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By GCEW’s purpose is to

<am.  Global Co

make a significant
and ambitious
contribution to the
global effort to spur
change in the way
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mmission on the Economics of Water

- A2

societies govern, use | |
and valﬁe water We look at Mariana Johan Ngozi Tharman Henk
the economy Mazzucato Rockstrom Okonjo-lweala  Shanmugaratnam Ovink
th rou h a Jirector, Institute for Director, Potsdam Director-General,  President, Singapore
novation and Public  Institute of Climate World Trade
Watel' ens Purpose Impact Research Organization

20 Commissioners from a wide range of backgrounds to
promote knowledge integration

33 Contributing and Commissioned Researchers

64 Key Experts consulted

THE ECONOMICS OF WATER: VALUING THE
HYDROLOGICAL CYCLE AS A GLOBAL COMMON GOOD

17 October 2024

14 research papers, 4 policy briefs, 11 reports
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Green Water:

The interconnectedness of the
hydrological cycle means that
land use change in one area can
disrupt rainfall elsewhere.

We are destabilising the global
hydrological cycle due to

« Accelerated climate change

- Land use change

- Unsustainable water use and
mismanagement
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' cqi ur critical | .
Five key missions to ﬁ]ﬂablers;%O:aCh!Q\,_/,e,-.,-;
address the global water € MISSIONS. - i
crisis SERINRIEIEEN - b

1 Launch a new revolution in B property rights and
food systems P contracts

Shape finance for a just [§ L
Y and sustainable future 9%

Enable a clean-energy and Al-

rich era with lower water S CT A . e
intensity RN PR NRRACS  Build global water

Establish a circular water o I
economy L,y

S governance
5 Ensure that no child dies from o
unsafe water by 2030 FRNRN
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Agricultural areas worldwide risk losing up to

13.2 km? of groundwater annually due to

distorting subsidies.

An estimated 23% of global cereal production | [
could be lost if irrigation becomes unfeasible

where total water storage declines are

extreme.

Global GDP

Costs by
2050
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RN Water fmancmg gap and the cost of Inaction

SocialCosts M Environmental Costs

Declining water availability will increase
migration pressures, destabilising already
vulnerable regions.

~

Daily children mortality

by unsafe water and poor sanitation.
N

could rise above the
1,000 who currently die due to ilinesses caused

J
~

J

/High-income countries face
potential GDP declines of up to 8%

_by 2050. )

/Low-income countries could see
steeper GDP losses, between 10-
15%, due to changes in
precipitation patterns, rising
temperatures and declining water

\.availability. %

4 . )
The degradation of freshwater ecosystems is

reducing the ability of natural systems to

\absorb carbon, accelerating climate change. y

/ Deforestation is leading to global declinesin
precipitation, exacerbating water scarcity as
40-60% of terrestrial rainfall originates from

\Jand-based moisture recycling. )
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Water-related investments can deliver at least USD
500 billion a year in economic value.
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Prmmples for financing water

Direct the right

uncertainty and timeline quantity and quality

of water-related investments

of finance to water:

N
=)=

« Balance of risks and rewards
* Long-term finance
 Preference for local currencies

« Get discount rates right

Integrated
water valuation
for financing investments

WA
o=

» Science-based decision making on
Investments

* Recognize water justice issues, from

ocal to global levels

6)

* Blue and green water together

 Direct and indirect benefits

* Economic efficiency, social equity, and
environmental sustainabllity

 Private and social benefits

* Higher Economic Rate of Return
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Shift in scale of public finance

covernments in developing countries spend
less than 2% of their expenditure on water,
and less than 0.5% in Africa.

Public finance is still the largest source by
far, but in the context of national & external
budget cuts, there is a need to ‘make a case’
for investments.

e Water conservation and efficiency

e Direct water-intensive private investments in
specific locations

e Reinvest profits toward water innovations,
R&D

e Reinvest profit in watershed management
and governance

\

Support the design of Just Water Partnerships.

e Regulatory certainty
e Direct co-investments
e Sensitization

e Cross-sectoral approaches,
coherence building
\

Creating
enabling
environments

Embedded
conditionalities

N

O

Multiple tools and
methods

N

National development banks

* Loans, grants, equity funding

* Pooled bonds with public
guarantee

 Payment for
ecosystem/hydrological services

e Repurposing subsidies

)




Case study
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In the context of Ind

the energy sector encourage
groundwater over abstraction.
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Case study

Resilient Nature Based Water Solutions (RNBWS)
in the Middle East and North Africa (MENA region)

Shifting productive agricultural landscapes from drivers of environmental
impact to providers of environmental solutions and services. Wrease due o (hmate Change ves In high water stress areas the food system
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Nature Based Solutions for Water (NBSW) ' , . aetansboundary

Actions to protect, sustainably manage, and restore natural
and modified ecosystems that address societal challenges Enhance
effectively and adaptively, simultaneously providing human  water supply

well-being and biodiversity benefits, focusing specifically on * Ay

Agricultural Water Management (AWM)
Use of water In a way that provides crops and
Hivestock the amount of water they need,
enhances productivity, and conserves natural

resources for the benefit of downstream users and
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Resilient Nature-Based Water Solutions (RNBWS) ey
Solutions In agricultural landscapes that strategically Integrate Nature Based Solutions o 5 Tt
for Water with Agricultural Water Management. RNBWS can enhance water security and '_ *oe®
ecological agricultural production systems by improving water avallability and water ceue
quality whilst simultaneously reducing water-related risks and generating a range of .
additional social, economic, and environmental benefits. oo
®eo0
NESW interventions
Estimated giobal Increase wates valabiity Kb ovecsl o
between water water
b within a Catchment - .

Rl 4

Project name: Al Murunah - Building Climate Resilience through Enhanced Water Security in MENA

projectiead: IWMJ  projectpartner: (lucy  Funded by: S§E=E Development

Mt res v LA Pamesng | Pogess | Paioaty
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e Payment for environmental/hydrological services
e Water credit

e Environmental, social, and governance (ESG)
indicators, CDP for corporates

e Certifications

Market-based -
approaches

Shift in scale of private finance
Only 9% of water investment in
developing countries is private
compared to 45% in power and 87%
in telecoms.

There is a need to track water e \_

finance expenditures better. E
Blended
finance

* Less than 5% of water finance
e Sharing of risks and rewards
 Lower risk profiles of water

(3)
e'®

investments L |
 Externalities and social costs everage across scales
covered and actors

e Small, medium, and large-scale
enterprises

¢ Informal water markets
e Farmer-led investments

e Access to finance through
banks with favourable
conditionalities



Case study

Malka Wakana hydropower dam (Ethiopia)

 Sedimentation leading to lower water
storage capacity, in turn leading to shorter
useful life and lower energy generating
capacity

 Land use and land cover change (LULC)
leading to increased soll erosion.

 Potential for reforestation, soil and water
conservation (SWC), exclosures, and
catchment rehabilitation to reverse
erosion and sedimentation.

« The ecosystem scheme fund links
catchment rehabilitation in the

upstream to benefits in the downstrear'_n:.-_'-

Regulatory framework,
fund management

Intermediaries € .

Ecosystem users

Privately led PES, hydropower plant ...~
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Knowledge providers- - * * -

‘environmental services
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Contact: M.buisson@cgiar.org
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International Water i
Management Institute



https://economicsofwater.watercommission.org/
https://economicsofwater.watercommission.org/
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Private sector entry points
In the Water Value Chalin

Arnaud DE VANSSAY
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qure 162 Nearly $165 billion

International project finance: financed Infrastructure Is:spent annually In‘the:water sector.
|

deals in developing countries
(Billions of United 5States dollars, number of projects)
P 5.9% 6.9%

90

20 SOE ODA Government Spending
70 The public sector dominates spending in water
Roughly 91% comes from the public sector — government spending and
60 SOEs. The private sector constitutes less than 2%.
=50 -
L=
=40 $:6 17x $781
30 Sub-Saharan Africa
2 How much more is $47 oOx $408
& D
s South Asia
10 needed to achieve

0 . $1.8 $51.1
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 to aCh|eve SDG 6,1 @ :::
3
m Power M Telecommunications &6 2 ? $0.8 4oy $32.5
[ ] [ " x .
Transportation M Water and Waste

i X . LICs
= Number of projects (right axis)

Source: Refinitiv — Infrastructure 360 database.
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A SECTOR IN NEED OF TRANSFORMATION AND
REFORMS

Average Budget Execution Rates By
Sectors (2009-20)

S$21.38 million

IS lost annually due to cost
‘ inefficiencies by a typical water utility

Hidden Losses: Water service provider inefficiencies
lead to significant "hidden” losses, averaging about $21
million annually per utility.

Human Transport Agriculture Water
Development
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1 Sovereign
Multilateral Development lending

Pathway's Banks Ministry of Finance

(/MoW)

(/donors)

Broaden investment opportunities in the

. . \
water sector, moving beyond traditional \\ \
sources. | \\ Sub Sovereign Grants / loan
 Examples: lendi
o Sub-sovereign lending . ‘ending
o Direct lending Credit \\
o Credit enhancement \ iti
Enhancement \\ Local authorities
« Keys to success : "
. : . Direct \
o Policy and regulations (inc. lending Grants / loan
implementation!) AN
o Performance standards and \
penchmarking | Private Finance (Commercial AN  WRAs / WSPs /
o RIsk management instruments Bnaks / Funds / Companies / Water Boards
Capital Markets l
S~

| Regulations /
| grants / loan

Direct

S
lending Water

Interventions

Conventional
approaches to
finance WASH

Infrastructure

complemented/
expanded with
alternative finance
pathways, attracting
additional investors
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Ownership Public Public Public Public/Private Private
Finance Public Public Private Public/ Private Private
Management Public Private Private Private Private
Contract formats SLA Management BOT BOOT Privatisation
Corporatisation Contracts Concessions DBF/BTO/TOT Master concession
DBFM

 Itis greyer than you think — It is not Public or Private, it has to be both. Business as usual is a ho go

 The EU Is agnostic — all types of models co-habits and all can be successful but some are more
realistic according to each country

* Transparency is key as well as good regulatory mechanisms
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Water Sector Value -
Chalin

Link to Genlally presentation

https://view.genially.com/685a9 7 s . o
d1ddd/71fa652bf91001 : ‘-]"3 et



https://view.genially.com/685a9d1ddd71fa652bf91001
https://view.genially.com/685a9d1ddd71fa652bf91001
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Enabling Environment for
Investment

Case Study — EUD Cambodia




Enabling Environment for
Investment

« Bakheng Water Supply Project aligns with
Cambodia’s national water sector master plan,
alming to double water production capacity and
ensure universal access, especially for peri-urban
and underserved communities.

« Bakheng supports Cambodia's Sustainable
Development Goal No. 6, focusing on clean water
access for all.

- Policy dialogue with the EU, AFD, and EIB have - - % &
driven sector reforms, improved governance; and- - : :
established  transparent  procurement - ang- -
environmental standard. e

+ Environmental and Social Management. Plans - -
(ESMPs) and full Environmental .. Impact. ..
Assessments (EIAs) are integral,jjj_'_eins-Lj_r'ing'_--:_"."
compliance with international best practices... . ..




EU Private Sector
Engagement: ldentification
& Engagement with EU
Companies

A flagship project for EU-Cambodia cooperation
under the EU Global Gateway, with financing from
the EU, AFD and EIB.

Vinci Construction Grands Projets led the design
and build contract, while SUEZ Consulting/Safege
supervised engineering and construction, bringing

European expertise and standard (Phase 1-3) . - %

Vinci and SUEZ: low-carbon technologie_s,'-_lbc':é_li .

workforce training, and sustainable construetion - .
practices, such as reduced-carbon concrete- and
on-site solar power generation e

Skill transfer through capacity bUiIdi,ng:: .',fc').i_'_".'_:-:_"
Cambodian partners and set benchmarksjf_o‘r-fu_tufr?..:j--.f_‘--'z

Infrastructure project.




Sustainability of Investments
Cost-Recovery, O&M Financing,
and Technical Assistance

 FIinancing model combines grants, concessional
loans, and local contributions, ensuring both capital
raising and operational sustainability

* Focus on cost-recovery mechanisms for operation
and maintenance Is central, supporting the Phnom
Penh Water Supply Authority’s (PPWSA) long-term
financial viability- tariff setting.

+ Ongoing technical support—capacity development,- = @ ##5
asset management, and training—is provided t0 °
PPWSA, covering production, transmission, -
distribution, and digital systems AU

* The design and operational mOd_Gl'_'.priOifi’_[i.ze'"._'.-..'-*.-l--""f:-’
environmental, financial, and social sustainability,.fo-. -, " e
improved  livelihoods and more . investment . . "
opportunities. e T
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UDUMA & VERGNET HYDRO

Mikaél Dupuis
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'Vergnet Hydro Solutions
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Groupe Odial Solutions U D U MA

Odial Solutions Group SERVICES EN ZONE ISOLEE
L REMOTE AREA SERVICES

(9 yrs)

Not just delivering basic water to many,
but durable water services to all...



Presentdans pays en Afrigue

é

artisans
réparateuren
Afrique

millions d’euros de
Chiffres d’Affaires
(2024)

Groupe Odial Solutions
Odial Solutions Group

Plus de millions de
personnes ayant acces a 'eau
potable grace aux activités du

groupe

ans d'expérience en Afrique subsaharienne

filiales: Omilaye (Bénin),
Saher (RCI), Uduma Mali et
Vergnet Burkina

&

salariés, maison mere
et filiales comprises

SERVICES EN ZONE ISOLEE
REMOTE AREA SERVICES




The reality of governments

Access to finance
Implementation capacity

Project momentum . .-




Funding Is essential, but not enough!



Solutions

2 — Diversify the funding sources
and approaches

=> Attract the PRIVATE SECTOR?
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DIVERSIFY FUNDING
private investment limits

MARKET

NEED

Rate > 15% Rate < 7%
Duration <5 ans Duration > 8 ans
Budget > 15 M$ Budget <15 M$



General Business Model (31,5 M€ subsidy - 3,5 M€ investment - 600 000 persons)
MNet result according to consumption

1400 20 small networks - 10 000 inhabitants

s 50 small networks - 4 000 inhabitants 10%
1 200 100 solar stations - 2 000 inhabitants d’investissements
1000 |

Construction Period

200
600 |
400

200

2026 z - 2032 2033 2034 2035 226 2037 2038 2039
(200 TR
(400) . ..
(600) Between 900 and 2 000k£ lass .
— Mot Result 4i/c/d (KE) —Met Result 5lic/d (kE) —Net Result Elﬁc,.-"d n.:£]

—Met Result 7l/c/d (k) ——Met Result 8l/c/d (k) —Net Result 91/¢/d [h:=E]



DIVERSIFY FUNDING:
necessary but not attractive

De —risking (within project budget) :

1.

2.

3.

Assoclate works and operations: build & operate

Result Based Funding: OBA

“First Loss” guarantee: financial guarantee

- .
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Bulld and Operate

Delegation contract tied
to a work contract:

EX. BENIN

- National Scale
- 4 year works contract

- 10-year public service delegation contrac

S

- Lot 2

Lot 1

- Lot 3

il
b

~——

| f"*{

N

_~ Alibori
/




Result-Based Funding.

Contract based on e
performance:

Ex. INSTIGLIO, UPTIME, the
energy sector...

- Accountabllity: measurable results
- Innovation: maximise performance & impact
- M&E: compulsory data management & control

- Long term thinking: no quick wins




Financial Guarantee

Q Contract backed by a
financial guarantee:
Ex. First Loss guarantee?

- Attractivity: bankable for investors

- Leverage: mobilise larger pool

- No bias : pays only in case of losses
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Thank you for your attention

Unlocking Global Gateway investments
IN nature and the green economy
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Sustalnable

Establishing links with other
energy systems and markets
consistent with the
renewable energy revolution
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Duls aute irure

"Lorem ipsum
dolor sit amet,
consectetur
adipiscing elit,
sed do elusmod
tempor incididunt
ut labore"

Dolor in reprehenderit In
voluptate velit esse cillum
dolore eu fugiat nulla
pariatur. Excepteur sint
occaecat cupidatat non
proident, sunt in culpa qui
officia deserunt mollit
anim id est laborum.
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