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1. The “nexus” between water, food and energy is one of the most fundamental relationships - and 
increasing challenges - for society. 

2. Water security is a major and increasing concern in many parts of the world, including both the availability 
(including extreme events) and quality of water. 

3. Global and local water cycle are strongly dependent on wetlands. 

4. Without wetlands, the water cycle, carbon cycle and nutrient cycle would be significantly altered, mostly 
detrimentally. Yet policies and decisions do not sufficiently take into account these interconnections 
and interdependencies. 
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the “values” of the ecosystem services provided 
by water and wetlands, which can be expressed 
in a number of ways and methods. In some cases, 
the values of biodiversity and ecosystems can be 
presented qualitatively (e.g. which cities benefit from 
which wetland for water purification or flood control). 
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recreational ecosystem services that contribute to human 
wellbeing, cultural identity and economy. Wetlands 
may hold important spiritual values for some cultures. 
Many people across the world have cultural value links 
with water and wetlands that may be overlooked when 
changes occur to these habitats. While these are not 
monetary values, it is essential to recognise that such 
values are important for local communities.
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water and wetlands, including individC 
s, communities scales, the sustainable management of water and human well-being, health and livelihood. å estimated at about US$10,821/ha for coastal protection US$584/ha, in net present value terms for collected0





influx of saline water into the lower delta. The dam led 
to hyper-salinisation, expansion of area covered by 
invasive weeds, a reduction of daily income per fisher 
to less than US$3 per day, a decrease in the number of 
women able to gather grasses for weaving to less than 
20 women, and the disappearance of cattle grazing in 
the delta. When the seasonal flooding of the delta was 
restored by changing the timing of the flood releases 
of the dam, the income per fisher increased to over 
US$20 per day, more than 600 women were able to 
gather weaving materials from the delta, and livestock 
grazing was again possible (more than 150,000 cattle 
days per year) (Krchnak et al., 2011; Hamerlynck and 
Duvail, 2008). Thus changing the performance of the 
built infrastructure allowed for re-building of the natural 
infrastructure.

2.3 Status and trends of water and 
wetlands

What has been lost? Trends in wetland area 

People have been progressively draining, in-filling 
and converting both coastal and inland wetlands for 
many centuries, since at least Roman times in Europe 
and since the 17th century in North America. This 
destruction and degradation continues. Major drivers 
of loss and degradation have been (and continue to 
be) conversion to first extensive and then intensive 
agriculture (croplands), changes in water use and 
availability, increasing urbanisation and infrastructure 
development and, on the coast, also port and industrial 
developments and aquaculture. 

Overall, estimates suggest that since 1900 the world 
has lost around 50% of its wetlands (UNWWAP, 2003), 
with 60% loss in Europe (55-67% losses in different 
countries; EEA 2010) and 54% loss since the 18th 
century in the USA (exceeding 90% loss in some states; 
Dahl 1990) and further 5% losses of both inland and 
coastal wetlands more recently (Dahl 2006). Highest 
rates of loss in these countries were in the 1950-1980 
period, with losses continuing but more slowly since 
then. For example, in Europe whilst a further 2.7% of 
inland vegetated wetlands were lost between 1990 
and 2006, open waters increased by 4.4% and coastal 
wetland area remained stable (EEA 2010). 

Whilst wetland losses have generally slowed in North 
America and Europe, this is not the case everywhere 
else. In China, natural inland wetlands decreased in 
area by 33% between 1978 and 2008, whilst artificial 
inland wetlands increased by 122% over the same 
period, and 31% of coastal wetlands were lost (Niu 
et al. 2012). Overall losses of coastal wetlands in East 
Asia over the 50 years to 2005 have been high: 51% 
in China, 40% in the Republic of Korea and >70% in 
Singapore (MacKinnon et al. 2012). In addition to the 
large total areas of coastal wetlands land-claimed in 
East Asia, chiefly for urban, infrastructure and port 
and industrial developments, annual rates of loss have 
also been particularly high, at up to 6 times more rapid 
than rates of loss reported from elsewhere. In addition, 
further major coastal land-claims are on-going or have 
been approved in this region, totalling at least a further 
6,000 km2 (MacKinnon et al. 2012).

Trends in areas of different wetland types reflect these 
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Box 2.6 Examples of benefits related to 
restoration of wetlands

Waza floodplain, Cameroon

Loth (2004) calculated that engineering works to 
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and describe in a qualitative or quantitative way 
possible changes in service delivery and their socio-
economic consequences (see the pathway as depicted 
in Fig. 3.1). The key challenge of these models is to 
capture the complexity of ecosystem processes 
and ecosystem service valuation, while remaining 
transparent and user-friendly tools. Examples of these 
approaches include Bayesian belief networks, which 
allow the use of qualitative, quantitative, monetary, 
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Indicators can be designed for a variety of policy 
objectives. For example, Box 3.1 shows information on 
a set of indicators being considered by the Subsidiary 
Body on Scientific, Technical and Technological Advice 
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3.4 Monetary valuation

Monetary valuation can translate part of the information 
obtained through qualitative and quantitative indicators 
into monetary figures. For example, the wastewater 
purification service provided by healthy wetlands can 
be valued in monetary terms through the equivalent 
cost of a wastewater treatment plant that would 
provide a similar service. Additionally, the revenues 
generated from tourism can give an indication of 
the importance of the cultural ecosystem services 
provided by wetlands. Some ecosystem services have 
a direct economic value that can be readily monetised, 
such as the local economic value of fish catches.
 
Monetary valuation can give an indication of the 
society’s preferences that is easily understandable and 
communicable. It can help make explicit preferences 
that are normally hidden and not reflected in market 
prices (e.g. the preference for clean water).

In many cases, provisioning ecosystem services (such 
as food or timber) are more visible and are favoured 
in the policy-making process because they have a 
market price, but there are many other ecosystem 
services that are less visible and often overlooked or 
underrepresented in the policy-making processes. 
The calculation of the economic value of traditionally 
less well covered provisioning services (e.g. the value 
of some genetic materials or of water provision from 
wetlands) and non-provisioning ecosystem services 
(e.g. water purification, waste water treatment, and 
erosion control) contribute to the arguments for 
conservation, wise use and restoration.

For example, a study carried out in 2009 by the 
International Union for Conservation of Nature (IUCN) 
together with the Environment and Agricultural 
Research Centre and the Economic and Social Policy 
Analysis Centre estimated that the annual economic 
benefits derived from agriculture in the Sourou Valley, 
Burkina Faso, were only 3% of the total ecosystem 
services (valued at US$21.2 million), despite the fact 
that in the mid-1990s the government had launched a 
master plan for agricultural development in the region. 
Timber products instead accounted for 37%, non-
timber forest products for 21%, pastures for 18%, 
and both fishery and transportation on water for 10% 
(Somda and Nianogo, 2010). As another example, a 
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m a i n  r e p o r t

its state is essential for nature to be taken into 
account in the decision-making processes. Natural 
capital and environmental-economic accounts 
can play a key role in systematically collecting 
information on the links between the economy and 
the environment. 

One of the approaches to complementing 
economic accounts with environmental statistics 
is represented by the National Accounts Matrix 
including Environmental Accounts (NAMEA). NAMEA 
associates information on environmental impacts 
(in physical units) to standard economic accounts. 
It is organised in a matrix based on the input-output 
methodology developed by the economist Leontief. 
The environmental data collected in NAMEA are 
pressure indicators, and include two environmental 
sets of data: one for environmental problems (i.e. 
the greenhouse effect) and another for pollutants. 
The environmental problems and pollutants to be 
included depend on the political priorities of each 
country. 

Water NAMEA is currently in use in many countries. 
It provides valuable information for water 
management (e.g. water use per added value of 
each sector), including not only direct use, but also 
all water use along the production chain. 

Another complementary approach is represented by 
the System of Environmental-Economic Accounts 
(SEEA). Launched in 1993 by the United Nations and 
the World Bank, SEEA provides an internationally 
agreed methodology for environmental accounting. 
The SEEA framework has a similar structure and 
definitions as the SNA, and therefore it can be used 
together with economic statistics and indicators. A 
revision of the SEEA is currently being prepared by 
the UN Committee of Experts on Environmental-
Economic Accounting (UNCEEA). The new SEEA 
will include: 

1) The core environmental resource accounts, which 
measure in physical terms the energy, water and 
material flows that cross the boundary between 
the economy and the environment and circulate 
within the economy (Volume 1, published in 2012, 
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4 inTegraTing The valUe of WaTer anD WeTlanDs inTo 
Decision-maKing

KEY MESSAGES

• Integrated management approaches such as Integrated Water Resource Management (IWRM), Integrated 
Coastal Zone Management (ICZM) and Maritime Spatial Planning (MSP), if properly applied, allow decision 
makers to simultaneously achieve multiple objectives (e.g. ensuring water, food and energy security, 
mitigating and adapting to climate change, alleviating poverty) and to deal with the synergies and trade-
offs among them. 

• In order to better manage and protect water and wetland ecosystem services, a range of different 
instruments and management approaches should be combined. These include improving site management, 
regulation and land use planning, property rights, improving or creating markets by information, pricing 
and incentives, and direct investments.

• Market-based instruments like taxes, fees, subsidies and their reform, tradable permit schemes, banking 
and Payment for Ecosystem Services (PES) programmes can play an important role in that they can 
encourage the efficient use of resources, foster environmental protection, and involve a variety of social 
actors. These are however not a panacea, but should be seen as a complement to environmental regulation 
in the context of good governance.

4.1 Introduction 

Understanding the value of water and wetland 
ecosystem services is only the first step. To use this 
understanding to help promote these services, and 
thereby help protect wetlands, requires its integration 
into appropriate types of decision making. A wide 
range of decision making contexts and tools directly or 
indirectly affect water and wetlands. Spatial planning 
approaches have been adopted in many cases, such 
as Integrated Water Resource Management (IWRM), 
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4.3 Improving site management 

On-site integrated management is crucial for the 
restoration and protection of water and wetland related 
ecosystem services. However, to do this requires site 
managers to understand the values of the ecosystem 
services provided by water and wetlands by working with 
experts and local communities and also to have funds 
available for management. For example, decentralised 
flood protection measures (i.e. a set of small technical 
interventions distributed throughout an entire drainage 
area such as: retention basins, small dams, artificial 
lakes, restoration of meanders and vegetation near river 
channels, afforestation of flood plains, and better soil 
management) can significantly reduce the occurrence 
and intensity of floods (Reinhardt et al., 2011). The 
damage potential of storms for coastal areas, river 
floods and landslides can be considerably reduced 
through a combination of careful land use planning 
and ecosystem maintenance or restoration to enhance 
buffering capacity (Maltby and Acreman, 2011). 
As regards site designation, there are currently 2,065 
registered Ramsar sites, covering 197,347,539 
hectares21. There are many more wetland sites that 
are under national or other designations (e.g. EU’s 
Natura 2000). Designation itself, when complemented 
by wise use of the wetland, due site management 

and associated investment, can lead to important 
improvements in ecological status of the site and 
increases in ecosystem service provision. A key 
challenge is to obtain the funding needed for due 
management. This can be facilitated by site designation 
and clear communication as to the importance and 
benefits of the sites for biodiversity and also wider 
socio-economic benefits (Kettunen et al., 2010, and 
Kettunen et al., 2013).

Box 4.2 provides an example of good on-site 
management practices.

4.4 Regulation and land use planning

In order to translate an assessment of the value of 
water and wetland ecosystem services into improved 
decision making, there has to be an effective 
governance framework in place. Effective and efficient 
regulation of activities that impact water and wetlands 
is, therefore, necessary to halt losses, stimulate 
restoration, and maintain the integrity of ecosystems 
and the ecosystem services they provide to people. 
This not only includes the basic legal and institutional 
frameworks for regulatory action, but also a situation 
where there is respect for the rule of law (i.e. laws are 
implemented). Corruption can be a major impediment 
which cannot be overcome simply by improving the 
evidence base for water ecosystem services through 
better valuation of the benefits nature provides. This 
is particularly true for water where built infrastructure 
involves large capital and operational investment and 
high opportunities for corruption. 





4.6 Using market-based instruments 
to protect water and wetland ecosystem 
services

The behaviour of companies, nations and citizens is 
strongly influenced by the prices they pay for goods 
and services. However, the prices of goods and 
services often do not take account of the economic 
losses caused by the degradation of water and 
wetland ecosystems and, therefore, the loss of value 
from degraded ecosystem services. A range of 
different Market-Based Instruments (MBIs) can play 
an important role in integrating the costs associated 
with such loss of value into decision making and 
consequently influencing the behaviour of citizens 
and companies. Examples include taxes and charges, 
phasing out or reforming environmentally harmful 
subsidies, quantity-based instruments, liability rules, 
and payment for ecosystem services (TEEB, 2011). 
Examples of how each of these is used in the context 
of protecting water and wetland ecosystem services 
are described below.

Taxes, fees, subsidies and charges

Taxes, fees and charges discourage environmentally 
harmful activities by increasing their costs compared 
to other more environmentally friendly alternatives 
(see Box 4.4 for an example). Subsidies, where duly 
targeted, reduce the costs related to sustainable 
activities or products, thereby increasing their market 
competitiveness. In theory, environmental taxes are 
more efficient than regulation because they make 
agents with lower abatement costs pollute (and 
pay) less than those with higher costs. In fact, the 
former will find it more convenient to reduce their 
environmental impact than to pay the tax, whereas the 
latter will prefer to continue polluting and paying the 
tax. As a result, costs to society as a whole are lower. 
Besides, tax policies encourage economic agents to 
continuously try to reduce their environmental impact, 
instead of binding them to a certain standard (Pearce 
and Turner, 1990). In addition, environmental taxes 
provide a source of funding that may be used to 
support environmental-friendly practices.

was determined based on the species they 
specialised in catching. However, from 1984-85 
prawn culture was introduced in Chilika to provide 
low-income families with a supplementary income. 
Prawn and shrimp export potential thrived thanks 
to increasing international demand, devaluation 
of the Indian Rupee, and trade liberalization. This 
triggered a massive influx of workers from farming 
communities into culture fishery ultimately leading 
to occupational displacement and loss of fishing 
grounds of traditional fishers in addition to conflicts 
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Liability-based instruments

Liability-based instruments assign responsibility 
for preventing and remediating environmental 
impacts to those who cause them. Liability rules 
create an economic incentive to developers/users 
to incorporate the risk of a potential hazard and 
the value of remediation into their decisions. They 
establish that those who damage the environment 
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Voluntary schemes 

Voluntary offsetting schemes also exist that encourage 
private, companies and public bodies to offset their 
impacts by financing restoration or conservation 
projects (see TEEB 2011). 

Currently, the most used offsetting schemes are 
voluntary carbon credits programmes, which in recent 
years have shown a promising growth rate. Mechanisms 
need to be established to ensure transparency, 
additionality and a direct link between the payment 
and the CO2 reduction, as well as the permanence 
of the CO2 in time and a low environmental impact. 
In this regard, the role of the intermediary institutions, 
which manage the programme, finance the mitigation 
projects and sell the carbon credits to the interested 
citizens or companies, is very important in ensuring 
credibility and effectiveness. To increase the level of 
reliability and transparency of voluntary compensation 
schemes, international certification programmes have 
been established, such as for example the Greenhouse 

million between 2010 and 2015. The measures 
included in this second project are similar to the 
ones of SCaMP and are mainly focussed on water 
quality improvement.

While aimed at improving water quality, the 
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processes) or, when spontaneous self-regeneration is 
not possible, active interventions (TEEB, 2011, Chapter 
9). Examples of active interventions are tree planting 
and rewetting drained peatlands and coastal wetlands 
by reducing water losses (e.g. through blocking 
drains and reducing groundwater extraction). In many 
cases, restoring a site will not lead to the same level 
of biodiversity and ecosystem service flows, because 
ecosystem degradation has entailed that one or more 
thresholds of irreversibility (e.g. species extinction) 
has been passed. In these cases, rehabilitation can 
be carried out, in order to restore/rehabilitate at least 
some ecosystem processes and allow the provision of 
certain ecosystem services.

Box 5.1 provides some examples of wetlands 
restoration and the benefits they provided to people.

Box 5.1 Examples of wetland restoration 
projects and their benefits

Peatland restoration in Mecklenburg-Western 
Pomerania, Germany

In Germany over 930,000 ha of peatlands were 
drained to allow for agricultural production. In 
the Mecklenburg-Western Pomerania state in 
North-Eastern Germany, 97% of the 300,000 ha 
of peatland was drained. As a consequence, the 
carbon stored in the peat was degraded leading to 
carbon emissions. In the last two decades, cattle 
rearing decreased in this area, reducing the need 
for grazing areas and fodder production, reducing 
the agricultural opportunity costs. In addition, an 
increased need for water storage was foreseen in 
view of the future effects of climate change in the 
area. For these reasons and for the high costs of 
maintaining drainage infrastructure and equipment, 
the Ministry of Agriculture, the Environment and 
Consumer protection (MLUV) of the Mecklenburg-







(e.g. freshwater, flood protection), and also on other 
ecosystem services (e.g. beautiful landscapes), and 
therefore constitutes and additional motivation for 
restoration and conservation

Box 5.3 presents some examples of sustainable 
tourism management that brings benefits to local 
communities.

Box 5.3 Examples of sustainable tourism 

Tubbataha Reefs Natural Marine Park, Philippines 

The Tubbataha Reefs Natural Marine Park was 
created in 1988, which banned fisheries, as 
destructive fishing was increasingly threatening 
the function of the reef as a nursery ground for the 
Sulu Sea. Intact reefs are also attractive for dive 
tourists providing an important source of income. 
However, the ban alone was insufficient to solve 
the problem. Interests were divided between 
those pushing for a fishing ban within the park 



5.5 Synergies between wetland 
restoration/conservation and poverty 
alleviation

Improving and restoring wetlands can be a cost-
effective way of meeting a range of policy, business, 
and private objectives. This includes not only water 
security, but also food and energy security, since water 
plays a key role in agriculture and energy production 
(see Chapter 2). Moreover, wetlands have a central 
role in climate change adaption and their sustainable 
management in many cases is able to improve their 
resilience to climate change by mitigating its effects 
(e.g. increased storms, droughts and floods). Well-
preserved wetlands also contribute to social cohesion 
and economic stability by ensuring livelihood for local 
communities and to preserving cultural identity. For all 
these reasons, ensuring healthy and well-preserved 
wetlands is crucial to alleviate poverty and meet the 
UN Millennium Development Goals for 2015 (WWAP, 
2012). They are also expected to be instrumental in 
contributing to meeting the Sustainable Development 
Goals that will be set post- 2015.

Reallocating investments to protect water-related 
ecosystem services and natural water infrastructures, 
including wetlands, will be crucial in fulfilling these 
objectives. For example, water and sanitation can be 
improved through wetland restoration. Access to clean 
freshwater can be ensured by healthy wetlands like 
rivers and lakes. Investments in water and wetland 
management will provide long-term economic benefits, 
reduce overall costs, and may be cheaper than the 
alternative technological solutions (see Box 2.5 for 
some examples). Also, restored wetlands can provide 
livelihood for local communities (e.g. by supporting 
viable fish populations or attracting tourists). Box 
5.4 shows some examples of poverty alleviation 
associated to wetland restoration projects.

5.6 Transition management 

Some types of wetlands have a negative image in the eye 
of the general public. For example, swamps, marshes 
and bogs are often seen as insalubrious places, which 
favour the spread of diseases like malaria. Furthermore, 
protection and restoration of wetlands can not only 
bring (direct or indirect) economic benefits to many 
people, but they can simultaneously negatively impact 
other stakeholders (e.g. restoring coastal mangroves 
for storm protection can impact the livelihood of shrimp 
farmers). In many cases a trade-off is found between 
the conservation or improvement of supporting and 
regulating ecosystem services (e.g. flood protection, 
sediment transport and water purification) and the 
delivery of provisioning ecosystem services (e.g. 
agricultural products and timber); see section 4.2 
for further details. The resulting loss in employment 
opportunities may cause local populations to oppose 
sustainable wetland management.

Reducing the magnitude of the negative impact of 
wetland restoration can only be achieved by taking 
into account the bundle of ecosystem services that 
are affected by the measures instead of looking at 
the effects on services individually. As transitions 
almost always involve trade-offs, it is key to reduce 
the extent of the trade-offs by looking at the sum of 
the effects on the different ecosystem services and 
do this on a larger spatial scale. Integrative modelling 
approaches such as Bayesian belief networks are 
being successfully applied (van der Biest et al, 2013; 
Haines, 2011) to evaluate bundled services. Coupling 
spatial planning and trade-off analysis improves 
functional understanding of ecosystem service trade-
offs, determines the overall impact of land use shifts 
on ecosystem service supply and can determine the 



For this reason, a careful management of the transition 
process towards an improved protection of water-
related ecosystem services and wetlands is crucial, 
not only from an ethical point of view but also for the 
wide acceptance of the needed reforms. Disseminating 
knowledge on the benefits that wetlands provide 
to local communities can help counterbalance the 
negative vision on wetlands some stakeholders may 
have. In addition, it helps build a balanced view on the 
trade-offs involved with wetland management, thereby 
increasing acceptance and participation in the required 
transition policies and actions. Ensuring an equitable 
sharing of the benefits may imply compensating those 
whose benefits are eroded as a consequence of the 
enhancement of other ecosystem services. 

For a successful transition, it is important that the 
needs of all relevant stakeholders are addressed (and 
especially the most vulnerable ones). 

In the case of the Tubbataha Reefs Natural Marine 
Park (see Box 5.3 and Annex 1) simply establishing 
a no-take zone did not solve the problem of reef 
degradation as fishermen continued entering the area 
applying unsustainable fishing methods. Only when a 
compensation payment generated through a fee on 
dive tourism was introduced did fishermen agree on 
respecting the no-take zone. As a result, fish populations 
within the park regenerated leading to a “spillover effect” 
to the areas outside the park which in turn increased 
the catch of fishermen beyond what they caught earlier 
without the no-take zone. The compensation payment 
allowed fishermen to receive immediate benefits from 
a no-take zone and helped to overcome the time lag in 
the recovery of the reef ecosystem. 

The example of Kala Oya in Sri Lanka (Box 3.9) illustrates 
how the re-introduction of traditional practices for water 
management can help local communities to realise 
multiple benefits from ecosystem services provided 
by the traditional man-made water tank system and 
inform restoration strategies. In a stakeholder process 
costs and benefits of different management options for 
water tanks with regards to ecosystem services were 
assessed. It was found that rice cultivation is only one 
benefit besides many others including water provisioning 
for domestic use and livestock, fisheries and harvest 
of lotus flowers. Although manual removal of silt was 
the most labour and therefore cost intensive option for 
rehabilitating the tank system, local communities opted 
for this strategy as they could apply it themselves having 
better control over their resources. 

In the case of the restoration of the Napa River (see 
Box 5.1), not only did the extreme flood events 
mobilise decision makers to restore the river bed but 
local stakeholders, including residents, researchers, 
business owners, and representatives from the state 
and civil society, came up with a new plan called the 
“Living River Guidelines.” They were important change 
agents for proposing strategies that created multiple 

benefits for the local community including reduced 
potential flood damages, improved water quality and 
habitats, and creating higher recreational values. 
Eventually also insurance rates are expected to decline 
due to lower flood risks.

Box 5.5 provides some further case examples for a 
successful transition management.

Box 5.5 Example of transition management 
initiatives

Water Funds in Latin-America

The Northern Andes region faces three critical 
problems: 1) natural ecosystems, mainly páramo 
and mountain forests – the key hydrologic 
regulators of the region – are threatened by 
conversion to crop and ranch land; 2) ranchers and 
farmers depend on the land for their livelihoods; 
and 3) growing population and demand for water. 
Coupled with unpredictable impacts of climate 
change, there is a threat to the long term availability 
of natural resources in the region. 

Preventing access to the natural ecosystems would 
harm the farmers’ livelihoods. However, allowing 
continued conversion increases the likelihood of 
ecosystem degradation and threatens access to 
water services, such as clean drinking water for 
these same people, as well as downstream users 
and beneficiaries such as cities, water utilities, 
agricultural and beverage industries.
Water funds aim at solving this conflict by 
establishing long-term financial mechanisms that 
involve a public-private partnership of water users 
who determine how to invest financial resources 
in activities for maintaining or enhancing water  800540056v004C005Ar. Tw 0 -1.105000550608.976604E0003>-0048005B01
[(habitats, ament.)Tj
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beverage companies, agriculture associations), 
citizens (e.g. in cities paying fees, taxes, for 
water use), grants and private foundations, 
bilateral and multilateral donor agencies and 
the financial returns generated from the trust 
fund.

3) Establish a multi-stakeholder institutional 
mechanism, which includes representatives of 
all stakeholders (public and private). It should 
make decisions about how to spend money in 
the watershed, prioritising investment based on 
feasibility studies and, in some cases, on the 
advice from a technical committee.

4) Implement concrete actions to generate 
services and conservation benefits, e. g. 
securing protection of natural ecosystems; 
and implementing best management practices 
on productive systems to provide ecosystem 
services. 

5) Establish an accountability system to ensure 
delivery of services and protection of natural 
ecosystems including indicators that allow 
measuring the impact of the action on the 
ecosystems, the services they provide and on 
the livelihoods of people. 

Creating a water fund requires time, leadership, 
particular biophysical and social conditions, and 
a “fit” with national and regional laws. Developing 
feasibility studies, identifying good regions for 
the water fund approach, engaging stakeholders, 
selling the model, and establishing relationships 
involve large upfront costs. Effective replication in 
new regions requires people to undertake these 
tasks and charismatic leadership to engage new 
stakeholders.

Despite these hurdles, water funds are proliferating 
throughout Latin America particularly through a 
relatively new initiative: the Latin American Water 
Funds Partnership, an alliance supported by The 
Nature Conservancy, FEMSA Foundation, Inter-
American Development Bank (IADB) and Global 
Environment Facility (GEF), created to preserve 
healthy watersheds and help protect water 
supplies in the region. The Partnership comprises 
investments of over US 27 million that will create, 
implement and capitalise at least 32 water funds in 
Ecuador, Colombia, Peru, Brazil, Mexico and other 
countries in Latin America and the Caribbean. 
These will support the conservation of watersheds 
that in turn could benefit around 50 million people 
in rural and urban areas. 

Sources: Calvache et al. (2012); Goldman et al. 
(2010a); Goldman et al. (2010b)

The Quito Water Conservation Fund
About 80% of the water for the nearly two million 
inhabitants of the city of Quito, Ecuador, comes 
from three protected areas. A variety of activities 
threaten the availability of this regular clean 
water supply mainly due to land conversion for 
farming in the watershed.

The Quito Water Conservation Fund (Fondo 
para la Conservación del Agua – FONAG) 
was created with an initial investment of US$ 
1,000 from The Nature Conservancy (TNC) and 
US$ 20,000 from the Quito water company. 
Other water users have since joined the water 
fund, such as the Quito electric company and 
private organizations including a beer company 
(Cervecería Nacional), a water bottling company 
(Tesalia Springs Co.) and a Swiss Cooperation 
(COSUDE). The endowment reached US$ 5.4 
million at the end of December 2008 and is 
now almost US$ 8 million. In 2008 alone, the 
endowment yielded US$ 800,000 which FONAG 
invested in conservation projects. After a 7-year 
process a municipal by-law was passed by 
which the Quito water company will provide 2% 
of their revenue to the water fund (up from the 
initial 1% commitment). 

FONAG uses the revenue from the water fund 
to finance various programmes and projects 
including control and monitoring of protected 
areas, restoration of natural vegetation, 
environmental education and outreach, training in 
watershed management, productive projects with 
local communities and a hydrological monitoring 
programme. One of the main beneficiaries of the 
activities is the local communities that live close 
to the water sources. 

Showing results has been crucial for maintaining 
support. According to Arias et al. (2010), during 
10 years FONAG has:

• Helped conserve the watersheds that provide 
80% of the water upon which the citizens of 
Quito, a population of 1.8 million, depend;

• Involved 500,000 ha of land;
• 





Practical recommendations for stakeholders to respond to the value of water and wetlands in decision-
making

At the global level, there is a need to ensure implementation of the Strategic Plan for Biodiversity 2011-2020, 
the Ramsar Strategic Plan 2009-2015, the UNFCCC, the MDGs, and strategic planning and implementation 
of the many Multilateral Environmental Agreements (MEAs). The role and value of water and wetlands should 
be integrated in each of these, in order to improve water security and other water-related benefits. It is an 
awareness and governance challenge, with potential for significant synergies and efficiency gains, because 
investments in wetlands are investments in human welfare.

National and international policy makers 

• Integrate the values of water and wetlands into decision making and national development strategies – in 
policies, regulation and land use planning, incentives and investment, and enforcement. Make full use of the 
NBSAPs (National Biodiversity Strategies and Action Plans) process to help with integration;

• Ensure that wetland ecosystem services options and benefits are fully considered as solutions to land and 
water use management objectives and development; 

• Develop improved measurement and address knowledge gaps, using biodiversity and ecosystem services 
indicators and environmental accounts. This requires an improved science-policy interface and support for 
the scientific/research communities. The recently established Intergovernmental Platform on Biodiversity 
and Ecosystem Services (IPBES)5 could contribute significant coess

• Reform price signals via water cost recoverc, resource pricing and reforming environmentally harmful 
subsidies, so that they promote sustainability; 

• Commit to restoration tėand/or programmes, improving ecosystem health and functioning, thereby 
achieving the multiple benefits of working with nature.

Local and regional policy-makers

• Assess the interactions between wetland ecosystems, communities, man-made infrastructures and the 
economy and ensure the evidence base is available to decision makers, whether spatial planners, permit 
authorities, investment programme authorities, inspectors or the judiciary;

• Integrate planning systems - e.g. water supply and management to tė into account both ecosystem-
based infrastructures and man-made infrastructures;

• Ensure due engagement/participation of communities 's indigenous peoples) and ensure that 
traditional knowledge is duly integrated into management solutions.

Site managers

• Assess the status and trends in wetland ecosystem services, including identification of components and 
processes that are required to sustain the provision of these services6;

• Assess the interlinkages between livelihood systems and ecosystem services, particularly property rights 
and distribution of costs and benefits associated with ecosystem services provision7;

• Develop site management plans to ensure wise use of wetlands, including sustained provision of ecosystem 
services8;

• Use valuation of ecosystem services as a means to communicate the role of wetlands in the local and 
regional economy, support resource raising, or inform decision makers of the impacts and trade-offs linked 
with developmental policies impacting wetlands9;

• Include mechanisms for capturing ecosystem service values as incentives for the stewardship of local 
resource use within management plans. Where possible and relevant, use tools such as payments of 
ecosystem services, taxes and other economic instruments to rationalise incentives linked with ecosystem 
services;
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• Identify co-benefit opportunities for achieving development sector outcomes (for example, food and water 
security) by mainstreaming wetland ecosystem services in sectorial policies;

• Communicate ecosystem service values at the local level - to get buy-in for site management, attract funding 
for protection and management measures, and reduce the pressures on wetlands, including risks of land 
use permit decisions that may undermine public goods10.

Academia

• Contribute to fill knowledge gaps on the values of water and wetlands, on improved governance solutions, 
on measures and tools to support the development of environmental accounts;

• Improve knowledge of the hydrological functions of wetlands and how these influence ecosystem services 
within and beyond wetlands;

• Improve the understanding of public goods and the trade-offs between public goods and private benefits 
from policies and investment choices.

Development cooperation community

• Integrate the appreciation of the multiple values of wetlands and potential cost savings to meet the objectives 
of development cooperation (e.g. ecosystem restoration to improve water security, poverty alleviation, local 
development and wellbeing; investment in ecosystem-based adaptation to climate change).

Non-Governmental Organisations (NGOs)

• Support wetland management via funding and expertise, including engaging volunteers to help with 
monitoring, science and restoration;

• Understand, demonstrate and communicate the value of wetlands. Work with other stakeholders to help 
identify and carry out practical responses.

Business

• Identify impacts and dependencies of business on water and wetlands related-ecosystem services in the 
short to long term. Assess the risks and opportunities associated with these impacts and dependencies; 

• Develop corporate ecosystem valuation and environmental profit and loss accounts to improve disclosures;

• Take action to avoid, minimise and mitigate risks to biodiversity and ecosystem services. Realise opportunities 
for synergies between private interests and public goods, whether via restoration activities, engagement 
in markets or wider commitments to no net loss of biodiversity (or net gain). Commit to water footprint 
reduction, in order to safeguard future resource availability for private and public benefits. 
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Annex I 

Applying the stepwise approach: a PES 
scheme for improving water provisioning in 
Moyobamba, Peru (TEEB 2012, p245, based 
on Renner 2010)

Step 1: specify and agree on the problem

The water supply for Moyobamba, a city of about 
42,000 inhabitants located in the Andean foothills 
in northern Peru, depends on the three watersheds: 
Rumiyacu, Mishquiyacu and Almendra. These 
biodiverse areas were impacted by land-use change 
during the last decades. As a consequence, the quality 
and quantity of water coming from these watersheds 
declined, which negatively impacted city inhabitants. 
The public company EPS is responsible for supplying 
the city with water and considered increasing measures 
for water treatment and to restrict water supply. This 
would have increased the costs for potable water 
production (León and Renner, 2010; Renner 2010). A 
significant improvement in land use was needed for 
the conservation and restoration of ecosystem services 
that support water quality and supply, in order to satisfy 
demand from water of companies and citizens, while 
improving farmers’ livelihoods.

Public authorities and representatives from civil 
society, with advice from the Deutsche Gesellschaft 
für Internationale Zusammenarbeit (GIZ), an institution 
working in the field of international cooperation, started 
a dialogue in order to identify the causes for the 
degradation and the necessary actions for improving 
the management of the watersheds (León and Renner, 
2010). As there was no scheme for water management, a 
steering committee that included the relevant upstream 
and downstream stakeholders, was established.

Step 2: identify which ecosystem services are 
relevant

Preliminary assessments pointed out that the underlying 
cause of ecosystem degradation and deteriorating 
water quality was in particular the migration of poor 
families from the high Andean regions. Due to lack 
of knowledge on appropriate land practices for the 
Amazon ecosystem and economic alternatives, they 
converted forests of the upstream areas to agriculture, 
causing changes in the provision of ecosystem services. 
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Step 4: assess the changes in the flow of ecosystem 
services

Following a request by government decision-makers, 
InVEST is being applied by the World Wildlife Fund as 
part of the forum of NGOs who are assisting with land-
use planning in Sumatra, known as Forum Tata Ruang 
Sumatera. The results were (ForTRUST). InVEST 
provides mapped information on where, and how 
much, ecosystem services are supplied, and how these 
patterns might change under future land-use scenarios. 
It can be overlaid with biodiversity information to see 
where ecosystem services and conservation priorities 
overlap. InVEST was used to model the quantity and 
location of high-quality habitat, carbon storage and 
sequestration, annual water yield, erosion control and 
water purification under two scenarios: the Sumatra 
ecosystem vision as proposed in the Roadmap Action 
Plan and a business-as-usual scenario corresponding 
to the government’s current spatial plan.

Step 5: identify and assess policy options

In June 2010, the results were disseminated and 
preliminary recommendations were offered to 
government representatives from 18 districts in central 
Sumatra. The results were based on the potential 
gains or losses in ecosystem services if the ecosystem 
vision (as outlined in the Roadmap Action Plan) was 





dependent (TEEB, 2010). Nevertheless, information 
about the economic importance of ecosystems 
is an essential tool for supporting better informed 
decisions regarding the trade-offs in land-use options 
and resource use. 

Tables AII, 1-5 provide an overview of the monetary 
values of ecosystem services for five categories 

of wetlands: 1) coral reefs; 2) coastal systems 
(habitat complexes e.g. shallow seas, rocky shores 
& estuaries); 3) mangroves and tidal marshes 4) 
inland wetlands (floodplains, swamps/marshes and 
peatlands); and 5) rivers and lakes. An analysis of the 
coverage and gaps in this area of research is provided 
in the next section. 
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to imply that ‘development’ is an objective for every wetland.
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