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Terms of Reference

Assessing the potential contribution of payments for environmental services to increase the effectiveness of efforts to improve drinking water quality focussing on Africa

In recent times we have seen increasing recognition of the importance of providing incentives to natural resource managers in order to adopt ecosystem management practices which generate global or regional environmental goods and services.  Many of these environmental goods and services are provided through the agricultural, forestry, land and water use decisions made by farmers, fishermen and forest dwellers. Poor agricultural producers make up a large portion of the potential suppliers of ecosystem services. Channelling payments or other forms of support to these communities in return for the provision of environmental services could generate benefits in the form of increased food security as well as global and regional environmental goods and services. 
Markets for watershed services are usually local in scope with most transactions occurring at the watershed level. They usually do not involve trading commodities such as water quantity or quality, but rather financing land uses that are generating watershed benefits. Until now, much work has been done on the potential supply of environmental services, but much less is know about the current and potential capacity and willingness of beneficiaries to pay for environmental services.  

Demand for water services mostly originates from downstream water users, and given the local nature of demand and the presence of a limited number of well-organised beneficiaries (e.g., water or hydroelectric utilities, irrigation commissions) it may be relatively easy to mobilize downstream beneficiaries and involve them in PES schemes (low transaction costs). Also, there is an increased willingness on the part of beneficiaries to pay for services, as awareness is growing on the importance of conservation in upper watersheds for the maintenance of water services.

Watershed-based services are usually funded through user fees to finance improved management of the protected area upstream (it is therefore essential to develop hydrological models to link conservation practices with the generation of water services in order to make sure that the PES system is providing the services for which beneficiaries are paying). Nevertheless, one potentially important source of demand for environmental services is their capacity to reduce the costs and improve the effectiveness of efforts to meet economic development and social objectives such as improving the quality of drinking water and the health of low income populations as well as the income of poor farmers.

The evidence on the relationship between environmental quality and social and economic outcomes is not very well established, and relatively little is known about the potential of environmental services to reduce the financial costs the international, national and local public sector is currently bearing for the purposes of maintaining clean drinking water supplies and about the potential of economic development efforts to increase the supply of ecosystem services.

The purpose of this consultancy is to assess the state of knowledge on these issues and to provide an assessment of the potential for PES to be an important means of addressing water quality issues in developing countries –and most particularly in Africa. 

Specifically the consultant will need to:

1) Assess the state of knowledge on the relationship between economic activities (special focus on agricultural production), environmental management practices and drinking water quality (from surface water ecosystems as well as groundwater sources) in developing countries overall, and then with a more specific focus on Africa.  The study should focus mainly on rural sources of pollution (non-point sources such as nutrient runoff and leaching, pesticides, livestock waste), but also point sources (industrial and municipal waste, leaching of solid waste) should be examined.    

2) Synthesize studies on the social and economic costs associated with poor quality drinking water (e.g. health impacts), taking into account that there are several models, techniques and tools linking ecosystem and watershed processes with the quality of water at the source and its implications for disinfection by-products and pathogens in tap water, community health and economy (e.g. models to define the maximum allowable load of nutrients for sustainable source water quality; remote sensing, GIS technologies to model export of nutrients, pollutants and sediments under changing land-water use practices; .....).

3) Summarize available assessments of the type, magnitude and cost of the changes in environmental management needed to meet desired drinking water quality standards in developing countries, focussing particularly on Africa.

4) Identify current strategies to improve drinking water quality in Africa and estimate spending to meet these objectives, including both national public sector spending as well as overseas development assistance.

5) Identify the potential for developing innovative financial mechanisms for water services from agriculture in Africa and assess the potential of environmental services to reduce current costs society is bearing regarding the provision of clean drinking water.

6) Provide an analysis of the potential willingness to pay for environmental services to improve drinking water quality in Africa and the actions necessary to operationalise PES towards this end.

7) Assess potential legal and regulatory barriers to the establishment of PES programs aimed at improving water quality for Africa.

Contact people at FAO (ESAC): 

Ms. Monika Zurek, monika.zurek@fao.org, +39-06-57054489

Mr. Giacomo Branca, giacomo.branca@fao.org.
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