the
same time

• promote technological innovation need-
ed for more environmentally sustainable
production and consumption, and 

• raise revenues which governments can
use for catalyzing environmental invest-
ments of national priority, or for decreas-

ing income taxes, profit taxes or social
security contributions

This report “Better Environment AND
Better Economy” provides a thorough dis-
cussion of how the above-mentioned bene-
fits can be attained and provides practical
examples of experience with economic
instruments in OECD countries and
economies in transition. The report focuses
on the specific circumstances of economies
in transition and demonstrates the impor-
tance of integrating modern environmental
management policies into emerging eco-
nomic policies now rather than in the
future. This report is a timely contribution;
economies in transition have a unique
opportunity to learn from the experience of
OECD countries and to avoid high costs of
environmental policies, implementation
deficits and environmental distortions to
economic policies. The report should also
be a useful contribution for discussion in
those countries of Central and Eastern
Europe which are in the process of acceding
to the European Union and which will have
to adopt and implement European Union
environmental legislation. The report high-
lights many possibilities for achieving
European Union environmental standards
in a cost- effective way and discusses how
the environmental accession process may
lead to additional economic benefits.

I am pleased that the framework for
analysing economic instruments originally
developed in OECD is finding use beyond
the traditional OECD membership.  I would



commend the REC, an organisation rooted
in Central and Eastern Europe, for produc-
ing this valuable report in cooperation with
experts from the region. I hope that the
lessons synthesised in this volume will
stimulate further progress in the implemen-
tation of cost-effective environmental poli-
cies in central and eastern European coun-
tries and beyond.

Joke Waller-Hunter
Director

Environment Directorate
Organization for Economic Cooperation

and Development, OECD






























































































































































































