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WHY IT’S IMPORTANT

Effective penalties are essential to ensure compliance with Extended Producer Responsibility (EPR) obligations.
Where penalties are weak, inconsistently applied, or poorly designed, non-compliance becomes a rational
business decision rather than an exception. This undermines the credibility of EPR systems, disadvantages
compliant producers, and weakens environmental outcomes.

Despite EPR being a long-standing policy tool in the EU, penalty frameworks remain highly uneven across
Member States, reducing their deterrent effect and contributing to persistent freeriding and enforcement gaps.

THE PROBLEM

Penalty regimes in many EPR systems are insufficient to deter non-compliance, for several interrelated
reasons:

« Penalties do not outweigh the benefits of non-compliance: In some Member States, penalties for failure to
register, report, or pay fees are lower than the costs of compliance, making freeriding an economically
attractive option.

« Inconsistent design and application: The level, structure, and application of penalties vary widely across
Member States, leading to unequal enforcement conditions and competitive distortions within the internal
market.

« Weak link to monitoring outcomes: Even where non-compliance is identified, penalty frameworks are not
always applied systematically or proportionately, limiting their ability to reinforce monitoring and
enforcement efforts.

« Limited deterrence for cross-border and distance sellers: Inadequate penalties particularly affect the
enforcement of obligations on distance sales, where detection is more difficult and enforcement
mechanisms are often weaker.



WHAT NEEDS TO CHANGE

Strengthening penalties requires clear, dissuasive, and
consistently applied penalty frameworks that ensure
non-compliance is no longer financially advantageous,
reinforce monitoring and enforcement efforts, and support
equal treatment of producers across Member States. Penalties
must be sufficiently robust to deter freeriding, protect
compliant producers, and uphold the integrity of EPR systems
and the internal market.

To achieve these objectives, the following priority actions are
required:

Set minimum EU requirements for effective penalties: Establish baseline expectations to ensure penalties:
o Clearly exceed the economic gains from non-compliance
o Are proportionate to the severity and duration of the infringement
o Apply to all obligated producers, including distance sellers

« Ensure penalties are linked to monitoring and enforcement outcomes: Clarify that detected non-compliance must
trigger timely and consistent penalty action, reinforcing the credibility of monitoring systems and compliance
obligations.

« Reduce divergence across Member States: Use targeted amendments and implementing acts under the Circular
Economy Act to limit extreme variation in penalty design and application, while respecting national enforcement
structures.

« Protect the level playing field: Ensure penalty regimes support fair competition by preventing free-riders from
undercutting compliant producers and shifting costs onto those who meet their obligations.

KEY TAKEAWAY

Penalties only work when non-compliance is no longer a viable business strategy. Clear, dissuasive, and consistently

applied penalty frameworks are essential to deter freeriding, protect compliant producers, and ensure EPR systems
deliver credible environmental outcomes across the EU.
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