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I. Introduction: the need for Integrated Accounts of the EU Seas
Europe has a 70 000 km coastline along two oceans and four seas: the Atlantic and Arctic Oceans, the Baltic, the North Sea, the Mediterranean, and the Black Sea. The EU’s maritime regions account for some 40% of its GDP and population. 
The European Commission acknowledges the importance of the maritime regions and their activities by means of a wide range of policy instruments and research initiatives such as:
· The EU Integrated Maritime Policy and the accompanying Action Plan;

· Integrated Coastal Zone Management;
· EU legislation related to the protection of the marine environment: the Birds Directive, the Habitats Directive, the Marine Strategy Framework Directive
, the Water Framework Directive
, the Environmental Impact Assessment Directive
 and the Strategic Environment Assessment Directive
;
· Environment-related sea basin initiatives such as the Mediterranean Action Plan and the Barcelona Convention;

· The EU Roadmap for Maritime Spatial Planning;

· Motorways of the Sea aiming to stimulate the development of maritime traffic;
· Communication on offshore wind energy;
· The Common Fisheries Policy;
· Communication on a sustainable future for European Aquaculture;
· Research studies such as The role of Maritime Clusters to enhance the strength and development in European maritime sectors
 and Exploring the benefits of Maritime Spatial Planning
.
Despite this wide range of initiatives, a common knowledge base on all the costs and benefits of Europe’s oceans and seas has not yet been established. Having such a knowledge base could be of great use for future discussions on maritime and marine policy making, because it allows having objective discussions on maritime issues. The existing information on the costs and benefits of the European maritime regions suffers from a number of shortcomings:
· National accounts are drawn up in the Member States, but have no particular focus on the contributions of the maritime regions;

· National accounts generally do not take account of the impacts of economic and trade activity on resource potentials. National accounts include physical capital as an asset that depreciates over time, but largely fail to include the depletion of natural capital, which is treated not as a liability but as an income;
· Environmental values are not taken into account in an integrated way;

· There is no uniform approach in Europe on which activities to include when defining maritime sectors and industries;
· Insight is missing on the costs and benefits of specific maritime functions, such as for example those of a shipping lane for which the right of innocent passage applies: what are the benefits for a Member States of such a ship sailing along its coasts and requiring costs with regard to safety and emissions?
In this document, an approach is proposed to solve the shortcomings with regard to the costs and benefits of Europe’s seas and to draw up ‘Integrated Accounts for Europe’s Seas’, an integrated analysis instrument that can contribute signif​icant​ly to future maritime and marine policy making, balanced discussions within
 and between Member States and to a changed perception of the sea, evolving from a situation of insufficiently controlled exploita​tion to conscious investing and harvesting. 
II. Objectives of the project and expected outcome

The objective of establishing Integrated Accounts for the EU Seas is to elaborate a consolidated cost-benefit model that can be used to identify and quantify – or qualify and interpret in case quantification is not (yet) possible – all relevant elements that shape the value of Europe’s maritime regions and form the basis for informed decision making with regard to sustainable activities in the EU’s seas. In this respect, two main pillars need to be taken into account (see Figure 1):
· Relevant information from the existing national accounts;

· Environmental accounting for the EU seas.

Figure 1 :
Main pillars of Integrated Accounts for the EU Seas
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A lot of information on maritime activities is already implicitly included in the national accounts and in input-output tables stipulating supply and demand and intersectoral relations, but the information is on an aggregated basis and does not provide sufficient insight into who receives the benefits and who is accountable for the costs. Additionally, information is required regarding the environmental status of the maritime regions. More information on the national accounts and on environmental accounting is provided in the following paragraphs.
a/ National accounts
The System of National Accounts (or SNA) is the set of accounts which national governments compile routinely to track the activity of their economies. SNA data are used to calculate major economic indicators including gross domestic product (GDP), gross national product (GNP), savings rates, and trade balance figures. 
Despite its great use for policy making, conventional national accounts as indicators of economic performance do not take into account the actual scarcity of natural resources as a result of, among others, the following
:

· Some environmental goods are not marketed though they provide economic value or because they are subject to degradation: e.g. fish gathered for consumption: the sales prices reflect the cost of fishing, transport, handling and selling, but not the fish itself;

· The national income accounts treat the depreciation of manufactured capital and natural capital differently; physical capital – a building or a machine, for instance – is depreciated in accordance with conventional business accounting principles, while all consumption of natural capital is accounted for as income. Thus, for example, the accounts of a country that fishes its stocks unsustainably will show high income for a few years, but will not reflect the destruction of the fish stocks.

This oversight, in turn, threatens sustained economic growth and has often led to environmental degradation
 in the course of economic development.
b/ Environmental accounting
"Environmental accounting" - sometimes referred to as "green accounting", "resource accounting" or "integrated economic and environmental accounting" – refers to the modification of the System of National Accounts to incorporate the use or depletion of natural resources
. 

In order to cope with the shortcomings of the national accounts, the United Nations and World Bank have developed alternative macro-indicators for environmentally adjusted and sustainable national income and products. The UN Statistical Division published a System of National Accounts handbook in 1993 to provide a conceptual basis for the implementation of a System for Integrated Environ​mental and Economic Accounting (SEEA) and environmentally adjusted domestic product (Green GDP) that illustrate the interrelationships between the natural environment and the economy.

One of the first countries to build environmental accounts is Norway, which began collecting data on energy sources, fisheries, forests, and minerals in the 1970s to address resource scarcity. Over time, the Norwegians have expanded their accounts to include data on air pollutant emissions. Their accounts feed into a model of the national economy, which is used by policymakers. Inclusion of these data also allows them to anticipate the impacts of different growth patterns on compliance with international conventions on pollutant emissions
. 

Some of the methods of environmental accounting are
:

· Natural resource accounts: e.g. data on fish stocks, minerals and petroleum; attempts at valuation raise significant technical difficulties, but, when it proves to be hard to establish the economic value, even physical data can be linked to the economy for policy reasons;

· Emissions accounting: developed in the Netherlands, the National Accounting Matrix including Environmental Accounts (NAMEA) structures
 the accounts in a matrix identifying pollutant emissions by economic sector;

· Disaggregation of conventional national accounts: sometimes data in the conventional accounts are taken apart to identify expenditures related to the environment, such as those incurred to prevent or mitigate harm, to buy and install protection equipment, or to pay for charges and subsidies; 

· Value of non-marketed environmental goods and services: this method can be subject to discussion, since it is difficult to standardise valuation methods (across countries or economic sectors);

· Green GDP: although a GDP that includes the environment would be very interesting, it faces the same challenges as the valuation of non-marketed environmental goods and services. 

II.2. Expected outcome
The expected outcome of establishing Integrated Accounts for the EU Seas consists of the following:
· The methodology to draw up a widely accepted and applicable model for these accounts, taking into account economic, environmental and possibly additional indicators;

· A pilot study in which this methodology is applied in order to demonstrate its use for policy discussions. 

III. Work plan and tasks

In order to set up Integrated Accounts for the EU Seas, carrying out the following tasks is required:

1. Preparatory phase:
2. Selection of a sectoral focus and areas to work on;
3. Selection of a methodological approach;
4. Work out a pilot case for one or more Member States;
5. Dissemination of the results;
6. Elaborate a script that can be used by relevant institutions in Member States to draw up the Integrated Accounts for the EU Seas. 
Each of these work tasks is explained in the paragraphs below.

III.1. Work task 1: Preparatory phase
Work task 1 consists of gathering all existing relevant information with regard to setting up Integrated Accounts for the EU Seas, both in terms of content as well as in terms of process.
Content

In terms of content, the information required concerns all (recent) data on economic and environment​tal elements relevant for maritime regions. Information can be gathered from national accounts, input-output tables, existing studies carried out on behalf of the European Commission, information from Member States, sector associations and environmental NGOs.
At this point, the exact delimitation of a maritime region does not yet need to be determined; in this respect, the preparatory phase can focus on both the coastal zones, the territorial seas (up to a limit of 12 nautical miles) and the Exclusive Econo​mic Zone (EEZ) that can extend up to 200 nautical miles from the baseline (normally the low water line) for the terri​torial sea. Also in terms of maritime sectors on which data need to be collected a broad approach is advisable, thus looking for information on as many potentially relevant sectors as possible. A first list of sectors and/or activities to be looked into is the following: shipping, ports, Navy and coastguard, offshore exploration and production of oil and gas, offshore renewables, dredging and maritime works, fisheries, aquaculture, marine aggregates, nautical cables and pipelines, coastal and marine tourism, and cruise tourism. In this stage, also maritime-related activities such as shipbuilding, maritime services and marine equipment or water-related sectors such as inland navigation can also be taken into account.
Process
Already at an early stage in the project, it is important to start involving the key players. These key players are stakeholders that are either relevant for setting up Integrated Accounts for the EU Seas – in particular Bureaus of Statistics – or for using the Integrated Accounts for policy making and execution – e.g. Member States’ governments, the European Commission, sector associations and environmental NGOs. 
In the preparatory phase, a selection of these key players needs to be approached in order to find out about their views on which elements should be included in the Integrated Accounts for the EU Seas. Following this approach has two advantages: (1) the elements that will be included in the accounts will not be theoretical, but will be based on genuine policy needs and realistic goals, and (2) involving the key players from the beginning of the project creates a sound basis for support and buy-in.

III.2. Work task 2: Selection of a sectoral focus and areas to work on

After the collection of all relevant information and key players in work task 1, a selection of a sectoral focus and areas to work on needs to be made in work task 2. Choices to be made are the following:
· Focus on the EEZs only, or also include the coastal areas;

· Focus on which maritime sectors and functions;

· Focus on direct economic activities – e.g. fisheries –, or also on supplying industries – e.g. building of fishing boats – or industries further down the value chain – for example fish auctions;

· Which economic indicators to include, e.g. value added, turnover, employment, expenditures, financial interrelations, detailed input-output tables and import & export;
· Which environmental indicators to include: this list can be very broad, ranging from existing oil and gas reserves and fish stock levels to emissions & air quality, amounts of oil pollution and sea level rises or other safety-related issues;

· Which other elements to include in order to be able to interpret the economic and environmental indicators, e.g. population (density), length of the coastline, or hinterland facilities. 
The selection of the sectoral focus and areas to work on can optimally be made in close consultation with the stakeholders involved.

III.3. Work task 3: Selection of a methodological approach

Once all existing relevant information has been collected and choices have been made on which sectors and indicators to include in the Integrated Accounts for the EU Seas, the appropriate methodological approach to elaborate these indicators needs to be selected. Where possible, the methodology will focus on quantifying the selected indicators; if, for certain indicators, this proves to be impossible, a qualitative approach will be suggested. 

The methodological approach will need to take into account:

· Differences in definitions currently used in Member States;
· An approach for measuring the economic effects, building further on the methodologies already used by Bureaus of Statistics and in Economic Impact Studies and making use of existing information as much as possible;
· An approach for measuring the environmental effects, building further on the experiences of other countries, such as Norway and a variety of sources of information, such as:

· The UN Expert Committee on Environmental-Economic Accounting (Virtual Resource Center);

· The UN’s System of Integrated Environmental and Economic Accounting (SEEA);

· The handbook of national accounting: Integrated Environmental and Economic Accounting (2003);

· The World Conservation Union’s (IUCN) Biodiversity Economics library;

· Results of the DEDUCE (Développement durable des Côtes Européennes) project, a transnational project concerning Integrated Coastal Zone Management (ICZM), co-financed by the European Commission and the participating regions, in the framework of Interreg IIIC South. Its main objective is to evaluate the utility of indicators for optimal decision making on the coast, following the principles and criteria established by the EU Recommandation on ICZM;

· The European Environment Agency;

· The Norwegian Environmental Accounts;

· The National Accounting Matrix including Environmental Accounts (NAMEA);

· The IUCN’s Green Accounting Initiative;

· The United Nations Statistical Division (UNSTAT);

· Towards a topology of ‘Environmentally Adjusted’ National Sustainability Indicators, Eurostat, 2001;
· Distinction needs to be made between the parties that receive the benefits of the activities and those that are accountable for the costs, in particular when cross-border activities are concerned. 
Also in this phase, close cooperation with the key players is proposed in order to make sure that the methodology is sound, realistic to implement and that the results are tailored to the policy makers’ needs.

III.4. Work task 4: Pilot case for one or more Member States

Once the methodology for setting up Integrated Accounts for the EU Seas has been drawn up, one or more pilot studies can be carried out in order to gain insights into its application. Different options are possible in this respect:
· A pilot study for a Member State’s maritime region in each of the four main European sea basins, this in order to obtain insights into regional differences;
· A pilot study for a Member State in which intense and varied maritime activities take place and for which a lot of information is already available: an example of such a country is the Netherlands.

III.5. Work task 5: Dissemination of the results

To increase awareness and have discussions focusing on further improving the accounts, the results of the pilot case can be disseminated throughout Europe, making use of existing fora and platforms and of the contacts established since the beginning of the project.
III.6. Work task 6: Elaborate a script to draw up Integrated Accounts for the EU Seas

On the basis of the methodology drawn up in work task 3, the lessons learned from the pilot study and the discussions as part of the dissemination process in work task 5, the methodology can be improved and refined and a script can be elaborated for its broad and uniform roll-out in the EU. The target groups of this script are statistical bureaus, policy makers and research organisations. 
Ideally, the Integrated Accounts for the EU Seas should be drawn up on an annual basis in order to closely monitor evolutions and offer state-of-the art intelligence to policy makers. 

IV. Policy Research Corporation
Policy Research Corporation is one of the few consultancy firms in Europe which specialises in a wide array of maritime cross-sector services.
Policy Research 

Policy Research is an independent consultancy and creative think tank made up of a team of (academically trained) expert consultants. It was founded in 1989 and ope​rates from offices located in Antwerp (Belgium) and Rotterdam (the Nether​lands). Over the past two decades, Policy Research has assembled a remarkable track record of projects in the mari​time and marine area. In Europe, the company is recognised as a highly-ranked specialist firm.  

Its expertise is attested to by leading national and European sector and cluster organi​sa​tions and national authorities as well as by the European Commission. Policy Re​search has been awarded a four-year framework contract for the latter by DG MARE. 

Design and implementation of the European shipping policy

Professor Chris Peeters – President of Policy Research – together with Professor Niko Wijnolst of the University of Delft – currently chairman of the Dutch Maritime Network, chairman of the European Maritime Network and member of the EU Maritime Stakeholders Platform – designed the successful Dutch shipping policy, which is the principal constituent of the current European shipping policy. They are also the driving forces behind a series of Roundtable Conferences on Short Sea Shipping which date back to the nineties. 

Within this framework, Policy Research has been involved in the implementation of new shipping policy throughout Europe (e.g. Belgium, Germany, Ireland, Latvia and Lithuania). 

Specialists in cross-sector (cluster) analysis

Policy Research was the first consultancy to study the cluster of maritime industries from an integrated perspective. In particular, since 1997, Policy Research has been engaged in mapping the Dutch maritime cluster on a regular basis. Many other countries are also closely monitored.  

Currently, Policy Research is investigating the recent developments in the Dutch maritime cluster for the period 2008-2010 on behalf of the Dutch Maritime Network and the Ministry of Transport and Public Works.  

For the European Commission, Policy Research also maps the European maritime industry on a regular basis. In 2001, Policy Research investigated the ‘Economic impact of maritime industries in Europe’. Later, in 2008, Policy Research reassessed both the economic impact and the strength and specialisation of the European maritime industry in the project ‘The role of maritime clusters to enhance the strength and development of maritime sectors’.  

Other examples of cross-sector and cross-border analysis are EU-wide projects on coastal protection, water and coastal zone management and maritime spatial planning. Thanks to pro​found knowledge of these and other related issues such as reaction to flooding, quality of life, marine infrastructure, recreation and tourism, Policy Research is able to offer a variety of ser​vi​ces ranging from strategy formu​la​tion on national, regional and local levels to imple​men​tation such as bringing key players together.   

Moreover, Policy Research is also affiliated with projects in the field of (both fossil and renewable) energy, carbon dioxide capture and storage. 
Mix of public and private clients

Policy Research works for both public and private clients in many European countries. Private clients are diverse and represent many different industries, such as the production, trade and service industries. Public clients consist of several national, regional and local governments (such as (major) port cities). Clients from Belgium, Germany, Ireland, Italy, Latvia, Lithuania and the Nether​lands regularly approach Policy Research to collaborate on, or carry out, projects due to our expertise.

Over the years, Policy Research has assembled a database of many hundreds of personal contacts and has gained access to the key maritime networks throughout the EU-27 countries and Norway. 

Examples of our work

Policy Research has an in-depth and comprehensive under​stan​ding of the current challenges for each of the maritime sectors. Over the past years we have been involved in projects in the fields of (offshore) energy, shipping, shipbuilding, port logistics, fisheries and inland navigation. Thanks to our independence, Policy Research has been hired both by public and private clients. In the fisheries sector, for example, Policy Research has carried out the ex-ante assess​ment of the Belgian National Operational Plan (within the EFF), while on the other hand developing busi​ness plans for alternative fisheries systems and economic impact analysis for private clients.    

For the private sector, Policy Research is highly involved in the logistics chain (shipping, seaports and inland navigation). 

For the public sector, Policy Research is involved in many politically sensitive areas, such as second opinion analysis, evaluation studies, and policy development. 

At a European level, Policy Research is, or has been, active in different areas including maritime spatial planning and climate change adaptation in coastal areas. 

On behalf of the European Commission, Policy Research has carried out the follo​wing projects amongst others: 

· ‘Economic impact of maritime industries in Europe’, DG TREN, 2001;

· ‘Analysis of problems relating to the protection of Intellectual Property Rights of the European shipbuilding industry’ (together with lawyers from Houthoff Buruma), DG Enter​prise and Industry, 2007;
· ‘Courses on maritime economics’, DG TREN, 2002-2003-2007-2008;  

· ‘Coastal protection’, DG MARE, 2008/2009 (European Communities, 2009, ‘The econo​mics of climate change adaptation in EU coastal areas’);

http://ec.europa.eu/maritimeaffairs/climate_change/report_en.pdf
· ‘Tourist facilities in ports’, DG MARE 2008/2009 (European Communities, 2009, ‘Tourist facilities in ports’); 

http://ec.europa.eu/maritimeaffairs/tourist_facilities/report_en.pdf

· ‘Development of a Database of Community Funded Projects’, DG MARE, 2009;

· ‘Maritime spatial planning (Mediterranean)’, DG MARE, 2009/2010 (in progress);
http://ec.europa.eu/maritimeaffairs/spatial_planning_en.html
http://ec.europa.eu/maritimeaffairs/mediterranean_en.html
· ‘Opportunities to finance marine research infrastructures under structural funds’, DG Research, 2010 (in progress).  

� 	The Marine Strategy Framework Directive aims to promote the sustainable use of the seas and conserving marine ecosystems. 


� 	The Water Framework Directive specifies the EU requests for the protection of inland surface waters, transitional waters, coastal waters and groundwater. 


� 	The Environmental Impact Assessment Directive stipulates that Member States shall adopt all measures necessary to ensure that, before consent is given, projects likely to have significant effects on the environment by virtue inter alia, of their nature, size or location are made subject to an assessment with regard to their effects. 


� 	The Strategic Environment Assessment Directive aims to provide for a high level of protection of the environment and to contribute to the integration of environmental considerations into the preparation and adoption of plans and programmes with a view to promoting sustainable development, by ensuring that, in accordance with this Directive, an environmental assessment is carried out of certain plans and programmes which are likely to have significant effects on the environ�ment.


� 	Policy Research Corporation, 2008, on behalf of the European Commission, DG Mare. The study includes an assessment of the structure and economic key figures of the maritime clusters in the European Union and Norway.


� 	Policy Research Corporation, 2010, on behalf of the European Commission, DG Mare.


� 	Examples of a similar approach are the project ‘Investing in the North Sea’, carried out by the Dutch Advisory Council for Transport, Public Works and Water Management in 2005, and the revised policy (measures) for the Wadden Sea in the Netherlands in which a combined solution was worked out for environmental protection, sustainable fishing and the production of natural gas.


� 	Environmental accounting, J. Hecht, 1999.


� 	The main threats to European coastal areas are: water pollution and eutrophication, climate change, invasive alien species, loss of biological diversity, land use and landscape deterioration, and coastal erosion. Source: European En�vironment Agency. 


� 	Source: IUCN, Environmental Accounting: What’s It All About?


� 	Environmental accounting, J. Hecht, 1999.


� 	Environmental accounting, J. Hecht, 1999.


� 	NAMEA is elaborated by the Dutch Central Bureau of Statistics (CBS). 





