Nature-Based Solutions
for Water Security
Alex McNamara, NBI
October 2020

Business Action for Sustainable Growth

Context
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Water insecurity is a major threat to our development
• South Africa is water scarce and receives half the world’s average
rainfall
• We face an estimated 17% deficit between water supply and
demand by 2030
• Most of our catchments are fully allocated
• Severe droughts are being experienced driven by climatic variability
and climate change
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The natural system that underpins our water security has
also suffered significant degradation in recent decades
•
•

Our main rivers with poor ecological condition have increased by 500% since 1999
An estimated 50% of wetlands have been lost

The deterioration in
ecological condition
of South Africa’s
rivers, 1999-2011
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Source: Nel, J.L & Driver, A
(2015) National River
Ecosystem Accounts for
South Africa

The natural system is essential for the engineered water system to function

Business
Action
for
Source: DEA (2014). SIP19: Ecological Infrastructure
for Water
Security
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A well-known benefit of healthy catchments is reducing the
sedimentation of dams, to maintain a dam’s lifespan

Source: SANBI (2013) Ecological Infrastructure: Nature Delivering Services
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The recognition that healthy catchments
and engineered infrastructure form an
integrated system has led to emphasis in
recent years on the concepts of ‘naturebased solutions’ and ‘ecological
infrastructure’.

“Nature-based solutions
are able to enhance overall
water security by
improving water availability
and water quality while
simultaneously reducing
water-related risks”

WWAP/UN-Water (2018) The United Nations World Water Development
Report 2018: Nature-Based Solutions for Water. Paris, UNESCO.
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Nature-based approaches offer a variety of social, environmental and economic
benefits, including:

• Increasing water yield at a competitive cost

• Improving water quality
• Supporting food security
• Reducing flood damage

• Reducing fire risk (from the reduced growth of alien vegetation)
• Storing carbon
• Providing jobs for semi-skilled people
• Enabling tourism and eco-tourism
• Developing rural economies

The Ecological Infrastructure for Water
Security Project
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Given this context, the Ecological Infrastructure for Water Security project
aims to unlock policy and finance solutions for nature-based approaches

The project runs from 2019 to 2023 and is funded by the
Global Environment Facility (GEF)

The Ecological
Infrastructure
for Water
Security project
works to restore
some of South
Africa's most
critical natural
assets

By:
1. Taking stock of South Africa's existing natural
capital
2. Supporting an enabling environment through
relevant policies and financing mechanisms
3. Undertaking restoration work in two critical
catchments
4. Facilitating knowledge management and social
learning around the importance of the natural
system for water security
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A key part of NBI’s role in this project is to provide a private sector
lens on ecological infrastructure in South Africa

Ecological infrastructure includes healthy mountain catchments, rivers,
wetlands, coastal dunes, landscapes and corridors of natural habitat
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The project is supported by a host of partners:

1. Enabling
Environment

2. Catchment Level
Restoration

3. Knowledge Management &
Social Learning

Actual restoration work is focused on the Greater uMngeni catchment

The greater
uMngeni provides
most of KwaZuluNatal’s water,
including the city of
Durban

The Greater uMngeni Catchment

And the Berg-Breede catchment in the Western Cape

The Berg-Breede
catchment provides
most of the Western
Cape’s water,
including the city of
Cape Town

The Berg-Breede Catchment

Business and Nature-Based Solutions in
South Africa
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All of this begs the question:
What is the role of business in supporting naturebased solutions, if at all?
Understanding what business is already doing, and
what might enable company action, are key parts of
NBI’s initial work under the project.
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In undertaking this preparatory work, we relied primarily on interviews with
members

•

•

•

•

17 interviews were held across
the Western Cape and Gauteng
Supported by desktop study
and attendance at relevant
national and global
workshops/seminars
Our initial findings presented
here for further input and
scrutiny
Feel free to raise your hand at
any point or pop a thought in
the chat

Our main initial findings:
1. Business can derive value from ecological infrastructure projects in various ways
2. There are industry efforts that can be built upon
3. There are future enablers that can be leveraged

4. Certain data and evidence can strengthen private sector uptake
5. A number of financing mechanisms are available
20

Finding 1:

•

The drivers of business behaviour are multifaceted

Business can
derive value
from ecological
infrastructure
projects in a
variety of ways

•

A range of stakeholders can have a significant
influence on companies

•

A wider understanding of what motivates company
action should be applied when thinking about
nature-based solutions

•

Thus, as a starting point, we developed a basic
framework that considers the main role-players
who influence company action…
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To the extent that these stakeholders emphasise ecological infrastructure, so
company value creation can shift over time:
Key Drivers of Corporate Behaviour:
Investors

Regulators

Partner Institutions
Senior Management

Partner Institutions

Customers

Partner Institutions
Employees

Clients

Partner Institutions

Competitors

Source: NBI analysis (2019)

For your future reference: a brief explanation of the previous figure
•

Investors: Investors and financiers have a strong ability to influence company decision-making and areas of focus, including through
ownership and board representation, investor relations teams, company disclosure and investment decision making

•

Regulators: Compliance with legislation and regulation is key for any company. Other important influencers of company behaviour that are
led by regulators include taxes, incentives and subsidies

•

Senior Management: CEOs and senior executives are the primary decision makers within companies. They are also accountable to the
company board and investors

•

Employees: Employees are the heart of any organisation. They are also the driving force behind any change. As for senior management, their
buy-in to a new approach is essential. They can also be critical in sparking internal change

•

Partners: Partner organisations provide support, motivation, information, bridge-building, recognition and access to new networks. They
also conduct research, develop tools and standards, as well as implement pilot projects

•

Clients: By clients we refer to large buyers of a company’s good and services within their value chain. It is important to distinguish here
between a company’s large corporate buyers (clients) and individual public buyers (customers)

•

Customers: An increasing number of customers consider social and environmental aspects in their purchasing. Companies that are customer
facing and thus have an immediate relationship to their customers (such as retailers) are often most influenced by changes in consumer
preferences

•

Competitors: Companies do not want to be outpaced or outdone by their competitors. Companies that lead in a certain direction or adopt a
practice to obtain a competitive advantage can influence other companies in their sector, as well as in the broader economy

Finding 2:
There are
industry
efforts that
can be built
upon

•

Even from the small sample of interviews
conducted, it is clear that certain
companies are undertaking meaningful
work in relation to ecological infrastructure
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There are at least 5 major areas of company intervention to date:

01

02

03

04

05

Supporting
water
stewardship
beyond the
fenceline

Integrating
nature-based
solutions into
supplier
development

Linking
green and
grey in
investment
planning

Contributing
to a
Catchment
Water Fund

Piloting new
tools and
approaches

For example:
Food & Beverage,
Tourism, Banking &
Finance

For example:
Contextual Water
Targets
AWS Certification
ENCORE Tool
ISO 140001 (2015
revision)

For example:
Food & Beverage,
Retail, Mining
Tourism, Forestry,
Banking & Finance

For example:
Food & Beverage,
Retail

For example:
Health Care

Some recent examples of corporate water stewardship in South Africa:

Image Credits: IWaSP. www.iwasp.org/where-we-work/where-we-work/south-africa
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www.uwasp.org.za

And of company consideration of their wider catchment context:

Contextual Water Targets: South Africa Pilot Testing, 2018-9
Greater Cape Town Water Fund, 2018 to present
• Partners: CEO Water Mandate, NBI, Sasol, Woolworths,
• A range of government, civil society and industry partners
Hilton Hotel Group
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Finding 3:
There are
various future
enablers that
can be
leveraged

• In addition to efforts underway,
there are additional enablers that
could help scale action on naturebased solutions
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There are at least 8 major future enablers:

Corporate Disclosure
& Transparency
• The Task Force on
Climate-Related
Financial Disclosures
(TCFD)
• The forthcoming Task
Force on NatureRelated Financial
Disclosures (TNFD)

Cost Reduction
• Reduced insurance
costs and claims from
extreme weather
events
• Reduced water
treatment costs
(applicable to raw
water users)
• Operational efficiency
measures raising the
profile of water more
generally

Enabling Policy &
Incentives

Scaleable Business
Models

• Current Biodiversity
Tax Incentive (Section
37D of Income Tax Act)
• Potential municipal
incentive for riverine
restoration on private
land
• National water
stewardship incentive?
• Relevant by-laws or
regulation
• Policy direction for
State Owned
Enterprises

• Bioenergy
• Alien invasive plants:
charcoal production;
furniture, crafts &
fittings
• Activated carbon
• Eco-tourism
• Sustainable cattle
grazing and auctioning
• Carbon offsets
(voluntary market &
carbon offsets
mechanism under the
carbon tax)

“Over time, the TCFD could be a major driver of change, as
domestic companies are forced to strengthen their water
resilience to curb their potential scrutiny by investors,
given their financial exposure to climate change.

This is a good example of where companies are being
forced to translate their environmental risk into monetary
terms, and to record this as part of their normal financial
statements” (NBI, 2019)
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There are at least 8 major future enablers of action (cont’d):

Risk Management
and Value Creation

Other Enabling
Institutions

• Further use of risk
assessment tools
• Monetisation of water
and biodiversity risk
• From natural capital
impacts to natural
capital dependencies
• Drought and water
crisis prompting action
• Reinsurance sector as
influencer of the
insurance sector
• Improved strategy,
market expansion,
brand awareness and
reputational benefit

• Industry bodies that
could play a greater
role in raising the
profile of nature-based
solutions and natural
capital dependencies
• Cited examples: IRMSA,
IoDSA, SAICA, ECSA,
SAICE

Sustainable Finance
• Heightened investor
interest and action
• Bank capital
allocations, lending
rates and credit
assessments – where
they invest, where they
don’t invest, lending
criteria, client risk
assessment
• Linking green and grey
in traditional
infrastructure
investment

Peer Learning/Voluntary
Agreements/Recognition
of Excellence

• Recognising excellence
in biodiversity and
water management,
building up case studies
and supporting peer
learning amongst
companies

Quantifying company water and biodiversity risk
into monetary terms is not the same as the
commodification of nature.
This quantification of risk also allows a company
to formulate a company specific financial case, as
opposed to a broader economic case that is much
harder to sell internally.
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For your future reference: certain industries also have sector specific drivers
Power generation: the hydropower industry has a vested interest in reducing sediment load in rivers, as this
sediment can clog their turbines and increase maintenance costs. Other technologies such as coal thermal and
concentrating solar power are also large water users
Health care: private sector managed hospitals are major water users that cannot operate without readily available
water supplies. While they have sophisticated backup water supplies and plans in place, these are not inexhaustible
Forestry: fire risk is a major concern for this sector and specifically promotes the clearing of alien invasive vegetation by
the forestry sector
Commercial agriculture: given their large water use and considerable reliance on raw water, there is an incentive
for commercial farmers to think more carefully about both upstream water quality and quantity improvements
Tourism: drought, the need for water security and the desire to maintain landscapes, has had a meaningful impact
on the global tourism sector, where water stewardship is increasingly prominent (see for example, the International
Tourism Partnership)

Textiles and clothing: globally the clothing industry is under increasing scrutiny to address its water related
impacts, particularly in relation to their discharges. This momentum is likely to increase over time
Mining: already a strong provider of potable water for communities in their area of operation, mines may also in future
be compelled to invest in nature-based solutions in response to water scarcity and to account for their often significant
water use. There is also at least a theoretical opportunity to use mine rehabilitation funds during life of mine (as
opposed to at mine closure) for nature-based activities

Finding 4:
Certain data,
information
and evidence
can strengthen
private sector
uptake

•

Specific information and evidence would
strengthen private sector engagement on
nature-based solutions

34

Interviewees suggested that the following data and evidence would strengthen
private sector engagement:

01

02

03

04

05

Priority alien
invasive
plants in SA

Priority
restoration
measures

Clear visual
dashboard on
state of water
and ecological
system in SA

Explicit
linkages
between
major water
users and
their water
source

Explicit
linkages
between
Strategic
Water Source
Areas and
engineered
water systems

What is the state of the
system, from both a
green and grey
perspective?

Where does my
company’s water
actually come from?

What are the top 3
invasives from a water
and biodiversity
perspective?

What are the top
restoration activities a
landowner can employ?

How does the South
African water system
work?

Interviewees suggested that the following data and evidence would strengthen
private sector engagement (cont’d):

06

07

08

09

10

Identification
and analysis
of large water
users located
in water
stressed
catchments

Hydrological
modelling and
cost benefit
analysis

Linkages
between
refurbishment
of ecological
infrastructure
and improved
raw water
quality

Disseminating
results of pilot
projects

Formal, SETA
accredited
training in
sustainable
farming

In water stressed areas,
who are the large risk
holders, and who are
their insurers/lenders?

What water volumes
can be secured, at what
price and what
assurance of supply?

To what extent does
upstream restoration
work improve water
quality?

What are the
measurable benefits of
nature-based projects?

What nationally
recognised training is
available in sustainable
farming?

Finding 5:

A number of
financing
mechanisms
are available

•

Both public and private sector led financing
options are available, as well as a a blend
of the two

37

There are various ways that nature-based approaches can be financed:

1. Through corporate grants
▪ Driven by CSI, supplier development, risk management and reputational benefits
▪ e.g. Water Funds, corporate water stewardship

2. Through the user pays principle
▪ Municipal levy, Water Board levy or catchment management charge
▪ This levy can be linked to a municipal bond or blended finance approach

▪ Landowner payments

There are various ways that nature-based approaches can be financed (cont’d):

3. Through taxation and public sector budgeting
▪ The ‘Working for’ programmes (national budgeting)
▪ City or Provincial budgeting
▪ City equitable share allocation
▪ Infrastructure grants via National Treasury
▪ Landowner incentives (e.g. Biodiversity Tax Incentive)

4. Through the financing of engineered infrastructure
▪ % of grey infrastructure investment earmarked for green infrastructure capital expenditure
and operational costs

A key focus globally is on aligning ‘green and grey’ in financing:

“Build into all future water
infrastructure projects a
percentage spend on green
infrastructure, which will
serve to reduce insurance
costs, support community
development and job
creation, and extend the life
of the engineered asset”
- NBI, 2019

There are at least 2 more ways that nature-based approaches can be
financed:
5. Through commercially viable models
▪ Sale and use of byproducts and cleared material
▪ Ecotourism, wildlife tourism
▪ Sustainable cattle grazing and auctioning (e.g. Meat Naturally)

6. Through carbon offsetting
▪ Voluntary carbon market

▪ Carbon offsets mechanism under the South African Carbon Tax

Conclusion
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Our concluding thoughts
•

Companies are currently engaged to a reasonable extent in the theory and
practice of nature-based solutions for water security

•

These existing practices will need to be built upon, both by sharing learnings
and leveraging identified enablers

•

A range of approaches will be needed, given that industries differ widely in
terms of their products/services, water use, level of water risk and investors

•

As some of our major cities are now learning, we can no longer rely purely on
our engineered infrastructure to just ‘work’, especially with climate change

•

Nature-based solutions also represent key ways to address poverty, inequality
and unemployment in South Africa
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Thank you
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For more information
Alex McNamara
Programme Manager: Climate & Water, NBI
E: AlexM@nbi.org.za
T: +27 11 544 6013
M: +27 79 699 3284

Mmaphefo Thwala
Project Manager: Water, NBI
E: MmaphefoT@nbi.org.za
T: +27 11 544 6012
M: +27 61 242 1385
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The National Business Initiative (NBI) is a not for profit
development organisation that works to address South
Africa’s most pressing social and environmental challenges.
We are an independent coalition of South African and
multinational businesses, with over 100 member companies
that work towards sustainable growth in South Africa.
www.nbi.org.za
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