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The Natural Capital Committee

The Natural Capital Committee was one of the headline commitmentsinthe UKGover nment 6s
2011 Natural Environment White Paper. It was established in May 2012 as an independent

advisory body to Government. It formally reports to the Economic Affairs Committee, chaired by

the Chancellor of the Exchequer.

The Committee is defined by its Terms of Reference, but broadly its role is to:

T Advise the Government on how to ensure Eng
efficiently and sustainably, thereby unlocking opportunities for sustained prosperity
and wellbeing.

The Committee is chaired by Professor Dieter Helm and consists of seven members who
collectively bring expertise and experience in the fields of ecology and environmental science,
economics, accounting and business. The members are: Giles Atkinson, lan Bateman, Rosie
Hails, Kerry ten Kate, Georgina Mace, Colin Mayer and Robin Smale. The Committee is supported
by a Secretariat based in the Department for Environment, Food and Rural Affairs, headed by Nick
Barter, with Julian Harlow, Alastair Paton, Stewart Clarke and Charlotte Gorman.

The Committee appreciates the input and helpful comments on its work from a number of people,
who are listed in the Acknowledgements section of the report.

Further information on the Committee, its full Terms of Reference, its annual reports and its future
work programme can be accessed at: www.naturalcapitalcommittee.org.
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Chairmands Message

The Natural Capital Committee was set up as a result of the Go v e r n n2011 Naiusal
Environment White Paper The Natural Choice, with a clear remit to identify which natural assets
may be being used unsustainably, to ensure the development of national and corporate natural
capital accounting, and to advise on research priorities. We are making excellent progress on all
three counts. This second State of Natural Capital report sets out what we have achieved so far,
makes recommendations to Government as to what now needs to be done, and sets the work
programme for the next year.

Over the coming decades, there will be a major programme to develop the UK's infrastructure. The
National Infrastructure Plan 2013 sets out ambitious plans - for new railways, roads, airport
expansions, energy systems, water resources, sewerage investments, flood defences and a major
increase in house building - to modernise the economy and accommodate a sharp rise in
population. In taking forward this major investment, it is important not to lose sight of natural
infrastructure and the integral part that natural capital plays in delivering sustainable economic
growth. As the White Paper rightly emphasised, the environment is part of the economy and needs
to be properly integrated into it so that growth opportunities will not be missed.

Integrating the environment into the economy is hampered by the almost complete absence of
proper accounting for natural assets. What is not measured is usually ignored. National and
corporate accounts are essential building blocks. The torch needs to be shone on what is going on,
in order to work out how to seize the numerous opportunities. The Committee is leading the way in
developing the metrics and risk registers, identifying the necessary capital maintenance, and
ensuring that project and investment appraisals in both the public and private sectors properly take
natural capital into account. Our recommendations in this report spell out what further needs to be
done.

The White Paper did not just set the objectives of identifying missed opportunities and preventing

further declines in natural capital. It st at ed that the Governmentos aim
to improve our natural environment. The Committee has begun to work out what might be

necessary to deliver this. Investment in natural capital - like much of the manufactured

infrastructure - is necessarily long-term. Just as it takes many years to build a new high speed

railway, it will take time to recover natural assets, such as planting new woodlands and restoring

river systems.

In this second report, we recommend that the Government endorses our proposal to develop a 25
year, landscape-scale plan to deliver its generational objective. We are mindful of the enormous
efforts, skills and capability on the ground of the plethora of environmental groups and trusts which
this country is blessed with and the millions of people they represent. We are also mindful of
existing sources of knowledge that can help inform the strategic shape of the plan, such as the
Making Space for Nature report (Lawton 2010), which provides a rationale as to why landscape-
scale projects are an appropriate way forward.

The Committee will devote much of its time over the coming year to drawing on the many particular
ideas already being advanced, with a view to providing more flesh on the bones of the 25 Year
Plan. In doing so, we will be particularly focussed on two things: finding the projects which deliver
the maximum benefits; and, identifying ways in which the various funding and spending streams
could be better managed to deliver more environmental benefits for any given cost. Opportunities



should not be missed for lack of information or poor appraisal techniques. Both of these need to be
improved if public and private money is to be spent more efficiently.

This report and the many other activities the Committee is working on would not be possible without
the dedicated and highly professional secretariat which supports the Committee. | would like to pay
particular tribute to the team led by Nick Barter, notably Julian Harlow, Alastair Paton, Charlotte
Gorman and Stewart Clarke.

A)

Dieter Helm, March 2014
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The Natur al Capital Commi tteeds Work Pr

TheNat ur al Capi t purpos€is tm help tsdcietyetdks better account of the value of

nature and ensure this value fully informs decision-making. This will contribute to the delivery of the

Go v e r n ntenmteridable 2011 Natural Environment White Papera mb i t i othefitso be A
generation to leave the natural environment of England in a better state than it inheritedo In its

Terms of Reference, the Committee has been asked to:

1 Provide advice on when, where and how natural assets are being used
unsustainably;

1 Advise the Government on how it should prioritise action to protect and improve
natural capital, so that public and private activity is focused where it will have
greatest impact on improving wellbeing in our society; and,

1 Advise the Government on research priorities to improve future advice and decisions
on protecting and enhancing natural capital.

The Commi t t etatéd NawralrCapétdl repBrts are one of the principal means through
which the Committee addresses its Terms of Reference.

The Committeebds first State of Natur al Capital re|
evidence that significant economic and wellbeing benefits can be secured through better valuation

and management of natural capital. The report set out a framework for what needs to be done to

ensure that this happens.

This second State of Natural Capital report builds on the first report and provides an update on the
Committeebs progress withlheeWomani td epeéct ¢ ha fr di tSg a)
Capital report, due to be published in early 2015, will bring the whole work programme together and
thereby fulfil the CommitgqPRardamment. Ter ms of Reference

The Committee has initiated several work-streams to fulfil its Terms of Reference. These are:

1. Developing metrics and a risk register for natural assets and benefits;

2. Contributing to the development of national natural capital accounts, working with the

Office for National Statistics and the Department for Environment, Food and Rural

Affairs;

Piloting corporate natural capital accounts, working with a range of organisations;

4. Undertaking research on how natural capital issues can be fully incorporated into
public decision-making and appraisal processes;

5. Advising the Government on future research priorities relating to natural capital,

6. Developing a long-term plan for the maintenance and restoration of natural capital;
and,

7. Providing advice to ministers on issues as requested.

w

In 2013, the Committee provided two substantial pieces of advice to ministers on particular aspects
of Government policies in response to requests from the Secretary of State for Environment, Food
and Rural Affairs.

The Committee respondedt o t h e G o \Bedivarsitg Qffsetiieg in England Green Paper.
The Committee strongly supports the importance of being the first generation to leave the natural
environment in a better state than it inherited it and noted the potential role that a well-designed



biodiversity offsetting system could have in helping achieve this. The Committee is of the view that
an offsetting system would be best implemented and have most impact under the strategic direction
of a national long-term plan for maintaining and improving our natural capital.

The Committeeal so responded t dcComnoeAg&oltural Palicyeform:é s
implementation in England consultation, recommending that the Government should allocate the
maximum amount of resource possible to environmental programmes, as these offer the best value
for money.

To see the Committ ehe 8isdivdrsity Offsetting and GammensAgritutiural
Policy reform consultations, please see the Committeed website:
www.haturalcapitalcommittee.org.
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Executive Summary

Nature underpins our economy and is central to our wellbeing.

Natural capital refers to the elements of nature that produce value to people, such as the stock of
forests, water, land, minerals and oceans. These benefit us in many ways, by providing us with
food, clean air, wildlife, energy, wood, recreation and protection from hazards.

Despite its importance, the value of natural capital is routinely taken for granted. Although there
have been some notable policy successes, such as improvements in air and water quality, natural
assets continue to be degraded in aggregate and their capacity to deliver essential benefits to
current and future generations is being reduced. This has an adverse impact on the economy.

Pressures on natural capital - such as from population growth and the consequent increasing
demand for food, housing and transport - look set to persist and intensify. Although the measures

A

set out in the Government 6s Nmanodate this éxpahsiof thraught r uct u

the construction of new transport links and homes, it is critical that we act now to manage our
natural capital better, compensating for losses where appropriate, to ensure future pressures do
not adversely impact on it.

If our natural capital is to continue to support development now and in the future, it is essential that
it is properly taken into account in all decision-making and is invested in appropriately, such as
through the Governrme nt 6 s nati onal . infrastructure plan

The Natural Capital Committeed s second State of Natur al Capital

for Government and other interested parties. These are:

1. Some assets are currently not being used sustainably. The benefits we derive from
them are at risk, which has significant economic implications;

. There are substantial economic benefits to be gained from maintaining and

improving natural assets. The benefits will be maximised if their full value is
incorporated into decision-making; and,

. Along-term plan is necessary to maintain and improve natural capital, thereby
delivering wellbeing and economic growth.

This report presents the rationale for these key messages, providing evidence and explanation to
support the Committeebds conclusions.

Key Message 1: Some assets are not being used sustainably. The benefits we derive from

them are at risk, which has significant economic implications.

The Natural Capital Committee has undertaken a preliminary analysis of the current state of
natural capital in England. The Committee has focused mainly on renewable natural assets; it has
already established that long-standing patterns of use mean some assets are not being used
sustainably. As a result, the benefits we derive from them are at risk. Despite recent progress in

someareas, we are not on a tr aj eclomyteym visian, amsetout inthé e
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NaturalEnvi r onment Whi t ¢he fPrshgereration to [éavehthe hatugal efivironment of
England in a better state than it inheritedo

The Committee highlights crucial evidence gaps relating to the condition of individual natural

assets, such as soils, the atmosphere, wild species and oceans. Information is generally lacking

about Englandds natur al as s e itisimpenative thvaithelse i s happen
information gaps are addressed as a matter of urgency. In the few cases where we do have

relevant information on our natural assets (freshwaters, coasts, rare species and priority habitats),

we find that their current status is some way from policy objectives.

Further research is needed to record the status of our natural assets on a continuing basis. This
will ensure that Government and others can make informed decisions about how to manage
natural capital better. The data will also inform the development of efforts to include natural capital
into the national accounts, which is being led by the Office for National Statistics and the
Department for Environment, Food and Rural Affairs.

To complement this longer-term project to measure our natural assets, in this report the Committee
provides insights into unsustainable use by focussing on the benefits that flow from natural assets.
Thispart of the Committeebds anal ysi s uppbedBynaitmat t he
capital, and shows how these benefits are changing as a result of human activities. In several

cases, the level of benefit is currently far from ideal and more effort and investment is necessary to

meet stated policy objectives.

o

Figure A: Benefits from natural capital at high or very high risk

Much of our drinking water is sourced from upland areas and
their declining quality is a source of concern. In addition, the
projected growth of urban areas is likely to lead to deterioration
in freshwaters and soils, affecting the natural water purification
process in these systems.

Wildlife is declining in many places in England but is a
particular concern in semi-natural grassland, farmland and
freshwater environments owing to poor quality habitats and
fragmentation.

Carbon storage is important for England’s contribution to an
‘equable climate’. There is the potential for greater carbon
storage through improving the condition of mountains, moors
and heaths.

Hazard protection can be significantly improved by changing
the way in which land is managed. Better management would
reduce soil erosion and make the most of natural processes to
manage flood risk through actions such as tree planting and
the reinstatement of wetlands.

Recreation is of enormous value and benefits that we receive
from it can be increased by orders of magnitude by improving
the quality of freshwater areas, increasing the amount of
woodlands and other recreation areas around towns and cities
and increasing urban green-space.

Air quality has improved over recent decades but there are still
very high costs associated with it. Negative health impacts
related to poor urban air quality are estimated at £9-20bn per
annum, so this remains a priority for action.

Wild fisheries are an important resource and are not being
managed effectively with long-term sustainability in mind. The
gains from improving wild populations could be worth as much
as £1.4bn per annum to the economy.

148140111
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The benefits from natural capital that society should be most concerned about, given existing data,
are outlined in Figure A above. From the preliminary analysis undertaken by the Committee, there
is evidence that these benefits are at high or very high risk. Improvements in urban air quality and
better management of marine fisheries stand out as being of particularly high value. Better data are
required to properly assess the risks to some assets and the benefits they provide. For example,
improved data on the status of and risks to soils would enable a better assessment of the risks to
food production.

Similarly, the recent floods in England have reinforced the need for the Government to take a
holistic view of the causes of and solutions to flooding, which means looking seriously at what role
natural capital can play in mitigating future events. The 2008 Pitt Review pointed out the
importance of working with natural processes to defend against floods and the lessons of this
report need to be taken on board in future plans stemming from the 2014 flooding.

Given that some assets are not being used sustainably and the benefits we derive from them are
at risk, the Committee recommends that:

/ a) The Government prioritises work to develop
measures to monitor the state of natural assets
directly, paying particular heed to potential
thresholds.

b) The Government, as a matter of urgency,
develops and keeps up-to-date a risk register for
natural capital, building on the work done by the
Natural Capital Committee.

The Government, as
a matter of priority,
takes steps to

improve our

understanding of

natural assets, c) Given the Governmentos
focussing on those Rio+20 outcomes, the Government

that are not being demonstrates global leadership by working to
used sustainably and mitigate Englanddos 1 mp
are important for our natural assets that underpin our economy.
wellbeing.

d) Research priorities identified by the Natural
Capital Committee are addressed by the
\ Government and the Research Councils.
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Key Message 2: There are substantial economic benefits to be gained from maintaining

and improving natural assets. The benefits will be maximised if their full value is
incorporated into decision-making.

As indicated by the Committeebds assessment of
significant economic opportunities from managing natural capital more effectively.

This can only be done if natural capital is incorporated into public decision-making. There is
evidence that this can greatly improve the net benefits of public spending, improve wellbeing and
economic growth, and deliver substantially enhanced value for money to the taxpayer.

By way of illustration, the Committee®, working with the forthcoming National Ecosystem
Assessment Follow-On Programme, has produced a case study. In line with the Governmentd s
policy of expanding woodland, the study shows where new woodlands might be planted to deliver
the greatest overall value for society. It demonstrates just how significant the gains from including
natural capital benefits in decision-making can be. The details of the case study and the large
potential benefits for society are set out in Section 4.

As a result of its findings on the benefits of incorporating natural capital into decision-making, the
Committee recommends that:

/ a) The Government continues to support the
important work being led by the Office for
National Statistics to integrate natural capital
accounting into the national accounts and looks
for opportunities to speed this up where

The Government possible. The accounts need to be developed

integrates the value of with policy application in mind.

natgrgl caplta.l Into b) The Government fully incorporates natural capital
decision-making to costs and benefits into its decision-making tools
enhance taxp and frameworks, in particular working with the
value for money and to Natural Capital Committee to improve the

Gover nment 6 s appr daheswtodls gu

generate net benefits should inform all policy development.

for society.

c) Where there are clear net benefits for society,
the Government incentivises private investment
in natural capital.

\ d) The Government endorses the Natural Capital
Commi t t e e i sncoarrbge orgahisations
to incorporate natural capital into their accounts.

Yin partnership with the UK National Ecosystem Assessment Follow-On programme and the Economic and Social
Research Council (ESRC) Social and Environmental Economic Research project, Funder Ref: RES-060-25-0063).

t

he
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Key Message 3: A long-term plan is necessary to maintain and improve natural capital,

thereby delivering wellbeing and economic growth.

The Committeeds work to date Endiaatdés nhatur &a hec m
managed is likely to have significant consequences for the economy and future wellbeing.

A new approachisneededif t he decl i ne of Englandé6s natwural ca
as set out in the Gover nme ndpé.sNVe Bhauldwackrrowledgerthatithe o n me n 1
current, not joined-up, approach to policy on the natural environment to date has not worked

effectively and is not cost-efficient. Ambitious action is needed to put the economy on a sustainable

footing within a generation. Most of our natural assets will need sustained action to restore and

improve them.

The Committee, therefore, recommends that the Government endorses the development of a long-
term, generational plan to maintain and improve natural capital. The plan should deliver on this
vision in a joined-up way, working with all interested parties to maximise synergies and eliminate
waste. This will allow the best overall outcome for society to be delivered for the least cost.

The key to the planods s ufeamewarlsforitsdevelopmeatandahb|l i sh t he
Committee presents an initial proposal in this report. The plan should incorporate four basic
principles. It needs to:

1 Be acollaborative effort, recognising the distinct roles for Government, businesses
and wider society, with all working together to achieve common objectives and goals.
The real value added of a 25 year plan will be to take full advantage of possible
synergies between policies and sectors that are currently not being sufficiently
exploited. This wildl h el pinalleabticostavay; t he Gover:r

1 Recognise the importance of location for the provision of benefits from natural
capital, which is illustrated clearly in the
woodlands to maximise net benefits. Building on the landscape-scale approach
advocated in the Lawton report (2010) and the recently established Nature
Improvement Areas, the development of the plan must be underpinned by a coherent
spatial framework. This will enable synergies to be fully realised and resources to be
utilised more effectively;

1 Recognise how fundamental natural capital infrastructure is for a sustainable
economy. Given the benefits we derive from natural capital, it is necessary to maintain
and invest in these assets through a systematic programme of capital investment in
order to reverse the capital decline and thereby put our economy on a sustainable
footing; and,

1 Make along-term commitment, recognising that action now to improve natural
assets will deliver benefits over the long-term. A long-term policy commitment will
create the right environment for companies, communities, landowners and
conservation organisations to undertake the necessary investment of time and money.
Commitment over a generation, with policy certainty, is necessary.
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The Committee will develop these ideas over the coming year. This project will be the centrepiece
of the Committeed work programme up to 2015. The Committee recommends that:

The Government and
interested parties endorse
the Natural Capital
Commi tteebs
year plan to maintain and
improve Engl andds
capital within this
generation.

pro

n ¢

<

/’

N

a) The Government works with the Natural Capital

Committee and interested parties over the next
year to shape the plan.

b) The Government should incorporate natural

capital into future iterations of its National

Infrastructure Plan.

Next Steps

This report lays the foundation for the Co mmi t thiel State of Natural Capital report, which will

be published in early 2015.

The

C o mmindintadviee@asGovernment on how to prioritise action to maintain and improve

natural capital in order to maximise wellbeing will take the form of a 25 year plan. To produce this
enabling framework for action, the Committee will engage with Government and undertake informal
discussions with interested parties regarding the content and delivery of the proposed plan.

Alongside this major project, the Committee will support the Government to develop metrics and a
risk register for natural capital. It will continue to engage with Research Councils and the
Government to encourage the research necessary to inform and improve future advice.

It will also continue to support the Office for National Statistics and the Department for

Environment, Food and Rural Affairs in their project to incorporate natural capital into the national

pr ovi deTreasuwy and the Departrhbatfor Maj e st y
Environment, Food and Rural Affairs on possible improvements to Government appraisal practice

accounts. The Commi t t e e

and guidance.

Wi

The Committee will collaborate with businesses and major landowners to pilot corporate natural

capital accounting.
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Section 1: Introduction i Taking Stock

Evidence suggests that the pressures on natural capital from human induced drivers of
change, such as population growth and demand for food, housing and transport, have

reached unprecedented levels and that these will continue to intensify over the coming
decades.

More peoplewereadded t o Engl anddés popul ation in
any previous decade in recorded history and this rapid population growth is projected to
continue, with more than eight million people set to be added over the next 25 years.

These drivers at a national and global level have led to the increased exploitation of natural
resources such as the increased and more intensive use of land and oceans. This in turn
has caused: widespread deforestation; reduction in supplies of clean water; increased
emissions of greenhouse gases; seas that no longer have sustainable populations of many
fish; reductions in wildlife abundance; and species extinctions.

It is not surprising, therefore, that most environmental trends, both globally and nationally,
paint a picture of overall decline, particularly over the last 50 years.

It is imperative that we find a way to accommodate human drivers of change and reverse
the degradation of natural capital. Unless natural capital is properly valued and
incorporated into decision-making, the world will be far less pleasant than the one we grew
up in and the foundations of the economy will be put at risk.

The Natural Capital Committee recommends that:

T Given t he GoendarsemeatottbesRio+20 outcomes, the
Government demonstrates global leadership by working to mitigate
Engl andbés i mpacts on international n
economy.

Introduction

1.1. In March 2013, the Natural Capital Committee submitted its first State of Natural Capital
report to the Economic Affairs Committee. The report set out the Con
about what needs to be done to start properly incorporating natural capital into decision-
making, in line with its Terms of Reference.

1.2. The Government has set out an ambitious, long-term goal in the 2011 Natural Environment
White Paper: [for]fit hi s t o be the first generation to |e
England in a bett erOnebofée averdrchisgmessagesfthb er i t ed o
Commi t t e eState of RldtutaBCapital report was that we are currently not on a
trajectory to meet this long-term goal. There have been some successes as a result of
targeted policy interventions and measures?, but most environmental trends, both globally
and nationally, paint a picture of overall decline, particularly over the last 50 years.

% Notable examples include improvements in urban air quality, river water quality, and the conservation status of Sites of
Special Scientific Interest (SSSIs).
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Drivers of Change

1.3.  During the 20" Century, world population increased by a factor of four to more than six
billion; industrial output increased by a multiple of 40 and the use of energy by 16;
methane-producing cattle populations grew in pace with human populations; fish catches
increased by a multiple of 35; and carbon and sulphur dioxide emissions by a factor of ten®.
Box 1 provides an illustration of these accelerating pressures focussing on the examples of
tree disease, carbon dioxide emissions®, water consumption and species abundance.

Box 1 Examples of Accelerating Pressures on Natural Capital

Human activity is affecting the planet like never before with a range of pressures increasing exponentially
since the 1950s°. These pressures are affecting natural capital and the ways in which it provides benefits to
us.

The Incidence of Tree Disease in Great Britain The chart to the left shows the growing
incidence of tree disease in Great Britain. The
Chalara fraxinea: Native ash trend suggests that, over the last 50 years, the

Cryph ia itica: Sweet ch

incidence of disease is accelerating, taking the
cumulative total to seventeen cases. The
latest, Chalara fraxinea or Native Ash Die-Back
is expected to destroy all but a very small
percentage of the total population of Ash trees
in Great Britain once it has run its course.

Phytophthora austrocedrae: Native juniper
Phy lateralis: Lawson cypress
Acute oak decline: Native oaks

12

101 Phytophthora ramorum: Larch

Phytophthora pseudosyringae: Native heath, Nothofagus

Phytophthora kernoviae: Native heath

of disease

Pseudomonas syringae pv aesculi: Horse chestnut

It is not known why the incidence of tree
disease is accelerating but experts believe it is
due to multiple factors including increasing
cross-border trade, human spread of invasive
species (like rhododendron) and climate
change.

Phytophthora kernoviae: Beech, rhododendron etc

4 p r: : R on, beech

Dothistroma septosparum: Pines

b Ophiostoma novo-ulmi: Elm Phytophthora alni: Alder

o I

1965
1969
1973
1977
1981
1985
1989
1993
1997
2001
2005
2009

Source: Forest Research and Reid, C.
Personal Communication

Atmospheric CO, at Mauna Loa Observatory, Hawaii The chart to the left shows the growing
. : 5 . . — concentration of carbon dioxide (CO,) in the

e | O | atmosphere which has increased from below
NOE/E Earth System nesearcﬁ stgratory 320 ppm in 1960 to almost 400ppm at present.
8 s8or 1 International efforts to combat climate change
g are attempting to get agreement to stabilise
& 360 1 concentrations at 450 ppm which is thought to
% roughly equate to a global average
§ i | temperature increase of around 2°C, but the
a evidence increasingly suggests that we are not
: on track to meet this target.
320 3
. . . . . l E Source:

- http://www.esrl.noaa.gov/gmd/ccga/trends/

YEAR

% Dasgupta (2007)
4 Rising CO; levels are not just a concern from a climate change perspective but are also causing ocean acidification.
® http://www.anthropocene.info/en/home
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Water Delivered to Households, Mega-Litres/day
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The chart to the left shows how the amount of
water delivered to households in England has
increased over the last 25 years, from just over
5,000 M/L per day in 1990 to around 8,500 M/L
each day in 2010-11.

Water demand has generally been increasing
since the 1950s. Although consumption by
industry has fallen, household use has
increased. While personal consumption is
expected to fall between now and 2030, the
expected growth in population will offset this
and total demand is therefore expected to rise
significantly.

Source: HM Government (2011)

Change in the relative abundance of priority species in the UK, 1970 to 2010

The chart to the left shows the decline in
abundance (relative to 1970) of 210
species. These 210 are a subset of the
wider priority list of 2890 species which are
considered threatened. The time-series is
data dependent and hence only some
species are included: birds (99 species),
butterflies (21), mammals (11) and moths
(79). It is not indicative of the wider
countryside but does show how a group of
well-studied species is faring.

Other indicators suggest increasing
pressures and a simplification of habitats
with generalist species doing better than
those with more specialist needs.

2o

Source: HM Government, 2013
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1.5.

In England, the situation is similar to this global picture, though transformation and
exploitation of natural capital goes back much further. Changes over the last 60 years have
been well documented in the UK National Ecosystem Assessment®. Looking to the future, it
is likely that current patterns of economic growth and population will continue to place

significant pressures on natural assets.

The Office for National Statistics projects that, in the coming decade, there will be 20%

more peopl e

a d d e d latiorothaiin thd peecediriy $en yeary) and the last

decade itself showed a record expansion of nearly four million people’. This, together with
other cultural factors, such as the move towards smaller households, will increase the
demand for housing, built developments, infrastructure, food and transport i all of which will

® UK NEA (2011)
7 http://iwww.ons.gov.uk/ons/rel/npp/national-population-projections/2010-based-projections/sum-2010-based-national-

population-projections.html
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1.6.

1.7.

1.8.

1.9.

increase pressures on natural capital, as well as the demand for the services and goods
supplied by natural assets.

One of the most pressing challenges currently facing policy and decision makers in England
(and globally) is, therefore, how to ensure that economic development delivers sustainable
increases in wellbeing into the future. Notwithstanding the short-term difficulties facing the
economy, there are legitimate concerns that a failure to manage the development process
properly over coming years and decades risks eroding the natural capital base upon which
future economic growth and prosperity ultimately depend.

The challenge of managing natural assets effectively and efficiently, for the benefit of future
generations as well as our own, cannot be ignored. Reliance on market forces alone will not
get the job done. Neither will advances in science and technology provide a technical
6qui ickd, i mpor t af. There areweldstablisheel gconmmiereasons
(namely, market failures) why society and individuals systematically fail to take proper
account of natural assets in decisions about what and how much to produce, consume and
conserve for the future.

In short, changes in natural assets are too often assigned a value of zero even though we
know this is not the case. Without the right incentives and mechanisms to value those
changes properly, the picture of overall decline will simply continue, to the detriment of
future prosperity and wellbeing.

The Committee, recognising the scale and urgency of the need to improve the decisions we
make, argued in its first State of Natural Capital report that it is essential to make rapid
progress on the measurement and valuation of changes in natural assets. This was in
order to improve management of them and thereby increase the benefits that society
derives from them.

Box2Engl andds I nternational Footprint

England has played a significant contributory role in the changes to natural capital seen at the
global level. This is because in an increasingly open world with a globalised economy, the
impact on natural assets in other nations has grown as a result of demand for foreign goods and
services in England. Indirectly, England continues to contribute to the global loss of natural
capital, such as the destruction of rainforests, the reduction in supplies of clean water, and the
depletion of marine resources.

England has been gradually transferring the degradation of its own natural assets to those
abroad. Taking account of the extent to which we deplete the natural capital of other countries
can radically alter assessments of sustainable use. For example, although UK territorial
greenhouse gas emissions fell by around 5% between 1992-2 0 0 4o,n séucmpt i ond r
emissions (that is, emissions that include embedded carbon in imports) actually increased by
18% (Wiedmann T. et al, 2008). The figure is even starker for water where an estimated 70% of
all the water consumed in the URKRoyaldcademyaft ual
Engineering et al, 2010). Care needs to be taken if these imports are sourced from regions of
high water stress.

8 Sulston et al 2013, Fitter 2013.
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The Natural Capital Committee cannot take a view of the sustainable use of natural capital in this
country without at least acknowledging the fact that England is also impacting natural capital
globally. While this largely falls outside d
recommends that Government takes this seriously and explores ways to rank and mitigate
Englandés i mpacts on natural capital globall

After all, in a global economy, British c¢omg
natural capital over s éfatse walibadng iE ergdédavithdh& bss pfglobal ]
natural capital. For example, we rely on a global atmosphere that is in good condition (from both
an air quality and a climate change perspective) and some of the wildlife we enjoy in this country
spend part of their lives abroad.

Report Outline

1.10.

1.11.

1.12.

1.13.

1.14.

This report, the Co mmi t $eeorddtate of Natural Capital report, builds on the first and
presents developments in the Committeebs

t

ahead to early 2015 when the Committee will present its third report to the Economic Affairs

Committee and sets out the likely work programme between now and then.
This report focuses in particular on three key pieces of work:

1 How changes in natural assets might be measured, identifying those about which
concern should be highest given the benefits that could potentially be enjoyed
through better management;

1 Presentation of further evidence on the value of investing in natural capital and the
importance of robust appraisal approaches; and,

1 The need for a comprehensive, long-t er m énat ur al capital
i mprovement plané to realise the ambi
natural environment.

Al t hough the Committeebs wor k thisrepmgbeginntoéring s

the component parts together into a single, coherent approach. In other words, it starts to

ti

build the critical links between measuring and valuing changes in natural assets and how, in

turn, this should inform a long-term approach to the maintenance and improvement of

hi

ma i
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b
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natur al capital . The illGddmaore detaibt@tibedong-térm plach for e por t

maintenance and improvement by both the public and private sectors.

Section2presents the Commi t taeaysisof whatis mappenmgto a n d

individual natural assets. It looks at whether it is possible to measure changes directly
(though indicators for example) and explores what conclusions can be drawn about
unsustainable use.

Section 3 looks at the issue of unsustainable use through a different but complementary
lens by examining the goods and benefits we derive from natural assets. This analysis
focuses on identifying goods and benefits at risk or in decline relative to levels that have
been identified as desirable (for example, using existing policy targets). The difference
between the current condition and stated goals has been estimated in monetary terms.

n
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1.15. Section 4 looks at the importance of embedding the value of changes in natural assets into
decision-making and appraisal processes. It presents new analysis® looking at how
potential changes in woodland cover in England could lead to significant benefits,
highlighting the importance of location in determining the overall level of benefits that can
be obtained.

1.16. Section5pr esent s t h eprofosaisior develeping &long-term maintenance and
improvement plan for natural assets. The Committee considers this a vital undertaking in
order to realise the ambition set out in the 2011 Natural Environment White Paper of
improving our natural environment. The details of any such plan need to be determined
collectively. The focus of this report is on setting out why a long-term plan around which the
Government, private and the third sectors can align actions and investments is so
important.

1.17. Section 6 addressesthet hi rd part of t he deoencenbytidentifgnys Ter ms
future research priorities. Over the past twelve months, the Committee has been working
with a number of Research Councils to review existing research initiatives and identify
evidence gaps that, if filled, could inform future policy development. A summary of the main
conclusions is presented.

1.18. Finally, Section 7 concludes with a forward look to the third State of Natural Capital report,
due in early 2015, and outlines the Committee priorities for the next year. As always, the
Committee is keen to received feedback on its work and in particular on the idea of a long-
term plan to maintain and improve natural capital, how this should be developed and what it
might include. Please contact us at naturalcapitalcommittee @defra.gsi.gov.uk.

® This work has been undertaken in partnership with the UK National Ecosystem Assessment Follow-On (UK-NEAFO)
programme and the ESRC SEER project, Funder Ref: RES-060-25-0063.
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Secti on 2: The State odpitaEngl andds Natur a

Understanding the state of natural capital is important because it underpins many of the
benefits we derive from nature. The value of these benefits will change over time and
aspects of natural capital may therefore become more or less important in the future. For
this reason it is important to consider natural capital in its own right as well as in relation
to the benefits it currently provides.

There are many data on aspects of natural capital in England but these are still
incomplete and hence it is difficult to assess overall status and trends for natural assets.
More work is needed to fill these gaps.

In the few cases where there are measures with some relevance to natural assets
(freshwaters, coasts, rare species and priority habitats) current status is some way from
current targets.

The Natural Capital Committee recommends that:

I The Government prioritises work to develop measures to monitor the state
of natural assets directly, paying particular heed to potential thresholds;

i The Government, as a matter of urgency, develops and keeps up-to-date a
risk register for natural capital, building on the work done by the Natural
Capital Committee; and,

 The Government continues to support the important work being led by the
Office for National Statistics to integrate natural capital accounting into the
national accounts and looks for opportunities to speed this up where
possible. The accounts need to be developed with policy application in
mind.

Introduction

2.1 To ensure that England looks after and makes the most of its natural capital, the Committee
has been asked to advise Government on when, where and how natural assets are being
used unsustainably. This advice must be underpinned by an understanding of the status of
both natural capital itself and the status of the benefits society receives from natural capital.
It is important to address both of these aspects because the production of natural capital
account s, whi c h tremrt ddcusseatiin detal eadies onfthe fosmer,
whereas decisions about where to invest with maximum effect requires an understanding of
costs and benefits too.

2.2 This section and Section 3 set out the first results of the Committeed s p r aglieecthis t o
advice. This section presents an initial view on the status and trends of natural capital in
England. Section 3 is a preliminary risk assessment that highlights which benefits are most
at risk and therefore where restoration or recovery of natural capital is most urgent or
beneficial.
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How has the Committee defined natural capital?

2.3 Determining the status of natural assets is an important first step in assessing whether
benefits from natural capital are at risk. The Committee has defined datural capitaléas:

firhe elements of nature that directly or indirectly produce value to people, including
ecosystems, species, freshwater, land, minerals, the air and oceans, as well as
natur al process®®s and functionsbo

2.4 Natural capital is a broad term that includes many different components of the living and
non-living natural environment as well as the processes and functions that link these
components and sustain life. To undertake any kind of useful assessment, natural capital
needs to be broken down into meaningful components for measurement.

2.5 The Committee has defined a set of datural assetséfor this purpose which are
characterised by their distinctive components and functions, and are linked to particular
kinds of benefits for people. These natural assets are: species; ecological communities;
soils; land; freshwater; coasts; oceans; atmosphere; minerals; and, sub-soil assets.'* These
assets are the basis for reporting on the state of natural capital, its condition and its trends.

2.6  While this definition and the following analysis include renewable and non-renewable
assets, when considering benefits at risk (Section 3) the focus is upon renewable assets.
There are clear differences in the management challenges and options for these two
categories of assets and economic principles exist for sustainable use of non-renewable
assets (even if these are currently not being applied)*.

What are the challenges in measuring the status of natural capital?

2.7 Natural assets are dispersed, interconnected and change over time and place. They are
difficult to circumscribe and therefore to count or measure. For example, soils in different
locations vary in terms of their structure and composition. Important aspects of natural
capital relate to its quantity and quality. In the case of soils the quality as well location,
substantially affects their function as well as the goods provided and benefits generated.

2.8 Much of the value of natural capital comes from the fact that many assets are not static but
have their own processes and functions that allow for growth, recovery and adaptation; they
may fulfil different functions or behave differently under changed circumstances.

2.9 The links between natural capital and the benefits it provides are complex and often not
well understood. The uses for, and values people place on, natural assets may be different
in the future compared to those held today. For example, insights from the genetic diversity
of wild species are already helping to develop cures for human diseases. Hence there are
good reasons for avoiding degradation of natural capital even if the values people hold for it
today appear to be low. Indeed the future costs associated with unsustainable use may be
much higher than the current value generated by that use. It is, therefore, important to

1% Natural Capital Committee (2014)
! Definitions for natural assets and benefits are given in Annex 2.
ZNatur al Capital Commi t t eer eg(n2e0wla3b)| eodst haes sveatl udee polfe ttihoen nsohno u |l d
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understand the state of natural assets themselves without direct reference to the benefits
they provide.

2.10 Furthermore, a good understanding of the status of natural capital is central to producing
accounts for natural capital. The work being led by the Office for National Statistics and the
Department for Environment, Food and Rural Affairs to develop national natural capital
accounts is of the utmost importance if we are to successfully measure changes through
time in natural assets in a way that is commensurate with other economic indicators.

How is natural capital affected by human activity?

2.11 Natural capital is both used directly (for example, timber) and affected indirectly by human
activities such as pollution. Non-renewable assets, such as minerals, building stone and
fossil fuels can obviously be depleted to the point at which they are no longer economic to
exploit. By contrast renewable assets, such as wild species, forests, and soils, can be
sustainable or unsustainable depending on the intensity of use.

2.12 What constitutes @nsustainable usedand how to measure it has been the subject of
extensive debate and analysis even before the Brundtland Commission published Our
Common Future in 1987, To provide an initial view on risks that could help inform future
analysis and policy development, the Committee has adopted a pragmatic approach and
unsustainable use has been interpreted as occurring when**:

9 Natural assets are continuously declining; and / or,

9 Thresholds or safe limits in aspects of natural assets or benefits are approached.

2.13 Inits first report, the Committee concluded that it is not possible, given available data and
knowledge about safe limits and thresholds, to identify with certainty, natural assets that are
being used unsustainably. However, it recognised that an assessment of the risks of
degradation would provide useful management information and help prioritise mitigation
actions. In other words, what is currently at stake from poor management of our natural
assets and what could we stand to gain from better management?

2.14 At this stage the Committee has not addressed the question of whether and when it is
sustainable to substitute other forms of capital for natural capital to maintain benefits or
secure different benefits. This is an area for future research and is relevant to the
development of a long-term plan for restoring natural capital.

13 United Nations (1987)
1 NCC (2014)
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Box 2.1 Thresholds, safe limits and targets

A dhresholddis a discontinuity in a relationship whereby a small change in a pressure or driver can
lead to a large change in the state of natural capital (in terms of the diagram below i a small
change in asset condition (x axis) results in a large change in benefit value (y axis)). Such
changes can result in a sudden change in the benefits provided and may be difficult to reverse.
Empirical evidence for such thresholds is limited to a few examples such as the changes that
occur in shallow lakes with increasing nutrient pollution. In such cases a lake can lose all
submerged plants, becoming turbid and dominated by algae with negative consequences for
biodiversity and recreation.

A Gafe limitdis a point above a threshold.

In theory this point can be identified based Threshold Safel Target
on scientific criteria. Beyond the safe limit, Limi! -

the risks of crossing a threshold are /

greatly increased. In the shallow lakes

example this limit might be a
precautionary nutrient concentration used Benefit
for management. Value

(£)

In addition, society may set dargetséto
ensure that particular levels of benefits are
delivered. For shallow lakes this might
relate to maintaining a high level of
biodiversity.

Natural asset condition

In managing natural capital and making judgements about sustainability it would be prudent to
refer to these thresholds but evidence is sparse. For this analysis the Committee has focused on
assessing status against current policy targets.

What evidence is there about the state of natural assets?

2.15 The Committee has reviewed existing information and data from natural environment
monitoring schemes to assess whether there are suitable metrics for the natural assets
identified above. A relatively long history of nature conservation and environmental
protection has given the UK an enviable collection of data which tells us something about
the status of some assets. In addition, there are a suite of official indicators which already
attempt to track the status of biodiversity and some other aspects of natural capital (the
England Biodiversity Indicators'®).

2.16 In particular, this review has focused on data about the quantity and quality of natural
assets. Composite indicators'® have been identified as these provide a simple overview of
the status of the particular natural asset. A composite indicator should quickly and simply
convey relevant information on the state of many different components of a natural asset.

'* Defra (2013)



2.17 Table 2.1 overleaf summarises the results of this data review and shows that some assets
are already well covered by existing monitoring schemes. For example, there is a good
picture of the status of assets such as freshwater and at least part of coasts. Other assets
(soils, atmosphere) are relatively well monitored for specific purposes but lack composite
measures against which their overall status and trends can be assessed. There are also
assets for which only certain components are well monitored and hence there is just a
partial picture of their overall status and trends (species, ecological communities) (see Box
2.2 for details regarding species).

'8 A single measure which combines a range of condition measures to provide an overall summary of state of condition,
for exampl e 6ecod ofga rc afl r Net that authendidatars, while helpful, can hide problems in
specific components and therefore component measures should also be reviewed.
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Table 2.1 Natural Asset Status and Trends Data (full table in Annex 1)
Results of data review on natural assets, with judgements about data quality. Current England Biodiversity
Indicators which may provide some information on the state of the asset are listed.

Asset Composite | Data Quality England Biodiversity Indicators i Trend"’
Indicator (Indicator Reference No. in brackets)
E BAP Species (4a)
P EU Protected Species(4b)
(EEE) (®) (¢ C) Farmland (5)
Species U A (E) ®) (¢ C)Woodland (5)
(E) (¢ C)Wetlands (5)
(E) (®) Marine (5)
(EEE) Invasives (20)
Ecological ¢ C Protected Areas (1)
commgunities (V) A E EU Protected Habitats(2b)
(EEE) Invasives (20)
Soils U A n/a
n/
Land V) A a
Mi -
merals and sub V) A n/a
soil assets
Freshwater \ ¢ C Water quality (21)
Coasts V) n/a
b Fisheries (23)
Oceans'® U E Invasives (20)
b Pollution (19)
19 P Sulphur deposition (19)
Atmosphere U ¢ & Nitrogen deposition (19)
Key

Composite Indicator: V good data and composite indicator appropriate for purpose; (V) some data
appropriate for purpose and potential indicator available; U no composite indicator and data insufficient to
determine status and trends across all components

Data quality: Indicative assessment of state of knowledge for natural asset: Red = limited suitable data,
Amber = some data, inconsistently collected across components, time or space, Green = good data at
appropriate spatial or temporal scales

England Biodiversity Indicators: B upward trend (improving); E downward trend (deteriorating); ¢ C
no real change; multiple arrows indicate multiple indicators for the asset/pressure. Indicator reference
number in brackets.

™ Indicates current trend in state of natural capital asset as defined by each indicator, for example, all three invasive
species indicators suggest increasing impacts upon the species asset.

18 Note that due to the challenges of data collection in the marine environment our understanding, whilst improving all the
time, is some way behind that for terrestrial assets. Whilst some components are well monitored others are not.
Charting Progress 2 is a comprehensive report on the state of the UK seas based on available data and gives a
current overview of status http://chartingprogress.defra.gov.uk/

' There are good data for some aspects of air quality (for example, in urban environments) and long records for gas
composition of the atmosphere (CO.,).
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What does the data tell us about the status and trends of natural assets?

2.18 The Committeebs revi ew shows that, i n p axsttwhereuhera r |, da
is specific legislation. For example, the EU Water Framework Directive® has led to
continuing records of freshwater status and of some components of coastal assets. Work
led by the Government is also underway to develop and implement similar indicators for the
oceans in response to the EU Marine Strategy Framework Directive?®.

2.19 For other assets (soils, species, atmosphere, minerals and sub-soil assets) there are some
good data but no means of assessing these through a single composite indicator, and
usually information is lacking on key aspects (for example, soil depth in the case of soil).
Designing effective metrics is one of the research priorities identified by the Committee (see
Section 6). Where possible, existing metrics have been used to draw conclusions on the
status and current trends in condition of each natural asset. For assets with reasonable
data, status has been assessed against a relevant target where this is defined. The results
are displayed in Figure 2.1.

Figure 2.1 Current status of natural assets where data and relevant targets exist

0% 20% 40% 60% 0% 100%

Species
Ecological communities

Soils ‘

Land | Insufficient data for assessment % meeting target
Minerals and subsoil assets | ‘ H % not meeting target
Freshwater ]
Coasts ] |

- [
Oceans } Insufficient data for assessment

Atmosphere

Note: Targets may be for future compliance and therefore status indicates progress towards these.
Targets used: Coasts | EU Water Framework Directive status for coastal and transitional waters;
Freshwater i EU Water Framework Directive surface water-body status; Ecological communities i
SSSI condition data; Species i priority species at index value: 1970.

2.20 Given the lack of composite indicators and the limited coverage of many datasets, the
status information displayed in Figure 2.1 is indicative and incomplete. It shows that all four
of the assets for which any meaningful data or targets are available (coasts, freshwater,
ecological communities and species), are substantially below target status. However, it is
important to note that the date for achieving these targets may still be some way off. Better
data, covering a wider range of components of natural capital would enable a more
informed assessment of current status across all assets.

2 Directive 2000/60/EC
2 Directive 2008/56/EC



2.21

2.22

2.23

The Committee has not yet been able to undertake a systematic assessment of trends, but
Table 2.1 and Annex 1 give information on existing indicators relevant to the biodiversity
components of natural capital, as well as indicating where relevant trend information may
be found for future assessments.

The England Biodiversity Indicators offer an official view on the current trends in some
aspects of natural capital and are included in Table 2.1 for reference. Together the
biodiversity indicators show a complex picture with some assets still in decline and some
pressures continuing to increase but in other cases recent improvements can be seen. It is,
therefore, difficult to reach generic conclusions from these indicators.

Where assets have deteriorated or have been degraded there are often grounds for
reversing these negative trends and in some cases there are significant gains to be realised
from doing so (see Section 3). The Committee has initiated some work on the feasibility,
costs and timescales associated with natural capital restoration. Some early outputs are
presented in Box 2.3 and Figure 2.2.
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Box 2.2 Species Data

Species are an important and well studied part of natural capital. The UK has a long tradition of
recording species, largely through specialist partnerships between volunteers and professionals, and
arguably has the best studied wildlife in the world. However, it is clear that this effort has largely been
targeted at a few charismatic, readily identified groups (birds, higher plants, butterflies) with the result
that despite our extensive data we have an incomplete picture of the overall status of species in
England.

Current knowledge and data availability i UK Species

Species Group Abundance Distribution Trend
Lichens
Invertebrates (freshwater)

Microorganisms

Fungi

Bryophytes

Invertebrates (terrestrial)™

Algae
Higher plants
Fish (freshwater)

Amphibians

Reptiles

Birds

Mammals

Plankton (phyto- and zoo- ) *°
Algae

Invertebrates

Fish®*

Seabirds

Mammals

Terrestrial & Freshwater

Marine

Key: Red 1 limited suitable data; Amber i data inconsistently collected across components, time or
space; Green i good data at appropriate spatial or temporal scales

There is limited understanding and information on the state of ecological communities 7 the way in
which the component species interact with one another and the other natural assets. The information
we do have on ecological communities is generally habitat data which does not cover the full scope of
this asset.

Most information on species and ecological communities is focused on those already known to be of
concern, with the result that declines in widespread and common species often take us by surprise (for
example, eels and starlings) and rare or significant ecological communities (for example, bogs and
ancient woodlands) could deteriorate without our being aware.

2 Some terrestrial invertebrate groups are well monitored e.g. butterflies and moths

% The Continuous Plankton Recorder data has been regularly collected since the 1930s hence some aspects are very

well monitored
24 Commercial fish species are well understood, non-commercial species less so
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Box 2.3 Restoring Natural Capital

Natural systems can exhibit a high degree of resilience in the face of natural and human induced
impacts. For example, though severe winter storms can lead to the loss of many individual trees in a
wood, these gaps are re-colonised by other plants and over a period of time the woodland recovers
(though not necessarily to the exact same state). Such disturbance events can be very important in
creating suitable conditions for certain species.

Restoration

Nevertheless, there are many situations in which natural systems take many years, decades or longer
to recover, or are pushed beyond a point of no return or into another less desirable state. In these
situations restoration is an option, both for natural assets (for example, woodland or wetland) in their
own right and as a means of returning a flow of benefits. While conserving and managing natural
capital to avoid degradation to a less desirable state may be the most cost-effective approach,
restoration is an option when natural assets have been lost or severely impacted.

Recovery

Restoration implies a return to a (near) natural state as if there were no human impacts. This may be
difficult to achieve and may not be the state that ensures the most desirable flow of benefits. In
recognition of this, action may be taken to restore particular benefits (for example, river water quality
improvements to secure angling related benefits), avoid disbenefits or prevent thresholds being
crossed. The Committee has applied the term recovery to such restoration of benefits.

Replacement

Replacement of the asset with another asset, either natural or manmade, is a different option. In the

past, natural functions have frequently been replaced or augmented to provide benefits (for example,

natural water purification is seldom adequate given the scale of demand and hence water treatment

works are also required). The extent to which benefits from natural systems can be replaced through
built capital depends on scale and
complexity®.

Irreversible
change?

Shown here is a hypothetical restoration-
degradation relationship. Restoration may
take a different path to the changes that
Degradation occurred as a result of degradation
(hysteresis) and eac
\ more effort. It may not be possible to
restore a system to its original state.
Restoration is almost never complete; even
after 100 years restored habitats can still be
distinguished from their natural un-
impacted counterparts® . However, there
may be significant gains in terms of the
benefits provided (when compared to the

——) degraded state).
Pressure

System

state
Restoration

The costs and feasibility of restoration can vary according to the degree of intervention, the starting
point, physical and ecological characteristics, location and aim. Figure 2.2 summarises some current
evidence on restoration cost and timescales to recovery.

% See Fitter (2013)
26 \Woodcock et al., 2011



Figure 2.2 Summary of restoration costs and timescales to recovery for different aspects of
natural capital

Time taken
for recovery
Woodland
>50vyrs
Wetland River
10-50yrs
Blanket
Dunes
bog
Coastal
waters
<10 yrs
Upland
heath Saltmarsh
1000 10,000 100,000
f per ha

Note: restoration is highly location and context specific so these are indicative only. Colours denote
confidence in the evidence: Red= low agreement, limited evidence; Amber = low agreement much
evidence; Green = high agreement limited evidence; Blue=high agreement, much evidence.

How could this assessment of natural capital be improved?

2.24 Given data limitations and the lack of appropriate indicators and targets for some assets, it
is not possible to state with confidence and for all asset classes, which natural assets are
presently being used unsustainably or at high risk of unsustainable use. However, it is clear
that there are a range of data sources upon which metrics for natural assets could be
devel oped and the Committeeds preliminary anal
further work is required. These include the development of relevant metrics for soils,
species, atmosphere, minerals and sub-soil assets, as well as data gathering on both status
and trends for these assets.

2.25 This summary of the status and trends of natural assets provides a baseline for future work
to document and manage betterc hanges i n Englandds ,that ur al carg
implications of these changes require a second set of analyses that examine the way in
which benefits to society depend on different natural assets and how changes to them may
put certain kinds of benefit at risk.
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How does this analysis link to the development of national natural capital accounts?

2.26 The approach discussed in this section must not be seen as a substitute for the
development of national natural capital accounts. Indeed, developing the type of physical
metrics described here can be seen as a crucial input to account construction. The
framework set out above is not dissimilar from
proposed ecosystem accounts?’.

2.27 Assessing status and trends offers a first important insight into the state of our natural
capital. While much of the remainder of this report shows ways in which this assessment
can be taken further (and where it might lead in terms of actions that are needed), it is
important to see national natural capital accounts as playing a complementary role.

2.28 National natural capital accounts have two substantial functions. The first is through
providing a better understanding of the wealth of the nation and, in particular, the
contribution of natural capital to this wealth. In this way, important questions about the
sustainability of growth and development can be further explored. The second is through
the development of individual natural asset accounts which will provide greater insights into
changing status and trends.

2.29 Placing status and trends data within an accounting framework is a useful way of
understanding stocks and flows. Perhaps more importantly, this also creates a link to
national economic accounts and opens up a whole range of potential policy uses for
national natural capitalaccounts. Thi s emphasi s on Oéaptauseast i al 6 h
account development requires considerable time and effort combined with careful thought,
so too does the process of developing policy uses for accounts. These two elements must
evolve side-by-side.

2.30 The Committee therefore sees real benefit in the Governmentd s ¢ o nsugpartdoethe
important work being led by the Office for National Statistics. Opportunities to speed it up
should be found where possible. They need to be developed with clear policy uses in mind
so that the information presented in the accounts can make a material difference to
decision-making.

% See EU, OECD, UN & World Bank (2013)
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Section 3: Risks to the Benefits from Natural Capital

Based on a new analysis of the available evidence, there are a range of benefits from
natural capital that are at high or very high risk.

Introduction

3.1 The value of natural capital to human wellbeing lies in the benefits it can provide. This
section of the report builds on Section 2 and considers how changes to natural capital can
lead to risks to the benefits we derive from it.

3.2 The Commi tt e etdassessipgnatura capital begins to highlight where the use
and management of assets could be considered unsustainable. The Committee now has a
clearer understanding of which natural assets provide us with the greatest benefits, which



