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Asset forthinthe Chinese21% Century Agenda: researches and experiments shoul d be conducted
intheaccounting systemwith natural resourcesand environmental factorstakeninto consideration
S0 as to make the relevant statistic indexes and the market price precisely reflect the changes of
resources and environment caused by the economic activity. Itisessential to make amendments
in the traditional GDP indexes to constitute the needed Green GDP (GGDP) Indexes of the
development strategy suitable for the sustainable devel opment.

1. SNA Framework, GDP Accounting Method and its Existing Deficiencies

Therearesomedeficienciesinthe 1993 Versionof theUN SNA System and therel evant accounting
indexes. These deficiencies are manifested in: (1). Overlooking the scarcity of natural resources
we are facing which endangers the capability of sustainable economic productivity. (2). The
overlooking of the environmental pollution caused the degrading of the environment quality. (3).
INSNA thecostof preventingtheenvironmental degradingandretrograde, orthecostfordiminishing
theimpact after the degrading (i.e. theincrease of the Medicare cost caused by the environmental
pollution and so on) are counted into GDP, and was mistaken as the increase of welfare, which
apparently contradicts the definition of welfare. (4). The manmade capita (factories, machines
and roads, etc.) should draw the depreciation to compensate its loss of value during the process
of using, and the depreciation thus goes to the GDP. Whereas, many natural resources (i.e. forest,
land, the underground coal resources) have been consumed completely without leading to
depreciation, and thusthe depreciation of thenatural environmental assetsisnot showninthe GDP.

2. “Greenize’ the GDP-the Green GDP Accounting
(2). The Green GDP—GDP indexes adjusted by the ecological environmental assets.
The green GDP = traditiond GDP- environmenta /ecologica cod.

The environmental /ecological cost includes four aspects: A. the defensive expenditure in the
environmental damage. B. thelossin resources environment. C. the expenditure expenses of the
restoration of theresources environment. D. the expenses of maintai ning resources environment.

(2). The Green GDP Accounting based on that of the Input and Output

Fromtheperspectiveof theinput, irrational productionactivity canleadtowearingout of theresource
andenvironment pollution, whilethedraining of thenatural resourcesand environmental pollution
directly affectsthe GDP. M eanwhile, the damageto the environment caused by thefina useshould
also be regarded as the cost of that through GDP distribution, and redistribution and should be
compensated by theGDP. Theincreasedval uecreated by theenvironmental protectionorgani zations
(resourcesrecovery organizationsand pollution treatment organi zations) should be deemed asthe
newly increased portion of the GDP. Also, the necessary input in the resources and environment
incarryingout theenvironmental protectionactivities(resourcesrecovery and pollutiontreatment)



by the environmental organizations should also be deducted from traditional GDP. Hence, the
cdculating formula of the rdlated “ Green GDP’:

GreenGDP=Total new value created by traditional industrial sector- total input in resources
andenvironment (includingtheinput fromtraditional industrial sector andenvironmental protection
organizations) - environmental damage caused by final use of theresources/ total cost + total new
vaue created by environmenta protection organizations.

Fromthe perspectiveof the output, thetraditional GDPiscal culated onthebasisof thetotal volume
of the productsproduced by thetraditional industrial sector, and thefinal products (output) equals
thetotal output minusthecost. Butintheprocessof production, varioustraditional industrial sectors
produce alarge quantity of products —goods and ser vices, which meet the demands of their own
and the society. They are the positive output, which at the same time, also damages the living
environment (the drainage of the resources and the environmental pollution) owing to the outer
uneconomical production activities. Additionally the increase value created by environmental
protection organizations (resources recovery and pollution treatment organizations) should be
regarded as newly additional part of the output, thus from the point of the output, the formula of
the Green GDP should be:

Green GDP = Final total output of traditional industrial sectors - damage to the resources and
environment / total cost (created by the traditional industrial sector, environmental protection
organizations and the final using sectors) + total new value created by environmental protection
organizations.



