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Overview of Issues Note

Cross-cutting

.natu = | = p Ita | services and the production boundary of the
ISSUES integrated framework

1. Describing the relationship between ecosystem

2. Framing, defining and classifying natural capital and
natural resources

3. Recording flows involving the harvest of biological
resources by units other than the economic owner or
where there is no economic ownership

4. Accounting for economic activities of non-resident
units using quotas for fishing in a country’s EEZ




Cross-cutting
natural capital
Issues

1. Ecosystem
services and the
production
boundary

Key conceptual points following the SEEA Ecosystem Accounting:

1.

1il.

1v.

Ecosystem services are natural processes which are, by definition, outside
ofthe production boundary ofthe integrated framework since they do not
reflect the combination oflabour and capitalused by economic units in the
production of goods and services

From a supplyand use perspective the integrated framework ofthe SNAonly
records flows between economic units and hence the flow of crops is not
recorded as a flow between land and farmers, but as flows between farmers
and others in the food supply chain

Ecosystem services, in manybut not all cases, contribute to the production
of goods and services inside the production boundary ofthe integrated
framework (SNAbenefits), essentially providing capital inputs/services.

Ecosystem services will also contribute to the supply of benefits that are
outside the production boundary ofthe integrated framework (non-SNA
benefits) such as by providing air filtration services that lead to, for example,
health benefits

Ecosystem assets reflect the combined value ofall future ecosystem
services whether they contribute to SNAbenefits or non-SNAbenefits.
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1. Ecosystem
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production
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Implication

* Some ecosystem assets will, in physical terms, relate to the same
spatial area as land areas that are considered economic assets —e.g.,
agricultural land, forest land. For this reason, there will be an overlap
between the value ofecosystem assets (following SEEAEcosystem
Accounting)and economic assets (i.e., land) to the extent that the land
provides services that are mputs to the production of SNAbenefits

(e.g., crops).
Proposal

* No changes are proposed to the text in Chapter 35 in relation to this
issue.

* In other chapters —notablychapters 1,2, 11 and 34 —some changes
are proposed to be consistent with this logic.

* Annex 1 ofthe Issues note provides proposed changes to text in all of
these chapters.



Key points of feedback :

Cross-cuttin
g 1. In the current guidance ofthe draft 2025 SNA, reference is often

N atu ra | Ca p Ita | made to “natural capital”, consisting ofboth natura.l r.esources and
ecosystem assets. Some respondents argued that it is preferable to

i SYUES refer to “naturalresources” or to “natural capital (excluding

ecosystem assets)”. More generally, respondents argued that

referring to natural capital, consisting ofboth natural resources and

ecosystem assets, in the integrated framework ofthe SNA, was not

appropriate, because ecosystem assets are beyond the asset

2 . Cl dSS |fy| N g boundaryofthe integrated framework

N at urd | Ca p Ita l . Indefiningnaturalcapital (see, forexample, paragraph 11.11), some
an d N at ura | respondents argued that not allnatural capital “occurs naturally”,
and that the latter words should be avoided. Alternatively, one could
resources consider definingnatural resources as only consisting of natural
resources whose growth is not managed and controlled by human
activity.
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2. Classitying
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and natural

resources

Key points of feedback (cont.) :

11l

1v.

The question was raised where to classify costs ofownership
transfer on non-produced assets. Currently, theyare all classified
as part of produced non-financialassets (excludingnatural capital),
while a significant part is related to natural capital

The current guidance in paragraphs 10.140 to 10.145, which
concerns produced non-financialassets (excludingnatural capital),
still refers to work-in-progress in, for example, agricultural crops,
which seems to be inconsistent with how other types of work-in-
progress in biologicalresources is classified .
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Considerations and proposals:

1.

It seems preferable to refer to natural resources in the guidance for the
integrated framework ofnational accounts, and to remove references to
natural capital, includingecosystem assets, from the chapters which cover
the integrated framework. The main argument fordoing so is that in this waythe
relevant guidance does not mixup the asset boundaryapplied in the integrated
framework with the broader notion ofnatural capital discussed in Chapters 2 and
35.

Investigation reveals a divergence between the SNAand SEEA Central Framework
(CF)in the way“natural resources”are defined. Specifically,

* In SEEACF it refers onlyto non-produced assets as a sub-set ofenvironmental
assets

* In 2025 SNAit refers to both non-produced and produced (i.e., cultivated) assets

* In SEEACF environmental assets includes cultivated assets and ecosystem assets
under the definition that theyare “naturally occurring”

* Note that in SEEACF the boundaryin physical terms can be broader than the
boundaryin monetaryterms

* Note that in the 2025 SNAnatural resources includes the radio spectrum and
renewable energyresources
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Considerations and proposals (cont) :

1l

1v.

It proposed to apply the broader definition ofnaturalresources,
1.e., including cultivated biological resources, in the integrated
framework ofnational accounts.

It is proposed to amend the definition ofnatural resources to
“Naturalresources are assets that naturallyoccur, such as land,
mineraland energyresources, waterresources, and animal, tree,
crop and plant resources that have an economic value and over
which ownership maybe enforced and transferred”, or alternatively
make reference to “such as land, mineral and energyresources,
waterresources, and biological resources”.

Concerning costs ofownership transfer, recall that these costs are
currently classified as part of produced non-financial assets
(excluding natural capital/resources). Instead ofapplying this
guidance, one could consider to reallocate this categoryto “natural
resources”. An alternative is to split the category into the costs
related to naturalresources, and the costs related to other non-
produced assets.
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Considerations and proposals (cont) :

V1.

VIL.

VIl

In relation to the costs ofownership transfer, it is proposed to apply
the alternative, by splitting the category, and add each ofthe two
components to the relevant main category of non-financial
assets.

The current guidance i paragraphs 10.140 to 10.145, which relates
to produced non-financialassets (excludingnatural resources), still
refers to work-in-progress i, forexample, agriculture. Paragraph
10.145 implies that work-in-progress on cultivated biological
resources is classified undernatural resources, while other work-in-
progress is to be classified as produced non-financialassets
(excluding naturalresources)

In respect ofthe latterissue, it is proposed to further clarify that all
work-in-progress related to biological resources, i.e., resources
yielding repeat products as well as resources yielding once-only
products, are to be classified as part of naturalresources in the
capitalaccount and on the balance sheet.
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Table 35.1: Components of four capitals and the links to asset boundaries applied in the integrated framework of the SNA and SEEA

		Type of capital

		Main components

		Links to asset boundaries



		

		

		SNA

		SEEA



		Economic capital

		Produced non-financial assets (excluding natural resources)

		Assets in the integrated framework of national accounts

		



		

		Non-produced non-financial assets (excluding natural resources)

		

		



		

		Financial assets and liabilities

		

		



		Natural capital

		Natural resources

· Land

· Mineral and energy resources (renewable and non-renewable

· Biological resources

· Water resources

· Other natural resources

		

		Environmental Assets

		Individual natural resources*



		

		Ecosystem assets

		

		

		Ecosystem assets



		Human capital

		

		



		Social capital

		

		







* Please note that the SEEA excludes the radio spectrum and renewable energy resources.




Key points of feedback:
Cross-cutting

natural capital

|SS ues from resources that do not qualifyas economic assets. Example

1. Arange ofrespondents questioned the appropriate recording,
especiallyofdepletion, in cases where biologicalresources are
harvested byunits that are not the legal owner or harvest resources

instances maybe

Household collection of firewood and non-wood forest products

Subsistence fishing

3. Harvest of
resources by
non-economic

lllegallogging and fishing

Common poolresources

Indigenous rights to harvest resources

owhner or no
economic
owhnership




3. Harvest of
resources by
non-economic
OWner or no
economic
owhnership

1.

Considerations and proposals:

Cross-cutting :
natural capital
Issues

Recognize that all harvesting activity will be recorded as part of production
and consumption

Ifan economic asset has been identified (there is a legaland economic
owner/s), then:

* The value ofthe asset will be equal to the benefits accruing to the
economic owner —1.e., future resource rents.

* Aloss in value ofthe asset due to the productive activities ofthe
economic ownershould be treated as depletion and attributed to the
economic owner

 Ifanother economic unit harvests resources from that economic asset
without payment to the economic owner, then this cannot increase the
benefits accruing to the owner, as a consequence of which the loss of
resources to the economic owner should be treated as an other
change in volume ofresources (OCV)—an uncompensated seizure

* Since the recording of depletion should be limited to the effects ofactions
bythe economic owner, then the loss ofresources as a result of
harvesting by other economic units would not be treated as depletion
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OWner or no
economic
owhnership

Considerations and proposals (cont.):

1il.

1v.

VL

VIL

Ifthere 1s harvesting but no economic asset, then following the principles
applied in the integrated framework ofnational accounts (e.g., forests not
available for wood supplyor fish stocks outside of quota regimes), there can
be no depletion recorded in the accounts, since there is no economic asset.

The question that arises is whetherthese would be cases ofbeingable to
establish a natural resource value (economic asset) for a group ofpeople.
Also, can the evidence ofeconomic benefits alone (without legal ownership)
establish a balance sheet value

There are no obvious conventions that might be applied since it cannot be
known a priori whether the harvesting ofresources is necessarilyleading to
depletion

Note that the complementary asset accounts ofthe SEEACentral Framework,
including accounts in physical terms, will also support the discussion of
these issues

This discussion raises a range of challenges and hence it is proposed that
theybe considered as part ofthe 2025 SNAResearch Agenda, to arrive ata
full reconciliation between the entries in the production accounts and the
balance sheets
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4. Fishing by
non-resident
units Iin a

country’s EEZ

Key points of discussion:

1.

1.

11l

1v.

The entry point for this discussion is if fishing by non-resident
units leads to depletion ofthe underlying asset (fishery) then
how is this recognised in the integrated framework

The issue arises ifa non-resident unit is fishingusing a quota
established by a country. Ifthere is no quota then no economic
asset would be present

The current guidance on fish resources (paragraphs 27.36 to 27.45)
aims to cover a number of different types ofarrangements between
legal owners of fish stocks within an EEZ (assumed to be general
government) and those economic units harvesting fish

Three situations are highlighted :

l. annual payments ofrent to the legal owner;
2. sale ofan asset when quotas are issued in perpetuity;
3. quotas fora certain period oftime (e.g., 5 years)with a longer

term arrangement between legal and economic owner.



Key points of discussion:

Cross-cutting

v.  Ifthe economic unit harvesting the resource is a non-resident unit then:

n atu ra | Ca p |ta | * Forthe first case, with annual payments ofrent, there is no economic
asset for the non-resident unit and any depletion that arises from the

i SSuUues activities ofthe non-resident unit are costs incurred bythe legal
owner (government).

* Forthe second case, ifthe sale ofan asset occurs (and one would
imagine that this might be an extreme/veryunusual case for non-
resident units), then it would seem essential that a notional unit is
created, otherwise you would have a non-resident owning national

4 : F I S h | N g by fish stock, which does not seem appropriate.

- * Inthe third case, the split-asset approach applies. Here, one may
NOoN-resl d e nt assume, as a starting point, that the underlyingasset, the fishery

. . (fishingarea) where the fish is harvested, should be considered a
un ItS N d domestic/national economic asset. Hence, it would seem that any

) partitioning must be between two (or more) domestic economic units.
COou ﬂt ry S E EZ One is the legal owner (government) and the other would be a notional
unit .
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Key points of discussion:

VL.

VIL.

Vi

However, what should be attributed to the notional unit. If the notional unit
is assumed to also undertake the productive activity (of harvesting fish), the
recording would be aligned with the establishment of branches undertaking
economic activity in other countries. This would likely involve recording
quite a number oftransactions that can be envisaged conceptually but may
be difficult to implement. Note that the payment ofrents by the “non-
resident” unit would not constitute an imternational transaction, but would
be a transaction between resident units - the notional unit and the
government.

Alternative conceptual framings to describe the economic ownership ofthe
fisherybya non-resident mayalso be envisaged but these have not been
elaborated at this stage, nor has a complete working through ofthe wider
implications for any approach on balancing items, macroeconomic
aggregates and related matters.

In the case of short-term arrangements, it is not appropriate to create a
notional unit and hence following long-standing convention, the production
activities would be recorded as beingundertaken bynon-residents and not
recorded in the host country’s production accounts. As there is no change
ofownership to the underlyingasset, there are also no cross-border
depletion transactions to record.



Cross-cutting

natural capital

ISSUes

4. Fishing by
non-resident

units in a .

country’s EEZ

IX.

Key points of discussion:

For longer-term arrangements, the case looks much stronger to
create a notional unit, as the activity has more “permanence”. From
a conceptual point of view, but contraryto current convention, one
could also argue that the production associated with fishingin a
country’s EEZshould be included within the nationalaccounts of
that countryas the production is occurring within the economic
territory ofthat country.

However, it is not considered possible to arrive at an agreed
resolution ofthis issue, which appropriatelybalances all ofthe ins
and outs from a conceptualand a practical perspective, and also
provides foran adequate consultation process. Therefore, it is
proposed to also put this issue on the 2025 SNAResearch

Agenda.

It is also proposed to refer the topic to the SEEA Central Framework
revision process for their consideration of potential recording
approaches within a SEEA context.
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Questions for
AEG Discussion

Do you agree with the description of the relationship between
ecosystem services and the production boundaryapplied in the
integrated framework ofnational accounts?

Do you agree with referring to “natural resources”, instead of
“natural capital”, in the mtegrated framework of national
accounts?

Do you agree with the application of the broad definition of
“natural resources” i the integrated framework of national
accounts (i.e., including cultivated biological resources), and
the related change in the definition of““natural resources™?

Do you agree with the separate classification of costs of
ownership transfer under the relevant main categoryofassets?

Do you agree with further clarifying the treatment of work-in-
progress on biologicalresources?
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Questions for
AEG Discussion

Do you agree to put the recording of flows involving the harvest
ofbiological resources by units other than the economic owner

or where there 1s no economic ownership on the 2025 SNA
Research Agenda?

Do you agree to put the accounting for the economic activities

of non-resident units making use of quota established for
fishingin a country’s EEZon the 2025 SNAResearch Agenda ?



System of
National
Accounts

2025! 2CCC

- L]

YOU!
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