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!

Water is essential for all human life and the ecosystems that support us. Water is a fundamental human right socially, economically and culturally important.

!

For communities living in the Andean and Amazonian regions, this is especially true. Today these communities
are facing three major water challenges as they fight to reduce poverty and protect their environment:

!

Widespread land degradation, water pollution and climate change are reducing the availability, quality
and reliability of water resources.

!
!

Weak institutions for regulating and managing water are resulting in poor water usage.
Inequitable distribution of water resource benefits. Frequently, those who care for the watersheds are
not the same people who benefit most from water resources. Conversely, those who pollute and degrade
watersheds are not the same as those who suffer the consequences. This generates inequality and is a

!

major cause of conflict.

One solution to these problems that has been proven to work is known as a Benefit-Sharing Mechanism, or
BSM. This booklet offers a brief introduction to BSMs, including how they work, when to use them, and, finally
it makes some recommendations so that interested organizations may begin the process of planning and
implementing their own Benefit-Sharing Mechanism.

!

This booklet is not intended to be a step-by-step guide, but rather to act as a starting point for your
exploration of Benefit-Sharing Mechanisms. Information in this booklet is based on the experience of the
CGIAR Challenge Program on Water and Food (CPWF) Andes project which worked on Benefit-Sharing
Mechanisms in ten Andean basins in Bolivia, Colombia, Ecuador and Peru.

!
THE ANDEAN REGION
!

The Andes mountain range runs north to south along South America, dividing the territory in two areas: Pacific
and Atlantic. This range is roughly 7,000 km long and has an average height of 4,000 masl. The variations in
height and latitudes provide a wide range of microclimates and biodiversity along the mountain range. From a
hydrologic standpoint, the distribution of rainfall varies considerably: rainfall in the northern area and the
Amazon is higher than in the southern area.

!

Approximately 47 million inhabitants of the Andean countries are considered poor, with 26 million living in rural
areas. There is a nexus between poverty and water, be it water shortage or water excess (which causes land

degradation, erosion and loss of nutrients). Water and land usage has an impact on health and poverty; water
shortage leads to diseases and hinders food production.

!
WHAT ARE BENEFIT-SHARING MECHANISMS?
!
Benefit-Sharing Mechanisms seek to redistribute the benefits of a healthy watershed equitably to everyone in
the watershed. They can help create a virtuous circle between the welfare of people and the ecosystems they
live in.

!

The Andean region is blessed with great social and environmental diversity and as a result there is no fixed rule
for who will and will not benefit from water resources within a watershed.

!

A common scenario in the Andean region sees the benefits of a healthy watershed being received by the
(relatively wealthy) downstream users such as farmers, successful agribusinesses, hydropower companies and
urban water users, while the (relatively poor) upstream rural communities are faced with the burden of caring
for the catchment areas, with little prospect of benefiting from their conservation efforts.

!

A Benefit-Sharing Mechanism is a series of agreements between all
watershed stakeholders including: water users, local groups,
industries, government and non-governmental organizations

!
TYPICALLY THESE AGREEMENTS ARE FOCUSED ON TWO AREAS:
!
Agreements about water and land resources usage aimed at ensuring the environment is

!

protected, including accounting for climate change
Agreements for financial and other benefits to be shared from water beneficiaries to those caring for the

!

basins which provide those resources

One well known form of BSMs are market driven Payment for Ecosystem Services, or PES. However, in most
cases these are simply not able to deliver a fair or environmentally sustainable solution. Today, the majority of
successful BSMs in the Andes are not market driven PES solutions.

!
!
!
!

KEY MESSAGES FOR BENEFIT-SHARING MECHANISMS

!

We would like to share the key messages that have emerged from our experience in research and practice
over the years as we have worked on the CPWF project in the Andes - developing and implementing BSM as
a tool for basin management.

!

Benefit-Sharing Mechanisms are a chance to think beyond the service we receive: they invite us to reflect on
where water comes from, to look upstream and to be willing to reward those who ensure that we may enjoy
this service.

!
KEY MESSAGES
!

One size doesn’t fit all. Benefit-Sharing Mechanisms must be designed within the local social and
hydrological context.

!

Benefit-Sharing Mechanisms help create a virtuous circle between the welfare of people and the
ecosystems they live in.

!

Benefit-Sharing Mechanisms that target watersheds where there is a high downstream demand
and seasonal water supply upstream achieve best results.

!

Fair and equitable Benefit-Sharing Mechanisms are designed and implemented when all
stakeholders are provided with all the necessary information.

!

For best results, Benefit-Sharing Mechanisms should be created as living projects with continuous
monitoring and adjustment as required.
Benefit-Sharing Mechanisms are a tool for Integrated Water Resource Management (IWRM) and
climate change adaptation.

!

Benefit-Sharing Mechanisms that target watersheds where there is a high downstream demand

!

and seasonal water supply upstream achieve best results,
Benefit-Sharing Mechanisms are not only market driven Payment for Ecosystem Services (PES).

!
!

Non-market driven BSMs are often more suitable.

CONCEPTUAL EVOLUTION OF BENEFIT-SHARING
MECHANISMS IN THE ANDEAN REGION

!

The notion of ecosystem services and the economic valuation method through formulas to establish a monetary value first
emerged during the 1960s. During the 1970s and 1980s various documents published by the United Nations urged for a
joint effort to address poverty, development and environmental issues from a political standpoint.

!

The 1990s saw the implementation of the notions of integrated water management (IWRM) - which considers ecosystem
services as part of the hydrologic process - and the economic valuation of water resources, which gave rise to Pay for
Environmental Services (PES). The mid-1990s saw PES projects begin to be implemented across the Central American
and the Andean regions.

!

The evolution from the concept of PES to BSM occurred in three stages:

2000 - 2005: MARKET BASED PAYMENT FOR ECOSYSTEM SERVICES
The main characteristic of the first comprehensive conservation and development projects was their long-term
implementation and high costs. Also, conservation was not evident immediately. Therefore, to finance conservation
through an economic valuation of water resources and market mechanisms was considered to be much more effective in
the short term, the PES scheme was proposed. During this period, the Regional Andean Basins Project and the first
phase of CPWF were implemented.

!

2009 - 2010: TRANSITION
During these years, the debate centered on whether the PES approach only had to finance conservation or also alleviate
poverty. In the Andes region, PES sought mainly to alleviate poverty, but the payments that had been set were not enough
to overcome it, which highlighted the importance of other players, such as the State, being involved in project financing.
During this stage, the following activities were conducted: a focal CPWF project, Andean outlook on environmental
services, numerous discussion forums and the design of the second phase of the CPWF.

!

2010 - CURRENT: BENEFIT-SHARING MECHANISMS
Globally, the market approach to conservation of the PES scheme began to be questioned. A call was made to shift the
paradigm and address the issue of water valuation and conservation from a more political aspect, with agreements
between the parties.

!

The Challenge Program on Water and Food in the Andes region (CPWF Andes) proposed to apply BSM in a different way.
It seeks for equal access to the benefits provided by ecosystem services, highlighting the issues of arrangement and
negotiation, and applying a broad valuation of water, not merely economic.

!
!
!

WHEN TO USE A BENEFIT-SHARING MECHANISM

!

Benefit-Sharing Mechanisms cannot be designed in the same way in all locations or in all basins. The great
diversity of watersheds in the Andes means that BSMs vary depending on the specific context of each basin,
especially in regards to the social and hydrologic factors unique to the basin.

!
SOCIAL FACTORS
!

To address issues of inequality and degradation of ecosystems, it is important to implement the BSM as a
process that requires the full participation of all the players involved in water and land management within a
basin.

!

It is critical to create a fair and equitable dialogue process between these players. Special effort must be made
to promote the active participation of minority groups and ensure that all groups are provided equal access to
all relevant information. Remember information must to be presented in a way each group can fully understand
given their cultural and educational background.

!

A key factor for the negotiation process to be effective is that all players be fully aware of the way the basin
works from a hydrological point of view:

!

The functions within ecosystems,
The hydrological ecosystem services it provides and;

!
!

The influence of human activities on the basin’s hydrologic behaviour.

Top priority in the negotiations should be the common benefit above any individual benefits.

HYDROLOGICAL FACTORS
An ideal hydrological situation for a BSM to be implemented is one where there is a seasonal rainfall pattern
that is concentrated in the upstream area of the basin.

!

Consequently, hydrological ecosystem services are generated upstream and benefits are reaped midstream
and downstream areas of the basin.

!

A second ideal hydrological situation for a BSM is a growing water demand in the basin or an unsatisfied
demand. Ideally the demand is downstream where a wealthier population is located, while poorer
communities, whose activities are crucial for the conservation of ecosystem services, are located upstream in
the catchment area.

!

These are the two conditions under which a BSM can achieve best results. Examples of these types of basins
can be seen in the Cañete, Lima, Quiroz and Piura basins in Peru, as well as El Alto and La Paz basins in
Bolivia. All of these basins are seeing BSMs being designed and implemented at the present time.

!

However, given the significant variations between basins in the Andes, there are other many hydrologic
conditions different from those mentioned.

!

Another context is a problem not of water shortage, but excess: the rainfall pattern is permanent and occurs
throughout the year or with short rainfall periods. This type of basin is mainly found in the Eastern side of the
Andes, such as the Chinchiná river basin in Colombia, or El Altomayo in Peru.

!
EXAMPLE BENEFIT-SHARING MECHANISM IMPLEMENTATIONS
!
!

To illustrate the flexibility in the design and implementation of BSM we can look at two extreme conditions.
In one situation, we have small basins with few players, usually with a main water user, hydrological ecosystem
services very close to water users, and a basin where, as a result, users identify with their ecosystem. In these
conditions, arrangements can be reached between the
different layers for hydrological ecosystem services conservation and maintenance and for a better distribution
of benefits. Clear examples of this process may be found in Moyobamba (Peru) and Machangara (Ecuador).

!

However, there are much more complex, larger basins, such as Rímac and Cañete in Peru, Chinchiná in
Colombia, Guayllabamba in Ecuador and El Alto – La Paz in Bolivia, with multiple users and players, and
where the source of hydrological ecosystem services is quite far from them, as a result of which there is no full
awareness or identification of users with this area. In these conditions, a more structured negotiation and
dialogue process is necessary, as well as an integrated water resource management process where BSM are
one more tool that is incorporated into this comprehensive process in the basin.

!

In short, when designing and implementing BSM, in addition to the hydrological and social aspects of the
basin, we should also take into account that BSMs are a tool that contributes to a larger process, namely
comprehensive water resource management. Moreover, in basins where there is no comprehensive basin
management process, we can view a BSM as an ideal space to begin constructing this process.

!
PLANNING A BENEFIT-SHARING MECHANISM
!

We would like to share with you many of the lessons learned during the second phase of the CGIAR Challenge
Program on Water and Food related to the to design, planning and operating of Benefit-Sharing
Mechanisms in water basins.

!
!

DIVERSITY
Conditions in Andean basins are extremely diverse, and no two basins share the same challenges. Conditions
as regards water supply as well as demand and usage vary from one basin to another.

!
!

Water supply includes different services:
Maintenance of base flows
Total water yield
Reducing floods
Decreasing water sediment content

!

Improvements in other water quality parameters

Not all players have the same interests – each will have its own priorities in connection with this list. For that
reason, it is crucial to identify these priorities properly with each group of beneficiaries.

!

SCALE OF THE MECHANISM
The challenges of a particular basin are presented at a certain scale; identifying this scale is of utmost
importance. For instance, the presence of large users, such as a hydroelectric plant, or a catchment for a big
city - establishes relevant working scales. These scales vary depending location.

!

While one location may require the establishment of a basin mechanism of just a few square kilometers, other
mechanisms, due to water supply and demand conditions, will have a relevant scale encompassing an area of
thousands of square kilometers.

!

Cases can be extremely diverse in terms of scale. From micro-basins supplying water to a small town like
Moyobamba, in the Peruvian north, with an area of just a few dozen square kilometers, to the large Rímac river
basin. The Rímac river basin contains all kinds of challenges, from water supply to Andean agriculture and
cattle grazing upstream. Energy production in several hydroelectric power plants following a waterfall pattern
midstream, and, of course, drinking water demand in a city as large as Lima, with over 10 million inhabitants
and located in a desert. Various scales and challenges are combined in this basin.

!

SUPPORT TOOLS
After stakeholders and target benefits are properly identified, actions to obtain these benefits can be designed,
both on the supply-side and the demand-side of water resources. There are a number of potential tools to
identify and quantify benefits, depending on the action implemented. In some cases, hydrologic models and
information technology tools can be useful. In other cases, implementing a simple field monitoring task aimed
at determining the benefit of the action and improve its design is more adequate.

!

In terms of basin hydrology, we still have a lot to find out about the processes that determine the hydrologic
behaviour of the basins and there is still a lack of basic information such as rainfall and discharge. While

actions are being implemented, it is necessary to learn, enhance that knowledge and adapt to the actions as
more knowledge is gained about the basin’s behaviour.
Monitoring is fundamental to acquire a capacity for adaptation.

!

DEMONSTRATE RESULTS
Monitoring is also necessary for other reasons. Sooner or later, the beneficiaries of the actions taken in the
basin will demand accountability and will want to know which benefits were achieved. Thus, it is necessary to
generate information from a baseline and subsequently generate adequate data that can be understood by
beneficiaries in an honest, transparent manner.

!

LEGAL FRAMEWORK
Legal regulations, whether national, regional or local, are of great help when designing and operating BSM.
Currently, Peru has a law ordering the creation of Basin Councils as a major tool at the water basin scale,
relevant for many cases. When challenges are located to those scales, a joint action between regional
governments can be crucial. In other countries, legislation is at a similar stage of development.

!

While extremely beneficial, a regulatory framework should not be considered a mandatory requirement in order
to implement a BSM. It is still possible to successfully deploy a BSM with minimal regulatory support.

!
!
FURTHER INFORMATION
!
!
HTTP://MCB.CONDESAN.ORG
!

For further information and resources on Benefit-Sharing Mechanisms please visit our website:

Consorcio para el Desarrollo Sostenible de la Ecorregión Andina (CONDESAN)!
Av. La Molina 1895. Centro Internacional de la Papa-Puerta 3. Lima, Perú!
condesan@condesan.org www.condesan.org

!
!
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