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A perspective on accounting for natural capital in the
global value

Every part of the total global value chain depends on nat-
ural capital such as forests, rivers, minerals, oceans, air,
and land. Humanity is now witnessing its dominant impact
on the operation of the biosphere and its natural capital. It
Is essential to account for natural capital within the global
value chain to transform actions, technologies, and devel-
opments towards a circular economy.

Up until the industrialization era, humans did not account
for their impact on the ecosystem. Today, we are experi-
encing the undeniable impacts of climate change and bio-
diversity loss; we have realized that human activities are
damaging the biosphere. For example, over the last centu-
ry, water engineering and irrigation systems that control
river discharge to oceans have modified the hydrological
behavior of water resources and have caused irreversible
losses (UN-Water 2009). Moreover, the global population
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has already consumed approximately 50% of all renewable
freshwater sources, which has led to considerable ecolog-
ical disturbances such as the vanishing of 50% of the bio-
sphere’s wetlands (Gleick and Palaniappan 2010).

Ecological economists have introduced the concept of nat-
ural capital with a focus on 1) evaluating the magnitude of
human activities and ensuring that they are ecologically
sustainable, and 2] efficient and fair distribution of resourc-
es between the current and future generation (“Investing

in Natural Capital” 2013). Natural capital comprises non-
renewable resources such as oil, coal and minerals. Re-
newable resources include ecosystem services which make
human life possible, ranging from the air we breathe, to the
water we drink, the food we eat, and even the inspirations
we gain from the beauty of nature and wildlife.

In short, natural capital can be described as the world’s
stock of natural assets that provides a stream of benefits
to humans and their economic ecosystem. Degradation of
this natural capital therefore poses risks for the economic
system, including for the financial institutions that invest in
these businesses.

The last decade has seen increasing investments in nat-
ural capital to preserve natural ecosystems. Efforts have
also been made to quantify natural capital to make it per-
ceptible within the economic system. Altogether, this has
spurred further investments. For example, natural capital
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accounts for 30-50% of the total wealth of African coun-
tries but it is being depleted in several of these countries,
negatively affecting their economies and making livelihood
improvements of the underprivileged only slightly notice-
able (Lange, Wodon and Carey 2017). Some countries like
Uganda and Rwanda have adopted the World Bank-led
Wealth Accounting and the Valuation of Ecosystem Services
(WAVES) program (“About Us | Wealth Accounting” 2016),
which aims to measure the contribution of natural capital
and ensure that natural resources are represented in
national economic accounts, thereby providing these coun-
tries with a better understanding of the trade-offs of their
investment choices (Lange, Wodon, and Carey 2017).

After implementing WAVES, Rwanda has witnessed im-
provements in its land accounts. Policymakers were able to
study trends in land use and changes over time, thus lead-
ing to better land management nationally (“Natural Capital
Accounting | Wealth Accounting” 2018). In 2019, Egypt joined
the WAVES program and is working towards developing air
emission, waste, and coastal ecosystems accounts (“Natu-
ral Capital Accounting | Wealth Accounting” 2018).

For the global value chain to function sustainably, we need

to consider accounting for our natural capital and its im-
portant services to business, economy, and society.
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