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Executive Summary

China’s environmental industry has experienced tremendous development in
recent years. The turnover for the environmental industry grew more than 5
times from 2004~2011. In order to boost the development of environmental in-
dustry, the Chinese government has issued the 12™ Five-Year Plan for Energy
Saving and Environmental Protection Industry as well as the Guidance on Accel-
erating the Development of Environmental Industry. However, China’s environ-
mental accounting is still in its early stages. There is no regular statistical
activity specifically dedicated to the environmental industry. It is necessary to
learn from other countries’ experience and practices and to establish a systematic
environmental industry accounting framework so as to provide firm data support
of environmental industry policies.

Developed by the European Commission’s Eurostat, the EGSS accounting
framework has emerged as an essential approach to measure the environmental
sector. It offers a way to define which types of investment and which sectors can
be considered “green,” and it makes it possible to measure the “share of green
economic activities” in terms of turnover, value added, employment and exports.
Eurostat released a handbook with definitions and data collecting methods used in
EGSS in 2009. Since then a number of European countries have started regular
data collection based on the handbook. It has also been incorporated into the Sys-
tem of Environmental-Economic Accounting by the United Nations and has be-
come an international standard.

It 1s of vital importance for China to explore the feasibility of applying EGSS
framework due to the following reasons: (D To measure the contribution of envi-
ronmental goods and services to green economy and identify the new green
growth point for green transition and development. @ To obtain the comprehen-
sive information of environmental industry. @ To acquire consistent data {or in-
ternational comparison. @ To provide experiences for other developing
countries. & To help promote national economic accounting and build the index

for ecological civilization construction.
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1. After over 10 years’ practice, the EGSS framework has been well developed
in the European Union. Some EU countries are working on the establishment of
EGSS statistical system. It has also been included in the SEEA 2012 by the United
Nations.

Many EU countries have been collecting EGSS data regularly. Countries like
Canada and Australia have also started EGSS data collection. It can be said that
EGSS framework has earned broad international recognition. The statistical
standards, product classification, and indicators of the EGSS [ramework have
been adopted by the SEEA 2012 by the United Nations.

According to the EGSS handbook, the environmental goods and services sec-
tor can be divided into two main groups. @ Environmental protection (EP)
This includes technologies and products intended for the prevention, reduction,
elimination and treatment of air emissions, waste and wastewater, soil and
groundwater contamination, noise and vibration as well as radiation. It also cov-
ers the prevention, reduction and elimination of soil erosion and salinity and the
preservation of biodiversity and landscapes as well as monitoring and controling
of the quality of environmental media and waste. @ Resource management
(RM) . This covers technologies and products intended to manage and/or con-
serve the stock of natural resources against depletion. It includes both prevention
and restoration, and it covers the monitoring and control of the use and levels of
stocks of natural resources. Environmental industry products can be classified in
nine EP domains and seven RM domains depending on how environmental protec-
tion activities are classified ( CEPA) and the classification of resource
management activities (CReMA) . Technologies, goods and services produced
by the EGSS can be classified as environmentally ‘specific’ services, connected
products (goods and services), adapted goods, integrated technologies and end-
of-pipe technologies. The EGSS framework is designed to measure {our economic
variables: turnover, value added, employment, and exports.

The EGSS framework can be used to: (O provide comprehensive data
support for environmental industry and green economy policymaking; @ help an-
alyze the contribution of environmental goods and services to green growth;
@ provide consistent data collection framework among countries. However, the
EGSS framework also has limits, such as lack of standard product classification
catalog, difficulties of being incorporated into the statistical systems of different

countries, and lack of standard processing and evaluation method.
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2. China’s standard statistics can roughly provide some of the data needed for
environmental goods and services. It needs further research on the feasibility and
difficulty of collecting EGSS data through the basic data collection forms.

The General Product Classification for Statistical Use, which serves as the
standard for statistical activities in China, classifies all of the products in the na-
tional economy into 97 divisions. Only a relatively small number of
environmental products can be directly identified in this system. Other environ-
mental products are mixed with non-environmental goods and services.

Even though published statistical yearbooks can provide valuable information
for EGSS accounting, it is difficult to compile consistent data that is complete.
The major challenges and limitations include: @ it is extremely difficult to
gather consistent data with the same statistical scope; @ the calculations of some
indicators may not be accurate due to the variabilty of the measurement; @ The
database may not cover everything; @it is hard to identify main activities, sec-
ondary activities, and auxiliary activities, moreover governmental and corporate
production cannot be separately identified.

It is reported that China is planning to build a regular statistical survey for
strategic emerging industries including environmental industry in the long run. If
so, it is possible that the EGSS framework may be incorporated into this new
statistical form.

3. China’s Environmental Industry Survey can provide a considerable amount
of EGSS data; however, the scale needs to be extended and it lacks long-term policy
support.

China’s environmental industry survey aims to acquire comprehensive infor-
mation on China’s environmental industry and to provide data support for envi-
ronmental industry policies. It has been conducted four times in 1993, 2000,
2004, and 2011. China’s environmental industry survey is different from the
EGSS framework in the following ways.

(1) The goal of the two activities are different. China’s environmental in-
dustry survey is aimed to acquire the overall situation of environmental industry;
while the EGSS framework is designed to obtain detailed data on environmental
goods and services. The former is consisted of much more indicators and ques-
tions than the leotter.

(2) China’s environmental industry survey does not use the same classifica-

tion system as the EGSS {ramework suggested.
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(3) The survey population is different between the two activities. China’s
environmental industry survey includes legal entities with an annual income of at
least 2 million RMB. The EGSS [ramework includes all environmental producers
both by government and corporation.

The Environmental Industry Survey is by far the most comprehensive statis-
tical practice specifically focused on the environmental industry in China. It can
serve as a starting point for EGSS data collection. The product classification cov-
ers a broad range of environmental products and is specific enough to be re-cate-
gorized according to EGSS scopes. The product classification list of the Environ-
mental Industry Survey contains most of the environmental protection products
and some resource efflicient products. If this product list as to be [urther
extended in the future, a larger EGSS producer group could be identified more
easily. Most of the EGSS variables can be extracted from the Environmental In-
dustry Survey, even though estimations and assumptions included in the Survey
may affect accuracy. EGSS statistics can be extracted from the original data col-
lection forms used to compile the Environmental Industry Survey or they can be
obtained from the integrated data of each product code.

There are some major gaps in applying EGSS framework in China. The En-
vironmental Industry Survey does not cover the entire EGSS population. The es-
timation of producers with multiple types of products may not be accurate. The
survey questionnaires target organizations rather than companies, which means
the turnover, employment, export and other variables are the sum of all the
products in the organization. The survey is not performed on a regular basis and
lacks standard protocols and long-standing support; hence it cannot provide con-
sistent statistics. Instead of a regular statistical practice led by the National Bu-
reau of Statistics, the survey is conducted as part of an industrial survey of the
Ministry of Environmental Protection. There is no strong legal or institution
support for this survey, and the specific timeline of the next survey is still uncer-
tain. The expansion of the survey population can be achieved by learning [rom
other countries and conducting on-field research of local industry associations.
The technical problems can be tackled by deepening the research of typical corpo-
rates. The institution support mainly needs governmental emphasis and coordi-

nation.



