Cost Benefit Analysis (CBA) WORKPLAN – Water supply ProjectProject Proposal for Lelu, Korsea.
1. Determine the Objectives of the CBA
Problem 
Inadequate quantity of water for people at the end line areas of Lelu, Korsea. 	Comment by aaronb.ext: Need to provide further information to illustrate the nature and extend of the identified problem in this section [approx 4 paras]. this should include but not limited to:
1. how many households and how many people are at affected 'end-of-the-line-areas of Lelu';
2.how much (i.e. what quantity) water these households currently receive
3. whether there are particular times (e.g. dry months) when water shortages are most problematic.

This should reference relevant studies and reports, including IWRM Outlook report. 

If inadequate quantity of water results in health problems, this should also be described.  

If it results in other problems (e.g. disruptions to school operation and business operations), this should also be described. 
Cause(s) of problem	Comment by aaronb.ext: Need to provide further information on each of these causes and drivers. Perhaps 1 para for each factor - up to 2 paras for key causes. 

If possible, it would be great to state which of the identified causes and drivers are most important (i.e. main contributor to observed problem)
 
· Leakage of water pipe due to poor maintenance.
· Low pressure due to inadequate design like inappropriate pipe size.
· No price of water which creates disincentive to save water.
· Uncontrolled development. New pipes are added unsustainably due to poor monitoring.
· Degradation of catchment area affecting quality of water  may would lead to muddy water supply
· rainfall variability and drought	Comment by aaronb.ext: Please consider rainfall variability and drought - and uncertainty/changes resulting from climate change - as one of the drivers of this problem. 

The MET office (in Pohnpei) should be contacted for this information. 

One relevant report to review is the updated (i.e. 2014) climate science country reports prepared under the Pacific Climate Change Science Program report - see http://www.pacificclimatechangescience.org/publications/reports/climate-variability-extremes-and-change-in-the-western-tropical-pacific-2014/.   

If rainfall variability and drought are not considered to be a major driver of the problem, please state this. 
Objective of project
Ensure adequate quantity of water being supplied for people at the end line areas of Lelu, Korsea. 	Comment by aaronb.ext: It would be useful here to provide some basic information on what is meant by "adequate" (e.g. between 50 and 100 litres per household per day, at least 50 litres per person per day etc). In defining "adequate", it would further be useful to draw comparisons with:  
1. other FSM states/PICs similar to Kosrae;
2. minimum quantities required (as defined by WHO?) for various categories of water use (i.e. drinking, ). 

May want to also consider further refining the objective to focus on one or two of the key causes of the problem identified in the section above. 
Options	Comment by aaronb.ext: Need to provide some further information on each of the options identifed - perhaps 1-2 paragraphs for each option. 

It would also be good to provide a paragraph explaining the process followed for identifying each of the options (this should refer to drawing on studies and experiences from Utwe project currently being supported by ADB). It should also consider other options previously implemented in Kosrae and other similar PICs. 
Demand side:
· Education and awareness to communities on wise use of water.
· Pricing of water 
· rationing water(i.e. regulating use of water)
Supply side:
· Repair pipes
· Redesign size of pipes
· Underground water supply or Increase dam size, to maintain water  quantity.

You may want to consider screening out one or more of the abovementioned options that are to be  assessed in this preliminary CBA If this is done, please provide sentence outlining rationale for excluding (e.g. increasing dam size does not address key cause of the problem ..).  
Objective(s) of CBA
The primary objective(s) is to determine whether the benefits of a project option outweigh its cost and by how much relative to other alternatives. The purpose of this is to (i) determine whether the proposed project is (or was) a sound investment (justification/feasibility); and/or (ii) compare between alternative project options (rank and prioritise).  

2. Identify Costs and Benefits - With and Without Analysis


	Baseline - without project
	Project option 1
Repair municipal owned leaking pipes
Or 
Repair Household owned pipes  (most cost and benefits are similar)
	Project option 2
Redesigning of municipal owned pipes
	Project option 3
Increase dam capacity or Underground water supply

	Cost:	Comment by aaronb.ext: this column should essentially describe the current situation in Lelu, drawing on the information outlined in the problem statement. 

that is, it should describe how water is currently supplied and managed in Lelu (i.e. the current public water supply system + private supply system i.e. household rainwater tanks); and then describe:
1.  the costs of this supply, 
2. how much water at end-of-the-line-households under this system, 
3. current level of pressure at end-of-the-line-households under this system (if this is a material thing)
3. the current magnitude of flow through problems to health, school disruptions etc..  
-additional quantity of water for households at end of line.
-increase water pressure for households in end of line in Lelu.




Benefit:
None to individuals at end of line in Lelu.
	Costs

	
	Upfront costs(leakage detection cost, labor costs, capital and materials costs)
Operating and maintenance costs
	Design (field investigations, technical reports,)
-material and labor costs for new pipes

	-large capital costs
-large labor costs (field investigation, research and design, technical supports)
-environmental damage nearby dam
-regular inspections and maintenance from experts.



	
	Benefits

	
	-additional quantity of water
-increase water pressure	Comment by aaronb.ext: does water pressure per se generate a benefit for end-of-the line households - beyond being able to receive additional quantity of water. 

that is, do households clearly assign a value to water pressure itself? what does improved water pressure allow them to do that they couldn't other wise do (e.g. spray clean cars?).
Health benefits(due to increase in water supply)
-avoided damage and loss to road infrastructure 
-increase in economic benefits from continuous water supply (school, businesses etc)

	-additional quantity of water
-increase water pressure
Health benefits(due to increase in water supply)
-increase in economic benefits from continuous water supply (school, businesses etc)
-
 (note: this benefits are similar to option one but actual amounts may differ)

	-additional quantity of water
-increase water pressure
Health benefits(due to increase in water supply)
-continuous water supply
-increase in economic benefits from continuous water supply (school, businesses etc)




	
	Project option 4 Education and awareness to communities on wise water usage.

	Project option 5
Pricing of water 

	Project option 6 rationing water(i.e. regulating use of water)


	


	Costs

	
	-labor cost
-training costs
Publication costs
-media promotion costs on TV and Radio.
-transportation costs

	-increased in cost of living
-installation cost including meters 
-administration costs to manage pricing of water 
-operational costs
	-operational costs
-awareness costs to inform about rationing system.
-Disruption costs.




	
	Benefits

	
	-additional quantity of water
-increase water pressure
 
	-additional quantity of water for households at end of line.
-increase water pressure for households in interior parts of Lelu.
-efficient use of water  i.e. decrease in water wastage
-increase in government revenue 
	-additional quantity of water for households at end of line.
-increase water pressure for households in interior parts of Lelu.
-efficient use of water  i.e. decrease in water wastage 



3. Measuring and valuing costs and benefits
This section should detail the data/information needed to estimate each of the costs and benefits identified in the with and without analysis, and list where this data/information can be sourced. It should also state the intended 'method' that will be used to value each of the cost and benefit items identified. 	Comment by aaronb.ext: this part will need to be done in the revision/update of this workplan. It should: 
- list/identify exising reports and studies that can be used to find more information on each of the identified cost and benefit items of the options;
- specify where 'expert judgement' from KUA water engineers would be beneficial (e.g. relating to quantity of additional water from some project options). 
This information should be summarised in the below table. 
Project Option 1 Repair municipal owned leaking pipes
	Cost/benefit 
	Valuation method
	Data required
	Source of data

	Cost 1
Upfront costs(leakage detection cost, labor costs, capital and materials costs)

	Market price
	
	

	Cost 2

	
	
	

	Benefit 1

	
	
	


	Benefit 2
	
	
	



Note that, some cost and benefit items may be too abstract to measure or too small a consideration to justify going to the effort of collecting data and undertaking valuation analysis. For these such items, the table should list 'qualitatively describe and discuss' and briefly outline the reasons why this item will not be valued in monetary terms. 
4. Aggregating costs and benefits
This section will detail how costs and benefits will be aggregated/computed over time. 
Key matters to be outlined here include: 
· choice of discount rate (to be used for cost estimates as a minimum); 
· the process the group will follow to qualitatively evaluate benefit items (refer Preliminary CBA template, including worked example)[footnoteRef:2]; [2:  this could include a water CBA team meeting, once all relevant information has been collected and collated. ] 

· the process the group will follow to make a qualitative judgement on net-benefits of each option (using traffic light system, refer Preliminary CBA template)[footnoteRef:3]  [3:  this could include a water CBA team meeting, once all relevant information has been collected and collated. ] 

· 
· the (economic efficiency) measures that will be estimated (most commonly for Government projects this is Net Present Value and Benefit Cost Ratio); and 
· how options with different life-spans will be compared.  

5. Sensitivity Analysis	Comment by aaronb.ext: this section still needs to be filled in. 

one issue that should potentially be considered in the sensitivity analysis section is uncertainty about rainfall and drought. 

also need to check the Kosrae 
Shoreline Management Plan to see if there are any other climate change related issues for Lelu relating to sea-level rise, king tide events and typhoons. i.e. double check that Lelu is not one of the villages that has been identified for relocation over the next 30-50 years. 
List key parameters (e.g. length of drought period) for which there is a significant amount of uncertainty. 
Describe how these uncertainties will be tested through a sensitivity analysis - e.g. through testing of upper and lower bound values of these parameters. 
Also outline the basis for selecting values used in the sensitivity analysis. 
[bookmark: _GoBack]
6. Equity and Distributional Implications	Comment by aaronb.ext: if possible, it would be good to identify any vulnerable groups for this part. 

in particular are end-of-the-line households low socio-economic households. what is the proportion of women and children living in these households. 
Identify which stakeholder groups will incur costs and which stakeholder groups will accrue benefits for each major cost and benefit category. 
This information should be summarised in the below table. 
	Cost/benefit 
	Stakeholder group 1
	Stakeholder group 2
	Stakeholder group 3

	Cost 1

	
	
	

	Cost 2

	
	
	

	Benefit 1

	
	
	


	Benefit 2
	
	
	



Comment/assess whether impacts on certain stakeholder groups may merit special consideration (e.g. costs borne by low socio-economic groups). 
Further comment on whether distributional effects will likely cause political or other issues that may threaten the successful implementation of the project - and could benefit from refinements to project design.
 
Timeline
	Action
	Date
	Responsibility

	CBA Workplan
	End of October,2014
	Water CBA Team Lead by Stanley and Palikkun

	Data collection
	Mid November
	Tbd in updated draft

	Data analysis
	End of November
	Tbd in updated draft

	Draft CBA report 
	By Christmas,2014
	Tbd in updated draft

	Peer Review
	Mid-January,2015
	Tbd in updated draft

	Final CBA report
	Mid February, 2015
	Tbd in updated draft

	CBA Finding Video
	1 March 2015
	Tbd in updated draft

	Briefing paper on CBA report
	Mid-March 2015
	Tbd in updated draft

	Presentation on CBA report to xyz
	End of March, 2015
	Tbd in updated draft

	Incorporation of CBA report results and findings in project proposal and cabinet submission
	
	



