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Preface by the Go-Chairs

We need a sea change in how we understand
and act on water. The purpose is clear: bring back
stability to the global water cycle, deliver on the
human right to safe water, achieve food security
and development that works for all, and keep our
planet safe for generations to come.

The global crisis of water hurts the most vulnerable
first, and hardest. More than 1,000 children under
five die every day from unsafe water and lack of
sanitation. Yet no community or economy will be
spared the consequences of a water cycle that

is out of kilter - itself the result of our collective
actions over decades. Most dangerously, we will
fail on climate change if we fail on water. We will
also fail on each and every one of the Sustainable
Development Goals.

As Co-Chairs of the Global Commission on the
Economics of Water, we are convinced that the
world can turn the tide on this crisis. But only if we
acknowledge why existing approaches have failed,
embrace a fresh policy lens, and move with the
boldness and urgency that the crisis demands.

The Commission'’s report sets out the shifts
required to drive radical changes in how water is
valued, managed, and used. The new economics
of water begins by recognising that the water
cycle must now be governed as a global common
good, that can only be fixed collectively, through
concerted action in every country, collaboration
across boundaries and cultures, and for benefits
that will be felt everywhere.

Critically, we must value water properly to reflect
the multiple benefits it provides as Earth’s most
precious resource, including the roles of green
water - the water stored as soil moisture and in
vegetation - in sequestering carbon and sustaining
nature’s ecosystems. We must ensure that prices,
subsidies, and other incentives are brought
together to ensure that water is used more
efficiently in every sector, more equitably in every
population, and more sustainably. We must shape
economies to allocate and use water properly from
the start and avoid having to fix problems after they
occur. And we must organise all stakeholders, from
local to global, around the missions that get to the
heart of the global water crisis, so as to spur a wave

of innovations, capacity-building and investments -
and evaluate them not in terms of short-run costs
and benefits but for how they can catalyse long-run,
economy-wide benefits.

Our report, The Economics of Water: Valuing the
Hydrological Cycle as a Global Common Good, is
inspired by, and builds on, the game-changing Stern
Review on the Economics of Climate Change and
Dasgupta Review on the Economics of Biodiversity.
We hope that the trilogy provides a pathway for
integrated thinking and action on these fundamentally
interrelated challenges of sustainability.

The Commission submits this report to help advance
new thinking and actions under the multilateral water
agenda, including the important work of the UN
Special Envoy for Water and that being pursued under
the UN System-wide Strategy for Water and Sanitation,
and the initiatives leading to the UN Water Conference
2026. We also call for water's critical role, and the need
for collective action to restore a stable hydrological
cycle, to be recognised in deliberations under the UN
Framework Convention on Climate Change (UNFCCC),
Convention to Combat Desertification (UNCCD) and
Convention on Biological Diversity (CBD).

As Co-Chairs, we are grateful to our colleagues on the
Commission, whose wisdom and diverse experiences
were integral to our work. We also benefitted greatly
from insights from experts from across the public and
private sectors, academia, and civil society. We also thank
the Government of the Netherlands as the convener
of our Commission, for having entrusted us with this
vital task, and the OECD for their invaluable support.

The Commission’s recommendations are only the
beginning of a new journey. It must be a journey
that involves continuous dialogue, and that

makes inclusivity an action, not just a goal. One
that involves all voices including youth, women,
marginalised communities, and the Indigenous
Peoples on the frontlines of water conservation.
One that catalyses a new understanding among
leaders and mayors, civil society activists and social
scientists, and that motivates businesses to do well
by contributing to the public good. A journey that
ultimately creates a new social contract: to achieve
justice and dignity everywhere and sustains the
benefits of nature’s ecosystems for humanity.
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Tharman Shanmugaratnam Mariana Mazzucato
President, Republic of Singapore Professor in the Economics of Innovation and

Public Value at University College London and
Founding Director of the UCL Institute for
Innovation and Public Purpose

Ngozi Okonjo-lweala Johan Rockstrom
Director-General, World Trade Organization Professor in Earth System Science at University

of Potsdam and Director of the Potsdam Institute
for Climate Impact Research

“Creating the Global Commission on the Economics

of Water, we aimed to bring together leaders across
generations, expertise and cultures, beyond water.

I am convinced that the watercycle needs to be
understood and valued by everyone. Working together
and fostering our collective perspectives, we were
able to capture the true values of both green and blue

‘ b4 water and imagine just water partnerships. We want
to inspire and provoke, because we must reshape

our shared relationship with water for sustainable,

Henk Ovmk impactful and just transitions.”
Executive Director, Commissioner, Global

Commission on the Economics of Water L E e
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Preface by youtn

A tilted hydrological cycle is fundamentally an
intergenerational issue. Since its launch at the
World Water Forum in Bali, the Youth Water
Agenda has engaged with hundreds of young
people worldwide who recognise the stakes and
are committed to protecting our global common
good. However, current market and societal
structures significantly limit young people’s
ability to fully participate in properly valuing and
governing of the hydrological cycle as a global
common good.

The continued overexploitation and
mismanagement of water by current generations
are pushing the hydrological cycle increasingly

out of balance, amplifying global instability.

This has obstructed our ability to tackle the
climate and biodiversity crises, meaning that

both current and future generations are already
facing and will continue to face even harsher
periods of water scarcity and floodings, leading to
increased economic hardship, social conflict, and
environmental degradation. We, the youth and
generations to come, will most acutely experience
the consequences of today's inaction, and we have
the right to meaningfully participate in shaping the
world we will inherit.

As young people, we must (1) ensure that blue

and green water resources are used sustainably
and replenished so that future generations

inherit a system capable of supporting their

needs; (2) commit to protecting the balance of the
hydrological cycle so that both present and future
generations have equitable access to clean and
sufficient water, including for productive use, and
prevent the concentration of resources or pollution
in ways that would disadvantage those to come;
and (3) hold to account the current generation to
act as stewards of our global common good, taking
responsibility for the long-term impacts of their
decisions on water, ecosystems and beyond.

A key mission of the Youth Water Agenda is to
secure dignified livelihoods for current and future
generations in a world where uncertainty is
rapidly becoming the norm. We believe that true
intergenerational justice can only be achieved

if young people are meaningful engaged and
systematically included within decision-making
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processes across governing institutions, multilateral
systems and frameworks.

Strong investments in transforming educational
systems are imperative to ensure we have a
generation well-prepared to safeguard the
hydrological cycle. Young engineers, economists,
farmers, entrepreneurs, researchers, bankers
and policymakers are uniquely positioned to
foster a systemic understanding of water-related
challenges and spark transformational shifts.
The youth potential is immense, yet, many areas
of value creation within our societies - including
academia, industry, and policymaking - remain
hierarchical and dominated by older generations.
Therefore, we urge governments at all levels to
invest in youth and shape today's labour markets
to integrate young professionals and their voices
into the economy. By investing in education and
creating green jobs for young professionals, we
can unlock exponential growth in intergenerational
innovation and research across sectors, address
systemic challenges and drive change, while scaling
up and supporting existing youth-led solutions
and talent.

In building a safe and just water future, as
endorsed by the Global Commission on the
Economics of Water, young people must be
continuously included, consulted and adequately
compensated at each step of the process, with
robust accountability mechanisms, to promote an
intergenerational approach to water governance.
Shaping markets means investing in youth today -
a condition for success tomorrow.

Elizabeth Wathuti, on behalf of the Youth Expert
Group

Founder, Green Generation Initiative,

Commissioner, Global Commission on the
Economics of Water
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From crisis to opportunity

The world faces a growing water disaster. For the
first time in human history, the hydrological cycle
is out of balance, undermining an equitable and
sustainable future for all.

We can fix this crisis if we act more collectively, and
with greater urgency. Vitally too, restoring stability of
the water cycle is critical not only in its own right, but
to avoid failing on climate change and safeguarding
all the earth’s ecosystems, as well as on each

and every one of the Sustainable Development
Goals (SDGs). It will preserve food security, keep
economies and job opportunities growing, and
ensure a just and liveable future for everyone.

Decades of collective mismanagement and
undervaluation of water around the world have
damaged our freshwater and land ecosystems and
allowed for the continuing contamination of water
resources. We can no longer count on freshwater
availability for our collective future. More than 1,000
children under five die every day from illnesses
caused by unsafe water and sanitation. Women and
girls spend 200 million hours each day collecting
and hauling water. Food systems are running out
of fresh water, and cities are sinking as the aquifers
underneath them run dry.

We have, fundamentally, put the hydrological
cycle itself under unprecedented stress, with
growing consequences for communities and
countries everywhere. Our policies, and the
science and economics that underpin them, have

also overlooked a critical freshwater resource,
the “green water” in our soils and plant life, which
ultimately circulates through the atmosphere
and generates around half the rainfall we receive
on land.

Most gravely, while itself a victim of climate change,
the degradation of freshwater ecosystems including
the loss of moisture in the soil has become a driver
of climate change and biodiversity loss. The result
is more frequent and increasingly severe droughts,
floods, heatwaves, and wildfires, playing out across
the globe. And a future of growing water scarcity,
with grave consequences for human security.
Nearly 3 billion people and more than half of the
world's food production are now in areas where
total water storage is projected to decline.

We need bolder and more integrated thinking
and a recasting of policy frameworks to address
these challenges. The Global Commission on
the Economics of Water (GCEW) calls for a new
economics of water:

+  One that recognises the hydrological cycle
as a global common good: understanding
that it connects countries and regions
through both the water that we see
and atmospheric moisture flows; that
it is deeply interconnected with climate
change and the loss of biodiversity with
each rebounding on the other; and that it
impacts on virtually all the SDGs.
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+  One that transforms water governance
at every scale, from local to river basin
to global, to ensure it is governed more
effectively and efficiently, delivers access
and justice for all, and sustains the earth'’s
ecosystems.

*  One that brings together fundamental
economic concepts and tools, to value
water properly to reflect its scarcity and the
multiple benefits it provides as the Earth's
most precious resource.

*  One that tackles externalities caused by the
misuse and pollution of water but shifts
from fixing them after the fact to shaping
economies so that water is used efficiently,
equitably, and sustainably from the start.

*  One that spurs a wave of innovations,
capacity-building and investments,
evaluating them not in terms of short-run
costs and benefits but for how they can
catalyse long-run, economy wide benefits
and hence dynamic efficiency gains
through learning, scale economies and cost
reductions.

One that recognises that the costs
entailed in these actions are very small in
comparison to the harm that continued
inaction will inflict on economies

and humanity.

Why we must govern the
water cycle as a global
common good

It starts with recognising that the problems we
face are not only local. Communities, countries
and regions are interdependent not just through
transboundary blue water - as globally, more than
263 watersheds and 300 aquifers span political
boundaries - but through atmospheric moisture
flows that travel great distances.

Current approaches tend to focus on water
resources rather than the economic drivers that
shape the water cycle. They also deal predominantly
with the water we can see - the “blue water” in our
rivers, lakes, and aquifers. They overlook a critical
freshwater resource, namely “green water” - the
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water stored as soil moisture and in vegetation,
which returns to the air through evaporation and
transpiration. As it circulates naturally, green water
generates around half of all rainfall over land, the
very source of all our freshwater.

Further, current approaches too often assume
stable patterns of water supply year after year,
but this is no longer true: as land-use changes and
global warming destabilise the water cycle, rainfall
patterns are shifting.
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Most dangerously, disruptions to the water cycle
are deeply intertwined with climate change and

the depletion of the world's biodiversity, with each
reinforcing the other. A stable supply of green water
in soils is crucial to sustaining the natural systems
that absorb more than a quarter of the carbon
dioxide emitted from fossil-fuel combustion.

Yet the loss of wetlands and soil moisture, together
with deforestation, is depleting some of the world's
most important carbon stores, accelerating global

" Ocean
Precipitation

warming. In turn, rising temperatures trigger
extreme heatwaves and increased moisture

loss, severely drying landscapes and heightening
the risk of wildfires. When viewed holistically,

the impact of water scarcity on both people and
nature now jeopardises virtually every one of the
SDGs. Left unchecked, it will result in growing
gaps in nutrition in populations already at risk, the
greater spread of diseases, widening inequalities
within and across nations, and increased conflicts
and forced migration.
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The water cycle must therefore be governed as
a global common good: recognising, first, our
interdependence through both blue and green
water flows; second, the wicked interaction
between the water crisis, climate change, and
the loss of the planet's natural capital; and third,
how water flows through all our 17 SDGs. A
destabilised water cycle is a large-scale collective
and systemic problem, which can only be fixed
through concerted action in every country and
collaboration across boundaries and cultures.

A shared understanding of the common good
is crucial. Otherwise, what might look good for
one country today could easily create problems
for that same country tomorrow, as well as for
others around the world.

The costs of inaction

The human and economic costs of inaction will
be substantial. Globally, total water stored on
and beneath the Earth'’s surface is unstable and
declining across areas where populations and
economic activity are concentrated, and crops
are grown.

+ High-population density hotspots,
including northwestern India,
northeastern China and south and
eastern Europe, are particularly
vulnerable.

+ The poorest 10% of the global population
obtain over 70% of their annual
precipitation from land-based sources
and will be hardest hit by deforestation.

« If rainfall that originates from
deforestation hotspots were to
disappear, growth rates in Africa and
South America could drop significantly
- by 0.5 and 0.7 percentage points,
respectively.

+ Intensely irrigated regions tend to see
declines in water storage with some
experiencing a rate of decline twice as
fast as other regions. If current trends
persist, extreme water storage declines
could make irrigation unfeasible, leading
to a 23% reduction in global cereal
production.

12

The economic impacts of such trends will be
severe. The combined effects of changing
precipitation patterns and rising temperatures
due to climate change, together with declining
total water storage and lack of access to clean
water and sanitation imply that high-income
countries could see their GDPs shrink by 8% by
2050 on average, while lower-income countries
could face even steeper declines of between 10%
and 15%. Disruptions of the hydrological cycle
therefore have major global economic impacts.

The water challenge becomes even more pressing
when we recognise how much water each person
needs daily to live a dignified life. While 50 to 100
litres per day is required to meet essential health
and hygiene needs, a dignified life - including
adequate nutrition and consumption - requires

a minimum of about 4,000 litres per person per
day. Most regions cannot secure this much water
locally. Although trade could help distribute water
resources more equitably, it is hampered by
misaligned policies and the water crisis itself.

Reframing the economics

of water: Shaping markets
for efficiency, equity, and
environmental sustainability

We need a new water economics to redefine the
way we value water and govern the water cycle as a
global common good. At its heart is the recognition
of the connection between environmental
sustainability, social equity, and economic
efficiency.

Historically, these “Three ‘Es” (3Es) have been pitted
against each other. The GCEW envisions the 3Es

as interdependent, equally important, and best
implemented together through a more robust
economics.

A core shift is to correctly price water and allocate
subsidies to achieve both its efficient use and
access for all. The widespread under-pricing of
water today encourages its profligate use across
the economy. It can also quite unwisely skew the
locations of the most water-intensive crops, and
water-guzzling industries such data centres and
coal-fired power plants, to areas most at risk of
water stress. Further, we must recognise the value
of green water, including its co-benefits, in decisions
on land use planning.



Water is often taken for granted as an abundant
gift from nature, when in fact it is scarce and costly
to provide to users. Economic modelling tells us
adjusting water tariffs to account for water scarcity
and its externalities can drive significant GDP
gains, particularly in water-scarce, low- and middle-
income countries. Proper pricing reduces wastage,
promotes more productive use, and ensures that
water is treated as the valuable resource that it is.

This impact can be amplified by eliminating
harmful subsidies in water-intensive sectors or
redirecting them towards water-saving solutions
and providing targeted support for the poor and
vulnerable. By doing so, we can unlock a triple
dividend: improved water management enables
greater prosperity and economic growth, the
benefits are pro-poor and enhance equity, and
environmental sustainability is promoted through
improved management of water resources.

To actively put the 3Es at the centre of our
response, calls for recognising the power

of economic incentives in promoting better
stewardship of water resources. This must include
recognising both the positive externalities that
contribute to the full value of water, including
multiple benefits of a stable hydrological cycle,
and tackling the negative externalities caused for
example by water pollution and over-abstraction.
Further, our economic framing should shift from
sorting out problems after the damage has been
done to preventing them from occurring in the
first place. We should shift from fixing externalities
after the fact to shaping economies, so that water
is allocated and used efficiently, equitably, and
sustainably from the start.

Indeed, markets across our economies -

from agriculture and mining to energy and
semiconductors - must be reshaped to achieve
this. Opportunities for innovation around our water
challenges need to be assessed not in terms of
short-run costs and benefits but in terms of how
they can catalyse long-run, economy wide benefits
and hence dynamic (rather than static) efficiency
gains. This requires understanding the dynamics
of increasing returns to scale, where cumulative
investments generate learning, innovation and
cost reductions.

Five mission areas to address
the water crisis

To radically transform both water use, and supply
requires a shift from siloed and sectoral thinking
to an economy-wide approach to the entire water
cycle including both blue and green water, that
shapes and crowds in innovations. It will require
new commitments from many actors and sectors
and new roles for governments - including a
mission-oriented approach to meeting the most
fundamental water challenges. The GCEW offers
five such missions, as critical adaptive pathways
towards safe and just water futures.

It means reorienting the policy tools - pricing,
subsidies, regulations, procurement, grants, loans
- and the roles of the institutions, such as public
development banks, water utilities, state-owned
enterprises, to achieve these critical goals.

Governments can catalyse investments in water in
every sector through greater certainty in policies
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Zooming in on agriculture in Africa

As climate change advances, we have a critical window for transformation of agriculture in Africa, where food
and nutritional demands are certain to grow significantly in coming decades. Many parts of Africa are well
endowed with shallow groundwater resources. Around 255 million people in poverty live above this vast and
largely untapped resource. This condition presents an opportunity to boost crop yields and build food security
without investments in potentially costly, environmentally damaging and socially disruptive large storage
dams. The availability of affordable solar-powered pumps enables farmers to draw groundwater at almost

zero marginal extraction cost.

These should be combined with effective initiatives and policy incentives to address risks of over-abstraction
of groundwater and to groundwater-dependent ecosystems. Steps should be taken to reform land-use

and farming practices to conserve soil moisture and scale up rainwater harvesting systems to enhance

the resilience of agriculture which is very largely rainfed in Africa. There is ample opportunity to unleash a
revolution in more sustainable food production to meet both Africa’s and global needs.

and regulation, and especially through patient
investment with a long-term direction. They
must also establish more symbiotic partnerships
with the private sector, including incorporating
conditionalities in contracts, such as to ensure
high standards of water use efficiency and
environmental protection.

Policymaking must become more collaborative,
accountable, and inclusive of all voices, especially
those of youth, women, marginalised communities,
and the Indigenous Peoples who are on the
frontlines of water conservation.

We can and must succeed in tackling five
missions that address the most important and

interconnected challenges of the global water crisis.

Mission 1: Launch a new revolution in
food systems

The Green Revolution more than a half century
ago significantly increased agricultural yields and
lifted large populations out of poverty. We now
need another major transformation in agriculture
to reshape the reliance on large quantities of water
and nitrogen-based fertilisers, so as to sustain

the planet, while at the same time strengthening
farmers’ incomes and delivering nutrition equitably

across populations. We must make radical gains in
water productivity - maximising yield per drop of
water - and in preserving soil moisture.

This can be achieved by scaling up access for
traditional farmers to micro irrigation techniques
and the use of climate-resilient seed variants

and cropping patterns. While water irrigation will
inevitably have to grow in the next few decades to
meet growing food needs, a combination of these
measures is estimated generate savings in irrigated
water consumption of a quarter or more by 2050.
To work best, the measures should be coupled with
regulatory measures to cap water withdrawals, to
ensure water savings are not re-channelled back
into expanding irrigated areas or used to switch to
more water-intensive crops.

It also requires a major step-up in adoption of
regenerative agriculture systems to preserve
soil health - including by storing organic carbon
in the soil and improving soil water retention -
with the aim of covering at least 50% of global
cropland by 2050. Achieving these systems will
require leveraging large agroindustry coalitions
to transform supply chains, as well as creating
farmer-centred solutions that enhance demand for
regenerative agricultural products and restoring
sustainable traditional techniques.




Critically too, we must reduce our collective
dependence on water-intensive foods. We
should aim to increase the share of plant-based
sources to about 30% of proteins in people’s
diets by 2050, particularly in higher income
nations which have high red meat and dairy
consumption. Examples already show we can
move in this direction through R&D and culinary
innovations, and low lift interventions that do not
remove a sense of individual choice. This global
shift is ambitious, and consumer habits will take
time to evolve. However, they are necessary

for everyone's good as animal-based foods are
major drivers of the agriculture sector’s impact
on water use, greenhouse gas emissions and
natural habitat loss.

Mission 2: Conserve and restore natural
habitats critical to protect green water

Changes in land use over the last half century
have had the largest negative impact on
freshwater ecosystems. Agricultural expansion
in particular has been the main driver of
deforestation, altering green water’s key role

in the hydrological cycle, hence impacting
rainfall patterns, lowering agricultural yields and
threatening food security itself, particularly as
80% of the total cropland and more than half of
the world's food production is rainfed.

It is therefore critical to integrate the benefits

of green water into how we manage land use
and natural habitats and guide investments for
their conservation. To safeguard this precious
resource, we should aim to conserve 30% of the
world's forest and inland water ecosystems and
restore 30% of degraded ecosystems by 2030,
in line with the Global Biodiversity Framework.
Priority should be given to protecting and
restoring those areas that can best contribute to
a stable water cycle. Efforts must also be made
to engage with and support Indigenous Peoples,
who are stewards of a quarter of the planet's
land and about 40% of remaining natural lands
worldwide.

Mission 3: Establish a circular water
economy

Wastewater reuse holds significant, untapped
potential. About 8% of today’s total freshwater
withdrawals, close to the total amount distributed
by municipalities worldwide, can be reclaimed from
wastewater every year. Massive inefficiencies also
exist in water distribution, with roughly 40% of
urban water lost through leakage, for example from
ageing pipelines. The costs saved by minimising
these leaks are substantial and could be reinvested
to extend the reach of water infrastructure and
ensure its regular upgrading.

We must establish a circular water economy that
captures the full value of every drop. Industrial
strategies that catalyse and shape technologies and
systems that are greener, more inclusive, and more
resilient are required. For example, breakthroughs
in membrane and solvent-based technologies are
driving down costs of water recycling, enabling

a future where each drop of used water can
eventually yield another drop. Treatment and reuse
of wastewater within business facilities must also
be scaled up and backed by clear regulations and
standards to protect public safety. These moves are
more beneficial if water saved is directed towards
conservation, not towards furthermore intensive
water uses.

Beyond just water, wastewater treatment offers

the potential to recover valuable resources such

as nutrients, energy, heavy metals, and minerals -
generating new revenue streams and enhancing the
sustainability of our water systems.

Mission 4: Enable a clean-energy and Al-
rich era with much lower water intensity

Renewable energy, semiconductors and artificial

intelligence (Al) are defining a new economic era.
We must ensure their growth does not exacerbate




global water stresses or constrain the benefits
they provide.

Water-efficient clean energy solutions are being
introduced and must now be scaled up - from
waterless cleaning for solar panels, to second-
generation biofuels, to water-efficient cooling
towers for nuclear and geothermal plants.

Setting higher standards of both energy and water
efficiency for producing semiconductor chips and
operating data centres will speed up the adoption
of viable solutions and spur innovation. Changes
are also needed in how the world mines and
produces metals which are foundational to both the
clean energy transition and Al revolution, especially
by scaling up the adoption of closed-loop water
systems.

Mission 5: Ensure that no child dies from
unsafe water by 2030

We can no longer ignore the large-scale human
tragedy, including innumerable child deaths, caused
by unsafe water and sanitation. Unacceptably too,
the problem of contaminated water continues to
grow, undermining water's ecosystem services,
economic development, and human well-being.

Cities such as Phnom Penh in Cambodia, Porto
Alegre in Brazil and others in China have shown
that it is possible to bring water and sanitation to
poor and vulnerable communities. However, much
more needs to be done in every region to tackle this
problem, through solutions for both the resilient
supply of clean water and its more efficient and
equitable use.

We need a paradigm shift to ensure access to
rural and hard-to-reach communities. Advances
in technologies and capacity-development have
reached a point where decentralised water
treatment and sanitation systems are a viable
complement to centralised utilities. Affordable,
off-grid water treatment solutions can now deliver
clean water to these communities, and with much
less discharge or pollutive sludge. Low-cost point-
of-use chlorination can also be scaled up in low-
income countries.

National public finance and central government
funding should support decentralised systems and
provide technical assistance to local districts to
enhance water and sanitation capabilities.
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It is also vital to rebuild resilience in water supply
by restoring and expanding wetlands and other
natural storage solutions.

Equally, utilities and governments must manage
water demand more effectively and equitably, and
improve cost-recovery so as to enable continuous
maintenance and investments. Tariff and subsidy
structures should incentivise water conservation
particularly by the largest users while supporting
the poor.

Critical enablers of change

The GCEW has identified critical enablers to
successfully tackle these five missions. They reflect
key dimensions of the critical new way of governing,
nationally and internationally, to benefit both
people and the planet.

Govern partnerships, property rights, and
contracts for an efficient, equitable and
sustainable future

Around the world, in cities and countries there is an
unfulfilled need for (forging) enduring partnerships
to deliver efficient, equitable, and environmentally
sustainable water solutions.

Among water utilities, both public and private
operators have frequently struggled to provide
cost-effective, accessible, and resilient services.
Symbiotic partnerships, with collaborative decision-
making and contract designs that steer the private
sector towards public value creation, and with

an appropriate sharing of risks and rewards, can
address this need.

Importantly, regulatory frameworks must focus on
outcomes-based performance measures, regarding
both operational efficiencies and long-term system
resilience. Regulators should also enable regular
tariff adjustments to reflect the true costs of water
provision and support timely maintenance and
reinvestment, without comprising incentives for
operational cost-efficiency. They should allow
investors to achieve viable economic returns, whilst
guarding against monopolistic pricing.

We must also recognise the impact of legacy

water rights tied to property ownership or special
interest influences, which have especially affected
Indigenous Peoples and local communities without
modern titles to land.



Solutions may include renegotiating existing
contracts, setting conditions on new agreements,
and preventing water rights from becoming
entrenched as quasi-property rights that hinder
necessary reallocation efforts.

Shape finance for a just and sustainable
water future

Water, as a sector, and water efficiency across
every sector, remain severely underfunded.
Achieving SDG 6 alone will require around $500
billion per year in additional investments in low-
and middle-income countries. Yet, this funding gap
is only part of the story. Far greater investments
are needed to conserve both blue and green water
and scale up innovations for more efficient water
use across agriculture, industry, mining, and other
sectors that are critical for stabilising the water
cycle - underpinned by the new economics of water
advocated in this report.

Public investment in water security suffers from
puzzling neglect, in too many countries. All too
often, the approach to water infrastructure has also
been short-term and reactive, leading to neglected
assets, frequent service disruptions and leakage -
culminating in higher long-term costs.

Private investment in the water economy has been
sparse, and most so in developing countries. The
under-pricing of water in many cases weakens

the case for investment. Investors have also been
deterred by the high upfront investments and
long payback periods typically required in water
infrastructure, without the regulatory consistency
that is needed to reduce risks.

We need a new understanding between
governments and private investors, to reduce and
ensure a fair distribution of risks, and to raise the
quantity, quality and reliability of finance for water.

Governments - national and local - need to provide
for realistic tariff adjustments and greater certainty
in policies and regulation, as well as reprioritise
investments in water in public finance itself, There
is also a large opportunity to reduce and redirect
the massive direct and indirect financial subsidies
which currently contribute to the overuse of

water and pressure on the hydrological cycle.
Environmentally unsound and inefficient subsidies
in agriculture and water and sanitation are
estimated to be at least US$700 billion per year.

The discount rates used to assess investments in
water infrastructure and ecosystem preservation
should take into account their long term -
including intergenerational - social, economic and
environmental benefits. Further, there has to be
concerted effort to recognise the value of green
water, which is essential to develop schemes for
Payment for Ecosystem Services.

Development banks - national, regional, and
multilateral - must also be regeared to play catalytic
roles across their activities, to mobilise vastly greater
amounts of private finance, including the patient,
long-term finance for water infrastructure projects.

We should establish Just Water Partnerships to
ensure larger and more reliable financing of water
in low and lower- middle income countries to
expand water infrastructures and scale up
innovations, serve vulnerable communities

and protect ecosystems. These partnerships,
involving development finance institutions and
national authorities, should seek to build capacity
and strengthen the pipeline of water projects

to mobilise investments and manage water
sustainably. They should make more active and
bolder use of the menu of instruments available
to catalyse private investments, including first-
loss guarantees, concessional finance, and co-
investment arrangements. There is also untapped
potential for diversifying risks, by bundling water
projects across sectors and countries, to attract
funding from institutional investors.

Harness data as a foundation for action

Data is critically needed to transform how we value
and govern water.

+  For governments, water data is key to
sustainable water management at every
scale - from river basin to inter-basin to
sensitive evaporation sheds. Robust water
metrics allow governments to estimate
externalities and hold polluters accountable
for the harm they cause. They also support
early warning systems for climate and
water extremities.

+  For private entities, data is essential for
mitigating water and climate risks in their
operations and supply chains, and steering
investment towards practices that are just
and sustainable and do not destabilise the
hydrological cycle.
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+  For citizens, access to good water data
empowers them to engage in water-related
decision-making and contribute to the
development of locally relevant solutions. It
also enables consumers to make informed
choices, which could influence corporate
decisions.

The water data landscape today is highly
fragmented and has large gaps. Alarmingly, data
collection, quality and comparability have declined
in recent years.

We should work towards a new global water

data infrastructure to enable science-based
decision making, using and building on data at
every level of the water cycle including local and
Indigenous knowledge. To achieve this goal,

data collection within water basins and globally,

and interoperability of data reporting must be
strengthened to ensure methodological consistency
and the capacity to benchmark outcomes and thus
highlight best practices.

We should also generate momentum for market-
based disclosure of corporate water footprints
through actions by coalitions involving the private
sector and civil society organisations, and expedite
work towards regulatory standards that mandate
disclosure, taking lessons from the journey towards
carbon disclosure. Regulatory requirements should
aim to throw light on the double materiality of
companies' dependence on water as well as the
impact of their operations on water resources and
land use changes.

Crucially too, we must develop pathways to value
water as natural capital. Though still in its early
stages, this initiative is an important enabler for
responsible stewardship of freshwater ecosystems,
and for recognising the interconnection between
conserving water and reducing carbon emissions.

It also enables governments and all stakeholders to
evaluate the costs and benefits associated with land
conversions, conservation, and restoration projects.

Build global water governance

As we have highlighted, water runs through

virtually all the SDGs, impacting economies and
human well-being everywhere. Further, the
hydrological cycle transcends local and national
boundaries, connecting us all. And water problems
are reinforcing climate change and the loss of
biodiversity. Yet, our current multilateral governance
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of water is fragmented, incomplete and ineffective.

The UN has recently adopted the UN System-

wide Strategy for Water and Sanitation focused

on accelerating progress to achieve SDG 6. There
are also existing legal arrangements, such as the
UNECE Convention for the management of the
transboundary rivers and lakes, which however only
address blue water for riparian states, overlooking
the critical role of green water in ecosystem and
climate regulation, food security, and its interactions
with blue water. It is time to consider whether and
how similar governance arrangements could be
applied to atmospheric moisture flows, for instance
drawing inspiration from the UNECE Convention on
long-range transboundary air pollution, both in its
process and outcomes.

The ultimate ambition for global water governance
should be the establishment of a Global Water
Pact. It should recognise that water is both a

local and global issue, and the hydrological cycle,
encompassing both blue and green water is a
collective and systemic challenge. The Pact should
set clear and measurable goals to stabilise the
hydrological cycle and safeguard the world's water
resources for a sustainable and just water future.
However, the path to such a Pact requires a careful
and multi-stakeholder approach, identifying
intermediate milestones and enhancing existing
conventions both in water and related sectors,
building on the three Rio conventions - the
convention on Biological Diversity (CBD), the United
Nations Convention to Combat Desertification
(UNCCD), and the United Nations Framework
Convention on Climate Change (UNFCCC), as well as
the Ramsar Convention on Wetlands.

Reforms to global water governance must be
complemented by public sector capacity building at
the local, regional, and national levels. Governments
require the administration and implementation
capacity to design, develop, and deliver water
missions with a focus on designing more symbiotic
partnerships and financial arrangements and
ensuring the effective governance of data

and utilities.

The five critical water missions identified by the
GCEW provide a starting framework. Around each
of them, coalitions from public-private-philanthropic
partnerships can draw on diverse expertise to
tackle the water challenges. These coalitions could
contribute to a broader multilateral process in

the longer term. For instance, the World Bank’s



Global Challenge Program on water, “Fast Track
Water Security and Climate Adaptation”, seeks to
mobilise public and private sector resources across
three broad pillars: (i) universal access to water and
sanitation (ii) irrigation and water management, (iii)
climate adaptation and resilience.

Addressing the root causes of the local to global
water crisis, revaluing water, governing the
hydrological cycle as a global common good and
spurring innovative solutions, means recognising
the necessity of a dialogue process that paves the
way for a Global Water Pact. Such an ambitious
dialogue process must involve engaging all sectors
and all voices, particularly those marginalised or
disproportionately affected by water scarcity and
degradation, including Indigenous Peoples and
local communities, women, and youth. It also
means shaping a common understanding by
including diverse and local perspectives of water
management. It must lead to a clear action agenda,
a methodology for institutional innovation and
development of the capacities to see it through.

Turning the tide for a just and
sustainable water future

Humanity needs a new course for water at
every scale: from local sources to river basins,
from national to transboundary and globally in
multilateral cooperation.

The challenges we face are far from
insurmountable. We can and must transform them
into an immense global opportunity. One that
drives economy-wide innovation and prosperity.
One that forges a new social contract among all
stakeholders. One with justice and equity at the
centre of its efforts.

Our commission’s work and proposals are just

the beginning. They chart a new economics for a
future where water efficiency and security can be
achieved for all, where ecosystems are protected,
and sustainable development can be realised,
everywhere. We can turn the tide on the water crisis
and create a more resilient and equitable world for
generations to come.
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The GCEW offers a set of recommendations, to value and govern water so as to stabilise the hydrological
cycle, enable food security and human dignity, and keep the Earth system safe for humanity. Underpinning
all our recommendations is the need for justice and equity to be key principles intrinsic to managing water
more efficiently, dynamically and sustainably, and not merely an add-on.

1. We must govern the hydrological cycle

as a global common good, recognising our
interdependence through both blue and green water
flows; the deepening interconnections between

the water crisis, climate change, and the loss of

the planet's natural capital; and how water flows
through all our 17 Sustainable Development Goals.

2. We must recognise the minimal water
requirements of water for a dignified life. This
report offers 4,000 I/p/d as a reference for
further discussion.

+  New water provision should focus on those left
behind first.

3. We must value water, the Earth’s most
precious resource, to reflect its scarcity, ensure
its efficient and equitable use, and preserve

its critical role in sustaining all other natural
ecosystems.

+  We must price water properly to incentivise its
conservation, particularly by the largest users.
Today's massive subsidies that contribute
to water’s overuse in many sectors and
environmental degradation should be redirected
towards water-saving solutions, protecting and
restoring freshwater ecosystems, and ensuring
access to clean water for vulnerable communities.

«  We must account for the impacts of industrial,
national and global development on both blue
and green water resources.

*  We must also embed the value of green water
systematically in decisions on land use so as
to better protect evapotranspiration hotspots
such as forests, wetlands, and watersheds.
Measuring green water’s benefits, including
its co-benefits, can also enable schemes for
Payment for Ecosystem Services.

4. We must shape markets to spur a wave of
mission-oriented innovations, capacity-building
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and investments across the entire water cycle,
including blue and green water, to radically transform
how water is used, supplied, and conserved. These
investments must be evaluated not in terms of
short-run costs and benefits, but for how they
can catalyse dynamic, long-run economic and
social benefits.

5. We must forge partnerships between all
stakeholders, from local to global, around five
missions that address the most important

and interconnected challenges of the global
water crisis, and must drive innovation in policies,
institutions and technologies:

* Launch a new revolution in food systems to
improve water productivity in agriculture while
meeting the nutritional needs of a growing
world population.

¢ Conserve and restore natural habitats
critical to protect green water.

* Establish a circular water economy, including
changes in industrial processes.

* Enable a clean-energy and Al-rich era with
much lower water intensity.

*  Ensure that no child dies from unsafe water
by 2030, by securing the reliable supply of
potable water and sanitation for underserved
communities.

6. We must forge symbiotic partnerships
between the public and private sectors to
deliver efficient, equitable, and environmentally
sustainable use of water from the start.

* Governments should incorporate
conditionalities in contracts and property rights
to ensure high standards of water use efficiency
and environmental protection, including
corporate responsibility for watershed and
water basin conservation programmes. They



should also provide certainty for investors
through clear and consistent regulation and
policies, including realistic tariff adjustments.

+  For utilities, collaborative decision-making
and contract design can steer the private
sector toward public value creation with
appropriate risk and reward sharing. The focus
of partnerships should be on outcome-based
performance for operational efficiencies and
long-term system resilience.

7. We must raise the quantity, quality and
reliability of finance for water in every sector.

* Government budgets themselves must
reprioritise investments in water, and
repurpose today’s environmentally
harmful subsidies, estimated at over US$700
billion per year in agriculture and water and
sanitation alone. The discount rates used to
assess investments in water infrastructure
and ecosystem preservation should take
into account their long term - including
intergenerational - social, economic and
environmental benefits.

* Development finance institutions (DFIs) -
national, regional, and multilateral - must
be regeared to provide catalytic finance
to unlock vastly greater amounts of private
finance, including more patient finance for
water infrastructure projects.

* Just Water Partnerships involving DFIs and
national authorities should be established
to build capacity and mobilise investments
for low and lower-middle income countries.
There is large untapped potential for doing
so, such as by leveraging concessional finance
and pooling risk through bundling projects
across sectors. Also key in creating an enabling
environment for financing is to build a pipeline
of bankable projects, consistent with holistic,
programmatic approaches and national
development strategies.

8. We must harness data as a foundation for
action by governments, businesses, and communities.

*  We should work towards a new global
water data infrastructure, building on and
strengthening capacities for data collection
on blue and green water at every level of
the water cycle, from local to river basin to

global. It should include local and Indigenous
knowledge, and aim for interoperability of data
reporting.

+  We must accelerate efforts toward market-
based disclosure of corporate water footprints,
and expedite work towards regulatory
standards for mandatory disclosure, so as to
steer action toward sustainable water practices.
The aim must be providing transparency on
the double materiality of water risks posed by
companies’ operations - including both their
own vulnerabilities, and the impact of their
operations on blue and green water resources.
We recommend that water disclosure be
integrated in carbon transition plans and be an
integral part of sustainability-related disclosures.

*  We must develop pathways to value water
as natural capital to enable responsible
stewardship of freshwater ecosystems,
including enabling governments and all
stakeholders to evaluate the costs and benefits
associated with land use changes.

9. We must build global water governance
that values water as an organising principle,
recognises that water is both a local and
global issue, and that the hydrological cycle
encompassing both blue and green water is a
collective and systemic challenge.

* The ultimate ambition should be the
establishment of a Global Water Pact that
sets clear and measurable goals to stabilise the
hydrological cycle and safeguard the world's
water resources for a sustainable and just water
future.

+ To achieve such a Pact, we need a multi-
stakeholder approach that provides for a
clear action agenda, institutional innovation,
and capacity building.

+  The five critical water missions offer a starting
framework for developing public-private-people
coalitions, drawing on diverse expertise and
engaging with all sectors and voices, including
Indigenous Peoples and local communities,
women, and youth.

+  Water and its values should be anchored in
every convention, including climate, biodiversity,
wetlands, and desertification, and UN agreement,
with clear goals and targets.
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Disclaimer

The Global Commission on the Economics of Water is an independent commission. The co-

chairs and the Commissioners each contributed in their personal capacities. The co-chairs took

final responsibility for the contents of the Report, while Commissioners contributed actively with
substantive inputs and comments. The outputs of the Global Commission (reports, executive
summary, infographics, other communication materials) do not necessarily reflect in their entirety the
views of the respective Commissioners or those of their respective institutions.

30



THE ECONOMICS OF WATER: VALUING THE HYDROLOGICAL CYCLE AS A GLOBAL COMMON GOOD 31



GLOBAL COMMISSION on the
ECONOMICS OF WATER

The Global Commission on the Economics of Water (GCEW) is redefining the way we value and
govern water for the common good.

It is presenting the evidence and the pathways for changes in policy, business approaches and
global collaboration to support climate and water justice, sustainability, and
food-energy-water security.

The Commission is convened by the Government of the Netherlands and facilitated by the
Organisation for Economic Co-operation and Development (OECD). It was launched in May 2022
with a two-year mandate.

The GCEW is executed by an independent and diverse group of eminent policy makers and
researchers in fields that bring novel perspectives to water economics, aligning the planetary
economy with sustainable water-resource management.

Its purpose is to make a significant and ambitious contribution to the global effort to
spur change in the way societies govern, use and value water.

info@watercommission.org
watercommission.org

OECD Environment Directorate

Climate, Biodiversity and Water Division
2, rue André Pascal 75775

Paris Cedex 16



	Executive Summary 1-9
	Executive Summary 10-11
	Executive Summary 12-27
	Executive Summary 28-29
	Executive Summary 30-32

