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Pimampiro payments for watershed services scheme

Summarized by Camille Bann / IIED from works by M. Echeverria, J. Vogel, M. Alban, and F. Meneses

This case illustrates a municipal system of payments for watershed conservation. 

Background

The town of Pimampiro is located in the municipality of San Pedro de Pimampiro, Imbabura province, Ecuador. The town is situated in the Pisque River watershed and the Palaurco River sub-watershed. The Palaurco River is used for irrigation and drinking. Approximately 25 percent of the population has limited access to drinking water, which is of poor quality because of agricultural discharge upstream. Despite the lack of detailed hydrological information, the common perception is that the forests ensure water quality and flow, particularly in the dry season.

Financial arrangements

Under a pioneering pilot project for Ecuador, landowners in Pimampiro are being paid to manage the forest in the watershed in order to protect water sources. Many actors are involved in this initiative, among them: Asociación Autónoma de Agricultura y Ganadería Nueva América (Nueva America Agriculture and Livestock Autonomous Association), which consists of 24 members, with property titles adding up to approximately 638 hectares of land, who are supplying the environmental service; Desarrollo Forestal Comunitario (DFC), an FAOfunded project for community forest management; CEDERENA (Ecological Corporation for Renewable Natural Resource Development), an NGO that evolved out of DFC; the Inter-American Foundation (IAF), a U.S. funding organization; and the municipality of Pimampiro.

In 1999, CEDERENA signed an agreement with the municipality to work on an IAF-funded project, "Sustainable Management of Renewable Natural Resources of the Pimampiro District for the Maintenance of Quantity and Quality of Water." As part of this project the UMAT (Pimampiro’s Environment and Tourism Unit—part of the town’s governmental structure) introduced an environmental payment system that provided incentives for forest conservation. This pilot scheme was implemented in Nueva America where 20 members of the Nueva America Association are receiving payments for environmental services.

In 2001 the municipality approved a new ordinance that established a Water Regulation for the Payment of Environmental Services from Forest and Paramo Conservation, which became part of UMAT’s responsibilities. A fund was created under this ordinance to channel payments by beneficiaries (domestic water users) to those investing in the continuous supply and quality of water through the maintenance of forest cover. The fund had an initial endowment of US$15,000 and it was expected to receive US$500 a month from a charge placed on drinking water fees.

The fund is managed by a committee composed of representatives from the municipality and CEDERENA. The committee verifies property titles, measures and inspects the holding, and then determines the amount that should be paid to each landholding family. Monthly payments range from US$0.50 to $1.00 per hectare depending on land category. These payments are a result of political negotiation rather than a technical analysis of the hydrology, water valuation, or financial planning of the fund. The payment amounts could increase as the market for watershed services is developed and more resources are generated. To receive payment each member of the association must sign an agreement with the municipality.

Project lessons

From the demand side there are concerns about the sustainability of the fund. The IAF funding ended in 2002 and it is not clear what will happen to the payment scheme. Because as of 2002 only 60 percent of water sold was paid for, the municipality does not provide the agreed-upon amount to the fund. In 2002 collection of the water tax amounted to approximately US$ 200 per month (a low amount compared with the originally estimated US$ 500 per month) and does not cover the payments for watershed services, which by 2002 amounted to US$ 455 per month.

Furthermore, in order to protect all of the water sources (covering an area of 4,200 hectares), the payments would need to be around US$ 4,000 per month, far beyond the scheme’s reach. Participation of the irrigation system’s users would be vital to expand the scheme; however, this participation is not being pursued. There is also the possibility of involving agricultural producers through the property tax collected by the municipality. The lack of hydrological data demonstrating the hydrological benefits linked to forest cover further hampers the development and sustainability of the market.

From the supply side, a household survey has been undertaken in order to evaluate the social impacts of the compensation mechanism. The reliability of this survey is uncertain, however, owing to concerns that respondents may have answered strategically. The survey showed that payments contributed to family income and motivated participation in the scheme. Payments are commonly used to meet short-term needs (such as food, gas, and school fees). However, the payment scheme does not meet expectations—heads of households feel they should be paid more to protect the forest. The payment system has not strengthened the level of organization within the recipients. Association and transaction costs are high—conservatively estimated at three times the amount actually paid to farmers in the first year of the project. Payments have improved environmental awareness among recipients. 

However, CEDERENA believes that support for conservation is still underdeveloped and that people intend to change their land use in the future. It is also clear that sanctions are required, as violations such as slash-and-burn forest degradation and unauthorized wood extraction are common.

Additional references and contacts

For further information, read Ecodecision, 2002, "Impact Assessment of Watershed Environmental Services: Emerging Lessons from Pimampiro and Cuenca in Ecuador." IIED, London. Marta Echeverría can be contacted at mechavar@ecnet.ec.

Payment for ecosystem services

Ecuador
 (2001)
Outcome 4. There are profitable markets for environmental services of Ecuador’s ecosystems

To realize this outcome requires:

1. Decisions in the following areas:

a) Systems of service charges for slope protection, water supply, forest and moorland, and coastal protection;

b) Charge for environmental services on public and private lands (including the National System of Protected Areas), in cases such as water supply dams, irrigation and consumption, erosion control and provision of services related to climate global (eg CO2 capture and storage);

c) An adequate system of compensation to the owners of lands that generate the service, be they individuals or communities;

d) Investment in the care and maintenance of land to ensure the continuity and quality of environmental services and,

e) Investment in the social development of inland populations and surrounding land.

2. Encourage the development of contracts for the provision of environmental services to:

a) Have adequate tools to assess services and to internalize the cost of maintenance and preservation, and,

b) Provide forums to exchange information and experience locally and internationally, and promoting the development of those who serve as pilot experiences.

Initial priority will be given to the development of collection and payment mechanisms for environmental services:

  - Westfall, mainly as a source of drinking water and irrigation for the Andean populations;

   - Mangroves as protective agents of the coastline;

   - Floodplain and flood protection zones and,

   - Hillside forests for watershed protection.
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