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	Employment and value added in the environmental goods and services sector
	↑

	Promoting a larger market share of green technologies in the Union and enhancing the competitiveness of the European eco-industry
	Fulfil Europe 2020 employment objectives via job growth brought about by the transformation to a low carbon, resource efficient and sustainable economy’
	             Yellow

	Growth in the sector has stagnated since 2011. The prospects of growth returning are dependent on the sector competing with equivalent sectors in China and the US. This will require continued ambitious policy in the EU.


Overview
The 7th EAP calls for strengthening the market share of green technologies and enhancing the competitiveness of eco-industries by 2020. The Environmental Goods and Services Sector (EGSS) has grown significantly faster than the rest of the EU's economy, both in employment and value added since 2003 and was largely unaffected by the economic crisis. This is partly due to an increase in public sector spending on green infrastructure during the post-crisis years, but has mainly been driven by growth in the renewable energy sector. Growth in the eco-industries has, however, stagnated since 2011, due to increasing global competition and a reduction in domestic investments in renewable energy. The eco-industries will need to retain their global competitiveness to achieve the 2020 7th EAP requirement. This could be assisted through continuing ambitious renewable energy and green growth policy in the EU and Member States but also via more direct assistance.
Setting the Scene 
The 7th EAP (EU, 2013) calls for strengthening the market share of green technologies in the Union and enhancing the competitiveness of the European eco-industry. This will not only reduce the environmental impacts of the economy but can also have important socio-economic benefits in terms of increased value added to the EU economy and increased employment. This is also in line with the objectives of the Europe 2020 Strategy objectives to prioritise, inter alia, sustainable growth (EC, 2010) including growing employment in the green economy (EC, 2012) 
About the indicator
The environmental goods and services sector (EGSS) is defined as that part of a country’s economy which is engaged in producing goods and services that are used in environmental protection activities and resource management domestically or abroad. EGSS is also called the ‘eco-industries’ or ‘environmental industry’. The income created by the EGSS is evaluated in terms of gross value added, which is the difference between output and intermediate consumption. Employment in the EGSS is evaluated in terms of full time jobs.
The data are broken down by: industry (e.g. services, construction, etc.); environmental protection class (e.g. for wastewater management, waste management, protection of biodiversity and landscapes) and; resource management class (e.g. water management, energy resource management).
[bookmark: _GoBack]The 2000 to 2013 data are Eurostat estimates, with the more recent data based on voluntary surveys sent out to Member States. The year coverage of data from these surveys varies from country to country. Not all country data comprehensively cover all types of activities and all environmental domains. It should also be noted that at present some countries are using different classifications/approaches for calculating employment data. For more information please see http://ec.europa.eu/eurostat/cache/metadata/en/env_egs_esms.htm. From 2017, reporting of data on the EGSS will be mandatory and standardised (Eurostat, 2015).
The EGSS sector does not cover a number of resource management economic activities; for example the management of forest resources, the management of wild flora and fauna and research and development for resource management are excluded.
While both this indicator and the environmental protection expenditure (EPE) indicator are focused on the measurement of environmental activities, they do so from different perspectives. One of the key differences is that EGSS includes (some) resource management activities (which includes renewable energy and energy efficiency), but EPE does not. Another important factor is that EGSS includes output figures for exports, and EPE includes the purchase of imported goods, therefore comparison of aggregate measures of expenditure and production from each set of statistics should take this difference into account. Another factor which complicates comparison is that EGSS output figures are at basic prices (excluding taxes), while EPE figures are at purchase prices and therefore include taxes. (UN, 2014).
Policy targets and progress
There are no quantitative 2020 targets on the level of employment or output from the eco-industry sector, i.e. the Environmental Goods and Services Sector. However, Europe is seen as a global leader in the development of environmental goods and services and as such there is significant potential foreseen in exporting this expertise (EC, 2015).
The latest data shows that from 2000 to 2013, employment in the EGSS (based on estimated data for the EU as a whole) increased by some 49%. In 2013, about 4.2 million people were employed in this sector (Eurostat, 2015). The increased awareness of the need to combat environmental pollution and preserve natural resources, as well as the obligations to comply with the environmental acquis, has led to an increase in the supply and demand of environmental goods and services, i.e. products to prevent, measure, control, limit, minimise or correct environmental damage and resource depletion.
Figure 1 Trends in employment and value added in the Environmental Goods and Services Sector (EGSS) compared to the average across the economy, EU

[image: ]
Data sources: Eurostat env_ac_egss1, env_ac_egss2, lfsi_emp_a, nama_10_gdp
As can be seen, the EGSS has seen strong growth in employment and value added since 2003, far higher than average growth rates across all economic sectors in the EU. This above average growth has led to an increase in the sector's contribution to GDP, growing from 1.5 % in 2003 to 2.0 % in 2013, and its contribution to total employment in the EU growing from 1.4 % to 2.0 % over the same period.  
A point of key interest is that the eco-industries continued to grow even in the years immediately following the financial crisis. According to Görlach et al (2014) this was partially a result of the innovative nature of the industry and Europe's competitiveness on the global market, but also due to an increase in public spending on environmental protection and renewable energy during the post-crisis years (see also under the Environmental Protection Expenditure Briefing). Some of the most successful government interventions have been investment support schemes, which provided investors with a high degree of investment certainty. Especially in difficult economic times, governments can induce significant private investment in the eco-industries by providing the certainty that investors cannot get elsewhere (Görlach et al, 2014).
The EGSS can be divided between environmental protection activities - which include preventing, reducing and eliminating pollution and any other degradation of the environment - and resource management activities - which include management of energy resources (renewable energy production and equipment and installations for heat and energy savings).  Growth in both areas has been strong but has been particularly high in the resource management area; the value added of this sector grew from 50.7 billion Euro in 2003 to 116.7 billion Euro in 2013 (at 2010 prices). The renewable energy sector has been the key driver in this growth. Environmental protection activities still represent the major element of the EGSS, however, with a value added of 156 billion Euro in 2013.
EU employment in environmental protection activities and for water and energy resources management is estimated at 4.15 million full-time equivalents by 2013 (see figure 2). The main driving force for the estimated increase since 2000 is the growing importance of activities that manage energy resources, in particular the production of energy from renewable sources, the production of wind and solar power stations and equipment and installations for heat and energy savings (Eurostat, 2016).

Figure 2 Employment in the Environmental Goods and Services Sector, EU-28
[image: ]
source: Eurostat (dataset: env_ac_egss1)
The overall increase in employment and value added of the EGSS sector is a positive development. However, it should be noted that a greener economy is not inclusive and socially sustainable by default, and the transition phase is likely to entail some challenges, particularly within certain sectors and for certain workers. Consequently, a comprehensive approach is needed that ensures that green jobs are also decent jobs that contribute to social inclusion (ILO, 2008).
Despite the successes of the sector, recent trends are not so positive, with employment and value added growth in the sector having stagnated since 2011. This may be a result of increasing competition from other parts of the globe including the US and China (Görlach et al, 2014). A further driver has been a slump in domestic investments in renewable energy. In 2015, EU investment in renewables reduced by 21% compared with the previous year as a result of ongoing uncertainty on the future of support mechanisms and lower investment capacity in some EU countries (UNEP, 2016) (see the Share of Renewable Energy briefing). The 2020 outlook of the sector in terms of an increased contribution to the EU’s employment and economy is therefore uncertain. 
Outlook beyond 2020 
The EGSS is needed in order to achieve growth which is both low carbon and decoupled from resource use, as per the long term vision of the 7th EAP. There are clear signs of a strengthening policy focus extending beyond 2020 on energy efficiency, such as the extension of the targets for renewable energy and the new targets for waste recycling under the Circular Economy Package. These signs suggest that there could be growth in EGSS employment and output beyond 2020.
Changes in the policy framework, such as reductions in the subsidies provided to support electricity from renewable source at Member State level can jeopardise this situation in those Member States, as these changes risk reducing demand for the EGSS. There is also increasing global competition in parts of the EGSS, with the prime example of this being in the manufacture of photovoltaic panels. If the EGSS is to continue growing the associated eco-industries in the EU will need to retain their global competitiveness. This could be assisted through ambitious EU and Member States renewable energy and green growth policy but also via more direct assistance such as investment support schemes which provide investors with a high degree of investment certainty.
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