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“Transactional	(cash	or	in-kind)	agreements	between	two	or	more	parties	that	
compensate	a	land	manager	for	restoring,	maintaining	or	enhancing	the	

natural	infrastructure	that	maintains	clean	water	supplies”	
(Bennett	&	Carroll,	2014,	p.	xxii).	

345

58

51 Active
Pilot
Design

Total:	454

Transaction	value:	$12.3	billion

Hectares	managed:	365	million

Global	IWS	tracked	in	2014:

3Source: Bennett	&	Carroll,	2014

IWS	defined	and	tracked
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Pahl-Wostl,	 2009;	United	Nations	Development	Programme,	2000	

“Water	governance	refers	to
the	range	of	political,	social,	
economic	and	administrative	
systems	that	are	in	place	

to	regulate	development	and	
management	of	water	resources	
and	provisions	of	water	services	at	

different	levels	of	society”	
(UNDP,	2000)	

Water	Governance

Investments	in	
watershed	services	

(IWS)

Water	governance	and	investments	in	watershed	services	



Economic	
conditions

Biophysical	
conditions

Sociocultural	
conditions

Governance	
conditions

Enabling	the	creation	of	IWS Designing	and	maintaining	IWS

What	factors	might	impact	IWS?

IWS

Implementing	
the	action	plan

Building	
momentum	

Designing	 the	
program
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Biophysical	
conditions	

• Small resource	area

•Resource	location	&	
arrangement

•Well-defined
boundaries	 of	PES
system

•Existing	fundamental	
ecosystem	science	and	
baseline	data

• Linkages	between	ES	
provision	 and	
management	practices

•Clear	threat	or	risk	to	ES

Economic	
conditions

•Significant	value	of	ES

• Low	opportunity	 costs

•Manageable	
transaction	costs

•Defining	ES	as	an	
economic	good	or	
service

• Economic	growth

Governance	
conditions

•Presence/absence of	
intermediaries	

• Strong	capacity	among
actors

• Influential	champion

• Strong	existing	
institutions

• Secure	land	tenure	&	
property	type

• Fit	of	governance	
structure	with	scale	of	
PES

•Multiple/single PES	
objectives

Sociocultural	
conditions

•Trust	&	transparency	
among	actors

• Stakeholder	
communication	&	
engagement

•Pre-existing market-
based	culture

•Participant	willingness

•Proximity	of	actors	to	
each	other

• Large/small	number	of	
actors	

Source:	Huber-Stearns,	Bennett,	Posner,	Richards,	Hoyle	Fair,	Cousins	and	Romulo.	(in	Press).	Social-Ecological	Enabling	
Conditions	 for	Payments	for	Ecosystem	Services.	Ecology	&	Society.

Enabling	the	creation	of	IWS
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WRI.org        26

The three phases of program development are: 

PHASE 1 PHASE 2 PHASE 31 2 3 5 6 7 8 9 104

Designing the Program 
(lessons 5–7): Creating 
the blueprint for watershed 
investment. Scientific and 
economic assessments 
provide the basis for 
collaborative planning 
necessary to prioritize 
investments and determine 
feasible options. Includes 
the development of financial 
strategies, which will vary 
depending on funding 
sources and program needs. 

Building Momentum (lessons 
1–4): Developing the collective will 
to engage in watershed investment. 
Stakeholders must be engaged and 
buy into a collective vision; each 
group must be sufficiently convinced 
that the program will address its 
motivations and concerns.

Implementing an 
Action Plan (lessons 
8–10): Putting the planned 
watershed investment 
program into action. This 
is where work starts on the 
ground, such as restoration 
of forests in riparian zones 
or reaching out to private 
landowners to set aside land 
for conservation. 

Unless otherwise noted, information in this chapter is drawn from the case studies in Part III.

This part of the report concludes with a discussion of the development of watershed investment programs.

WRI.org        8

Lessons from Watershed Investment Programs

Table ES-1 | Lessons from Each Phase of Watershed Investment Program Development 

PHASE OF PROGRAM 
DEVELOPMENT

DESCRIPTION LESSONS

Building momentum Identifying a clear need and 
purpose for a watershed 
investment program; securing 
commitment from key 
stakeholders

1. Identify risks (wildfire, drought, etc.) and seize opportunities to rally 
support

2. Build partnerships to fill essential roles and responsibilities
3. Articulate a clear vision of success 
4. Cultivate champions and advocates to build support (from  

water utilities, local government, NGOs, landowners, etc.)

Designing the 
program

Assessing the scientific and 
economic underpinnings of the 
program; creating a strategy to 
achieve program goals

5. Develop a scientifically informed watershed plan 
6. Evaluate the business case for investment 
7. Identify investors (water utilities, companies, foundations, etc.)  

and financing mechanisms for initial and long-term funding

Implementing the 
action plan

Actively and adaptively 
managing the program to 
make investments; tracking the 
results of those investments

8. Engage landowners and public managers to conserve, restore, and 
sustainably manage natural infrastructure 

9. Define roles and plans for program administration
10. Monitor and evaluate performance (acres of forestland protected, acres 

treated for fire risk reduction, pounds of sediment avoided from filling 
waterways, etc.)

Building Momentum
1.  Identify risks and seize  

opportunities to rally support 
Each program we studied formed in response to 
an important water supply or quality risk caused 
by watershed degradation, whether linked to 
wildfire in the West, gradual land-use change in 
the East, or a combination of factors. Program 
proponents began to build momentum by working 
with local stakeholders to articulate these risks as 
shared problems that could be addressed through 
collaboration. 

Representatives from each program emphasized 
the importance of capitalizing on windows of 
opportunity to focus attention on watershed 
issues. A window might open in the wake of a 
sudden catastrophic event that threatens drinking 
water supplies (such as a forest fire), a regulatory 
change, new scientific information, or increases 
in water treatment costs. Program representatives 
stressed that building relationships and knowledge 
in anticipation of these moments dramatically 
increased their program’s ability to seize windows 
of opportunity. 

2.  Build partnerships to fill essential  
roles and responsibilities

All 13 programs in our study formed as collabora-
tive partnerships, enabling them to benefit from 
the skills, resources, and connections of multiple 
organizations. Common roles emerged among the 
13 programs, with one organization sometimes fill-
ing two or more of them. Essential partners include 
the follwing:
  ▪ Investors, such as municipal and federal 

governments, public utilities, grant-making 
entities, philanthropic organizations, and water 
customers, particularly those who pay a fee for 
watershed investment. Increasingly, water-de-
pendent companies such as food and beverage 
manufacturers are also investing in watersheds. 

Central Arkansas Water’s program developed in response to 
a risk of increasing water treatment costs linked to forest loss and 
degradation in its source watershed. The utility used academic 
studies of watershed risks to rally support for the program’s rapid 
formation, culminating in passage of a water use fee dedicated to 
funding watershed management.

LESSON IN PRACTICE

Source:	Ozment,	Gartner,	Huber-Stearns,	DiFrancesco,	Lichten&	Tognetti.	(October	2016).	Protecting	drinking	water	at	the	source.	WRI	report

Designing	and	maintaining	IWS
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• Complex	social-ecological	issues	of	water	access,	
quality,	availability	all	contributing	to	
implementation	and	expansion	of	IWS

• One	of	the	most	concentrated	regions	globally	for	
active	IWS

• Institutional	conditions:
• Common	regionally:	US	federal	policies,	western	US	
water	law
• Diverse	locally:	state	management	of	instream flows,	
land	ownership	patterns

The	Western	United	States
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As	of	2014:
• 48	active	programs

• 12	pilot	or	design	programs
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• Historic	role	of	government	has	been	in	regulating	water	quality	at	the	
federal	level	and	water	quantity	at	the	state-level

• IWS	is	an	important	component	of	governance	in	the	western	US

• 2014	Survey	Data	identified	48	active	programs:
1. 92%:	government	participation	as	main	program	actor
2. 65%:	policies	as	motivations	for	program	inception	
3. 58%:	presence	of	government-managed	land	

Government	presence	in	IWS
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Government	regulations	and	actors	in	IWS	by	main	water	concern
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• Historically	(and	still)	government	regulatory	frameworks	motivate	IWS

• The	influence	and	roles	of	government	have	changed	over	time	in	
response	to	different	water	resource	concerns	

• Government	is	expanding:	more	direct	participation	in	voluntary,	
incentive-based	approaches,	and	more	supporting	program	roles

12

Government	as	a	key	factor	impacting	IWS	in	western	US



Overview
• Water	governance	structures	still	need	government,	and	
nongovernmental	actors	as	well	to	work	across	boundaries

• Government	is	key	to	IWS,	and	more	broadly,	water	governance	in	the	
region,	as:
• Policies	and	regulations	to	motivate	IWS
• Land	managers	and	ecosystem	services	suppliers
• Investors	and	support	roles	

13

Government	as	a	key	factor	impacting	IWS	in	western	US
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