The infrastructure gap
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Investments in “natural” infrastructure for water
What does it mean to manage our
landscapes as natural infrastructure?
 Identifying water-rich features of the
landscape
like forests, wetlands, or grasslands

And the services they provide that we
depend on
like pollution filtration or flood control

 Then investing in these assets, or
compensating others for doing so
because they’re providing us with
something of value.

Investments in “natural” infrastructure for water
“Great! I want to invest in
natural infrastructure.“
But….
What should I do?
Where should I do it?
What’s it worth to me?
Who can provide it?
How much should I pay them?
How do I know what I’m getting
for my investment?
How can I compare opportunities?
Who else is involved in this space?
What returns are they seeing?
Is this market growing?
Is there regulation on the horizon?

About Ecosystem Marketplace
News, data, and analytics on markets and
payments for ecosystem services, such as water
quality, carbon sequestration, and biodiversity.
In providing free reliable market information, we
hope not only to facilitate transactions
(thereby lowering transaction costs), but also to
catalyze new thinking, spur the development
of new markets and the infrastructure that
supports them, and achieve effective and
equitable nature conservation.
We offer ongoing journalistic coverage,
monthly news briefings, annual market
reports, and other market intelligence, all free
of charge.

“State of Watershed Payments” reports
Only effort to track investments in natural
infrastructure globally

Collect data on scale, volume, mechanisms,
and impacts of investments – via a biannual
survey, expert interviews, extensive desk
research, and ongoing market tracking
400+programs investigated in 44 countries
(at last count)
Partners in US West, China, Ecuador, and
Italy aiding in data collection
Executive Summary for Business:
http://www.forest-trends.org/publication_details.php?publicationID=4159
2014 Survey: http://survey.ecosystemmarketplace.com/water2013

The current state of finance

SOURCE: Charting New Waters: State of Watershed Payments 2012.

Payments for watershed services: the “classic”
model

SOURCE: Charting New Waters: State of Watershed Payments 2012.

The new generation of watershed investments
Groundwater offsets

“Green Water Credits”

“Water Benefit Certificates”
Large-scale
government “ecocompensation”

Public private
partnerships
for green
infrastructure

“Working for Water”
green jobs program
Community co-investments

Water trust funds
Water quality trading/offsets

Government and NGO
buybacks of water rights to
restore instream flows

SOURCE: Charting New Waters: State of Watershed Payments 2012.

Business and watershed investments
Business is involved in a quarter
of watershed protection projects
tracked, but responsible for <1%
of total funding
An estimated $94-102 million
invested by the private sector
between 1981-2011
Private finance has driven
majority of projects in the EU,
Africa, and Southeast Asia
Beverage, manufacturing, and
utilities sectors lead
http://forest-trends.org/publication_details.php?publicationID=4159

SOURCE: Ecosystem Marketplace’s ‘State of’ reports series

Why business is investing
Drivers of business investments in 2011
# of projects reporting driver

SOURCE: State of Watershed Payments: Executive Summary for Business, 2013.

Where business is investing
Investment values concentrated in
North America and Europe in 2011
% share of $ millions

SOURCE: State of Watershed Payments: Executive Summary for Business, 2013.

Case Study: SAB Miller
In Colombia, SABMiller subsidiary Bavaria supports a water fund led by The
Nature Conservancy which pays agricultural producers to move cattle off of
steep slopes (to limit erosion), switch to more ecologically-friendly farming
practices, and replant degraded areas. The company has paid US$240,000 into
the fund so far and estimates that watershed protection efforts cut water
treatment costs in the supply area by US$458,000 each year.
In South Africa, climate change and water-guzzling invasive plants posed
major risks to the supply chain. With a projected decline in surface water
supplies of 41% by 2032, shifting to groundwater pumping to meet water
needs would cost at least US$700,000 per year.
SABMiller found that for the same amount of money, it could invest in clearing
invasive plant species through partnerships with public works program
“Working for Water” and biodiversity stewardship agreements. These actions
also created an additional 50 jobs per year in the catchment and local
reputational benefits for South African Breweries.
SOURCE: State of Watershed Payments 2012: Executive Summary for Business and
Kissinger (2013).

Models for investment
Watershed investment mechanisms for business

Total spending (1990-2011)

SOURCE: State of Watershed Payments: Executive Summary for Business, 2013.

Most companies still ignoring landscape-scale
risk

63% of businesses managing water risk on-site
4% managing risk in the supply chain
3% managing risk at the watershed level

SOURCE: CDP Global Water Report 2013.

Disconnect between risk and business activity

SOURCE: State of Watershed Payments: Executive Summary for Business, 2013, and Gassert
et al, Aqueduct Global Maps 2.0, 2013.

Barriers to natural infrastructure investment
This is not “business as usual.”

> Partnerships can play an important role in getting projects off the ground

Companies are re-inventing the wheel every time.
> Lack of information and guidance about effective project models
> Low level of sharing of tools and experience

ROI is still not well understood.

> Measurement and attribution of outcomes is complex
> Need for widely-available and accessible economic tools

Public sector/governance signals are largely missing.
> Accounting standards and disclosure frameworks
> Regulatory drivers encouraging natural infrastructure

Awareness of investment opportunities is low.

> Beyond cost abatement/risk management:
> Revenue opportunities: For example in venture capital (such as landscape restoration); P3s for green
infrastructure; private nutrient mitigation banking; licensing “natural infrastructure” technology…
> Service provision: Market platforms, standards, consulting
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