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In the beginning….
The New Zealand Treasury has always recognised the diversity of outcomes but, like other government 
organisations, tends to silo its policy advice. Thus in Treasury analysis, economic policy advice focuses 
on increased incomes, and is separated from departmental expectations and expenditures that have 
wider wellbeing objectives. There is little or no reference to the 40 year perspective of the Long-Term 
Fiscal Statement.
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Dawn of a new era

The Treasury Living Standards Framework (LSF) draws on OECD analysis of wider indicators of 
wellbeing. The starting point is answering three questions:

• What are current outcomes? 
• Will these outcomes be sustained or improved? 
• How resilient is the system?

The LSF is based on four capitals that organise indicators of sustainable intergenerational 
wellbeing. There are many possible ways to organise wellbeing into domains. What matters is that 
the framework can find somewhere to include all the relevant indicators.
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What is Natural Capital?
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We subscribe to a variation of the OECD’s definition of Natural Capital below:

“Natural capital refers to all aspects of the natural environment.  It includes 
individual assets such as minerals, energy resources, land, water, trees, plants 
and wildlife.  And, also includes broader ecosystems and their services – i.e.. The 
joint functioning of, or interactions among, different environmental assets, as 
seen in forests, soil, aquatic environment and the atmosphere.”



Why Value Natural Capital (Macro view)
Natural capital is invoked for various purposes which 
affects the choice of technique: 

•  adjusting the national accounts that generate Gross 
Domestic Product (GDP) to reflect depreciation of 
natural assets, e.g. a Net DP or Green GDP

•  providing a balance sheet of assets to be viewed 
alongside the GDP derived from the UN’s System of 
National Accounts (SNA) 

•  providing for sustainable income by identifying a 
share of the proceeds of liquidating natural assets to 
invest in other assets yielding continuing income 

•  providing a clearer basis for monitoring changes in 
natural asset stocks than is provided by various ad hoc 
indicator sets 

The OECD states that the SEEA is the recommended 
framework of agreed standards for preparing natural 
resource accounts and is essential for producing green 
growth indicators.
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Why value Natural Capital (Micro View)

At the level of assessment of individual 
regulations or policies, approval of 
consents or appraisal of projects, the 
question arises as to what weight to give 
to natural capital when considering its 
use or retention against developments 
that transform it in some way. Here the 
question is what will be gained or lost by 
the transformation, given that 
development gains are expected and 
readily quantified but the impacts of 
natural capital loss on the community are 
less obvious?
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Framework: The value of Natural Capital
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TEV applied: Forestry (WIP)
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Environmental Accounts (WIP)
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• Applying international standards in a fit for purpose way
• Prioritization of the key ecosystems and services to 

ensure timely deliverables
• Reliable, accurate, readily available data sources

Together we can get there

Key challenges
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Questions?

The End


