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Water Funds: An Introduction
David Schaub-Jones ± Water Funds Programme Manager± The Nature Conservancy



Å An introduction to Water Security and Source Water Protection

Å The history of the Water Fund model

SESSION OVERVIEW





Pepacton Reservoir © Josh Marinelli





PROTECTING WHERE OUR WATER COMES FROM
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Lack of investment in 

the processes and 

transaction costs of 

stakeholder 

engagement

Sustainable watershed management requires leadership in 
overcoming barriers to effective governance

Municipal actors can lead the way!

Lack of info about 

type and scale of 

interventions 

needed

Lack of political 

will and public 

awareness

Institutional 

fragmentation 

hinders decision-

making

Lack of 

incentives for 

stakeholders to 

improve 

conditions

Effective governance of watersheds

BARRIERS





TNC is Involved in Nearly 60 Water Funds around the World
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The Nature Conservancy and Partners analyzed 4,000 cities around the world to 
demonstrate the health, climate and biodiversity benefits of SWP

Learn more: nature.org/beyondthesource

4/5 cities could meaningfully reduce sediment and nutrient pollution in their 

drinking water supplies through source water protection

nature.org/beyondthesource


Water Funds Components
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WATER FUNDS PROJECT CYCLE



FINANCIAL STRATEGIES

+
Private

+
Public

Feasibility

Design

Creation

Operation

Maturity

Seed capital

Access more sophisticated

Financial instruments



WATER FUNDS PROJECT CYCLE



Scope and Impact of Water Funds
Colin Apse ± Freshwater Conservation Director, Africa± The Nature Conservancy



Å What sort of scope and impact can be achieved?

Å What are the key steps to putting a Water Fund in place?

Å What happens once a Water Fund is established?

Å How this relates to the broader workshop themes and the interests of this group

SESSION OVERVIEW



SESSION OVERVIEW



What is a Water Fund?

Water Funds are organizations that:

design and enhance 

financial & governance mechanisms
which unite 

stakeholders

public

private civil 
society

around a common goal to 

contribute to water 

security through nature -based 
solutions & sustainable 
watershed 
management
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Source Water Situation Analysis

Å By 2050, 2X more people in Africa, mainly in cities

Å Poor land management in source areas is the challenge, 

particularly deforestation & expanding agriculture

Å Source water protection (SWP) = targeted land protection 

and restoration = green infrastructure implementation

Å SWPôs benefits biodiversity & rural development



Source Water Situation Analysis



AREAS OF ACTION 
COMMON TO ALL WATER FUNDS



Targeted land protection

Revegetation

Riparian restoration

Agricultural land management

Ranching land management 

Fire risk management

Wetland restoration/creation

Road management 

Source Water Protection Activities
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Targeted land protection

Revegetation

Riparian restoration

Agricultural land management

Ranching land management 

Fire risk management

Wetland restoration/creation

Road management 

Source Water Protection Impacts
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Water Security is at the heart of the 

UN Sustainable Development Goals  





TYPICAL WATER FUNDS ENABLING CONDITIONS

ÅRelatively small watershed area (less area to conserve, less cost)

ÅLow population density in watershed area (less people, less transaction costs)

ÅLarge reliance/value on water downstream (larger cities, critical infrastructure or 

ecosystems)

ÅUrban water utility as entry point (defines ¯Water Fund°, but not limiting model)

ÅLimited treatment technology (the less complex the treatment, the more 

sensitive to source water quality)



CHALLENGES TO THE WATER FUNDS MODEL FOR IW PROJECTS

ÅOften have a large catchment area 

Åcan focus on smaller watershed within the larger IW project

ÅTrans-national nature of the basins 

Åavoiding classic PES payments, using convening power of basin commissions

Å financial flows across borders requires trust building

ÅDownstream user that value the resource are numerous 

Åuseful to focus on one or two primary ones; e.g., agriculture and tourism, urban 

and hydropower)



Potential Water Funds and Source Water Protection Projects



ÅProtection of source watersheds through replicable models 

By 2025, investment in source water protection has: 

Åreduced the risk of water supply disruptions for at least 25 million people in Africa 

Åimproved water quality or flow in 10 basins, at least 5 of which have high biodiversity value

Åimproved land-use management across 1.8 million hectares

Åimproved livelihoods for over 100,000 people 

Africa Source Water Protection Strategy

photo

ÅStrategy includes a Water Funds component (urban water 

supply entry) and broader source water protection basins





QUESTIONS?
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FEASIBILITY PHASE ²KEY STEPS
David Schaub-Jones± Water Funds Programme Manager± The Nature Conservancy



WATER FUNDS 
PROJECT CYCLE

FEASIBILITY PHASE

PURPOSE To test eligibility by quickly and efficiently determining if there are 

water security challenges and a potential for a Water Fund to help.  

If so, then assessing the feasibility (by more deeply understanding 

the situation) and generally determining how a Water Fund could 

positively contribute to water security within a defined area/region.



OBJECTIVES



WATER FUNDS (EARLY) PROJECT CYCLE



www.fondosdeagua.org

DELIVERABLES/ OUTCOMES



TRANSITION REQUIREMENTS

What conditions must be met before moving to the Design Phase?

ÅThe Water Fund is deemed to be a feasible mechanism

ÅResources have been committed

ÅFormal 'go' decision has been made

ÅAccess to required design data



Learn more about each area: waterfundstoolbox.org/project -cycle/feasibility/ 

https://waterfundstoolbox.org/project-cycle/feasibility
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SCIENCE GAP ANALYSIS
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What is the geography for 

your emerging Water Fund?


