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1. Eco-industries in an enlarged EU - an overview 

1.1 Introduction and definitions 

1.1.1 Introduction and Objectives 
 

This final report is an analysis of eco-industries in the EU, their economic impact and their 
growth prospects. The study was undertaken by Ernst & Young and RDC-Environnement on 
behalf of the European Commission between April 2005 and August 2006. 

Eco-industries arise from environmental protection expenditures by the private and public 
sector to comply with environmental regulation or improve resource management.  The 
different types of expenditures create eco-industry sectors that contribute to economic growth, 
job creation and innovation. This growth assists the goals of the 2000 Lisbon Agenda and the 
Sustainable Development strategy. 

The objectives of the study are as follows: 

• Provide data for the EU-25 area on turnover, employment, the number and size of 
firms, foreign trade and innovation in eco-industries from 1999-2004. 

• Assess the competitiveness of the sectors from the present through 2010. 
• Analyze the economic viability and cost structure of the eco-industries at the firm 

level. 
• Provide policy recommendations on how to support the development of eco-

industries and enhance their efficiency. 
 

This study uses demand-side analysis of environmental expenditures and supply-side 
analysis of the industry structure and firms to compare the size and turnover of each of the 
eco-industry sectors, employment, their growth outlook and barriers to growth.  These 
features are particularly relevant given the recent addition of several new EU member states.  
The study’s conclusions appear in two parts: 

• Part one includes: 
• A cross-comparison of eco-industry sectors that combines both demand and 

supply-side factors to analyze industry structure (number and size of firms), 
turnover, employment, trade, market outlook, market drivers and barriers to 
growth (chapter 1) 

• Recommendations to support the growth of markets for eco-industries and to 
improve their competitiveness (Chapter 2). 

• Part two includes: 
• Demand-side data and estimates for turnover, direct employment and indirect 

employment based on operating and capital expenditures in eco-industries 
(Chapter 3). 

• Supply-side details of each sector, including the integration of activities, 
industry leaders, technology and other competitiveness factors, regulation, 
market organization, market drivers, outlooks and SWOT (strengths, 
weaknesses, opportunities and threats) analysis (Chapter 4). 

• Case studies on selected companies in various sectors (Chapter 5). 
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1.1.2 Definition of Eco-industries 
 

As defined by the OECD and Eurostat,1 eco-industries are “activities which produce goods 
and services to measure, prevent, limit, minimize or correct environmental damage to water, 
air and soil, as well as problems related to waste, noise and eco-systems. This includes 
technologies, products and services that reduce environmental risk and minimize pollution 
and resources.” 

The sectors fall into two general categories, pollution management and resource 
management. The classification of eco-industries in this report is similar to the sectors in the 
2002 report, “Analysis of the EU Eco-Industries, Their Employment and Export Potential”2 and 
the environmental expenditure data in the Eurostat New Cronos database. As the previous 
study presents eco-industry data for 1999, the goal of this report is to provide a five-year 
update from 1999 to 2004.  

Total EU eco-industry turnover in 2004 was €227 billion, from pollution management and 
resource management activities. Pollution management consists of nine eco-industry sectors 
that manage material streams from processes managed by humans (the technosphere) to 
nature, typically using “end of pipe” technology. It also includes cleaner technologies and 
products, which are mentioned in the definitions as “equipment”. In order of turnover:  

• Solid Waste Management & Recycling (€52.4 billion) 
• Waste Water Treatment (€52.2 billion) 
• Air Pollution Control (€15.9 billion) 
• General Public Administration  (€11.5 billion) 
• Private Environmental Management (€5.8 billion) 
• Remediation & Clean Up of Soil & Groundwater (€5.2 billion) 
• Noise & Vibration Control (€2 billion) 
• Environmental Research & Development (€0.11 billion)3 
• Environmental Monitoring & Instrumentation4 

 

Resource management includes five eco-industry sectors that take a more preventive 
approach to managing material streams from nature to the technosphere:   

• Water Supply (€45.7 billion)5 
• Recycled Materials (€24.3 billion) 
• Renewable Energy Production (€6.1 billion) 
• Nature Protection (€5.7 billion) 
• Eco-construction6 

 

In detail: 

                                                      

1 “The Environmental Goods and Services Industry: Manual for Data Collection and Analysis,” OECD, 1999. 
2 “Analysis of the EU Eco-industries, Their Employment and Export Potential,” ECOTEC for the European Commission, 2002. 
3 Only two countries provided data for this sector and this figure differs considerably from the supply-estimate of €2.5 billion.  
The source of the larger estimate is discussed in chapter 3. 
4 Demand-side environmental expenditure data to estimate the turnover of this sector is not available.  A supply-side 
estimate of turnover in the monitoring and instrumentation sector is €1 billion (see section 4.6 for details). 
5 Water supply and recycled materials turnover are estimated using production value data, not environmental expenditure.  
See section 3.3. for further explanation. 
6 The eco-construction sector is fully integrated into the €1 200 billion general construction industry and demand-side data for 
only environmental activities is not available.  A supply-side estimate of eco-construction turnover is €40 billion (see chapter 
4). 
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Solid Waste Management & Recycling is defined here as the production of equipment, 
technology or specific materials, or the design, operation of systems, plants and sites or 
provision of other services for the collection (waste and scrap), separation, sorting, handling, 
transport, treatment (thermal, biological and chemical), storage, disposal, recovery, recycling 
and management of hazardous and non-hazardous solid waste, including low level, but not 
high level, nuclear waste. It includes outdoor sweeping and watering of streets, paths, parking 
lots, etc.  

Waste Water Treatment is the production of equipment, technology or specific materials, or 
the design, operation of systems, plants and sites or provision of other services for the 
collection, treatment, handling, transport, reuse and management of waste water, cooling 
water and sewage.  The equipment includes pipes, pumps, valves, aeration, gravity 
sedimentation, chemical treatment and recovery, biological recovery systems, oil/water 
separation systems, screens and strainers, sewage treatment, waste water reuse, water 
purification and other water handling systems. 

Air Pollution Control is the production of equipment, technology or specific materials, or the 
design, operation of systems or provision of other services for the treatment and/or removal of 
exhaust gases and particulate matter from both stationary and mobile sources. The 
equipment includes air-handling equipment, dust collectors, precipitators, filters, catalytic 
converters, chemical treatment and recovery systems, specialised stacks, incinerators, 
scrubbers, odour control equipment and environmentally less-damaging specialised fuels. 

General Public Administration consists of national public administration teams and 
departments, including government departments, environmental protection agency inspection 
teams, environmental tax collection and administration, that bear responsibility for 
environmental management fields, the implementation and control of environmental 
regulations, monitoring of fundamental research and development efforts, reporting and 
follow-up on eco-industries performances and other duties. 

Private Environmental Management includes all activities addressing environmental 
management issues within the private sector, in-house or through the provision of external 
assistance (expertise, consulting, etc.) including environmental management system design 
and operation, ISO 14 001 management and operation and environmental audit works. 

Remediation & Clean Up of Soil & Groundwater is the production of equipment, technology 
or specific materials, or the design, operation of systems or provision of other services to 
reduce the quantity of polluting materials in soil and water, including surface water, 
groundwater and sea water.  It includes absorbents, chemicals and bio-remediators for 
cleaning-up, as well as cleaning-up systems (in situ or installed), emergency response and 
spill cleanup systems, water treatment and dredging of residues.  

Noise & Vibration Control is the production of equipment, technology or specific materials, 
or the design, operation of systems or provision of other services to reduce or eliminate the 
emission and propagation of noise and vibration both at source and dispersed. It includes 
mufflers and silencers, noise deadening material, noise control equipment and systems, 
vibration control equipment and systems, sound-proof screens and street covering 

Environmental Research & Development is the research of  environmental issues (air, soil, 
water, energy, waste, noise, etc.) and development of “end of pipe” pollution treatment and 
clean up solutions and “source prevention” solutions to prevent environmental impacts, 
through the development of “cleaner” technologies and the use of renewable raw materials, 
analyze environmental impacts (settlement of measurement and analysis instrumentation), 
clean up pollution (e.g. filtering or treatment processes). 

Environmental Monitoring & Instrumentation includes the manufacturing, integration and 
distribution of components, equipment and systems for monitoring air quality, water quality, 
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noise, industrial emissions, radioactivity levels, etc. It also includes laboratory analysis, data 
acquisition and management systems. 

 

Water Supply is the production of equipment, technology or specific materials, or design, 
construction, installation, management or provision of other services for water supply and 
delivery systems (public and private) and the collection, purification and distribution of potable 
water to household, industrial, commercial or other users. 

Recycled Materials is the production of equipment, technology or specific materials, or 
design, construction, installation, management or provision of other services for 
manufacturing new materials or products, separately identified as recycled, from recovered 
waste or scrap, or preparation of such materials or products for subsequent use. This 
category covers the production of secondary raw materials but not their subsequent use. 

Renewable Energy is the production of equipment, technology or specific materials, or 
design, construction, installation, management or provision of other services for the 
generation, collection or transmission of energy from renewable sources, including biomass, 
solar, wind, tidal, or geothermal sources. 

Nature Protection includes the administration, training, information and education activities 
to conserve or maintain the natural environment, and in particular, the protection and 
rehabilitation of fauna and flora species, ecosystems and habitats, natural and semi-natural 
landscapes. 

Eco-construction consists of the production of equipment, technology or specific materials, 
or design, installation, management or provision of other services to minimize environmental 
impacts from building, construction and renovation, including the construction activity itself 
(workshop), selection of materials, consumption, emissions and other environmental impacts 
during use of the structure, management of construction waste. It does not include 
construction for an eco-activity facility. 

These definitions do not cover all possible activities related to integration of environment in 
other activities (eco-tourism, agricultural farming, etc.). They differ from the 2002 European 
Commission eco-industry report7 and Eurostat in the following respects: 

• renewable energy production and eco-construction have been added as new resource 
management categories 

• the general public administration and private environmental management categories 
correspond to items in “other secondary domains” in the environmental expenditures data 
from Eurostat  

 

1.1.3 Origins and Evolution of Eco-industries 
 

Eco-industries mostly began with traditional, now mature, markets driven by the demand for 
essential commodities such as water supply and services like waste collection. There were 
also markets based on nationally specific requirements and opportunities such as incinerator 
flue gas treatment capacities in Germany. 

Recent eco-industries are based on investment needs created by new environmental 
legislation. For these legislation-driven markets, growth is determined by legal requirements 
and follows cycles depending on the time-frames given to comply with new regulatory 

                                                      

7 “Analysis of the EU Eco-industries, Their Employment and Export Potential,” ECOTEC for the European Commission, 2002 
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standards or targets. This includes compliance with EU objectives and other national legal 
requirements like water quality targets and production targets for energy from renewable 
sources.  

Eco-industry companies take many sizes and forms, beginning with international multi-utilities 
groups, state industrial companies, public administration, R&D groups and small to medium 
enterprises, down to niche firms specialized in one market segment and private expert 
consultants. The “typical” firm in a sector varies and also differs across countries. The 
demand for eco-industry goods and services comes from the private and public (cities and 
municipalities, local and regional agencies, and national and international authorities) sectors.  

The companies operating in eco-industry markets frequently emerge from industrial 
manufacturing companies. In mature markets, firms tend to be subsidiaries of larger 
corporations, especially in the waste management, water supply, waste water treatment and 
air pollution control sectors. Activities such as eco-construction or noise and vibration control 
tend to originate with small firms. Some of those firms (and activities) are then integrated into 
larger firms and it is difficult to estimate the turnover generated specifically by those activities. 
Many of these companies have expanded their activities outside their borders to operate at 
European or global level and have become worldwide industry leaders in waste management, 
water supply, waste water treatment and wind turbine manufacturing, for example. In newer, 
regulatory-driven markets like environmental monitoring, there are more specialized small and 
medium sized companies.  

The entry of new EU member states and their negotiation of the acquis communautaire also 
create eco-industry growth and new opportunities. Mature markets exist in EU-15 countries 
that have installed capacity. However, capacity needs to be created in new member states, 
sometimes with the financial support of EU funds, for example in the following areas: 
incinerator flue gas treatment for air pollution control, waste treatment facilities, development 
and renewal of water supply and waste water networks and connections, implementation of 
air quality directives, eco-construction and replacement of non eco-efficient structures and 
renewable energy. According to various industry associations, new member states offer high 
growth potential in the coming years, whereas slow growth is anticipated for more mature 
sectors in the EU-15 area. 

In some sectors, there is a trend towards increasing service offerings, due to competition on 
manufacturing activities and higher profitability in service activities. The growing demand for 
services can also be explained by the increasing need for integrated solutions and by 
increased outsourcing of environmental management and monitoring, for example, at 
industrial sites and waste water treatment plants.  
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1.2 Eco-industry structure 

 

1.2.1 Size of Eco-industry Companies 
 

There are a number of eco-industry trade associations; however there are few comprehensive 
surveys of the exact number and size of companies in each sector. EU companies are global 
leaders in several eco-industries: air pollution control, water supply and waste water 
treatment, renewable energy, wind power and environmental monitoring. In these sectors, the 
top firms are mostly from France, Germany, the UK and the Netherlands (for wind power, the 
dominant wind power companies are essentially from Germany, Denmark and Spain).  

In long-standing eco-industry markets, the firms tend to be large and international. These 
firms are also present in new eco-industries that were not created by regulation, but are 
related to existing sectors, such as eco-construction. Smaller firms are more frequently found 
in new regulation-driven markets. As eco-industries grow, the providers consolidate, shrinking 
the number of competitors, but increasing their size.  

In “traditional” eco-industry markets, large corporations and their subsidiaries have a 
significant market position throughout the EU-25:  

• The waste management sector consists of firms that are large, specialized in waste 
management, and cover 80% of the market. Their waste collection, sorting, treatment, 
incineration and landfill activities are locally-based (often in the form of local subsidiaries 
or joint-ventures), but sorting and recycling are increasingly carried out on an international 
scale. 

• Water supply and waste water treatment services are typically managed by local 
authorities, but some have outsourced the operation of their facilities to national or 
international companies.  

In more recent markets, increasing commercial interest from large industrial companies have 
led to significant evolutions in the structure of the sector : 

• the building materials and transport segments of the noise and vibration control sector are 
controlled by large multinationals, despite being a newer market, 

• the wind power sector is another rapidly growing market that was originally made up of 
specialists and is gradually being dominated by major energy multinationals. 

 

Specialized small and medium sized companies (up to 250 employees) and larger 
medium-sized companies (up to 500 employees) are the other firms in eco-industry markets. 
This is particularly true for regulatory-driven markets.  

• The eco-construction sector is integrated within the general construction industry, in 
which 97% of firms have fewer than 20 employees. These firms do not necessarily 
specialize in eco-construction, but employ eco-techniques and standards, given the high 
EU-15 demand for renovation and refurbishment of old structures.  

• Firms that map noise exposure or do noise consulting and engineering for buildings are 
also small firms.  

• The renewable energy sector is made up of hundreds of companies that are engaged in 
hydropower, photovoltaic, geothermal, bio energy or solar thermal energy and the sector 
is extremely fragmented. For example, there are 70 small scale water turbine 
manufacturers in the EU-15 alone. 
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Large company subsidiaries and small and medium sized companies coexist and cooperate 
in certain sectors. Though waste management is dominated by a few large firms, the 
remainder of the sector is made up of small firms. In soil remediation, the sector is split 
between small newcomers that are specialized in soil remediation and large construction 
companies that are present in the market due to their related building activities. Players in air 
pollution control are either medium-sized specialist firms or subsidiaries of multinationals. The 
environmental monitoring sector is extremely fragmented with few pure players, large or 
small, and the type of firm engaged in the activity varies with the pollutant that is being 
monitored. 

Due to the diversity of eco-industries, it is difficult to identify general trends in terms of 
concentration and integration of activities. However, there have been a number of 
acquisitions over the last years in the waste management sector, in soil remediation as well 
as in wind power and renewable energy by large groups specialized in energy, utilities 
management or electronic equipment.  

The integration of specialized companies into larger industrial groups suggests that the larger 
companies are building stakes in promising eco-industries. This type of concentration will gain 
speed in other sectors where both very large and very small firms are present, such as soil 
remediation. Other motives for industry concentration are companies’ desire to extend their 
geographical coverage, increase the range of their activities, penetrate broader markets and 
attain critical size in order to bear higher R&D costs. 

 

1.2.2 Range of Activities and Scale 
 

The geographic location of eco-industry firms and their range of operations are linked. 
Residential eco-construction is performed by small, local companies, for example.  

For waste management, water supply and waste water treatment and renewable energy, the 
local nature of the needed resources is a constraint on the market structure and operating 
scale. Activities in those sectors operate mostly on a local or regional scale, despite their 
companies’ broader ownership structures. However, some mechanical waste sorting and 
recycling processes are increasingly done on an international scale, as the most 
technologically advanced processes demand a larger investment and a higher minimum scale 
of operation in order to reduce the relative burden of fixed costs. 

The scale of operations also depends on the maturity of the markets. In general, large 
companies have developed in older commodity-driven markets and now operate on a global 
scale. Although it is difficult to reflect the diversity situations within the eco-industry sectors, 
soil remediation, environmental monitoring and wind power specialist firms, eco-construction 
of office buildings by medium-sized firms or infrastructure by large firms and the manufacture 
of noise equipment tend to operate on a regional and national scale. The soil remediation 
sector and environmental R&D are also found on a European scale.  

Typically on a global scale, are air pollution control, consolidated water supply and waste 
water treatment groups, large environmental monitoring and wind power subsidiaries of 
multinationals and renewable energy technology suppliers, designers and manufacturers. 

Public and private environmental administration, nature protection and environmental R&D 
activities are undertaken at all geographic levels. Public administration is divided among all 
cities, municipalities, local and regional agencies and national and international authorities 
that monitor, manage and inspect environmental issues. In private environmental 
management, the in-house and consulting activities are performed by local, regional and 
global firms. The identification of sites for nature protection occurs at a national and European 
level, whereas eco-tourism is a more local phenomenon. R&D is found at all levels: basic 
research academic centres, specialized research centres, foundations, private research 
departments and firms specialized in new technologies, analysis or measurement. 
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1.2.3 Integration 
 

As mentioned, the size of eco-industry firms varies across sectors and as a consequence, 
integration of activities does as well. Both fully integrated and partially integrated business 
models are found in eco-industries.  

The full integration model integrates all activities in house and is prevalent among the 
largest waste management groups, in water supply and waste water treatment and eco-
construction.  

In the air pollution control, environmental monitoring, wind power and environmental R&D 
sectors, firms tend to be only partially integrated:  

• For air pollution control, design, manufacturing and operation are separate activities.  

• In environmental monitoring, the strategic components tend to be made in-house and are 
then assembled into equipment with components from other suppliers.  

• In wind power, either all of the components are made in house or purchased components 
are assembled into equipment.  

 

1.3 Size of the eco-industry  

1.3.1 Turnover of Eco-industries 
 

The total turnover of eco-industries in the EU-25 in 2004 is €227 billion, making up 2.2% of 
GDP for the EU-25. Pollution management activities are 64% of total turnover (€ 144.9 billion) 
and the remaining 36% (€ 81.8 billion) is from resource management. 

1.3.2 Data and Estimation Approach 
 

A detailed presentation of the methodological approach for data collection and processing 
and of the consequences on results is provided in chapter 3. 

Turnover in 2004 for all eco-industries, by country and by sector is estimated using 
environmental protection expenditure data from the Eurostat New Cronos database8. For this 
reason, references in this report to “turnover”, “expenditures” or “spending” can be considered 
to be equivalent. Due to constraints in available data, a specific approach has been 
implemented for water supply, recycled materials and renewable energy. This approach is 
presented in chapter 3. 

These “demand-side” data refer to spending by public authorities and consumers for 
environmental products and services. Environmental expenditure is defined as the money 
spent on all purposeful activities directly aimed at the prevention, reduction and elimination of 
pollution nuisances resulting from the production processes or consumption of goods and 
services.  

                                                      

8 Data on environmental expenditure are collected from the European countries through the joint OECD/Eurostat 
questionnaire on environmental protection expenditure and revenues. Since 1996, countries complete the questionnaire 
every two years on a voluntary basis. The collected data are then validated and disseminated. 
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Excluded are activities that, while beneficial to the environment, primarily satisfy technical 
needs or health and safety requirements. Environmental protection expenditures exclude 
expenditures on mainstream technologies and thus only take into account the additional cost 
of environmental protection technologies. They also exclude exports outside EU-25 but 
include all imports. 

The Eurostat environmental expenditure data were collected for the EU-25 by questionnaire 
during 2001-039 and correspond to expenditures in those years. In general, when 
questionnaire data aren’t available, a sector’s 1999 figures are updated by multiplying them 
by the sector’s EU-15 growth factor for the period 1999-2003. To create estimates of 2004 
expenditures, the figures have been multiplied by the economic growth factor variable (rate of 
increase in GDP) from the Eurostat New Cronos database. However, the estimates can be 
distorted if there are large discrepancies between the economy’s growth rate and the growth 
rate of the eco-industry. 

It is difficult to estimate the turnover of eco-industry sectors using actual company revenues in 
order to compare them to Eurostat figures based on public sector and consumer 
expenditures. Sectors such as noise and vibration control and environmental monitoring are 
very fragmented and the professional associations in those sectors are unable to collect data 
on all of the firms that are active in their fields. 

For some sectors, “supply-side” revenue data based on information from industry trade 
associations and interviews with industry executives10 are available, but not disaggregated.  
In waste management, the global turnover figures given by the trade association FEAD are 
comparable to the Eurostat figures, however FEAD members do not represent all of the firms 
in waste management and cover only 60% of the domestic waste market and 90% of 
industrial waste. The Eurostat data also may not include all costs related to waste 
management, especially public hygiene and cleaning costs borne by municipalities. According 
to its trade association, the European renewable energy industry has global turnover of €10 
billion, which is superior to figures obtained using model calculations on production. 

Other activities are integrated within other industries and activities and it is difficult to separate 
them to estimate supply-side revenues for a single activity. The entire EU-25 construction 
industry has turnover of over €1,200 billion, according to industry federations. The turnover 
specifically from eco-construction is much smaller, but difficult to estimate since firms’ eco-
construction activities are tied up with their other building activities. The same holds for 
environmental R&D and public and private sector management. 

The shaded cells in Table 1 indicate items for which data can not be found or calculated:  

• Environmental expenditure data are not available for Malta and it is excluded from the 
report’s results.  

• Data are not available on environmental expenditures on monitoring and 
instrumentation and eco-construction and this report’s analysis of those sectors is 
based on supply-side data collected from industry associations and executives.  

                                                      

9 The questionnaire has been revised to have an accounting structure close to the Environmental Protection Expenditure 
Account (EPEA) which is a satellite account from national accounts.   The Structural Business Statistics Regulation (Council 
Regulation EC No; 58/97) which applies to environmental expenditure on market activities (except agriculture) makes it 
easier for Member States to fill in the questionnaire. The legal reporting requirements relevant to the compilation of 
Environmental Expenditure data have until recently been limited to “end of pipe investments”. An amendment of the 
Regulation adopted in November 2002 (Regulation EC No. 2056/2002) expands the legal reporting requirements to include 
“investments in integrated technologies” and “total current expenditure on environmental protection”.  
 
10 This information is explained in further detail in Chapter 3. 
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• Only two countries provide data on environmental R&D expenditures, which suggests 
that the turnover figures for that sector are underestimated. Here, supply-side 
estimates also lend some insight.  

• The most significant missing data are for the renewable energy sector. As a result, 
the turnover for all resource management activities is probably underestimated. 
However the available renewable energy data from Denmark, Spain, Finland, France 
and Germany include the largest producers. The data excludes exports to countries 
outside the EU-25. All imports, from inside and outside the EU-25, are included, 
which inflates the turnover figures. 

 

To ensure consistency and comparability of the data, all of the data in this study are obtained 
from Eurostat databases rather than from national statistics offices. This differs from the 2002 
European Commission eco-industry study11, where the figures were corrected for Austria, 
France, Ireland, Sweden and the UK based on data from national reports. 

 

                                                      

11 “Analysis of the EU Eco-industries, Their Employment and Export Potential,” ECOTEC for the European Commission, 
2002 
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Table 1 : Available Data, 2004 
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Austria V V V V V V   V   V V   V   
Belgium  V V V V V V   V   V V   V   
Cyprus V V V   V     V   V V       
Czech 

Republic V V V V V V   V   V V   V   
Denmark V V V V V V   V   V V V V   

Estonia V V V V V V   V   V V   V   
Finland V V V V V V   V   V V V V   
France V V V V V V   V   V V V V   

Germany V V V V V V   V   V V V V   
Greece V V V V   V   V   V V   V   

Hungary V V V V V V   V   V V   V   
Ireland V V V V   V   V   V V   V   

Italy V V V V V V   V   V V   V   
Latvia V V V V V V       V V   V   

Lithuania V V V V V V   V   V V   V   
Luxembourg V V V   V V V V   V V   V   

Malta                             
Netherlands V V V V V V   V   V V   V   

Poland V V V V V V   V   V V   V   
Portugal V V V V V V   V   V V   V   
Slovakia V V V V V V   V   V V   V   
Slovenia V V V V V V   V   V V   V   

Spain  V V V V V V V V   V V V V   
Sweden V V V V V V   V   V V   V   

UK V V V V V V   V   V V   V   
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1.3.3 Turnover by Country 
 

Average eco-industry expenditure per country in the EU-25 is €9.4 billion, yet France spends 
as much as €45.9 billion and Germany €66.1 billion. The two countries’ combined turnover 
makes up 49% of all EU-25 expenditures.  

The three following countries spend €21.2 billion (UK), €19.2 billion (Italy) and €14 billion 
(Netherlands) and represent together another 24% of the EU-25 total expenditures. 

The remainder is divided between all the other countries (see Table 2), which spend from 
€10,1 billion (Austria) to €0,1 billion (Cyprus). The 10 new member states make up only 5.7% 
of total eco-industry turnover although they represent 16.3% of the EU population. 

As shown in Table 1, renewable energy figures are missing for certain countries and it 
suggests that the figures for resource management expenditures and total turnover are 
underestimated. 12   

                                                      

12Also note that Denmark’s figures include the share of public owned enterprises in the waste and wastewater treatment 
sectors when their accounting is part of public budgets, but exclude those that have their accounting done separately from 
public budgets. It also includes environmental subsidies and environmental aid programmes paid to other countries. Finland 
includes local government only.  
France includes waste management, street cleaning and the part of waste management financed by the local government’s 
budget. Investments for in the air domain correspond to the network of organisations carrying out surveys on air emissions. 
Also, breakdowns of public and private specialised producers could not be made. For the UK, the estimates for 2002 are 
from public expenditure data supplied by Her Majesty’s Treasury. This is actual departmental expenditure and these data 
represent a step change in the series and direct comparisons with earlier estimates may not be possible. Norway includes 
both end of pipe investments and integrated technology investments for NACE 37. For Germany, expenditures for the energy 
sector are only taken into account for one year (2002). 
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Table 2: Total Turnover, Pollution Management and Resource Management 
Expenditures by Country, 2004 

Country 
Total 

Turnover (€ 
million) 

% of EU-
25 

Pollution 
Management 

(€ million) 

% of EU-
25 

Resource 
Management 

(€ million) 

% of EU-
25 

Germany 66,114 29% 44,597 31% 21,517 26% 
France 45,851 20% 28,264 20% 17,587 22% 
UK 21,224 9% 12,103 8% 9,121 11% 
Italy 19,269 9% 8,946 6% 10,323 13% 
Netherlands 14,039 6% 10,953 8% 3,086 4% 
Austria 10,091 4% 9,092 6% 999 1% 
Spain  9,044 4% 6,047 4% 2,997 4% 
Denmark 8,794 4% 6,542 5% 2,252 3% 
Poland 6,557 3% 4,444 3% 2,113 3% 
Belgium  5,806 3% 2,785 2% 3,021 4% 
Sweden 3,968 2% 3,090 2% 878 1% 
Finland 3,543 2% 1,414 1% 2,129 3% 
Portugal 2,356 1% 1,069 1% 1,287 2% 
Hungary 2,193 1% 1,493 1% 700 1% 
Greece 2,054 1% 1,266 1% 788 1% 
Czech 
Republic 1,726 1% 399 <1% 1,327 2% 
Ireland 1,211 1% 818 1% 393 <1% 
Slovenia 872 <1% 507 <1% 365 <1% 
Slovakia 740 <1% 409 <1% 331 <1% 
Lithuania 371 <1% 187 <1% 184 <1% 
Luxembourg 319 <1% 198 <1% 121 <1% 
Estonia 256 <1% 159 <1% 97 <1% 
Latvia 159 <1% 92 <1% 67 <1% 
Cyprus 139 <1% 39 <1% 100 <1% 
Total 226,697 100% 144,915 100% 81,783 100% 
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The balance between pollution management and resource management (end of pipe 
remediation versus preventive measures) varies considerably between countries (see Figure 
1). On average, 36% of total turnover comes from resource management. In the UK, Belgium 
and Portugal, spending is equally balanced. Resource management spending is dominant in 
the Czech Republic, Cyprus and Finland. However these three countries’ combined resource 
management expenditures total only €3.6 billion. In contrast, only 10% of Austrian 
environmental expenditures are for resource management.   

Figure 1: Percent of Pollution Management in Eco-industry Turnover by Country, 2004 
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1.3.4 Turnover Relative to GDP and Turnover Per Capita 
 

Eco-industries are a more significant part of the economy in some countries than in others, as 
seen in Figure 2. The turnover of eco-industries as a percentage of GDP13 has an EU 
average of 2.3% and is highest in Denmark and Austria. Although a greater percentage of 
Denmark and Austria’s economies consist of eco-industries, the impact of eco-industries form 
these countries is limited because their overall economies are much smaller than France and 
Germany. There is not a considerable difference in the importance of eco-industries between 
EU-15 and new member states. Many of the new member states (Slovakia, Estonia, Hungary, 
Slovenia and Poland) have a turnover in eco-industry relative to GDP that is higher than the 
EU average. 

As seen in Figure 3, turnover per capita is considerably higher in older member states. There 
is a more than 23-fold difference between expenditures of €69/capita in Latvia and 
€1635/capita in Denmark. Only Slovenia (€437/capita) and Hungary (€221/capita) among the 
10 new member states have expenditures of more than €200/capita.  

                                                      

13 The GDP and population figures come from Eurostat.   With respect to population, France 
includes metropolitan France and excludes the overseas departments.  
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Figure 2: Turnover as a Percentage of GDP, 2004 
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Figure 3: Turnover per Capita, 2004 
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1.3.5 Turnover by Sector 
 

Solid waste management and recycling; waste water treatment and water supply are by far 
the largest sectors (Figure 4). These three older commodity-based sectors make up 66% of 
total eco-industry turnover. Waste water treatment requires very large investments in order to 
meet the requirements acquis communautaire, particularly the Water Framework Directive 
(directive 2000/60/EC) adopted in 2003. Under the directive, water quality must reach 
satisfactory levels by 2015. As a consequence, this sector will be prominent for another 10 
years. Air pollution control is growing in importance, due to emission reductions required by 
different EU Directives. 

Figure 4: Pollution Management and Resource Management Sectors as a Percentage of 
EU-25 Eco-industry Turnover, 2004 
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The relative importance of the major sectors varies considerably among the member states 
(see Table 3 and Figure 5). Water supply and waste water treatment (WWT) are greater 
issues in new member states, whereas solid waste management is of equally importance in 
EU-15 countries. The degree of development of the activities (selective collection of solid 
waste, investment in WWT facilities, flue gas cleaning) varies, as national priorities determine 
investment sequences. In the long run, as EU Directives are effectively applied in all member 
states, the proportion of turnover spent in various sectors is expected to be more 
homogeneous. 
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Table 3: Eco-Industry Turnover by Sector by Country, 2004 
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Solid Waste 
Management & 
Recycling 14948 12099 6376 1938 3580 3508 2244 2061 1286 1240 703 254 442 438 511 41 215 168 98 43 83 68 21 8
Waste Water 
Treatment 19273 12262 1577 1332 3186 3358 1985 1672 2193 713 1176 566 355 797 618 152 445 187 70 108 90 54 55 6
Air Pollution Control 4472 737 1685 2114 1167 500 974 1778 683 303 375 262 157 97 65 137 76 56 129 29 14 25 9 17
General Public 
Administration 4425 2252 1589 84 1319 200 201 3 74 172 652 242 68 4 68 15 64 22 1 2 0 0 1 0

Private Environmental 
Management 0 403 438 2516 237 1148 225 131 127 178 59 61 24 69 0 7 0 39 80 1 3 4 4 5
Remediation & Clean 
Up 1118 303 307 450 1061 265 207 892 63 164 113 23 17 68 2 34 18 19 28 3 4 7 2 0
Noise & Vibration 
Control 361 207 131 513 404 112 108 3 18 15 13 5 6 21 2 12 0 16 2 0 4 1 0 3
Monitoring & 
Instrumentation
Environmental R&D 0 0 0 0 0 0 104 0 0 0 0 0 0 0 0 0 0 0 0 0 3 0 0 0
Water Supply 11346 10242 4532 7358 1684 486 2195 644 1401 1361 218 323 812 578 604 859 177 212 279 108 65 70 40 82
Recycled Materials 6771 5454 3540 2604 735 292 719 0 546 1526 596 170 310 97 253 453 115 105 46 75 46 26 24 18
Renewable Energy 2218 1194 0 0 0 0 47 1034 0 0 0 1604 0 0 0 0 0 0 0 0 0 0 0 0

Wind Energy 2218 0 0 0 0 0 10 938 0 0 0 16 0 0 0 0 0 0 0 0 0 0 0 0
Solar Energy 0 0 0 0 0 0 21 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Hydropower 0 1098 0 0 0 0 5 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

Biomass 0 95 0 0 0 0 12 96 0 0 0 1587 0 0 0 0 0 0 0 0 0 0 0 0
Nature Protection 1183 697 1049 361 667 221 36 574 166 134 64 32 165 25 184 15 101 48 6 1 10 1 3 0
Eco-Construction
Total 68331 47045 21223 19269 14039 10090 9091 9827 6557 5806 3969 5147 2357 2193 2307 1727 1212 872 740 372 323 256 159 139  
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Figure 5: Turnover per Capita for the five Largest Eco-Industry Sectors, 2004 
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Capital versus Operating Expenditure 

 

The environmental expenditure data are divided into operating and capital expenditures.  
Operating expenditure reveals current expenses (largely labour) versus capital expenditure 
geared toward investment. In general, eco-industries require both capital intensive equipment 
and a skilled workforce to develop, manufacture and operate advanced technologies. The 
ratio of operating expenditures to capital expenditures differs considerably based on the 
labour or capital intensity of a sector (see Figure 6). Some new member states make large 
capital investments to comply with the acquis communautaire, but their overall spending is 
small relative to the rest of the EU and does not greatly affect the average CAPEX ratio in a 
sector. 

Eco-construction, where labour can be up to 70% of costs, is a labour intensive sector. Waste 
collection and sorting aspects of the waste management sector remain labour intensive 
although some tasks are increasingly automated. Teams dedicated to developing new 
applications are key to operations in the environmental monitoring sector. Waste and waste 
water treatment, soil remediation, water supply and renewable energy are rather capital 
intensive. However, ongoing improvements in technology can also reduce the cost of some 
investments in some cases.  

Despite the differences in labour and capital intensity, air pollution control is the only sector in 
which the capital expenditures nearly equal to operating expenditures. This is mostly due to 
the fact that air pollution control requires very expensive machinery and is not a very labour-
intensive activity. In solid waste management, capital expenditure represents less than 20%.  
In coming years, automation should increase the share of capital expenditure. 

 

Figure 6: Capital versus Operating Expenditures by Sector, 2004 
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1.3.6 Turnover Trends 1999-2004 
 

The total turnover for eco-industries in the EU-15 grew 7% (in constant euros) from 1999-
200414. Over the same time period, the overall EU-25 economy grew almost 10%. This 
difference can be partly explained by the fact that the turnover of the most dynamic eco-
industry sectors (renewable energy production, eco-construction, for example) remains small, 
and does not significantly influence the overall results while the larger, mature sectors (waste 
management, waste water treatment and water supply) still determine the general trend. The 
difficulty to obtain a full picture of some of the most dynamic sectors combined with the strong 
representation of mature sectors in the scope of activities covered by this study may lead to 
under-estimating the effective growth of the eco-industries’ total turnover. 

Eco-industry turnover grew fastest in Finland and in the Netherlands and France (see Figure 
7). Turnover in the UK decreased, partly due decreases in real terms in some large sectors, 
the waste water treatment sector in particular. 

Figure 7: Turnover Growth by EU-15 Country (constant €), 1999-2004 
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14 EU-15 turnover in 2004 was €213.7 billion.  In current euros, 1999 turnover for the EU-15 was €183.2 billion. 1999 data are 
not available for the new member states. 
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1.3.7 Comparison between Supply-Side and Demand-Side Estimates 
 

As mentioned above, Eurostat data were not available for every sector presented in this 
report. It was not possible to estimate turnover for the monitoring and instrumentation and 
eco-construction sectors based on “demand-side” expenditure data (see chapter 4 for more 
details on constraints related to data availability). Through interviews with industry leaders 
and trade associations, it was possible to make “supply-side” estimates of turnover in various 
sectors.  

The supply-side figures for the solid waste management, environmental R&D, renewable 
energy and nature protection sectors suggest that the expenditure data underestimate the 
true size of the sector. This is quite apparent for renewable energy for example, as not all 
countries report data for this sector, but it is not so obvious for the others. For waste water 
treatment and water supply, the figures from the industry associations do not include all firms 
in the sector, which explains why the supply-side figures are lower than the demand-side. For 
the monitoring and instrumentation sector, the supply-side figures suggest a turnover of €1 
billion and eco-construction has a turnover of €40 billion. 
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1.3.8 Eco-industry Employment 
 

Total employment, direct and indirect, in eco-industries is 3.4 million, 2.35 million from 
pollution management activities and 1.04 million from resource management activities.  
Overall, eco-industry jobs account for 1.7% of EU-25 employment. 

 

Table 4 : Eco-Industry Employment by Sector, 2004 

  
OPEX CAPEX Indirect 

OPEX 
Total 

Employment 
% of Total 

Employment

Solid Waste Management 
     

774,976  
      

68,329  
    

165,184     1,008,488  30% 

Waste Water Treatment 
     

387,547  
    

209,245  
    

203,355        800,146  24% 

Air Pollution Control 
       

31,718  
      

88,113  
     

58,926        178,757  5% 

General Public Administration 
     

102,019  
      

19,291  
     

41,018        162,329  5% 
Private Environmental 
Management 

       
76,098  

      
20,419  

     
10,013        106,530  3% 

Remediation & Clean Up 
       

21,176  
      

14,763  
     

25,026          60,966  2% 

Noise & Vibration 
       

20,763  
        

9,320  
       

3,235          33,318  1% 

Pollution Management Total 
   

1,414,296 
    

429,480  
    

506,757     2,350,533  69% 
            
Water Supply             502,000  15% 
Recycled Materials             439,000  13% 
Nature Protection             100,000  3% 
Resource Management Total          1,041,000  31% 
            
Total Employment          3,385,533    

 

 

1.3.9 Estimation Approach 
 

Direct operating employment is created by operating expenditures (OPEX) on labour costs for 
the operation of environmental activities or provision of environmental services. Direct CAPEX 
employment is based on capital expenditures (CAPEX) on the share of labour the costs of 
equipment and infrastructure for the production of environmental goods or infrastructure to 
provide environmental services. Indirect employment is generated by other expenses (mostly 
OPEX) that stimulate employment in sectors that provide intermediate inputs to eco-
industries.  

In order to ensure comparability with 1999 figures, no new modelling assumptions were 
made. The analysis does not take trade flows into account. 

The wage rates used in the model have been updated to 2004, taking wage growth into 
account.  The labour intensity ratios used in the 2002 European Commission eco-industry 
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study for each sector remain the same, although rising energy prices have probably affected 
labour costs’ share of total expenditures. Labour intensity ratios also probably differ in the 
new member states, but have a smaller effect in comparison to the differences in wage rates 
(a manufacturing industry worker from Slovakia earns €5 000/year versus €47 000 in 
Sweden). 

Employment estimates for the resource management sectors are calculated differently from 
the other sectors. For water supply and recycled materials, environmental (OPEX and 
CAPEX) expenditures are not available for the sectors in order to estimate turnover and thus 
employment, so production value figures which are equivalent to turnover are used. 15  

The growth rate of production value is calculated with the ratio of 2004 production value to 
1999 production value.  Assuming that production value and environmental expenditure grew 
at the same rate, the 2004 environmental expenditure can be estimated by multiplying 
existing 1999 environmental expenditure data from the 2002 study by the growth factor.  The 
estimated 2004 environmental expenditure is then deflated.  Assuming the growth rate of 
employment is the same as environmental expenditure, the ratio of real-adjusted 2004 
expenditures to 1999 expenditures can be multiplied by 1999 employment to generate an 
estimate of employment in 2004. Nature protection employment is calculated like the other 
resource management sectors although actual 2004 expenditures are used.   

It is not possible to estimate employment in the environmental R&D, monitoring and 
instrumentation, renewable energy and eco-construction sectors using these methods 
because only supply-side data (neither production value nor environmental expenditure) on 
turnover are available.16 

Supply-side estimates of employment appear in the detailed sector descriptions in chapter 4. 
The difficulties of estimating employment based on supply-side figures are similar to those 
encountered when estimating turnover. The environmental monitoring sector is too 
fragmented to create reliable estimates of employment or turnover. The waste management 
industry association provides an employment estimate that is lower than the Eurostat 
estimate because it does not cover all firms and does not include public sector employment.  
Eco-construction and environmental R&D employment are difficult to estimate because their 
activities are integrated into larger industries. 

 

1.3.10 Employment in Pollution Management Sectors 
 

69% of all employment supported by eco-industries is in pollution management activities.  
43% of employment in pollution management is in solid waste management and another 34% 
is in waste water treatment. Together these two domains represent 78% of the jobs in 
pollution management activities. Air pollution control accounts for 5% of all environmental 
jobs. Yet, unlike other sectors, half of the air pollution jobs are related to capital expenditure.  

Indirect employment corresponds in this report to the employment associated with the sectors 
of the economy providing intermediate inputs for the production of environmental equipment 
and services. On this basis, it is estimated that another 500, 000 indirect jobs are generated 
by pollution management sectors.  

 
                                                      

15 See section 1.3.2 for an explanation of the difference between using environmental expenditures and production value to 
estimate turnover.   
16See explanation of missing turnover data in section 1.3.2.  Estimates of employment in the missing sectors that are based 
solely on supply-side data can be found in Table 7 of section 1.4.2 or in the sector-specific sections of Chapter 2. 
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1.3.11 Employment in Resource Management Sectors 
 

31% of eco-industry employment is supported by resource management activities. Nearly half 
of all resource management jobs are in water supply. It was not possible to estimate 
employment figures for renewable energy. However, a supply-side estimate of employment 
from the European Renewable Energy Council puts renewable energy sector employment at 
200,000 people. If so, renewable energy would contribute 16% of resource management 
employment and 5% of overall eco-industry employment. 

 

1.3.12 Employment Trends 1999-2004 
 

The estimated number of jobs in the eco-industries varied considerably between 1999 and 
2004. According to the calculations made, the total employment in eco-industries has 
increased as follows: 

• Pollution management activities: from 1.45 million jobs in 1999 (EU-15) to 1.85 million 
jobs in 2004 (EU-25); 

• Resource management activities: from 0.6 million jobs in 1999 (EU-15) to 1.04 million 
jobs in 2004 (EU-25). 

Focusing on the EU-15 area, the evolutions between 1999 and 2004 (1999 data were limited 
to the EU-15 area) indicate that the number of jobs in pollution management activities 
decreased by 2% (from 1.45 million jobs in 1999 to 1.42 million jobs in 2004). This result 
should however be used cautiously, as changes in turnover, in country wage rates or in other 
production factors can significantly affect the results of the model.  
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1.3.13 Eco-industry Trade 
 

Eco-industry exports for the EU-25 are €13 billion and imports are €11.1 billion (see chapter 
3). 57% of trade (both imports and exports) is with other EU countries. Germany, France and 
the UK are both the largest exporters and importers, though all three are net exporters of eco-
industry goods. None of the 10 new member states is a net exporter of eco-industry goods. 

 

Figure 8: Eco-industry Imports and Exports by Country, 2004 
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Data and Estimation Approach 

The trade data come from the Eurostat database “COMEXT: Database for Environmental 
Technology Trade”. This study uses trade codes assigned by the OECD to match imports and 
exports of goods between countries and through time (see chapter 3 for the list of codes). In 
order to ensure the comparability of data, the trade codes used here are the same as the 
2002 European Commission eco-industry study.  

Unfortunately, the codes do not cover all of the environmental sectors in this study and do not 
include imports and exports of services. The trade figures here cover only air pollution control, 
water pollution control, waste disposal, monitoring equipment, solar thermal, photovoltaic, 
hydropower and other environmental equipment (gas and liquid filtering and purifying 
machinery and non-electric industrial and laboratory furnaces) and do not capture all eco-
industry trade17. The export and import totals reported here do not include all trade, so a total 
balance of trade figure based on the totals is unreliable. 

                                                      

17 Trade code data for comparison with eco-industry supplier data is usually only available from strong exporter countries. 
This comparison suggests that 20% of total trade is captured by trade codes in Germany and Austria, for example. However, 
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The trades are coded either as “Intra EU-25” or “Extra EU-25” and the volume of eco-industry 
trade with an individual country is not given. For confidentiality reasons, countries do not 
report data for all trade codes. As a result, the sums of intra-EU imports and intra-EU exports 
are not equal to each other. Malta, however, did provide data and is included in these figures. 

It was not possible to correct the figures as there are no other aggregate data available for 
these sectors at this time. The World Trade Organisation is currently in the process of 
establishing a common list of environmental technologies. This common list will be much 
larger than the present list used in this study. The new list is likely to contain goods with 
multiple purposes beyond the environment, unlike the goods on the present list. 

 

1.3.14 Trade by Country 
 

In general, the EU-25 countries trade primarily with each other. The UK, Belgium, Poland, 
Portugal and Lithuania are the only countries that export more environmental technologies to 
countries outside the EU than within the EU. Germany, the UK, Netherlands, Hungary and 
Estonia are the only countries that receive more of their imports from outside the EU. 

Germany, France and the UK are responsible for 55% of trade and the new member states 
account for 10%. Germany exports €4.8 billion and imports €3.2 billion in environmental 
technologies and leads the EU in exports in every category except hydropower. It is a net 
exporter of air pollution control and water pollution control equipment, filtering machinery and 
non-electric industrial and laboratory furnaces. France (€1.5 billion in exports, €1.3 billion in 
imports) leads the EU in hydropower equipment exports and is a net exporter of water 
pollution control and waste disposal equipment.  The UK exports €1.5 billion and imports €1 
billion and is a net exporter of air pollution control and water pollution equipment.  

In general, all of the new member states are net importers of environmental technologies.  
However, as a group, they are net exporters in the three smallest categories by slim margins: 
hydropower, solar thermal and waste disposal. Slovenia has a positive balance of €20 million 
in hydropower, Poland (€16.22 million) in solar thermal and the Czech Republic (€18.8 
million) in waste disposal. In photovoltaic equipment, new member state imports exceed 
exports by €438 million. Among the new member states, only Cyprus and Lithuania are net 
exporters in photovoltaic equipment. 

 

1.3.15 Trade by Sector 
 

The EU-25 as a whole is a net exporter in all but photovoltaic equipment. The largest export 
sectors are air pollution control (€2.9 billion), other environmental equipment (€2.6 billion) and 
water pollution control (€1.2 billion) (see Table 5). In all three sectors, Germany is by far the 
largest exporter. The largest import sectors are photovoltaic equipment (€3.3 billion), air 
pollution control (€2.6 billion) and other environmental equipment (€1.9 billion).  EU-25 
imports from outside the EU exceed exports by €1.5 billion in photovoltaic equipment and 
€434 million in water pollution control. 

 
                                                                                                                                                        

this is highly variable across sectors. The limited evidence suggests that for air pollution control it is approximately 50%, but 
for wastewater treatment and waste management it is less than 20%. The ratios are also likely to vary across countries.  
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According to industry representatives, export markets represent significant opportunities for 
business development: 

• the largest opportunities for growth in air pollution control exports are in Asia, 
particularly China, since the North American market is mostly mature, 

• there are budding export opportunities in remediation and clean-up and monitoring 
and instrumentation. In remediation and clean up, there are few European firms 
active in the US or Japan, though they are major remediation markets, due to 
differences in the approach to work and barriers to entry to newcomers. However 
they are very active in Russia, Africa and Brazil and China and Australia are potential 
export markets. Countries like Australia and China may also become clients or 
potential partners for exporting know-how and technology. 

• Since most of the globally-oriented monitoring and instrumentation manufacturers are 
European, exports are important. However, it has been difficult for them to penetrate 
the US market, due to technical requirements which act as barriers for external 
entrants. 

• The EU also exports renewable energy technologies and construction elements. The 
top wind power producers export more than 80% of their production to markets like 
the US, Canada, India, Japan, China and Australia. Small hydropower opportunities 
are in China, Australia, Canada, India, Nepal and New Zealand.  

 

1.3.16 Trade Trends 1999-2004 
 

For the EU-25, total exports have grown 25% and total imports have grown 44% since 1999.18  
Exports grew in every sector except hydropower (-21%) and waste disposal (-0.5%). The 
fastest growing export sectors were other environmental equipment (44%) and monitoring 
equipment (41%). The fastest growing import sectors were photovoltaic equipment (106%), 
air pollution control (50%) and monitoring equipment (33%). As mentioned before, the EU 
overall is a net exporter of environmental technologies, except for in photovoltaic equipment. 
Photovoltaic production is dominated by Japan and the US, though there are now 44 major 
production plants in the EU, almost half of which are in Germany. Since 1999, production 
growth in Germany has averaged 50% per year.  

 

                                                      

18 In constant euros 
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Table 5: Eco-industry Imports and Exports by Sector by Country, 2004 
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Austria 144.73 3.28 41.48 101.21 82.81 37.55 18.14 40.95 470.17
Belgium 190.46 13.07 59.44 164.37 131.49 28.25 29.74 92.74 709.55
Cyprus 4.07 0.02 1.14 1.01 5.36 0.77 1.17 1.88 15.42
Czech Republic 100.85 1.40 39.63 36.26 38.14 10.83 8.39 29.37 264.85
Denmark 23.17 0.55 25.53 41.08 30.75 2.17 4.49 39.42 167.16
Estonia 1.73 0.46 2.48 2.80 40.18 1.08 0.11 2.57 51.41
Finland 22.55 1.62 29.75 30.24 40.56 0.81 12.45 15.56 153.54
France 377.05 9.20 177.81 240.75 187.17 41.06 31.42 223.66 1288.12
Germany 651.54 8.08 222.92 384.59 1506.94 190.82 34.77 238.85 3238.52
Greece 12.47 0.59 10.13 10.87 4.72 2.97 9.68 11.70 63.15
Hungary 91.27 0.14 16.24 21.43 361.64 11.93 5.12 24.67 532.45
Ireland 13.42 0.39 14.64 21.67 9.05 2.48 1.79 10.49 73.94
Italy 123.61 13.01 117.45 186.24 158.82 57.62 32.31 104.19 793.26
Latvia 2.50 0.08 0.77 2.51 0.46 0.94 0.14 2.03 9.43
Lithuania 2.71 0.51 2.02 6.55 1.08 1.22 0.49 3.12 17.70
Luxembourg 1.81 0.30 1.88 2.89 16.55 3.84 6.99 29.00 63.26
Malta 0.68 0.00 0.65 0.82 0.74 0.70 0.23 0.43 4.24
Netherlands 86.59 0.97 35.48 110.51 263.41 16.36 26.52 72.87 612.71
Poland 54.54 5.46 36.12 78.78 16.06 27.22 18.75 35.53 272.46
Portugal 78.29 0.25 12.28 14.77 26.71 6.96 2.05 10.32 151.65
Slovakia 62.58 0.56 14.60 12.38 8.94 4.28 12.75 8.32 124.39
Slovenia 7.17 0.39 4.58 8.54 12.28 1.48 2.93 9.22 46.59
Spain 177.05 3.82 67.49 100.86 79.06 66.97 25.07 96.39 616.72
Sweden 89.30 0.97 34.17 57.77 75.51 2.52 12.37 31.55 304.17
UK 253.07 14.97 179.67 210.31 188.43 34.02 17.11 105.79 1003.36
Total 2573.21 80.08 1148.35 1849.23 3286.87 554.86 314.98 1240.61 11048.20
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Austria 82.15 22.23 33.34 157.68 44.33 44.03 32.13 20.51 436.39
Belgium 364.33 12.30 140.16 137.14 106.51 22.01 79.78 33.72 895.96
Cyprus 0.07 0.00 0.00 0.04 7.19 0.00 0.01 0.01 7.33
Czech Republic 60.78 9.81 7.89 60.43 6.43 5.93 27.15 4.82 183.22
Denmark 79.41 1.58 28.60 60.36 23.19 9.40 16.13 31.10 249.77
Estonia 0.63 0.04 0.95 1.19 1.47 0.06 0.41 0.27 5.01
Finland 38.12 1.64 38.30 36.61 10.79 2.01 2.55 64.38 194.39
France 322.67 62.84 160.62 231.22 132.02 92.45 115.46 402.47 1519.75
Germany 1080.51 57.67 807.43 930.38 760.14 151.25 182.22 809.76 4779.36
Greece 0.96 0.00 0.55 0.64 0.64 10.22 0.35 2.78 16.13
Hungary 4.88 0.01 9.01 22.76 26.07 5.66 1.79 2.55 72.72
Ireland 2.57 0.05 21.23 63.47 3.01 1.17 0.35 78.47 170.33
Italy 214.47 14.14 73.99 137.30 51.70 56.67 156.70 153.12 858.07
Latvia 0.05 0.10 0.39 0.16 0.02 0.57 0.01 0.32 1.62
Lithuania 0.84 0.01 0.63 0.86 1.16 0.10 0.16 0.42 4.19
Luxembourg 0.77 0.15 7.26 1.20 1.71 0.21 52.59 33.00 96.89
Malta 0.05 0.00 0.05 0.04 0.74 0.00 0.00 0.44 1.31
Netherlands 73.13 1.40 73.95 133.50 159.40 27.64 24.12 87.85 581.01
Poland 31.84 0.14 8.01 39.77 1.39 43.45 14.31 18.67 157.56
Portugal 1.68 0.75 1.18 7.72 0.22 72.27 0.47 2.57 86.86
Slovakia 2.14 0.17 1.69 5.17 0.99 3.84 1.87 0.74 16.61
Slovenia 10.28 20.32 0.83 6.84 0.77 1.87 7.23 1.85 50.00
Spain 35.19 9.07 11.03 57.56 222.30 44.24 41.55 28.82 449.76
Sweden 68.38 0.63 96.90 185.39 78.10 7.07 10.69 188.02 635.20
UK 390.26 11.62 378.27 302.66 171.88 43.12 38.54 150.44 1486.80
Total 2866.15 226.69 1902.26 2580.09 1812.16 645.24 806.57 2117.10 12956.25  
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1.4 Market drivers and main competitiveness factors 

 

This section presents the growth trends of the eco-industry sectors as well as the elements that 
drive the development of eco-industry markets like environmental policy and legislation, public 
financing, pricing and the cost structure are examined in depth. The section concludes with a 
summary of the main factors that determine the competitiveness of eco-industries such as 
technology, access to finance and access to markets and market organisation. 

 

1.4.1  Fastest Growing Eco-industry Sectors  
 

Growth rates of most eco-industry have been strong in recent years, although a distinction should 
be made between traditional markets driven by the demand for essential commodities (such as 
water supply) or services (waste collection, for example), which are increasingly mature and 
recent markets which are essentially based on investment needs generated by environmental 
policy (including legislation, definitions of strategies and policy frameworks, voluntary agreements 
and other “soft-law” instruments), which are referred to as “legislation-driven” markets : 

• In traditional markets, additional environmental requirements will generate new sub-
sectors to adapt to emerging market demands, as well as needs for replacement of 
existing equipments,  

• For “legislation-driven” markets, growth is essentially determined by new policy objectives 
and requirements and follows cycles depending on the time-frames set for complying with 
the new standards or targets, although a distinction should be made between increasingly 
mature markets (air pollution control, soil remediation, noise and vibration control, 
environmental monitoring and instrumentation, environmental R&D) and high growth 
potential markets (renewable energy, although wind energy is more mature and close to 
profitability with high energy prices, and eco-construction). 

 

The development of new market segments or solutions should also drive the growth of eco-
industries. Examples are:  

• air pollution control (monitoring of power plants),  

• soil remediation (historical industrial sites in city centres, especially in new member 
states),  

• environmental monitoring for new pollutants or new services such as complete 
outsourcing of monitoring processes. 

The long-term outlook for most sectors is favourable since the implementation of the acquis 
communautaire in the new member states will increase demand for environmental goods and 
services. The new member states will need to create capacity, sometimes with financial support 
from EU funds. Many sectors will benefit from moderate development in EU-15 countries that 
already have installed capacity. The sectors most affected are air pollution control (building of 
incinerator flue gas treatment); waste management (treatment plant capacity); water supply and 
waste water treatment (development and renewal of networks and capacities, increase service 
activities); environmental monitoring (implementation of air quality directives) and eco-construction 
(development of efficient structures and buildings). 
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Renewable Energy  

Growth in renewable and wind energy in Europe is driven mostly by EU policy. The European 
Commission White Paper on Energy Policy set a goal for renewable energy to have a 12% share 
of EU energy consumption by 2010. The Directive 2001/77/EC set a target of 21% of electricity 
generated from renewable energy sources by 2010. At present, only Germany, Denmark, Spain 
and Finland are on track to meet that target. For the EU as a whole, 10% of energy consumption 
and 17% of electricity generation will be from renewable energy sources in 2010. The majority of 
that increase will be in wind power, which has had average annual growth of approximately 30% 
over the past decade. 

 

Remediation and Clean-Up 

For the remediation and clean up sector, growth in Northern Europe will probably be moderate 
because the market is mature, though many sites still need to be decontaminated. One of the 
main drivers for market development will probably be the demand for remediation of city-centre 
locations, as industrial activities are pushed towards the suburbs for accessibility and safety 
reasons.  

Eastern Europe is a strong growth market as the large amount of industrial land has huge 
potential. Poland, Hungary and the Czech Republic are among the most dynamic markets. In 
Hungary, a significant proportion of hazardous waste is stored on companies' sites in temporary 
storage facilities because they cannot afford to pay for proper disposal. As regulations limit the 
amount of hazardous waste that can be stored on-site, there will be an increasing demand in 
Eastern Europe for site remediation, which is expected to reach approximately €1.17 billion within 
the next decade19. 
 
According to some industry players, containment or dumping of polluted water and soil without 
treatment will dramatically decrease, as regulations tend to require treating hazardous waste prior 
to landfilling. Therefore, the future of the market could lie in services of thermal treatment (off-site) 
and mostly on-site processes, which are less time-consuming. According to industry 
representatives, there might also be stronger demand for new techniques combining physical-
chemical treatments and in situ biological remediation processes. 

 

Recycled Materials 

The recycled materials sector is limited to activities related to the use of recycled materials as new 
materials, often as a replacement for raw materials. The growth is not directly driven by 
environmental policy and legislation, but the legally required collection and sorting of recyclables 
creates a market opportunity in their subsequent use. In addition, rising prices for raw materials on 
international markets contribute to increasing the competitiveness of recycled materials. Since 
recyclables replace raw materials in most processes, the growth in the sector may in some cases 
replace growth in raw materials sectors.  

                                                      

19 MSI Study on soil remediation in Europe, 2004 
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1.4.2 Growth in the Largest Eco-industry Sectors 
 

Solid Waste Management 

Solid waste management is a commodity driven market, yet new developments, particularly in 
sorting and recycling activities, are driven by environmental policy. The market is mature in the 
EU-15 and will reach maturity even in the new member states by 2010-2015, according to sector 
professionals. Because of the local nature of waste collection, the market is polarised between 
very large international companies and small, local players.  

The two largest European waste management companies, Veolia (€4.0 billion) and Sita (€4.5 
billion), are from France and despite their size each has only a 4% share of the EU market.    The 
largest companies are fully integrated from collection and sorting to recycling and waste 
treatment. Given their expertise, these companies are also active in developing markets outside 
the EU, for instance by establishing local subsidiaries and joint ventures. To some extent, 
competition from sorting and recycling facilities locates in Asia may lead a growing share of waste 
streams (for example plastics, electronic waste) to be sorted and recycled in countries where 
labour costs are low and the demand for secondary raw materials high. However, in most cases, 
sorting and recycling facilities tend to remain near waste generation sites (major cities and 
industrial areas) so as to reduce transport costs.   

 

Water Supply  

The three largest water supply and sanitation service companies in the world are European 
(Veolia, Suez and RWE) and they generate 59% of turnover in the sector. Yet there are still a 
number of small municipal water suppliers, particularly in Germany and Italy. In general, water 
resource management is increasingly shifting towards meeting quality requirements set out in the 
Water Framework Directive (Directive 2000/60/EC) rather than solely providing water at the lowest 
cost.  

Demographic growth is the main driver for water supply activities. The relatively high water 
network connection rates in Europe lead providers to consider strategies beyond the building and 
maintenance of infrastructure such as services and customer relationship management (including 
advice on water consumption and related issues such as sustainable development). The major 
players already offer assistance to local areas in defining sustainable development plans for water 
consumption optimisation (“Agenda 21” for example), services to help them reach increasing 
quality requirements20 and implement increased controls and protection of water abstraction sites. 

 

Waste Water Treatment 

The waste water treatment sector requires further investment to connect remaining populations 
and to install adequate treatment capacity. If over 90% of European citizens have piped water 
supply, 80-90% are connected to waste water treatment plants in Northern and Central Europe 
and only 30-50% in Southern Europe and the new member states. The implementation of EU 
legislation on waste water treatment will generate significant additional costs to build new 
collection and treatment capacities. Financing such large utilities project is a key issue and usually 
requires support fro EU financing mechanisms such as grants or long-term loans. 

 
                                                      

20 World Health Organisation guidelines, 3rd ed. 
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Air Pollution Control 

Air pollution control is one of the four targets of the 6th Environment Action Programme and there 
are a number of directives to limit and control air pollutants, including Directive 96/61/EC to reduce 
industrial pollution and Directive 96/62/EC on ambient air quality assessment and management.21  

Growth in incinerator flue gas treatment is expected to be weak in countries that are already 
equipped with waste incinerators. However, the 10 new member states are expected to invest in 
such technologies in the future. A number of projects are in progress and it is expected by industry 
representatives that about 50 incinerators will be built within the next decade. Power plants will 
also be a strong market for air pollution control activities, mostly in the new member states. 

Most European countries are far from fulfilling their obligations regarding industrial and chemical 
emissions, especially greenhouse gases and volatile organic compounds (VOCs) emissions, 
which will strengthen the APC market. For example, it is estimated that approximately € 5 billion 
will be spent by Italy alone in order to reach full compliance with air quality legal requirements22. 

 

1.4.3 Other Sectors 
 

Industry experts believe that the noise and vibration control market is growing slowly because 
industrial players tend to do the minimum to meet the relatively stringent noise standards in 
Europe. There are potential opportunities in reducing noise from air and rail transport : 

• increased involvement from local residents and governing authorities may create demand 
from airline and airport operators for quieter transport technologies and new flight path 
procedures, 

• in rail transport, there is a potential market in improving break equipment to reduce noise 
from night cargo transportation, 

• Noise from road transport affects the greatest number of people. In this field, the use of 
quieter road coating solutions could offer a less expensive alternative than building sound 
insulation walls.  

The need to comply with policy objectives and legal requirements as well as the availability of 
institutional funding for research drives environmental R&D. Patents for environmental 
technologies grew 31% between 1998 and 2002 and there is considerable financial support at the 
European level from the 6th Framework Programme for Research 2002-2006, which allocates 
€2.12 billion to global change and ecosystems, sustainable energy systems and sustainable 
surface transport research, and the Environmental Technology Action Plan, which started in 2004. 
It is also possible that increasing energy costs will remain a major driver of environmental R&D 
since energy costs are rising and are usually higher than water or waste management expenses 
for most companies.   

Nature protection activities consist of the management and protection of designated areas with 
important species and habitats, including Natura 2000 sites. It is not clear why turnover in the 
sector declined, though it is probably due to poor data quality. The EU estimated that the cost of 

                                                      

21 Other air pollution control directives include Directive 99/13/CE relating to volatile organic compound emissions (VOCs), 
Directive 99/30/CE on limits for emissions of nitrogen and sulfur oxides, lead and particulate matter, Directive 2000/69/CE on limits 
for emissions of carbon monoxide and benzene, Directive 2000/76 CE on waste incineration, Directive 2001/80/CE on emissions 
from combustion plants, Directive 2001/81/EC on national emissions ceilings for nitrogen and sulfur oxides, VOCs and ammonia  
for each member state, Directive 2003/87/CE for an EU greenhouse gas emissions trading scheme and Directive 2004/107/CE on 
emissions limits for metals like arsenic, cadmium, nickel and poly-aromatic hydrocarbons. 
 
22“Pollution control equipment and service in Italy”,  International  Market Research, October 2003 
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managing the Natura 2000 network is €6.1 billion per year,23 but the figure is probably 
underestimated due to differences in national accounting. 

Growth in the monitoring and instrumentation sector is highly dependent on the implementation 
of current regulation and on the emergence of new regulatory requirements. The industrial 
emissions market should slow down in the EU-15 area as most sites are now compliant with 
Directive 2000/76/EC and the air quality monitoring market is also mature since most large cities 
are equipped. The implementation of air quality and air emissions directives in the new member 
states should support market development. In addition, there are emerging demands for 
monitoring new pollutants and services such as outsourcing the monitoring process. 

The construction sector is already the largest industrial employer in Europe and eco-construction 
is expected to rise due to the EU Directive on the Energy Performance of Buildings 
(2001/0098/COD) and tax-deductibility schemes in some member states. The schemes are 
incentives from national and regional authorities to save energy and water. Increasing energy 
costs and pressure from consumers may also support the sector’s growth. 

 

1.4.4  Market Drivers 
 

Regulation 

Compliance with policy objectives and legal requirements set by EU and national authorities will 
be the main driver of eco-industry growth in the near future. This includes for example industrial 
and chemicals emissions monitoring and reduction for air pollution control activities, water quality 
targets for water management, waste collection and recycling rates, and respective national 
production objectives for the production of energy from renewable sources. Eco-industries can be 
divided between those that are almost entirely driven by environmental policy and legislation (air 
pollution control, noise and vibration control, remediation and clean up, monitoring and 
instrumentation), commodity markets that are affected by public policies and regulations (water 
supply, waste water treatment, solid waste management) and emerging sectors that benefit from 
policy objectives (renewable energy, environmental R&D). 

 

Legislation-driven Markets 

Market evolutions are for some sectors mostly determined by developments in environmental 
policy, and mainly by the adoption of new legislation although other instruments such as policy 
strategies and frameworks, voluntary agreements and other soft-law initiatives also influence 
investment decisions and market evolutions in general. 

In the air pollution control sector, several directives24 determine emission limits for a number of 
pollutants, including carbon monoxide, nitrogen and sulphur oxides and volatile organic 
compounds. Directives also cover industrial pollution (Directive 96/61/EC), air quality assessment 
and management (Directive 96/62/EC), waste incineration (Directive 2000/76/CE) and 
greenhouse gas trading (Directive 2003/87/CE).  

Existing soil remediation and clean up policies are mostly at the national, rather than EU level, and 
are in effect only in a few EU-25 countries. EU-level regulation exists, but is not necessarily 
comprehensive, like EU Directive 86/278/EC which covers the use of sewage sludge on 
                                                      

23 Final report of the Working Group established on Article 8 of the Habitats Directive 
24 For example, directives 99/13/CE, 99/30/CE, 2000/69/CE, 2001/87/CE and 2004/107/CE. For more details, see presentation of 
the sector in chapter 4. 
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agricultural land but not overall soil protection. The forthcoming Soil Framework Directive, as well 
as Directive 2004/35/CE on the liability of actors for environmental damage, will provide an 
impetus for further soil remediation activities. 

Since environmental monitoring and instrumentation equipment are “end-of-pipe” technologies, 
they are perceived by the user mainly as a compliance cost. Stricter environmental requirements 
and increasing controls are therefore the main stimulus for the market for these technologies. For 
example, directive 2000/76/EC on the incineration of waste has generated new business 
opportunities in the field of emissions monitoring and has strong implications for operators of 
industrial installations.  

 

Commodity Markets 

The growth of the water supply sector is largely dependent on population growth; however 
developments in the sector are related to environmental policies. Additional investments will be 
needed to meet the objective of reaching satisfactory quality levels in 2015 set by the Water 
Framework Directive (2000/60/EC), which also encourages the fair pricing of water services. The 
EU’s 6th Environmental Action Programme includes water-specific targets including levels of water 
quality that do not pose a risk to human health and sustainable rates of extraction from water 
resources. For waste water treatment, the revised edition of the EU directive on sewage sludge is 
still pending and might be included in the larger process of producing a soil framework directive. 
The limit values which will be set for the concentration of pollutants in sewage sludge will probably 
imply upgrading waste water treatment facilities in a number of countries. 

Take back obligations, mandatory minimum recycling rates for different waste streams, limitation 
of landfilling of organic waste and landfill and incineration taxes all fall under the EU’s waste 
policy, for which Waste Disposal Framework Directive (75/442/EEC) has set the main principles. 
Further development of selective collection and recycling will lead to increasing activities in this 
field, as well as to ensuring sustainable financing of such processes on the basis of the principle 
of extended producer’s responsibility for end-of-life products. 

 

Emerging Sectors Benefiting from Policy Developments 

The European Commission White Paper on Energy Policy and EU Directive 2001/77/EC give 
considerable support to renewable energy markets. Most member states have implemented a 
support system for renewable energy in the form of feed-in tariffs, quota obligations and in some 
cases green certificates. However, coordinated biomass policies are lacking and financial support 
for projects in this field are limited. For wind energy, complex planning procedures in some 
countries cause longer delays and higher risk for investors, although Articles 6 and 7 of Directive 
2001/77 call for speeding up the authorisation process.    

 

Public Funding and Financing 

Public funding is an important factor in the environmental R&D, water supply and renewable 
energy sectors. Approximately €2.12 billion are made available for environmental R&D under the 
6th Framework Programme for Research (FPRD) and the Environmental Technology Action Plan 
(ETAP) which aims to stimulate both the development and deployment of environmental 
technologies. Although development of fundamental research remains a key element, past 
experience shows that the difficulty met by eco-technologies lies mainly in accessing markets 
under the form of new commercial applications. Many renewable energy technologies are not yet 
economically feasible or competitive and their implementation depends on various market 
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incentives (price supports, feed-in tariffs, quota obligations and green certificates from public 
authorities).  

Public funding is also a key element for supporting the implementation of large waste or water 
management facilities, especially in countries where investment capacity is lacking (this aspect is 
presented in detail below). 

 

Pricing and Market Incentives 

Pricing matters most in the water supply, waste water treatment and renewable energy sectors. 
The price paid for water supply and waste water treatment varies a lot within Europe, depending 
on the investments made to modernize or build infrastructures and comply with environmental 
requirements. The pricing policies often include support schemes aimed at reducing the price paid 
by certain categories of users (through tax policies, for example). Transparent pricing and 
metering of water use are however considered as key issues with respect to the sector’s growth. 

The renewable energy sector still needs support in order to penetrate the energy markets. 
Different incentive systems are currently used in the EU – a fixed price system (the energy 
produced can be sold at a guaranteed price) or a variable price system (certificates with a 
minimum value guaranteed by public authorities). The competitiveness of renewable energy 
sources is directly related to the difference of costs with conventional energy production and there 
are numerous distortions in that market, including institutional and legal barriers, large subsidies 
and State aid to conventional players, existence of national dominant positions, barriers to third 
party access and limited interconnection between regional and national markets. Wind energy 
produced by medium sized turbines is approaching competitiveness in terms of direct costs with 
coal or gas electricity plants and fossil fuel prices should strengthen this trend. However, 
competitiveness is much weaker in countries where electricity prices remain cheap due to the high 
share of nuclear production (i.e. France).  

Renewable energy has environmental benefits as compared to conventional energy, which are not 
reflected in current market prices. The internalization of environmental externalities and costs 
would therefore considerably improve the competitiveness of renewable energy. Policy initiatives 
such as the Large Combustion Plant Directive as well as the European Emissions Trading 
Scheme for CO2 now lead the internalization of environmental costs in prices of fossil based 
energy. 

 

Cost Structure 

The cost of capital and long-term sector outlook influence the market structure in sectors that 
require long term investments. For example, the competitiveness of renewable energy depends 
on its costs relative to conventional power, which depends on fossil fuel prices.  Investment in 
equipment is by far the main cost item, maintenance being the second.   

Typical conventional power generation costs are in the 2–5 cents/kWh range for baseload power, 
but can be considerably higher for peak power and higher still for off-grid diesel generators. In all 
renewable energy sectors, costs have fallen dramatically due to improved technologies :  

• Investment costs for wind power have declined by approximately 3% each year over the 
last 15 years.  

• For solar photovoltaic cells, for which demand was originated by the space programme, 
unit costs have fallen by a factor of 10 over the past 15 years.  

As a result, some renewable energy sources are almost competitive with fossil fuel energy, on-
shore wind, biomass based heating, hydropower and geothermal heating, while others still have a 
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long way to go before being able to compete with fossil fuels without any support (photovoltaic, 
biomass power, and biofuels). 

Projects in the soil remediation and monitoring and instrumentation sectors need to achieve scale 
economies in order to be viable. In soil remediation, industry concentration is increasing as firms 
merge and pool their R&D resources. Broader geographic coverage also matters for firms that 
need to meet the demands of multinational clients. Geography can also be a limiting factor for 
fixed soil remediation treatment plants, since increasing volumes of supply is critical to maintain 
profitability, therefore incurring high transportation costs.  

 

Other Drivers 

Other important determinants of eco-industry market structure are consumer demands, the need 
for new infrastructure and suppliers’ switch from goods to services. Awareness raising among 
consumer create growing pressure for producers to offer an environmentally sound products and 
solutions and to further integrate environmental impacts in product design and production, 
supported by policy initiatives on integrated product policy. The establishment of eco-labels at the 
EU and member state has also played a significant role in increasing the awareness of consumers 
on the benefits of eco-products and services.  

Increasing demand from consumers for green energy, sometimes in the framework of national 
targets, is also an additional driver for the development of renewable energy technologies. This 
trend is expected to last due to the increasing cost of fossil fuels, which will also energy efficiency 
products and equipments.  

Consumer pressure is also a driver for eco-construction. Real estate demand and land pressures 
are a source of growth in the soil remediation market. In the most mature markets, growth is 
slower, but demand is maintained due to the pressure on available land and to stringent regulatory 
requirements on soil protection. 

Increasingly, suppliers of environmental monitoring instrumentation are switching from supplying 
goods to supplying services. For example, manufacturers allow customers to outsource the 
measuring process to them and provide data on a regular basis with guarantees on the reliability 
of data. Such services require long-term contracts (10 to 15 years) and integration of various 
competencies, such as data systems. This shift from goods to services is an opportunity for eco-
industry companies to provide higher value-added support to their clients and to create new 
market segments. 

 

1.4.5 Main Competitiveness Factors for Eco-industries 
 

Technology, access to finance and trends in market organisation are issues that influence eco-
industry competitiveness.  

In general, intrinsically profitable and mature legislation-driven markets are mostly global markets, 
with international competition on all continents. Here, competitiveness is driven by experience and 
the presence of large corporate groups in the market. European companies from mature markets 
have expanded their activities outside their borders and operate at a European or global level. For 
legislation-driven markets with high growth potential, Europe as a whole is usually the most 
demanding market and therefore possesses the main industrial actors.  
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Technology 

Technology development is a key in many sectors as the need for improvement is still substantial 
in renewable energy, eco-construction, air pollution control (dioxins and PM10 removal), 
environmental monitoring, waste management (recycling) and soil remediation. 

• At present, the solid waste management sector does not use highly developed technology 
for most activities. A key development in coming years will be recognition and automatic 
sorting technology since automation will reduce costs, make it less labour intensive and 
could help sorting activities remain within the EU, rather than outsourced abroad. 

• High level technology and innovation capacity, as well as the ability to provide small scale 
solutions, are critical competitiveness factors for air pollution control. 

• In water supply, suppliers are differentiated by technologies that make it possible to meet 
higher quality requirements at reasonable cost. In the long term, the sector will need to 
develop technologies to use alternative sources such as seawater, brackish groundwater 
and treated wastewater. 

• Hydropower, solar thermal heating and cooling (mainly small-scale), biomass heating, on-
shore wind energy and geothermal heating already have economically viable and 
competitive advanced technologies. Yet there is still room for development. For example, 
in geothermal energy, researchers are developing methods and equipments for the 
inventory of favourable zones, improving drilling techniques and optimisation of heat 
pumps. Upcoming challenges in wind power R&D include the production of lighter blades 
using new materials, increasing the size of wind energy plants although the transport 
infrastructure will probably be a limiting factor, developing the off-shore potential and 
mobile manufacturing plants. 

• Eco-construction technology is continuously developing. Innovation in the sector aims at 
increased functionality and lower energy consumption. 

• Monitoring and instrumentation R&D focuses mostly on measuring processes, such as 
continuous monitoring of dioxins and furans.   

• Market leaders in soil remediation dedicate up to 5% of their revenue to R&D, as 
developing more effective and cheaper techniques is strategic especially for smaller, 
specialized firms.  

 

Overall, for environmental R&D, industrial and commercial maturity progress at the same speed 
as technological development. They are well synchronized because they have the same driving 
force, that is, regulatory pressure. However, further development is necessary since most 
environmental technologies have not reached technological maturity and most have not reached a 
stage of wide industrial and commercial application.  

Industry officers consider that the key to successful innovation policy lies in the rapid application of 
new developments in industry, in order to maintain the pace with emerging market needs and 
demands. The support of public authorities in disseminating new techniques is essential, as some 
of these innovations need to be tested, approved, and as potential end-users need to be informed 
on the potential benefits from these new technologies. 
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Access to finance 

For most capital-intensive sectors, financing new investments often proves difficult due to the lack 
of available and adapted financing resources. Financial institutions often fail to understand the 
specificity of these projects, which sometimes present long pay-back periods, high risk due to 
uncertainties over market developments and low profitability. High costs of capital therefore hinder 
the competitiveness of these sectors, and in particular in the sectors presented below : 

• Water supply and waste water treatment facilities, 

• Air pollution control equipment, 

• Waste treatment facilities (incineration plants, composting, and biomethanisation) are 
capital intensive investments with relatively limited operating costs, so the cost of capital 
can have a strong impact on project profitability. An increase in interest rates can have a 
significant effect. For the other activities (collection, sorting), investment is rather limited, 
though this could change in the future with increased automation of collection and sorting. 

• The implementation of new policies to promote renewable energy sources will have a 
considerable impact on investments made in this sector. In order to reach the 20% EU 
target for 2020 an investment of €443 billion in renewable energy is needed over from 
2001-2020, according to the European Renewable Energy Council. The investment period 
for wind power is ten years and frameworks set up by national governments play a key 
role in creating investor confidence. For example, fixed price systems (“feed-in tariffs”), 
where operators are paid a fixed price for every unit of output, have played a decisive role 
in attracting wind energy investment in Germany, Spain, Denmark, and to a lesser extent 
in Austria and Germany. Fixed price systems provide stability in anticipated revenues and 
create investor confidence. This reduces the level of risk associated with projects and 
therefore the cost of capital.  

The ability to finance projects through various EU funds is therefore a critical success factor for 
some sectors (air pollution control, for example), especially in the new member states. An 
increasing number of environmental-related projects are being realized through instruments like 
pre-accession funds. In addition, promoting adapted financial mechanisms (in the form of grant 
facilities, soft loans, investment funds) is also necessary to support the development of eco-
industries. 

Public financers are not comfortable with innovative environmental projects because they lack 
maturity, in terms of stakes qualification (employment, environmental and economical benefits) 
and in terms of partnership. It is difficult to quantify the benefits of new eco-technologies because 
few studies exist on the subject. As for the lack of partnership, it is explained by the fact that 
source prevention projects mostly concern specific processes of companies and it is not in their 
interest to carry out projects in partnership with competitors. Therefore, mechanisms aimed 
specifically at financing innovation are required in order to maintain the capacity of eco-industries 
to develop new products and services.  

 

Market Organisation  

In the major commodity markets, market organization is the result of longstanding social, political 
and economic traditions. In the case of water management, the respective roles of the public and 
private sectors vary a lot from a country to another and state-owned operators, private firms, 
mutual companies, as well as municipalities are involved as owners or operators of infrastructure. 
France, in particular, has a hybrid model that rests between a fully-private or a fully-public 
organization. New member states tend to have a higher share of private management, due to the 
inability of public authorities to finance the necessary investments to fill in missing infrastructure or 
upgrade existing ones in order to comply with EU standards. This has led to large privatization 
movements, and to emergence of public-private partnership. This strong market evolution 
generates opportunities for firms to capture new market shares in utility management for public 
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and private bodies, as major industrial actors who built capacity but now wish to outsource these 
activities.  

In order to benefit from these opportunities, eco-industry companies must develop market 
intelligence and expertise to bid for such projects. This is not sufficiently the case today for small 
and medium sized companies, which need to be supported in order to increase their awareness of 
market evolutions and their business development capacity. 

Initiatives are also emerging in leading countries, either from government bodies or from private 
consultancies, in order to develop innovative knowledge for companies, government bodies and 
public organizations on the management of environmental issues such as water management, 
recycling, ecological risk assessment and buildings’ environmental quality. These initiatives will 
probably generate new demand in areas where purchase of environmental goods and services 
was mostly done in order to comply with environmental regulation. 

 

 


