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Liability for Transboundary Environmental Damage
Towards a General Liability Regime?

Thomas Gehring ' and Markus Jachtenfuchs **

Since 1980, the International Law Commission (ILQ has been engaged in drafting a comprehensive
convention on liability for damage arising out of acts not prohibited by international law. During
its work, the TLC has increasingly focused on transboundary environmental damage. Thus, the
project may have considerable impact on the further development of this area of international law.

This article analyzes the bask concepts of the project which have emerged so far. It assesses
the political feasibility of the project in the light of the current state of international law concerning
liability for environmental damage, given that a number of specific ultra-hazardous activities are
already regulated by multilateral liability regimes. It concludes tfa»> the international community
has increasingly accepted the obligation to regulate liability issues, which has improved the
chances for victims to mount successful claims. However, this does not mean that states were
prepared to compensate for transboundary environmental damage.

L The Specific Character of International Liability for Environmental Damage

The fundamental legal concept guiding relations between states is the sovereignty of states.
According to this principle, states are not restricted in the use of natural resources within their
territory as long as they do not interfere with the interests of other states enjoying the same right
Hence, the principle of state sovereignty implies both the right of an independent exploitation of
existing natural resources and the right to inviolability of the national territory.1 Therefore, if an
activity gives rise to transboundary environmental damage or risks of such damage, the rights of
the concerned states arising out of the same international legal norm are at stake.

* Department of Political Science, Free Ihrivertity of Berlin.
** European University Institute, Florence.
1 Both aspects ire included in Principle 21 of the 'Declaration of Principles' adopted by the 'UN

Conference on the Human Environment' in 1972, tee the Final Report of the Conference, UN Doc. A/
CONF.48/14VRev.l, 11ILM (1972) 1416.
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In order to solve this conflict, several concepts have been developed in international law.2 All
of them encounter serious difficulties when applied to specific cases. Frequently, they are not
appropriate for the resolution of disputes. Consequently, transboundary environmental damage
is rarely repaired. Even in these cases compensation is not made on the basis of the rules of general
international law, but instead finds its legal foundations in conventions stipulating detailed and
therefore applicable legal rules for specific risks. In other cases compensation is paid ex gratia,
i.c without acknowledging an obligation to repair. In practice, responsibility for an internationally
wrongful act will be refused because it will be held that the damage had not been significant, and
that rules for fault or strict liability are not yet regarded as sufficiently precise at the international
level. This leads international legal scholars to occasionally <*j*tingiiish between the 'validity' of
a norm of international law and its .'effectiveness'.3 However, legal norms will only be apt to
influence political decisions if their authoritativeness is accepted by decision-makers, that is, if
they are effective. A further problem relates to the extent to which states can be held responsible
for damage resulting from activities of private parties. According to traditional international law,
states are normally not directly responsible for such activities unless itis established that they were
obliged to control dangerous activities within die scope of their sovereign control, and that they
railed to do so.4

With continuing industrialization and increasing risks of transboundary environmental
damage, there is a growing need to establish specific rules that are precise enough to be applicable
and that are therefore apt to be 'effective'. However, a derivation of these specific rules in the area
of transboundary environmental damage from the general law of state responsibility involves a
number of fundamental problems. According to die traditional concept of international law, the
notions of 'responsibility' and fault' are closely interrelated. The establishment of the breach of
a primary norm of international law by the source state is the pre-condition for the right of the
affected state to be compensated for die damage suffered.3 If such a breach can be established,
the source state will be obliged to repair the whole damage. If it cannot be established, it will not
be liable to repair any part of it

However, highly complex industrial activities create risks which can be minimized but not
completely eliminated. The concept of state responsibility does not foresee any duty to compensate
for damage due to acti vines which arc not prohibited by international law. Furthermore, according
to traditional international law, established legal wrongfulness of an activity having caused
transboundary harm entails the obligation to cease its operation. The source state cannot avoid this
consequence even if it is prepared to repair the damage which has occurred.6 In many cases.

2 Le. a general obligation of due ifiHg-my or the condition of significance of damage, tee R. Pisillo-
Mazzesdri, 'Due Diligence' e responsabllM intemazlonale degli Stati (1989); id^ 'Form* of
International Responsibility for Environmental Harm', in F. Franctoni et al (ed.), Internationa]
Responsibility for Environmental Harm (1991) 15-23.

3 See A. Verdross, B. Simma, UniverseUes VOlkemcht (3rd ed 1984) 52-53.
4 See Kirmrrinirh 'VOOcenichtliche Haftnng fOr das Handeln Privater im Beretch des intematioitalen

Umweltschntzes', 22 Archiv des Vdlkerredus (1984) 243-248.
5 'Primary roles' establish tbe distinction between lawful and unlawful acti vide*. Their violation entails

legal consequences which are specified in 'secondary rales'. See Simma, 'Grundfragen der St&aten-
verantwordicfakeit in der Arbeit der International Law Commission', 24 Archiv des Vdlkemcha
(1986) 362; see also Quentin-Baxter, 1st Report, YblLC (1980) paras. 20-25. Until 1987, the Reports
of the special rapporteur! of the ILC will be quoted referring to the Yearbooks of the International Law
Commission (VoL H, Pan 1 respectively). From 1988 onwards, >*trt*w t will be made to the UN
Document symbol.

6 See Magraw, Trmsbouadary Harm: The International Law Commission's Study of "International
Liability*", 80 A//L( 1986) 318. For a contrary view see Boyle, "State Responsibility and International
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however, states have a strong interest in promoting certain activities and in according them a status
of lawfulness, although these activities may entail transboundary risks. Therefore, such risks
cannot be sufficiently regulated even by a detailed codification of the law of state responsibility.7

On the contrary, establishing too close a link between fault and the obligation to compensate for
damage frequently does not result in an internationally accepted ban of a particular dangerous
activity, but rather in a refusal by the source state to compensate; since any acceptance of the duty
to repair damage would imply acknowledgement of a violation of international law and thus
endanger the future operation of the activity in question.

IL The Project of the Internationa} Law Commission

This dilemma, which cannot satisfactorily be solved within the traditional system of international
law, laid the foundation8 for the International Law Commission's project on the codification and
progressive development of the rules of international liability for damage caused by activities not
prohibited by international law .9

A-Balancing Interests

The basic aim of Robert Quentin-Baxter, the first special rapporteur on the topic, was to retain as
much freedom as possible for states to exploit their resources, and at the same time to strengthen
the rights of possibly affected (neighbouring) states.10 His concept was based on the expectation
that states would accept risk creating activities in other states more easily if a mutually acceptable
preventive and compensatory legal regime could be agreed upon. Therefore, the transfer of the
existing principle of balancing interests to the area of transboundary environmental risks below
the level of an undisputed breach of a rule of international law 11 should be in the general interest
of both the source and the affected state, since it provides both sides with an opportunity for an
active formation of mutual relations.

The theoretical question of the lawfulness of an activity is necessarily rendered less important
once a state on whose territory and under whose control a risk creating activity is carried out
reaches a mutual agreement with affected (neighbouring) states upon the rights and obligations
in connection with that activity and the risks involved. Agreement had to include the duties of
prevention prior to and compensation after possible future damage. In this case, obligations of
prevention and liability for potential damage could be separated from an investigation of the
lawfulness of the harm creating activity and its operation,12 since the rights and obligations of the
states involved were based on agreement, i.e. exclusively on primary rules of international law.
The necessity of first establishing a breach of a rule of international law would thus be avoided.
This approach removed the *mphmri« of the project away from identifying a clear dividing line

liability for Injurious Consequences of Acts not Prohibited by International Law: A Necessary
Distinction?*, 39ICLQ (1990) 12-14.

7 See Qoentin-Baxter, 2nd Report, YblLC (1981) para. 51.
8 See YblLC (VoL I) (1970) 233. part. 83.
9 For the close relationship of the ILC project with other attempts to develop international environmental

law see Qoentin-Baxter, 1st Report, YblLC (1980) para. 4-8. The project'! long-winded title
(Mnfwriat<onalIJ«hnityf^Injnrifiri»rfmwipH>nr«HiAri«ingniitnf Art* nn» Pmhihifi-H hy Tntrrrurirmfll

Law') indicates the initial conceptual confusion concerning the substantive content of the topic.
10 See Quentin-Baxter, lit Report, YblLC (1980) paras. 26-31.
11 Beyond thbthrcsbokl,tteni]ej of *ate responsibility apply; see Quentin^

(1981) para. 10.
12 See ibid, paras. 84-86.
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between the two p< ejects of the ILC on international responsibility for wrongful acts and
international liability for consequences of acts not prohibited by international law. Instead it
focused on so1vt"g thf pnwt»"»l prpfrWn of assuring (•onipaiE»ri"n f r thf victim* of trambo»rKinTy
environmental damage."

In addition, it must be emphasized that a clear distinction between source and affected states
is only meaningful for a limited number of instances of transboundary environmental damage. In
many cases, the conflicting parties are faced with a more complex mutual relationship because
they pursue similar activities and are thus at the same time ^»"""g risks, injuries and suffering.
This is particularly true for activities: they cause risks and injuries and are at the same time victims
of similar risks and injuries. For instance, most European states operate nuclear power stations
and thus create risks, however small/of transboundary nuclear contamination. At the same time,
all of them are suffering similar risks of potential future damage created elsewhere. Here, the
solution of transboundary environmental problems cannot be limited to an improvement of
mechanisms for compensation. Instead, comprehensive regimes accommodating the interests of
all states concerned are needed. This requires co-operation with the aim of solving partial conflicts
within an overall balance of interests. From this point of view, codification of international law
in the field of liability for environmental damage is only one element within a general regulation
which also comprises the elements of prevention and minimization of damage.

On the basis of these considerations, the first special rapporteur in his Schematic Outline of
the project14 proposed a framework convention containing procedural guidelines for the
elaboration of detailed regimes governing specific cases. This framework convention should
primarily have a catalytic function for the adoption of a multitude of concrete bilateral or
multilateral agreements.13 In order to facilitate early negotiations between the states concerned,
this procedure should already apply to the planning stage of a dangerous activity. The Schematic
Outline therefore created a close linkbetween the elements of safety, information and compensation
within a single regime ('the continuum of prevention and reparation')16 and thus enlarged the
scope of the project beyond the formal mandate given to the ILC

In order to avoid the expected resistance of a multitude of states against rigid liability rules,
Quentin-Baxter's concept deliberately did not include any compensatory automatism which
would have amounted to strict liability. The necessary consequence was a certain 'negotiability'
of the obligation to repair damage in cases where the states concerned had not agreed on a specific
regime before damage occurred.

B. The Obligation to Repalr

In 1985, the Argentine diplomat Julio Barboza succeeded Quentm-Baxter in the influential
function of the special rapporteur for the project He had been critical of the widening of the scope
of the project and of the vague status of the obligation to compensate for damage.

Despite difficulties inherent in the integration of preventive and reparative elements in a
single instrument, he nevertheless declared his intention to basically maintain the now undisputed
integradve approach.17 Whereas obligations of preventive action and of information are increasingly

13 See Dupuy, "Reuources nanirr.lta partagees et ressources de I'humamtf, 34-36 Yearbook of the
Association ofthe Attenden and Alumni ofAt Hague Academy ofInternational Law (\9%4-&6)22\.

14 Quentin-Baxter, 3rd Report, YblLC (1982) para. 33.
13 See Qoemin-Baxter. 4tb Report, YblLC (1983) para. 69.
16 DmL, paras. 40 teq.
17 See Barboza, 2nd Report. YblLC (1986) pans. 6-8.
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accepted in international law, international liability rules exist on a much weaker basis. Linking
both aspects could thus unintentionally soften duties of prevention and information.18 Likewise,
making the duties of prevention and reparation compulsory threatens to introduce an implicit
trigger for the regulation of transboundary harm by the rules of state responsibility instead of those
of international liability.19 It has not yet been decided how the two areas will be linked.

For the present special rapporteur, the core of the project consisted initially in shifting the
economic burden of transnational environmental H«m»gg to the source state which, after all,
gained profit from its risk creating activities. His early reports indicated that within the project he
intended to focus on the residual regime regulating the obligations to repair damage. The principle
of strict liability of the source state therefore had to be the starting point of any conceptualization
of the right of reparation on the part of the affected state; given that in the case of activities not
prohibited by international law the element of subjective or objective fault is lacking by
definition.20 Starting from this principle, negotiations between states concerned could be directed
at a limitation of liability in particular cases on the basis of a balance of interests. This approach
meant that the development of a detailed and generally applicable regime on liability for
transboundary environmental damage became the centerpiece of the project2* Since the intention
of the project would remain the encouragment of states to conclude agreements regulating specific
activities with transboundary implications, the general liability regime would fulfil a subsidiary
function. Activities governed by specific regimes were thus only indirectly affected by this shift
of emphasis. However, liability of the source state for activities not covered by specific regimes
would be considerably reinforced, although it would be to some degree negotiable.22

The question remained whether a liability regime putting high economic risks upon suites
would eventually be accepted by these states. In 1990, the special rapporteur therefore proposed,
within a comprehensive set of draft articles, a new chapter which was intended to reinforce private
remedies for compensation of transboundary environmental harm.23 However, this step did not
mitigate the impact of the envisaged rigid obligation of state liability, but simply attempted to
assure a minimum degree of uniformity of private remedies.24 While so far the principle of
liability of the source state for transboundary environmental damage from activities carried out
by private parties had been considered as being widely acceptable, the majority of states
commenting on the project in the Sixth Committee now favoured placing primary liability on the

18 See Barboza, 4th Report, 1988 (A/CN.4/413) paras. 103- 111. The conflict focuiei on the lack of legal
consequence* of a breach of the generally acknowledged obligations of prevention and information
according to the rules of this project.

19 See Korbach,TbeConnitiofl about State Rctpoasibihty*ndlnten^c^lJabitiy\4 Leiden Journal
of International Law (1991)72.

20 See O'Keefe, Tnnsbotmdary Pollution and the Strict liability Iisue, The Work of the International
Law Commission on the Topic of International Liability for Injurious Consequences Arising Out of
Acts Not Prohibited by International Law', 18 Denver Journal of 'International Lawand Policy(1989/
90) 145 seq. This approach raised some criticism, see L Browntie, System of the Law of Nations: State
Responsibility, Part I (1983) 49-50; J. WUlisch, State Responsibility for Technological Damage in
International Law (1978) 293-296.

21 See ILC-Report, 1991 (A/46/10) para. 236.
22 SeeAns.9and21ofdttpropoieddraAAr&des.Barbc4a,6thRepc^l990(AA^.4/428)44aDd48;

see also Barbara, 7th Report, 1991 (A/CN.4/437) para. 48.
23 See Barboza, 6th Report, 1990 (A/CN.4/428), draft Articles 28-33, and ILC-Report, 1990 (A/45/10)

paras. 520-524.
24 See Barboza, 6th Report, 1990 (A/CN.4/428) para. 62.
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(private) operator of the risk creating or harmful activity. Only residual liability, if any, should
be placed on the authorizing state.2'

The special rapporteur and me majority of the Commission26 responded positively to this new
development Although the detailed structure of the general regime on environmental liability is
not yet clearly visible, it may therefore be nsmrniH that the focus of the project has shifted from
international liability (mitigated by private remedies) to private liability (possibly to be reinforced
by some residual liability of the authorizing state). The direction of this important turn of the ILC-
project27 is largely in conformity with existing conventional liability regimes or those still under
preparation.

HL Environmental Liability Regimes in Multilateral Agreements

In the past three decades, states have concluded a number of conventions containing primary
liability rules with respect to some specific risk creating activities, especially in the areas of
international maritime, nuclear, and space law. In some cases, they accepted state liability. This
should however not lead to the conclusion that states were generally prepared to be held liable for
transnational environmental damage. On the contrary, an examination of the conventional
regimes reveals a more differentiated picture of existing state practice with far-reaching
consequences for the future development of the international law of environmental liability. For
a realistic analysis of the emergence and later application of liability rules it is indispensable to
take into account how these rules actually came into being, to explore which groups participated
in the law making process and to identify their regulatory interests. The following chapter will
analyze the extent to which it is possible to draw generalizations from the most important existing
conventional liability regimes, with a view to establishing a general regime.28

A. liability for Maritime Transport of Oil: A Model for Transnational Environmental
Liability Regimes

With regard to its ecological, economic, and political goals, the regime of liability for damage
caused by maritime transport of oil constitutes a model for modern environmental liability
agreements. Its emergence started in 1967, immediately after the accident of the oil carrier Torrey
Canyon' which had caused hitherto unprecedented damage in the English Channel. The accident
clearly demonstrated that risks relating to the transport of oil had considerably increased with the
operation of super tankers and the growth of maritime transport in general All preventive
measures as well as the existing liability rules for maritime transport proved to be insufficient. The
British government faced important financial claims partly due to costs of clean-up measures and
partly due to the political necessity to take over the considerable losses which had occurred to
private persons and territorial authorities.29 it therefore asked the states represented in the Inter-
governmental Maritime Consultative Organization (IMCO) to draw consequences from the

25 See Barboza,7th Report, 1991 (A/CN.4M37) ptra. 21.
26 See ILC-Report, 1991 (A/46/10) pans. 236-243.
27 SeeEru&sen,'DasIiabiUtyPrqjekttaII£\51Zeit*cfcr^yfraiu/£^

VMkemcht (1991) 124-126.
28 fa trwfnnieworictfthu ankle, thucwoaly be do» tos limited extenLl^

T. Cirimn^ M lylii*iifi|wtiy- Hqftung und Umwelt Interessenkonflikte im inumationalen Weltraum-
, Atom- und Seerecht (1988).

29 For the actual costs tee M.M'GomgLt,M.Zicba, Pollution, Politics and International Law. Tankers
at Sea( 1979) 146.
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accident The IMCO-Council reacted by proposing a list of 24 items for further consideration.30

Aside torn measures in the field of technics safety of tankers, traffic rules, and the right of coastal
states to intervene in the case of events dangerous for the environment occurring on the High Seas,
it proposed, with an exclusively economic objective, to formulate an improved liability regime.
Legal measures were intended to shift the costs of risks of environmental pollution linked to the
maritime transport of oil to those parties gaining profit from that activity.

The states represented within IMCO did not consider it necessary to develop the law of
international liability, for instance by putting new liability burdens on the flag state. Further, the
majority of states was not prepared to jointly shoulder the economic risk involved in the transport
of dangerous goods at sea. The representatives of Western states in particular stressed that states
should not be held liable for risks created by private industry for its own economic interest31 For
this reason, states focused on a broadened civil liability. Accordingly, the core question became
how and to what extent the oil transporting industry could bear additional liability obligations and
whether liability should be extended to the oil processing industry, which also profited from
maritime transport of oiL

The industry concerned favoured a solution in the framework of existing private maritime
liability law. Contrary to shipping interests organized in the Comite" maritime international, the
oil industry announced that it was ready to cooperate within certain limits. In 1968, major oil
companies adopted voluntarily a private liability regime,32 initially exclusively applicable to
their own tankers, but after a year it already covered more than 90 per cent of the world tanker fleet
The voluntary regime facilitated acceptance of the concept of a liability channelled toward the
ship owner and limited to an insurable amount

A diplomatic conference meeting in 1969,33 which was held in order to adopt an international
convention incorporating the new rules into the body of international law, was characterized by
the conflict of two groups of states divided over the issues of the type and amount of liability. In
general, coastal states, being possible victims of pollution, opted for strict liability. The states with
their own tanker fleets promoted the principle of fault liability, however modified by a reversal
of the burden of proof. Thus, a polarity of interests emerged which seems to be typical for
negotiations on the allocation of the economic burden of environmental harm linked to an activity
that is itself widely considered beneficiaL Whereas the majority of participating states was at the
same time dependent on the maritime transport of oil and, as coastal states, exposed to the
environmental risks involved in the activity, most delegations nevertheless clearly joined one of
the two camps.

In order to avoid a breakdown of negotiations, the model of an exclusive liability of the ship
owner was supplemented during the conference by the establishment of an international oil
pollution compensation fund thus providing an additional layer of liability and transferring part
of the economic burden to the oil processing industry. This made the initially strong resistance
against an introduction of the principle of strict liability almost disappear. Accordingly, the final
text of the convention34 provides for a limited liability of the shipowner without proof of fault
The sharing of the economic burden by several branches of industry and the rather complicated

30 See "Conclusions of the Council on the Action to be Taken on the Problems Brought to Light by the
Lou of the Torrey Canyon"*, Inter-govemmemal Maritime Consultative Organization Doc. C/ES in/
5.

31 S«'OUPoUutioo of tbeSei", 9 Horwini/nwnuwiona/Low/oumai (1969) 334-335.
32 Tanker Owiien Voluntary AgreememCoocemmgLiabiUry for OUP^

TOVALOP) 1968,8ILM (1969) 498.
33 For a description of the proccf<fingt of the conference see Heifeer, 'DaiintemationaleObereinkommen

utodteHafnagftfrSctuVtadurehOlverschmutzmgarfS^
und inumationaUs Privatrecht (1970) 230 icq.

34 International Convention on Civil Liability for Oil Pollution Damage, 1969,9 ILM (1970) 45.
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establishment of an international fund seemed to be more acceptable to states than a subsidiary
liability of the controlling, i.e. flag state.

During the drafting process of the fund convention,33 a direct participation of states in the
financing of the fund was never seriously considered. By establishing a privately financed
voluntary compensation scheme36 during the preparatory phase of the fund, the oil processing
industry demonstrated its general agreement with the envisaged second layer of liability. The
international fund could thus be based on die rules of this private modeL

Since die establishment of the oil liability regime of 1969/71, in no case have states, even on
a subsidiary basis, been prepared to take over inter-govemmental liability obligations. This is not
surprising with regard to activities which are sufficiently profitable so as not to require a shift of
economic risks of costly environmental damage to the public. The capacity of die insurance
market has considerably enlarged during the past two decades. This, combined with the
availability of additional compensation from the international fund, should mean that liability for
oil pollution damage can be covered by the polluting industry alone.37

The basic principle of this combined regime38 which stipulates a strengthened liability to be
bom exclusively by the profit gaining private industry, has been incorporated into the (draft) rules
of international regulations of liability for damage created by bom maritime39 and inland
transport40 of dangerous goods and into a convention which regulates oil drilling activities in die
North Sea area.41 All these regulations aim at an improvement of compensation for victims of
transnational environmental pollution, including states.

B. The Nuclear Liability Conventions

The regulatory goal of international law on liability for nuclear damage was completely different
It was primarily conceived to relieve the nuclear supply industry of the incalculable risks posed
by high compensation claims. To achieve this goal, the nuclear liability conventions 'channel' the
duty to compensate exclusively to die operator of a nuclear installation. They thus exonerate all
other parties involved in die development of nuclear energy from any obligation to compensate
for nuclear damage.

35 International Convention on the Establishment of an International Fond for Compensation for Oil
Pollution Damage, 1971,11ILM (1972) 284.

36 Contract Regarding an Interim Supplement to Tanker Liability for Oil Pollution (CRISTAL) 1971,2
Journal of Maritime Law and Commerce (1970/71) 70S.

37 Despite the considerably increased costs of oil pollution, the degree of coverage U a purely political
decision: *ee Smeu, The Oil Spill Risk: Economic Assessment and Compensation Limit', 14 Journal
of Maritime Law and Commerce (1983) 23 «eq.

38 In 1984, the regime has been modified by two protocols; Protocol to the International Convention on
Civil liability for Oil Pollution Damage, in International Environmental Law, No. 969:88/A and
Pmtfynlfnriif Tm«Tiiitinn»irr«ivfflrionnnthffF^h1i«hni«itpf mTntfTTtltkWllFHT^^^
for Oil Pollution Damage, ibid. No. 971^4/A.
By the end of 1991.47 states were parties to the combined regime. Additionally, 24 countries had
ratified only the oil liability convention. Beside these public international law treaties, TOVALOPand
CRISTAL, the private liability agreements of the oil transporting and the oil processing industries, still
rnnyiq^ to *ritf

39 Draft Convention on Liability and Compensation in Connexion with the Carriage of Noxious and
Hazardous Substances by Sea, 1984,23 ILM (1984) 150.

40 Convention on Civil Liability for Damage Caused During Carriage ofDangerous Goods by Road, Rail
and Inland Navigation Vessels, 1989, United Nations Economic Commission for Europe Doc. ECE/
TRANS/84 (iivhvting explanatory report).

41 ConventiononGvflLiabilirvfoOuPoIlnnoarJaiiiageRes^
of Seabed Mineral Resources, 1976,16ILM(1977) 1451.

99



Thomas Gehring and Markns Jacfatenfuchs

In the 1950s, tbc United States supply industry, whose cooperation seemed to be indispensable
for the peaceful use of nuclear energy, was not prepared to take over the incalculable economic
risk involved in this new activity..The development of the new and promising technology
threatened to be hampered unless the state or the operator of the nuclear installation were to take
over full liability. At that time insurance companies were certainly not capable of covering these
economic risks.42 In 1957, therefore, the US legislator felt obliged to channel Lability exclusively
to the operator of a nuclear installation and to exonerate all other parlies completely from the
economic risks of possible nuclear damage. The state took over the part of the economic risk which
could not be covered by private insurance.

In its early years, the exploitation of nuclear energy in Western Europe was almost completely
dependent on the American supply industry .43 Again, an effective limitation of liability was
required to avoid a cut of essential supplies. Therefore, the US nuclear energy legislation44 served
as a model for negotiation of an international convention. The negotations were started in 1957
under the auspices of the Organization for European Economic Co-operation (OEEQ and the
participants included the United States supply industry and European insurance business. With
regard to the regulatory goals of the future instrument, there was wide-ranging homogeneity of
interests. All participating West European states considered themselves in the first place as future
producers of nuclear energy and were, consequently, interested in the promotion of the new
technology and in the granting of economic privileges to it

The 1960 Paris Convention adopts the concept of an exclusive non-fault civil liability of the
operator,45 which must be covered by insurance. The contracting states were therefore bound by
the limited capacity of the insurance market46 In order to facilitate the development of nuclear
energy, they preferred to transfer the lion's share of the costs of tpossible accident to the victims
or to their home countries. Subsidiary state liability, as envisaged jn US nuclear energy law, was
highly controversial during the negotiations. However, a majority of states was not ready to
accept, in the interest of possible victims, provisions for subsidiary state financed compensation.
Instead, the Paris Convention (Annex II) refers to the existence of a possible additional basis for
inter-governmental claims according to general international law, Le. to the rules of state
responsibility. However, given their lack of precision, an application of these rules bears well-
known difficulties.

The Paris Convention alone did not achieve the regulatory goal of overcoming the obstacle
of incalculable liability which hampered the development of nuclear energy. Because of the

42 See Belser, *FT«n^n des solutions apportecs par lea loii nt)«mh*« et let conventions Internationales
tor la responsmbilite' dans le Hnmi™» de I'energie nucleaire anx probl&neju>os£ par la couvermre de
cette responsabilite \ in Droit nuc Uaire europien, CoUoque, 5-6 Miy 1966 (1968) 78.

43 See Belser,'Atomic Risks: Third Party Liability and Insurutce', in Tht Industrial Challenge of Nuclear
Energy (Amsterdam Conference) (1938) 278.

44 Price-Anderson-Amendmem of 2 September 1957 to the Atomic Energy Act; reprinted inJ.Weinstein
(ed.), Nuclear Liability (Progress in Nuclear Energy, VoL 3; Series X: Law and Administration) (1962)
377 seq.

45 ConvemiononThirdPaityUabilitymtheFleldortfacleaTEneigy, 1960,6£ii^^
268. The rules of the Paris Convention, originally limited to the European Member States of the
Organization for European Economic Cooperation (OEEQ (later the OECD), have been basically
incorporated into the 1963 Vienna Convention on Civil Liability for Nuclear Damage, UNTS, VoL
1063, No. 1-16197,263, a global convention negotiated in the framework of the International Atomic
Energy Agency (heicaftet referred to as IAEA).

46 Thi« irplirini ttw rmynrYy'"» rrillng nf rally T IS X\ S milHnn, in mfprinmil C B B rvrn mrrely I IS
$5 minipr), provided by the Paris Convention. These figures reflect the severe constraints of the
insurance market, with all etrinnma of a nuclear accident anticipating fig higher costs.
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