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EXECUTIVE SUMMARY 

This document introduces a powerful new methodology for integrated capital accounting, building upon the 
spatial analysis approach that underpins the United Nation’s System for Environmental Economic 
Accounting (SEEA). 

It overviews key benefits for natural capital managers who adopt the Integrated Capital Accounting Tool 
(ICAT) before explaining key concepts underlying this innovative, globally credible approach. Finally, it 
outlines the broad steps associated with application of ICAT by natural resource managers. 

The document is intended to familiarise prospective users as a first step in the process of developing a 
tailored application of ICAT for their organisation’s specific needs. Contact details are provided to enable 
further enquiry. 

 

OVERVIEW OF ICAT 

Natural capital defines the spatial context for integrated capital accounting 

Natural capital is the stock of renewable and non-
renewable resources (including plants, animals, 
water, soils and minerals) that combine to yield a 
flow of benefits to people. 

 Natural capital is managed in specific spatial 
contexts and combined with produced, human 
and social capital to deliver goods and services. 
Managers who rely heavily on natural capital as 
an input to produce goods and services include 
farmers (regenerative, organic, and industrial), 
foresters, aquaculturists, nature-based tourism 
operators, and others.  

The concepts and approaches underlying ICAT 
reflect years of discussions between IDEEA Group 
and natural capital managers. The importance of 
integrating natural capital with other forms of 
capital to provide a more holistic empirical 
platform for decision making is now very clear.  

Significant issues around degradation and 
sustainability arise when the impact of economic 
activity on the stocks and flows of natural capital 
are not considered. 

Successful strategies for enhancing and 
maintaining the amount and quality of natural 
capital stocks depend on investments in both 
human and social capital. So, it is only possible to 
manage natural capital sustainably by integrating 
all aspects of the challenge in a single analytical 
framework. 

Where organisational success depends on a 
combination of ecosystem vitality, social 
approval, economic efficiency and individual 
capabilities, managers need to take all capitals 
into account as interdependent aspects of one, 
complex system. This is referred to as Integrated 
Capital Accounting.  

Defining and assessing sustainability for a defined 
spatial area provides the practical context to 
consider all capitals and their benefits. It not only 
ensures that data is integrated in an appropriate 
way, but also supports definition and assessment 
of clearly grounded capital investment strategies. 
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THE VALUE OF INTEGRATED CAPITAL ACCOUNTING 

Before explaining how ICAT works and why it is a superior compared to approaches used in the past, it is 
important to review the key organisational benefits that flow from more effective management of natural 
capital as an integrated part the wider produced, human and social capital context. IDEEA’s integrated 
capital accounting approach is designed to deliver 5 key types of value for natural capital managers: 

1) Sustained profitability 

2) Improved market access 

3) Better access to finance 

4) Secure social license to operate 

5) Realise business level environmental and social objectives  

6) Reduced cost of reporting 

 

Sustained profitability 

ICAT helps natural capital managers sustain 
profitability and minimise income variability by 
systematically recording how natural capital 
stocks contribute to current production.  

Variable and disruptive environmental conditions 
are increasingly impacting on natural capital and 
affecting asset (e.g. farm) level productivity and 
profitability. Environmental pressures are also 
making natural capital managers profitability less 
certain. Building farm level resilience – the ability 
of the farm to respond to environmental 
pressures – becomes critical for a farmer looking 
to sustain profits in the future. Natural capital 
managers need to be aware of the environmental 
risks they face (e.g. flood, fire, climate change), 
how these relate to the condition of the natural 
capital they manage, and the capacity of the 
natural capital to continue to contribute to 
production. 

A changing context also provides new 
opportunities for innovative natural capital 
managers. To sustain profitability into the future, 
natural capital managers must adapt by finding 
new revenue streams, for example payments for 
ecosystem services, all while maintaining the 
condition of the natural capital they manage.  

Improved market access 

ICAT helps natural capital managers access and 
secure markets by communicating their 
environmental and social outcomes using a 
globally standardised, credible framework.  

Social expectations are changing. The global-
consumer is increasingly well informed about 
buying products to minimise their environmental 
footprint. This provides an opportunity for natural 
capital managers to access new and secure 
existing markets by differentiating products with 
respect to the sustainability of their 
environmental and social outcomes and their 
good stewardship of natural capital. 
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Access to finance 

ICAT helps natural capital managers access 
finance by providing a clear dependencies and 
outcomes-based narrative supported by an 
evidence base to demonstrate return on 
investment in natural capital.  

New financing mechanisms are being introduced 
into the current economic system. Impact 
investing links investors (including prospective 
shareholders) with businesses that deliver 
environmental and social outcomes.  

Businesses that provide a new narrative to their 
existing and potential investors about 
environmental and social outcomes and how 
these connect to natural capital investment 
decisions, may access an increased and wider 
range of finance options. Further, improved 
accounting for dependencies and risks may 
improve the case for lower cost finance through 
traditional channels. 

Social license to operate 

ICAT helps natural capital managers secure their 
social license to operate by organising the 
information required to demonstrate responsible 
stewardship of natural capital. 

Increased scrutiny by both communities and 
governments is making it harder for businesses to 
continue accessing natural resources. 

Businesses can better secure their social license 
to operate by developing a new narrative about 
their relationship with natural capital. Robust, 
outcomes-based evidence and communication 
about on and off-farm sustainability is central to 
securing a social license to operate. 

Realise business level environmental 
and social objectives  

ICAT helps natural capital managers achieve 
their environmental and social objectives by fully 
integrating natural capital outcomes with 
business level decision-making.  

Individual and farm level attitudes around the 
exploitation of natural resources are changing. 
While natural capital managers must sustain their 
profitability, farm level environmental and social 
objectives are becoming increasingly important. 
Decisions can be informed by considering the role 
and values of natural capital and their services to 
farms in conjunction with a traditional financially-
driven approach. 

Reduced costs of reporting  

ICAT helps natural capital managers to reduce 
the cost of reporting by streamlining and 
standardising collection, management and 
dissemination of natural capital data.   

Natural capital managers are required to report 
more often for an ever-wider variety of audiences 
and purposes. Reporting requirements usually 
vary from case to case, potentially burdening 
businesses with higher data and analysis costs. 

Businesses can reduce these reporting costs by 
investing in an efficient system that provides one 
core data set that meets a wide range of specific 
reporting requirements. 
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UNIQUE FEATURES OF ICAT 

A practical management tool 

People have always used natural capital as an 
input to the production of goods and services. 
However, the nature of this longstanding reliance 
is under increasing threat. Ecological stability 
thresholds are fast approaching and in some 
places being exceeded, and social expectations 
about appropriate relationships between the 
environment and business activity are changing.  
As a result, the viability of current business 
models and approaches to natural capital 
management and use are under threat. 

ICAT directly addresses the need for enterprises 
to adopt more empirically driven and globally 
credible approach to define and operationalise 
ecologically and socially sustainable 
management practices. ICAT’s spatially based, 
SEEA derived framework ensures that the 
implications of both local actions and global 
changes can be distinguished, measured and 
assessed in terms of practical implications for on-
the-ground decisions. 

Local community relevance 

While the primary benefits of ICAT accrue to 
individual businesses, the local context-based 
approach of integrated capital accounting means 
that benefits can also be gained by other local 
stakeholders such as neighbouring businesses, 
local communities, regional authorities, etc. 

 ICAT is therefore both relevant to individual 
enterprises, or can be leveraged by multiple 
stakeholders through shared efforts and 
investment. 

Addresses complex system realities 

The threat of ecological failure and consequent 
rise in social expectations are not new, and 
neither are efforts to minimise their impact. 
Businesses have been attempting to integrate 
environmental and social outcomes into their 
decision making for a long time. Most commonly, 
this has involved a pressures and impact-based 
approach that focuses on quantifying business 
use of natural inputs (for example, water) and the 
flows of residuals generated during goods and 
services production (for example, emissions and 
pollution). 

This approach has generated a suite of related 
concepts and measurement tools (e.g. externality 
assessment, environmental profit and loss and 
sustainability metrics such as GRI) and policy 
responses (e.g. taxes, resource efficiency and 
sustainability reporting).  

However, pressure and impact-based approaches 
all treat the economy and the environment as 
separate systems. Critically, this fails to recognise 
the complex ways that business activity connects 
to changes in the stock and condition of natural 
capital in their local context. Nor does it recognise 
the important links between natural capital and 
the other capitals that managers need to account 
for.  

This lack of focus on underlying local assets and 
capital interdependencies has limited the 
potential for natural capital to be integrated into 
business decision making. Largely as a result of 
this, as revealed through the continued 
degradation of our environment, most current 
approaches are not working.  
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From inputs to outputs 

IDEEA Group has pioneered the paradigm shift to 
a spatially-specific dependencies and outcomes-
based approach to managing natural capital as 
one of multiple, interrelated capital types. This 
integrated capital accounting approach focuses 
on the underlying stock of natural capital and its 
capacity to contribute to the production of goods 
and services. It enables identification of natural 
capital dependencies (including links to human 
and social capital) and the contribution of natural 
capital to outcomes both within and beyond the 
business. 

This approach has also generated a set of related 
concepts and practices (for example, multiple 
capitals, ecological economics and nested 
systems, and stewardship) and policy responses 
(for example, payments for ecosystem services 
and environmental markets). While increasingly 
adopted by governments, these superior new 
practices are only now beginning to be widely 
applied at the business level. 

Although past approaches remain relevant for 
analysis of certain questions, there is an urgent 
need to move beyond a focus on the negative 
pressures of business activity towards 
understanding the sustainability of the 
relationship between individual businesses and 
their local natural capital and surrounding social 
contexts. 

The role of ICAT 

IDEEA Group has developed ICAT to enable the 
paradigm shift to a widespread focus on multi-
capital outputs and interdependencies. 

ICAT is a new data-driven tool designed to help 
enterprises understand their relationship with the 
natural and social environment in which they 
operate, and integrate this knowledge into 
standard business practices. 

ICAT uses globally standardised accounting 
principles to organise environmental data (e.g. 
concerning water, soil, carbon, biodiversity and 
ecosystem services) such that stocks and flows of 
natural capital are directly integrated with 
standard economic and financial data. 

ICAT covers both the use of natural capital in the 
production of marketed goods and services, as 
well as the production of ecosystem services that 
are publicly used “beyond the fence”, for example 
carbon sequestration and water filtration. In 
future, these public ecosystem services are likely 
to be increasingly recognised and sought after by 
public funding authorities who wish to rely more 
on market mechanisms for securing the provision 
of public goods. 
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In Summary - 5 Key Features of ICAT 

ICAT offers five key features that allow businesses to respond to emerging ecological thresholds and 
changing social expectations: 

1. Sustainability focused – ICAT links business 
activities and decision-making to changes in 
the stock and condition of natural capital and 
its capacity to contribute to the production of 
goods and services, including publicly 
beneficial ecosystem services. 

2. Systems based – ICAT provides a holistic 
picture of business activity by combining a 
broader range of information – ecological, 
social and economic. 

3. Spatial – ICAT compiles information spatially 
to explicitly reflect the local context and 
dependencies on natural capital, while 
grounding the focus of social and human 
capital investments. 

4. Harmonised – ICAT generates information on 
natural capital that is compatible with 
contemporary best practice accounting and 
finance systems. 

5. Credible – ICAT is underpinned by the UN’s 
System of Environmental-Economic 
Accounting (SEEA) in order to generate 
internationally credible, standardised 
information on natural capital. 

A new way forward 
By capturing new information in a structured and 
systematic way, ICAT supports businesses in 
reaching their business and natural capital 
objectives. 

ICAT’s evidence base supports a variety of 
standard business challenges, such as return on 
investment analysis, asset management, 
sustainability certification and reporting, and 
scenario and trade off analysis. 
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ESTABLISHING ICAT  

To realise the opportunities outlined above IDEEA Group recommends a four-phase approach for 
establishing ICAT, summarised below. 

Phase 1: Accounting assessment 

The first phase scopes a 
relevant and feasible set of 
accounts based on a 
detailed understanding of 
the spatial and institutional 
context for the business and 
other stakeholders. 

Key tasks include: 

 

• Understanding the businesses spatial context and determining primary 
objectives for the use of integrated capital accounting 

• Reviewing key connections across local and other stakeholders 
including other businesses, regulatory authorities, local community 
and interest groups 

• Assessing the scope and types of natural capital to be described in the 
accounts  

• Assessing the data available from private and public sources to support 
accounting 

• Training on the principles and practices of integrated capital 
accounting 

• Providing recommendations based on initial account designs and a 
description of potential applications  
 

Phase 2: Compilation of priority accounts 

The second phase involves 
the finalisation of account 
design, collation of data, 
the compilation of priority 
accounts and the 
presentation of the 
accounts.  

Key tasks include: 

• Gathering data for the compilation of accounts, incorporating available 
and relevant ecological data and modelling (e.g. carbon, water quality, 
species habitat, etc)  

• Compiling priority accounts and providing a summary of data and 
methods, and potential extensions 

• Describing the application of accounts, for example for operational 
analysis, stakeholder engagement, certification and reporting. 

• On-going training on the principles and practices of integrated capital 
accounting 

• Producing a short, externally focused publication articulating the 
benefits of integrated capital accounting (optional) 

 

Phase 3: Demonstrate efficacy to improve decision making   

The third phase applies the 
accounts to decision.  

Key tasks include: 

• Engaging teams that will use the accounts (finance, supply chain, product 
development, stakeholder engagement)  

• Integrating results into decision making  
• Measuring the outcomes of the application of accounts  
• Building capacity within teams to use accounts 

 
Continued over… 
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Phase 4: Integration in business systems 

The fourth phase integrates 
the accounts and linked 
decision-making processes 
into business systems. 

Key tasks include: 

• Exploring business systems’ capacity to integrate ICAT  
• Building the task force (e.g. accounting, finance, supply chain, product 

development, stakeholder relations) to review assessment and develop 
integration plan  

• Building capacity to operationalise data collection, ICAT software use, 
accounting and integration of results into decision making   

• Managerial oversight to ensure effective integration.  

 

CONTACT FOR ADDITIONAL SUPPORT  

If you are interested in learning more, or if you want to kick of the process with an initial, high-level 
discussion of your own enterprises’ ICA opportunities and capabilities, then please contact IDEEA Group at  
support@ideeagroup.com  or visit us www.ideeagroup.com.   

 

mailto:support@ideeagroup.com
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