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Why true cost accounting?

The SDGs are interdependent.
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True Cost Accounting & Organic 3.0 



We pay three times: in the

supermarket, for repairing

environmental damage,

and in our health systems.



Ways of using true cost accounting

❖ Enabling individual enterprises, whole value chains, or 
production sectors to self-evaluate and improve 
performance;

❖ Incorporation into certification schemes for market 
access;

❖ Landscape-based applications, eg flood disaster 
mitigation, water resource management, biodiversity 
protection, etc.;

❖ Policy reform related to government payments (e.g. 
taxes and subsidies), loan and insurance schemes, and 
accounting rules and related laws;

❖ Affecting the actual price of goods and services.



Happenings in different sectors.



A Much Bigger Movement

We are not alone
true cost is mainstream

Download links:
Natural Capital Protocol (NCC)
NCC Sector guides: food & beverage



Convergence



3 roles for TCA*

1: Communicative use: TCA can help to change 
perspectives and therefore creates even a “business-
case” opportunity for companies.

2: Operational use: TCA can help to generate insights 
that can help with decision making and choices in 
organisations ( companies, farms etc.)

3: Political use: TCA can address the need for systemic 
change on macro level. 

*From a recent report in The Netherlands on Natural Capital/ TCA.



Work in Progress on True Cost Accounting

Conceptual framework – engaging multiple 

stakeholders; white paper discussions and surveys

Practical tools for operators – starting at farm 

level, other links in the chain to be added; 

Linkage to price calculations

Policy reform: suggestions and strategies



Organic has the ingredients for a solution.

Farm-level „no-brainers“

• Crop rotation & diversity

• Green manure

• Intercropping

• Recycling of biomass

• Less tillage



Linchpin Practices…

…are practices which, if changed, cause virtually 

all other practices to change along with them.

By focusing on these and affecting change, we 

can simplify, unify, and focus efforts for maximum 

impact.

Practices can be linked to key metrics to assess 

costs and benefits. (This could form the template 

for a new standard for agriculture.)



Examples of linchpins

Synthetic nitrogen fertilizer

Water quality

Wages

Soil Organic Matter

Biodiversity Indicator Species

Waste quantity and disposal



Using existing metrics

GHG/SOM:

Cool Farm Tool

Water:

ClimWat/CropWat/
GreyWater

Erosion:
Universal soil loss
equation

Health:

Disability adjusted
life years

Economic Capital:

„Gross Value Added“

Human Capital:

“Expected value of 
incremental future 
earnings”



Regenerative agriculture is the most
vialable way of farming

Implementing sustainable farming practices is cheaper and 
cost/yield development is less volatile

This shows the farms and companies their expected future earnings
– it will be a game changer.
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2.2 Graphical presentation in this report 

Within the report, we typically use the following two types of presentation: 

 
 

Firstly we present a waterfall diagram (left-hand graph above). In a waterfall presentation all individual impact areas are added up 

in a cumulative way, enabling a visualization of materiality as well as revealing the total value. As opposed to the waterfall diagram 

we use comparative diagrams (right-hand graph above) to reveal the difference between the organic and the non-organic 

alternative. This allows for a better comparison of the individual impact areas. 

 

2.3 Roadmap of TCA until 2018 

 

This pilot is an initial step in the innovation and application of True Cost Accounting (TCA) in the food & agri sector. This pilot 

demonstrated that valuable insights can be gained from TCA and that it can be used to transform businesses by informing decision 

makers. It is also recognized that further steps be made to make TCA more robust and more complete in terms of coverage. Hence, 

the pilot is just an initial step in a more comprehensive initiative to further professionalize, innovate and mainstream TCA. In this 

section we highlight the most important aspects that need to be tackled in 2017 and 2018 to make TCA more ‘fit-for-purpose’. 

1. Making TCA more robust & specific – for several of the fruits & vegetables in the underlying study, generic data was used. 

This is especially true for the socio-economic as well as the human capital impacts. For instance, to account for the 

pesticide impacts, median impact data was used as no specific pesticide application data was available as farm level. A 

next iteration is needed to make TCA more specific. The inclusion of water scarcity will also be needed to make the TCA 

more complete. 

2. Inclusion of balance sheet concepts - At present TCA is focused on P&L accounting. Balance sheet concepts are not yet 

taken into account in the majority of TCA initiatives. A balance sheet concept is especially useful in its relation to soil 

degradation as it enables to account for time effects related to e.g. soil organic matter (SOM, humus) build-up which 

typically extends several years or even decades. A balance sheet concept enables asset or liability thinking for natural as 

well as social capital. 

3. Inclusion of soil fertility, water scarcity & biodiversity– The food and agri sector starts and ends with soil being its most 

important asset. This pilot has a limited scope as –in relation to soil- only soil erosion was included. Soil fertility as driver 

for sector sustainability is therefore a critical next step to make. A similar argument can be made for biodiversity. Both 

soil fertility as well as biodiversity are challenging topics which currently are subject to debate. This initiative will need to 

align to existing initiatives in the market. In addition, water scarcity will be considered in a later version as many of the 

products are actually sourced from water scarce regions. During the creation of this report, a research proposal on soil 

fertility was already in the making.  
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http://www.natureandmore.com

http://www.natureandmore.com


David Gould

d.gould@ifoam.bio

Thank you.


