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A 

Abiotic: Non-living physical and chemical parts of the environment.  

Remarks: It comprises non-living things such as land, water, air and minerals. 

Related term: Biotic. 

Source: FAO. 2009. Organic Agriculture Glossary. 

Accounting metrics:  Quantitative assessment used for measurement, comparison and to 

track performance or production, in parallel with recording and reporting transactions. 

Related terms: Audit trail, Financial accounting. 

Source: Marty Schmidt. 2014. Metrics Categories, Definitions, Meaning and Usage, Business 

Encyclopedia. 

Agricultural biomass: Non-fossil biological material, either from plant or animal origin, 

both living and dead, found above or below ground vegetation, including agricultural products 

and waste by-products, manure, soil fauna or microbial biomass used as food, feed and fuel or 

for soil amendment. 

Related term: Biomass. 

Source: FAO. 2009. Organic Agriculture Glossary. 

Agriculture value-added: Corresponds to the International Standard Industrial 

Classification (ISIC) divisions that include forestry, hunting, fishing, cultivation of crops and 

livestock production. Value-added is the net output of a sector after adding up all outputs and 

subtracting intermediate inputs. It is calculated without making deductions for depreciation of 

fabricated assets or depletion and degradation of natural resources. 

Related term: Gross value-added. 

Source: World Bank and OECD. 2009. World Development Indicators. 

Agri-environmental measures:  Provides payments to farmers who subscribe, on a 

voluntary basis, to environmental commitments related to the preservation of the environment 

and maintaining the countryside. 

Related term: Payments for ecosystem services. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Agro-ecological knowledge: Refers to what people know about their natural environment, 

based primarily on their own experience and observation. It also refers to farmers' knowledge 

of ecological interactions within the farming system. 

Related term: Intellectual capital. 
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Source: FAO. 2009. Organic Agriculture Glossary.  

Agro-ecological restoration: Restoration of the relationship between farming and nature 

by following an ecosystem approach, welcoming greater biodiversity and use of free 

ecological services. 

Related terms: Ecosystem enhancement. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Agro-ecosystem: A semi-natural or modified natural system managed by humans for food 

and agricultural production purposes. 

Related terms: Ecosystem, Habitat. 

Source:FAO,2010. Organic Agriculture Glossary. 

Agro-ecology: Study of the relation of agricultural crops and environment. 

Related terms: Ecology. 

Source: UN. 1997. Glossary of Environment Statistics, Studies in Methods. United Nations, 

New York. 

Asset: Any item of economic value owned by an individual or organization, especially that 

which could be converted to cash. 

Remark: Examples are cash, securities, inventory, equipment, real estate and other property. 

Related: Capital assets, Ecosystem assets, Financial assets. 

 Source: Investorword. 2010. Definition of asset. 

Audit trail: The ability of surveying and documenting in an organized and transparent 

manner various positive and negative effects on the environment (e.g. air pollution, increase 

in vegetation). 

Related terms: Accounting metrics, Balancing item. 

Source: Oxford University Press. 1999. Peter Moles and Nicolas Terry, New York. 

Avoidance costs: The actual costs of preventing environmental deterioration by alternative 

production and consumption processes, or by reduction of or abstention from economic 

activities. 

Related terms: Damage cost, Preventive expenditure. 

Source: Scialabba Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome.  
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B 

Balancing item: An accounting construct obtained by subtracting the total value of the 

entries on one side of an account (resources or changes in liabilities) from the total value of 

the entries on the other side (uses or changes in assets). 

Related terms: Financial accounting, Audit trail. 

Source: Scialabba, Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome. 

Basic price: The amount paid by the consumer to the producer excluding payable taxes and 

including any subsidy received. It excludes any transport charges invoiced separately by the 

producer and any wholesale and retail margins that may be applicable. 

Related terms: Farm gate price, Market price. 

Source: Scialabba, Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome. 

Beneficiaries : The individuals, groups, or organizations, whether targeted or not, that 

benefit, directly or indirectly, from the development intervention. 

Reference FAO, 2010. Organic Agriculture Glossary. 

Beneficiary approach: A systematic inquiry into people’s values and behavior in relation to 

a planned or ongoing intervention for social and economic change. This approach reveals the 

meaning people give to particular aspects of their lives so that development activities may 

better enhance people’s ability to improve their own living conditions, as they see fit. 

Related term: Participatory approach. 

Source: Lawrence F. Salmen.  1995. Beneficiary Assessment An Approach Described. Social 

Development Family of the World Bank. 

Benefit transfer method: Used to estimate economic values for ecosystem services by 

transferring available information from studies already completed in another location and/or 

context. The main goal of this method is to estimate benefits for one context by adapting an 

estimate of benefits from some other context.  It’s often used when it is too expensive and/or 

there is too little time available to conduct an original valuation study, yet some measure of 

benefits is needed. 

Source: Dennis M.King and Marisa J. Mazzotta. 2000. Ecosystem Evaluation. US Department 

of Agriculture Natural Resources Conservation Service and National Oceanographic and 

Atmospheric Administration. University of Maryland, USA.  
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Bequest value: The value that people place on knowing that future generation will have the 

option to enjoy something.  Thus, it is measured by peoples ‘willingness to pay’’ to preserve 

the natural environment for future generations. 

Related terms: Option value. 

Source: Dennis M.King and Marisa J. Mazzotta. 2000. Ecosystem Evaluation. US Department 

of Agriculture Natural Resources Conservation Service and National Oceanographic and 

Atmospheric Administration. University of Maryland, USA.  

Biodiversity: The variability among living organisms from all sources including, inter alia, 

terrestrial, marine and other aquatic ecosystems and the ecological complexes of which they 

are part; this includes diversity within species, between species and of ecosystems. 

Related terms: Functional biodiversity. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Biogeochemical cycle: The manner in which the atoms of an element critical to life (such as 

carbon, nitrogen, or phosphorus) move from the bodies of living organisms to the physical 

environment and back again. 

Related terms: Nutrient cycling, Energy flow, Carbon cycle. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Biomass: The total weight of all the biological material or the combined mass of all the 

animals and plants inhabiting a defined area; usually expressed as dry weight per area. 

Related term: Agricultural biomass. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Biotic: Relating to life or living matter. 

Related term: Abiotic. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Buffer zone: A clearly defined and identifiable boundary area bordering an organic 

production site that is established to limit the application of, or contact with, prohibited 

substances from an adjacent area. 

Related term: Ecosystem boundary. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 
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C 

Capital: A stock that possesses the capacity of giving rise to flows of goods or services. 

Capital stock is disaggregated into different types of capital: financial, manufactured, 

intellectual, human, social/organizational and natural capital. Each of these stocks produces a 

flow of ‘services’, which serve as inputs into the productive process. 

Related terms: Capital assets, Net worth. 

Source:  FAO. 2008. Glossary of Aquaculture. 2008. Fisheries and Aquaculture Department. 

Capital assets: All types of property that are held by an individual or organization for 

investment and useful business purposes. Capital assets are those assets used by the business 

to make a profit. 

Related terms: Economic unit, Financial assets, Net worth. 

Source: Jean Murray. 2104. About Money. New York. 

Capital budgeting: The process of planning and programming capital expenditure, with a 

view to ensuring the availability of funding for this purpose. 

Related term: Capital expenditure. 

Source: Sullivan Arthur; Steven M. Sheffrin (2005). Economics: Principles in action. Upper 

Saddle River, New Jersey 07458: Pearson Prentice Hall. p. 375 

Capital expenditure: Funds used by an organization to acquire or upgrade physical assets 

such as property, industrial buildings or equipment. This type of outlay is made by 

organization to maintain or increase the scope of their operations. 

Related term: Capital budgeting. 

Source: Investopedia.2012. Definition of capital expenditure CAPEX.  Division of IAC.  

Capital formation: Refers to net additions of capital stock such as equipment, buildings and 

other intermediate goods. A nation uses capital stock in combination with labour to provide 

services and produce goods; An increase in this capital stock is known as capital formation.  

Related term: Manufactured capital. 

Source: Investopedia.2012. Definition of capital formation. Division of IAC. 

Capital gains: An increase in the value of a capital asset that gives it a higher worth than the 

purchase price. The gain is not realized until the asset is sold. A capital loss is incurred when 

there is a decrease in the capital asset value compared to an asset's purchase price. 

Source: Investopedia. 2012. Definition of capital gains. Division of IAC. 

http://en.wikipedia.org/wiki/Arthur_O%27_Sullivan
http://www.pearsonschool.com/index.cfm?locator=PSZ3R9&PMDbSiteId=2781&PMDbSolutionId=6724&PMDbCategoryId=&PMDbProgramId=12881&level=4
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Capital value: The present value of the stream of future benefits that an ecosystem will 

generate under a particular management regime. Present values are typically obtained by 

discounting future benefits and costs; the appropriate rates of discount are often a contested 

issue, particularly in the context of natural resources. 

Related term: Net present value. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Carbon cycle: The flow of carbon (in various forms such as carbon dioxide) through the 

atmosphere, ocean, terrestrial biosphere, and lithosphere. 

Related term: Biogeochemical cycle. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Choice modelling methods: Focus on a good‘s attributes and their values. Choice 

modelling questionnaires present respondents with a series of alternative descriptions of a 

good. The alternative descriptions are constructed by varying the levels of the good‘s 

attributes. Depending on the specific choice modelling method adopted, respondents are either 

then asked to rank (contingent ranking), chose (choice experiments), rate (contingent rating), 

or choose then rate (paired comparisons) the descriptions presented. Usually, it includes the 

status quo or do nothing‘ option alongside one or more alterative descriptions of the good. 

The do nothing option is to pay nothing annually and to bear the expected annual negative 

side effects.  

Source: Daniel Fujiwara and Ross Campbell. 2011. Valuation Techniques for Social Cost-

Benefit Analysis. Department of Work and Pension UK. 

Common pool resource: A valued natural or human-made resource or facility in which one 

person’s use subtracts from another’s use and where it is often necessary but difficult to 

exclude potential users from the resource. 

Related term: Common property resource. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Common property resource: A good or service shared by a well-defined community. 

Related term: Common pool resource. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Compensating variation: The adjustment in income that returns the consumer to the 

original utility after an economic change has occurred. In the case of a positive economic 

change (such as a fall in price of a good), CV is often referred to as the maximum a consumer 

is willing to pay in order to have the economic change happen. When there is a negative 

economic change, CV is the minimum the consumer needs in order to accept the economic 

change. 
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Related term: Equivalent variation. 

Source: Kevin Wainwright. 2005. Measuring Welfare Effects of an Economic Change, ECON 

260 Environmental Economics. Sweden. 

Compensation for environmental services: Payments or other forms of restitution made 

to economic service beneficiaries or ecosystem stewards to offset foregone entitlements to 

environmental services or ecosystem stewardship benefits. 

Related terms: Rewards of environmental services, Payments for ecosystem services  

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Compliance cost: All the costs associated with meeting the obligations of legislation in 

force, with the exception of direct financial costs and their long-term structural effects. 

Source: Laurier. 2007. Glossary of environmental terms. Waterloo, Canada. 

Conservation: Includes protection, maintenance, rehabilitation, restoration and enhancement 

of populations and ecosystems. This implies sound biosphere management within given social 

and economic constraints, producing goods and services without depleting the natural 

ecosystem diversity. 

Related terms:  Agro-ecological restoration, Ecosystem enhancement. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Consumer surplus: The gain obtained by consumers because they are able to purchase a 

product at a market price that is less than the highest price they would be willing to pay.  

Related term: Producer surplus. 

Source: Investopedia. Definition of consumer surplus. 

Contingent valuation: Seeks to elicit information on environmental preferences directly 

from individuals using surveys, questionnaires or experimental techniques which collect 

information either on the "willingness-to-pay" (WTP) for an increase in the provision or 

quality of an environmental good or service, or the minimum "willingness-to-accept" (WTA) 

compensation to forego such beneficial change. The approach depends on the respondents 

having a good understanding of why environmental preferences are solicited and interpreting 

the contingent valuation method question and scenario in the same way as the writer of the 

question.  

Remarks: The strengths of this technique are that it can be applied in most contexts and it is 

the only technique that can measure existence values. An underlying weakness is that it does 

not use the observation of the actual market behavior and does not test consumers' effective 

demand by requiring them to back up their opinions with cash.  

Related terms:  Willingness-to-pay, Willingness-to-accept. 
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Source: Scialabba, Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome p. 231. 

Corporate social responsibility: A set of management practices in businesses that aim at 

minimizing the negative impacts of their operations on society and at maximizing the positive 

impacts. It covers social and environmental issues.  

Remarks: An important aspect is how enterprises interact with their internal and external 

stakeholders: employees, customers, neighbors, non-governmental organizations, public 

authorities. 

Related terms: Environmental and social responsibility. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Cost: Denotes the amount of money that an organization spent on the creation or production 

of goods or services. It does not include the mark-up for profit. From a seller’s point of view; 

cost is the amount of money that is spent to produce a good or a product. From a buyer’s point 

of view the cost of a product can be called the price. 

Related term: Value, Price. 

Source: E-conomic. 2014. Definition of cost. 

Cost-benefits analysis: A systematic approach that estimates the strengths and weaknesses 

of alternatives that satisfy transactions, activities or functional requirements for a business. It 

is a technique that is used to determine options that provide the best approach for the adoption 

and practice in terms of benefits in labor, time and cost savings. 

Related term: Social cost-benefit analysis. 

Source:   Brown, Richard. 2003. Benefit-Cost Analysis: Financial and Economic Appraisal 

Using Spreadsheets. Cambridge University Press. 

Cultural services: Relate to the intellectual and symbolic benefits that people obtain from 

ecosystems through recreation, knowledge development, relaxation, and spiritual reflection.  

Related term:  Ecosystem services. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System Of Environmental-Economic Accounting 

(SEEA), White cover publication. 
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D 

Damage cost: The cost incurred by repercussions of direct environmental impacts such as 

the emission of pollutants, degradation of land or human made structures and health effects.  

Related terms:  Damage cost method, Marginal damage cost. 

Source: Glossary of Environment Statistics. 1997. Studies in Methods, Series F, No. 67, 

United Nations, New York. 

Damage cost method: Estimates the value of a service based on the cost of damage that 

may result from its loss. 

Related term:  Damage cost, Replacement cost. 

Source: Dennis M.King and Marisa J. Mazzotta. 2000. Ecosystem Evaluation.US Department 

of Agriculture Natural Resources Conservation Service and National Oceanographic and 

Atmospheric Administration. University of Maryland, USA. 

Decommissioning cost: Relate to expenditures incurred at the end of the operating life of 

an asset to restore the environment to its original state. They comprise terminal cost and 

remedial cost.  

Related term: Terminal cost, Remedial cost. 

Source: Scialabba, Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome. 

Defensive expenditure approach: Assumes that a rational individual will take defensive 

measures as long as the damage avoided exceeds the costs of the defensive action. It depicts 

the least amount of money a person would be willing to pay to avoid the bad outcome.  

Related terms: Precautionary principle, Risk mitigation, Preventive expenditure. 

Source: FAO. 2014. Food Wastage Footprint. Full-Cost Accounting. Final Report. 

Depletion: In physical terms, is the decrease in the quantity of the stock of a natural resource 

over an accounting period that is due to the extraction of the natural resource by economic 

units occurring at a level greater than that of regeneration.  

Remarks: It is defined distinctly from ecosystem degradation in that it refers to the decrease in 

a specific individual environmental asset rather than the decline in the functioning of an 

ecosystem asset as a whole.  

Related term: Ecosystem degradation.  
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Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013.System Of Environmental-Economic Accounting, White 

cover publication. 

Determinants of well-being: Inputs into the production of well-being, such as food, 

clothing, potable water, and access to knowledge and information. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Direct cost: Costs that can directly be assigned to activities with a high degree of accuracy  

(e.g. salaries and wages). 

Related terms: Indirect cost. 

Source: David L. Scott. 2003.  Wall Street Words: An A to Z Guide to Investment Terms for 

Today’s, Houghton Mifflin Company. 

Direct use value: Benefits derived from the goods and services provided by an ecosystem 

that are used directly by an economic agent. These include consumptive uses (e.g. harvesting 

goods) and non-consumptive uses (e.g. enjoyment of scenic beauty). 

Related terms: Indirect use value. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Discounted cash flow method ( DCF): An approach to evaluate alternative projects based 

upon a procedure for reducing a stream of returns to a single value at a particular point in 

time. This is achieved by using rate of interests as weighting device through time. Two most 

frequently use DCF criteria are net present value and internal rate of return. 

Related terms: Discount rate. 

Source: Oxford University Press, 1999. Peter Moles and Nicolas Terry. New York. 

Discount rate: The rate at which to discount future income in the net present value method 

of valuing natural resource assets. It expresses the degree to which an economic agent prefers 

income today rather than in the future. Time preference and discount rates can also reflect the 

risks associated with the future returns expected from an investment. 

Related terms: Discounted cash flow method. 

Ref: United Nations Department of Economic and Social Affairs Statistics Division. 2000. 

United Nations publication. 

Diversity: Species richness of a community or area, measured in terms of the number of 

different plant and animal species (often called species richness) it contains. However, the 

community characteristics are better assessed by the relative abundance of the species present.  

Remarks: Diversity in ecosystems is usually equated with stability due to climax community. 
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Related terms: Biodiversity, Functional biodiversity. 

Source: FAO, 2010. Organic Agriculture Glossary. 

E 

Ecological balance: A state of dynamic equilibrium within a community of organisms in 

which genetic, species and ecosystem diversity remain relatively stable, subject to gradual 

changes through natural succession. 

Related terms: Ecosystem stability. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Ecological security: A condition of ecological safety that ensures access to a sustainable 

flow of provisioning, regulating, and cultural services needed by local communities to meet 

their basic capabilities. 

Related term: Ecosystem services. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Ecology: The scientific study of the inter-relationships among and between organisms and 

between organisms and all living and non-living aspects of their environment. The 

environment of an organism includes physical properties, which can be described as the sum 

of local abiotic factors such as insolation (sunlight), climate, and geology, and biotic 

ecosystem, which includes other organisms that share its habitat.  

Remarks: The word "ecology" is often used more loosely in such terms as social ecology and 

in common parlance as a synonym for the natural environment.  

Related terms:  Ecosophy, Agro-ecology. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Ecometrics: The quantitative analysis of economic, environmental, and societal systems. It 

is a system of statistical extrapolation and interpolation that uses principles of resource 

management in economic and environmental studies to analyze trends in consumption. With a 

comprehensive understanding of ecometrics and the impacts of specific activities 

(environmental, societal or economical), agents within economic systems can cause 

measurable change of sustainability.  

Related terms: Econometrics.  

Source: Raudenbush, Stephen W, Christopher Johnson, and Robert J Sampson. 2003. A 

Multivariate, Multilevel Rasch Model with Application to Self-Reported Criminal 

Behavior. Boston, Harvard Publication. 

http://scholar.harvard.edu/sampson/publications/multivariate-multilevel-rasch-model-application-self-reported-criminal-behavi-0
http://scholar.harvard.edu/sampson/publications/multivariate-multilevel-rasch-model-application-self-reported-criminal-behavi-0
http://scholar.harvard.edu/sampson/publications/multivariate-multilevel-rasch-model-application-self-reported-criminal-behavi-0
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Econometrics: Expresses economic theories in mathematical terms in order to verify them 

by statistical methods. It is concerned with the empirical measurement of economic relations 

that are expressible in mathematical form. It seeks to measure the impact of one economic 

variable on another in order to be able to predict future events or advise the choice for 

economic policy to produce desired results. 

Related term: Ecometrics. 

Source: Henry Kyambalesa and Mathurin Houngnikpo. 1983. The McGraw-Hill dictionary of 

modern economics 3
rd

 edition. The McGraw-hill Book Company. 

Economic efficiency: The extent to which supplies of goods are matched to demands for 

goods or services in a particular market. The notion of economic efficiency implies the 

possibility of an ideal market in which no value is lost due to waste, unneeded surpluses, 

unmet demand or other misallocations of resources. 

Source: Investorword.2013. Definition of economic efficiency. WebFinance, Inc .    

Economic policy instrument: A policy instrument that creates the economic incentives for 

individuals to choose freely to modify or reduce their activities. An economic policy 

instrument functions as incentives or disincentives for producing environmental 

improvements in the food sector. 

Related term: Subsidy. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Economic unit: Referred to as an institutional unit in national accounting. It is an economic 

entity that is capable, in its own right, of owning assets, incurring liabilities, and engaging in 

economic activities and in transactions with other entities. 

Related terms: Capital assets, Financial assets. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Ecosophy:  A philosophy of ecological harmony or equilibrium. A philosophy as a kind of 

wisdom is openly normative; it contains norms, rules, postulates, value priority 

announcements and hypotheses concerning the state of affairs in the universe. It is a struggle 

for equality in the biosphere; all living organisms, animals, human beings and plants should 

be given opportunities for self-realization. 

Related terms: Ecological balance. 

Source: Alan Drengson. 1999.  Ecophilosophy, Ecosophy and the Deep Ecology Movement. 

Ecosystem accounting units (EAU): Large, mutually exclusive, spatial areas delineated on 

the basis of the purpose of accounting. Generally, EAU will reflect a landscape perspective. 

http://www.investorwords.com/15949/supplies.html
http://www.investorwords.com/2209/goods.html
http://www.investorwords.com/1396/demand.html
http://www.investorwords.com/6664/service.html
http://www.investorwords.com/2962/market.html
http://www.investorwords.com/5209/value.html
http://www.investorwords.com/4217/resource.html
http://en.wikipedia.org/wiki/State_of_affairs
http://www.ecospherics.net/pages/DrengEcophil.html
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Factors considered in their delineation include administrative boundaries, environmental 

management areas, socio-ecological systems and large scale natural features (e.g. river 

basins). A hierarchy of EAU may be established building from a landscape scale to larger 

sub-national and national boundaries. EAU at the landscape level may be considered to reflect 

ecosystem assets. EAU are the highest level of the spatial model used to define areas for the 

purposes of ecosystem accounting. 

Related terms: Environmental accounting. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations ,World Bank. 2013. System Of Environmental-Economic Accounting, White 

cover publication. 

Ecosystem approach: A strategy for the integrated management of land, water, and living 

resources that promotes conservation and sustainable use in an equitable way. It is based on 

the application of appropriate scientific methodologies focused on levels of biological 

organization which encompass the essential processes, functions and interactions among 

organisms and their environment. It recognizes that humans, with their cultural diversity, are 

an integral component of ecosystems. 

Related term: Systems approach. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Ecosystem assessment: A social process through which the findings of science concerning 

the causes of ecosystem change, their consequences for human well-being and management 

and policy options are brought to bear on the needs of decision-makers. 

Related terms: Environment impact assessment. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Ecosystem assets: Spatial areas containing a combination of biotic and abiotic components 

and other characteristics that function together. They contain a specific combination of 

ecosystem characteristics (e.g., a tropical rain forest) or areas that contain a variety of 

combinations of ecosystem characteristics (e.g., a river basin containing wetlands, agriculture 

and settlements). However, these assets are distinguished from the various individual 

components that are contained within a spatial area; and from other ecosystem characteristics 

(e.g. biodiversity, resilience). 

Related terms: Natural capital. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank.2013. System of Environmental-Economic Accounting, White 

cover publication. 
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Ecosystem boundary : The spatial delimitation of an ecosystem, typically based on 

discontinuities in the distribution of organisms, the biophysical environment (soil types, 

drainage basins, depth in a water body) and the spatial interactions. 

Related term: Buffer zone. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Ecosystem capacity: Refers to the ability of a given ecosystem asset to generate a set of 

ecosystem services in a sustainable way into the future. While this general concept is very 

relevant to ecosystem assessment, definitive measurement of ecosystem capacity requires the 

selection of a particular basket of ecosystem services and in this regard measures of 

ecosystem capacity are more likely to relate to consideration of a range of alternative 

ecosystem use scenarios than to a single basket of ecosystem services.  

Related term: Ecosystem services. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Ecosystem degradation: The decline in an ecosystem asset over an accounting period due 

to economic and other human activities. It is generally reflected in declines in ecosystem 

condition or declines in expected ecosystem service flows. 

Related term: Depletion, Erosion. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Ecosystem enhancement: The increase and/or improvement in an ecosystem asset that is 

due to economic and other human activity. 

Related term: Conservation. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

Cover publication. 

Ecosystem health: A measure of the stability and sustainability of an ecosystem functioning 

or ecosystem services that depend on an ecosystem being active and maintaining its 

organization, autonomy, and resilience over time. 

Related terms: Ecological balance, Ecosystem stability. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Ecosystem interaction: Exchange of materials and energy among ecosystems. 
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Related terms: Energy flow, Nutrient cycling. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Ecosystem stability: A description of the dynamic properties of an ecosystem. An 

ecosystem is considered stable if it returns to its original state shortly after a perturbation 

(resilience), exhibits low temporal variability (constancy), or does not change dramatically in 

the face of a perturbation (resistance). 

Related terms:  Resilience, Ecological balance, Ecosystem health. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Ecosystem: A natural entity with distinct structures and relationships that interlink biotic 

communities (of plants and animals) to each other and link them to their abiotic environment. 

The study of an ecosystem provides a methodological basis for complex synthesis between 

organisms and their environment.  

Remark: A complex of ecosystems is constituted of many ecosystems and is characterized by 

a common origin or common dynamic processes. 

Related terms: Niche, Habitat. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Ecosystem services: The benefits people obtain from ecosystems. These include 

provisioning services such as food and water; regulating services such as flood and disease 

control; cultural services such as spiritual, recreational and cultural benefits and supporting 

services, such as the nutrient cycling that maintains the conditions for life on Earth. 

Related terms: Ecosystem capacity, Regulating services, Provisioning services, Supporting 

services, Cultural services. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Emergent property: A phenomenon that is not evident in the constituent parts of a system 

but that appears when they interact in the system as a whole. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Emission factor:  Average emission rate of a given greenhouse gas for a given source, 

relative to units of activity. 

Related terms: Greenhouse gas emissions. 

Source: United Nations.2014. United Nations Framework Convention on Climate Change. 

Energy flow: Involves the quantity of food energy entering the community through various 

trophic levels and the amount leaving it. It involves both the grazing food chain and the 
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detritus food chain. The introduction into the ecosystem of energy above the level that has 

evolved in nature results in pollution and disruption of nutrient cycles.  

Remarks: Nutrients are constantly being removed or added; adding more natural substances or 

synthetic materials than the ecosystem is able to handle upsets biogeochemical cycles. 

Related terms: Food chain, Biogeochemical cycle. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Environment impact assessment: A sequential set of activities designed to identify and 

predict the impacts of a proposed action on the bio-geophysical environment and on human 

health and well-being. Also, to interpret and communicate information about the impacts, 

including mitigation measures that are likely to eliminate risks.  

Related terms: Life cycle assessment, Environmental footprint. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Environmental accounting: Provides the conceptual framework for integrated statistics on 

the environment and its relationship with the economy, including the impacts of the economy 

on the environment and the contribution of the environment to the economy. A coherent set of 

indicators and descriptive statistics can be derived from the accounts that inform a wide range 

of policies, including, but not limited to, green economy/green growth, natural resource 

management and sustainable development.  

Related terms: Ecosystem accounting units, Natural capital. 

Source: Glossary of Environment Statistics. 1997. Studies in Methods, Series F, No. 67, 

United Nations, New York. 

Environmental and social responsibility: a concept whereby individuals or 

organizations consider the interests of society by taking responsibility for the impact of their 

activities on communities and the environment in all aspects of their operations.  

Related terms: Corporate social responsibility. 

Source: FAO. 2009. Organic Agriculture Glossary. 

Environmental asset accounts: Accounts that describe in physical or monetary units the 

stocks and changes in stocks of environmental asset. 

Related terms: Environmental profit and loss account. 

Source: United Nations. 2003. Handbook of National Accounting: Integrated Environmental 

and Economic Accounting Studies in Methods Glossary. New York. 

Environmental assets: Naturally occurring living and non-living components of the earth, 

together constituting the bio-physical environment, which may provide benefits to humanity. 
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Related terms: Ecosystem assets, Natural resources. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication.  

Environmental cost: Costs connected with the actual or potential deterioration of natural 

assets due to economic activities. Such costs can be viewed from two different perspectives, 

namely as: costs  associated with economic units actually or potentially causing 

environmental deterioration by their own activities; or as costs incurred by economic units 

independently of whether they have actually caused the environmental impacts.  

Related terms: Damage cost, Externalities. 

Source: United Nations. 1997. Glossary of Environment Statistics, Studies in Methods. New 

York. 

Environmental economics: An area of economics that studies the economic impact of 

environmental policies. It helps users design appropriate environmental policies and analyze 

the effects and merits of existing or proposed policies.  

Related terms: Ecometrics, Econometrics, Environmental statistics. 

Source: Jolly, C.M. & Clonts, H.A. 1993.  Economics of aquaculture. Food Products Press. 

New York. 

Environmental footprint: A measure of human demand on the Earth's ecosystems; it 

compares human demand with planet Earth's ecological capacity to regenerate it. It represents 

the amount of biologically productive land and sea area needed to regenerate the resources a 

human population consumes and to absorb and render harmless the corresponding waste, 

given prevailing technology and resource management practices. Using this assessment, it is 

possible to estimate how many planet Earths it would take to support humanity if everybody 

lived a given lifestyle.  

Remarks: While the ecological footprint term is widely used, methods of measurement vary. 

But calculation standards are now emerging to make results more comparable and consistent. 

Related terms: Life cycle assessment, Environment impact assessment. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Environmental profit and loss account: An organization’s monetary valuation and 

analysis of its environmental impacts including its operations and its supply chain. It 

internalizes externalities and monetizes the cost of business to nature by accounting for 

the ecosystem services a business depends on to operate in addition to the cost of direct and 

indirect negative impacts on the environment. The primary purpose of an E P&L is to allow 

managers and stakeholders to see the magnitude of these impacts and where in the supply 

chain they occur. 

http://en.wikipedia.org/wiki/Supply_chain
http://en.wikipedia.org/wiki/Ecosystem_services
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Related term: Environmental accounting. 

Source: PUMA, 2010, PUMA’s Environmental Profit and Loss Account. 

Environmental statistics: Statistics that describe the state and trends of the environment, 

covering the media of the natural environment (air/climate, water, land/soil), the biota within 

the media, and human settlements. 

Related terms: Econometrics, Ecometrics. 

Source: United Nations. 1997. Glossary of Environment Statistics, Studies in Methods, Series 

F, No. 67. New York. 

Environmental value: The value to people from environmental goods and services. Where 

no market price exists, it can be estimated in monetary terms by using environmental 

valuation methods. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Related term: Environmental cost. 

Equilibrium model: Equates supply and demand in one or more markets so that the markets 

meet at their equilibrium price levels. The model does not include all production and 

consumption accounts in an economy nor does it attempt to capture all of the economy's 

markets and prices. It allows the analyst to trace the impact of changes in one market on other 

markets, but it only captures such changes in the markets as are included in the model.  

Related term: Mass flow model. 

Source: Poverty and Social Impact Analysis. 2006. World Bank. 

Equivalent variation: A measure of how much more money a consumer would pay before 

a price increase to avoid the price increase. 

Related term: Compensating variation, Willingness-to-pay. 

Source: Mas-Colell, A., Whinston, M and Green, J. 1995 .Microeconomic Theory. Oxford 

University Press. New York. 

Erosion: The process of removal and transport of soil and rock by weathering, mass wasting, 

and the action of streams, glaciers, waves, winds, and underground water. 

Related term:  Ecosystem degradation. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 
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Exchange value: Reflects the actual revenue for all quantities of a product that are 

transacted. It assumes that all purchasers pay (and producers receive) the same price on 

average, and hence excludes consumer surplus. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Expected ecosystem service flow: An aggregate measure of future ecosystem service 

flows from an ecosystem asset for a given basket of ecosystem services. In general terms the 

measure of expected ecosystem service flows is an assessment of the capacity of an 

ecosystem asset to generate ecosystem services in the future. Thus the measure is not 

necessarily reflective of sustainable or optimal scenarios of future ecosystem asset use. 

Related terms: Ecosystem services.  

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations ,World Bank. 2013. System Of Environmental-Economic Accounting, White 

cover publication. 

Externalities: An uncompensated provision of an ecosystem service (positive externality) or 

an un-penalized negative effect on the delivery of an ecosystem service (negative externality). 

An outside force, such as an environmental benefit or cost, not included in the market price of 

the goods and services being produced; i.e. costs not borne by those who occasion them, and 

benefits not paid for by the recipients. Some economists suggest that externalities should be 

internalized, if they are known to have a significant effect on the demand or cost structure of a 

product, that is, corrections should be made, to allow for externalities when calculating 

marginal cost. Marginal cost thus becomes a social opportunity cost, or true cost. 

Related terms: Environmental cost, Social cost. 

Source: FAO. 2009. Organic Agriculture Glossary.  

Externalization: A socio-economical term describing how a business maximizes its profits 

by off-loading indirect costs and forcing negative effects to a third party. 

Related term: Internalization. 

Source: Budny, R; Winfree, R. ". 1999. Some Simple Arguments about Cost Externalization 

and its Relevance to the Price of Fusion Energy. Office of Scientific and Technical 

Information. 

F 

Farm gate price: A basic price with the farm gate as the pricing point, that is, the price of 

the product available at the farm, excluding any separately billed transport or delivery charge. 

Related terms: Basic price, Direct cost. 

http://www.osti.gov/bridge/product.biblio.jsp?osti_id=12125
http://www.osti.gov/bridge/product.biblio.jsp?osti_id=12125
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Source: FAO, 2010. Organic Agriculture Glossary. 

Fair price: In anti-dumping cases, the price to which the export price is compared, which is 

either the price charged in the exporter's own domestic market or some measure of their cost, 

both adjusted to include any transportation cost and tariff needed to enter the importing 

country's market. A fair price should not only cover cost of production but also make socially 

just and environmentally sound production possible. 

Related term: Fair trade. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Fair trade: A trading partnership, based on dialogue, transparency and respect, which seeks 

greater equity in international trade. It contributes to sustainable development by offering 

better trading conditions to, and securing the rights of, marginalized producers and workers. 

Related term: Fair price.  

Source: FAO, 2010. Organic Agriculture Glossary. 

Financial accounting: A field of accounting that treats money as a means of 

measuring economic performance instead of as a factor of production. It encompasses the 

entire system of monitoring and control of money as it flows in and out of an organization 

as assets and liabilities, and revenues and expenses. Financial accounting gathers and 

summarizes financial data to prepare financial reports such as balance sheet and income 

statement for the organization’s management, investors, lenders suppliers, tax authorities and 

other stakeholders. 

Related terms: Balancing item, Accounting metrics.  

Source: Paul H. Walgenbach, Norman E. Dittrich and Ernest I. Hanson. 1973. Financial 

Accounting, Harcourt Brace Javonovich, Inc. New York. 

Financial assets: Entities over which ownership rights are enforced by institutional units, 

individually or collectively and from which economic benefits may be derived by their 

owners by holding them, or using them over a period of time. 

Related terms: Capital assets, Economic unit. 

Source: Reimund Mink. 2006. Classification and terminology of financial assets and 

liabilities in the updated SNA. European Central Bank. 

Food chain: The sequence of transfers of matter and energy in the form of food from 

organism to organism. 

Related term: Food system. 

Source: Encyclopaedia Britannica. 2014. 

http://www.businessdictionary.com/definition/field.html
http://www.businessdictionary.com/definition/accounting.html
http://www.businessdictionary.com/definition/money.html
http://www.businessdictionary.com/definition/mean.html
http://www.businessdictionary.com/definition/economic-performance.html
http://www.businessdictionary.com/definition/factor.html
http://www.businessdictionary.com/definition/production.html
http://www.businessdictionary.com/definition/system.html
http://www.businessdictionary.com/definition/monitoring.html
http://www.businessdictionary.com/definition/control.html
http://www.businessdictionary.com/definition/flow.html
http://www.businessdictionary.com/definition/asset.html
http://www.businessdictionary.com/definition/liability.html
http://www.businessdictionary.com/definition/revenue.html
http://www.businessdictionary.com/definition/data.html
http://www.businessdictionary.com/definition/prepare.html
http://www.businessdictionary.com/definition/financial-report.html
http://www.businessdictionary.com/definition/balance-sheet.html
http://www.businessdictionary.com/definition/income-statement.html
http://www.businessdictionary.com/definition/income-statement.html
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Food system: Encompass activities related to the production, processing, distribution, 

preparation and consumption of food. The outcomes of these activities contributing to food 

security (i.e. food availability, with elements related to production, distribution and exchange; 

food access, with elements related to affordability, allocation and preference; and food use, 

with elements related to nutritional value, social value and food safety). The outcomes also 

contribute to environmental and other securities. 

Related term: Food chain. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Foregone earnings: The difference in earnings or performance between what is actually 

achieved and what could have been achieved with the absence of specific fees, expenses or 

lost time. They represent the investment capital that the investor spent on investment fees. 

The assumption is that if the investor had been exposed to lower fees, he would have 

generated a better return.  

Related term: Opportunity cost. 

Source: Investopedia. 2012. Definition of Foregone earnings.  

Functional biodiversity: Functions found in ecosystems, resulting from interactions 

between living organisms, their diversity and the ecosystem functions provided by the 

biological community. While the physical and chemical processes contributing to ecosystem 

functioning can be measured relatively easily such measures do not tell much about the 

complex biological and physical interactions that drive the ecosystem processes. The two 

main areas where the effects of biodiversity on ecosystem function have been studied are the 

relationship between diversity and productivity and the relationship between diversity and 

community stability. More biologically diverse communities appear to be more productive 

than are less diverse communities, and they appear to be more stable in the face of 

perturbations. 

Related terms: Ecosystem interactions, Biodiversity. 

Source: FAO, 2010. Organic Agriculture Glossary. 

G 

Generally Accepted Accounting Principles (GAAP): The common set of accounting 

principles, standards and procedures that companies use to compile their financial statements. 

GAAP are a combination of authoritative standards (set by policy boards) and accepted ways 

of recording and reporting accounting information. 

Source:  Canadian Institute of Chartered Accountants. 2008. AcSB Confirms Changeover 

Date to IFRSs. 

http://en.wikipedia.org/wiki/Canadian_Institute_of_Chartered_Accountants
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Greenhouse gas emissions: Gaseous constituents of the atmosphere, both natural and 

anthropogenic, that absorb and emit radiation at specific wavelengths within the spectrum of 

infrared radiation emitted by the Earth’s surface, the atmosphere and clouds. This property 

causes the greenhouse effect. 

Related terms: Emission factor, Greenhouse effect. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Greenhouse effect: The trapping of the sun's warmth in a planet's lower atmosphere, due to 

the greater transparency of the atmosphere to visible radiation from the sun than to infrared 

radiation emitted from the planet's surface. 

Related terms: Greenhouse gas emissions. 

Source: Oxford University Press, 1999, Peter Moles and Nicolas Terry, New York. 

Gross fixed capital: Measured by the total value of a producer’s acquisitions, less disposals 

of fixed assets during the accounting period, plus certain specified expenditure on services 

that adds to the value of non-produced assets. 

Related terms: Net worth. 

Source: OECD. 2013.  Glossary of Statistical Terms. 

Gross national income:  Comprises the total value of goods and services produced within a 

country (gross domestic product), together with the income received from other countries 

(notably interest and dividends), and less similar payments made to other countries.  

Related terms: Gross domestic product. 

Source:  Australian Bureau of Statistics. 2009. Concepts, Sources and Methods, Chap. 4, 

"Economic concepts and the national accounts", "Production", "The production boundary".  

Gross domestic product: An aggregate measure of production equal to the sum of the gross 

values added of all resident institutional units engaged in production (plus any taxes, and 

minus any subsidies, on products not included in the value of their outputs). The sum of the 

final uses of goods and services (all uses except intermediate consumption) measured in 

purchasers' prices, less the value of imports of goods and services, or the sum of primary 

incomes distributed by resident producer units.  

Related terms:  Gross national income. 

Source: OECD. 2013.  Glossary of Statistical Terms. 

Gross value-added: The difference between the output value and raw material input costs 

for a sector or product. 

Source: FAO, 2010. Organic Agriculture Glossary. 

http://stats.oecd.org/glossary/detail.asp?ID=1755
http://stats.oecd.org/glossary/detail.asp?ID=1755
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H 

Habitat: The particular environment or place where an organism or a species tends to live; a 

more locally circumscribed portion of the total environment. 

Related terms: Ecosystem, Niche. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Habitat fragmentation: Set of mechanisms leading to the discontinuity in the spatial 

distribution of resources and conditions present in an area at a given scale that affects 

occupancy, reproduction, and survival in a particular species. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Health cost: Adverse health conditions impact directly on the quality of life of the individual 

and indirectly on the quality of life family members. Health will have economic costs in the 

form of loss in human capital, gross domestic product and increases in health care 

expenditures.  

Related terms: Social cost. 

Source: Scialabba, Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome. 

Hedonic pricing: Economic valuation methods that use statistical techniques to breakdown 

the price paid for goods and services into the implicit prices for each of their attributes, 

including environmental attributes such as access to recreation or clean air. Thus, the price of 

a home may be broken down to see how much the buyers were willing to pay for a home in a 

neighborhood with cleaner air. 

 Related terms: Surrogate market. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Human capital:  The skills, knowledge, ability to labor and good health important for the 

successful pursuit of different livelihood strategies. 

Related terms: Intellectual capital, Social capital. 

Source: FAO. 2008. FAO Fisheries and Aquaculture Department. 

I 

Impact: Possible adverse effect caused by a development, industrial or infrastructural project, 

or by the release of a substance in the environment. 
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Source: FAO, 2010. Organic Agriculture Glossary. 

Indirect cost:  Set of expenses that is not directly traceable to an activity. 

Related term: Direct cost. 

Source:  Kinney&Raiborn. 2011. Cost Accounting, foundation and evolutions. 

Indirect use value: The benefits derived from the goods and services provided by an 

ecosystem that are used indirectly by an economic agent. For example, an agent at some 

distance from an ecosystem may derive benefits from drinking water that has been purified as 

it passed through the ecosystem. 

Related terms: Direct use value. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Integrated reporting: Provides a framework for a strategic evaluation and reporting of 

material sustainability risks and opportunities and their pertinence to a company’s business 

planning and financial results. 

Source: Peter DeSimone. 2013. Integrated Financial and Sustainability Reporting in the 

United States, Investor Responsibility Research Center Institute, Washington, DC. 

Intellectual capital: Collective knowledge of the individuals in a society. This knowledge 

can be used to produce wealth, multiply output of physical assets, gain competitive advantage, 

and  to enhance value of other types of capital.  

Related terms: Human capital, Social capital. 

Source: Web Finance. 2014. Business dictionary. 

Internal rate of return (IRR): The discount rate used in capital budgeting that makes the 

net present value of all cash flows from a particular project equal to zero.  The higher a 

project's internal rate of return, the more desirable it is to undertake the project. 

Related term: Discount rate. 

Source:  Moten, J. and Thron C. 2013. Improvements on Secant Method for Estimating 

Internal Rate of Return, International Journal of Applied Mathematics and Statistics. 

Internalization: The incorporation of negative external effects, notably environmental 

depletion and degradation, into the budgets of households and enterprises by means of 

economic instruments, including fiscal measures and other incentives. 

Related term: Externalization. 

Source: United Nations. 1997. Glossary of Environment Statistics, Studies in Methods, Series 

F, No. 67. New York. 

http://www.businessdictionary.com/definition/knowledge.html
http://www.businessdictionary.com/definition/individual.html
http://www.businessdictionary.com/definition/produce.html
http://www.businessdictionary.com/definition/wealth.html
http://www.businessdictionary.com/definition/output.html
http://www.businessdictionary.com/definition/physical-asset.html
http://www.businessdictionary.com/definition/gain.html
http://www.businessdictionary.com/definition/competitive-advantage.html
http://www.businessdictionary.com/definition/value.html
http://www.businessdictionary.com/definition/type.html
http://www.businessdictionary.com/definition/capital.html
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Intrinsic value: The value of someone or something in and for itself, irrespective of its 

utility for someone else. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture.  

Irreversibility: The quality of being impossible or difficult to return to, or to restore to, a 

former condition. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

L 

Land conversion: Converting an area to another use, such as converting forest area or 

wetlands into agricultural land or urban area. 

Related term: Land-use change. 

Source: FAO, 2010. Organic Agriculture Glossary.  

Land use: The total of arrangements, activities, and inputs undertaken in a certain land cover 

type (a set of human actions). The social and economic purposes for which land is managed 

(e.g., grazing, timber extraction, and conservation). 

Related term: Land conversion. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Landscape: An area of land that contains a mosaic of ecosystems, including human-

dominated ecosystems. 

Remarks: The term cultural landscape is often used when referring to landscapes containing 

significant human populations. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Land-use change: A change in the use or management of land by humans, which may lead 

to a change in land cover. 

Related terms: Land conversion.  

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Life cycle assessment: Compilation and evaluation of inputs, outputs and potential 

environmental impacts of a product system throughout the consecutive and interlinked stages 

of a product system, from raw material acquisition or generation of natural resources to end-

of-life.  

Related terms: Life cycle costing, Environmental footprint, Environmental impact assessment. 



 

 

35 

 

Source: World Resources Institute and World Business Council for Sustainable Development. 

2011.Product Life Cycle Accounting and Reporting Standard, Greenhouse Gas Protocol. 

Life cycle costing:  A method of economic analysis for all costs related to product and 

services throughout the entire life cycle. Traditionally it takes into account mainly investment, 

operation, maintenance and end of life disposal costs. Including the environmental impacts 

expressed in monetary terms that may come from the life cycle assessment. 

Related terms: Life cycle assessment. 

Source: Sieglinde Fuller. 2010. Life-Cycle Cost Analysis .National Institute of Standards and 

Technology . 

M 

Manufactured capital:  What is traditionally considered as capital: produced assets that are 

used to produce other goods and services.  

Remarks: Some examples are machines, tools, buildings and infrastructure. 

Related terms: Capital formation, Social capital. 

Source: SRDTOOLS. 2005. Methods and tools for evaluating the impact of cohesion policies 

on sustainable regional development. 

Marginal damage cost: Incremental (derivative) change in damage incurred by increasing 

levels of risk or decreasing levels of prevention with respect to some kind of harmful activity. 

Related terms: Damage cost. 

Source: Vijaya Sharma Ph.D. 2001. Environmental Economics. University of Colorado. 

Market opportunities:  A potentially favorable condition in which a business can capitalize 

on a changing trend or an increasing demand for a product by a demographic group that has 

yet to be recognized by its competitors. For a market opportunity to exist, an organization 

must be able to identify who its potential customers are, the specific needs that need to be 

met, the size of the market, and its capacity to capture market share. 

Source:  Web Finance.2010. Definition of market opportunities. Investor words. 

Market price: The amount of money that willing buyers pay to acquire goods, services or 

assets from willing sellers. 

Related term: Basic price. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations,World Bank.2013. System of Environmental-Economic Accounting, White 

cover publication. 

http://www.nist.gov/index.html
http://www.nist.gov/index.html
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Market proxy: An overall market’s broad representation. To simplify studies requiring a 

market variable, statistic, or comparison, one uses a market proxy, a broad representation. It 

will only represent a small part of the overall market for all risky assets. 

Source: Black's Law Dictionary Free 2nd Ed. 2010. What is market proxy?  

Mass flow model: A group of models that capture mass flows and other physical flows 

(energy, nutrients, etc.) in environmental, industrial or societal systems. Afterwards comes the 

analysis of physical inputs to and outputs from each part of those systems. These physical 

flows are determined by physical and technical processes and equations. Mass flow models do 

not address economic dynamics that relates to supply, demand and prices of goods and 

services. 

Related terms: Equilibrium model. 

Source: Dennis M. King and Marisa J. Mazzotta, 2000, Ecosystem Evaluation. US 

Department of Agriculture Natural Resources Conservation Service and National 

Oceanographic and Atmospheric Administration. University of Maryland, USA. 

Monetization: To give monetary value to an object. From the environmental point of view, 

externalities, weather positive or negative need to be accounted in monetary value to know 

their impact on the economic and social aspects.  

Related terms: Financial accounting. 

Source: Frederic S. Mishkin. 2004. The Economics of Money, Banking, and the Financial 

Markets 7ed. Published by Pearson Addison Wesley, Upper Saddle River, NJ. 

N 

Natural capital: The finite stock of natural assets (air, water, land, habitats) from which 

goods and services flow to benefit society and the economy. It is made up of ecosystems 

(providing renewable resources and services), and non-renewable deposits of fossil fuels and 

minerals. 

Related terms: Environmental assets, Ecosystem assets, Natural resources, Natural capital 

accounting. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Natural capital accounting: Accounts for resources that are easily recognized and 

measured such as minerals and energy, forest timber, agricultural land, fisheries and water. It 

also includes ecosystems producing services that are often ‘invisible’ to most people such as 

air and water filtration, flood protection, carbon storage, pollination for crops and habitat for 

fisheries and wildlife. However, it is not known how much they contribute to the economy 

and livelihoods because these values are not readily captured in markets.   

Related terms: Environmental accounting. 

http://thelawdictionary.org/representation/
http://thelawdictionary.org/
http://thelawdictionary.org/market-proxy/#ixzz3Balgoq25
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Source: Costanza, Robert. 1997. The Value of the World’s Ecosystem Services and Natural 

Capital.  

Natural resources: Any portion of the natural environment, such as air, water, soil, 

botanical and zoological resources and minerals. A renewable resource can potentially last 

indefinitely without reducing the available supply because it is replaced through natural 

processes or because it recycles rapidly as water does. Non-renewable resources such as coal 

and oil may eventually be replaced by natural processes but these processes occur over long 

periods of geologic time rather than within the time-frame of current generations, and their 

consumption necessarily involves their depletion. 

Related terms: Natural capital, Ecosystem assets. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank.2013. System of Environmental-Economic Accounting, White 

cover publication. 

Negative externalities: Occurs when a product or decision costs the society more than 

its private cost. It is generally viewed as a failure of the market because the level 

of consumption or production of the product is higher than what the society requires. 

Related terms: Externalities, Societal cost. 

Source:  J.J. Laffont. 2008. Externalities. The New Palgrave Dictionary of Economics, 2nd 

Ed. Abstract. 

Net present value: The present value of an investment's expected cash inflows, minus the 

costs of acquiring the investment.   

Related terms:  Time value, Capital value. 

Source:   Terry, J.V. 1990. Dictionary for Business and Finance, Second Edition. The 

University of Arkansas Press. Fayetteville. 

Net worth: The value of all the assets owned by an institutional unit or sector, less the value 

of all its outstanding liabilities.  

Related terms: Capital assets. 

Source: International monetary fund. 2008. System of national accounts. United Nations and 

World Bank. 

Niche: All of the interactions of a species with the other members of its community, 

including competition, predation, parasitism, and mutualism. A variety of abiotic factors, such 

as soil type and climate, also define a species’ niche. Each of the various species that 

constitute a community occupies its own ecological niche. 

Related terms: Habitat. 

http://www.businessdictionary.com/definition/product.html
http://www.businessdictionary.com/definition/decision.html
http://www.businessdictionary.com/definition/costs.html
http://www.businessdictionary.com/definition/private-cost.html
http://www.businessdictionary.com/definition/failure.html
http://www.businessdictionary.com/definition/market.html
http://www.businessdictionary.com/definition/consumption.html
http://www.businessdictionary.com/definition/production.html
http://en.wikipedia.org/wiki/Jean-Jacques_Laffont
http://en.wikipedia.org/wiki/The_New_Palgrave_Dictionary_of_Economics
http://www.dictionaryofeconomics.com/article?id=pde2008_E000200&q=externality&topicid=&result_number=9
http://www.investinganswers.com/financial-dictionary/stock-valuation/present-value-926
http://www.investinganswers.com/financial-dictionary/investing/investment-4904
http://www.investinganswers.com/financial-dictionary/businesses-corporations/cash-5011
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Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Non-point source of pollution: Pollution sources that are diffused and without a single 

point of origin or not introduced into a receiving stream from a specific outlet. The pollutants 

are generally carried off the land by storm water run- off. The commonly used categories for 

non-point sources are agriculture, forestry, urban areas, mining, construction, dams and 

channels, land disposal and saltwater intrusion. 

Source: Glossary of Environment Statistics. 1997. Studies in Methods, Series F, No. 67, 

United Nations. New York. 

Nutrient cycling: When inorganic nutrients move through soil, living organisms, air and 

water. In agriculture, it refers to the return of nutrients absorbed by plants from the soil, back 

to the soil. Nutrient cycling can take place through leaf fall, root exudation (secretion), residue 

recycling, and incorporation of green manure. 

Related terms: Biogeochemical cycle. 

Source: FAO, 2010. Organic Agriculture Glossary. 

O 

Opportunity cost: The benefits forgone by undertaking one activity instead of another. 

Related terms: Foregone earnings. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Option value: The value of preserving the option use services in the future by oneself or by 

others or heirs. Quasi-option value represents the value of avoiding irreversible decisions until 

new information reveals whether certain ecosystem services have values society is not 

currently aware of. 

Related terms: Bequest value. 

Source: FAO. 2007.  State of the World's Animal Genetic Resources for Food and 

Agriculture. 

P 

Participatory approach: The process through which stakeholders’ influence and share 

control over priority setting, policy-making, resource allocations and access to public goods 

and services. 

Related terms: Beneficiary approach. 

Source: Shashikant Nishant Sharma. 2014. Participatory in Plan Preparation. 
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Payback period: The time required for estimated future net cash receipts to equal the initial 

cash outlay for a project.  

Source: Baker, Samuel L. 2000. Perils of the Internal Rate of Return. 

Payments for ecosystem services: Generally defined as voluntary and conditional 

transactions over well-defined ecosystem services between at least one supplier and one user. 

Related terms: Rewards of environmental services, Compensation for environmental services. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Positive externalities: Benefits caused by transactions that affect uninvolved parties who 

did not choose to incur that benefit.  

Remarks: A practical example is a person who keeps bees for his own enjoyment benefits 

gardeners surrounding the area, because their flowers are being pollinated.  

Related terms: Externalities. 

Source: Boundless. 2010. Boundless economic textbook: market failure externalities. 

Preventive expenditure: Method to estimate cost of pollution based on what people are 

ready to spend to prevent the damage of the environment. 

Related terms: Avoidance costs, Defensive expenditure approach. 

Source: Baltic University. 2003. Glossary of environmental science.  

Precautionary principle: States that if an action or policy has a suspected risk of causing 

harm to the public or to the environment in the absence of scientific consensus that the action 

or policy is harmful. The burden of proof that it is not harmful falls on those taking an action. 

The principle is used by policy makers to justify discretionary decisions in situations where 

there is the possibility of harm from taking a particular course or making a certain decision 

when extensive scientific knowledge on the matter is lacking. It implies that there is a social 

responsibility to protect the public from exposure to harm, when scientific investigation has 

found a plausible risk. These protections can be relaxed only if further scientific findings 

emerge that provide sound evidence that no harm will result. 

Related terms: Preventive expenditure. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Price: The quantity of payment or compensation given by one party to another in return 

for goods or services. 

Related: Value, Cost. 

http://sambaker.com/econ/invest/invest.html
http://en.wikipedia.org/wiki/Social_responsibility
http://en.wikipedia.org/wiki/Social_responsibility
http://en.wikipedia.org/wiki/Quantity
http://en.wikipedia.org/wiki/Payment
http://en.wikipedia.org/wiki/Financial_compensation
http://en.wikipedia.org/wiki/Party_(law)
http://en.wikipedia.org/wiki/Good_(economics)
http://en.wikipedia.org/wiki/Service_(economics)
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Source: Wild. 2103. Fundamentals of accounting principles, Volume 1. Content Technologies 

and cram 101 Publishing.  

Price volatility: Indicates how much and how quickly a value changes over time. It 

connotes two principal concepts: variability and uncertainty; the former describing overall 

movement and the latter referring to movement that is unpredictable. 

Related term: Uncertainty. 

Source: FAO. 2010. Price Volatility in Agricultural Markets. 

Primary cost: Felt by the individual in terms of direct impacts on quality of life or well-

being. 

Related term: Secondary cost. 

Source: Collins English Dictionary 5th Edition. 2000. HarperCollins Publishers. 

Procurement: The overarching function that describes the activities and processes to 

acquire goods and services. Importantly, and distinct from “purchasing”, procurement 

involves the activities involved in establishing fundamental requirements, sourcing activities 

such as market research and vendor evaluation and negotiation of contracts. It can also 

include the purchasing activities required to order and receive goods. 

Related term: Sourcing. 

Source: Shaw, Felecia N.  2010. The Power to Procure: A Look inside the City of Austin 

Procurement Program. Texas State University, San Marcos. 

Producer surplus: The amount that producers benefit by selling at a market price that is 

higher than the least that they would be willing to sell for, which is a function of their 

production costs.  

Related term: Consumer surplus. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Productivity method: Used to estimate the economic value of ecosystem products or 

services that contribute to the production of commercially marketed goods.  It is applied in 

cases where the products or services of an ecosystem are used, along with other inputs, to 

produce a marketed good. 

Remark: Water quality affects the productivity of irrigated agricultural crops, or the costs of 

purifying municipal drinking water.  Thus, the economic benefits of improved water quality 

can be measured by the increased revenues from greater agricultural productivity, or the 

decreased costs of providing clean drinking water. 
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Source: Dennis M.King and Marisa J. Mazzotta. 2000. Ecosystem Evaluation. US Department 

of Agriculture Natural Resources Conservation Service and National Oceanographic and 

Atmospheric Administration. University of Maryland, USA. 

Provisioning services: Reflect contributions to the benefits produced by or in the 

ecosystem. 

Remarks: For example a fish, or a plant with pharmaceutical properties.  

Related term: Ecosystem services. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

R 

Regulating services:  Result from the capacity of ecosystems to regulate climate, 

hydrological and bio-chemical cycles, earth surface processes, and a variety of biological 

processes.  

Related term: Ecosystem services. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting, White 

cover publication. 

Remedial cost: Cost incurred to remove pollution or contaminants from the environment 

such as soil, groundwater and sediment. 

Related terms: Replacement cost. 

Source: The McGraw-hill Book Company, The McGraw-Hill dictionary of modern 

economics 3
rd

 edition. 

Replacement cost:  The cost of replacing an asset, in case it is damaged or destroyed.  

Remarks: The replacement changes according to the market value of the asset. 

Related term: Remedial cost. 

Source: Farlex Financial Dictionary. 2012. Definition of replacement cost. Farlex, Inc.  

Resilience: The ability of an ecosystem to withstand change or, when changed, to develop 

forces leading back to the original condition. Assessed by examining factors such as 

population fluctuations, resistance to disturbance, speed of recovery after disturbance and 

persistence of community composition.  
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Remarks: While resilience refers to the ability of the system to recover from a change, 

ecological stability expresses the resistance of an ecosystem against change. 

Related terms: Ecosystem stability. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Rewards of environmental services (RES): Inducements provided to ecosystem stewards 

to enhance or continue to maintain environmental services. 

Related terms: Payments for ecosystem services, Compensation for environmental services. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Risk: The probability or probability distribution of an event or the product of the magnitude 

of an event and the probability of its occurrence. 

Related terms: Uncertainty. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Risk mitigation: The process by which an organization introduces specific measures to 

minimize or eliminate unacceptable risks associated with its operations.  

Remarks: Risk mitigation measures can be directed towards reducing the severity of risk 

consequences, reducing the probability of the risk materializing, or reducing the  

organization’s exposure to the risk.  

Related terms: Defensive expenditure approach, Risk. 

Source: Investorword. 2010. Definition of risk mitigation. 

S 

Secondary cost: Felt more widely by society as a whole, such as increased health 

expenditures (medical services, medication, etc.) due to adverse health effects. 

Related terms: Societal cost. 

Source: Collins English Dictionary 5th Edition. 2000. HarperCollins Publishers. 

Social capital: Social resources (networks, social claims, social relations organizations, etc.) 

upon which people draw in the pursuit of livelihoods. 

Related terms: Human capital, Intellectual capital. 

Source: Carney, D. (Ed). 1998. Sustainable Rural Livelihoods: What Contribution Can We 

Make?  London: Department for International Development. 

http://www.investorwords.com/10086/introduce.html
http://www.investorwords.com/9563/eliminate.html
http://www.investorwords.com/11373/unacceptable.html
http://www.investorwords.com/4292/risk.html
http://www.investorwords.com/3467/operation.html
http://www.investorwords.com/16109/probability.html
http://www.investorwords.com/3504/organization.html
http://www.investorwords.com/1855/exposure.html
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Social cost: The costs that occur to society as a result of the production and consumption of 

goods and services. The social costs of interest to environmental economics are pollutants and 

other forms of environmental degradation that are the by-products of production and 

consumption activities of society. 

Related term: Externalities, Societal cost. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Social cost-benefit analysis: A systematic and cohesive economic tool to survey all the 

impacts caused by an urban development project. It comprises not just the financial effects 

(investment costs, direct benefits like tax and fees, et cetera), but all the social effects, like: 

pollution, safety, indirect market and legal aspects. The main aim of a social cost-benefit 

analysis is to attach a price to as many effects as possible in order to uniformly weigh the 

above-mentioned heterogeneous effects. As a result, these prices reflect the value a society 

attaches to the caused effects, enabling the decision maker to form a statement about the net 

social welfare effects of a project. 

Related term:  Societal cost. 

Source: Ashenfelter, O. 2006.  Measuring the Value of a Statistical Life: Problems and 

Prospects. NBER Working Paper Series. 

Social welfare: A collection of measures to improve or protect human capital, ranging from 

labor market interventions, publicly mandated unemployment or old-age insurance to targeted 

income support. Social protection interventions assist individuals, households, and 

communities to better manage the income risks that leave people vulnerable.  

Related term: Welfare economic value. 

Source: Ruslan Yemstov. 2013. The World Bank and social protection overview. World 

Bank.  

Societal cost: Societal costs refer to the costs that affect individuals, society and the 

environment for which the entity causing/generating this adverse impact does not pay for. 

Related term: Social cost. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Species abundance: A measure of the absolute number of a particular species in an area. 

Related term: Species richness, Biodiversity.  

Source: FAO, 2010. Organic Agriculture Glossary. 

Species richness: A measure of the number of different species in an area. 

Related term: Species abundance, Biodiversity.  

http://securipedia.eu/mediawiki/index.php/Economic_tools
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Source: FAO, 2010. Organic Agriculture Glossary. 

Strategic sourcing: A systematic and fact‐based approach for optimizing an organization's 

supply base and improving the overall value proposition. 

Related term: Procurement. 

Source: Daniel Beimborn, 2008, Cooperative sourcing: Simulation studies and empirical data 

on outsourcing coalitions in the banking industry. Gabler, Wiesbaden. 

Subsidy: A benefit given by the government to groups or individuals usually in the form of a 

cash payment or tax reduction. The subsidy is usually given to remove some type of burden 

and is often considered to be in the interest of the public.  

Related terms: Economic policy instrument.  

Source: Investopedia. 2012. Definition of Subsidy. 

Sourcing: Refers to a number of procurement practices, aimed at finding, evaluating and 

engaging suppliers of goods and services.  

Related terms:  Strategic sourcing, Procurement. 

Source: Supply times. 2006. Definition of sourcing. Emedia communications. 

Supply chain: The network created amongst different companies producing, handling and 

distributing a specific product. It encompasses the steps it takes to get a good or service from 

the supplier to the customer.  

Remarks: Supply chain management is a crucial process for many companies, and many 

companies strive to have the most optimized supply chain, because it usually translates to 

lower costs for the company.  

Related term: Value chain. 

Source: Oliver, R. K, Webber, M. D. 1992. Supply chain management: logistics catches up 

with strategy. Logistics: The Strategic Issues. London. 

Supporting services: Ecosystem services that are necessary for the production of all other 

ecosystem services.  

Remark: Some examples include biomass production, production of atmospheric oxygen, soil 

formation and retention, nutrient cycling, water cycling, and provisioning of habitat. 

Related term: Ecosystem services.  

Source: Millennium Ecosystem Assessment. 2005. Ecosystems and Human Well-Being: 

Synthesis. Island Press, Washington. 

http://en.wikipedia.org/wiki/Procurement
http://en.wikipedia.org/wiki/Supply_chain
http://en.wikipedia.org/wiki/Good_(economics)
http://en.wikipedia.org/wiki/Service_(economics)
http://en.wikipedia.org/wiki/Island_Press
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Surrogate market: In the absence of a market, information can be drawn from related 

marketed goods to determine the use value of the non-marketed goods. The consumer 

behavior toward marketed goods reveals consumer’s preferences.  

Related term: Hedonic pricing. 

Source: Wallpak Polasub. 2008. The Economic Valuation of the Goods and Services of 

Coastal Habitats. Economic valuation based on surrogate market. Samut Songkram. Thailand. 

Sustainability: A characteristic or state whereby the needs of the present and local 

population can be met without compromising the ability of future generations or populations 

in other locations to meet their needs. 

Related term: Sustainable development. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Sustainable development: Development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs. 

Related term: Sustainability. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Systems approach: The consideration of different interacting parts of a distinct entity (i.e. 

system).  

Remarks: In a food system, this involves the integration of all bio-physical and socio-political 

variables involved in the performance of the system. 

Related term: Ecosystem approach. 

Source: FAO, 2010 .Organic Agriculture Glossary. 

T 

Terminal cost: Costs that can and should be anticipated during the production periods prior 

to closure of an operating asset. 

Related term: Decommissioning cost. 

Source:  Farlex Financial Dictionary. 2012. Farlex, Inc. 

Threshold: A point or level at which new properties emerge in an ecological, economic, or 

other system, invalidating predictions based on mathematical relationships that apply at lower 

levels.  

Remarks: For example, species diversity of a landscape may decline steadily with increasing 

habitat degradation to a certain point and then fall sharply after a critical threshold of 

degradation is reached. Human behavior, especially at group levels, sometimes exhibits 
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threshold effects. Thresholds at which irreversible changes occur are especially of concern to 

decision-makers. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Time value: Value added to a good or service by passage of time or by virtue of it being 

available at the time it was desired or required. 

Source: WebFinance. 2014. Business dictionary.  

Total economic value framework: A widely used framework to disaggregate the 

components of utilitarian value, including direct and indirect use value, option value, quasi-

option value and existence value. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Trade-off: The value of something that has to be given up in order to get something else that 

is desired (e.g. the environmental cost incurred to obtain economic development).  

Remarks: Sustainability can be evaluated by the sum of the various social, economic and 

natural resources where the degrees of use, exchange and trading among resources will vary 

according to the values given to each. Trade-off patterns are therefore determined by the 

different properties of a system and their importance to different groups. The understanding of 

social dynamics and resource-use systems and the evaluation of related trade-offs, in terms of 

equity, productivity, resilience and environmental stability, are useful to envision alternative 

development scenarios. 

Related term: Opportunity cost. 

Source: Scialabba, Nadia (ed.). 1998. Integrated coastal area management and agriculture, 

forestry and fisheries. FAO Guidelines. Environment and Natural Resources Service, FAO, 

Rome  

Travel cost method: Economic valuation techniques that use observed costs to travel to a 

destination to derive demand functions for that destination. Developed to value the 

recreational use of protected areas, they have limited applicability outside this context. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

U 

Uncertainty: An expression of the degree to which a future condition is unknown.  

Related terms: Risk, Price volatility. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Utilitarian: An approach that focuses on the satisfaction of human preferences. In some 

cases, this is taken further and made the basis of a moral viewpoint.  
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Related term: Utility. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Utility: The measure of the degree of satisfaction or happiness of a person.  

Related term: Utilitarian 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

 

V 

Valuation: The process of expressing a value for a particular good or service in a certain 

context (e.g., of decision-making), usually in terms of something that can be counted, often 

money, but also through methods and measures from other disciplines (sociology, ecology, 

and so on). 

Related term: Monetization. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

Valuation methodology: Defines the process of expressing a value for a particular good or 

service in a certain context (decision making). Usually in terms of something that can be 

counted, often money, but also through methods and measures from other disciplines 

(sociology, ecology, etc.). 

Related term: Accounting metrics.  

Source: Valuing capital in business towards a harmonized protocol. 

Value: The worth of a good or service as determined by people’s preferences and the 

tradeoffs they choose to make given their scarce resources, or the value the market places on 

an item 

Related terms: Price, Cost. 

Source: Investopedia. 2013. Definition of value. 

Value chain: Activities within an organization that add value to the service and products that 

the organization produces, and all these activities should be run at optimum level if the 

organization is to gain any real competitive advantage. If they are run efficiently, the value 

obtained should exceed the costs of running them. 

Related term: Supply chain. 

Source: Porter, Michael E.1985. Competitive Advantage: Creating and Sustaining Superior 

Performance. New York. 

http://books.google.ca/books?hl=en&lr=&id=H9ReAijCK8cC&oi=fnd&pg=PR15&dq=competitive+Advantage:+Creating+and+Sustaining+Superior+Performance&ots=p78IUD5U3M&sig=EAV1QwH8f2wE82j8gTsobcfBjDM#v=onepage&q=competitive%20Advantage%3A%20Creating%20and%20Sustaining%20Superior%20Performance&f=false
http://books.google.ca/books?hl=en&lr=&id=H9ReAijCK8cC&oi=fnd&pg=PR15&dq=competitive+Advantage:+Creating+and+Sustaining+Superior+Performance&ots=p78IUD5U3M&sig=EAV1QwH8f2wE82j8gTsobcfBjDM#v=onepage&q=competitive%20Advantage%3A%20Creating%20and%20Sustaining%20Superior%20Performance&f=false
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Value chain approach: Development interventions which look at whole value chain, from 

access to means of production, possibly processing, and marketing to the end user or 

consumer. The actual intervention will target bottlenecks or critical links in the chain, which 

offer opportunities or remove constraints for a desired outcome.  

Remarks: For example, more of the value added along the chain accruing to poor women. 

Related terms: Supply chain, Value chain. 

Source: FAO, 2010. Organic Agriculture Glossary. 

Value system: Norms and precepts that guide human judgment and action. 

Source: FAO. 2013. Glossary of terms on ecosystem services in agriculture. 

W 

Welfare economic values: Reflect the total economic gain associated with the quantities of 

a product that are transacted. They include both the consumer and producer surplus and are 

different from exchange values to the extent of consumer surplus. It may also reflect the net 

economic gain, which is equivalently derived as either the total economic gain less the costs 

of production, or as consumer surplus plus producer surplus. 

Related term: Social welfare. 

Source: European Commission Organization for Economic Co-operation and Development, 

United Nations, World Bank. 2013. System of Environmental-Economic Accounting. White 

cover publication. 

Willingness-to-accept (WTA): The price that someone is willing to receive or accept to 

give up a good or service.  

Remarks: Willingness to accept is the source of the supply price of a good. However, unlike 

supply price, in which sellers are on the spot of actually giving up a good to receive payment, 

willingness to accept does not require an actual exchange.  

Related terms: Contingent valuation, Willingness-to-pay. 

Source: Horowitz, John Keith and Mcconnell, Kenneth. 2003.  Journal of Economic Behavior 

& Organization. 

Willingness-to-pay (WTP): The price that someone is willing to give up or pay to acquire a 

good or service. It is the source of the demand price of a good. However, willingness to pay 

does not require an actual payment.  

Related terms: Contingent valuation, Willingness-to-accept. 

Source: Horowitz, John Keith and Mcconnell, Kenneth. 2003.  Journal of Economic Behavior 

& Organization.  


