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Annual Progress Report

Year One
(July 2006 – June 2007)
2 August 2007

1.

Overview

Good progress has been made on all work-packages during the first year of the project, and all are broadly on schedule (see Annex 1 for the project plan).  Summaries are provided for each work-package in section 2.  WP2 is the least advanced.  However, this work-package was not scheduled to start until January 2007.  In total, over 560 person-days were spent on the project during the year; with PSI, SERI and GWS accounting for almost three-quarters of these.
Table 1:

Project effort 

	Partner
	Person-days
	Cumulative total

	
	Year 1
	Year 2
	Year 3
	

	PSI
	149.7
	
	
	149.7

	CE
	47.4
	
	
	47.4

	GWS
	129.0
	
	
	129.0

	SERI (1)
	135.0
	
	
	135.0

	FFU
	56.0
	
	
	56.0

	UEP
	46.5
	
	
	46.5

	Total
	563.6
	
	
	563.6


 (1)

Including 12 days for SSP on WP4
Full Partner Meetings were held in November 2006 (Berlin) and May 2007 (London).  The former coincided with the first meeting of the Advisory Council; which provided the first opportunity to discuss the project with the council members and to get their feedback.  In addition, Teleconference / Steering Group Meetings were held in July 2006, September 2006 and February 2007.  
To date, ten working papers have been produced (three of which have been posted on the intranet); with one of these being submitted to a journal.  In addition, three papers have been accepted for presentation at international conferences.

With regard to general dissemination, an overview of the project (e.g. objectives, structure, etc.) was presented at the 32nd Annual Conference of the Association for the Study of German Politics in May 2006 (by PSI) and to the AGF Board of Trustees in March 2007 (by FFU).  A project website (www.petre.org.uk) has been set up, providing an overview of the project, downloadable working papers, information about relevant events and links to other CSGE projects.  Looking ahead, a dissemination database has been created, containing the names and contact details of people who have been identified as being interested in the findings of the project.  
2.

Work-package reports
2.1
WP1a: Energy, competitiveness, economic growth, resource productivity and environmental quality
a)

Objectives
This work package assesses the relationship (positive or negative) between resource consumption (especially energy), resource prices, economic growth and competitiveness and material flows. The work will be carried out by PSI and GWS. Considering that the same piece of analysis will be undertaken for the UK and Germany, work was divided on the basis of the analysis being carried out. In particular, GWS has focused on Competitiveness and Material flows while PSI on Energy use and Air pollutants. 

b)

Progress to date

Work so far has focused on the identification of data sources and the implementation of part of the analysis discussed in the work package concept note.

Data Collection

In the case of Energy use, data for about 10 industrial sectors on Energy Consumption, Energy Price and GVA were collected from IEA and OECD publications. The timespan goes from 1978/1970 to 2004; data are in annual terms.  In the case of capital, materials and labour use, data have been sourced from the EU KLEMS Growth and Productivity Accounts: while air pollutants data (GHGs) have been taken from a dataset collected by the IEA.
Analysis conducted so far:

As a first step we conducted an assessment of whether policies like environmental taxes can be justified on the basis of the dynamic properties of the data. In particular, it can be argued that policies which are applied across productive sectors and which are not altered frequently are justified only in cases where the difference among productive sectors is deterministic rather than stochastic. This has been found to be the case for a number of British industrial sub-sectors over the 1970/1978-2004 sample. 

Analysis in progress:

The second piece of work focuses on the comparison of the energy demands of the German and UK industrial subsectors obtained by using a variety of estimators proposed in the literature. These estimators can take into account the dynamic adjustment in energy demand and the differences among energy demands of the industrial sub-sectors.

c)

Outputs during year 

Working Paper: 
· Agnolucci and Venn (2007) Industrial Energy Intensities In The UK: Is There A Deterministic Or Stochastic Difference Among Sectors?  
· Jungnitz, A. (2007) Decomposition analysis: Energy, material, greenhouse gases in Germany.
Journal Paper: 
· Agnolucci and Venn (2007) Industrial Energy Intensities In The UK: Is There A Deterministic Or Stochastic Difference Among Sectors? submitted to Energy Economics 

d)

Planned work for next year
The third and final piece of work related to the relationship between resource consumption, resource prices and economic growth deals with GHG emissions. In particular, we plan to estimate the effect of GVA, labour, materials and capital on GHG intensity when taking into account the difference across industrial sectors.

e)

Significant issues or problems
None.

2.2
WP1b: Economic growth and quality of life
a)

Objectives
The objectives for year one were to undertake a literature review on ‘quality of life’ (also termed ‘happiness’) literature (also that produced in Germany) needs to be reviewed, focusing especially on the links between environment/resource flows and quality of life, both direct (e.g. most obviously from pollution) and indirect (from the economic and social results of environment/resource use).

b)

Progress to date
The literature search has been completed, and we have finished writing up the literature review. Through liaising with petrE project colleagues, we discovered that the policy debate surrounding wellbeing does not seem to exist in Germany to the extent in the UK. For this reason only English language literature has been included in the literature review. 

The literature review briefly discusses the overall happiness / wellbeing debate outlining its main tenets, exploring its data sources and main arguments. The literature review found that there has been little attention paid to environment/wellbeing relationships in the existing wellbeing literature. Gaps are found in the generic wellbeing literature as existing approaches lack an appreciation of the contribution environmental factors have in the generation of wellbeing.  Despite this, a number of articles sourced from the literature search suggest that there are indeed both direct and indirect links between environment/resource flows and quality of life factors. These articles are analysed and grouped into theoretical and empirical contributions.  A model outlining the direct and indirect environment/resource flows and quality of life links has been put forward together with a list of factors which highlight gaps in the current research literature.  

c)

Outputs during year 

Working paper
· Wellbeing literature review. [Initial draft – will be developed further in year 2]
d)

Planned work for next year
Incorporate any insights from WP1B, WP1C

e)

Significant issues or problems
None.

2.3
WP1c: Economic and environmental contribution of environmental industries 
a)

Objectives

The objective of this work-package is to assess the economic and environmental contributions of environmental industries – with a particular focus on Germany and the United Kingdom.  It comprises the following four tasks:

Task 1 (PSI)
Establish the definition of ‘environmental industries’ for the project, such that maximum data are available (probably will need to use EUROSTAT definitions) and the maximum number of resource flows/pollution impacts are covered.

Task 2 (PSI)
Establish the size of the environmental industries in Europe (for input into WP3) and, in much more detail, for Germany and UK, and their contribution to the economies of Germany and UK (link to WP1B).

Task 3 (PSI)
Establish the environmental improvements that these industries have achieved (link to WP1B). 

Task 4 (FFU)
Establish the structure, function and (future) dynamic of ‘environmental industries’ as an important contribution to sustainable growth. Analyse the relationship between these industries and resource productivity in Germany and draw conclusions for the role of economic and regulative instruments.
b)

Progress to date
Task 1
An OECD/ EUROSTAT Informal Working Group on the Environment Industry was established in 1995 to address the issues regarding the definition of the environmental goods and services industry and develop a common methodology. For the purposes of WP1C it was agreed to follow the OECD/ Eurostat definition
. 

As part of Task 1 and in view of the work envisaged in Task 3 (establishing the environmental improvements of the environment industry) the following time-series data on resource flows and pollution impacts for industrial sectors have been collected (for the UK only so far): emissions to air, energy use, demand for water services, water consumption, demand for aggregates related products, and environmental protection expenditures (EPE) by medium. Data on inland water quality by region has also been collected. 

Task 2
Results for Task 2 will be obtained from a recent report on the environment industry commissioned by DG Environment
. Turnover and employment by eco-industry sector in 2004 is available for the EU-25 from this report.

In addition we are cooperating with the UK consultancy, GHK, who, as part of an ongoing project for DG Environment on links between the environment, economy, and jobs, will be putting together input/ output tables that include an environment sector. However, this dataset will only become available in July/ August 2007. 

Task 3
As a first approach to Task 3 an attempt to create decoupling indicators on the sectoral level for the UK has been undertaken, i.e. the pollution flow data for a given industrial sector (collected as part of Task 1) will be analysed in relation to sectoral output (as measured by gross value added).

Task 4

More than originally intended we have focused on the structure, function and dynamic of the environmental industry. Environmental industry is essentially an “invisible industry” in terms of statistics and branch analysis. The size depends on different definitions. The project now has clarified this problem. We differentiate between two sub-sectors: pollution management and resource management. Another differentiation is between a statistically operationalised core area and satellite areas such as “eco-tourism” or “eco-construction”, where e. g. only growth rates of components are available.

The environmental industry is a quasi sector of 2-3 % GDP in the EU and 4 % in Germany. The annual average growth rate is about 7% in the EU and 8% in Germany. In terms of functional analysis the eco-industry is a condition for sustainable growth because it prevents external damage costs which finally would reduce growth. It could be shown that the differing, fast growing parts contribute also directly to sustainable growth. WP1c gives an outline of future trends, instead of historically data, which are not available. These data could also be used by econometric models.

The environmental industry is essentially policy-driven. But, whether it is competitive by itself or contributing to the competitiveness of the national economy is a separate (and difficult) question. Here we have focused on four cases: renewable energy, eco-construction, recycling and fuel-efficient diesel cars to analyse the policy impact on economic success variables (Porter hypothesis). “Policy” here means not only the use of environmental taxes. But it can be made plausible (also in the light of state of the art of environmental policy analysis) that within the policy mix in Germany (as well as in UK) the environmental tax plays a relevant role regarding fuel efficient cars and eco-construction. In case of electricity from renewables there is a clear influence of the change of relative prices (by the feed-in regulation) – together with the rise of prices for fossil energies. In the trias of (general) economic instruments, (specific) regulation and supporting instruments (like eco labels or public procurement) the economic instruments and especially the environmental tax play a strong role in both countries.

Important for further discussions about policy, environmental tax reforms and regulation is the finding in Germany, that for the moment, the role of the environmental industry seems to be ambivalent: Whereas this industry may play an important role for products and processes which reduce emissions and waste, an influence on resource productivity so far could not be identified. The differentiation of a special sub-class of resource management (and the case of recycling) within the environmental industry may be a first step to get better information. Now the question arises, how policy can influence the economy aiming to increase resource productivity: The German political goal of doubling resource productivity until the year 2020 means a continuous improvement of more than 4 % during the remaining years.

c)

Outputs during year

Working paper 

Function, structure and development of the German eco-industry (it will be finished in July / August 2007)

d)

Planned work for next year
Tasks 1-3

It is envisaged that the main output from WP1c will be in the form of: 

· A dataset on sectoral resource and pollution flows for the UK and Germany. The data collection effort for the UK will have finished by the end of July. If time permits the data collection for Germany will be started.

· A report on the environment industry that will cover the following questions in two parts:

a) Part 1 (covered by Tasks 1, 2 and 3)

- How is the environment industry defined?

- How have the environment industries grown?

- What environmental improvements have they achieved?

b) Part 2 (covered by Tasks 4 and 5)

- What are the growth dynamics of the environment industries?

- What are the implications of this growth for the economy as a whole?

Part 1 will be mostly completed by the end of July 2007. Part 2 will be started over the summer and is aimed to be completed in the late autumn of 2007.

Task 4

Preparation of the progress report (draft version) on: Definition, structure, function and trend of the German Eco-Industry until August 2007. Discussion of the paper together with GWS and PSI. (Final version of the report in October 2007)
Additional policy paper on possibilities of a Policy mix to foster the development of eco-industries and to promote resource productivity for the European industry.  Time plan: January 2008.  

Publication of the results in an international journal.

e)

Significant issues or problems

None

2.4
WP2: Resource and labour impacts of European ETRs to-date
a)

Objectives and background
The objective of this work-package is to assess the impacts of changes in the average prices of energy and labour resulting from the ETRs in Germany and the United Kingdom on the use of these two input factors in selected manufacturing and service sectors.  The analysis is bottom-up in that each sector is analysed individually, taking specific account of differences in the impacts of the ETRs on energy and labour prices (e.g. due to exemptions, etc.).
The work-package was scheduled to start in January 2007 and to last for eighteen months (i.e. it is scheduled to be completed by the end of year 2).  It has three milestones:

· Completion of data collection (August 2007)
· Completion of analysis (February 2008)

· Completion of work-package report (July 2008)

In addition to the formal work-package report, it is anticipated that a number of working / journal papers will be generated.

b)

Progress to date

Work to date has focussed on the collection and collation of data; which is of two types:
· data required to estimate the sector cost-share equations (i.e. factor cost-shares, factor prices, output levels);

· data required to estimate changes in the sectors’ use of energy and labour (i.e. % changes in prices of energy and labour due to ETRs)

Regarding the first type, the EU KLEMS datasets (released in February 2007) have been investigated and have been found to provide the necessary data.  In particular, they provide value and volume time series (from which price indices can be derived) for capital, labour, energy, material and service inputs, along with volume indices for gross output and value added.  Data is provided for 31 sectors (including 12 manufacturing and 9 market service sectors) from 1970 to 2004 for the UK, and from 1978 to 2004 for Germany.
Regarding the second type, data on the impact of the ETR in Germany on the prices of energy and labour faced by different sectors has been sourced from a report by DIW.  For the UK, this data will have to be constructed, taking account of the sectors’ energy and labour mixes (available from Energy Consumption in the UK and Annual Survey of Hours and Earnings respectively) and the coverage of any Climate Change Agreements.  For some sectors, the impacts on energy prices have been estimated in a previous project (COMETR). 
c)

Outputs during year

None.
d)

Planned work for next year

The work-package is scheduled to be completed by the end of year 2.  To this end, the following work is planned:

· extraction of relevant data from the EU KLEMS datasets and processing of this data to produce datasets for the econometric analysis (data collection);

· estimation of the impacts of the ETR in the UK on the prices of energy and labour faced by selected sectors (data collection);

· econometric estimation of the parameters of the cost-shares equations for the selected sectors (analysis);

· estimation of the impacts of the ETRs on the quantities of energy and labour used by the selected sectors (analysis);

· production of the work-package report (reporting)

In addition, it is anticipated that a number of working / journal papers will be generated during the year.

e)

Significant issues or problems

Alexandra Miltner left PSI at the end of July and Roger Salmons will be leaving at the end of September.  Consequently, Paolo Agnolucci will take over responsibility for this work-package, in addition to WP1.  This is likely to result in some slippage of the milestones. 
2.5
WP3: Modelling the economic and environmental impacts of different ETR regimes
a)

Objectives

To identify, using the two EU-wide European macro-econometric models (E3ME and GINFORS) projecting to 2020, the major impacts of ETR in Germany, the UK and the EU on:

· resource productivity

· energy demand and greenhouse gas emissions

· economic output

· labour productivity
As outlined in the final draft of the proposal, the analysis will not be limited to ETR, but will also include future European emission trading systems (ETS). In this chapter ETR is taken to stand for price instruments in general.  The final objective is to identify reasons for any differences in the models' projections. 

b)

Progress to date

GWS has provided a technical paper on GINFORS which outlined the main attributes of the GINFORS model, namely:
· Global coverage (varying detail)

· Model structure, five models (input-output, macro, energy-emissions, material inputs and land use) for each region linked together by a bilateral trade model

· GINFORS is not a CGE model rather it is based on an evolutionary philosophy which is imperfect and allows only for bounded rationality. The model’s parameters are estimated using OLS and assume heterogeneity

CE has produced a technical scoping report on extending E3ME to incorporate material flows.
This describes the data requirements and necessary model development to assess policies aimed at improving resource productivity.  The report is submitted 
CE has produced a technical paper on E3ME which outlined the main attributes of the E3ME model, namely:
· Geographical coverage of each EU25 member state plus Switzerland and Norway.  Activity elsewhere in the world is treated as exogenous.
· A set of 22 interlinked equations to calculate imports, exports, consumption, energy use, prices, etc

· Model parameters estimated using a two stage Error-Correction methodology combined with general instrumental variable estimation, assuming heterogeneity

· An Energy Technology Model developed to improve the treatment of new technologies and their effects on the power generation sector
GWS and CE have produced a comparison paper summarising the main differences and similarities between GINFORS and E3ME (WP3.3).  The main points are summarised below:
· GINFORS is a global model, while E3ME is a European model

· The two models’ data sources are similar (Eurostat and OECD)
· GINFORS uses OLS estimation whereas E3ME is based on Engle Granger cointegration techniques

· Both models assume heterogeneous agents and the concept of bounded rationality

· GINFORS is based upon a bilateral trade system, in E3ME trade is modelled on the basis of a European pool.
GWS provided a starting point for the literature review to be undertaken jointly in WP3.

GWS outlined a list of recent projects and papers regarding productivity and environmental tax reform

GWS has produced a comprehensive literature review (WP3.4)

GWS has provided a comprehensive literature review on environmental tax reform studies in Germany
CE, GWS and the other partners have laid out the general framework for the scenario analysis (WP 3.6):

· Baseline scenario (PRIMES baseline) with latest IEA oil price projections to 2020 (WP 3.5)

· Baseline scenario with high energy/oil price projections to 2020 

· ETR scenarios at EU level involving:

a) the EU ETS

b) the introduction of a materials tax

c) substantial real-terms increase in fuel duty to 2020

d) policies to curb household energy consumption

e) inclusion of aviation in the ETR framework via emissions charge/ large tax increase on aviation fuel use rather than explicit inclusion of aviation in the EU ETS to avoid the latter's problems related to the allocation mechanism

f) CO2 tax on business energy use

g) Revenue neutrality, recycled to reduced income tax payments and/or social security contributions

Other scenarios will be:

· The ETR scenario (as described above) with high oil price

· The ETR scenario (as described above) with revenue invested in low carbon technologies

· The ETR scenario (as described above) with revenue invested in low carbon technologies with high oil price

c)

Outputs during year

Working papers
· Literature review: Modelling Environmental Tax Reforms in Germany (GWS)

· The GINFORS Model: Model overview and evaluation (GWS)

· E3ME An Energy-Environment-Economy Model for Europe: A technical description for petrE (CE)

· A comparison of E3ME and GINFORS (CE/GWS)

d)

Planned work for next year

CE is working on a review of literature that was an input to the COMETR project

CE will provide a review of environmental tax reform research in the UK

CE, GWS will confirm a baseline, CE suggests the updated PRIMES baseline due to be published in autumn 2007 (WP3.5)

CE, GWS and other partners will confirm the specifics of the ETR to be modelled in the scenario analysis (WP3.6)

CE will provide partners with details on the baseline projections

e)

Significant issues or problems
The latest PRIMES baseline will be available by autumn 2007 which CE hopes to use.  Will this be in time to provide baseline figures to other partners?  It would be helpful for CE to obtain price data from SERI on the materials modelled in E3ME (see WP5 below).
2.6
WP4: Implications for Central and Eastern European countries
a)

Objectives

The theme of this work package is to analyse the potential of ETR in the new EU member states thereby assessing whether experiences gained with ETRs in Germany and the UK can be transferred. This analysis requires studying the political, economic, fiscal conditions of the countries concerned in more detail. The work package is split into two separate but interconnected parts: the first one analyses the evolution surrounding ETR in the Czech Republic in detail by undertaking a desk study and by interviewing key stakeholders. This task is done by colleagues from the University of Economics Prague (UEP), Czech Republic (part I). The other part of the work project is carried out by the Sustainable Europe Research Institute (SERI), Austria (part II). The underlying rationale and the concept of ETRs is discussed by distinguishing the situation in countries, such as Germany and the UK, and economies in transition. It is obvious that the underlying policy objectives addressed when introducing an ETR must be reflected in the actual design of the ETR as can be seen in the countries which launched an ETR in the past (ETR countries, such as the UK, Denmark, Sweden, the Netherlands, Germany, Finland). Therefore it is essential to assess whether the new EU member states are facing similar challenges from which the policy objectives are generally derived, as it was in the ETR countries.  

b)  
Progress to date
Part I 
The long-term history of environmental charges, taxes and ETR in the Czech Republic was reviewed.

A questionnaire for in-depth “face-to-face” interviews with key experts in the field of long-time preparation of the ETR in the Czech Republic was prepared (published outcomes of the PETRAS project were utilized among others). The first round of the face-to-face interviews was realized by the research team. They were recorded, retyped and analysed. 

Key findings from the interviews were utilized when designing a second questionnaire that was used for the qualitative research (namely for identification of barriers of ETR implementation). The key aims of the qualitative research were formulated as follows: (A) Depth of awareness and detailed knowledge about ETR, (B) Detection of interests of the main players (actors), (C) Interests of sectors vs. attitudes and interests of individuals (representatives), (D) Change of attitudes (views, positions) when provided an additional information about ETR by surveyors, (E) Comparison ETR and other tools of environmental and economic policy.
Key stakeholders of ETR in the Czech Republic were identified (including contacts on concrete persons for conducting the interviews).

Part II 

Information on environmental taxes, in particular on energy taxes, for EU member states has been compiled and also the overall taxation structures of these countries have been studied as they are decisive in the context of how revenues from environmental taxes may be recycled. Furthermore, the ETRs implemented in the above mentioned ETR countries, in particular in Germany and the UK, have been studied. Overall progress made is rather limited as it also can be seen in the number of days worked so far (see Table 1 in Overview). 

c)

Outputs during year

Working papers

· Draft of the informative study was elaborated on the long-term history of environmental charges, taxes and ETR in the Czech Republic. [NB: in Czech]
· Report analysing the concept of ETR in the context of developed countries, such as Germany and the UK, and economies in transition will be written. The report will also assess the potential of ETRs considering the current political discussion. [NB: this working paper will be revised and submitted for publication as a journal article. Some of the findings of the report will also be used for a paper to be presented at the International Tax Conference in Munich in October 2007.] 

d) 

Planned work for next year

Part I
Finishing the study on the long-term history of environmental charges, taxes and ETR in the Czech Republic in the context of the Czech environmental policy history.

Continuing interviews (based on the Questionnaire 2) with stakeholders (from public administration institutions, politicians, industrial sector, trade unions, non-governmental organizations, households). The interviews will start “in the first layer” with key economic subjects/players (firms, household, state administration) and will step-by-step “wrap to snow ball” also representatives from the area of politics and complete governance (trade unions, politicians, NGOs). Elaborating the publishable results of the survey.

Part II
During the coming year the collection of relevant data on the situation in the new EU member states with regard to ETR proposals will be finalised. A report discussing the potential of ETR will be written thereby discussing ETRs already launched by highlighting possible similarities respectively differences between countries, in particular taking into account the political and economical circumstances of countries. 

e)

Significant issues or problems

None

2.7
WP 5: Global dimensions of sustainable growth in Europe

a)

Objectives
The main objective of WP 5 is to investigate world-wide consequences of a European transformation towards sustainable growth based on an environmental tax reform and significantly increased resource productivity. It aims to answer questions such as: What are the potentials of higher resource productivity to increase global competitiveness of European industries in line with the Lisbon Strategy? What are the global consequences of resource productivity increases in Europe in terms of world-wide patterns of natural resource extraction and of production, trade and consumption?

b)

Progress to date
WP 5 applies two different approaches to assess the global dimensions of sustainable growth in Europe: 

Evaluation of modelling results with the extended GINFORS model for countries and world regions outside Europe and assessment of trade relations between Europe and the rest of the world. The modelling results will be delivered by WP 3.

Construction of a new trade-environment model to quantify indirect (“embodied”) natural resource requirements of European imports and exports. 

In year 1, work has focused mainly on the preparation of the two models, in particular, the preparation of underlying data sets and clarification of methodological issues. 

Extended GINFORS model
The material input models prepared by SERI and fully integrated in GINFORS cover domestic extraction of biotic (agriculture, forestry, fishery) and abiotic (fossil fuels, metal ores, industrial and construction minerals) natural resources in all countries of the world. This data set has been improved: new material flow data published by EUROSTAT has been incorporated for the countries of the European Union and data for other OECD countries have been improved, in particular with regard to construction minerals.  

In addition, SERI and GWS have been working on the refinement of the economic variables explaining material extraction in the extended GINFORS model. Based on this work, the number of material categories separately modelled in GINFORS will be 8-10 (compared to six in the previous MOSUS project). 

SERI has also started to screen possible data sources for prices of raw materials and basic commodities, which are necessary to improve the modelling of resource use and resource productivities in different sectors in both the GINFORS and the E3ME model. 

Trade-environment model 

WP 5 also delivers a new trade-environment model to quantify indirect (or embodied) material inputs of traded products. This model is a multi-regional input-output (MRIO) model extended by material input data and is the most comprehensive accounting tool for the assessment of indirect material flows currently available.

SERI and GWS have completed a comprehensive methodological concept paper in May 2007, which will be published as an external petrE working paper. This concept paper provides a comprehensive description of the concept of indirect material flows and summarises different approaches for their calculation. The methodological framework of the MRIO-MFA model is described in detail, illustrating, in particular, the structure of the different data sets and how they are integrated and inter-linked. The technical implementation and the calculation algorithms of the model are discussed and shortcomings of the current model and envisaged improvements in the future are outlined. Finally, possible areas of application of this model in the petrE project and beyond are summarised.  This paper was presented by SERI and GWS at the conference of the European Society for Ecological Economics (ESEE) in June 2007 in Leipzig, Germany, as well as a the conference of the International Input-Output Association (IIOA) in Istanbul in July 2007.

c)

Outputs during year
Working paper

· Giljum, S., Lutz, C., Jungnitz, A. (2007): Quantifying indirect material flows of traded products with a multi-regional environmental input-output model. A methodological concept paper. PetrE Working Paper. Forthcoming. 

Conference papers

· Giljum, S., Lutz, C., Jungnitz, A. (2007): Quantifying indirect material flows of traded products with a multi-regional environmental input-output model. A methodological concept paper. Paper presented at ESEE 2007 conference. Leipzig. 

· Giljum, S., Lutz, C., Jungnitz, A. (2007): A multi-regional environmental input-output model to quantify embodied material flows. Paper presented at IIOA 2007 conference. Istanbul. 

d)

Planned work for next year
In year 2, work on updates and improvements of the model will be finalised and first model runs will be undertaken with both models. 

Extended GINFORS model 

The updates and improvements of the MFA database will be completed in year 2. Material flow data will then be available for the time series of 1980 to 2005. A first version of the revised material input data set will be delivered to GWS by September 2007. By autumn 2007, the final decision on the number of material categories separately modelled in GINFORS will also be taken. The final data set used for the scenario simulations will be delivered in February 2008. 

With regard to resource prices, SERI will deliver time series of price indices of the major commodity groups to both GWS and CE by the end of 2007.  (see WP3 above)
SERI will also contribute to the development of scenarios modelled in WP 3 and WP 5. The sub-scenarios will contain the module on “resource taxes” and on a “cooperative reaction of the rest of the world”, i.e. the implementation of policy measures to increase energy and resource productivity also in countries outside Europe. 

Trade-environment model 

In July to September 2007, work will focus on the integration of the different data sets, in order to run the first calculations, which will be finished by October 2007. Results will also be presented at the AGF mid-term event in Berlin in November 2007. 

Work with the trade-environment model will be finalised in year 2, in order to have sufficient resources for the evaluation of modelling results of WP 3 in the final year.
It is intended to publish a summary of the methodological paper (see above) plus first results of the model calculations as a journal paper, which shall be submitted in February 2008 (for example, to “Ecological Economics” or the “Journal of Industrial Ecology”). 

Annex 1

Project plan
[image: image2.emf]Month

Events Report

WP1a

WP1b

WP1c

WP2 WP3 WP4 WP5

DL1a

DL1b

DL1c

DL2 DL3 DL4 DL5

Book

1 Jul-06 TC1

2 Aug-06

3 Sep-06 C C C C C C C O1 SG1

4 Oct-06

5 Nov-06 UKFCO PM1 AC1

6 Dec-06

7 Jan-07

8 Feb-07 SG2

9 Mar-07

10 Apr-07 R1 R1 R1 R1 R1 R1 R1

11 May-07 PM2

12 Jun-07

13 Jul-07

14 Aug-07 SG3

15 Sep-07

16 Oct-07 R2 R2 R2 R2 R2 R2 R2

17 Nov-07

Mid-term

PM3 AC2

18 Dec-07

19 Jan-08 D D D

20 Feb-08 SG4

21 Mar-08

22 Apr-08 F F F R3 R3 R3 R3 O2

23 May-08 PM4

24 Jun-08

25 Jul-08 D

26 Aug-08 SG5

27 Sep-08

28 Oct-08 F R4 R4 R4

29 Nov-08 PM5 AC3

30 Dec-08

31 Jan-09 D1

32 Feb-09 SG6

33 Mar-09

34 Apr-09 D2 D D D

35 May-09 PM6

36 Jun-09 F

37 Jul-09 F F F D2

38 Aug-09

39 Sep-09

40 Oct-09

41 Nov-09 Final (PM7) (AC4)

42 Dec-09 F

R

C

O

D

F

1 Mar-07

2 Mar-07

3 May-07 Overview of minimum energy tax rates for EU25

4 Jun-07

5 Jul-07

6 Jul-07

7 Sep-07

8 Nov-07

9 Dec-07 Finalised results - environmental industries

10 Feb-08

11 Jun-08 Provisional results

Data bilaterals

Progress Report

Concept Note

Book Outline

Draft Deliverable

Baseline scenario data

Sector datasets

Finalised results

Sector elasticities

Structure of SERIEEA data

Materials input data

Environmental industries data

Mtgs

Final Deliverable

Deliverables Key

Work-Packages Deliverables

AGF

Conf

Provisional data on resource prodcutivity

1

3

4

5

7

11

10

2

6

8

9


Annex 2

Payments received and remaining balances
All of the values in the following table are expressed in UK£.  The budget values and payments received for GWS, SERI, FFU and UEP have all been converted from EURO using the exchange rate 1.449.  The “% balance remaining” for these partners is unaffected by this conversion – i.e. it would be the same if the values were expressed in EURO.

	Partner
	Budget (£000) 
	Payments received (£000) (1)
	Balance remaining

	
	
	Year 1
	Year 2
	Year 3
	(£000)
	%

	PSI
	153.1
	20.4
	
	
	132.7
	86.7

	CE
	124.2
	15.6
	
	
	108.6
	87.4

	GWS
	158.7
	16.2
	
	
	142.5
	89.8

	SERI (2)
	134.6
	28.9
	
	
	105.7
	78.5

	FFU
	34.5
	   2.1(3)
	
	
	32.4
	93.9

	UEP
	44.9
	3.2
	
	
	41.7
	92.9

	Total
	650.0
	86.4
	
	
	563.6
	86.7


(1)

Payments relate to the six-month period July-Dec2006
(2)

Including SSP sub-contract cost
(3)

Excludes staff costs of ca. £6.2k which will be invoiced in year 2
� Part of the Anglo-German Foundation research policy initiative: Creating sustainable growth in Europe


� OECD/ Eurostat, 1999: ‘The environmental goods and services industry: manual for data collection and analysis’.


� Ernst & Young for DG Environment, 2006: ‘Eco-industry, its size, employment, perspectives and barriers to growth in an enlarged EU’.
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