WATER FUNDS

Investing in nature to improve water security

A Kenyan woman picking tea in the Upper Tana Watershed, Kenya © Nick Hall

What if together we can
provide enough clean water
for most of the world by
asking water users to invest
in protecting the places that
water comes from?
Water does more than give life—it sustains it. And when
there’s enough water, life thrives. It is necessary for the health
and wellbeing of plants, animals and people. It supports growth,
prosperity and safety for all communities. In fact, most cities took
root because a source of water was nearby. But, today, research
shows that half of all people live in places where their water
sources are being degraded or used up faster than they are
being replenished.
That means major losses for people and nature. Deforestation,
poor agricultural practices and other unsustainable land uses
result in less water flowing downstream, fewer fish and other
wildlife, and more pollution. In 2018, Cape Town came within 90
days of “day zero,” when the city’s taps would be turned off. In
2019, Chennai—India’s sixth-largest city—has essentially run out
of water. These are not isolated incidents. Forty percent of the
world’s watersheds are unhealthy, threatening approximately 1.7
billion people living in cities. Places from Mexico City to Beijing
have experienced severe water stress, with the most economically
disadvantaged people disproportionally affected.

The incentives to secure water are clear. But, when it comes
to water, the real return on investment is in protecting and
restoring watersheds—where water comes from. Forwardlooking businesses, governments, water utility companies and
other water users are already collectively investing in their future
water supplies through water funds—innovative collaborations
that secure long-term funding for the conservation of their
watersheds. With almost three dozen water funds in operation
globally, the impact of these funds is already significant. In San
Antonio, Texas, for example, we helped communities protect the
Edwards Aquifer, conserving nearly 50,000 hectares of green
space and reducing bacteria and nitrogen in the water supplies for
2 million people. Water funds can help meet the world’s rapidly
growing need for clean water—and a host of other environmental
and economic challenges—but only if we can mobilize investment
on a global scale.

The pathway to change
The Nature Conservancy (TNC) developed water funds to help
unlock the value of nature and give people something back in
return. Downstream water users, such as businesses, utilities
and local governments, invest money collectively in the water
fund, which is then used to pay for activities upstream needed
to conserve and restore the natural systems that generate value
throughout the watershed. In Nairobi, those activities include
providing farmers in the Upper Tana watershed with training,
resources and equipment that help keep the Tana River—the
region’s primary source of drinking water—healthy. Farmers reap
the benefits of higher crop yields and more stable farms. Water
users get a cleaner and more reliable source of water. It works
because everybody wins.
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Our vision is to dramatically accelerate the implementation of
water funds and other source watershed protection programs
beyond our immediate reach. To get there, we are:

TNC plays a leading role in the creation of
water funds. We use our science and planning
expertise to identify where water funds are likely to
be successful, engage stakeholders and investors,
and design and create the water fund. While the
exact process for designing a water fund will vary
depending on local enabling conditions, capacity
and context, there are five overarching phases that
are common across all water funds:

Creating new and building
on existing water funds

Results
at place

Replication
and scaling

Global
impact

Building the capacity of
our partners to create
their own source water
protection projects

Influencing key stakeholders, including major industry
associations, governments, corporations, and
international financiers, to create the national policy
and funding needed to scale up source water protection
We estimate that four out of five cities could benefit from naturebased solutions, like upstream forest restoration and improved
farming practices. Water funds create a way for cities to protect their
watersheds cost-effectively and efficiently. At least 1,000 cities can
produce a positive return on investment with water funds. TNC is
creating a pathway for those cities to invest in their watersheds.

If implemented on a large scale globally, water funds
have the capacity to:
Store or capture

10 gigatonnes

of C02 each year

How does a water fund work?

1.

Feasibility: TNC determines if a water fund
can address a region’s known water security
issues.

2.

Design: TNC convenes stakeholders to
develop a science-based strategic plan for the
operation of the water fund, create a governing
board, identify appropriate conservation
activities and subsequent monitoring.

3.

Creation: Working with partners, TNC
prepares the water fund for operation,
establishing it as a legal entity, and publicly
launches the fund.

4.

Operation: Conservation activities, like
reforestation, are implemented, and managed
and monitored by water fund leadership to
ensure impact.

5.

Maturity: The long-term viability of the fund
is assured by securing longer term financing,
demonstrating impact and influence, and
engaging the local community.

 Visit waterfundstoolbox.org for more info.

Boost the health and wellbeing of

Reduce the risk of extinction for

>1 billion people 5,400

animal species
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Better water security, healthier communities and a
healthier planet
We continue to develop new funds, and to secure water at the scale
needed, we must disseminate tools and trainings to help other
communities, institutions, and even whole sectors, implement
water funds and other nature-based solutions to address their water
security challenges. We will create policy changes and increase
global financing for source water protection beyond TNC’s footprint.
Our goal is to bring this solution to a tipping point by empowering
300 cities around the world to begin water funds by 2025. If 300
early adopters—10 times our current portfolio—have begun to
implement water funds by 2025, we will be firmly on the path to
mainstreaming this solution. And we will improve water security,
support livelihoods and protect critical habitat along the way.
By 2025, we can:
 Provide 70 million people with better water security
 Help 150,000 rural people improve their livelihoods
 
Protect 2 million hectares of freshwater habitat in

Africa, Asia and Latin America



WHY TNC?

TNC has a long history of tackling the root causes of some of
the toughest problems facing people and nature today, and
replicating good ideas to save places and improve people’s
lives. Over the last two decades, TNC has worked with more
than 600 partners in 13 countries on four continents to
create 41 water funds, with 35 more funds in development.
We have also developed the tools the resources needed
to equip practitioners around the world with the skills
they need to implement their own water funds, including a
step-by-step web-tool and in-person trainings on how to
replicate and implement the water funds model. By sharing
the idea with governments, corporations, engineering firms
and other non-profits, we are changing how watersheds are
managed and securing water globally.


JOIN US

Philanthropy and corporate support are critical to the startup of a water fund, as well as building capacity and policy
reforms important for replication and scale. However, one of
the major advantages of water funds is that, once in place,
they are self-sustaining. Conservation projects no longer
rely on philanthropic dollars to succeed, instead dollars
invested in the fund support ongoing work. Dollar for dollar,
funds raised for water funds are leveraged six times the
initial contribution, maximizing funds for conservation over
the long-term.
Water funds are a viable, cost-effective solution that can
improve lives and livelihoods, combat climate change
and protect important wildlife by restoring forests, rivers
and wetlands in watersheds. They are also replicable and
often cost less than water treatment services. But we must
increase the pace and scope of water funds to keep up with
growing demands.

Samburu women collect water from a well built by Northern Rangelands Trust
and TNC at the West Gate Conservancy in Northern Kenya © Ami Vitale

SUCCESS STORY:

Investing in water funds now will ensure communities
across the globe have the water they need to thrive.

TNC’s first water fund goes viral

In Quito, Ecuador, a water fund we spearheaded in partnership with Quito’s municipal water company confirms
that water funds can secure water supplies—and be replicated elsewhere for maximum impact. The Quito Water
Fund, established in 2000, was our first water fund. It is generating USD $2 million annually to protect the watershed,
provide more clean water, secure plant and animal habitat, sequester carbon, save on water treatment costs and
improve profits for local farms. A return on investment study completed for Quito’s municipal water company in 2018
showed that improvements in water quality translated into a 7.14% rate of return on every dollar invested.
The fund serves to protect and restore Andean grasslands and forest in areas important for Quito’s water supplies.
As one of our oldest models, it has helped create water funds across eight Latin American countries. Water funds
have also been successfully replicated in Africa, Asia, Australia and the United States.

Harvesting crops, Pichincha Province, Ecuador © Erika Nortemann
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