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Abstract

From economic point of view, liability rules are efficient provided that they
induce individuals to observe optimal risk mitigation and responsible behavior. Due
to the inefficiency of traditional global maritime liability law in dealing with oil
pollution, a special liability regime has gradually evolved from 1969. This system
consists of following key elements: Strict Liability with the Defense of Contributory
Negligence, Assigning liability of oil tanker owner and greatly increasing limits of
liability. Under this evolving system, compensation for oil pollution will be paid out
of the International Oil Pollution Compensation FUND of 1992 and its
Supplementary Fund of 2003 which are financed by contributions levied on oil
companies. Some writers have argued that determining financial limits may have
some negative effects on tanker owners’motivations to take optimal care, while
channeling of liability rule may induce other effective individuals to reduce their
optimal care level. They have also maintained that financial contribution
mechanism of the FUNDs should be revised so that contributions are more risk
related. Our analysis, however, indicates that the current system has been efficient
in prevention of loss and has induced optimal behavior of tanker owners with
respect to cost effective maintenance of vessels to minimize likelihood of oil spills.
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