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Introduction

This clarification paper presents identified issuneshapter 5Accounting for economic
activities and products related to the environmemd chapter Bccounting for other
environmental related transaction$ the SEEA 2003. The paper discusses and proploses
scope for the planned revision of these chapters.

The use of economic instruments in the environmdiedd is increasing. The trading system
of carbon rights in Europe is now in place. Som& approaches have been taken to define
environmentally motivated subsidies as parts oet@nomic instruments.

Within the UN Committee of Experts on EnvironmeriEalbbnomic Accounting (UNCEEA)
and the London Group (LG) it was agreed to distlisgurther developments of SEEA 2003
in this field. The aim being to elevate relatedist&s to an agreed international standard.

After the London Group meeting in June 2006 it Wesided that Eurostat and Statistics
Sweden would lead the revision of chaptefscBounting for economic activities and
products related to the environmearid 6Accounting for other environmentally related
transactionsof the SEEA 2003. The needs were spelled outdndbearch agenda and
classified as short term issues (to be solved BP0

Environmental taxes and subsidies

Environmental taxes and subsidies are broadly défin the SEEA-2003. Recently OECD
and Eurostat have tested a definition of envirortaléaxes in several countries. There is a
further need to standardize the definitions of emvinental taxes and subsidies keeping also
into consideration the practical implementatiorthefse concepts. Today countries are
developing own practises (in particular for subssjlifor what is presented within the
accounting framework.

Permits to access the resources (e.g. fishing aatdnwights) and emission permits

There is a need for further development and staliwktion of concepts and methods for the
recording of permits within the national accountd &alance of payments manual. The issue
has to some extent been discussed by the Canbgraup but it could be useful to collect
actual experiences and to add the perspectiveviiommental accountants and the
environmental/physical dimension of permits in dicussion. The recent introduction of
CO, emission trading scheme as a result of the Kyottopol will without doubt increase the
users demand for this type of information, whichi a& used for making analysis.

Natural resources management expenditure accounts

The SEEA-2003 presents the Classification of Emritental Protection Activities (CEPA
2000). CEPA is an agreed classification, which hawveloes not cover natural resources
management activities and expenditures, such anepre for erosion control or water
management expenditure. There is a need for develofs in this area but little country
experience is available today.

Environmental goods and services sector

There is a need to clarify some of the conceptseamied in the 1999 OECD/Eurostat manual:
The Environmental Goods and Services Industtight of country experiences. However it
is not to be expected that the area is fully disedsand evaluated within the short term.

! Research Agenda — a preliminary consolidateafisgsues. ESA/STAT/AC.117. UNSD for the UNCEEA
meeting of 22-23 June 2006.



1. Taxes

In SEEA 2003 taxes are described in chapter 5 witiné framework of the Environmental
Protection Expenditure Accounts (EPEA) and in caaptrelating to environmental taxes
specifically.

1.1 Environmental taxes

In chapter 6 the concept and outline of environmleiaixes are described. The description in
the SEEA is based on the OECD/EC definition of mvirenmental tax.

"A tax whose tax base is a physical unit (or a prax it) of something that has a proven,
specific negative impact on the environment.”

This definition is solely based on the physicalt wifithe tax. This means that motive from the
legislator is disregarded.

The basic foundation of an environmental tax isSSNA description of a tax as a
“compulsory, unrequited payment”. In the ongoingismn of the SNA an issue paper on the
definitions was put forward The paper described the need for accurate tatist
methodology and where the SNA definition could neede clarified. Below follows an
extract of the issue paper.

“4. The existing conceptual framework for recorditeax (SNA1993, chapters 3, 7 and 8

especially) is broadly adequate. The general defmiof tax is not substantially questioned

and there is no need to change the classificatidgaxopayments in three categories: taxes on
production and imports (D.2), current taxes on meoand wealth, etc. (D.5), and capital

taxes (D.91).

5. However, it is necessary:

- to clarify the definition of tax, the coveragktax and some borderline cases

- to develop the recommendations for implementiregdccrual principle. If the present SNA
has endeavoured to be clear on the issue of tinreaoirding, its recommendations on the
amounts of tax to be recorded on an accruals laasidar from sufficient. It appeared in

practice that the recommendations and guideline® wet developed sufficiently to ensure
uniform application leading to meaningful tax aggees and valid international comparisons
of both the tax burden and the financial balandeth® general government sector (the net
borrowing/net lending). The SNA update is an oppaty to improve and develop these

recommendations.”

The recommendation that followed the issue papezeato these actions and declared that
the issue paper was of a clarifying character &athan [...] redefining existing principles”

The SNA decision leaves the basic concept intatttadso the foundation for the OECD/EC
definition of an environmental tax.

2 Environmental taxes — a statistical guide. Eutdz8@1

® Update of the 1993 SNA — Issue No. 35 Issue pipehe meeting of the AEG, July 2005 Tax revenmes
tax credits. SNA/M1.05/07.

* Tax revenues, uncollectible taxes and tax credtscommendations from the AEG 2005-09-30



Some specifics discussed in Eurostat (2001) cosostue added tax (VAT) and tax on oil
and gas extraction. Both items where excluded ffuarconcept of environmental taxes. For
the discussion on tax on oil and gas extractioag@esee the section on resource taxes.

VAT was excluded because it is deductible for marmducers but not for households: This
was considered to have no influence on the relgtices in the same way that other taxes on
environmentally related tax bases do (i.e. VATelsted to price and not to the good itself).
Another more practical reason was because VAT inébion are (were) often not available
by product and estimation will/would therefore hawde made. EEA 2005 argues that
sometimes VAT rates are differentiated with exflljoénvironmental rationafe However, if
the OECD/EC definition is to be used in the SEEA thotive of a certain action is not under
consideration and thereby leaving VAT outside thecept of an environmental tax. It would
of course be a possibility to record and monitorTvas a sub-set of environmental economic
instruments. The EEA argues that it would be imgodrto follow VAT as it can be
differentiated for environmental reasons, and cqaiténtially be considered a subsidy.

Eurostat (2001) agreed to group environmental taxedour categories described below.
Annex A also describes what tax bases where agneea to be included:

Energy taxes

This group includes taxes on energy products usebldth transport and stationary purposes.
The most important energy products for transporppses are petrol and diesel. Energy
products for stationary use include fuel oils, naltgas, coal and electricity. The CO2-taxes
are included under energy taxes rather than unakition taxes. There are several reasons
for this. First of all, it is often not possibleittentify CO2- taxes separately in tax statistics,
because they are integrated with energy taxesj& djfferentiation of mineral oil tax rates.

In addition, they are partly introduced as a sultifor other energy taxes and the revenue
from these taxes is often large compared to themae from the pollution taxes. This means
that including CO2-taxes with pollution taxes rattien energy taxes would distort
international comparisons. If they are identifialil®2-taxes should be reported as a separate
category next to energy taxes. SO2-taxes may jedub the same problem as CO2-taxes.

Transport taxes

This group mainly includes taxes related to the enship and use of motor vehicles. Taxes
on other transport equipment (e.g. planes), arade@ltransport services (e.g. duty on charter
or scheduled flights) are also included here, wthey conform to the general definition of
environmental taxes. The transport taxes may be-aifi taxes related to imports or sales of
the equipment or recurrent taxes such as an anmahtax. Taxes on petrol, diesel and other
transport fuels are included under energy taxes.

Pollution taxes

This group includes taxes on measured or estinatesssion to air and water, management of
solid waste and noise. An exception is the CO2gawich are included under energy taxes
as discussed above.

Resource taxes
Under the OECD/EC definition resource taxes typydalcludes taxes on water abstraction,
forest and some raw materials like gravel.

® Market based instruments for environmental paliciurope. EEA Technical report No 8/2005



Resource rents pose some particular problems. Raseutraction can lead to environmental
problems, such as pollution and soil erosion. $axeextraction of minerals and petroleum
are often designed to capture the resource redtgdamot influence prices in the way that
other environmental taxes, e.g. product taxesTHe.resource rent can be defined as the
value of output less all extraction costs, inclgdinnormal return to fixed capital, and
represents a kind of “pure profit” from extracti(see e.g. European Commission 2000a). A
tax on the resource rent does not introduce ardiftee between the price received by the
extractor and the price paid by the users in thgthat a product tax does, and the market
price will be affected only if supply of the prodwhanges because of the tax on the resource
rent. For petroleum and minerals where prices aterchined on the world market, the effect
on prices of a tax on the resource rent in a siogietry should be small.

The question whether to include resource rentsinvitie definition of environmental taxes
has therefore two aspects:

(1) Taxes that purely capture the resource rentvatiare-neutral and do not internalise
external effects. The OECD/EC definition leavesoinewhat open whether such a tax is an
environmentally related tax or not, as it doesrstdss the motivation of the tax which is
relevant in this case. However, one could arguettigatax base is not a “physical unit (or
proxy)” and hence the tax is not environmentallated.

(2) Some resource taxes are differentiated acoptdithe material produced (with the UK
aggregates tax as one of the very few examplesenthertax rate is based on the estimated
external costs.) These taxes have a physical s dnad should be included.

Looking at the practical experience, the OECD/EB#abtlase on environmental economic
instruments applies a broad definition of environtadly related taxes (i.e. that includes all
resources taxes). The reason is said to be theraluéind historical background that may
create differences among countries in applyingstimae instrument. This has turned out to be
quite relevant in the use of natural resourcesyaleharges, fees and concessions together
with taxes are also applied.

1.2 Taxes within Environmental Protection Expenditure Accounts

Chapter 5 discusses the concept of the EnvironhBrigection Expenditure Accounts
(EPEA) which contains aspects of the taxation sysiehe EPEA contains production and
income generation accounts for environmental ptimie@ctivities (please see figure 1
Outline of the EPEA). The EPEA consists of 5 talihetuding items such as production of
environmental protection activities (very much tethto the environmental goods and
services industry), uses of environmental protecéictivities (includes for example
investments and current expenditure measured threegular surveys) and the financing
aspects of environmental protection (includes aspsEdncome through subsidies or capital
transfers).

Taxes on products and consumption of fixed capitalpart of the EPEA as well as ear-
marked taxes for environmental protection. Envirental taxes as described above can be
linked to the net cost of environmental protectioh as a separate item.



Figure 1: Outline of the EPEA
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In the 2002, Eurostat publicati@8ERIEE — Environmental Protection Expenditure Actsu
— a compilation guidd is said that the financing aspects of environtakprotection are
important to follow. The financing flows can bel@bed, in addition to the EPEA by the
indirect information that can be analysed with eowimental taxes, that is: who pays taxes,
how much and for what?

To summarise:

Environmental taxes within the environmental acdsdmghlight important information
about fiscal policies, their impact on behavioudarf presented by tax-payee where for
example discrepancies in tax policies exist. iiniportant that the revised SEEA is clear
about the concept, about the definition and anedytpossibilities. The OECD/Eurostat
definition has been proved to be useful and cleatsi set-up for the majority of European
countries. If this definition can be agreed uporites standard definition this topic can be
resolved within the short term deadline.

However, in the framework of the OECD/EEA datal@seconomic instruments for
environmental policy, the term is “environmentakyated taxes”, as the national delegates
of the OECD working party on national environmergalicy — home of the database — could
not agree on what an environmental tax is.

The work of compiling statistics within the framekvof environmental accounts and the
already existing database of the OECD/EEA is atntloenent two separate items of work. It
would be very interesting to see the two closeettogy for increased usability and statistical
quality.



2. Environmentally related subsidies

This chapter discusses both environmentally matvaind environmentally harmful

subsidies. Transfers as a whole are not targetddsipaper but the revised SEEA needs to
address and explain issues such as for exampkdrasf funds from international institutions
to national bodies and within national bodies. ®@theasures such as tax exemptions are also
not mentioned here but could be of interest to les@nd suggest calculations for in the
revised SEEA.

Fiscal policies, or market based instruments toeobior change behaviour of
environmentally degrading character can be veigiefft tools. Taxes and charges related to
environmental protection are well defined todagtattistical terms and described in literature.
In the field of subsidies (regardless if it is @ovimentally motivated or harmful) less agreed
methodology is developed.

The SEEA presents: EPEA type environmental sulsidie
Income/capital accounts: Table 6.3 in SEEA
By:
Environmental subsidies
Non-environmental subsidies (the rest)

The SEEA 2003 refers to the definition of SystenNafional Accounts 1993 (SNA)
subsidies on production. Transfers as a whole amioned sporadically in different chapters
of the SEEA 2003 (such as in chapter 5.54 on forestagement, chapter 5 in relation to
environmental protection expenditure accounts, thdpin a fiscal type of accounts (86.33)
and in relation to income/capital accounts in seck of chapter 6).

In the SNA 93 subsidies are included in the prindisyribution of income accounts (chapter
7). The income account consists of two accounesgtneration of income account and the
allocation of primary income account. The purpaoste primary distribution of income
account is to show how primary incomes are distelamong institutional units and sectors.
This account includes compensation of employe&sstan production and on imports,
subsidies, operating surplus or mixed income, andeyty income.

When it comes to defining whatsabsidy for the protection of the environment is, the SNA
states:

87.71Subsidies are current unrequited payments thatmgovent units, including non-
resident government units, make to enterpriseherbasis of the levels of their production
activities or the quantities or values of the goodservices which they produce, sell or
import. They are receivable by resident producersrporters. In the case of resident
producers they may be designed to influence teegl$ of production, the prices at which
their outputs are sold or the remuneration of thgtitutional units engaged in production.

87.79bOther subsidies on production:

Subsidies to reduce pollution: these consist o§slids intended to cover some or all of the
costs of additional processing undertaken to redurogliminate the discharge of pollutants
into the environment.

A subsidy given by a government to an enterpriskefgied in a clear understandable manner
but depending on the selection criteria of the fifieation the results can differ. 87.79
identify subsidiesindertakerto reduce or eliminate the discharge. From thiagraph it can



be deducted that it was theotive behindhe subsidy that was of importance when allocating
the expenditure to the accounting framework andimatesultsof the actions. It is argued by
the EEA during the consultation of this paper thattermunrequitedwould exclude e.g.

PSO (public service obligations) in public trangpatich could be said to have an
environmentally motivation, next to the more proamnhsocial motif. These types of issues
are needed to be resolved in the revised SEEA dlso questioned by the EEA if for
example agri-environment scheme payments thatasedoon income would be excluded on
the basis of the SNA definition.

EEA (2005) identified two additional definitions:

From the OECD a subsidy is definedasy measure that keeps prices for consumers below
market levels, or for producers above market levaishat reduces costs for consumers and
producers(OECD, 1998).

The World Trade Organisation definition of subssdo®ntains three basic elements (WTO,
1994):

« a financial contribution, including direct traes$ of funds (e.g. grants, loans, and equity
infusion) and potential direct transfers of funddiabilities (e.g. loan guarantees). A financial
contribution also exists where government revehaeis otherwise due is forgone or not
collected (e.g. fiscal incentives such as tax ts¢divhere a government provides goods or
services other than general infrastructure, orlpases goods; or where a government entrusts
or directs a private body to carry out these fumgi

» the financial contribution must be made by a gomeent or any public body, including sub-
national governments and public bodies such ag-$tahed companies;

* it must confer a benefit.

Another recent (2007) EEA rep@ize, structure and distribution of transport sdloss in
Europedefines a subsidy as: subsidies which are paatiyrfrom public budgets or affect
public budgets via lower tax returns and whereeh®no direct service in return.

To summarise:

The revised SEEA needs to address subsidies tha&naronmentally related at large. Those
that are beneficial to the environment and those #re of a more damaging character.
Statistical definitions and delimitations of subeglin general and environmentally
motivated/beneficial subsidies can be resolvediwitie short term perspective due to the
large number of studies already conducted in tieislf some of them mentioned above.
However subsidies that could potentially be of amimnmentally harmful character and
indirect subsidies in the form of tax reductions areas that not many countries or
institutions have looked into and they would needenime to be evaluated.

Helpful contributions can also be derived from th#lections made on this topic by the
Eurostat Working Group “Environmental Expenditurtatistics”, included in the
publication: “Environmental expenditure statisticSeneral Government and Specialised
Producers data collection handbook”. This handbdekcribes in more detail the thoughts
behind the different variables needed for the ERB#Apilation.



3. Investment grants

In discussions with the broader public, that igshwesearchers and national or international
agencies, the terminologies for subsidies are mbimthe limits of the SNA-definition for
subsidies. Often, investment grants are includédgtnin the SNA are placed elsewhere in
the system compared with subsidies. Nevertheleesntportance of capturing investment
grants makes it necessary to also define the sal@etion criteria for investment grants
within the satellite accounts of environmental acts.

Investment grants are included in capital accocimygter 10) of the SNA, that is, the
accumulation accounts and balance sheets. Thewseafgroup of accounts that are concerned
with the values of the assets owned by institulion&s or sectors, and their liabilities §10.1.
The capital account includes gross capital forrmtb@nsumption of fixed capital and capital
transfers (in which investment grants are included)

Investment grants D.92 §10.137

Investment grants consist of capital transfersaattor in kind made by governments to other
resident or non-resident institutional units todrce all or part of the costs of their acquiring
fixed assets. The recipients are obliged to ugesiment grants received in cash for
purposes of gross fixed capital formation, andghents are often tied to specific investment
projects, such as large construction projectsthé investment project continues over a long
period of time, an investment grant in cash mapdad in instalments. Payments of
instalments continue to be classified as capit@hsfers even though they may be recorded in
a succession of different accounting periods.

To summarise:

The selection criteria need to be established éecing appropriate items of investment
grants. Since the criteria on environmentally matad subsidies can be accomplished based
on the purpose for subsidies, it is recommendetthieasame criteria be applied here. If the
SNA type subsidies are considered it would be aleto group together subsidies and
investment grants in the presentation of envirortaignbeneficial type of subsidies.

10



4. Permits to access the resources (e.g. fishingan  d water
rights) and emission permits

The SNA revision has had on its agenda to resbleéstsue on several aspects related to
property rights, rents and permits. It is foreseetne SEEA revision to keep informed about
the outcomes of the SNA revision in this matter tmdvaluate the effects of the proposed
recommendations. In the field of government perthigsAdvisory Expert Group (AEG) had
the following to say (posted 2006-04-07 on UNSD séb):

Government permits

The AEG was almost equally split on this issuehwitvery narrow majority favouring
treatment as a tax rather than as a sale of a romuped non-financial asset. The
Intersecretarial Working Group on National Accouf8NVGNA) will consider this matter
further. AEG was asked if they agreed with thedwihg recommendations of the Canberra Il
Group which were as follows:

Recommendation 1 All government permits that rely on the exerciss@fereign
powers and are issued on a restricted basis sbeui@gated as taxes.

This recommendation should have referred to tetitmnent of government permits
without any underlying assets. The discussiontitied the possible treatments as taxes,
assets or services, depending on the situation.

Recommendation 2 The method of setting the price of a restrictedegoment permit is
not relevant for its treatment as a tax or an asset

Recommendation 3 If permits are valid for several years, only fogtion representing
the current year is a tax. The remainder is anfifed asset for the purchaser and a
liability for the government.

Recommendation 4 Permits that are transferable or that can hemet to the issuing
government for a refund of the unexpired portiontaeated as financial assets/liabilities.
If a multi-year permit is transferable, a non-progd, non-financial asset is deemed to be
created, with a value that varies according to miacknditions.

Outcome

After some consideration and deliberation the @ esill not solve. A draft chapter 17
‘Crosscutting and special issues’ of the SNA isdasider emission permits as assets if they
are tradeable (§17.291 draft chapter’ bijt chapter 10 (§10.181) defines permits given by
governments as a tax.

From the perspective of environmental accountsvery important that the London
Group in its work with the emission permits notitimtself only to the alternatives tax or
assets, which are the alternatives in relatioléodescription of the permits in the SNA.

Emission permits are of course important from amemic perspective and should be
included in the national accounts, but the desomnpdf the 'physical’ flow (and the monetary
values attached to it) of the emission permitdse sery policy relevant. Environmental
accounts for emission permits should be able toemdda series of questions, which are not
reflected in the regular national accounts.

®AEG recommendations on Leases and licences, part part 2:
http://unstats.un.org/unsd/snal993/recomm.asp?ID=20

" The new draft chapter 17 will be posted shortly on
http://unstats.un.org/unsd/snal993/draftingPhasggtehlssueMatrix.asp

11



For instance:
What are the origins of the permits?
- Are they issued by the Government?
- Are they purchased from abroad by the indes?rOr by the Government?

- Or did the permits enter the economy as aeguence of the use of the flexible
mechanisms (joint implementation or clean develapmeechanism)?

From where have the industries received the permits
- Are they received from the Government foefr@randfathering)?
- Are they bought, maybe on an auction, fromm@overnment?
- Are they bought from a foreign company?

Who owns / holds the permits?

- Is it the energy companies or manufacturimustries that have to have permits in order
to undertake their activities?

- Or is it investment banks who are only ins¢ee in the permits from an arbitrage
perspective?

What is the relationship between the emissions of@ and the emission permits?

- Have the industries acquired a sufficient banof permits compared to their CO2
emissions?

Etc. etc.

The issue of grand-fathering is also somethingritagbup for discussion. On one side,
assimilating taxes and permits makes sense inase @f auctioning when a price is paid
(which can be assimilated to the payment of thg tdgwever, in the case of grandfathering
when the permits are allocated for free, they rédersubsidies from the government to the
enterprise and can be sold to generate income.

On the other side, the reason why tradable peshisild be treated equally whether they are
grandfathered or auctioned is that grandfatheriegma a price of zero, yet. When auctioning
would become more fashionable, different treatmemild mean disturbing the accounts and
break up time series.

To summarise:

The London Group needs to continue to follow tlsewdision within the AEG and with the
final decision of the AEG evaluate the impact andtrrent text in the SEEA. However,
concerning how the London Group decides to des¢hbdlow of permits, in terms of
numbers of permits or in monetary values, the S&#&oAIld not be too restricted by the final
outcome of the national accounts.

12



5. Natural resource management expenditure accounts

The SEEA 2003 presents the Classification of Emvitental Protection Activities (CEPA
2000). CEPA is a UN adopted classification thatsdoat cover natural resources
management activities and expenditures. Naturalres management activities are very
important in particular for certain policies suchthe European Water Framework Directive
or the variety of national policies and programregsh as the Natural Resource Management
and cogservation programme in Australia or thegydliamework for sustainable forestry in
Canad

The European System for the Collection of Econdmiiermation on the Environment
(SERIEE) published in 1994 outlined environmentak@ction activities and also described
in brief natural resource management activitiesRIHE 1994 8810040 sq).

SERIEE as a system is not limited to recording iemnental protection activities but is also
meant to describe activities for the managementaedf natural resources. In this way a
more comprehensive overview of the related intevastbetween human activity and the
environment can be established. However, in ternbsiidding up this type of accounts very
little has been done world wide.

Water management is well covered from a physicedgeetive by different schemes of data
collection by the UN, OECD and Eurostat (l.e. tfd3ID water questionnaire and the
OECD/Eurostat Joint Questionnaire on inland watdrisgse questionnaires cover items such
as treatment and distribution. However, little oratonomic data are collected with the
relation to national accounts for water managemséitht the exception of what is collected
through NACE 41 (production, value added etc). ©#reas such as industries and
governments expenditure to preserve wild florafanita (in the form of sustainable
management of hunting, fishing and harvestinghatural forest resources are today not
collected in a systematic way within the SERIEE&ys

Istat’s experience shows that most of the elemaragable from the Environmental
Protection Expenditure Account (EPEA) — such asctiteria for grouping the units, the
classification of transactions, the accountingswed the accounting tables — are suitable for
Resource Use and Management Expenditure Accoutts1ER) as well. What needs to be
developed specifically for the RUMEA are mainlywamwber of conceptual aspects like those
concerning the classification of activities (simjato the CEPA for the EPEA) and the lists

of connected and adapted (i.e. resource efficiavitig) products.

Proposal on new classification

A Classification of Resource Use and Managemeniiets (CRUMA) should be derived as
much as possible consistently with the CEPA, tartieg from an analogous classification
matrix and arriving to a classification with a sianistructure.

The approach below has been followed by Istat émetbping the Italian CRUMA (see also
Annex B):

first a classification matrix has been set up whahbss-classifies different kinds of
activities that can be carried out to use and marthg natural resources and different
kinds of natural resources (the natural resouroesidered are those identified in chapter
X of the 1994 SERIEE manual; the kinds of actigti@e identified according to the

8 http://www.nrm.gov.auandhttp://ontariosforests.mnr.gov.on.ca/publicatiofie#tstrateqgic
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indications of chapter X of the 1994 SERIEE maramlwell as the kinds of activities
used for CEPA purposes);

secondly, the specific items of the above matrixeheen re-grouped, resulting in a
classification which is structured similarly to C&Rable 1).

Table 1 Classes of Istat’'s CRUMA

: Use and management of inland waters

: Use and management of natural forest resources

: Use and management of wild flora and fauna

: Use and management of fossil energy resources

: Use and management of raw materials (other than fossil energy resources)

: Research and development for the use and management of natural resources

N o oA WON P

: Other natural resources use and management activities

The CRUMA is in Italy being applied successfully,pgarticular to the General Government
sector.

To summarise:

This area was suggested for development by the lGEeliminary list of research items
but in the light of lack of studies in this areasiinot recommended to be included in the
revised SEEA as a standard but as a “best practaea. However, if the Italian experience
can be further evaluated and adopted within theidjgel time line a standard might be
achieved. The revision of chapters 5 and 6 of S&&tAd reflect the fact that the accounting
methodology holds for all the areas of environmeexpenditure; this should be emphasised,
while the main conceptual issues be dealt withteela the scope and classification of
resource use and management activities and expeadit

14



6. Environmental goods and services sector

Already in 1986 a commission communicatiadustrial Competitiveness and Protection of
the Environmenstressed that “the significance of the environ@lgmtotection industry as a
quickly expanding industrial market can no longerdenied, even though considerable doubt
surrounds its exact level of development”. Theeased awareness of environmental
pollution and its measures of pollution control éd&ad to the creation of activities and
services to measure, prevent and reduce pollugonironmental policies and legislation
have continued the development of environmentakptmn activities. Today the policy
interest focuses on different aspects of the enuiient industry including: growth potential,
employment creation, success in exporting enviraniedléechnologies; increased
competitiveness in industry due to applicationslefner technologies; research and
development for cleaner products and processes.

In SEEA 2003 the “Environment Industry” is brieftyentioned as an area related to
environmental protection activities. The definiggoresented are based on the 1999
OECD/Eurostat definition on the environmental goadd services industry. This definition
is still used today by those countries compilinigted statistics.

Currently work in Europe is ongoing to interpretdarther develop statistics from the 1999
manual. In 2006 an expert group under the supervisi EurostatTheEnvironmental Goods
and Services Sector (EGS&)s created. The TF has as a mandate to creat@fstsandard
tables for a new data collection and a compilagjoidle interpreting and explaining the
existing manual of 1999. The Eurostat task forceking on some of the following:

Consistency with expenditure accountsThe sector should be defined consistently with the
scope of the environmental expenditure acCOUum®s, i.

the definition and the classification of the aréamvironmental protection and of the field
of resource management should be the same asiutbeddor the expenditure accounts;

the relationship between the coverage of the EGfiSte coverage of the environmental
protection and resource management expenditureuatxahould be well clarified and
pointed out (e.g. such kind of questions shoulédd@ressed: are there any products that
are covered by the EGSS from the supply side amibiscovered by the expenditure
accounts from the use side? Which ones?, etc.)

In order to ensure this consistency, the relevarspf chapter 5 and 6 in SEEA 2003 should
be revised consistently to each other; in partictila advancements concerning the area of
resource management accounts should be takendoooiat in the definition and
classification of the EGS sector.

Today a few countries are continuing the work staih the end of the 1990’s. Germany,
Canada and Sweden have for some years publishedistan the field and the Netherlands,
Austria, Spain the United Kingdom and Norway areéhgecently conducted pilot projects.

To summarise:

This area was suggested for development by the lGieliminary list of research items.
In the light of lack of studies focusing on metHody in this area it is not recommended to
be included in the revised SEEA as a standard bt ‘dest practise” area. Relevant inputs,
ideas and expertise concerning these issues caeied from the Eurostat Working Group
“Environmental Expenditure Statistics” and the omggp Task Force “Environmental goods
and services sector”.
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7. Concluding suggestions and summary
Below follows a brief summary of what has been uksed in the previous six chapters.

Summary of chapter 1 Taxes:

Environmental taxes within the environmental acd¢simghlight important information about
fiscal policies, their impact on behaviour andyrésented by tax-payee where for example
discrepancies in tax policies exist. It is impottdrat the revised SEEA is clear about the
concept, about the definition and analytical paisds. The OECD/Eurostat definition has
been proved to be useful and clear in its set-ughi® majority of European countries. If this
definition can be agreed upon as the standarditlefirthis topic can be resolved within the
short term deadline.

However, in the framework of the OECD/EEA databaseconomic instruments for
environmental policy, the term is “environmentakyated taxes”, as the national delegates of
the OECD working party on national environmentdigyo- home of the database — could not
agree on what an environmental tax is.

The work of compiling statistics within the framesk@f environmental accounts and the
already existing database of the OECD/EEA is antbenent two separate items of work. It
would be very interesting to see the two closeetiogr for increased usability and statistical
quality.

Summary of chapter 2 Environmentally related subsides:

The revised SEEA needs to address subsidies tnanaironmentally related at large. Those
that are beneficial to the environment and thoaedhe of a more damaging character.
Statistical definitions and delimitations of subeglin general and environmentally
motivated/beneficial subsidies can be resolvediwitie short term perspective due to the
large number of studies already conducted in tald,fsome of them mentioned above.
However subsidies that could potentially be of amimnmentally harmful character and
indirect subsidies in the form of tax reductions areas that not many countries or
institutions have looked into and they would neextertime to be evaluated.

Helpful contributions can also be derived from tetections made on this topic by the
Eurostat Working Group “Environmental ExpenditutatiStics”, included in the publication:
“Environmental expenditure statistics: General Goxeent and Specialised Producers data
collection handbook”. This handbook describes imaraetail the thoughts behind the
different variables needed for the EPEA compilation

Summary of chapter 3 Investment grants:

The selection criteria need to be establisheddlmcsing appropriate items of investment
grants. Since the criteria on environmentally matiyd subsidies can be accomplished based
on the purpose for subsidies, it is recommendettiieasame criteria be applied here. If the
SNA type subsidies are considered it would be heiaéfo group together subsidies and
investment grants in the presentation of envirortainrelated subsidies.

Summary of chapter 4 Permits to access the resourkand emission permits:

The London Group needs to continue to follow treedssion within the AEG and with the
final decision of the AEG evaluate the impact oa ¢hrrent text in the SEEA. However,
concerning how the London Group decides to desthibélow of permits, in terms of
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numbers of permits or in monetary values, the SER@duld not be too restricted by the final
outcome of the national accounts.

Summary of chapter 5 Natural resource management @enditure accounts:

This area was suggested for development by the UBQgteliminary list of research items
but in the light of lack of studies in this are@ihot recommended to be included in the
revised SEEA as a standard but as a “best practisa’ However, if the Italian experience
can be further evaluated and adopted within theibpe time line a standard might be
achieved. The revision of chapters 5 and 6 of SE&Ad reflect the fact that the accounting
methodology holds for all the areas of environmleexgenditure; this should be emphasised,
while the main conceptual issues be dealt withtedlathe scope and classification of
resource use and management activities and expesslit

Summary of chapter 6 Environmental goods and serves sector;

This area was suggested for development by the UBMQg&teliminary list of research items.
In the light of lack of studies focusing on methlodyy in this area it is not recommended to
be included in the revised SEEA as a standard$at‘aest practise” area. Relevant inputs,
ideas and expertise concerning these issues cderived from the Eurostat Working Group
“Environmental Expenditure Statistics” and the angorask Force “Environmental goods
and services sector”.

Suggestions:

¢ To some extent, chapter 5 and 6 cover relatedsssugarticular, taxes and subsidies
are covered in chapter 5 within Environmental Rrtive@ Expenditure Accounts and
in chapter 6 as environmental taxes. We suggesetreangement of these two
chapters to include Environmental Protection Exjgenel Accounts and
environmental taxes in chapter 5 and leave ch#&ptath the other environmentally
related transactions such as emission trading gotyppights etc. Chapter 5 would then
be further elaborated on the issue of subsidiesargiven some clarifications
concerning EPEA.

¢ The text already included in the manual on taxesifScient with some minor
changes. Clarification should be developed abaustandard definition to be used
and how to implement it. An up-date will be donkirtg the new instructions from the
revised SNA.

¢ For emissions permits, the new SNA recommendatidirbesdiscussed and its
implications will be assessed. In-depth applicatioan also be further developed.

¢ We suggest that a working group of countries isfedt to write this text and also to
coordinate with the needs of OECD or other relewaganisations.

Suggested timeline and process

=

To send this clarification paper out to the volengeof the London group

2. The two working groups "Environmental Accounts" dithivironmental Expenditure
Statistics" of Eurostat will also be consultedfimther discussions on the draft paper.

3. Following meeting of the London Group in the latbatf of 2007 the work can

continue.
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Annex A: Tax bases

Tax bases included in the environmental tax statist ics framework (Eurostat 2001)

Measured or estimated emissions to air
- Measured or estimated MOy emissions
- 502 content of fossil fuels
- Other measured or estimated emissions to air
Ozone depleting substances (e.g. CFC or halon)
Measured or estimated effluents to water
- Measured or estimated effluents of oxydizeable matters (BOD, CODY
- Other measurad or estimated effluents to water
- Effluent collection and treatment, fixed annual taxes
Certain non-point sources of water pollution
- Pesticides (Based on e.g. chemical content, price or volume)
- Artificial fertilisers (Based 2.g. on phosphorus or nitrogen content or price)
- Manure
Waste management
- VWaste management in general (e.g. collection ar treatment taxes)
- VWaste management, individual products (e.q. packaging, beverage containers)
Moise (e.qg. aircraft take-off and landings)
Energy products
- Energy products used for fransport purposes
- Unleaded petrol
- Leaded petrol
- Diesel
- Other energy products for transport purposes (e.g. LFG or natural gas)
- Energy products used for stationary purposes
- Light fusl oil
- Heavy fuel oil
- Matural gas
- Coal
- Coke
- Biofuels
- Other fuels for stationary use
- Electricity consumption
- Electricity production
- District heat consumption
- District heat production
Transport
- Motor vehicles, one-off import or sales taxes

- Registration or use of motor vehicles, recurrent {e.g. yvearly) taxes
Resources

- Water abstraction
- Extraction of raw materials (except oil and gas)
- Other resources (2.9. forests)
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Annex B: The Classification of Resource Use and Man
and expenditure — CRUMA (Istat 2007)

agement Activities

Code  Description Explanatory notes/Examples

10 Use and management of inland waters

10.1 Reduction of the intake Reduction of the intake through in-process modifications related to the
reduction of the water input for the production process

10.2 Reduction of water losses and leaks, water reuse Reduction of water use through the reduction of water losses and leaks, the

and savings installation of facilities for water reuse and savings, etc.

10.3 Replenishment of water stocks Ex.: recharge of groundwater bodies to increase/restore water stocks (not to
improve water quality or fight salinity — CEPA 4.4); land improvement,
development of vegetal cover in order to increase water infiltration and
recharge phreatic water bodies (not for the protection of soil against erosion
- CEPA4.3)

10.4 Direct management of water stocks Ex.: water abstraction, conduction and distribution (waterworks), including
water use for irrigation and electricity production; lakes and reservoirs
regulation; etc.

10.5 Measurement, control, laboratories and the like Ex.: measurement, monitor and control of the level of water stocks

10.6 Other activities Education, training and information and general administration when they
refer exclusively to inland waters
Ex.: information campaigns to encourage water savings; release of licences
for water abstraction

11 Use and management of natural forest resources

11.1 Reduction of the intake Reduction of the intake through in-process modifications related to the
reduction of the input of forest resources for the production process

11.2 Reduction of the consumption of forest (wood and Recycling, reuse or savings of forest products and by-products (wood,

non wood)-related products paper, etc.)

11.3 Reforestation and afforestation Replenishment of existing wooded areas or development of new wooded
areas

11.4 Forest fires Prevention and control of forest fires (concerning forest areas relevant
mainly as economic resource and not as habitats -~ CEPA 6.2)

Ex.: development of fireballs, mobilisation of fire fighting means or
measures aimed at the prevention of fires in forest areas

115 Direct management of forest areas (as a resource Ex.: management and maintenance of forest areas for forestry and logging

and not as a habitat) purposes (except for reforestation and afforestation activities); management
and maintenance of forestry and nursery plants; monitoring and control
activities carried out by forest rangers on forest areas as economic
resources (not to protect forest habitats or the biodiversity of flora and fauna
species living in forest areas -~ CEPA 6.1 or 6.2)

11.6 Measurement, control, laboratories and the like Ex.: inventories and assessment of forest resources

11.7 Other activities Education, training and information and general administration when they
refer exclusively to forest areas
Ex.: release of logging licences

12 Use and management of wild flora and fauna

12.1 Reduction of the intake Reduction of the intake through in-process modifications
Ex.: vessel buy-back programmes for the introduction of more efficient
fishing fleets and equipments

12.2 Replenishment of wild flora and fauna stocks Ex.: breeding for the replenishment of stocks for fishing or hunting (for
restocking purposes and not for protection of biodiversity -~ CEPA 6.1)

12.3 Direct management of wild flora and fauna stocks Ex.: management of fish and game reserves

12.4 Measurement, control, laboratories and the like Ex.: inventories and assessment of wild fauna stocks; control on the
observance of licences, quotas, temporary or permanent fishing/hunting
bans

12.5 Other activities Education, training and information and general administration when they
refer exclusively to wild flora and fauna
Ex.: release of fishing and hunting licences, enforcement and administration
of quotas, enforcement and regulation of temporary or permanent
fishing/hunting bans

13 Use and management of fossil energy

13.1 Reduction of the intake Reduction of the intake through in-process modifications related to the

reduction of the input of non-renewable energy sources for the production
process
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Code

Description

Explanatory notes/Examples

13.2

13.3

13.4
135

14

14.1

14.2

14.3

14.4
145

15

151
15.2
153
154

155
15.6

16.

16.1

16.1.1

16.1.2

Reduction of heat and energy losses, and energy
savings

Direct management of the stocks of non-renewable

energy sources

Measurement, control, laboratories and the like
Other activities

Use and management of raw materials
Reduction of the intake

Reduction of raw materials use through the
reduction of scraps and the production and
consumption of recycled materials and products

Direct management of raw material stocks

Measurement, control, laboratories and the like
Other activities

Research and development activities for natural
resource use and management

Inland waters

Natural forest resources
Wild flora and fauna
Fossil energy

Raw materials

Other R&D activities for natural resource use and
management

Other natural resource use and management
activities

General administration of natural resources

General administration, regulation and the like

Environmental management

Reduction of non-renewable energy sources exploitation through the
production of energy from renewable sources, including solar, wind, tidal,
geothermal or biomass sources (production of energy from renewable
sources mainly aimed at reducing air pollution is excluded - CEPA 1.1)

Reduction of the use of non-renewable energy sources through the
minimisation of heat and energy losses and through energy savings (energy
savings mainly aimed at reducing air pollution is excluded -~ CEPA 1.1)

Ex.: exploitation, management and maintenance of the stocks of non-
renewable energy sources including exploration and discovery of new
reserves

(distribution of electricity is excluded)
Ex.: assessment and reassessment of existing reserves

Education, training and information and general administration when they
refer exclusively to non-renewable energy sources

Reduction of the intake through in-process modifications related to the
reduction of the raw material input for the production process or the
consumption or use of resource-efficient products

Ex.: Processing of waste and scrap into a form which is readily transformed
into new raw materials, production of recycled goods (recycling activities
insofar as they constitute waste collection, transport, treatment or disposal
activities are excluded — CEPA 3.2, 3.3 and 3.4)

Ex.: exploitation, management and maintenance of raw material stocks
including research and exploration activities; management of quarrying
sites (activities for the rehabilitation of abandoned mining and quarrying
sites are excluded - CEPA 6.2)

Ex.: inventories and assessment of non-energy mineral stocks

Education, training and information and general administration when they
refer exclusively to raw materials

Ex.: release of licences for mining and quarrying activities

Creative work undertaken on a systematic basis in order to increase the
stock of knowledge and the use of this knowledge to devise new
applications in the field of natural resource management and savings.

Excluded are R&D activities related to environmental protection -~ CEPA 8
R&D activities exclusively related to inland water resources

R&D activities exclusively related to natural forest resources

R&D activities exclusively related to wild flora and fauna resources

R&D activities exclusively related to energy sources (non-renewable and
renewable)

R&D activities exclusively related to raw materials
Other R&D activities concerning other natural resources (not specified)

Any identifiable activity that is directed at the general support of decisions
taken in the context of natural resource use and management whether by
governmental or by non-governmental units.

Any identifiable activity within general government and NPISH units that is
directed towards the regulation, administration of the environment and the
support of decisions taken in the context of natural resource use and
management activities. When possible such activities should be allocated to
other CRUMA classes (within the “other activities” category). If this is
impossible, they should be included under this position of the classification.

If the general administration activities concern both environmental
protection and use and management of natural resources, they should be
broken down between this position and the corresponding CEPA category
(- CEPA 9.1.1). If this is impossible, they should be classified alternatively
in this position or in the CEPA one according to the “main purpose” criterion;
if this is impossible as well, they should be classified within the
corresponding CEPA category (- CEPA 9.1.1)

Any identifiable activity of corporations that is directed at the general
support of decisions taken in the context of natural resource use and
management activities. It includes the preparation of declarations or
requests for permission, internal environmental ~management,
environmental certification processes (ISO 14000, EMAS), as well as the
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Code

Description

Explanatory notes/Examples

16.2

16.3

16.4

Education, training and information

Activities leading to indivisible expenditure

Activities not elsewhere classified

recourse to environmental consultancy services. Activities of units
specialised in environmental consultancy, supervision and analysis are
included. When possible such activities should be allocated to other
CRUMA classes (within the “other activities” category). If this is impossible,
they should be included under this position of the classification.

If the general administration activities concern both environmental
protection and use and management of natural resources, they should be
broken down between this position and the corresponding CEPA category
(- CEPA 9.1.2). If this is impossible, they should be classified alternatively
in this position or in the CEPA one according to the “main purpose” criterion;
if this is impossible as well, they should be classified within the
corresponding CEPA category (-~ CEPA 9.1.2)

Activities that aim at providing general environmental education or training
and disseminating information on natural resource use and management.
Included are high school programs, university degrees or special courses
specifically aimed at training for natural resource use and management.
Activities such as the production of environmental reports, environmental
communication, etc. are also included. When possible such activities should
be allocated to other CRUMA classes (within the “other activities” category).
If this is impossible, they should be included under this position of the
classification.

If the general education, training and information activities concern both
environmental protection and use and management of natural resources,
they should be broken down between this position and the corresponding
CEPA category (- CEPA 9.2). If this is impossible, they should be
classified alternatively in this position or in the CEPA one according to the
“main purpose” criterion; if this is impossible as well, they should be
classified within the corresponding CEPA category (-~ CEPA 9.2)

Natural resource use and management activities that lead to indivisible
expenditure, i.e. which cannot be allocated to any other CRUMA class

This position groups together all the natural resource use and management
activities that cannot be classified under other positions of the classification
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