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Abstract 

Sometimes referred to as an influential variant of payment for ecosystem services (PES), Water Funds 
are among the most promoted schemes in Latin America to foster environmental conservation while 
securing water provision to some of the region’s largest cities. Despite their growing importance, 
empirical research on the impacts of Water Funds as institutions that reshape watershed governance 
remains limited. In this study, we analyze five Water Funds in Colombia affiliated with the Latin 
American Water Funds Partnership through the lens of common-pool resource institutions. Drawing 
upon Ostrom’s Institutional Analysis and Development Framework, we analyze the factors that 
explain why some Water Funds in Colombia remain active while others dissolve. Specifically, we 
examine how the rule-making process is influenced by institutional strength, stakeholder trust, and 
collaboration with environmental authorities, creating outcomes of continuity or dissolution of these 
governance structures. Our research relies on qualitative methods, including remote interviews with 
pertinent actors and stakeholders associated with each Water Fund. The findings reveal that although 
Water Funds can serve as novel governance spaces where diverse public and private stakeholders 
engage concerning watershed governance, particular challenges persist, putting the continuity of 
Water Funds at risk. These challenges relate to including a wider array of actors, such as landowners 
and certain public institutions in the Funds’ management bodies, and the need to foster a shared 
watershed vision between actors to enhance legitimacy and trust among them. 

Keywords: Latin America; institutional analysis; watershed governance; payment for ecosystem 
services (PES) 
 

1. Introduction 

During the past decades, governance of natural resources has emerged as a critical issue, driven 
by the challenges posed by climate change and urban growth [1–3]. With governments often facing 
limitations in capacity and budget to safeguard resources effectively, the private sector has 
increasingly participated in shaping policies and initiatives, while civil society advocates for more 
active involvement in decision-making concerning natural resource conservation and utilization 
[4,5]. Amid this shifting landscape, the development of market-based instruments for managing and 
valuing of ecosystem services has gained prominence as an alternative or complement to 
government-led actions, influencing environmental agendas at the state and agency level [6–8]. 
Specifically, payment for ecosystem services (PES) schemes [9–11], and their dominant variations 
such as payments for watershed services (PWS) have experienced rapid proliferation over the past 
two decades [12–15]. These programs aim to tackle water security concerns through voluntary 
mechanisms, where government or water users invest in nature-based solutions (NbS) within 
watersheds [16]. To our best knowledge, as of 2025, the number of such PWS programs worldwide 
reached 881, with a cumulative transaction value of approximately USD 49 billion [17]. These 
numbers show how investment in NbS for water security via PWS and other instrument has doubled 
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over the past decade, if we considered around 387 initiatives as of 2018 with a total investment of 
USD 24.7 billion [18]. 

Latin America has stood out as a global hotspot for PWS [15,19] as it has been a pioneer and 
innovator in developing NbS programs for source water protection, creating enabling policies, 
institutions, and implementation approaches [20]. Due to the reliance of its cities on highland and 
mountain forests for freshwater and energy production, the region is particularly vulnerable to 
watershed degradation, which poses risks to water resources and other vital goods and services 
derived from these areas [21,22]. Water Funds have emerged as one of the most widely promoted 
PWS schemes in the region to secure water provision for some of Latin America’s largest cities [5,23–
26]. Broadly defined, a Water Fund is a replicable financial and governance model that establishes a 
link between downstream beneficiaries and upstream land stewards through a sustainable 
institutional, management and financing mechanism [27,28]. Water Funds share three central 
components: a funding component to collect resources and ensure the mechanism’s financial 
stability, a governance component responsible for making decisions regarding watershed 
conservation strategies, and a management component focused on implementing field activities [28]. 

Since the establishment of the first Water Fund in the city of Quito in 2000, there has been an 
intention by different actors to replicate these mechanisms throughout the region. Consequently, the 
Latin American Water Funds Partnership (LAWFP) emerged in 2011, promoted by The Nature 
Conservancy (TNC) and other private and public actors, leading to the creation of 26 Water Funds in 
the region, in particular in Colombia, Ecuador and Brazil. Water Funds, as a subset of PWS have been 
primarily studied from an economic theory perspective, viewing them as a market solution to the 
problem of managing water-related ecosystem services as externalities. As a result, several studies 
have focused on evaluating these schemes based on efficiency, additionality, and conditionality 
criteria [15,29,30]. However, empirical research on the impacts of Water Funds as institutions that 
contribute to reshape watershed governance, including actor interactions, roles and responsibilities, 
and performance of environmental directives, remains limited [25,28,31]. Furthermore, there are few 
studies comparatively assessing these mechanisms at a national level [24]. Studying Water Funds 
from an institutional perspective can provide insights into their impacts on the governance of water 
ecosystem services, and it can contribute to a deeper understanding of the fundamental challenges 
related to natural resource management in the region and aid in designing more effective institutions 
to achieve sustainable development goals [32]. 

This study conducts an institutional analysis of Water Funds in Colombia, which are part of the 
LAWFP. The objective is to understand the key institutional factors enabling and driving the success 
of Water Funds in Colombia, to grasp their role on development trajectories of Water Funds and 
understand why some Funds remain active while others dissolve. To achieve this, the study employs 
Ostrom’s Institutional Analysis and Development Framework (IAD), widely used for examining 
common-pool resource institutions [33]. This research argues that the continuity of Water Funds in 
Colombia depends on the institutional strength of participating stakeholders, the presence of trust 
among them—often rooted in prior collaboration—and the degree to which environmental 
authorities perceive the funds as allies rather than competitors. The governance of these funds is 
weakened when stakeholders lack a consistent agenda, leading to trust erosion and eventual 
dissolution. The contributions of this paper are twofold: first, we contribute to the literature on water 
governance by analyzing the factors that influence the continuity of Water Funds as innovative 
mechanisms for collective action and resource management. Most importantly, we delve into the 
institutional configuration of specific Water Funds in Colombia, one of the most biodiverse countries 
in the world, where water ecosystems are vital for sustaining both human populations and the 
country’s rich biodiversity. 

The rest of the paper is organized as follows. Section 2 outlines the methodology employed, 
encompassing detailed descriptions of the case studies, the research approach based on concepts of 
institutions and governance, and the analysis of common-pool resource institutions. Section 3 
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presents the results derived from the institutional analysis of Water Funds in Colombia. A discussion 
of the main findings is covered in Section 4, while the study’s conclusions are placed in Section 5. 

2. Materials and Methods 

This section describes the case studies addressed and the methodological approaches adopted 
for the aims of the research. 

2.1. Case Studies 

The study focused on the specific case of Colombia, where to date of this study, five Water Funds 
belonging to the LAWFP have been launched in the departments of Antioquia, Bolivar, 
Cundinamarca, Magdalena, and Valle del Cauca (Figure 1). 

 

Figure 1. Colombian departments with the presence of Water Funds. 

The first Water Fund established and named as such in Colombia, known as Agua Somos, was 
introduced in 2009. This fund’s primary objective was to safeguard water quality in Bogotá, the 
nation’s capital, particularly in the face of climate change and mounting pressures on the natural 
areas surrounding the city [34]. As LAWFP grew and witnessed the launch of additional Water Funds 
across the region, new funds emerged in Colombia, while existing initiatives that align with the Water 
Fund concept also joined the partnership. Such were the cases of the Fundación Fondo Agua por la 
Vida y la Sostenibilidad (FAVS) in Valle del Cauca and Cuenca Verde in Antioquia. FAVS, created as 
an independent organization, has been engaged in watershed protection activities funded by the 
sugar cane sector and executed by its union, Asocaña, since the early 1990s [35]. On the other hand, 
Cuenca Verde originated from joint efforts by TNC and the Medellín water utility (Empresas Públicas 
de Medellín) with the aim of ensuring the implementation of sustainable land practices in watersheds 
that supply water to the city of Medellín [36]. Additionally, two more recent funds, Cartagena and 
Santa Marta, received funding and technical support from the LAWFP to conduct viability studies 
before being launched. Table 1 provides an overview of the Colombian Water Funds analyzed within 
this research. 

Table 1. Colombian Water Funds analyzed within the scope of the study. 

Water Fund City Department Year 
Agua Somos Bogotá Cundinamarca 2009 
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Fundación Fondo Agua por la 
Vida y la Sostenibilidad 

(FAVS) 
Cali Valle del Cauca 2009 

Cuenca Verde Medellín Antioquia 2013 
Cartagena water fund Cartagena Bolívar 2016 

Santa Marta and Ciénaga 
water fund Santa Marta Magdalena 2018 

2.2. Institutional Framework for the Analysis of Water Funds 

To analyze Water Funds from an institutional perspective, we draw upon the IAD proposed by 
Ostrom [33], which has been widely employed in research aimed at studying management of 
common-pool resources including water resources (e.g., [37]). For the scope of this research, we have 
integrated the IAD framework with insights from other authors’ work on the institutional analysis of 
PES schemes [31,38–40]. This complementary work connects the IAD with PWS literature, and 
operationalizes some of the components of the original IAD framework via guiding questions and 
analytical variables. 

The IAD framework helps highlighting key variables of institutional, technical, and 
participatory aspects of common-pool resource problems and their resulting effects (Figure 2). In this 
sense, the framework should represent the main structural variables that are present to some extent 
in all institutional arrangements, but whose values differ between institutional arrangements [33]. 

 
Figure 2. Analytical framework for institutional analysis of Water Funds (Ostrom, 2011). 

At the heart of the IAD framework there is the concept of action situation, which refers to asocial 
space of a minimum of two actors, phasing a series of potential actions that produce outcomes [41]. 
Actions situations have become a central unit of analysis in social-ecological systems research and 
are shaped by key variables such as i) the kind of actors involved in them, which at the same time 
belong to a community with certain attributes; ii) the rules that allow specific choices and determines 
actors participation, iii) the outcomes from those action situations, which feedback in a loop [42] 
(Figure 3). For this study, our unit of analysis is the rule-making process within a Water Fund (i.e., 
the action situation of governing a Water Fund), to understand why some Water Funds remained 
active while others dissolved. Selected categories of the IAD framework and the action situation 
structure were broken down into guiding questions and analytical variables for data collection 
purposes (Table 2). 
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Figure 3. Internal structure of an action situation [33]. 

Table 2. Analytical dimensions and key research questions for the analysis. 

Dime

nsion 

of the 

analy

tical 

frame

work 

Guiding questions Analytical variables 

Actor

s and 

positi

ons 

Who are the internal and external actors that 

interact with the Water Fund? 
Key actors 

What are the motivations that determine the 

behavior of the actors? 
Actors’ interests, expectations, and values 

What synergies and conflicts exist between 

relevant actors? Coalitions? 
Synergies and conflicts 

How much had these actors interacted before the 

creation of the Water Fund? 
Prior organizational experiences 

What are the deliberation mechanisms within the 

water fund? 
Deliberation processes 

Attrib

utes 

of 

Com

muni

ty 

How has the water fund included other institutions 

in its design and implementation? 
levels of interaction (vertical, horizontal) 

What are the effects of these interactions? Influence 

on fund design and performance 
symmetry of institutional interactions 

Rules

-in-

Use 

What are the financing mechanisms of the Water 

Fund? 
Development phase 

When a contract is breached, or disputes arise, 

what are the resolution mechanisms? 
Conflict resolution mechanisms 

What is the scale of implementation of the Water 

Fund? 
Institution’s implementation scale 

What is the planned duration of the water fund? Water Fund’s temporal scale 
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Dime

nsion 

of the 

analy

tical 

frame

work 

Guiding questions Analytical variables 

What is your opinion on the ease of application of 

the rules? 
Ease on the rule’s enforcement 

Outc

omes 

Is the Fund currently operating? Activity of the Fund 

How has the Water Fund dealt with changing 

conditions? e.g., actors, agreements, external 

conditions 

Internal flexibility (i.e., capacity to adjust to external changes 

in environmental, economic, technological, or social 

conditions) 

What and how are the environmental impacts of 

the Fund measured and monitored? 
Perceived impact of the mechanism 

What are the information and communication 

channels available about the instrument? 
Participation 

2.3. Data Collection and Analysis 

The data for this study was collected from two primary sources. The first source involved a 
comprehensive three-step literature review on Water Funds in Colombia, encompassing scientific 
and grey sources (e.g., reports, non-published studies, and press releases). In the initial step, we 
conducted a general search within the scientific literature on water funds in Latin America using the 
search string “Water fund* AND Latin America.” The search was conducted on Web of Science, a 
university library resource (SOEG at The Danish Royal Library), and Google Scholar. Subsequently, 
we explored the LAWFP website to access grey literature, including summaries, strategic plans, 
technical documents, press releases, official videos, and other available websites for each Water Fund. 
Additionally, we consulted relevant sections on the TNC website, namely “Toolbox,” “Regions,” and 
“Library,” to gather related information on Latin American Water Funds. The final step involved 
specific searches for scientific and grey literature on each of the five selected Water Funds using 
Google Scholar and Google, both in English and Spanish. This review encompassed web pages of 
municipalities, companies, LAWFP partners, other organizations, press releases, and various other 
documents. 

The second data source comprised qualitative interviews with relevant actors associated with 
each Colombian Water Fund. In total, 15 semi-structured interviews - i.e., three for each Water Fund 
- were conducted in Spanish via Zoom between May and July 2021. The interview structure and 
analysis were based on the analytical dimensions and guiding questions presented in Section 2. The 
interviews were fully recorded with the consent of the interviewees and subsequently transcribed. 
The stakeholders interviewed included the director and at least one developer from each Water Fund, 
as well as additional actors occupying various positions and roles, such as board members, 
representatives of landowners, and environmental authorities (Table 3). 

Table 3. Number of interviews done per a. Water Fund and b. Role of respondents in relation to the scheme (n 
= absolute number of cases, % = percentage in terms of 15 respondents). 
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Water Fund  

Interviewee’s position/role 

Board 
mem

ber 

Coordin
ator 

Direct
or 

Environme
ntal 

authority 

Landowne
rs’ 

representa
tive 

Water 
Fund 

develo
per 

TOT
AL 

Agua Somos  1 1   1 3 
Cartagena water fund   1   2 3 
Cuenca Verde 1 1 1    3 
FAVS   1 1 1  3 
Santa Marta and Ciénaga 
water fund 

  1   2 3 

TOTAL 1 2 5 1 1 5 15 

% over TOTAL 7% 13% 33% 7% 7% 33% 100% 
The interviews were analyzed from a qualitative perspective to explore the main categories of 

the IAD framework shaping the action situation of rule-making. To achieve this, an ‘editing 
approach’ [43] was adopted, using the five analyzed categories of the framework as guiding themes 
to conduct a thematic analysis [44–46] of the interview data. Following the six-step approach defined 
by Lincoln & Guba [47] and revised by Braun & Clarke [44], we reviewed interviews and deductively 
identified text segments and patterns/themes for each category, finally making interpretative 
statements about them [48]. Throughout the analysis, information collected during the interviews 
was summarized and organized into matrixes to compare findings across the targeted case studies, 
finally distilling general considerations and discussing them vis-à-vis existing literature. 

3. Results 

The status of continuity and dissolution of the Water Funds in Colombia varies across the 
different schemes. Three out of the five Funds were either in a stand-by or a dissolution phase, namely 
Agua Somos, Cartagena, and Santa Marta y Ciénaga water funds, while Cuenca Verde and FAVS 
were currently operational. This section examines the Water Funds rule-making process considering 
the analytical categories that influence it according to the IAD framework. Results show how 
institutional strength, stakeholder trust, and collaboration with environmental authorities affects the 
different actors interactions with implications for the Water Funds continuity. 

3.1. Actors and Positions 

We identified three recurring types of actors participating from the rule-making processes 
within the Water Funds, as partners or financiers: i) private sector organizations, ii) non-
governmental organizations (NGOs), and iii) public organizations, including city water utilities and 
environmental authorities (Table 4). A fourth type of actor, iv) landowners, was found only on the 
board of directors of FAVS, having limited representation in the Funds’ decision-making bodies 
across cases. Private sector organizations, such as beverage companies and other large water users, 
as well as NGOs, primarily contribute to the Water Funds through donations or resources for seed 
capital or specific conservation projects. Notable examples include TNC and Bavaria’s involvement 
in supporting Agua Somos and Postobon and Nutresa’s contributions to Cuenca Verde. Public 
services companies, specifically city water utilities like Medellín’s public service company (EPM) and 
Bogota Aqueduct and Sewerage Company (EAAB) also play a significant role in financing the Water 
Funds. Additionally, regional environmental authorities serve as technical supervisors, validators 
and, in certain cases, as contributors of the Water Funds. For example, FAVS benefits from co-
financing conservation projects facilitated by the regional environmental authorities. Across the 
various Water Funds, the roles and relationships of the different actors can significantly vary. For 
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instance, the interaction between FAVS and the environmental authority of its jurisdiction, Valle del 
Cauca Regional Autonomous Corporation (CVC), differs from that of Santa Marta y Ciénaga and 
Cartagena water funds with their respective environmental authorities. In the case of FAVS, CVC is 
actively engaged as a partner, providing co-financing for conservation initiatives and validating the 
Water Fund’s presence in the watersheds. On the other hand, Santa Marta y Ciénaga Water Fund did 
not establish a significant partnership with the local environmental authority (CORPAMAG) beyond 
signing the agreement for its establishment, with no subsequent financial contributions from the 
environmental authority. A similar situation can be described regarding city water utilities and Water 
Funds, where the size and frequency of contributions vary considerably. For instance, EPM’s 
participation is notable in Cuenca Verde, while EAAB’s support is not prominent nor stable in Agua 
Somos, across different Water Funds. 

Table 4. Types of actors involved with the Water Funds and their interactions. 
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Type of actor Agua Somos FAVS 
Cuenca 
Verde 

Cartagena water 
fund 

Santa Marta 
and Ciénaga 
water fund 

Private 
organizations 

TNC and 
Bavaria 
(beer 
company) 
provided 
seed capital 
and funding 
for specific 
projects 

Main 
funding 
comes from 
the 
Colombian 
Sugarcane 
Growers 
Association 
(Asocaña) 
Contribution
s from other 
private 
companies 
(e.g., 
Fundación 
Celsia)  

Private 
organizations 
such as 
Nutresa and 
Postobón 
provide 
funding for 
specific 
projects 
related to 
corporate 
social 
responsibility 

Private actors such as 
TNC and Argos 
Foundation 
provided seed 
capital and funding 
for specific pilot 
projects 

Private actors 
such as TNC 
and Santo 
Domingo 
Foundation 
provided seed 
capital and 
funding for 
specific pilot 
projects 

Public sector 
(i.e., water 
utilities) 

Bogota 
Aqueduct 
and 
Sewerage 
Company 
(EAAB) 
provided 
seed capital 
at the Fund’s 
launch but 
has not been 
much 
involved 
since then  

Not currently 
engaged with 
public 
utilities or 
municipalitie
s 

Medellín’s 
public service 
company 
(EPM) is the 
main funder 
and partner 
of the Water 
Fund 

The local water 
utility (ACUACAR) 
became founding 
partner but did not 
provide the expected 
funding 

Mayors of 
Santa Marta 
and Ciénaga 
and the 
Regional 
government 
of Magdalena 
became 
founding 
partners but 
did not 
provide the 
expected 
funding 
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Environment
al authorities 

The Fund 
approached 
the Regional 
Sustainable 
Developmen
t 
Corporation 
(CAR) and 
the National 
Parks 
Authority 
with limited 
success 

The Valle del 
Cauca 
Regional 
Autonomous 
Corporation 
(CVC) is one 
of the Fund’s 
main 
partners 

Involvement 
of the 
environment
al authority 
(CORNARE) 

The environmental 
authority 
(CARDIQUE) 
became founding 
partner but did not 
provide the expected 
funding 

The 
environmenta
l authority 
(CORPAMAG
) became 
founding 
partner but 
did not 
provide the 
expected 
funding 

Landowners Interactions 
with 
landowners 
as 
beneficiaries 
of the Fund 
but not as 
decision 
makers 

Landowners 
represented 
within the 
Board of 
Directors by 
Water Users 
Associations 

Interactions 
with 
landowners 
as 
beneficiaries 
of the Fund 
but not as 
decision 
makers 

Interactions with 
landowners as 
beneficiaries of the 
Fund but not as 
decision makers 

Interactions 
with 
landowners as 
beneficiaries 
of the Fund 
but not as 
decision 
makers 

3.2. Attributes of Community 

Actors’ characteristics vary considerably across Water Funds. In the case of Cuenca Verde, the 
Fund was created as an initiative of EPM with the support of TNC and some private companies. 
However, the Fund grounded, especially at the beginning, on the experience of EPM, which had 
already implemented conservation projects in its area of influence for several years. Similarly for the 
case of FAVS, the fund is working with organizations existing in the watersheds for more than 20 
years, established through processes of acceptance and recognition that are often complex and 
require time. In the cases of Cartagena and Santa Marta, the Funds were born from the initiative of 
some members of the LAWFP, who provide the seed capital for the feasibility studies and launching 
of the Funds, and engaged with private foundations, the water utilities and environmental authorities 
to constitute these Funds decision-making bodies. For the case of the Santa Marta Water Fun, public 
institutions and the environmental authority did not provide the resources to finance the fund over 
time. The municipalities of Santa Marta and Ciénaga and the Magdalena Government, administered 
by leaders of different political parties, did not show a genuine willingness to invest in the scheme. 
The investment budgets of these institutions for environmental projects were invested in other 
activities. In the case of the Cartagena Water Fund, the institutional instability of the city started 
eroding the communication channels and the relationships of trust between the Fund’s actors, 
especially between the public and private. Between the five years after the launch of the Water Fund 
and the time of this study, the city of Cartagena has had four different Mayors. At the same time, 
Cartagena’s Water Utility has undergone continuous restructuring processes, which has caused an 
intermittent involvement of these public actors in the funding and operation of the Water Fund. As 
an ultimate consequence, it has not been possible to define long-term commitments. This situation 
provoked skepticism within the private actors regarding their potential investments in the Fund, 
generating a progressive abandonment of the scheme to develop their water conservation activities 
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independently. With regards to Agua Somos, Bogotá’s public administration suffered political 
instability during the 2013-2017 period, resulting in the mayor being removed from office. After that, 
the aqueduct and sewerage company also had a series of internal institutional problems, causing the 
Water Fund not to have a constant interlocutor with these critical partners. Funding and support 
from these actors were reduced, and the contributions of the private actors were not enough to 
support the scheme’s operation. 

The Water Funds in Colombia exhibit varying degrees of integration with other institutions 
involved in watershed management. For example, FAVS has developed a solid relationship with 
CVC in the Cauca Valley, reaching roles coordination for different projects in the area. Similarly, 
Cuenca Verde has engaged with public sector bodies, including the environmental authority 
CORNARE, achieving varying levels of success in coordination. The Fund acts in compliance with 
the environmental directives and the authority, in turn, sees the fund as a powerful partner to 
strengthen watershed governance. On the other hand, Agua Somos and the Santa Marta y Cartagena 
water fund have not achieved significant engagement with environmental authorities, municipalities, 
and local public authorities. Their interactions primarily revolve around private organizations. 

3.3. Rules-in-Use 

One key aspect that varies across the Funds is the institutional arrangement, impacting their 
constitutive processes and its rule-making (Table 5). Cuenca Verde was created as an independent 
corporation, whereas FAVS was established as a foundation with participation from Asocaña, the 
Water Users Associations, TNC, and other private companies, built upon Asocaña’s previous projects 
with the Water Users Associations dating back to the 1990s. Agua Somos was initiated as a joint effort 
of the Bogota Aqueduct and Sewerage Company (EAAB), TNC, Bavaria brewing company, and the 
foundation Fondo Patrimonio Natural. The Cartagena Water Fund was established through a five-
year framework association agreement signed by eight public and private stakeholders including the 
local water utility, TNC, the district of Cartagena, the regional environmental authority (Cardique), 
and three private foundations, with the Canal del Dique Foundation (FCD) chosen as the Fund’s 
operator and resource administrator. Similarly, the Santa Marta y Ciénaga water fund received seed 
capital from the LAWFP, led by the Inter-American Development Bank (IDB) and TNC. Within a 
year, several private actors joined the Fund’s development, among which the Prosierra foundation 
was later designated as the Fund’s operator. The compliance of the agreements on how the Funds 
would be funded by the actors also varies across cases. Cartagena and Santa Marta included as 
sources of funding the mandatory investment of 1% of the yearly budget of municipalities and 
regional government for environmental protection. However, it was not clearly defined how these 
resources were to be transferred, nor was there an assessment of the political will of public 
institutions to contribute this money. This brought to difficulties in the proper collection and 
management of financial resources. A recurring factor in terms of interaction between institutions 
mentioned in several interviews was the importance of non-formal arrangements. The results of 
interactions and achievements between two or more institutions are not exclusively the product of 
the official rules and agreements defined between them but also of informal arrangements (i.e., 
informal institutions). An example is the process of financing FAVS projects, where the fund provides 
about 60% of the resources and the CVC the remaining 40%. No agreement states how often the 
parties are committed to promoting these projects. However, these projects have been done and 
continue to be done based on the informal agreements and the existing social capital between the two 
organizations. 

Table 5. Institutional design for the analyzed Water Funds.. 
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Institutional 
design 

Agua 
Somos 

FAVS 
Cuenca 
Verde 

Cartagena water 
fund 

Santa 
Marta and 
Ciénaga 
water fund 

Institutional 
arrangement 

Operated by 
an existing 
organizatio
n and board 
member: 
Fundación 
Fondo 
Patrimonio 
Natural 

Operated 
by a 
Foundatio
n created 
for the 
Water 
Fund’s 
scope 

Operated by 
a Nonprofit 
Corporation 
created for 
the Water 
Fund’s scope 

Operated by an 
existing organization 
and board member: 
Canal del Dique 
Foundation (FCD) 

Operated 
by an 
existing 
organizatio
n and board 
member: 
Prosierra 
Foundation 

Development stage Design/Pilot Active Active Design/Pilot 
Design/Pilo
t 

3.4. Outcomes 

Three out of the five Funds were either dissolved (Cartagena and Santa Marta y Ciénaga) or in 
a stand-by phase (Agua Somos) during the time of this study, while two were operational (Cuenca 
Verde and FAVS). Agua Somos was undergoing a redesign process, which included changing the 
institutional arrangement, planning to shift from being operated by an existing foundation to 
establishing an independent organization for better functionality. On the other hand, the Cartagena 
and Santa Marta y Ciénaga funds did not advanced beyond the pilot phase and were in a “latency” 
stage until the framework agreements end. In contrast, Cuenca Verde and FAVS, were fully 
operational and implementing various conservation projects and initiatives in their respective impact 
areas (Table 5). Opinions among respondents were diverse regarding the cost-efficiency of these 
mechanisms. Some individuals perceived the Water Funds as having a “light” structure that does not 
consume many resources in administrative costs and prioritizes the presence of personnel in the field 
interacting with landowners and the work of lobbying and getting partners. Conversely, other 
participants regarded the Funds as highly resource-intensive schemes, especially during their initial 
phases, since they require a diversity of professionals with specific knowledge (e.g., 
hydrometeorology, ecological restoration, geographic information systems). Regarding stakeholder 
participation and acceptance of the mechanisms, some respondents raised concerns about certain 
Water Funds being associated with a predominant actor, which could influence how they are 
perceived by other stakeholders. For example, Cuenca Verde was seen as closely linked to EPM, 
FAVS was perceived as primarily driven by sugar mills’ interests, and Agua Somos was identified as 
a program of Bogotá’s public services company. Some respondents expressed concerns that the Funds 
could be viewed as mere extensions of these dominant actors, leading to potential skepticism about 
the allocation and management of resources. 

4. Discussion 

Water Funds have been largely promoted in Latin America during the last 20 years as promising 
governance mechanisms. Still, there has been little empirical research on their impacts as institutions 
that reshape watershed governance. In this paper, we aimed to fill that gap by exploring the 
institutional factors that explain the continuity and dissolution of Water Funds in Colombia. Through 
the conducted institutional analysis, we identified key factors that impact the action situation of rule-
making, ultimately conditioning outcomes of continuity. These encompass the institutional strength 
of the Funds’ constituting actors, the trust between actors based on previous relationships, and 
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successful engagement with environmental authorities’ goals. The main contributions of this paper 
rely on the empirical insights for understanding the institutional conditions required for the success 
of collaborative governance mechanisms in watershed management and the provision of context-
specific insights about how governance mechanisms operate in the Colombian socio-environmental 
landscape. 

4.1. Stakeholder Trust Sourcing from Rules-in-Use and Actors 

Our findings indicate that Water Funds structured as independent organizations (e.g., Cuenca 
Verde and FAVS) exhibit greater stability over time and continue to operate without having 
undergone significant changes in their structure. One plausible explanation for this trend is that, from 
an institutional standpoint, establishing the mechanism as an independent organization is preferable 
to delegating its functions to one of the funding partners. Such an arrangement could help avoid 
conflicts of interest or “judge and jury” situations when defining strategies, using resources, or 
managing conflicts. Moreover, the conceptual distancing of Water Funds from traditional PES 
schemes, as highlighted by [25] signifies a shift towards a more complex and evolved institutional 
model. While Water Funds were initially inspired by the PES rationale, they developed into distinct 
entities with their own unique characteristics and objectives. As such, Water Funds cannot be solely 
viewed through the lens of a PES scheme without considering the broader political consequences 
they entail. Their interactions with existing institutions have significant implications, as they can 
reshape the traditional interplay among actors involved in watershed governance. On the other hand, 
according to our findings, landowners were consistently underrepresented in their interactions with 
the Water Funds. Except for FAVS, none of the other schemes incorporated landowners or 
associations of owners in decision-making mechanisms, such as the boards of directors. These 
findings are in line with [28], who reported a limited representation of upstream landowners in Water 
Funds at the board level for Latin America, with only the instances of Tungurahua (Ecuador) and 
FAVS (Colombia) standing as exceptions. The lack of representation of landowners could affect the 
development of social capital — such as networks, shared norms, values, and understandings — that 
facilitates cooperation within or among actors, potentially enhancing the legitimacy of these 
mechanisms at the watershed level. It may also impact distribution effects and dynamics regarding 
how benefits from the Funds are transferred back to landowners and managers that perform 
management practices ensuring the provision of the targeted ecosystem services and associated co-
benefits (see e.g., [49]). According to [33,50], enduring common-pool resource institutions share 
certain design principles that underpin their success, despite their diverse contexts. One of such 
principles refers to collective choice arrangements, which advocates for the inclusion of actors 
impacted by the institution in the group responsible for modifying its rules. Embracing this principle 
could enhance the participation of key actors, including landowners, who directly influence 
watershed services through their activities and choices. Consequently, a more inclusive approach 
might lead to higher trusts dynamics and achievement of the schemes’ continuity. 

4.2. Institutional Strength Influencing Water Funds’ Continuity 

The construction of social capital is associated with intricate processes that, depending on the 
characteristics of the actors, often take time and has a large impact on the characteristics of different 
communities. Let us get back to the example of FAVS, where the WUA that receive the resources 
collected by the Fund to implement the projects have existed since the 1990s. This implies that they 
have been established in the watersheds for more than 20 years through processes of trust, reciprocity 
and reputation [51]. These processes have also allowed a progressive concordance of values between 
different landowners and water users in the watershed, articulated by the WUAs. One of these actors 
was also the CVC, which is one of the fundamental partners of FAVS. In contrast, cases such as the 
Cartagena and Santa Marta Water Funds did not have significant processes of previous interactions 
between actors. The lack of funding and political will from public partners, such as water utilities, 
municipalities, and environmental authorities who had initially signed the launch agreements, 
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ultimately hindered the progression of these Funds toward a continuous operational phase. In 
addition to the trust and previous collaborations between institutions, flexibility aspects of a 
mechanism plays a pivotal role in ensuring its sustainability amidst a constantly changing 
environment [52,53]. In this context, it could be argued that the Funds that have remained over time 
and engaged with key institutions are those that have adapted to the rules of the game rather than 
those that have imposed the rules. By being receptive to change, these Funds have facilitated 
stakeholders to reach actual agreements, charting a clear course of action and methods for 
implementation. This sheds light on the importance of negotiations and agreement processes in 
defining the interests of various actors, establishing robust rules of engagement, and formulating 
effective conflict resolution mechanisms. Finally, the characteristics and interactions of the different 
actors in the rule-making situation cannot be seen entirely independently of other action situations. 
For example, the constant changes in political regimes within the public actors that conformed Agua 
Somos and the Cartagena Water Funds might have had a large impact on the agenda of these 
institutions, which ultimately repercussed in the Funds’ agendas. The Water Funds governance 
might weaken without actors with a consistent agenda. This situation could erode trust between 
actors and may result in the dissolution of the Funds. 

4.3. Collaboration with Environmental Authorities as a Prerequisite for Viable Water Funds 

The involvement of local water utilities and private companies emerged as a common trend 
across all five Water Funds. These findings align with [28], who similarly identified water utilities, 
private companies, multilateral organizations, and NGOs as the primary actors in Water Funds across 
Latin America. However, our study highlights a distinctive aspect in the Colombian context, where 
environmental authorities play a significant role within the Water Funds rule-making. This 
discrepancy may be attributed to Colombia’s decentralized system of environmental governance [54], 
which comprises regional environmental authorities instead of a centralized national body. 
Consequently, environmental authorities hold considerable influence in watershed-level governance. 
The level of interaction between a Water Fund and the environmental authority in its operating area 
may play a pivotal role in determining the Fund’s capacity and overall continuity. The experiences 
of the Santa Marta y Ciénaga and Cartagena Water Funds, where environmental authorities did not 
fulfill their initial commitment to contribute economic resources, highlight how these mechanisms 
can disrupt existing power dynamics and discomfort key actors by challenging the status quo. 
Contrastingly, the cases of Cuenca Verde and FAVS exemplify how Water Funds can foster 
synergistic relationships with other institutions, leading to enhanced environmental and watershed 
governance outcomes. This is in line with findings from previous research stressing the importance 
of PES design and implementation strategies to ensure both ecological and social goas are achieved 
(e.g., [13]). The varying interactions between different Water Funds and other institutional actors can 
be attributed, in part, to their unique origins and development processes. Cuenca Verde and FAVS 
were products of social processes at the local level, which facilitated the establishment of agreements 
and informal institutions through trust-building, [40,51]. 

5. Conclusions 

In this research, we analyzed the Water Funds in Colombia within the Latin American Water 
Funds Partnership from an institutional perspective. By using the Ostrom’s IAD Framework, we 
analyzed the factors that contribute to explain continuity and dissolution, as outcomes of the rule-
making process for Water Funds in Colombia. 

The findings revealed how the institutional strength of the actors that compose a Water Fund 
governing body and partake of their constitutive process largely impact the Fund continuity. This 
institutional strength might be influenced by the attributes of the community, such as previous 
collaboration experiences that built social capital and trust between actors, and the impact of adjacent 
action situations such as the political regime changes, especially in public institutions such as the 
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cities’ water utilities. Such changes might affect the Funds’ agenda and objectives, easily eroding the 
trust between actors, particularly the private ones. 

Stakeholders trust prove to be another influential factor regarding the Fund’s continuity or 
dissolution. A limited representation of upstream landholders in decision-making, indicating a 
marginal role for beneficiaries in participation created limited legitimacy of the Funds in the 
implementation areas. In the same line, not all the Water Funds were backed up by the environmental 
authorities, which posed critical challenges to some of the Funds’ financing and viability. However, 
positive examples, such as FAVS and Cuenca Verde, demonstrated the importance of building trust 
and social capital over time. Including principles of greater involvement for stakeholders could 
enhance cooperation and legitimacy. 

Finally, our study reveals that that Water Funds should not be seen as institutions that replace 
public entities with similar functions, since, at least in Colombia, there are instruments for watershed 
planning and public bodies to implement it. Instead, they can complement the role of environmental 
authorities in environmental conservation to enhance private sector and civil society engagement 
around watershed governance mechanisms and benefit-cost sharing. 

Despite all our efforts, the present work has some limitations that should be acknowledged. 
Firstly, there is uneven information available for the different Water Funds, which may restrict the 
analysis and the level of detail in describing each mechanism. The low representativeness of 
landowners with respect to the Funds-related interviewees (e.g., director, developers, board 
members) might pose some bias in the results and the analysis. Secondly, the use of the institutional 
analysis approach in analyzing the Water Funds may lead to context-specific reasoning and notions, 
making it challenging to generalize results or draw broad conclusions about the subject. To address 
these limitations and expand the understanding of Water Funds, future research could explore 
comparative exercises at the regional level or in other countries. Additionally, further investigation 
could encompass other schemes beyond those within the LAWFP that operate as Water Funds 
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Abbreviations 

The following abbreviations are used in this manuscript: 

ACUACAR Cartagena’s Water Utility 
CAR Regional Autonomous Corporation of Cundinamarca 
CARDIQUE Regional Autonomous Corporation of the Dique Canal 
CORNARE Regional Autonomous Corporation of the Negro and Nare River Basins 
CORPAMAG Magdalena Regional Autonomous Corporation 
CVC Regional Autonomous Corporation of Valle del Cauca 
EAAB Bogotá Aqueduct and Sewerage Company 
EPM Medellín’s public service company  
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FAVS Water Fund for Life and Sustainability Foundation 
FCD Canal del Dique Foundation 
IAD Institutional Analysis and Development Framework 
IDB Inter-American Development 
LAWFP Latin American Water Funds Partnership 
NbS Nature-based solutions 
NGO Non-governmental organization 
PES Payment for Ecosystem Services 
PWS Payment for Watershed Services 
TNC The Nature Conservancy 
WUA Water Users Association 
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