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How to Manage Water Risk in
Your Growing Business
Water is essential to the production and delivery of nearly all goods and
services. Pollution and overconsumption of water are making clean water
an increasingly scarce resource, putting business and economic growth at
risk. Companies can manage these risks by accounting for water-related
impacts, understanding the financial implications of water scarcity, and
integrating water management into decision-making.

WATER RISK IS FINANCIAL RISK
Economic development, population growth, and climate change are putting
increasing pressure on water resources and water quality, creating risks for
all sectors. For example, about 40% of power plants in India are in areas of
high water stress, and 14 of the country’s 20 largest power plants
experienced at least one shutdown due to water shortages between 2013
and 2016.1 The World Economic Forum’s Global Risks Report said that
microscopic particles of plastic waste were found in 83% of tap water
supplies, and people eating seafood could be ingesting up to 11,000 pieces
of microplastic each year.2
The price of water does not reflect its true cost. In many regions of the
world, even where fresh water is scarce, water is underpriced and does not
reflect the social and environmental costs of water pollution and scarcity
(see Exhibit 1). A Trucost study found that if the full cost of water
availability and water-quality impairment had to be absorbed by companies,
average profits would be cut by 18% for the chemicals industry, 44% for the
utilities sector, and 116% for food and beverage companies.3
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Tianyi Luo, Deepak Krishnan, and Shreyan Sen, “Parched Power: Water Demands, Risks, and Opportunities for India’s Power Sector,”
World Resources Institute, January 2018.
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World Economic Forum, “The Global Risks Report 2018”, 2018.
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“Smart Water Management for Business Growth: Integrating Water Risk into Business Decision Making,” Trucost, March 21, 2017.
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Exhibit 1: Water Is Underpriced – Water Prices Inverse to Risk (USD per m 3)

Source: WRI Aqueduct, GWI. Data as of 2015. Chart is provided for illustrative purposes.

Investors and companies recognize these increasing risks. The number of institutional investors
committed to engaging with companies on water-related risks grew to 639 in 2017 from 150 in 2010.4
These investors together represent USD 69 trillion in assets. More than 500 companies have boardlevel oversight of water issues, and they invested USD 23 billion in water conservation projects in 2017.

THE CHALLENGES OF WATER RISK MANAGEMENT
Water Risk Is Location Specific
Unlike carbon emissions, water-related impacts are highly location specific. A cubic meter of water
used in a drought-prone, highly populated area will have a greater environmental impact than a
sparsely populated area where water is plentiful. In assessing water availability or pollution, the whole
catchment or river basin needs to be considered, rather than one river in isolation. Multinational
companies may need to consider the varying regulatory costs, environmental benefits, and social
considerations of different catchments in the countries where they operate. This means that it may be
necessary for businesses to develop water management plans that include context-based targets and
improvement measures based on a robust understanding of the regions in which they operate and
source supplies.

4

CDP Worldwide, “CDP Global Water Report 2017,” November 2017.
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The Supply Chain Is Where Most Water-Related Risks Are Hiding

Companies are
indirectly at risk through
purchases of waterintensive raw materials,
such as agricultural
commodities, or energy
from fossil fuel power
plants that need large
amounts of water for
cooling.

Some companies may think that they are not at risk from water-related
impacts because they do not use large amounts of water in their own
operations. However, companies are indirectly at risk through purchases of
water-intensive raw materials, such as agricultural commodities, or energy
from fossil fuel power plants that need large amounts of water for cooling.
Droughts can lead to raw material shortages and increased costs.
Companies need to identify and engage with water-intensive suppliers in
order to understand what steps they are taking to manage these risks and
work with the suppliers to introduce water conservation measures.

There Is No Internationally Agreed-Upon Target to Reduce Water
Risks
For climate change, there is scientific and political consensus around the
Paris Agreement goal to limit global warming to less than 2 degrees
Celsius. Although no such quantified international agreement exists for
water, the Sustainable Development Goals (SDGs) aim to “ensure access
to water and sanitation for all” by improving water quality and sustainable
water resource use by 2030. Many companies and investors are
considering how they can align their corporate sustainability programs to
contribute to achieving the SDGs.

HOW TO MANAGE WATER RISK
Accounting for Water Is the First Step Toward Managing Water
Risk
Companies can understand, as a first step, how water is material to the
overall business strategy. Water use can be quantified across operations,
whether the water is withdrawn from groundwater, municipal supplies, or
other sources, as well as the amount of water recycled and reused.
Effluent discharges and the water quality of receiving waters can also be
monitored—indeed, many companies will be required by law to gather this
data and report it to regulators. This information will help companies
prioritize actions and set targets to reduce water use or to improve quality
of discharge water, thus reducing water risk and cost.

Value the Full Cost of Water for Businesses
In addition to the direct costs that companies pay to purchase and treat
water, there are also indirect costs, such as the energy cost involved in
pumping or heating water. Reputational risks associated with a company’s
water use or discharges and regulatory risks associated with decreased
water allocations or more stringent permits are also important to
understand. Because water is a shared resource, companies also need to
understand the environmental and social costs of water use in the
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communities where they operate or source their raw materials. Valuing
these natural and social capital impacts provides companies with a way to
quantify risk and their triple bottom line performance.

Use Forward-Looking Scenarios to Set Context-Based Water
Targets

In a world where clean
water is increasingly
scarce, insights into
future water availability,
water treatment costs,
and water quality are
essential to managing
business risks.

In a world where clean water is increasingly scarce, insights into future
water availability, water treatment costs, and water quality are essential to
managing business risks. Companies may want to develop possible future
scenarios of water risk, considering various economic, social, and
environmental factors, such as growth plans, demands from other users,
and likelihood of water stress in the local region. Adopting water reduction
targets that are based on scientific data and the local context will help
ensure future business profitability and growth.

Take Advantage of Water Risk Management Tools
There are a number of tools that are widely recognized as best practice for
companies looking to manage water risks.
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The Sustainability Accounting Standards Board (SASB) is a
sustainability reporting framework aimed at disclosing information
to investors that could affect the financial performance of a
company, such as water and wastewater management. The
SASB provides disclosure standards for 79 industries in 11
sectors.
The CEO Water Mandate mobilizes business leaders
internationally on water and sanitation challenges for achieving
the SDGs. Companies that endorse the mandate must commit to
implementing water stewardship best practice and reporting
annually on their progress.
The Water Risk Monetizer is a publically available global water
risk tool that calculates the financial cost of water risks. It
provides a series of metrics, including revenue at risk, increased
operating costs, and water “shadow prices,” that can be used to
assess return on investments and make the business case for
water conservation (see Exhibit 2).
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Exhibit 2: The Water Risk Monetizer Helps Companies Prioritize Investments in Facilities That Pose the
Highest Risk to Business

Source: Trucost. Data as of November 2017. Chart is provided for illustrative purposes.

THE BENEFITS OF ACCOUNTING FOR WATER
Reduce Risk and Save Money
By accounting for the true cost of water and how it may increase in the future, companies can make the
business case for action to minimize water risks and reduce costs. For example, Microsoft is using the
Water Risk Monetizer to prioritize sites for water management projects, such as data centers, which
use large quantities of water in their cooling systems. A Microsoft U.S. data center near San Antonio,
Texas, is located in a high water-stress region. The Water Risk Monetizer revealed that the site’s riskadjusted water bill, which represented the true value of water to Microsoft, is more than 11 times
greater than the site’s current water bill. Microsoft worked with Nalco Water, an Ecolab company, to
develop a strategy to use recycled water at the site. This has resulted in savings of more than USD
140,000 in water costs per year, while also avoiding the use of almost 60 million gallons of potable
water per year.
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Enable Growth

Companies operating in
water-scarce areas
could be at risk of
reputational damage
through conflict with
local people over water
resources.

Companies increasingly recognize that water scarcity and quality issues
could limit business growth, unless the company works to protect and
enhance natural resources. For example, Anheuser-Busch InBev says, “As
a brewer, water is critical for us. Without water, there is no beer. Working
in partnership with others, we have the opportunity to use our scale and
expertise to work towards ensuring a reliable, clean supply of water is
available for not just ourselves, but also for local communities and the
environment.” The company’s focus on onsite water efficiency and risk
management, watershed protection for operations and brewing materials,
water access programs, and employee engagement reduced its water
consumption to 3.14 hectoliters per hectoliter of production in 2016,
compared with 3.54 hectoliters in 2012.5

Maintain License to Operate
Companies operating in water-scarce areas could be at risk of reputational
damage through conflict with local people over water resources.
Implementing a water stewardship program to help protect water resources
in the catchment can help reduce these risks and demonstrate the
company’s commitment to being a responsible business. For example, The
Coca-Cola Company has a comprehensive water stewardship program
focused on improving water-use efficiency and reuse, managing
wastewater and stormwater discharge, mitigating water risk, replenishing
the water it uses in its beverages, and helping manage water resources in
its agricultural supply chain. In 2016, Coca-Cola replenished 221 billion
liters of water per year, continuing to meet its goal to replenish 100% of the
water used in its beverages back to communities and nature.6

CONCLUSION
Water is an essential but undervalued resource for many business sectors.
Increasing water scarcity and pollution is exposing companies and market
participants to significant financial risk. These challenges can be overcome
if companies take advantage of available tools to account for water in
operations and supply chains, and integrate the true value of water into
decision making.

5

Anheuser-Busch InBev, “Our Water Use,” 2017.

6

The Coca-Cola Company, “2016 Sustainability Report: Water Stewardship,” Aug. 15, 2017.
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FOR MORE INFORMATION
For more information on understanding the financial implications of water scarcity and pollution for your
business, contact:
Trucost (UK)
T: +44 (0) 20 7160 9800
E: Trucostinfo@spglobal.com
Trucost (Europe)
T: +33 6 34 92 68 62
E: TrucostEMEA@spglobal.com
Trucost (North America)
T: +1 800 402 8774
E: Trucostnorthamerica@spglobal.com
Trucost (Asia)
E: Trucostasiapacific@spglobal.com
Trucost (South America)
E: Trucostsouthamerica@spglobal.com
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ABOUT TRUCOST, PART OF S&P DOW JONES INDICES, A DIVISION OF S&P
GLOBAL
Trucost is part of S&P Dow Jones Indices. A leader in carbon and environmental data and risk analysis, Trucost assesses risks relating to
climate change, natural resource constraints, and broader environmental, social, and governance factors. Companies and financial institutions
use Trucost intelligence to understand their ESG exposure to these factors, inform resilience and identify transformative solutions for a more
sustainable global economy. S&P Global’s commitment to environmental analysis and product innovation allows us to deliver essential ESG
investment-related information to the global marketplace. For more information, visit www.trucost.com.

DISCLAIMER
Copyright © 2018 S&P Trucost Limited (“Trucost”), an affiliate of S&P Dow Jones Indices LLC. All rights reserved.
This publication and related materials are not intended to provide and do not constitute financial or investment advice. The information in this
publication should not be construed or relied upon in making, or refraining from making, any investment decisions with respect to a specific
company or security or be used as legal advice. Trucost is not an investment advisor, and Trucost makes no representation regarding the
advisability of investing in any investment fund or other investment vehicle. A decision to invest in any investment fund or other investment
vehicle should not be made in reliance on any of the statements set forth in this document.
This publication and related materials (“Information”) have been prepared solely for informational purposes only based upon information
generally available to the public from sources believed to be reliable. The Information may not be reproduced or disseminated in whole or in
part without the prior written permission of Trucost. The information may not be used to verify or correct other data, create indexes, risk
models, or analytics or in connection with issuing, offering, sponsoring, managing, marketing any securities, portfolios, financial products, or
other investment vehicles.
Historical data and analysis should not be taken as an indication or guarantee of any future performance, analysis, forecast or prediction.
Trucost, its affiliates, or its and their third-party data providers and licensors (collectively “Trucost Parties”) do not guarantee the accuracy or
completeness of the Information. Trucost Parties are not responsible for any errors or omissions, regardless of the cause, for the results
obtained from the use of the Information. THE TRUCOST PARTIES MAKE NO WARRANTIES OR REPRESENTATIONS, AND, TO THE
MAXIMUM EXTENT PERMITTED BY LAW, EACH TRUCOST PARTY HEREBY EXPRESSLY DISCLAIMS ALL IMPLIED WARRANTIES,
INCLUDING WARRANTIES OR MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE. WITHOUT LIMITING ANY OF THE
FOREGOING AND TO THE MAXIMUM EXTENT PERMITTED BY LAW, IN NO EVENT SHALL ANY OF THE TRUCOST PARTIES HAVE
ANY LIABILITY REGARDING ANY OF THE INFORMATION FOR DIRECT, INDIRECT, SPECIAL, PUNITIVE, CONSEQUENTIAL
(INCLUDING LOST PROFITS) OR AN OTHER DAMAGES EVEN IF NOTIFIED OF THE POSSIBILITY OF SUCH DAMAGES. The foregoing
shall not exclude or limit any liability that may not by applicable law be excluded or limited.
‘Trucost’ is the trading name of S&P Trucost Limited a limited company registered in England company number 3929223 whose registered
office is at 20 Canada Square, London E14 5HL, UK.
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