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What is natural capital accounting? 

Natural capital accounts bring disparate sources of information and evidence on the 

state of natural capital and the flows of benefits to the economy and society into an 

integrated, coherent, conceptual framework.  Without the accounts, it is likely that we 

would continue to have a variety of different evidence sources – such as land cover 

maps, economic valuation studies, environmental indicators, biophysical models and 

economic impact studies – all using different classifications, concepts and methods. 

Why do natural capital accounting? 

In general, accounts can: 

• Provide a consistent, rigorous and comprehensive framework to mainstream 

and harmonise bio-physical and monetary information for, and understanding of, 

the range of natural assets and their condition, the services they provide 

• Encourage balanced consideration of asset extent and condition, and the 

current and expected future flows of services  

• Highlight key trends over time and priorities for investment 

• Enable clearer exposure of evidence gaps (“what we know least about”) and 

the incentive to fill them through developing new measurement and valuation 

methods and data sources 

• Provide a means of monitoring outcomes of strategies to make better use of 

natural capital. This may involve the generation of physical and monetary 

indicators, which may be derived directly from the accounts in combination with 

other socio-economic information 

                                                           
1 This paper presents the views of the authors and does not necessarily represent the opinion of the UK 
Department for Environment, Food and Rural Affairs. 



• Facilitate accountability and transparency relating to the use and benefit and 

funding of public natural capital assets  

Monetary valuation in natural capital accounts offers particular advantages. It 

• Provides a common metric through which services can be aggregated and 

compared within and across ecosystems, and at national level, can be compared 

and in time integrated with economic data in the National Accounts 

• Highlights the value of non-market ecosystem services, and what is driving 

that value (or lack of value). It can be helpful to understand the relative 

differences in value (and hence potential trade-offs) between different services 

• Highlights the users and beneficiaries of ecosystem services, potentially 

generating discussion of developing new equitable mechanisms to fund nature 

• Provides high-level value for money information where maintenance and 

restoration cost information is available 

• Potentially provide the baseline dataset for scenario analysis 

The value of an account is maximised if it is updated and developed over time, enabling 

further benefits: 

• Policy relevant indicators, linking data from different sources 

• Basis for analysis and modelling, linking with the national accounts  

• A better understanding of the extent to which different social groups benefit from 

or are dependent upon natural capital 

  



Accounts will only become more valuable over time as time-series are developed, 

methods and data improved, and understanding and use increased  

 

Influencing the policy process 

It is rare for there to be a clear causal connection between a particular piece of 

evidence and policy decisions, as the latter are influenced by a range of other factors.  

Often, the best that natural capital accountants (and statisticians in general) can expect 

is that policy decisions are ‘informed’ decisions.  With Natural Capital Accounts in their 

infancy, the influence on policy will be even more intangible.  To date we have identified 

influence through the following routes: 

 ‘Foundational’ (a term taken from the UK National Ecosystem Assessment 

2011), meaning that the accounts define and clarify the nature of the interactions 

between ecosystems and the economy/society, on which other analyses and 

policy development can be built.  Examples include the improved ‘coherence’ in 

policy statements and analyses (e.g. in use of valuations in the UK 

Government’s Plant Health strategy and in some recent impact assessments).  

In many ways we see the Natural Capital Accounts as a means of 

mainstreaming and systematising the kinds of analysis first presented in the 

National Ecosystem Assessment, playing a crucial role in bringing rigour and 

practical application to the ‘natural capital approach’ which is now an established 

part of UK Government policy 

 

 ‘Awareness raising’, in particular the way that the importance of non-market 

ecosystem services has been highlighted.  For example, the relative importance 

of carbon sequestration, recreation and air filtration services from woodland 

compared to the value of the timber provisioning service has been widely quoted 

by Defra ministers and others.  The fact that these are ‘official’ estimates has 

helped to promote confidence in and use of such estimates.  Other examples 

include results from the urban accounts (see Case Study 1 below) which have 

generated much greater awareness of the value of natural capital in urban 

areas2.  Corporate accounts (such as those for nature reserves managed by 

NGOs (e.g. the Royal Society for the Protection of Birds) have also been 

                                                           
2 See for example Box 2.2 of the Supplementary evidence report to the UK Government’s 25 year Environment 
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https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/67
3492/25-year-environment-plan-annex1.pdf 
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developed in part simply to demonstrate the additional benefits that are provided 

by the reserves in addition to the protection of biodiversity 

 

 ‘Facilitating communication’ between the different disciplines of stakeholders.  

It has been encouraging to hear ecologists in the Department talk of asset 

stocks and service flows, something that would not have been happened 10 

years ago 

 

 ‘Supporting’ and ‘enabling’ other accounting applications.  One element here is 

in relation to ‘walking the talk’: the original commitment to bring natural capital 

onto the nation’s balance sheet3 was made in connection with a policy goal to 

take the value of natural capital into account in decision-making at all levels.  

The other element relates to the our support for practitioners who are compiling 

and using accounts at sub-national levels.  Where the national data has been 

derived from spatially disaggregated models, the resulting estimates have been 

used in the compilation of accounts at municipal and corporate level, the 

expectation being that localised applications will inform local decision-making.  

And even where the national level results are not sufficiently spatially dis-

aggregated, it is possible to derive standard factors to be used for more local 

accounting purposes 

 

 Use in ‘advocacy’, a term drawn from discussions about the Vardon et al paper 

on the accounting push and the policy pull.  The use of results from the UK 

accounts is not systematically recorded but we are aware that they crop up in a 

number of unexpected places such as Departmental bids for funding and the 

London Local Industrial Strategy.  We are also aware that at least one municipal 

council has successfully used local level accounts to obtain increased funding 

for green infrastructure  

Adapting the accounts to the policy context 

In general we are finding that the basic results from the accounts are hard to interpret 

and we need to adapt the findings to the policy context.  We are therefore looking to 

develop more ‘themed accounts’, focusing on the relationship between natural capital 

and particular sectors such as farming and water supply.  The following three case 

studies are early examples of where the policy context has influenced the way that the 

accounts have been developed and presented. 
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https://www.gov.uk/government/publications/the-natural-choice-securing-the-value-of-nature 

https://www.gov.uk/government/publications/the-natural-choice-securing-the-value-of-nature


Case study (1): Natural Capital Accounts for urban areas 

 

Background  

In order to understand the importance of natural capital in urban areas, the UK has 

produced a set of urban natural capital accounts.  The accounts have been compiled 

over a number of years and cover the extent of different land covers in urban areas, the 

condition of some parts of those areas, and the flows of services in physical and 

monetary terms.  Importantly, the accounts also provide information about the 

accessibility of different types of open access green and blue spaces within the urban 

area, and the proximity of those spaces to areas of population. 

Key findings 

Urban areas constitute only about 8% of the inland area of the UK, of which 

approximately one third is natural land or green space.  But despite the relative lack of 

vegetation, natural capital in urban areas are important sources of ecosystem services, 

providing 40% of recreation values and sizeable contributions to air filtration, urban 

cooling and biomass provisioning4.  Figure 1 shows the relative importance of different 

ecosystem services in the urban areas. 

Amenity values are also significant, adding an estimated 130 billion GBP to the value of 

the UK housing stock5. 

Policy relevance and stakeholders 

The accounts have had an important role in organising, synthesising and developing the 

evidence base on urban natural capital, coinciding with an increasing policy concern 

about the sustainability of our cities. 

The information from the accounts on the extent of green spaces in different urban 

areas and their proximity to areas of population is being used at national level to inform 

the development of standards for access to green spaces within England, and at 

municipality level to support maintenance and protection of existing green spaces.  The 

accounts have also contributed to a much wider appreciation of the significance of the 

range of ecosystem services (including health, recreation, leisure and amenity benefits) 

derived from urban natural capital. 

  

                                                           
4 Flood prevention services are also likely to be substantial, though further work is needed in order to incorporate 
the values in the accounts. 
5 This value may double-count benefits from air filtration and recreation services in particular. 



Figure 1.  Ecosystem services flows in urban areas in the UK: percentage shares 

of monetary values (2017 prices) 

 

Source: Office for National Statistics  
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Case study (2): Natural Capital Accounts for the marine environment 

 

Background 

The marine ecosystem in the UK is more than three times the UK’s land area, and an 

important resource both culturally and economically.  However the development of 

accounts for marine ecosystems is a relatively unexplored area, which raises different 

challenges to those for terrestrial areas.  Even the delineation between land and sea is 

subject to variations in definition.  We were also conscious that the range and 

characteristics of the services could well be different to those for terrestrial areas.  

Setting our knowledge into an accounting framework therefore offered us an opportunity 

to be more systematic about our understanding of the value of our marine natural 

capital and how it relates to terrestrial natural assets. 

Key findings 

The initial accounts bring the available data into much sharper focus, revealing what we 

do and don’t know about our marine environment.  For example we only know the 

nature of the seabed for about 70% of the marine area, which means that a significant 

proportion is unknown.  Condition is also difficult to establish, and there is a need for 

more science to inform the nature of the relationship between condition and the delivery 

of services.  On the more positive side, the initial accounts demonstrated that the 

marine ecosystem provides a range of important services, such as waste mediation and 

coastal flood protection, which had not previously been recorded within our natural 

capital accounts.  The contribution of the marine environment to carbon accumulation 

also promises to be a significant addition to the established accounts.  It has also been 

useful to record the relative values of the flows of abiotic services, such as off-shore oil 

and gas, and off-shore wind farms, within the accounting framework. 

Policy relevance and stakeholders 

Once more fully developed, we see the accounts for marine areas as contributing to: 

i) The identification and management of protected and unprotected areas 

ii) Measurement of the ‘Blue economy’ 

iii) Understanding the social context of users and beneficiaries of marine 

ecosystem services 

What might a combined ‘Blue Economy’/Marine ecosystem account look like?  Table 1 

sets out how marine natural capital service flows relate to the economic values recorded 

in measures of the Blue Economy6.  

                                                           
6 Similar tables could be developed for farming/farmland and forestry/woodland, although significantly more 
detailed, spatially disaggregated data would be required in order to do this. 



 

Table 1.  Potential relationships between the UK Blue Economy GVA, valuations 

of market-based flows from the marine area (SNA benefits), and non-market flows 

from the UK marine ecosystem 

      GBP million 

Illustrative/ Provisional Marine 
ecosystem 
supply of 
services 

Additive to 
/contributes to 

Blue economy 
GVA 

Provisioning services       
Fish, aquaculture                   292   =>          2,416  

Carrier services? (maritime transport)           2,595  

Ports           6,492  

Shipbuilding           2,529  

Abiotic flows     
Oil and gas                1,157   =>        9,784  

Minerals and aggregates 
                     

14  
 =>   529 

Wind power                1,345   =>  ?  

Regulating Services       
Air pollution removal   +   

Carbon sequestration                   384   +    
Storm buffering                5,590   +    
Temperature regulation   +    
Waste mediation                1,692   +    
Cultural Services       
Enabling recreation                1,299   +    
Enabling physical activity   +    
Settings for mental health   +    
Enabling educational interactions  +   
Amenity (and other non-use?) values  +  

Nature-based tourism                   800   =>          7,056  

 

Source: Thornton et al, European Union  



Case study (3): Natural Capital Accounts for the Public Forest Estate 
England 
 

Background 

In order to manage the Public Forest Estate in England for a range of benefits other 

than just timber provisioning, Forestry England has established an on-going set of 

natural capital accounts for the land they manage.  These accounts cover extent, the 

condition of different types of habitat, both physical and monetary flow accounts and a 

monetary asset account.  The experience gained in developing national level accounts 

along the lines of the SEEA EEA has informed the development of these corporate 

accounts. 

Key findings 

The latest accounts show that there has been a substantial increase in the net asset 

value of the Public Forest Estate.  This is partly attributed to an increase in the net asset 

value of timber, reflecting both a strengthened timber price and increased volume 

predictions for the next few years.  The value put on recreational visits to the estate 

remains the largest single contributor to the balance sheet, with visitor numbers 

increasing by 25% against baseline year of 2013/14.  There was also increased value 

attributed to carbon sequestration, reflecting increased non-traded carbon values (using 

UK Government published values) as well as an increase in projected sequestration. 

Policy relevance and stakeholders 

Forest Enterprise is finding natural capital accounting a very useful additional tool in 

understanding the benefits that our forests deliver for society.  The process of 

identifying assets and physical flows of benefits through the development of the natural 

capital accounts has also proven to be beneficial in highlighting what we do and don’t 

understand about the services that the estate delivers, and how they might be 

improved. 

At a strategic level the information in the accounts is a key means for the organisation to 

have a regular check on whether the value of the natural capital services the estate 

provides is improving, as well as an overview of the state of play of and trends in the 

condition of different assets.  However, the accounts are also used to inform decision 

making at all levels by clearly linking management activities with the value of the natural 

capital services and assets. 

  



Table 2 Monetary flow account for the Public Forest Estate England (million GBP 

per year) 

Spatial accounting unit by 
natural capital benefit 

Type of flow Baseline year 
2013/14 

Reporting year 
2018/19 

Timber provision 

Woodland Timber produced 11.1 17.0 

Climate regulation 

Woodland  
 

Carbon sequestration value 

98.7 106.0 

Bogs (0.5) (0.6) 

Grassland - - 

Heathland - - 

Woodland on Deep Peat Soils (5.0)  (5.2) 

Recreation 

Whole estate Recreation 346.3 522.2 

 Volunteers - - 

Plant and seed supply 

Whole estate Plant and seed revenues 3.1 3.2 

Food provision 

Whole estate Wild game carcass value 0.01 (0.14) 

 Livestock production value - - 

 Crop production value - - 

Minerals 

Whole estate Mineral production volume 0.9 0.4 

 

Source: Forestry England 
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