Comparative diagrams that aim to show links and differences between the three systems:

Comments by Carl Obst: 

This series of figures is useful in demonstrating the potential connections between the various approaches. On viewing these (again) and having recently read again through the comments on the EEA Technical Recommendations I think a distinction is not being made clearly enough among (i) the design of a classification for ES flows, (ii) the associated framework that articulates the connections between the ES flows, ecosystem assets and beneficiaries, and finally (iii) the way in which the information on ES flows might be compiled.

For me, the CICES sitting within the broader cascade model and the NESCS have a very similar sense of the broader framework even though the cascade model does not explicitly mention beneficiaries. The FEGCS is also quite similar although does not appear to make a distinction between ES and benefits as articulated clearly in the cascade model and as implied in the NESCS (by its use of the term “ecological end products”). So in broad terms I think all three framings of ES can potentially work for SEEA EEA but there is work to do on agreeing on a boundary for ES. (not a small task notwithstanding ongoing efforts)

On the design of the classification, it seems to me that the main issue is the way in which the set of ES might be best broken up. CICES follows the MA starting point which is sort of purpose based and NESCS has what seems like an environmental asset type breakdown. I’m going to assume that within these classification structures the actual ES that are being measured, even where different terms are used, are the same thing and will cover the types of ecosystem services that are measured in the literature. I presume too that these same types of ES are included in FEGS. 

From a national accounting perspective having different organisations of the same set of flows is absolutely NOT a problem. For example, household consumption can be presented according to the central product classification or using the Classification of Individual Consumption by Purpose (COICOP) – two classifications for exactly the same set of goods and services. I can see we may be in a similar space here with the different structures being considered good or bad for ecosystem accounting when in fact both might be quite useful or appropriate. It might be lovely if there was an easy nested or simple concordance but this needn’t be a requirement at this stage. Effectively different structure might be developed for different presentations of information. Which presentation suits ecosystem accounting best is not clear to me – the main thing for me is that a complete set of ES (effectively a list) can be determined – how these are then grouped is a secondary step. In short we should worry more at the moment as to whether the complete set of ES within the current CICES or NESCS is agreed – which links clearly to the framing point above but also to the next point.

CICES is a classification that seems to stand alone albeit within the conceptual framing of the cascade model. An apparent advantage of the FEGS CS and NESCS is that the classification of ES is integrated with classifications of ecosystem types and beneficiaries. From an accounting perspective I think this advantage is somewhat overstated with respect to defining a classification of ES. 

Put differently, I can see that the CICES classification might work effectively with different classifications of ecosystem type and different types of beneficiaries. By way of analogy, the CPC can stand alone from the classification of industries (ISIC) and the classification of institutional sectors.

At the same time, in practice, in putting the detail together and assessing whether we have all of the ES in scope, the process developed in the FEGS CS and NESCS of articulating linkages between these three aspects seems particularly useful. But this is a question of implementation rather than concept and I think it is on this distinction that things are getting a bit confused. 

Given all of this, I can see that (i) the three classifications of ES remain complementary and (ii) that the largest challenge is agreeing on the precise conceptual scope of ES to be included. Once this is determined the steps of finalising the appropriate organisation/structure of the classification and the connections to be made to surrounding classifications (ecosystem type and beneficiaries) can be finalised. I use the word finalised very deliberately as it is likely that all of the steps will need to be iterated through multiple times to reach a conclusion (and in fact, unless I’m mistaken, it is this ongoing process of iteration that has framed the current version of the NESCS and its chosen classification of ES/ecological end products). 


Some specific comments on NESCS:
· From an accounting perspective in the blue-green diagram (which I’m very comfortable with) it might be worth noting that the economic supply side will include households 
· and that for all of the entries in the middle blue section there will be matching entries for economic production and consumption.
· With this in mind the third flow of ecological end products direct to the household utility function will be somewhat problematic for the SEEA to include. I suspect that some of the ES being considered in that flow can be captured by recognising the two dot points above but there will be some non-use flows (and associated values) that are not included. 
· This issue goes directly to the issue of the scope of the classification and definition of ES noted above.
· On the NESCS four group structure it would be interesting to clarify if the third group (use / non-use) is a classification of benefits in some way. Put differently, in a SEEA/SNA sense could this be seen to encompass the current CPC (as well as other “things”)


Modular diagrams ..

Carl Obst: In relation to the diagrams above I would point to my earlier comments on the distinct steps of framing the scope of ES, structuring the set of ES and understanding the connections between classifications. Both the CICES and the second group of the NESCS appear to me to be potentially multi-purpose classifications of ES – i.e. they are groupings of types of ES that might be used in different situations. Which one is best for ecosystem accounting I can’t say but I think both are multi-purpose.

The different parts of the NESCS are clearly modular but the CICES could easily fit into a modular approach that combines the SEEA land cover class and the ISIC industries, for example. The use of a modular approach to determining final ES seems to me to be a useful one but I can’t see that the development of CICES must be, at least implicitly somewhat modular. For example, determining which ES are in scope must have some consideration of types of beneficiaries even if not articulated. 

Overall, the terms multi-purpose and modular are interesting ones but I can’t see they can be applied in the way envisaged in the figures above. 
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Production Functions: 

Carl Obst: After reading these points above and the note in the annex I think I can see where things have gone a bit “pear-shaped” here (nothing against pears just an expression that things haven’t gone to plan, I don’t know the history). Anyway, from an economic accounting point of view the idea of a production function is quite straightforward in that you take labour, capital and some other inputs and produce goods and services. Every time you produce something there must be a revealed production function and economic statistics and accounts are means to record the relative contributions of the different inputs. The production function in my mind can exist as a more conceptual description of the different inputs but also some that is “parameterised” i.e. with actual estimates of inputs. Economic modeller will often take the estimates for their parameters of production functions from national accounts and input-output tables to estimate economic output and growth.- but that is a separate task of projection.

In a SEEA EEA context I can now see that the concept of a production function has been applied in two ways. The first is that this standard economic production function might be “extended” to incorporate an additional input of ecosystem services. As recognised actually recording the inputs is difficult but if we imagine that we can measure the ES flows (defined as contributions to the production of benefits) as is the aim in the SEEA then estimating the production function should be feasible. In this sense, I get a bit confused if people say we cannot measure the contribution since for me this means we cannot measure the ES either – they are the same thing. But it may be the reality that we need to deal with. In any event, even if the parameters of this extended production function cannot be measured I still think we can talk about an extended economic production function.

The second way of using the term is as seems to be applied in the NESCS wherein the idea of producing ES (ecological outputs) is that it reflects a range of contributions from different “parts” or “components” of ecosystem assets. This could then be called an ecological production function. The estimation of these parameters would seem to be even more difficult that working out the contribution of ES to existing production of goods and services. 

So, in answer to some of the questions above – my impression is that it is not essential to understand the second form of production function in order to estimate the first. It may be ideal but it seems unlikely.

