
Record of the first meeting - May 2011 

 

Putting the group in perspective 

 

There is a need to integrate environmental concerns into wider policies, and the concept of 

resource efficiency is a positive way to approach such discussions. Two key milestones relate 

to this: this year, the focus is on the Resource Efficiency Roadmap and is based on a wide 

concept of resources; next year, we will have Rio+20. 

 

The Roadmap fits into the new policy framework of the European semester, which allows for 

the ex-ante coordination of Member States' budgetary and economic policies prior to domestic 

decisions, in line with both the Stability and Growth Pact and the Europe 2020 strategy. 

Environmental policy will be involved at first through tax reform and the reform of 

environmentally harmful subsidies. Following the Resource Efficiency Roadmap, it will be 

more fully involved in terms of indicators and targets.  

 

Resource efficiency 

 

The economic justification for a resource efficiency policy was discussed:  

 

- Exactly how resource use is a problem. General agreement that scarcity is often not an 

issue, but rather: there are environmental impacts of resource use; inefficient resource use 

is bad for competitiveness. Could revisit the analysis by Barrett and Morse as to whether 

real prices of resources are increasing, and also the RFF approach of talking about 'new 

scarcity' ie difficulty for environment to absorb impacts linked to production. Could also 

take more clearly the energy approach of leaving open how much more efficiency is 

available but instead focusing on barriers to energy / resource efficiency.  

- Over coming few years, need to develop targets for resource efficiency in different areas.  

- Indicator issue is central but the difficulty of having either a single metric or robust 

indicators to help with long-term projections pushes us to look at a basket of indicators. 

Also need to assess whether absolute indicators are needed to indicate absolute 

decoupling, or whether we need broad indicators because of the issue of substitution.  

- The correlation between competitiveness and resource efficiency needs to be further 

investigated. For example, some countries are specialised in resource efficient production 

but this does not mean that a country that is resource efficient is necessarily always 

competitive. Resource use is correlated not only to competitiveness, but also to income.  

- Need to link the analysis for the Roadmap to the reports of the International Resource 

Panel. For example, business as usual is high risk as we don't know what will happen if 

we double resource use. 

- Agreeing consensus / vision for the future can be easier than agreeing next steps, but 

having the vision can help subsequently to agree those next steps. The Roadmap should 

shape anticipation and provide an anchor for sectors, for example by setting framework 

signals that drive wide range of innovation and integrated changes across economy (eg 

cement industry and construction). Recognise that markets don't always deliver right 



signals (eg peak oil and link to prices); using foresight can influence way market 

develops.  

- There is a risk of just shifting impacts globally as EU policy changes our production, so 

that there is no net change overall. More positively, China etc will follow the example of 

the EU in moving to a resource efficient economy, if we can demonstrate that resource 

efficient policy has value-added (eg German policy of feed in tariffs been exported 

widely). 

- In addressing sustainable consumption, there is a need to examine economic 

accessibility, personal affordability, and social accessibility (collective learning) 

- Rebound effect needs to be given more attention, and be more closely managed.  

- Resource efficiency will also lead to losers, and this distribution of impacts needs to be 

assessed. There will be job losses, though some resource efficient policies will be 

relatively labour intensive and so may increase aggregate employment.  

- There is a need to overcome the pricing problem, for example, we should look at whether 

a cap and trade system for resources could be applied.  

- There are links between resources, and these are not always positive. For example, the use 

of fertiliser can improve the productivity of land but can be at the expense for marine 

areas. 
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Resource efficiency Roadmap 

 

The roadmap covers the challenges, problems and vision for Europe associated with resource 

efficiency. It then sets out actions in a number of areas: 

 

- Transforming the economy- improving products and changing consumption patterns, 

boosting efficient production, treating waste as a resource supporting research and 

innovation, phasing out inefficient subsidies and getting the prices right 

- Key resources– water, air, ecosystem services, soil and marine resources 

- Key sectors – food, buildings, and mobility  

- Governance and monitoring - steering the transition, improving implementation of EU 

legislation, investing in the transition, international actions and, finally, indicators.  

 

Targets and indicators - introduction 

 

There is a need for targets that can be statistically supported. A process leading to a credible 

target is seen as necessary to create dynamics and sufficient ownership to allowing resource 

efficiency to become a mainstream policy that is well placed within EU economic 

governance.  

 

There is no single matrix for resources, rather a three layered approach. The headline 

indicator is Direct Material Consumption / Gross Domestic Product (DMC/GDP). A process 

has been set up with stakeholder s to work towards a target. The wider dashboard of indicators 

will follow a classical approach of picking different individual indicators for different policy 

issues, and providing an indicator set.  

 

Discussion 

 

On the Roadmap: 

 

- Resource security is worsening and business becoming less and less optimistic on 

availability. 

- Price is a good indicator since around 80% of consumption is determined by 

income/price. Be useful to have a resource time-series prices map for Europe eg for 

water, who charges what, how has it changed over time, what are the gaps in prices.  

- A resource price map should also examine price volatility, which is almost more of an 

issue than the level of prices.  

- Wuppertal Institute looked at employment, and found that resource efficient sectors 

tended to be the ones that generated new jobs.  

- Issue of abiotic materials is unclear, as for many their availability is not an issue in 

terms of geographical scarcity, although markets for them may be distorted.  

- Waste is a potential resource where we need to create value, e.g. through recycling, 

and where adequate pricing plays a role as well. 



- It is important to reflect what makes businesses become resource efficient, e.g. 

development of business resource efficiency programmes.  

 

On the link to competitiveness: 

 

- General agreement that improving resource efficiency is good for improving the 

competitiveness of an individual firm. The data is not good enough at international 

level to allow for empirical conclusions to be drawn on the link (though the link 

should be there in theory).  

 

Overall on indicators and targets: 

 

- Overall, it was felt that the indicators proposed (both the individual ones and the three 

layered approach) are sensible and broadly the best available at this time. For the 

headline indicator, DMC had broad support despite its deficiencies as the best option 

available for now.  

 

- The roadmap should make economic sense and environmental sense. Targets have to 

deal with both sides of the argument: when they do they may be useful for promoting 

change.  

 

- Ultimately, not all indicators should be relative, some should be absolute eg distance 

to target (which is a performance indicator). Difficulty with this is in saying when we 

have achieved sustainability (not a 'yes' or 'no' question), though we can more 

successfully say when we are moving towards sustainability.  

 

- For the dashboard, it would be useful to include planetary boundaries where we know 

them. One possibility would be phosphorous, which is a good indicator of land use 

intensity.  

 

- Need to show that we are aware of the fact that EU consumption leads to 

environmental impacts outside the EU.  
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Introduction 

 

Resource efficiency is a timely concept. Europe has a serious debt problem, and needs to 

grow to solve it. We need to improve competitiveness to deliver growth, and resource 

efficiency is a way to do this. Delivering the resource efficiency roadmap means overcoming 

lock-in and tackling transition efficiently.  

 

Indicators and narrative 

 

We need indicators to communicate the importance of RE, analyse the drivers and policy 

options, and track progress and act as a basis for the targets the Commission is to develop 

with stakeholders. This will fit well with the mid-term review of the Europe 2020 strategy, 

when the introduction of resource efficiency targets can be the subject of political debate.  

 

The Roadmap proposed a combination of a lead indicator ("resource productivity" = GDP per 

tonne of Domestic Material Consumption) complemented by a dashboard of macro indicators 

covering land, water, materials and carbon (green house gas emissions) and a set of theme 

specific indicators monitoring key objectives and actions of the road map.   

 

- Before developing a wider set of around 30 for the RE Scoreboard, need to agree on the 

top 3 or maximum 5. The graphs and the story of these few indicators must fit onto one or 

two pages, being derived from key policy questions and linked to the targets. May need to 

be supported by different levels of the set, reflecting different purposes.  

 

- Together the indicators should capture properly the links between the economy and the 

environment. We want to improve resource efficiency to improve both: there are many 

more environmental indicators in the list just now, so focus should be on what it will do 

for the economy.  

 

- Ideal dataset would be for all EU27, understandable, transparent and monitorable. 

However, data availability is an issue and may be necessary to have some indicators eg for 

less than full set of Member States, at least initially.  

 

- The narrative focuses on the link from resource efficiency to growth as a way of tackling 

indebtedness. The indicators need to help make this case compelling if the narrative is to 

convince. 

 

- If prices of resources go up, then economic rent will also be higher (although part of the 

increased price might reflect increased demand leading to opening up of more expensive 

production at the margin which is then reflected in the higher price). The capture of this 

economic rent weakens the potential for growth. Need to reflect this economic rent 

argument, especially where rent captured outside the EU. 

 

- Need to be clear that we are minimising future risks and hence future volatility. This is at 

the core of the narrative for some resources, but there are currently few good indicators 

for risks or vulnerability so forced into using weak proxies. Indeed, identifying risks can 

be reliant on modelling, which is hard to communicate.  

 



- Resource efficiency can be seen as a way to gain time for technological shift, and shifts in 

consumption (from changes in behaviour).  

 

Environmentally harmful subsidies 

 

Environmentally harmful subsidies (EHS) are always agreed as bad, but there is much less 

agreement on what they are in practice. The discussion focused on what the low hanging fruit 

are, and how best to encourage their reform.  

- This is not a general agenda, but a specific agenda which needs arguments to be tailored to 

fit each individual EHS separately.  

- General approach to reform may be not to get rid of subsidies entirely, but instead to green 

them. For example, UK reformed company car tax regime to make sure it punished high 

CO2 emitters more. 

- For each specific EHS, there will be windows of opportunity for reforming them, and a 

key issue is to have analysis ready for such a window of opportunity.  

- There can be a strong political lobby at local level in favour of specific EHS. 

- Reform of EHS needs to be driven by debate in the specific Member States: for example, 

reform of car subsidies needs to be come from within the country. This process can be 

supported by good analysis, and especially statistics that compare different countries' 

subsidy regimes. 

- The phrase EHS is not well understood by the public, and makes reform hard to sell.  

- Need to indicate better that the subsidies are generally not 'fair', and analyse and highlight 

the distributional impacts. Often, poorer households benefit least from an EHS, contrary to 

official objectives.  

- EEA published the damage costs from air emissions from specific plants as indicated in 

the environmental pollution register: such analysis can be influential.  
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Linking to the European Resource Efficiency Platform (EREP) 

 

Commissioner Potočnik introduced EREP, a high level advisory group that held its first 

meeting in June 2012. EREP is to help create a shared vision of what improved resource 

efficiency can bring for the economy and the environment, and is to come forward with 

practical policy recommendations by the middle of next year.  

 

In the first meeting, it was agreed to focus on three main themes:  

 

o "Circular economy and greening the economy";  

o "Setting objectives and measuring progress";  

o "Framework conditions for investment in resource efficiency", including questions 

related to taxation and subsidies. 

 

The Group of Economists is complementary to the EREP. It has an opportunity to feed its 

work into EREP and to deepen their understanding of the economics of resource efficiency: 

providing a different perspective and different solutions.  

 

 Policy actions must make business sense, and also encourage businesses to act 

sustainably. .  

 

 It will be necessary to have good data and modelling to go from general political into 

specific actions: for example, in the area of environmentally harmful subsidies (EHS).  

 

 Resource prices are an important but complex indicator, would like it if we have 

credible information on price signals and their completeness.  

 

Resource efficiency indicators 

 

Since the last meeting, the Scoreboard has gone on line and will be shortly accompanied by a 

public consultation. The intention with the Scoreboard is to launch a process with all relevant 

stakeholders for the definition of appropriate targets. This coincides with the window of 

opportunity provided by the mid-term review of the Europe 2020 strategy.  

 

One of the messages that this group has made repeatedly is the need to communicate the 

importance of the link between resources and the economy. Essentially the point that if we 

use scarce resources better then we can drive down costs, improve productivity, and improve 

Europe's competitiveness at the same time as improving the environment. There is a need to 

identify or develop additional indicators focusing on this economy linkage, as well as to 

improve the quality and timeliness of existing indicators. 

 

Use of capital to fund resource efficiency initiatives 

 

An EU Resource Efficiency Initiative at the European Investment Bank will provide around 

€15 to €20 billion of additional EIB loans over 3 to 4 years. Add in the other funds this will 

lever in, and we could have additional financing of up to €45 to €60 billion for new projects. 

It will be able to support projects such as water and waste-management, agro-industries and 



bio-based products, climate change and renewable energies, and energy efficiency 

improvements. Challenge is to see that this money is well spent.  

 

The main comments made were: 

 

- The questions now are what should it target and focus on, including where are the 

resource efficiency projects that can provide solid returns to the EIB and boost growth 

and jobs?  

 

- Important to make different types of investment, as opportunities vary across areas (so 

biodiversity is quite different for example).  

 

- Bankability depends in part on framework conditions set by politics, and so may help 

to prioritise countries with the right frameworks. For example, prioritise water 

investment in countries that have proper cost recovery water pricing. Could create a 

virtuous circle. 

 

- Perception within the EIB that resource efficiency investments are small scale, but this 

is not necessarily the case. This can be a question of leveraging and risk sharing 

mechanisms to blend risk and leverage in money or of pooling projects (eg to include 

SMEs). 

 

- There are Green Investment Banks in several MSs (eg the UK), and we need to learn 

from their business model and approach.  
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Introduction 

 

Commissioner Potočnik placed target setting for resource efficiency in the context of the 

political priority - growth and jobs.  

 

Targets 

 

There is recognition that no single indicator provides a perfect link to growth, but somehow 

the indicators and targets need to tell the story that we have finite world resources and that our 

current model of development cannot be sustained.  

 

There was a detailed discussion on the links between resource efficiency (RE) and economic 

growth.  

 

- One viewpoint is that RE offers relatively little in the short-term but a stronger 

positive effect in the long term. At the very least, it has negligible costs in the short 

term (and can have some benefits).  

- The UK Confederation of British Industry says that one third of UK growth is green, 

and that it is a source of new jobs.  

- Endogenous growth theory has interpretation that economic growth is impaired by 

environmental legislation. However, other views are that you just get a shift from 

'brown' to 'green' growth and, for example, the creation of an eco-industry. Eco-

innovation is definitely a source of growth and jobs, but it is hard to measure or 

express in targets.  

- Business will be more likely to innovate if given clear policy signals. However, 

markets do not send the right signals especially where there is resource scarcity. 

Whilst business will take account of rising resource prices, it will not do so for 

externalities so policy is especially needed where these dominate, such as for 

biodiversity. 

 

On environmentally harmful subsidies (EHS), removing them is necessary but not sufficient, 

as we also need to internalise externalities. It was noted that Spain is water stressed but does 

not price water for agricultural use, which is a subsidy (with costs) that is often exported to 

the benefit of other countries as agricultural produce (at artificially low prices) is exported. 

 

In terms of the headline target, we currently have Direct Material Consumption (DMC), but 

we would like to move towards Raw Material Consumption (RMC). There was general 

support for moving over time from DMC to RMC to Total Material Requirement (TMR) as 

data allows. 

 

We should complement the headline target with a limited number of other targets "showing 

that we are on the right track". The first candidates could be for the dashboard of materials, 

carbon, land, water, air.  

 

Incentives 

 

"Incentives" covers four themes: the trend of resource prices, market based instruments and 

environmentally harmful subsidies, environmental externalities, and the relationship to 



innovation. Prices are increasing as the income effect drives up prices faster than productivity 

gains drive them down. The result is increasing rents, much of which goes outside the EU.  
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Commissioner Potočnik informed the group that his priority for 2014 is the green economy, 

with a special focus on developing the circular economy.  There would be proposals emerging 

from the waste policy review on recycling and other targets, accompanied by latest thinking 

on overall resource efficiency targets and indicators together with issues related to beyond 

GDP.   

 

European Resource Efficiency Platform 

 

The European Resource Efficiency Platform (EREP) is likely to recommend using a set of 

indicators to measure resource efficiency. In addition to carbon, the indicators could be: 

materials as measured by Raw Material Consumption, water and land. The Platform may also 

recommend that the Commission proposes targets on the basis of those indicators and start 

using them in the European semester.  

 

The members confirmed their broad support for the actions. They noted that the ambitious 

rhetoric needs to be translated into real action, with the action of four types: legal framework; 

information push; stimulation and networking; the European Semester process. Comments 

included: 

 

- Prices can solve many of the problems, by providing incentives and so stimulating 

eco-innovation. On environmentally harmful subsidies, we "should not add new 

environmentally harmful subsidies". 

- Ecosystem services may be a poor proxy for biodiversity in some cases, need not to 

ignore it. Moving from no price to the wrong price may not be an improvement. 

- Product passport involves much better management of their supply chains 

- Waste shipment, needs to be regulated because the market cannot control it as the 

incentives are always for waste operators to have more waste. 

- Surprising that there is resistance to environmental tax reform given it is happening 

already and is reflected in Country Specific Recommendations in the Semester 

process. 

- In applying Green Public Procurement where green products cost more, then the 

consideration of avoided environmental externalities needs to be more systematic and 

could be better linked to eco-innovation eg Top Runner Programme 

- Circular economy goes beyond waste, and covers the supply chain and stopping the 

creation of waste. Material flow analysis suggests only a quarter of materials can be 

truly recycled 

- Investment in renewables needs to be recoverable, which requires financial 

sustainability. This is one more example of how policy needs to give strong signals 

about where investment is needed and avoid, for example, investments that end up 

stranded or being made too late.  

 

EU energy market developments and the link to resource efficiency issues 

 

The Commissioner started the discussion by stressing how the debate on competitiveness 

increasingly is being seen as a debate on the cost of energy. The high energy costs in Europe 

compared to those in, for example, the US, are seen as holding Europe's industry back and 

penalising households.  



 

Comments made in the discussion included: 

 

 We have already seen some marginal changes to gas prices due to expectations of 

shale gas developments, perhaps most clearly in long terms contracts for business. 

 Clear that Europe cannot have US levels of exploitation, but even the possibility of it 

influences energy prices. 

 Shale gas causing uncertainty for renewables investments, but it is very difficult to 

give precise examples or to disentangle the effect of shale gas from the impact of the 

economic crisis.  

 US water prices are very low, in Europe they are higher and water less available. 

Some shale gas operators are looking for governments to pay for infrastructure to 

provide water and leave the operators just paying the marginal costs (arguably a 

subsidy).  

 What matters is the relative prices of energy sources between different countries. We 

lose competitiveness because our energy prices are relatively higher than American's 

energy prices and not because our energy prices are high in absolute terms. This 

means that as American energy prices increase, as forecast, then our competitiveness 

will improve even if European energy prices stay constant. 

 We cannot change Europe's energy prices dramatically, but need to live with them 

instead. In fact, Europe has already made many of the structural changes necessary to 

be resource efficient. Because of this, should also not look just at energy price 

increases but at energy price per unit of industrial output increases (significantly 

lower). Furthermore, what is important for consumers is the bill, not the price per se, 

hence energy efficiency is key. 
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Commissioner Potočnik informed the group that resource efficiency is at the centre of the 

forthcoming circular economy package.  The legislative core of the package will be a review 

of the targets in the main waste directives, putting this into the wider logic of circular material 

flows, where waste is just one phase in the cycle. The circular economy and resource 

efficiency concepts will be presented as very close. You can use resources more efficiently, 

but still in a linear way, but to really get the most value added from materials you need to 

keep them in productive use. 

 

The package will also contain a state of progress on the Roadmap to a Resource Efficient 

Europe, and will incorporate conclusions from Commission Communications on Green Jobs 

and Skills, Green Entrepreneurship, Sustainable Buildings and Sustainable Food. 

 

The final meeting of the European Resource Efficiency Platform (scheduled for 31/03/2014) 

will discuss the issue of a target for Resource Productivity. Any target that the Platform can 

agree to could then be taken up in the Europe 2020 package when it is reviewed by the next 

Commission. This would allow for resource efficiency to be better integrated into the 

European Semester. 

 

European Resource Efficiency Platform 

 

The Group expressed support for a Resource Productivity target as measured by GDP over 

Raw Material Consumption, for the following reasons: 

 

- The target makes sense because it is a route to innovation and increased productivity - 

it should be stretching, but achievable. 

- Increases in resource productivity are linked to increases in labour productivity, and 

also to increases in employment - industries which have increased resource 

productivity have also increased jobs, and vice versa. A similar effect can be seen in 

towns in the Ruhr whereby those that are most resource efficient are growing and 

generating jobs. 

- For those who are afraid that a numerical target will become a binding one, there is the 

example of the 3% research and development target, which has lasted as a voluntary 

target for 10 years, and which has led to better policies to stimulate innovation 

throughout Europe. 

- Innovation and competitiveness are positively correlated with resource productivity. 

- The consensus emerging internationally around the Sustainable Development Goals is 

to define a target around sustainable consumption and production which emphasises 

the need to improve energy efficiency and materials productivity. 

- The resource productivity target is a target to increase a 'good' rather than reduce a 

'bad' - it is a cost-reducing target, and one which would lead to rising productivity in 

the manufacturing sector. 

- The Ukraine crisis has drawn increasing attention to the risks arising from import 

dependency on resources and the need for better resource security. 

- This would be a response to rising and volatile resource prices, cutting imports and 

stimulating innovation and export potential. 

- As the EU is an importer of materials, then improving Resource Productivity will cut 

imports and boost GDP. Also, as part of the desired industrial renaissance, EU needs 



to see its role as adding more value to fewer quantities of imported resources, and this 

is well captured by Resource Productivity. 

 

In relation to the modelling of a possible target, there needs to be recognition that it does not 

fully take account of innovation or of factors such as changing prices and volatility, and so is 

both conservative in terms of GDP benefits and ignores some of the benefits outside the GDP 

measurement. Moreover, even if the indicator leaves out land and water and so is only a proxy 

for Resource productivity, it is the best indicator available. Overall, there was support for a 

target of at least 30% or higher.   

 

In relation to the indicator, it was noted that because it is an aggregation, policy needs to 

examine how its components change. This indicator also needs to be linked as far as possible 

to indicators used at the level of the business eg under the Global Reporting Initiative. 

 

Next Steps 

 

The Group advised the Commissioner that there needs to be a greater investment in models 

and analytic tools to integrate economic, social and environmental aspects and, for example, 

to better examine the links between resource and labour productivity. In particular, Horizon 

2020 could be used to step up analysis and modelling of resource efficiency, and their 

population with data. It was proposed that the Commission Services could set up a technical 

seminar to discuss research aspects, bringing together experts on both the production and 

consumption side of such research.  

 

Commissioner Potočnik thanked the group for their contribution, as this was the last meeting 

under his mandate.    

 

 

 


