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Businesses are starting to take an interest in the natural capital agenda but much more work is
needed to map their impacts and dependence on ecosystem services. Business greening
organisations argue that such work has the potential to engage influential stakeholders in achieving
sustainable outcomes (WBCSD, 2011; Cranston et al 2015). However, the economic valuation of
ecosystem services/natural capital has also received criticism from sections of the academic
community (e.g. Redford and Adams 2009; Gomez-Baggethun and Ruiz-Perez 2011) and the press
(e.g. Monbiot 2014). Such criticism can be helpful in identifying potential pitfalls and areas that may
require wider involvement and engagement of stakeholders, further thought and development of
methods and policies.
In this article, we suggest that addressing the lack of real world examples of valuation by business of
natural capital may improve understanding of such cases and develop ideas and thinking to address
some of these issues. The adoption of valuation as a logical next step in social and environmental
business accounting is hampered by the absence of a fully tried and tested framework to assist and
guide companies in natural capital valuation. Whilst there have been some early efforts to develop
such frameworks include the ongoing work in working towards a natural capital protocol (WBCSD,
2011; CISL 2013c; Maxwell et al 2014), there is a lack of ‘real world’ case studies to build the
evidence of and the confidence in their effectiveness. In this article we reflect on what we learned
from working with SABMiller on such a ‘real world’ case study (Bowe et al 2013; Bowe and van der
Horst 2015). Before we do so, we provide a brief background to the emerging trend of valuing
nature and its contestations.
Traditional conservation approaches alone have not been sufficient to reverse global trends in
biodiversity loss, brought about by the patterns of the global economy, characterized by everincreasing demands on natural capital stocks, ecosystem services, and biodiversity (Guo et al., 2010;
Krausmann et al., 2009 in Gomez-Baggethun and Ruiz-Perez 2011). For a long time (nature)
conservation and (economic) development have been at loggerheads, with proponents of either side
occupying seemingly irreconcilable ideological positions. But recent years have seen the emergence
of the ‘new conservation’ paradigm (Marvier, 2015), characterised by the embrace of tools such as
environmental accounting and non-market valuation which open the door for a more analytical
assessment of the complex interdependencies between the economy and the environment and
enable private and public sector decision makers to internalise the environmental costs and benefits
of specific development interventions.
Nature underpins the human economy (Redford and Adams 2009). The fact we are dependent on
services and goods provided from the natural environment, termed ecosystem services or natural
capital had been well highlighted (MEA 2005). The concept of ecosystem services has been
described as a metaphor to reflect societal dependencies on ecosystems (Norgaard 2010). This
concept has developed into an attempt to value ecosystem services in monetary terms (Gomez1

Baggethun and Ruiz-Perez, 2011). Expressing this value in monetary terms allows aspects of nature
biodiversity and ecosystems to be considered in traditional economic tools (like cost-benefit analysis)
used in private and public sector decision-making. Having access to tools for assessing the impacts
and dependencies on natural capital within the supply chain would allow businesses to take proenvironmental decisions which make business sense in the longer term. These tools can reveal
important information on the costs of inputs, securing supplies, regulatory demands, reputation,
maintaining sustainable operations and income generation (WBCSD, 2011; Cranston et al 2015). In
short, valuation of a company’s environmental and social impacts (positive and negative), will yield
relevant information for business strategy. Indeed, creating positive local externalities through
(informed and progressive) supply chain management lies at the heart of what Michael Porter, the
Harvard Business School guru in Business Strategy calls ‘creating shared value’. Clearly a company
cannot hope to create shared value, without a detailed assessment of the external impacts of
different management and investment options.
This does not mean that valuation of ecosystem services and natural capital is easy or free of
controversy. Recent papers have provided a summary of the critiques to the concept and approach
(Redford and Adams 2009; Schroter et al 2014; Adams 2015). These include ethical arguments that
the concept is anthropogenic focused considering nature’s values only as what it can do for humans,
negating the intrinsic value. Concerns about who are the likely beneficiaries and from which
ecosystem services will they benefit; on this basis will landscapes be managed to prioritise certain
ecosystem services over others. There are also concerns about whether we understand the link
between biodiversity, ecosystem processes and the provision of ecosystem services (Schroter et al
2014). Some have suggested that ecosystem services represent just a fraction of biodiversity
(Redford and Adams 2011), whilst others have observed that for a number of regulatory and
provisioning services sufficient evidence exists to conclude that biodiversity influences or correlates
with ecosystem services (Cardinale et al 2012).
Many of the criticisms focus around the economic framing and valuation aspect both at a conceptual
and methodological level, including concerns about trust in the consultancies and companies
deploying such tools. There is political concern that valuation is a precondition of privatisation and
commercialisation under the overarching banner of commoditisation (Gomez-Baggethun and RuizPerez 2011). Mechanisms such as Payments for Ecosystem Services (PES) and ecosystem service
markets will affect how landscapes are managed, raising contentious issues of power, ownership
and responsibility and the uneven (unfair?) distribution of benefits. Some argue this
commodification would open nature to the influence of financial speculation. In terms of
methodology, concerns have been voiced about valuation being indirectly dependent on market
prices and therefore influenced by market forces or in contrast being based on virtual markets,
which are difficult for the respondent to understand (Chee 2004). Other concerns highlight the value
of ecosystem services being dependent on locality in relation to human population, meaning that
nature close to larger human population centres will be assigned a higher value (Redford and Adams
2009). This can mean that rural and minority ethnic groups will lose out to urban groups who have
different cultural perceptions of the value of ecosystem services. In other words, there is a dilemma
about who should be valuing and whose valuation should be considered ‘right’ (Kenner 2014). Other
recurring issues include the setting or discounting rates and calculating Net Present Value (NPV), and
understanding how valuation will work with dynamic and complex systems and system resilience.
But setting aside the question of how (un)desirable commodification is (which clearly depends to an
important extent on what is actually traded and the market conditions and rules under which it is
traded), it is important to recognise that relatively few valuation studies have actually been carried
out for the purpose of commodification. For example Costanza’s et al (1997) (in)famous (gu)estimate
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of the total economic value of the world’s ecosystem services did not serve for the purpose of
putting a price tag on our beautiful planet (which only extra-terrestrial zillionaires could afford), but
rather to illustrate the fact that mother goose is worth more alive than the sum of all the golden
eggs she has laid for us so far.
We would argue that valuation is neither like land mines (inherently bad) nor like penicillin
(inherently good); like all decision support tools, its value to society depends entirely on how and to
what purpose it is being used. So whilst we acknowledge the above-mentioned controversies and we
steer clear from valuation for the purpose of creating new types of commodities from nature, we do
argue in favour of valuation for the purpose of better informing existing decision dilemmas within
the private and public sector.
In our recent study (Bowe et al 2013; Bowe and van der Horst 2015), we assessed the impacts of
corporate agricultural extension services in Rajasthan India, a semi-arid area with an agricultural
economy that is highly dependent on irrigation from a depleted aquifer. Our case study concerned
SABMiller’s efforts to encourage local farmers to grow a new crop, malting barley, for the company’s
regional brewing operation. The company employed farm advisors who visited independent
smallholder farmers, providing agronomic advice about the benefits and best practices to grow
malting barley. In order to win the trust and raise the interest of local farmers, most farm advisors
provided agronomic advice for the whole farm, not just for malting barley. Focus group meetings
with these farm advisors (conducted by an external consultant) and secondary data showed that the
farming advice resulted in farmers shifting from more water demanding crops to malting barley, and
improving yields of non-barley crops relative to agronomic inputs such as water and fertiliser. This
data was used to develop a historical pre-company scenario, a current non-company scenario
(baseline) and a current company scenario. Biophysical quantification of the impacts of the farming
advice (based on a comparison of the baseline to the company scenario) identified a lower ground
water use, grey water and greenhouse gas externalities for farmers who adopted malting barley as a
new crop. In addition to these reductions in environmental externalities, these farmers also enjoyed
a significant increase in income. Monetary values were assigned to the change in water use based on
the extra cost of pumping ground water from a greater depth and the costs of replacing wells that
had fallen dry due to receding ground water levels. The annual economic value assigned to the
reduction in water externalities exceeded the salary of the extension services employed by
SABMiller. This indicates that under full social and environmental accounting, the extension services
(i.e. the employment of farm advisors) could be seen as a profit-making unit of the company. This
environmental profit is shared with the small-scale farmers in the supply chain and all (water using)
citizens in the region where the company operations, and its customers, are based. As one of the
few foreign, industrial water users in an increasingly water scarce region, SABMiller’s brewing
operations faced a substantial long term reputational risk, but through their malting barley
operations they are able to play a constructive and leading role in regional farming adaptation and
sustainable intensification; a clear example of ‘creating shared value’.
More broadly, our study suggests that in cases where farmer advice significantly increases farmer
income, progressive payments for ecosystem services (PES) schemes could be developed, enticing
farmers to make further environmentally friendly management changes based on targeted
agronomic advice. This is beneficial to the farmers, the environment, the relational capital and
regional reputation of the company. Such schemes could be seen as alternative routes improved
management of our natural resources, informed by valuation studies such as ours and grounded in
existing and mutually-dependent relations along the supply chain.
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The study also identified some interesting aspects relating to data availability and methodological
development. Our study appeared to create increased interactions within the company across
various levels and areas of expertise i.e. communications between sustainability and operational
teams and with academic institutions. A focus group run with the farm extension workers allowed
for a quick, affordable and effective knowledge transfer of information that already existed within
the business to agronomic, operational and sustainability teams. This is consistent with the wider
observation that the study of ecosystem services is highly multidisciplinary, requiring a combination
of ecology, economics and social aspects (Schroter et al., 2014).
Our study (Bowe et al 2013; Bowe and van der Horst 2015) has also contributed to developing
assessment frameworks for Natural Capital accounting and valuation. It was the key case study in
the development of E.Valu.A.Te guide and tool (CISL 2013a; CISL 2013b). Contributions to the guide
were also made from other case studies conducted through the Valuing Nature Network (VNN)
‘Right Value for Externalities’ Project. The guide (CISL 2013c) provides information on how to
perform an on-site assessment of corporate externalities taking users through a step-by-step
approach. The Practical Guide builds upon existing initiatives, frameworks and tools, including those
of WBCSD (2011), Trucost/TEEB for Business (TEEB for Business 2013) and the BAT BORA tool (BAT
2012).
More studies using real world examples will not only help business understand how these methods
can inform decision making but also allows us to continue to uncover, address, refine and improve
our shared understanding of the concepts, processes and methodologies. Such studies could explore
when it may and may not be appropriate to assign economic values to all biophysical or social
indicators; in some cases a study may require information to be presented and communicated in
other, more culturally or contextually suitable units (Schroter et al 2014). Decisions about who
should conduct valuation (Kenner 2014) and how valuations from various stakeholders and metrics
could be considered in unison can be explored through new real world case studies with those
stakeholders. With active research and engagement built into the assessment, there will be a
continued drive to develop our understanding of the more fundamental aspects of the complex
ecosystems we are part of and interact with, such as the particular interdependencies between
biodiversity, ecosystem services and the depletion of non-biotic natural resources. The increased use
of the Natural Capital concept may be helpful in that respect. More private sector involvement in
such case studies is heavily dependent on the skills, enthusiasm and innovative capacity of
professionals in accounting and valuation, whether they work within the company or in consultancy,
research and training.
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