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Preface

About the MATISSE project

The MATISSE (Methods and Tools for Integrated Susiaility Assessment) project is funded by the
European Commission, DG Research, within thé&@mework Programme. The project is interested
in the role that Integrated Sustainability Asses#nfkSA) could play in the process of developingl an
implementing policies capable of addressing peasisproblems of unsustainable development and
supporting transitions to a more sustainable futnr&urope. The core activity of MATISSE is to
develop, test and demonstrate new and improvedanetind tools for conducting ISA.

This work is carried out through developing andlgipg a conceptual framework for ISA, looking at
the linkages to other sustainability assessmentgsses, linking existing tools to make them more
useable for ISA, developing new tools to addreassitions to sustainable development and applying
the new and improved tools within an ISA processugh a series of case studies.

The extent to which the case studies are carryitgaocomplete ISA for their area of focus varies
between attempts to cover all phases of an ISAga®d¢o partial implementation of the process.
Equally, different case studies are oriented teetigping and testing tools and approaches to soute, b
not all, of the methodological challenges of ISAeTlcase studies are complementary, however, and
the set of cases offers the opportunity to addaessde range of methodological challenges and to
explore linkages between cases. An evaluation aftmal experiences with ISA implementation in
the case studies will provide guidance on the &rrtmprovement of methods and tools. Results will
also contribute to more informed policy advice.

What is ISA?

Within the MATISSE project, Integrated SustaindapilAssessment (ISA) has been defined as a
cyclical, participatory process of scoping, envigig, experimenting, and learning through which a
shared interpretation of sustainability for a sfieaontext is developed and applied in an intezgtat
manner, in order to explore solutions to persisf@oblems of unsustainable development. ISA is
conceptualised as a complement to other forms sfagability assessment, such as Sustainability
Impact Assessment, Integrated Assessment and Regulepact Assessment. Whereas these other
forms of assessment fulfil the pragmatic needeforantescreening of incremental sectoral policies
that are developed within the prevailing policyineg, ISA is conceptualised as a support to longer-
term and more strategic policy processes, whereolljective is to explore persistent problems of
unsustainable development that have a systemi®lpgth and possible solutions to these. ISA is
therefore oriented toward supporting the develogn@ncross-sectoral policies that specifically
address sustainable development and at explorirgpliag policy regimes and institutional
arrangements.

MATISSE Working Papers

Matisse Working Papers are interim reports of mtogetivities that are published in order to ilhase
ongoing work and some provisional conclusions, el as providing the opportunity for discussion of
the approaches taken by the project and interimltsesThis discussion should be both within the
project and between project members and the braagentific and policy communities. Readers are
encouraged to contact the authors to discuss titertioof MATISSE Working Papers.

Jill Jager and Paul Weaver
Editors of the MATISSE Working Paper Series
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Further reflections on differences and
complementarities between (S)IA and ISA: scaling,
power and their treatment within sustainability
assessment

Introduction

Although there is rhetorical buy-in to ‘sustainalevelopment’ as an overarching policy objective of
the European Union, there are different conceptsustainable development that are now present
simultaneously within the Commission and EU MemBgates, especially as regards the nature of the
linkage between the economy, ecology and sociatyhis working paper we reflect on the problems
that this poses for the effective use of (S)IA. Wso propose that the lack of a single overarching
policy frame of reference, including a single agre®nceptualisation of the linkages between the
component systems of sustainable development, stgygee need to explore the capacities of
different concepts to provide a framework in whiohsearch for solutions to persistent development
problems. We distinguish between ISA and (S)IA ae different but complementary forms of
sustainability assessment. ISA is concerned withllehging prevailing paradigms and making
possible the implementation of new policy framelse Toncern of (S)IA is to ensure consistency and
coherence of initiatives with the policy frame ontbtés has been established as hegemonic. ISA
requires modulation between scales and levels nvighsingle sustainability assessment process in
order to address issues of power, regime changdransition. (S)IA is a nested set of assessment
processes each undertaken at a particular leuvakipolicy hierarchy whose coherence is assured by
having a single overarching policy frame as commefierence, which is developed at the highest
policy levels and cascaded to lower levé@lshough ISA and (S)IA are different, they presarget of
common development challenges.

Policy frames for sustainability assessment

One view of the linkage between the economy, egodogl society (still remarkably strong in policy
making at EU and Member State levels) holds thatréfationship is necessarily zero-sum and that
balancing and trade-offs are therefore inevitabld aecessary between the interests of different
subsystems. Countering this is the emerging (agdadly strengthening) perspective that there is
potential for synergy among subsystem objectiveghis perspective, the game is not zero-sum; i.e.
win-wins are possible between economic, ecologindl social objectives and these should be targeted
such that we face only residual trade-offs and meatgbalancing problem in decision making. Win-
wins can be pursued by internalising externalisexdscso that the market gives incentives for win-wi
solutions to emerge and also by seeking win-wincames through policy interventions. This
emerging perspective is not at odds with the plespigrowth paradigm but rather argues that
emphasis could be shifted from labour productivityprovement to natural resource productivity
improvement. It is essentially a policy frame oblegical modernisation that is based upon making
progress on the eco-efficiency agenda. This emgrginlicy frame sees the possibility for
environmentally-compatible economic growth and fmmpetitiveness based on getting more
economic benefits from resources than competitbtain. The assertion that the economy and the
ecology are intrinsically compatible ithe defining assertionthat underpins the Brundtland
conceptualisation of sustainable development. gh&irconceptualisation of sustainable development
— representing a deep-ecology viewpoint — is alédest, though is not strongly represented yetsThi

! These are considered in more detail in a reldf®d Working Paper, by David Tabara, UAB, entitled:

Notes on Participation and Power in ISA.
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conceptualisation suggests that concerns for ssmegical integrity, equity and precaution may
constrain the level and structure of developmergystemic ways and that eco-efficiency alone may
not be sufficient for securing development objexdiin the face of powerful demographic, economic,
technological, social and environmental trends.

It is worth reflecting further on this ‘third’ coeptualisation of sustainable development. A stgrtin
proposition is that the eco-efficiency perspectivay be too narrowly conceived from a sustainability
standpoint, since it doesn't provide for the potigybthat in a ‘systemically constrained’” world, i
might neither be possible (nor desirable) for ghowt the production and consumption of material
goods to continue, at least in an undifferentidtech. This more radical perspective on sustaingbili
provides for the possibility that sufficiency optemight be needed as a necessary counterpar-to ec
efficiency options. This perspective also stresbes there may be need for supporting policies to
ensure that sufficiency sacrifices are not madg onpredominantly by the poorer sections of sgciet
There is a need also to ensure that eco-efficigagys are not lost through rebound effects. This ec
efficiency plus sufficiency perspective could develop in an evohdary way from the purely eco-
efficiency approach, but it depends upon marketuetiring to give appropriate signals about the ne
disbenefits of some kinds of production and condionpat the margin. It is likely also to depend
upon revision of the method of GDP calculation andredefining the net contribution of production
and consumption to societal welfare and individyzlity of life. Another key element would be for
the interests of future generations to be adequadpresented in the market and in decision-making
processes, which is problematic since it requiresogate representation or a decision-making
principle to be applied that restricts the offsgjtof problems to future generations. It is neadlysa
the case that this conceptualisation of sustaigbithich admits the possibility — indeed likelibah —

of systemic constraints to the scale of economiivig is inconsistent with the prevailing growth
paradigm (at least in so far as GDP is currentljndd) and, therefore, also with its institutiosald
power bases; i.e., the regime of growth. Unlike-effiziency alone, which is compatible with growth
and competitiveness as currently defined and pdrgiienot yet with market prices, since many
environmental and social costs are currently eslesseed and policies are in place that support a
‘throughout’ economy), this more stringent concepsation of sustainability requires regime change.
It defines a different development paradigm.

These different conceptualisations of sustainablel®dpment also imply different ways of defining
policy objectives and therefore, also, of relevengacts of prospective policy interventions, ashasl
different ways of interpreting the need for ‘intaion’ of information within decision making
processes. Respectively, these are:

i) the need simply to ‘balance’ economic with sociald aenvironmental objectives,
accepting that economic objectives have priority #rat it is sufficient if a solution can
be shown to deliver net benefits;

ii) the need to integrate the three (or more) subsgswiSD and to seek synergistic
initiatives based on the linkages between policjedives e.g. eco-efficiency, and
ruling out initiatives that imply significant losseon any one objective if this is
considered to be critical for SD);

i) the need to integrate both efficiency and sufficieracknowledging that the structure
and scale of economic activity may need to respgstemic constraints on aggregate
development; i.e. growth.

Against this backdrop, we can consider the role @ngose of sustainability assessment in the policy
process, both as assessment is used now and asmaseemight be developed and used in the future.



MATISSE Working Paper 5

Why (S)IA cannot currently deliver on its potential

In principle, (S)IA as it is now practiced is pugeal to achieve the following objectives. It is mted

to serve as an ex ante impact analysis of proseptlicies to ensure that these are ‘consistetit wi
the intention of sustainable development’ (Vare®20 It is also intended to provide information to
decision makers by ‘revealing the trade-offs’ thgbarticular initiative implies or that is repretsh

by the choice of one initiative over another iritia / the ‘do-nothing’ option. Another intentios fo
provide for transparent and accountable decisiokima by revealing the information basis upon
which decisions are reached. Above all, howevetA(8 an instrument that is intended — through all
of the aforementioned — to provide for decision imgkacross policy areas to be coherent and
internally consistent with the overarching policgrhe and objectives of sustainable development.

The problem for (S)IA in everyday practice, however that at present there is no universal
acceptance of any single conceptualisation of tleen@my-ecology-society link within the
Commission. To the contrary, there are severakuwifit, competing and conflicting policy frames
concurrently evident, which have different levefsidfluence in different areas of policy making.
Hence, policy making at the sectoral level — ev@ugh this is now required to be testedantefor

its compatibility with sustainability through th8){A procedures — may be tested against differadt a
entirely incompatible policy reference frames fanstainability, involving different kinds of
objectives, different approaches to the inevitapbiir otherwise of trade-offs and different deamsio
rules concerning how trade-offs are to be madeorisistent application of the (S)IA guidelines is an
inevitable consequence of not having a single hegémnpolicy reference frame.

The lack of such a frame implies transgress ofsacharinciple of ‘tiering’, which requires that mm
multi-level governance structure, policy makingdtigher level should provide a consistent refezenc
framework for policy making at lower levels. Thenmiple of tiering requires consistency through a
nested hierarchical structure of policies and supgppolicy assessments. In order to comply with i
sustainability assessment of policies needs to pddee at all levels in the policy-making hierarchy
Assessment needs to begin at the highest levedsdier to ensure that overarching objectives and
strategies are consistent with a particular conmdisiation of sustainability, so that these in furan
provide one consistent policy frame of refereneag thight be cascaded down the policy hierarchy and
assessment hierarchy to lower levels. All loweelg8)IAs would need to refer to the policy frame
thus established and to be consistent with it. lirhkebetween (S)IAs at different levels is estalidid

by the policy frame that sets out the conceptuadiseof the economy-ecology-society relationship,
defines and establishes the objectives to be saamghtestablished the decision rules for handling
(residual) trade-offs. There are three implicatiohshe tiering principle. First, in order to dedivon

the intent of using (S)IA to support consistency anherence in the policy process, there needs to b
a single, consistent policy frame to provide thienence for assessment. Secondly, there is need to
apply (S)IA at all levels in the policy hierarchyhirdly, assessment should start at the highest
strategic level (Lisbon, EU SDS, etc.), not atphbécy level.

Thus, there is a need for a full (complete) andsistent set of (S)IAs, each dealing with one lafel
the policy hierarchy from strategic to sectoral.t Behat is the nature of the scaling and linkage
between scales and levels in (S)IA? There is nbgpdar need for each individual (S)IA to be multi-
scalar. However, this does not mean that singleHéS)IAs do not need to be linked in some way.
The key linkage is that the higher-level (S)IAsabtish reference frames for lower level (S)IAs.
Especially, this suggests the need for any systeroitstraints and overarching objectives to be
established through the higher-level (S)IAs anccadsd down the (S)IA hierarchy for use at lower
levels. Some feedback from lower levels to highiyhtnalso be needed in order to inform higher level
policy making about barriers and constraints entared at lower levels whose removal would require
actions at higher levels and for providing inforimatabout systemic links that are revealed through
cross-sectoral scrutiny of initiatives (for examméout how much fossil energy and water is used in
biomass production and in materials recycling amabahow much energy is used in water production
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and wastewater treatment, so that the systemitiareships in resource use might be more clearly
revealed).

The existing (S)IA guidelines used within the Coresion could provide for this to happé&nthey
were carried through according to the textbook.ebd they constitute a near ‘state-of-the-art’
representation of sustainability assessment knagelethd understanding, combining lessons learned
from experience with earlier forms of assessmei,(BEA, etc.) with normative principles, such as
the Bellagio Principles. The existing EU guidelimaske provision for (S)IA to be applied at all
levels. At present, however, empirical evidencegests that (S)IA is mostly practiced at the settora
and operational levels of policy making, and thaplizations of (S)IA at higher levels, such ashat t
level of the Thematic Strategies or Framework Dives, cannot be as thorough as would be needed
given the influence that policies developed at ¢hlesels have upon lower levels of policy making
and that this failing arises in part because aps&ssat these levels is also compromised by tHe lac
of a consistent policy frame of reference. The Amdntal issue, therefore, is that there is no sjngl
overarching policy frame of reference for sustaieatevelopment within the Commission. There is
confusion between the different interpretationshaf links between the economic, environmental and
societal subsystems. At least two of the three ephualisations of sustainable development presented
above — (i) and (ii) — are represented within them@ission and both of these are reflected in
overarching policy objectives and high-level stagats which, as a result, necessarily conflict. This
conflict serves to confuse (S)IA at the sectordicgdevels where it is now applied. Thus, (S)IA
cannot currently be effective, since it is not eddsd within a consistent policy frame of reference.

Roles for sustainability assessment in the policy p rocess

Against this backdrop, we can identify at least twoles for sustainability assessment in support of
policy making, which require different design cri¢eto be used in order that assessments designed f
each role are ‘fit for purpose’. One role concegnsuring adherence to the policy frame of reference
at all levels within the policy hierarchy, whichcindes adherence to the reference conceptualisation
of sustainable development. The other role conctrmproblem of establishing one or another of the
possible conceptualisations of sustainability @& dbminant policy frame of reference. In respect to
this second challenge, we can refer back to threéthdifferent and competing conceptualisations of
sustainable development mentioned earlier, in aaatentify potential ‘battlegrounds’ for hegemony
among the different concepts: one is the shonrédium- term struggle to establish a regime of eco-
efficiency (i.e. the replacement of (i) by (ii) he above scheme); the other is a longer term aé m
fundamental struggle concerning the potential distaient of a ‘sufficiency plus efficiency’ regime
(the extension of (ii) to (iii) in the above sch@mehe longer term struggle involves challengehie t
prevailing (growth and competitiveness) paradigmg & is likely to be driven by the search for
solutions to persistent problems that have a systpathology within this paradigm and are made
more intractable by ongoing (and earlier-mentioneehds as these begin to abut against systemic
constraints. These problems may depend as muclorer fior their solution on sufficiency adjustments
(behavioural) as on efficiency adjustments (tecbgickl), and will certainly depend upon institutabn
change. This requires a search, not only for féasifisions of acceptable futures, but also for
simultaneous clarification of means and objectives.

The analysis of persistent problems in full conssitess that solutions will require regime/paradigm
change calls for an approach to sustainability ssssent that we have termed ISA. It does require
modulation between scales and levels within a sisgktainability assessment process and is therefor
different in design from (S)IA. We are thereforedimposition to deepen and clarify our understanding
of the differences (as well as the commonalitiesjpieen (S)IA and ISA. (S)IA is a nested set of
assessment processes whose coherence is assurediby a single overarching policy frame as
common reference, which is developed at the higbeléty levels and cascaded to lower levels. The
concern of (S)IA is to ensure consistency and @i of initiatives with the policy frame. Ideally,
the same (S)IA design guidelines are therefore aeedistently at all levels of policy making. 1S
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an assessment process that seeks to addressegmerpigiblems that cannot be solved within the
prevailing policy frame. ISA seeks simultaneousty define acceptable solutions to persistent
problems and the paradigmatic conditions, includpadicy frames, within which these could be
implemented feasibly.

ISA is therefore a longer-term, explorative anatstgic process that is concerned with challenging
prevailing paradigms and making possible the imglatation of new policy frames. ISA is concerned
with the process of transition and with how phenoansuch as path-dependence, lock-in, and power
might be analysed and addressed. It must be caetavith the behaviours of actors and institutions,
their capacities for social learning and the padbtés for transformation, empowerment and regime
change. This involves modulation between levels suades within the same ISA process. These key
differences between (S)IA and ISA and their imglmas for appropriate design criteria for the two
different forms of assessment are summarised iteTab

Table 1 Comp arison of sustainability impact assessment and inte grated
sustainability assessment:
Sustainability Impact Integrated Sustainability

Assessment Assessment
Paradigm Incremental Transition
Scope Narrow problem formulation Broader systems view
Scale Single level Multi-level
Stakeholder Regime Niche
Goals/Constraints Given Searching, explorative
Object Partial Holistic
Learning Cognitive/one-off assessment Social learning/iterative
Power Structural Innovative/empowering

Discussion

The question over which conceptualisation of suostality should provide the policy frame of
reference has wider implications, since there isead, not only for consistency within the policy
process, but also for consistency between theypplioacess and market-mediated decision making. It
is already well-recognised that there is a needotoect for imperfections in the market mechanism
that bias price-based allocations of resourceesaically, leading to the overuse and even abfise o
environmental goods and services. This raisessthee of how such a market correction might be
achieved and, linked to this, the question of thengatibility of different possible principles for
handling trade-offs in political decision makin@rd therefore in (S)IA — with different approackes
getting sustainability reflected in the market naatbm and in prices. There are two broad approaches
to market correction other than regulation: appneacbased on taxes that seek to internalise the
externalised costs of resource use (Pigou); antbappes based on imposing ceilings on resource use,
allocating property rights over resources that @eemitted to be used and establishing markets in
which these rights can be traded (Coase).
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Taxation to ‘internalise' externalities is complatitvith a decision-principle in the assessment of
prospective policy interventions of ‘net positivenefits’. Taxation, however, will not necessarily
protect social or environmental values since tliesaot set limits on the overall use of resources a
because it is difficult (if not impossible) for ta@tes to be made sufficiently adjustable for them
respond to scarcity in the same way as pricesréalet! factors, goods and services can respond. We
can reasonably suppose that marginal use of akse@atge environmental goods and services should
cause prices for these to rise on an acceleratingec but tax rates tend to be fixed for periods of
months or years at a time. It is argued that exestaif set correctly at the marginal cost of
environmental damage, would in principle provide ffficiency in resource allocation, but a
reasonable judgement would suggest that this ikalplin practice because of this inflexibility @n

on the basis of a different but related line ofuangntation, because of the inherently difficultidem

of estimating damage costs). If eco-taxes could provide for efficient resource allocation, a
corollary is that they would neither provide forfegttive protection of the environmental or social
values.

The alternative approach to correcting marketsettirgy limits and allowing markets to find a price
for the rights thus established appears to holdenmomise of providing effective protection in
practice, as well as of providing for efficient oesce allocation by the exchange of rights within
markets among potential resource users, albeitthigatevel of protection chosen would often be a
political judgment based on the best science we lavailable at any given time. There are caveats
concerning distributional consequences if rights mot distributed with care at the outset. However,
the main point in the context of the present dismursis that, for compatibility with an approach to
market correction that is based on setting liméggquires, decision making in the policy process
requires more than a net positive benefits prieciplbe used when making trade-offs. It implieg tha
there are some non-negotiable social and envirotahealues that cannot be traded off against
economic gains, whatever the size of those gains.

The two approaches to market correction therefaggest different policy frames of reference for
sustainability and, therefore, also for (S)IA irppart of the policy process. There is a need tlecef
this in the MATISSE project. In order to ensurettMATISSE serves useful and urgent policy needs,
the case studies should be designed as exploratiod#ferent policy frames of reference. They
should be concerned with clarifying understandibgua which of several possible reference frames —
each representing a different interpretation orceptualisation of sustainability and implying
different sets of principles for handling tradesoff holds greatest potential to solve problems and
deliver multiple benefits. We need to make thieg kesearch question for all the case studies.

Conclusions

Different forms of sustainability assessment areded to support policy making processes. (S)IA and
ISA are different, but complementary assessmentgsses, with different designs and that address
two different assessment challenges. The conce(B8)bA is to ensure consistency and coherence of
initiatives with the policy frame. ISA is concerneith challenging prevailing paradigms and making
possible the implementation of new policy fram&lA is a nested set of assessment processes whose
coherence is assured by having a single overarghitigy frame as common reference, which is
developed at the highest policy levels and casctaémver levels. ISA requires modulation between
scales and levels within a single sustainabiliseasment process.

The present problem for (S)IA within the Commissierthat there is no single overarching policy
frame to act as a common reference. As a resulty easessment is open to being carried out
differently. Although there is rhetorical buy-in ®ustainable development’ as an overarching policy
objective, there are different concepts of SD the# now present simultaneously within the
Commission. A process is needed by which a singleypframe may emerge as hegemonic because
it is shown to provide the potential for solvingsstent problems that cannot be solved in theiagis

10
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policy frame. The ‘challenge’ in the policy contdat sustainable development therefore is to aehiev
a stepwise shift in the policy frame away from doeation by concept (i), by moving first to concept
(i) and possibly later to concept (iii). ISA angl){A are therefore complementary, but differemtrfe

of assessment. ISA is needed to challenge the @dmiaxisting policy frame in order to establish a
new one. ISA is needed in order to explore differpassible conceptualisations of sustainable
development as potential policy frames of referenoeluding for exploring an eco-efficiency
conceptualisation and alternatives, should an #i@ency policy framework prove insufficient for
dealing with systemic constraints that are likayiritensify. Once a new policy regime has become
established and is hegemonic, (S)IA is needed smrenconsistent policy making within the new
policy frame of reference; for this, (S)IA should bp-scaled in the policy process so that it idiagp
more rigorously at the level of Framework Directi\and Thematic Strategies.

There are important overlaps and commonalities dth bapproaches: systemic constraints, for
example, are important to both (S)IA and ISA andsheuld therefore consider how these might be
determined and represented in assessment proc&ses. methodological development needs are
more specific to ISA: using radical scenarios, dgpi@g models that are not general equilibrium,

addressing power issues in the modelling work, adtarising learning behaviour and differentiating

between actors, their values, motivations and hiebes; are some of these. The essential design
requirements for ISA stem directly from its chaescand role in the policy development process,

which is as an exploration of and instrument fgime change and transition.

11



MATISSE Working Paper 5

Published by

SERI Nachhaltigkeitsforschungs und -kommunikatiGmsbH
Garnisongasse 7/27, A - 1090 Wien

Tel.: 01/9690728-0, Fax.: 01/9690728-17

www.seri.at; office@seri.at

Download availabldttp://www.matisse-project.net

12



