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Economic problems of agar sector are characterized in a complex way, 
analyzed and systemized on the basis of economic categories, market 
relations and the theory of sustainable development. To the necessary 
extent, the attention is paid also to the actual problems of the 
transformation processes of transition economies. 
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The Economic and Environmental Accounts for Agriculture are based on 
the conventional agricultural accounts and on existing tools for valuing non-
market goods and services. The private costs and benefits of the sector are 
integrated with external “social” ones, i.e. commodity goods and services 
with non- commodity ones. Emphasis is put on those external costs and 
benefits that are already internalized as taxes and subsidies. As both positive 
and negative externalities are accounted for, the Economic and 
Environmental Accounts for Agriculture allow a better monitoring and 
evaluation of agriculture’s multifunctionality. They enable simulating 
impacts of policy instruments, such as a subsidy increase, not only on 
agricultural income, but also on societal welfare. It also becomes possible to 
appreciate the shares of different stakeholders (producers, public authorities, 
water agency, consumers, etc.) in the costs or benefits of the environmental 
goods and services provided by agriculture. 
Evaluating the multiple functions of agriculture and monitoring the related 
policies requires appropriate indicators. These should comprise the sector’s 
economic value, but also reflect environmental concerns and non-market 
functions. 
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Conventional agricultural accounts allow a macro level follow-up of 
the economic functions, but offer no insights in the multifunctional 
contribution of the agricultural sector to society, nor do they reflect the true 
costs and benefits of agricultural production for society.  

A linkage is made between economic data from market transactions 
and both the costs of environmental bads and the benefits of environmental 
goods.  A general framework that uses quantitative internalization of 
external effects is developed.  

The Economic and Environmental Accounts for Agriculture are built 
from the conventional agricultural accounts. Non-trade concerns, valued in 
monetary terms, are exogenously introduced. Relative shares can then be 
appreciated of those environmental goods and services that are already 
subject to market exchanges, those that are partially “monetarised” through 
public intervention and those for which there is no market or public 
transaction (and thus require proxies like avoidance costs).  

The conventional Economic Accounts for Agriculture focus on the 
measurement of economic performance and growth as reflected in market 
activities and their evolution over time. From these accounts, indicators 
such as the gross value added or agricultural income are calculated. The 
calculated indicators are often interpreted as the agricultural sector’s 
contribution to society. However, the sector’s contribution to the mere 
welfare is only one component of its significance to societal well-being. 
Human well-being is also influenced by other factors, such as the quality of 
the environment. 

The conventional accounts do not feature such factors and thus 
ignore a main part of agriculture‘s multifunctionality.  Most environmental 
taxes are taxes on products and thus enter into the basic price of the 
intermediate consumption and into the gross value added. Most 
environmental subsidies are granted for specific methods of production and 
thus enter into the bulk of “other subsidies on production” and not into the 
gross value added. Some environmentally inspired subsidies, such as the 
grant for cessation of animal production, are not entered into the gross value 
added at all. 

To provide policy-makers and public debate with a more 
comprehensive assessment of sustainable growth and development, first the 
environmental subsidies and taxes need to be emphasized; secondly the 
scope and coverage of economic accounting need to be broadened. In order 
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to reflect agriculture’s multiple functions, it becomes necessary to set off 
economic data (monetary values) against social and environmental data 
(physical values). To be able to measure the impacts and responses of a 
policy correctly, sociological and environmental information needs to be 
made consistent with the economic monitoring. 

Efforts towards combining economic and environmental data up to 
now differ in exhaustiveness, but a full integration has not yet been reached. 
Physical accounting is abundantly done in various monitoring reports, e.g. 
the European Environmental Agency’s annual report. More integrating 
systems are Material Flow Accounting, Input- Output Analysis, Asset 
Accounting and Ecological Foot printing methods. The more physical data 
can already be linked to economic data in the so-called hybrid accounts. 
These allow deriving aggregate and ratio indicators, e.g. eco-efficiency 
indicators. Examples are the Material Input per Service concept and the 
National Accounting Matrix including Environmental Accounts].  

The main problem in balancing all costs and benefits is the 
conversion of various physical data to the same units as the economic 
accounts. Up to now several attempts have been made to assign monetary 
values to the negative externalities of agriculture, e.g. pesticide use, nutrient 
leaching  or erosion .  

Environnemental  economists have also developed methods for 
valuing environmental service functions,  such as willingness-to-pay 
techniques]. Unfortunately, these have rarely been applied in comprehensive 
studies evaluating the aggregate positive side effects of agriculture.  

Until recently the environmental costs and benefits of agriculture 
had not been integrated into a comprehensive framework linking them with 
monetary dimensions at macro or sector-wide level. In contrast, some 
whole-economy attempts to integrate economic and environmental 
information were made. However, these systems lack sufficient detail to 
deal with the different agricultural productions and they are limited to those 
environmental aspects that can directly be expressed in monetary terms.  
Both accounting systems are based on the whole-economy  

This framework complements and expands the System of National 
Accounts to include environmental assets, non-commodity assets are 
monetized and both physical and monetary measures are integrated.  

The study provides monetary estimates of both the positive 
environmental services provided by agriculture and the negative flows 
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resulting from over-use of natural assets. Distinction is made between 
impacts on other sectors and impacts on society’s welfare in general the 
first, are valued trough market data, like purification costs, damage to roads 
from soil erosion, damage from flooding, etc. The latter are valued through 
non-market data derived from household willingness to pay (WTP).  
However, no effort is made to integrate these values into the economic 
accounts.  Effect’s starting points are similar to ours, except that they put the 
environment in the centre of the framework and thus account for 
agriculture’s effect on different environmental compartments (water, air, 
soil, landscape, habitats and species, waste and nuisance).  

Our work paper puts agricultural production in the centre and links 
the environmental outputs as closely as possible to the agricultural activities. 
This has the advantage that the accounts might be split up in different sub-
sectors, by which means the activities where alterations need to be made can 
be identified more easily. So, the mean weakness of the effect approach is 
the lack of articulation between the classical economic accounts and the 
monetary estimations of environmental impacts. Because the income 
accounts are kept as a “black box” and the monetized externalities as 
satellite accounts, interpretation possibilities for the results are rather 
limited.  

Economic and Environmental Accounts for Agriculture produces a 
“multifunctional value added”, enabling a complete evaluation of 
sustainability over time.  

This study goes beyond most of the “green accounting” efforts, as it 
internalizes not only the negative environmental effects, but also the service 
or amenity function of agriculture. Building the Economic and 
Environmental Accounts for Agriculture involves three main research 
topics: 

1. Definition of the system boundaries: not all externalities of 
agriculture activities need to be taken into account, either while their links 
with the activities are rather vague or too indirect (e.g. the depletion of 
natural resources for tractor manufacturing) or while estimation difficulties 
outweigh relevance (e.g. consumer’s avoidance costs in relation with 
pollution, like the choice to drink only bottled water). 

2. Association of flows of identified environmental goods and 
services and flows of pollutant emissions with monetary flows. Monetary 
values are derived from proxies like subsidies, taxes, treatment and 
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restoration costs, etc. and from indirect valuation (“willingness to pay” 
approaches).  

3. Integration these values with direct (market) flows into a single 
framework and calculation of aggregate indicators, such as a 
“multifunctional gross value added”.  

From the Economic and Environmental Accounts for Agriculture, 
two types of analyses can be implemented. First, it becomes possible to 
appreciate the overall impact of multifunctional aspects of agriculture at 
national or regional level. This allows simulating scenarios (e.g. increasing 
agri - environmental subsidies), taking into account either the impact on 
agricultural income (through the effect on production level and the premium 
itself) or on societal welfare. Secondly, it allows evaluating the share of 
different actors (producers, public authorities, water agency, consumers, 
etc.) in the costs or benefits of environmental goods and services  provided 
by agriculture. For example, the proposed framework emphasizes some 
aspects that are already internalized in the conventional accounts, like agro- 
environmental subsidies and taxes. In the conventional EAA, agriculture’s 
income increases when subsidies increase. However, these subsidies are 
costs for society. In the Economic and Environmental Accounts for 
Agriculture the two effects are linked and can be compared. Thus, this 
approach allows for a better way to deal with financial transfers from 
society to farmers and conversely. 

 
CONCLUSIONS 

 
The principal interest of the Economic and Environmental Accounts 

for Agriculture is not as much the absolute value of each section or 
indicator, as their relative weight and the overall evolution of their share in 
total cost/benefit over time.  

The Economic and Environmental Accounts for Agriculture have 
two important possibilities for application: 

- accounting for the impact of the different environmental functions 
and examination of the effects of policy changes; 

- evaluating the shares of all actors (the agricultural subsectors and 
the rest of society) in the cost and benefits of agriculture.  

With these especially the relative value of the different items in the 
accounts are important, as are their evolutions in time. 
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