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1. RECOMMENDATION FOR ACTION BY THE SPC

The SPC is invited to:

« Endorse the Revised European Strategy for Envirotehdccounting, as presented
in the draft report of the Task-Force (annex I)

* Endorse the Eurostat's Implementation Plan (anijex |

» Take note of the first draft of the analysis ofeets and implications regarding a
proposal for a legal base for collection of envimramtal accounts data (annex Ill).

2. BACKGROUND

In November 2003, the European Strategy for Enwiremtal Accounting (ESEA)
developed by a high level Task Force was endorsedhé Statistical Programme
Committee (SPC). It was foreseen that the stratemyld need to be revised within five
years.

In 2007 the Task Force was re-convened to reviedrawmise the strategy. The mandate
of the ESEA Task Force was approved by the WorkBrgup on Environmental
Accounts and subsequently by the DIMESA (Directarigeting on Environment
Statistics and Accounts). The Task Force met om@907 and once in 2008.

The Task Force reviewed the strategy from 2003gimt lof country developments in the
various types of environmental accounts and tHalityaand willingness to continue this

development while also considering current and ldgweg policy needs. The Task Force
also considered a possible legal basis for thearBavironmental Accounting.

The draft report of the Task-Force was presentatdlddIMESA in June 2008, together

with an implementation plan and a first draft ofaaralysis of the effects and implications
regarding a proposal for a legal base for collgctenvironmental accounts, both

developed by Eurostat. There was a general suppdine proposed revised strategy and
to the implementation plan, but some concerns wgpgessed about the opportunity to
develop a legal base.

3. PoLICY CONTEXT

Since the adoption of the first ESEA in 2003, Ewap leaders have recognised the
important role of Environmental Accounting, as astiument to measure targets of
Sustainable Development, of the Lisbon strategytaaaf EU environmental policy.

In June 2006, the European Council adopted “an tawnkiand comprehensive renewed
EU Strategy for Sustainable Development.” It wagnthstated that: “For better
understanding of interlinkages between the thregedsions of SD, the core system of
national income accounting could be extended bgriatia integrating stock and flow
concepts and non-market work and be further elabdrdy satellite accounts e.g.
environmental expenditures, material flows andrigkinto consideration international
best practices.”
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The EU's seven environmental thematic strategigs @also relevant input to the revision
of the ESEA. These seven thematic strategies aedban the priorities of the"&EU
Environmental Action Programme and refer to: aitysmn; prevention and recycling of
waste; protection and conservation of the maringrenment; soil; sustainable use of
pesticides; sustainable use of resources; urbaroanvent.

Finally, at the conference on ‘Beyond GDP’ in Novmmn 2007 Commissioner Dimas on
the part of the European Commission announcedahalicy Communication will be
presented in 2008 developing the conclusions of civeference into a roadmap for
action. He concluded thawe will also need to speed up and improve the bigreent of
integrated accounting in the social and environraénsphere$ According to
Commissioner Almunia, in the long term, integratedvironmental and economic
accounting is likely to be thistrongest toolfor supporting the promotion of well-being
and progress

4., CONSEQUENCES OF THE PROPOSAL FOR THEM EMBER STATES

The main objective of the revised strategy is tsuea the availability of important
environmental accounts data from all European cmsand to enable these data to be
harmonised, timely and of adequate quality, in obtdefacilitate their use in developing
and informing policy.

A key element is to focus the implementation wonkaocore set of priority areas where
data sources exist and where accounts should kiged regularly and in a timely
fashion. Resource requirements for environmentawaating are quite small. Key

environmental accounting areas are now largely Idpee, a large part of the initial

investment has been made and human resourcesreaidyain place in many countries.
The value added of environmental accounting is vaweonsiderable through making
best use of environmental statistics and other dathsignificantly enhancing analytical
uses of statistical data.

Primary data for environmental accounting, alongsithe national accounts, are
environment, energy, transport, forestry and otftatistics as well as other data held by
ministries, specialised institutions and environtakagencies. Environmental accounts
do not generally require new data collection buwgate additional uses for national
accounts data (e.g. supply-use and input-outpuéggbfor environment statistics and
other areas of statistics.

5. OUTSTANDING ISSUES

At this stage, only a draft version of the analydishe effects and implications regarding
a proposal for a legal base for collection of emwmental account data is presented in
annex lll. In particular, a proper estimation o trequirement for new resources in the
Member States is not yet possible, as it will deben the content of the proposal. The
analysis will be improved and completed during pinecess of defining this content. A

revised version will accompany the proposal wheanstted to the SPC.

! Please consulittp://www.beyond-gdp.edbr further information.
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6. RISKASSESSMENT

Failure to provide EU-wide data would have severahsequences. Accounts and
indicators that are needed to inform policy maketsbe compiled outside the Statistical
System in ad-hoc ways, less well co-ordinated wattio-economic statistics, without the
use of agreed standards, and delivering less leliahd less comparable results. The
benefits from a European approach (common standatusring of best practices,
comparable data etc.) will not materialise whereagronmental issues are often of an
international nature. Failure to implement an apphotowards integrating economic and
environmental data sets will make regular dataectithn less efficient and will permit
less use of existing data. The substantial investnmeenvironmental accounting would
not be utilised fully.

7. NEXT STEPS

Once approved by the SPC, the revised ESEA 2008b@iimplemented by Eurostat
according to the plan presented in annex |II.

A draft proposal for a legal base to cover theemibn of Environmental Accounts data
from Member States will be submitted for opiniontlhe SPC before the end of 2009. It
will be accompanied by a revised and completedimersf the analysis of its effects and
implications.
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Annex |

The European Strategy for Environmental Accounting
- Draft report from the ESEA Task Force

Maintaining Europe's leadership in environmentatoaating is important and is one
reason the existing ESEA-2003 has been reviewed randwed. Accelerating the
production of data, documenting existing statisticallection approaches, extending
environmental accounting methodologies and encogeatpe use of accounting data in
policy relevant analyses are some of the drivingdse for focusing the European efforts
regarding environmental accounts.

Environmental-economic accounting helps to bringetber statistics in coherent

frameworks or accounts that allow disparate dagasetbe coordinated in such a way that
cross-cutting analyses can be made with confidehige.accounting framework allows

an evaluation of the different sets of informatianluded in the accounts and helps to
eliminate double counting and identify areas that @ot yet covered in the statistics
collected.

Once the datasets have been coordinated, alre&tingxanalytical methodologies, such
as input-output analysis, can then be extendeddiode environmental and potentially
social dimensions. But these types of methodolbgasalytical extensions require

datasets that use the same system boundariesassifichtion systems for the different
types of data included in so-called integrated antoin order to produce reliable results.
This is the particular advantage of environmentaoanting over a set of different

environmental statistics.

The main recommendations of the Task Force isnmdtate a strategy that will help to

assure the availability of important environmendaicounts data from all European
countries and will enable these data to be harrednigmely and of adequate quality, in

order to facilitate their use in developing andmiing policy. In addition, the strategy

will also encourage the further development of emwnental-economic accounts as a
statistical area.

This is a European strategy for environmental asting with a focus on the statistical
developments that are needed. In Europe, Eurosicttlae European Environment
Agency are taking the lead in the data and metlogichl developments for
environmental accounts. They actively seek collation with researchers and
international bodies such as OECD and UNCEEA.

1. REVISING THE 2003 EUROPEAN STRATEGY FOR ENVIRONMENTAL ACCOUNTING
(ESEA)

In 2003, the European Strategy for Environmentaiodmting (ESEA) was developed by
the high level Task Force ‘European Strategy foviEemmental Accounting’ and was
adopted by the Statistical Programme Committee |SP@as foreseen that the strategy
would need to be revised within five years.

In 2007 the Task Force was re-convened to reviedrawmise the strategy. The mandate
of the ESEA Task Force was approved by the meetaighe Working Group on
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Environmental Accounts and subsequently the DIME@Airector's meeting on
Environment Statistics and Accounts) in 2007. TlaesKIForce met once in 2007 and
once in 2008.

The Task Force was to review the strategy from 200@)ht of country developments in
the various types of environmental accounts anil #mlity and willingness to continue
this development while also considering current dadeloping policy needs. The Task
Force was also asked to consider a possible leggt for the area of Environmental
Accounting.

2. DEVELOPING ENVIRONMENTAL ACCOUNTS

The tasks for developing and implementing enviromialeaccounting have been a shared
international effort. The London Group and the BdilNations Statistical Division has
contributed largely to the conceptual developménteugh their work with the SEEA
(1993, 2003-draft, Operational manual 2000). Indper Eurostat has contributed to the
process of harmonization, the development of caatipih guides and has provided
assistance to help establish the production of datthe national level in European
countries. In addition Eurostat has calculated Elireates.

Work on analysis, tools and methodologies has hargeen initiated by countries and
research institutes and has been used to bringnthigtical results into the policy making
sphere. All of these different developments, cotwap methodological, analytical and
policy use are part of environmental accountingwailldneed to continue to develop in a
cooperative way in the future.

The handbook for Integrated Environmental and EogocAccounting (SEEA 2003)
describes four main types of environmental accounts
1. Physical flow accounts including hybrid (NAMEA) axmts;
2. Economic information on the environment (economativities and products
related to the environment and other environmentalhted transactions);
3. Natural resource asset accounts;
4. Valuation of non-market flows and environmentaliijusted aggregates (adjusted
for depletion, degradation and defensive expenakiur

Development in all of these different areas cor@sand needs to be encouraged in the
future, however, the Task Force recommends thaEthtepean Statistical System (ESS)
will focus on specific areas in the coming periodorder to establish these important
information systems in all European countries. Tedphidentify where to focus the
efforts, a review of the state of play has beenenad

3. ENVIRONMENTAL ACCOUNTING IN EUROPE, STATE OF PLAY

In 1994, the European Commission identified the nmhanes of action for the
development of &reen National Accountinfamework based on satellites to National
Account$. Since then, Eurostat, in collaboration with MemBeates’ statistical offices

2 COM (94) 670 Directions for the EU on Environméritalicators and Greened National Accounting —
Integration of Environmental and Economic InforroatSystems.
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and DG Environment’'s financial support, has devetb@and implemented different
accounting modules that cover almost all types o€oants of theSystem of
Environmental and Economic Accountif§EEA) and in theEuropean Strategy for
Environmental AccountinESEA 2003).

In the context of revising the ESEA in 2008, Euabstommissioned a study in 2006 to
assess the progress made by European countriée inompilation of Environmental

Accounts from 2000 onwards in order to facilitate strategic planning for the further
development of Environmental Accounts in Europe amls 2010 and beyond. This
assessment is based on the examination of 135tsemoipilot studies, as well as on an
interview survey to experts in charge of EnvirontaérAccounts in the European
countrie$.

Regarding Environmental Protection Expenditure, reooy-Wide Material Flow

Accounts, and NAMEA air emissions, an excellentesta play is seen for 6 countries:
Germany, lItaly, Austria, Finland, Sweden and Unit€thgdom. They are already
compiling statistics for all three accounts on gutar basis. Another 14 countries
(Belgium, Bulgaria, Czech Republic, Denmark, EstpnSpain, France, Lithuania,
Hungary, Netherlands, Poland, Portugal, Slovemal, ldorway) are active in all three
areas too.

Ireland does not compile Environmental Expenditla&a but is engaged in the two other
modules. Cyprus, Latvia, Romania and Switzerland are not mibng NAMEA air
emission accounts, but are involved in the two oéneas. It should be noted that except
for Ireland and Cyprus, all these countries ar@lved in other areas of environmental
accounting such as Accounts for Environmental Taxesalso Asset Accounts.

Greece and Slovakia only compile Environmental Exitere data. Luxembourg and
Malta do not compile Environmental Accounts at all.

In addition to the efforts by the European StatatiSystem, the European Environment
Agency (EEA) is playing an important role in deyalyy ecosystem and land use
accounts, as well as performing analyses of exjstata from environmental accounts to
identify patterns of sustainable consumption aratipction. The demand for the spatial
dimension to be included in datasets as well as ftimetioning and valuation of
ecosystems is increasing and the EEA is takingehd in developing these areas. The
Task Force recommends that Eurostat and the EEAperate closely on these
developments.

4. ENVIRONMENTAL ACCOUNTING WORLDWIDE

At the international level, the London Group preghra handbook ornntegrated
environmental and economic accounts (SEEA). Th# deasion was approved by the
UN Statistical Commission (UNSC) in March 2002 ($EE03).

® Environmental accounts - State of play of receatkwReport to Eurostat, 2008. Carried out by Jean-
Louis Pasquier, KRD-Services. The full report widl available on Eurostat’s Website in the dedicated
section for environmental accounts
(http://epp.eurostat.ec.europa.eu/pls/portal/urdfRGP_DS_ENVACC/PGE_DS_ENVAQC
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In March 2005 the UNSC established the United Mati€ommittee of Experts on
Environmental-Economic Accounting (UNCEEA), whickeoall objectives are: (a) to
mainstream environmental-economic accounting aladee statistics; (b) to elevate the
System of integrated Environmental and Economic ofating (SEEA) to an

international statistical standard; and (c) to awbeathe implementation of the SEEA in
countries.

The SEEA 2003 is currently being revised by UNSCcamjunction with the London
Group under the auspices of UNCEEA. The aim ofréivésion is to prepare a statistical
standard covering all aspects of environmental @uiog, expected to be approved by
the UN Statistical Commission in 2012.

On the other hand, other important work is beingeddy other partners. OECD is
developing a comprehensive set of documents on rihtelow Accounts, some of
which in close cooperation with Eurostat. The ESHAS8 takes into account the ongoing
revision of the SEEA 2003 and other internationdlatives referred to above.

5. ENVIRONMENTAL ACCOUNTING POLICY DEMANDS AT EU AND NATIONAL LEVEL

Since the adoption of the first ESEA in 2003, Ewap leaders have recognised the
important role of Environmental Accounting, as astiument to measure targets of
Sustainable development, of the Lisbon strategytheaf EU environmental policy.

During its 15-16 June 2006 meeting, the Europeann€ib adopted “an ambitious and
comprehensive renewed EU Strategy for Sustainal@eeiBpment.” In the renewed
Sustainable Development Strategy it is stated thaar better understanding of
interlinkages between the three dimensions of 8B,core system of national income
accounting could be extended by inter alia intéggastock and flow concepts and non-
market work and be further elaborated by satelbiounts e.g. environmental
expenditures, material flows and taking into coesation international best practices.”

In March 2005, the European Council re-launched ltsbon strategy and New
Integrated Guidelines for Growth and Jobs 2005-8ewadlopted in June 2005. They
provide guidance to Member States and the Commms$iw establishing reform

programmes. Guideline 11, which has the main direlgvance for the environment,
includes recommendations on the major environmepahty issues with an economic
dimension: renewable energy, transport, use of@oaninstruments, implementation of
the Environmental Technologies Action Plan (ETABIpdiversity, climate change and
the Kyoto targets. Environmental accounts couldused to monitor EU and European
countries' progress in these areas.

The EU's seven environmental thematic strategiesao relevant input to the revision
of the ESEA. These seven thematic strategies wiptad by the European Commission
during 2005-2006, are based on the priorities @& @ EU Environmental Action
Programme and refer to: air pollution; preventiowl @aecycling of waste; protection and
conservation of the marine environment; soil; dnstale use of pesticides; sustainable
use of resources; urban environment.

In November 2007, during the high level confereoneéBeyond GDP” held in Brussels,
the European Commission announced that a policyraamcation would be presented in
2008 developing the ideas of going “beyond GDP’oird roadmap for action.
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Improvement and development of integrated accogrnitirthe social and environmental
spheres were part of this announcement. This conuation is expected to be issued in
autumn 2008.

Also at the national level, the accounts can serveimber of policy purposes. As the
accounts describe the environmental pressure frioen economy as a whole, both
production and consumption, it is possible to |dakher than established environmental
policy, and distinguish other trends than are ugugbparent from sectoral statistics.
Analyses are made on the performance of differeshtistries, on public authorities and
on households.

It is possible to see how trade of goods and sesvaffect the overall environmental
pressure of the economy. Through the connectidheémational accounts, the linkage to
standard economic models is easily made, be thegyoecetric or general equilibrium
models. It is possible to link to employment datag thus to analyse some of the trade-
offs that are debated in the environmental-econarea. Analysis of different types of
households can be made through linking to housetuetial

Moreover, the accounts give the possibility toeasshe importance and the coverage of
the economic instruments that are being used asialement to the legal instruments in
environmental policy.

6. ASSESSMENT OF THEESEA

The ESEA Task Force has observed the following €onog the 2003 ESEA:

In general, the document is of good quality andstdl reasonably up-to-date.
Environmental accounts are a flexible, multi-pugegstem allowing analyses which can
answer long-term political questions and informafgput strategic direction. The existing
ESEA-2003 is a comprehensive document. As a fiegt, g¢his proved to be very helpful
since it constituted an exhaustive inventory ohatidules of environmental accounts and
the recognition of the huge variety of work the iemymental accounts encompass.

However, some adjustments to the ESEA are recomedetadreflect recent changes in
environmental, economic and political prioritiesail challenges considered are:

» Data collection in all areas proved to be veryidift (or even impossible)
especially under the current gentlemen’s agreemegiine. It is preferable to
concentrate effort in collecting data in some ledimodules rather than dispersing
our energy in all modules with little use as no ptete European picture emerges
from fragmented data.

» Data collected on a gentlemen’s agreement areararglly of sufficient quality, in
terms of harmonisation, country and time coveragé, reference to the modules of
environmental accounts. It is necessary to go ¢oee forward and adopt an EU
regulation for data collection on environmentalagots (for the priority modules).

* To make the accounts politically relevant at EUelethey have to have broad
coverage of data provided with adequate timeliness.

* Environmental accounts developed and compiled mojigineeds to be concordant
with the SEEA and the ongoing revision of this maninternational cooperation
(UNSD, UNECE, UNEP, OECD, etc.) and cooperationhwilie main actors in
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Europe (DG Environment, EEA and JRC) is also vital the use and further
development of environmental-economic accounts

* Increasing focus on products and sustainable copom patterns, product
policies and green procurement rather than justpmduction and industries.
Methodologies to include this focus need to be bigpes.

* Increasing focus on market based instruments, tédkees, emission trading
schemes, environmental subsidies and potentialtiyammental harmful subsidies.
Once the data is available on these issues therdimuental Accounts form an
excellent basis for analysing these phenomenaumtlerstanding that environment
protection also creates business opportunitiestwpits a focus on environmental
protection revenues and job creation (instead bf looking at expenditure).

« It is important to give higher visibility to envinmental accounts by using the data
as sources for indicators and analysis. The pramaif environmental accounts to
decision makers, researchers, policy analystsk tfainks and NGOs and the public
is an important vector of development.

» Ecosystem accounts were identified as a rapidlyeldging field attracting
increasing interest. These accounts complementtrdmitional environmental
economic accounts. The Environmental Accounts hidnee perspective of the
economy and ask how much pressure the economyoputee environment and
how much it costs to prevent and/or reduce thessspres. Eco-system accounting
complements this view by asking how much the eabesys contribute to value
added, societal welfare and human well-being andtih extent economy and
society are adversely affected by environmentatatégion.

7. THE RENEWED EUROPEAN STRATEGY FOR ENVIRONMENTAL ACCOUNTING

This strategy will help to assure the availabibfyimportant environmental accounts data
from all European countries and will enable theatado be harmonised, timely and of
adequate quality, in order to facilitate their usedeveloping and informing policy. In
addition, the strategy will also encourage theheirtdevelopment of environmental-
economic accounts as a statistical area.

The Task Force identified the following maobjectives for the ESEA-2008:

» At European level, to give priority to regular puation of acore set of accounts

* At national level, that National Statistical Inatés maintain and potentially expand
their work on environmental accounting, with the imabjective of providing
harmonised, timely data with appropriate quality

In line with the diagnosis described in sectionn@ avith the intention of reaching the
objectives enumerated above, the Task Force agneealset ofrecommendationsfor
the renewed European Strategy for EnvironmentabAeting.

The recommendations are the following:

7.1. Setting priorities between the four main typafs environmental accounts
described in section 2

7.2.  Setting priorities taking scarcity of ESS @ses into account

7.3. Establishing a legal base for EnvironmentaicAmts
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7.4. Providing harmonised, timely data of apprderiguality

7.5. Promoting Environmental Accounts to policy m@ researchers and policy
analysts

7.6.  Next revision of the European Strategy foriEotmmental Accounts (ESEA)

7.1.  Setting priorities between the four main typesf environmental accounts

Eurostat’s priority setting is at this stage clgadliven by both data availability and
availability of methodologies for certain moduldsenvironmental accounting. Still the
utility of the modules compiled, both at countrydéand at European level, has to be
considered regarding both user needs and policgvarte but also analytical
possibilities.

The Task Force recommends that the priority foriremmental accounts will focus
primarily on physical and monetary flows includirfg/brid (NAMEA) accounts,
economic information on the environment (econonutivdies and products related to
the environment and other environmentally relateghdactions such as taxes and
subsidies). More specific recommendations for thessounts are described in section
7.2.

In the late 1990s some of the work on EnvironmeAtadounts in Europe was focussed
on natural resource assets including the subssdta®f petroleum and natural gas, fish
and forest assets. Asset accounts are important stone countries and the

implementation of asset accounts in countries veititbstantial natural resources is
encouraged.

However, after European-wide pilot data collectiase made for petroleum and natural
gas subsoil assets and forests, it was decided thieatsubsoil assets are primarily
important for those countries with an abundancéhee types of natural resources but
that European-wide collection will not be given ighhpriority. Therefore, in the near
future, only forestry accounts will be collectedpsst of the forestry statistics reporting
system.

In addition, national wealth calculations and irddrs requiring natural resource asset
data will also not be considered a high priorityhas time.

In 2007 the Task Force re-affirmed the positiontestain the 2003 strategy that the
valuation of environmental damages and degradatimh adjusted national accounts
aggregates are not given priority at the Europesallas part of the ESEA. However, if
such exercises are undertaken by countries or ridseastitutes, then the national
statistical institutes are encouraged to contritmité their expertise and by providing
environmental accounts data.

7.2.  Setting priorities taking scarcity of ESS resarces into account

Some of the environmental accounts are advanceagbneith regard to methods and to
data availability in the European countries thgutarly reported data to Eurostat can be
expected.
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With the limited resources, human and financiahilable currently in the ESS and at
Eurostat, the following modules could be implemdnia the near future (within
approximately 2 years): some types of environmeeaigdenditure accounts especially
those that feed into the Joint Questionnaire onrenmental protection expenditures and
revenues, NAMEA air emission accounts and economdgwaterial flow accounts. It is
also expected that estimations for EU-aggregatesddiadso be desirable.

The development in the medium term (2-3 years)a dadllection for the areas of
NAMEA energy and NAMEA waste accounts, and envirentally related transactions
(e.g. environmental taxes, environmental subsid@sjording to standard industry
breakdowns should be considered.

In the longer run (4-5+ years) — after the develephof adequate methodologies and
data availability — the data collection should k&erded to include economic activities
and products related to the environment (for exapphvironmental Goods and Services
Industry), transactions related to resource managenMFA according to industry
breakdowns and potentially NAMEA water accounts.

In addition to the focus placed on these core artees Task Force recognises that
developments of other types of Environmental Acésame necessary. By supporting the
ongoing revision of the SEEA to which the Londono@y contribute, a number of
European countries and Eurostat will ensure thatddgwvelopment of accounts that meet
policy requirements in the future is taking place.

Cooperation with the European Environment AgendgAEin the area of eco-system
accounts and land use is foreseen as well as ctageeration in the use of environmental
accounting data for analytical and research pugpo€ellaboration on all themes for
which a European Environmental Data Centre is éstednl shall take place. The work
done by the OECD and UNEP shows that material flowsource productivity and

efficiency are important areas in which Eurostatl @auropean countries need to
participate and contribute.

7.3. Establishing a legal base for Environmental Amunts

In section 5 the description of policy demands dh &d national level formulated a
pressing demand that environmental accounting t@ome available as soon as
possible to support the analysis and developmeahwafonmental policy. European level
estimates are also needed in a number of diffexsrds and especially with respect to
indicators.

In order to assure full data coverage and harmbaisat is recommended to initiate the

formulation of a legal base for environmental acteu This means that, under a
framework regulation, the European Member Statdsbeiobliged to transmit data on a

number of modules of the environmental accountsy Gwdules, where the methods are
well described, are accepted among the MembersSaaie are priorities at the European
level, will be included in a first stage. Other mtes can be added when they are
esteemed to be mature enough and shown to adgt atibugh to be included.

The legal basis is expected to ensure the meaesith the objectives. It will help ensure
that adequate resources for the establishment @& dampilation systems, for the
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development of environmental-economic accountstHerregular production of timely,
statistical environmental accounting data of goodlity become available at the NSIs.

7.4.  Providing harmonised, timely data of appropride quality

In complement to the legal basis, and in orderdsish the European countries in the
establishment of these national environmental-esonaccounting systems, Eurostat
will continue to: - develop manuals, compilatioridglines, and handbooks; - ensure that
these tools are used when compiling national Esd provide trainings to help facilitate

the compilation of environmental accounts in Eusspeountries that are harmonised and
internationally comparable. Eurostat will also healpuntries establish systems for

environmental accounts through available financigpgrams such as grants, in

particular addressing the countries where envirartateaccounts are not yet developed
to an adequate degree.

The existence of an agreed set of compilation nuistlamd manuals is vital for improving
data quality, coverage and harmonisation. The Teaske recommends that adequate
resources are allocated both in Eurostat and alshd European NSIs to ensure the
development of methodologies and manuals.

Together with ensuring data availability, bettendliness of the data is crucial. In the
short to medium run, Eurostat will in cooperatioithwesearchers and the European
countries develop methods to estimate more cudaté which can be very useful for
policy purposes. The efforts should focus on ave@ere methods are mature enough and
compilation methods and harmonisation already tee obtained to a large degree.

On the even longer term it could be expected ttsr wlemands will instigate the
development of sound data estimation systems tbatdibe able to now-cast data with
an even shorter time lag.

7.5. Promoting Environmental Accounts to policy makrs, researchers and policy
analysts

The formulation of a strategy for disseminating Emwmental Accounts is a core part of
the work of the UNCCEA (UN Committee of Experts Bnvironmental - Economic
Accounting).

The European countries are promoting EA mainlywgbsites and publications. At EU

level Eurostat is promoting this tool mainly viativeb site dedicated section to EA and
their contribution to the Structural Indicators arkde Sustainable Development
Indicators.

DG Environment, the Joint Research Centre, Eurastdt the European Environment
Agency (the so-called "Group of Four") are deveigpihe so-called Environmental Data
Centres (EDC), which aim is to facilitate gatheramgl assessment of environmental data
with a view to supporting overall environmental ipgl goals. The environmental
accounts can be an important data source for th€seEénd, in the future, they are
expected to be an excellent tool for disseminagngironmental accounts. Eurostat is
responsible for three Data Centres: EDC on NatResources, EDC on Wastes and
EDC on Products, and it will play an important rdige to the EU focus on sustainable
production and consumption patterns, product pesieind green public procurement.
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To be able to answer some of the challenges rarsezlg. the focus on sustainable
production and consumption patterns etc. the anpalytaspects of environmental
accounting have to be explored and developed amdesults further promoted. Among
the challenges to consider in the longer run -nmenitioned in the strategy above - could
be: comparing pressures on the environment with ¢heying capacity of the
environment; accounting for ecosystem servicesuatain; tools to analyse how
degradation of the environment harms the econoodait and in the future); measure
how much employment is generated by environmemtakption activities, evaluation of
whether marked-based policy instruments are inocrglgsused.

7.6. Next revision of the European Strategy for Envonmental Accounts (ESEA)

Having in mind a quickly evolving world where ecomc, environmental, social and
political priorities change rapidly, it is propostdrevise the ESEA on a 5 year basis and
reconvene the ESEA Task Force as needed for thiope.
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8. ABBREVIATIONS

DG

DIMESA

EA

EDC

EEA

EFTA

ESEA

ESS

ETAP

EU

EW-MFA

JRC

MFA

NAMEA

NSI

OECD

SEEA

UNCEEA

UNECE

UNEP

UNSC

UNSD

Eurostat E-3

Directorates-General

Director's meeting on Environment Statistemd Accounts
Environmental Accounts

Environmental Data Centres

European Environment Agency

European Free Trade Association

European Strategy for Environmental Accounts
European Statistical System

Environmental Technologies Action Plan

European Union

Economy-wide Material Flow Accounts

Joint Research Centres (a DG of the Europeamtssion)
Material Flow Accounts
National Accounting Matrix Including Environemtal Accounts
National Statistical Institutes

Organisation for Economic Cooperation anddlgyment

Handbook of National Accounting — Integratedivitonmental and
Economic Accounting

UN Committee of Experts on EnvironmentalcoBomic Accounting
Economic Commission for Europe of the Uniwations

United Nations Environment Program

United Nations Statistical Commission

United Nations Statistical Division
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Annex I

EUROSTAT’SENVIRONMENTAL ACCOUNTING ACTION PLAN 2009-2010

Introduction

At the conference on ‘Beyond GDP’ 19-20 Novembed72Commissioner Dimas on the
part of the European Commission announced that l@yp@ommunication will be
presented in 2008 developing the ideas of goingobd GDP’ into a roadmap for action.
He concluded that “we will also need to speed u@ enprove the development of
integrated accounting in the social and environalerdpheres”. According to
Commissioner Almunia, in the long term, integratedvironmental and economic
accounting is likely to be the "strongest tool" gmpporting the promotion of well-being
and progress

In 1994, the European Commission identified the nmbanes of action for the
development of &reen National Accountinffamework based on satellites to National
Accounts. Since then, Eurostat, in collaboratiorthwiEuropean countries’ statistical
offices and DG Environment’s financial support, hdsveloped and implemented
different accounting modules that cover almosttgdes of accounts of th8ystem of
Environmental and Economic Accountif§EEA) and in theEuropean Strategy for
Environmental AccountinESEA). The ESEA was approved by the SPC in 28088,
prioritised the development of different moduleglascribed in section 0 below.

In the context of revising the ESEA in 2008, Euadsbommissioned a study to assess the
progress made by European countries in the conguiladf Environmental Accounts
from 2000 onwards in order to facilitate the refi@e on the further development of
Environmental Accounts in Europe towards 2010. Téssessment is based on the
examination of 135 reports, as well as on an im@nsurvey to experts in charge of
Environmental Accounts in the European countries

20 EU countries plus Norway and Switzerland haver@gramme for Environmental
Accounts of which 6 countries have a legal basistlie accounts. A main conclusion
from the assessment was that Eurostat’s priodtesmethodological support is the most
important factor influencing the countries’ decrsito develop one module or another.
One can estimate that a large amount of the totairéhmental Accounts data produced
since 2000 resulted from pilot studies that weraricially supported by the European
Commission. A large number of countries have exga@shat a lack of resources is a
main barrier encountered for developing EnvironrakAtcounts.

4 Please consultttp://mww.beyond-gdp.edbr further information.

® Environmental accounts - State of play of receatkwReport to Eurostat, 2008. Carried out by Jean-
Louis Pasquier, KRD-Services. The full report widl available on Eurostat’s Website in the dedicated
section for environmental accounts
(http://epp.eurostat.ec.europa.eu/pls/portal/urdfRGP_DS_ENVACC/PGE_DS_ENVAQC

Eurostat E-3 16 CPS 2008/68/7/EN — 18/09/2008



Setting priorities taking scarcity of ESS resource@to account

A Task Force has discussed a draft revised ESEA.208e recommendations are
divided into the near future (1-2 years), the medierm (2-3 years) and the longer run
(4-5+ years):

It is recommended in the near future (within apprately 2 years) to focus the efforts
regarding the compilation of environmental accowmtshe following modules:

»= some types of environmental expenditure accoumsoealy those that feed into

the Joint Questionnaire on environmental proteatigpenditures and accounts,

= NAMEA air emission accounts (including GHG emissiprand

= economy-wide material flow accounts.
The study on progress in the European countriesvshibhat, in line with these
recommendations, the European countries have ctratesh most of their efforts in these
three core areas In this implementation plan it is recommendedattach the first
priority to filling the remaining gaps for these st@dvanced modules.

In the draft ESEA 2008 it is recommended that xeetbpment in the medium term (2-3
years) should include: data collection for the area NAMEA energy and NAMEA
waste accounts, and environmentally related traiosecaccording to standard industry
NACE groups (e.g. environmental taxes and subgidies

In the longer run (4-5+ years) — after the develephof adequate methodologies and
data availability — the data collection should k&erded to include economic activities
and products related to the environment (for exapphvironmental Goods and Services
Industry), transactions related to resource managenMFA according to industry
breakdowns and potentially NAMEA water accounts.

Thesesecondary priority areaseither offer potential improvement in terms of lgaes
(energy and environmental tax accounts for NAMB#Enefit from a recent institutional
progress (waste and water accounts) or econom@a@went (environment industry).

As part of the strategy, a legal base is being ldpeel for collection of data on

Environmental Accounts during 2009. The legal b@seproposed to address the
framework of Environmental Accounts but data traission commitments will only

concern the most developed core areas. An anatyseffects and implications (as
prescribed by the project management methodolodgunostat) of this initiative will be

submitted to the SPC in November 2008.

Another core element of the strategy is to contiRueostat’s Environmental Accounts
Grants program in the coming years. Clear priowill be to prepare the European
Countries for the legal base.

The aim of this implementation plan for the worlkEuarostat on Environmental Accounts
is to set targets and determine action that wiluea better data/country coverage for fthe
three Eurostat core areas of the Environmental éaiso Further the possibility of
advancing in other important areas of the enviramaleaccounts will be discussed.

Eurostat E-3 17 CPS 2008/68/7/EN — 18/09/2008



1. THE THREE EUROSTAT CORE AREAS

Goal 1 of the Environmental Accounts implementation plan: by end 2010 all EU
Member States and ESS associated countries (rereained European countries)

reporting data to Eurostat according to existingdelines in the three Eurostat ca
areas. The suggested way of approaching this dgallevould be to identify the countri
that need to increase the activities in these asrabto actively encourage and supy

Are
re
2S
ort

the development of the missing accounts.

Based on the study “Environmental Accounts — Staflay of Recent Work” it has been

possible to describe approximately the developneenenvironmental accounts in the
European countries with regard to the three Eurasiee areas. Based on this picture,
Eurostat has determined a set of actions that dhmutaken in order to obtain the goal.
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Eurostat core areas for Environmental Accounts

Level of activity in the European countries

Countries

Environmental
protection
expenditure

Economy-wide
material flow

NAMEA
Air emissions

Belgium

2

w

N

Bulgaria

Czech Republic

Denmark

Germany

Estonia

Greece

Spain

France

Ireland

Italy

Cyprus

Latvia

Lithuania

Luxembourg

Hungary

Malta

Netherlands

Austria

Poland

Portugal

Romania

Slovenia

Slovakia

Finland

Sweden

United Kingdom

Norway

PR (RP(ERINERINININIP|IRPIWOINWINININIFPIWIFRINININIELINININ

NIPRP(P[FP[WININININIFPINIWINWIN(FRPINEPININIPIWINIFPIFPINN

RlRrRrRrNWR|NRRPwR[wN W WP R (RRWN R PR

Switzerland

2

1

3

1 Data availability and use i.e. regular productidbaacounts

2

3

Source The information in the table is collected in cention with the study carried out for Eurostat. It
was updated for BE and DK (Economy-Wide materialvjl with further information provided by the

countries.

The countries have been grouped in three groupsrding to the level of activity with
regard to the three Eurostat core areas and thihsregard to which measures could be

Implementation, present or near future activity
Inactivity, incl. when pilot studies have been watrout at an earlier

stage

appropriate in order to ensure activity in eachntguin each core area.
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6 countries, Germany, ltaly, Austria, Finland, Seand United Kingdom are already
compiling statistics for all three accounts on gufar basis. 13 countries, Bulgaria,
Czech Republic, Denmark, Estonia, Spain, Francthulhia, Hungary, Netherlands,
Poland, Portugal, Slovenia, and Norway, are adtivadl three areas.

Proposed action 1.1
These 19 countries do not probably need more eageunrent than the occasional
support from the present Eurostat Grants progracomdinue the development pf
the activities and participation in scheduled trags by Eurostat to ensufe
methodological consistency and learning. The pteEemostat Grant programs
will continue to support the further developmeritthese activities.

Ireland does not compile Environmental Expenditlaa but is engaged in the two other
modules. Cyprus, Latvia, Romania and Switzerland are not mbng NAMEA air
emission accounts, but are involved in the two o#neas. Belgium has earlier been very
active but the activities are presently slowin@tlarge extent. For these 6 countries it is
suggested that Eurostat will investigate the besrencountered and identify possible
actions to initiate the compilation of Environmdnixpenditure and Air Emission
Accounts. It should be noted that except for Irdlamd Cyprus, all these countries are
involved in other ‘second-priority’ areas of envirmental accounting such as Accounts
for Environmental Taxes and also Asset Accountsl tus disclosing another set of
priorities. Human resources and know-how could xy@eted to be available in some of
these countries, but a lack of financial resousze$slower priorities given to the Eurostat
core areas due to specific national priorities ddad expected as well.

Proposed action 1.2
Eurostat should contact these 6 countries to ifyetie underlying reasons for the
priority setting regarding Environmental Accoung&upport from the Eurostat
Grants could be sufficient to initiate the compdat of the missing accounts
combined with methodological support through wodgsh

Greece and Slovakia only compile Environmental Exitere data. Luxembourg and
Malta do not compile Environmental Accounts at ldlthese 4 countries it is likely that
resources available for compiling environmentaloacts — both human and financial —
to some extent are not available.
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Proposed action 1.3
Eurostat should contact these 4 countries to iffetite underlying reasons for the
priority setting regarding Environmental Accourltss possible that serious lagk
of human and financial resources are the reasatsBhvironmental accounts
have not been developed. In order to circumvensehdifficulties, Eurostat's
grants programme could facilitate the establishroésb-called twinning projects
where more experienced countries assist in the itatop of the accounts.

Data collection using standardized tables takesepla Eurostat in the three Eurostat core
areas at present. The plans for data collectidhdrthree core areas are:

Data Available Next data collected
Environmental expenditure 1995-2004 For 2005 and 2006
(in 2008)
NAMEA air emission accounts 1990-2004 For 2005 and 2006
2005 estimates for EU15, EU25, EU2Tin 2008)
Economy-wide material flow accounffEU-15: 1970-2004 (and 2005) For 2006 (in 2009

The data availability in Eurostat’s NewCronos dadse differs from the data available in
the countries according to the interview survegmeld to on page 1. These differences
will be explored as part of the process aimed @eimsing data availability at Eurostat.

Even when reporting data regularly to Eurostali, stme countries need help adjusting
the methodology used for compiling the accounts amgport to be able to compile
validated and timely data. Ensuring the quality éintkliness of the data available on
European level will be a key goal for the Euro&avironmental Accounts team.

Proposed action 1.4
Support to countries in developing time-series amely data could be initiatefd
as part of the grants program.

2. SECOND PRIORITY AREAS

In the draft ESEA 2008 it is recommended that #aeetbpment in the medium term (2-3
years) should include: data collection for the ared NAMEA energy and NAMEA
waste accounts, and environmentally related trdalossc according to standard
classification of economic activities

In the longer run (4-5+ years) — after the develephof adequate methodologies and
data availability — the data collection should b&erded to include economic activities
and products related to the environment (for exapiphvironmental Goods and Services
Industry), transactions related to resource managenMFA according to industry
breakdowns and potentially NAMEA water accounts.

Thesesecondary priority areaseither offer potential improvement in terms of lgaes
(energy and environmental tax accounts for NAMB#9nefit from a recent institutional
progress (waste and water accounts) or economga@went (environment industry).
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Goal 2 of the Environmental Accountsimplementation plan: Further maturation of
accounts for environmentally related transactioosoeding to standard industfy
classification. Utilising existing data for deveing NAMEA waste and NAMEA
energy for compilation of accounts. Developmentmadthodological frameworks
and initial activities in the European countriegyareling water accounts and
accounts for Environmental Goods and Services bnglus

2.1. Environmentally related transactions

The accounts for environmentally related transastimclude e.g. environmental taxes,
environmentally relevant subsidies, transactioteted to resource management, and for
the environmental Goods and Services Industry ¢segon 2.2. below). In the long run
Eurostat aims at developing all accounts for emvitentally related transactions. In the
short run Eurostat’s activities will focus on theveonmental taxes:

a) DG TAXUD is compiling tax revenues by categori¢gansport, energy,
pollution/resources) from the voluntary “detailegbles” received from the national
accounts data collection. After further processinghe data, Eurostat disseminates the
data in New Cronos.

b) More detailed information on environmental taiesbtained through breaking down
taxes by category according to industries. In 280tostat published a guideline and
standard reporting tables for environmental taxe$irial user which were endorsed by
the plenary meeting of environment statistics arzmbants in 2003. These tables have a
clear link to the NAMEA-air standard tables, esp#gifor the area of energy.

Proposed action 2.1
The data collection on environmental taxes by itgus planned to be annual.
Eurostat will support countries to report to thanstard tables by industrig¢s
through the Eurostat Grants program.

2.2. Environmental Goods and Services Industry

The accounts for the Environmental Goods and Sesvindustry is one of the fastest
growing areas when looking at the number of coastinvolved. The interest in those
accounts might be boosted by the high potentianoployment creation, eco-innovation
and economic growth that is currently expectedstmh economic activities.

Proposed action 2.2
Complete the Compilation Guide on Environmental @&oand Services Industfy
as a complete reference tool to develop a dataatalh system on environmental
sector at national level. Finalization, includingdop tests, of standard tables [to
collect those data.

2.3. NAMEAs for waste and energy

The energy use by industry and households is irapbrand clearly links to the air
emissions data and to the analysis that are nded#te climate change and air emission
policies. It may be possible to utilize data alseadtailable at Eurostat for the areas of
NAMEA Waste and NAMEA Energy. For these two areasthuds do exist in the
context of country studies and the SEEA 2003. litespf this, no agreed European
manuals have been drafted in these areas. On liee lband, as a result of the waste
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statistics regulation and the collection of endrglance data, data on waste and energy is
to some extent available already in Eurostat whanlid provide a solid starting point for
compiling these accounts. In case Eurostat dataad for compilation of these accounts,
it is vital that the countries are asked to vakdde results.

Proposed action 2.3
Development of a practical methodology of utilisimghouse data (from Wasie
regulation statistics and Energy balances) forctirapilation of NAMEA Waste
and NAMEA Energy for the European countries. A gidare for validation of
the accounts by the countries will be defined.

2.4. Water accounts

Eurostat will carry out a pilot study on the fealgijp of compiling water accounts using
the framework SEEA-Water approved in 2007 by theS@M\as an intermediate statistical
standard. In 2008 Eurostat will, together with EEXamine the use of this framework
for the European reality. Based on this experiemeeethodology should be developed
forming a basis for the compilation of Europeanexatccounts.

Proposed action 2.4
European pilot on water accounts (SEEAW), develogma methodology
standard tables.

3. EUROSTAT ACTIVITIES SUPPORTING THE DEVELOPMENT OF ENVIRONMENTAL
ACCOUNTS IN EUROPEAN COUNTRIES

Eurostat is engaged in a number of activities wicmmplement the efforts to support the
development of Environmental Accounts in Europeanntries. In order to achieve the
above mentioned Goals 1 and 2 of the implementatian a number of specified actions
have to take place.

3.1. Proposal for a legal base

Eurostat is, in cooperation with the European aoesit in the process of revising the
ESEA adopted in 2003. Within this process Eurosii#nds to prepare a legal base for
Environmental Accounts to be proposed by the Comionsin 2009, following an
analysis of effects and implications of this iriti@ presented to the SPC in the end of
2008. This proposal will describe a general framdwor Environmental Accounts and
specify requirements for the areas that are coreidsufficiently mature. Depending on
this proposal the grants program described in @ect below will be adjusted
accordingly.

Proposed action 3.1.
Draft proposal for a legal base for collection afviEonmental Accounts data
from Member States.

3.2. Development of methodology and guidelines

The methodologies necessary to compile environrhantmunts have been developed in
Eurostat Task Forces, with participation of Eurapeaperts in the different fields. The
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methodologies have been approved by the Envirorah@ctounts Working Group. This
work is also associated with the development ofSB&A 2003 and its ongoing revision
in which Eurostat and many European countries ereeaparticipants.

Proposed action 3.2.

Development of methodologies in the areas of Emirental Goods and Servic
Industry and water accounts, and also for NAMEA teaand NAMEA energy
accounts.

D
n

3.3. Workshops on specific areas

Eurostat has a tradition of arranging training invitEonmental Accounts at so-called
workshops, where the training mostly is undertakgnhigh-level experts from the
European countries. For example in 2007 such wopskvere arranged for NAMEA air
emissions and for EW-MFA.

Proposed action 3.3.

After assessing the need for training under agtimints 1.2 and 1.3, Eurostat w
decide the need for arranging further workshopscamsider other types ¢
arrangements for meeting the training needs ifc®8.

-~ =

3.4. The Eurostat grants program on Environmental Acounting

The European Strategy for Environmental Accoun{B§EA) was agreed with EU and
ESS States and adopted by the Statistical Progra@onemittee (SPC) in 2003. It is an
important tool to implement work on data collectitirmonisation and methodological
developments on environmental accounts and envieatahstatistics.

The ESEA is currently being revised and the goahaf implementation plan is in line
with the priorities set in the proposed ESEA 2008 be endorsed by the SPC in 2008.

Proposed action 3.4.
In line with the strategy outlined under point Idah and with the forthcoming
revision of the ESEA, continuation of the Eurosita@nced Grants program in the
coming years in order to intensify the effort domg European countries in
producing environmental accounts.

3.5. The dedicated section on Environmental Accoustat the Eurostat web-page

In 2007 Eurostat launched a dedicated section ovirdinmental Accounting at the
Eurostat web-site. The work on the European Enwremtal Accounts is presented and

described on:
http://epp.eurostat.ec.europa.eu/pls/portal/url/page/PGP_DS ENVACC/PGE_DS ENVACC

including news on Environmental Accounts, coungparts and activities, forthcoming

events and links to partners that are involvedha tlevelopment of Environmental

Accounts. This internet site will be used for conmigation and dissemination purposes
for environmental accounts. In 2009 Eurostat walliich a facility on the dedicated
section that will enhance online use and combinatb the data that also will be

presented in the official Eurostat data base.
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Proposed action 3.5.
Continuous updating of the dedicated section toused as a means for
information, communication, dissemination and ireson for the compilers of
environmental accounts.
Further development of a data base tool for onlise of the environmenta

accounts data.

3.6. Dissemination and use of the results

From the discussion in the ESEA Task Force itesicthat the development of integrated
analysis on the EU-level as well as the nationatllés needed. In order to complement
the set of Environmental Accounts, supply-use &bleinput-output tables and analysis
could be used to clarify and disseminate the res#lbh example of this is the work

performed for the EEA in analysing the NAMEA air isgions data. These types of
analyses also present a link to environmental datdéres. Environmental accounts can
constitute a good conceptual framework for the tbgraent of the data centres for
Natural Resources and Products. Development ofr&mviental Account-based analysis
and collaboration between countries is to be eragmd as well.

Proposed action 3.6.
To map the existing environmental accounts typeanalysis on European level
and make a selection of them available via therriete To plan the regulg
production of European analyses together with atblevant actors.

=
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BEYonD 2010

Integrated accounts

The environmental accounts at Eurostat are developecording to international
standards for Integrated Environmental and Econofitcounting (SEEA 2003). The
system includes both ‘flows' of materials (inputtite economy, through the economy,
outputs from the economy including pollutants, )etmd stocks of natural assets, all
accounted for in a framework that is consistenhwlhie principles of national accounts.

While developing the different modules on the dethlevel, it should be ensured that it
is possible to maintain the link and the integmatwith the economic accounts (national
accounts). As in the national accounts, the enuimtal economic accounts and the
physical flow accounts are broken down by standpolipings of economic activities
(industry by NACE branches, the government and ¢looisis).

Development of other modules

SEEA 2003 is divided into sets of modules, wheeerttost important are environmental
economic accounts, physical flow accounts and ss&ebunts for environmental assets.

While the goals of this implementation plan for Q€010 cover to a large extent the
accounts included in the environmental economioacts and a number of the physical
flow accounts, the implementation plan does nolucke the development of asset
accounts for environmental assets (land, ecosystemhsoil assets, forests, etc.). While
the accounting frameworks for subsoil asset acaoant forest (timber) accounts are
already available, the methods for land and ecesysaccounting are still in the
development phase. The European Environment Agésmciaking the lead in this
important area. Eurostat will follow and suppoiistivork in the coming period, in the
longer run the asset accounts should be integnataad linked to the overall system.

Up to now the focus has been on the environmemnggispres and not relating these to the
potential thresholds in the environment beyond Wwhibe degradation becomes
irreversible or threatens the overall integrityeabsystems. Neither has the focus been on
how the degradation of the environment harms tb@@my. Thus, among the challenges
to consider in the longer run — not mentioned aghctions above - could be: comparing
pressures on the environment with the carrying @apaf the environment; accounting
for ecosystem services; valuation; tools to analy®e degradation of the environment
harms the economy (today and in the future); measwow much employment is
generated by environmental protection, evaluatibnwbether marked-based policy
instruments are increasingly used. Developmenegibnal environmental accounts will
be of importance too in the future — specifically Water and waste accounts.

- and development of tools

It would be ideal if the tools for analysis of tRavironmental Accounts could be ready
when the data will become available, i.e. end 2@&lfange of tools are already available,
but to utilize these and to instigate the develapnad further tools, the outreach to
policy users, research institutes and policy tharks ought to start already in 2008.

Due to dependence on the national accounts, emegotal accounts are usually only
available with three years delay. In some countaesounts have been compiled using
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now-casting or forecasting techniques — in the saraener as in the provisional national
accounts. In the longer run Eurostat should ingag#i the possibility of applying such
techniques in order to produce more timely dat2)&nd now-casting of data (T-1 and
T+/-0).
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Annex Il

ANALYSIS OF THE EFFECTS AND IMPLICATIONS REGARDING A PROPOSAL FOR
A LEGAL BASE FOR COLLECTION OF ENVIRONMENTAL ACCOUN TS DATA®

FIRST DRAFT

1. PROBLEM DEFINITION

In 1994, the European Commission identified the nmhanes of action for the
development of &reen National Accountinfamework based on satellites to National
Accountg. Since then, Eurostat, in collaboration with MemBeates’ statistical offices
and DG Environment's financial support, has asdisteuropean countries in
methodology development and data collection thraughide range of pilot studies.

Data in relation to Environmental Accounts is répdrto Eurostat in a number of
different ways. On a mandatory basis:

= Some data on Environmental Expenditure by indusigecollected in connection to
the SBS regulatidh

= Data is transmitted to Eurostat in connection ®HESA 95 regulatichwith regard to
National Accounts (e.g. supply-use tables, InputpDu tables, COFOG and tax
statistics)

By gentlemen’s agreement, Environmental Accounta dampiled in National Statistical
Institutes (NSIs) is transmitted to Eurostat oegutar basis (yearly or two-yearly) via:

» The Joint Eurostat/OECD questionnaire (environnieptatection expenditure and
revenues)

» A separate questionnaire on Economy-Wide Matel@h& Accounts

= A separate questionnaire on NAMEA air emissionssorde energy data

= A separate questionnaire regarding environmentattay industry (NAMEA)

= A separate questionnaire regarding forestry acsount

In the areas where data are collected by Eurostairding to gentlemen’s agreement,
methodologies have been developed in close cooperatith the members of the

® This document is part of the Project Managementhbtiology of Eurostat. It should be submitted te th
SPC before the development of a proposal for a statistical legal base. At this stage, only a draft
version of this analysis is presented. It will bgproved and completed during the process of pregari
the draft proposal. The revised version will accampthe proposal when submitted to the SPC.

" COM (94) 670 Directions for the EU on Environméritalicators and Greened National Accounting —
Integration of Environmental and Economic InforroatiSystems.

8 The Data Collection Legislation concerning StruatuBusiness Statistics since 1996 is listed on
http://circa.europa.eu/irc/dsis/bmethods/info/data//legaltexts.html

® Council Regulation (EC) No 2223/96 of 25 June 1886the European system of national and regional
accounts in the Community
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European Statistical System as well as other iatemmal organisations such as the
OECD, UNSD and the European Environment Agency. dnfive areas practical
guidelines have been developed or are close todatimn. These guidelines are as close
as possible to the methodology of the National Acds and to the framework used in
the SEEA 200% and in the forthcoming revised SEEA (estimatedipbbd in 2012).

After many years of experience with data collectimsed on gentlemen's agreement, it
has become evident that this approach is inadedoatthe demand posed by policy
makers and the research community. After all ofeftorts in methodology and support
for establishing this area of statistics there lies\g@oor coverage of countries, years and
modules of environmental accounts. The ability tsuge appropriate levels of data
quality has also proven to be difficult under tloeerage of a gentlemen’s agreement. In
order to ensure full data coverage with adequateldeof quality and harmonisation, it is
recommended to initiate the formulation of a Idgade for the environmental accounts.

2. OBJECTIVES
The legal basis is expected to ensure the meaesith the following three objectives:

* To implement — in order to support European patiegnands - the ideas laid down in
the environmental accounts part of the new chaptersatellite accounts to the
National Accounts in the forthcoming revised ESAh{gh is based on the
forthcoming revised versions of the SNA and the S8gE

» To give priority to regular production of@re set of account@otentially NAMEA
air emissions and closely linked to this NAMEA emerMaterial Flow Accounts; and
environmental economic instruments (e.g. envirortaleexpenditure, taxes and
SEEA subsidies)). The priority setting of the madulis based on current policy
demands and also on the Revised European Stratedgyneironmental Accounts,
ESEA 2008.

* To ensure that NSIs maintain and potentially exptredr work on environmental
accounting, with the main objective of providitgrmonised and timely data of
reasonable quality

It will help ensure that adequate resources for db@blishment of data compilation
systems for the development of environmental-econoatcounts for the regular

production of timely, quality statistical environnial accounting data become available
at the NSis.

3. OPTIONS

The two main options are:

1. Continue data collection using only the presenuntary approach under what is
known as a gentlemen’s agreement. The possibilbegroviding adequate

1% Handbook of National Accounting: Integrated Enwimental and Economic Accounting 2003
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statistical information at a European level whely aising voluntary reporting are
not expected to change if this option is chosen;

2. Go ahead with efforts to establish a legal bassugmport the data collection on
environmental accounts. Having required reportimgexpected to provide full
data coverage for the modules that will be includedhe legislation, and this
implies data of better quality and timeliness, mdwmonised, and better
coverage (countries, years).

4. ANALYSIS OF EFFECTS AND IMPLICATIONS OF THE DIFFERENT OPTIONS
4.1 Option 1: Continue with the gentlemen’s agreeant as until now.
4.1.1. Effects and implications for citizens and$eholds

No direct effect or implication is expected. Theyllvibe indirectly affected by the
continued use of scattered and incomplete infoonatised by policy makers that makes
their work more fragmented and less coordinatech witformation regarding the
economy and society.

4.1.2. Effects and implications for enterprises

No direct effect or implication is expected. Theyllvibe indirectly affected by the
continued scattered and incomplete information ubgdpolicy makers and their
decisions based upon it.

4.1.3. Effects and implications for Member States

Under the current situation which is based on dlgem®n's agreement without any legal
base, in the best case scenario the data quatityeailability will continue to be at the

current, less-than-adequate level or, even mosdylikdata availability will decrease. In

connection to the study ‘Environmental AccountE£urope — State of play’ carried out
for the Commission in 2007, a number of countrieglenit clear that the priority setting
in their country was to focus almost exclusively legally required reporting and that
data compiled and reported under gentlemen's agmsmvould cease to be compiled
due to a lack of legal requirement. This would dsdtrue for well established statistics
in environmental accounts due to budgetary comgtai

4.1.4. Effects and implications for Community gebkc

There are increasing needs to link information leénvironment to information on the

economy. Integrated assessments are called uposeveral EU action plans and

strategies. The assessment of the environmentdegies can be done only if reliable

data is available. The current situation basedhendgentlemen’s agreement does not
guarantee data of adequate quality, timeliness coverage to properly perform this

assessment.

By remaining under the gentlemen’s agreement tlseeerisk that missing data will be

estimated and collected elsewhere on an ad hos égnever policy demands requires
information on the relationship between the econang the environment. Thus the
possibilities to build up a knowledge base and adtx data to answer the policy
demands will be limited under the current condsion
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4.2 Option 2: Go ahead with efforts to establish &gal base to support
the data collection on environmental accounts

4.2.1. Effects and implications for citizens andsholds

No direct effect or implication is expected. Theyllvibe indirectly affected by the
improved information base provided to the policykera and their decisions based upon
it.

4.2.2. Effects and implications for enterprises

There may be some cases of confidential data thktbe necessary to manage.
Depending on the domains, there might be a chahgereey reporting that might affect
enterprises. However, Environmental Accounting &my about re-organising existing
data and not collecting new statistics from enisg:

4.2.3. Effects and implications for Member States

Environmental accounts do not generally require data collection but create additional
uses for national accounts data (e.g. supply-udergut-output tables), for environment
statistics and other areas of statistics. Primaata cheeded, alongside the national
accounts, are environment, energy, transport, tigrefissheries, air emission inventories
and other statistics as well as other data heldhinystries, specialised institutions and
environmental agencies.

However, some countries will certainly need to Issisted (both financially and

technically) in order to establish and maintainstniew requirement in their regular
statistical data collection. It is expected thatvarkload increase with the consequent
need to increase staff and the concomitant costsoacur at the country level. The

proper estimation of this requirement for new reses is not possible for the moment,
as it will depend on the content of the future jusa.

On the other hand it should be noted that, basedthen replies to the study
‘Environmental Accounts — State of play of recentkicarried out for Eurostat in 2007,
a number of European countries have declared timatdhmental Accounts will not be
developed or even continued without a Communitglléase, providing the legal right to
claim for the necessary resources to fulfil thiguieement.

Furthermore, one of the core elements of the ESBA82is to continue Eurostat’s
Environmental Accounts Grants program in the conyeays. Clear priority will be given
to prepare the European countries for the legas,faalping to reduce the impact in the
establishing phase of new statistical requirements.

4.2.4. Effects and implications for Community pekc

The assessment of th& &nvironmental Action Plan and its Thematic Straegcan

only seriously be done if reliable data is avagabThe Thematic Strategy on the
Sustainable Use of Natural Resources clearly reguitata to build up indicators on
decoupling of economic growth from natural presswaed indicators on environmental
impact. These indicators are based on data thatriently being collected through
gentlemen’s agreement. The required consistentegular production and reporting of
environmental accounts would improve the qualitytlod statistics. Currently the data
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used for one of the Structural Indicators and ohethe Sustainable Development
Indicators is not using country-reported data lag heen developed from international
databases (for example, from the FAO, UN, USGSk dhta for the next indicator
reports in 2009 will, for the first time, use coynteported data which has been provided
under the current voluntary data collection arramegyet.

On the other hand, other EU policies (e.g. recgcland prevention of waste, air
emissions and climate change, sustainable consoimatid production) would be much
better monitored if data of good quality linkingveonment and economy would exist.
This data can be collected through the frameworkrofironmental accounts, but it is
necessary that every country participates and lhanonisation is fully guaranteed. A
legal base for this data collection can ensurestheguirements.

The following benefits are also expected: dataectibn in an important area EU-wide,
increased visibility of environmental accounts a®a for policy monitoring exploring
the possibility to link environmental and econordata, possibility to take advantage of
the current revision of SNA / ESA and get synerfiesiata collection.

In order to succeed in this challenge, there iserto support the implementation of this
work through grants, to develop handbooks, stantistbs and compilation guides to
assist data collection, and to coordinate and haiseothe work. It would be
advantageous if this work is coordinated with E®®ision and data collection.

4.3. Summary of risks of keeping status quo
If option 2 is not implemented, the following riskave been identified:

» Risk that data is not appropriately collected tove EU level estimates and that
no final complete data set on environmental accimavailable. Thus resulting
in incomplete information on the links between thavironment and the
economy.

* Risk that analysis is done based on non-officidhdahis includes a risk that
other actors will estimate information on the litdkstween the environment and
economy and do what Eurostat and the Europears@tatiSystem should do in a
more systematic and harmonized way.

» Risk that the EU is not recognised as a worldwidading actor in the field of
environmental accounts. There is a risk that therteflone until now is wasted
without any clear final benefit.

5. THE PREFERRED OPTION

The choice between continuing collecting data owrirenmental accounts using a
gentlemen’s agreement or supported by EU legislatiearly points to the second option
as the one which produces the best results.

6. CONSULTATION OF INTERESTED PARTIES

* Group of 4 (DG ENV, JRC, EEA): January and June8200

* Working Group on Environmental Accounts: May 2008.
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* Working Group on Environmental Expenditure StatstMay 2008.
DIMESA: June 2008

» Statistical Programme Committee: November 2008

7. ROAD MAP

 November 2008: submission of the project and amalg$ the effects and
implications to SPC for opinion.

* November 2009: submission of the draft propos#h&SPC for opinion.

* End 2009: adoption of the proposal by the Commissio

* End 2010: adoption of the proposal by EP and Cdunci
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