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Need:  

The Indian Himalayan Region (IHR) extends 

across the states of Jammu and Kashmir, 

Himachal Pradesh, Uttarakhand and the high-

altitude areas of West Bengal, Sikkim and 

Arunachal Pradesh, covering nearly 35% of 

geographical area. These states provide 

critical ecosystem services to the rest of the 

country. They have a third of the country’s 

forest cover (42% of their geographical area), 

are a major carbon skink and can be termed 

the water reservoir of the country. Annually, 

1200 billion cubic metres of water flow 

through Himalayan rivers, while the total 

estimate of forest ecosystem services of the 

region is at 94300 crores/year. These diverse 

ecosystems provide numerous goods and 

services to about 210 million mountain 

inhabitants and 1.5 billion people living 

downstream.  

Further, the rangelands in the IHR provide 

important regulatory and buffering services to 

a large number of people on the Indian 

subcontinent and the provisioning services 

they provide are the backbone of the local 

economy. Recently, understanding and 

recognition of the multiple functions,  

ecosystem services, and goods provided by 

rangelands has increased. Rather than being 

considered simply as a source of fodder for 

livestock production, rangelands are now 

acknowledged for their importance for 

biodiversity conservation, provision of niche 

products, carbon sequestration, and soil and 

water conservation.  

 However, global environmental changes, land 

use intensification, population growth and 

expanding economies are directly affecting 

the ecosystems health and its ability to supply 

ecosystem services. Changes in traditional 

natural resource utilisation as a response to 

these factors have depleted forests and 

biological diversity and disrupted hydrological 

regimes. This in turn is having negative 

livelihood and socioeconomic consequences 

to the local mountain communities. The socio-

economic well-being of mountain 

communities, is challenged by a 

predominantly subsistent economy, fragile 

environment, physical isolation, inadequate 

market access, low resource productivity and 

vulnerability to natural hazards and disasters.  

Local communities get a relatively low share 

of returns on any goods and services provided 

and/or other benefits, and hence there is a 

Key Message: Experiences from the IHR have shown 

potential for incentive-based mechanisms to encourage 

and acknowledge mountain communities for their efforts 

in conserving the ecosystem to maintain and/or improve 

it. However, several essential elements are necessary to 

make such schemes successful. Properly designed, these 

types of incentives have the potential to improve 

ecosystem management while increasing transparency and 

accountability. A 'one size fits all' approach may not be 

desirable, as the design of these schemes need to respond 

to local context, culture and environmental priorities.  
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lack of motivation to conserve and protect the 

rangelands. At the same time, the imposition 

of several policies and acts that are at times 

contradictory or overlapping has led to 

conflicts of tenurial rights, unclear land 

records, faulty land use practices, and 

resultant degradation of the rangelands in the 

IHR.  

Response:  

In the entire Hindu Kush Himalayan region 

spreading across India, China, Nepal, Bhutan 

and Pakistan, there are many similar schemes 

to PES, that aim at channelling financial and 

non-financial benefits to the communities 

providing ecosystem services through 

established institutional mechanisms. These 

schemes operate alongside a wider range of 

political and policy instruments used by 

governments. The experiences from these 

schemes show that they are opening new 

sources of conservation finance, helping to 

improve ecosystem at large, and providing 

experiences for empowering negotiations at 

local level. 

With the growing awareness of the crucial 

ecosystem services provided by the high-

altitude rangelands, and their potential role in 

mitigating climate change-related impacts, 

various PES-like schemes ranging from 

national to local have been initiated in the 

Himalayas. PES is a voluntary, conditional 

agreement between at least one ‘seller’ and 

one ‘buyer’ over a well-defined environmental 

service or a land use presumed to produce 

that service. The scheme is based on the 

assumption that valuing and paying for 

ecosystem services will help to solve the 

externalities resulting from market failure and 

incentivise local communities to conserve and 

preserve rangelands. Such payments, benefit 

the providers of the ecosystem services, 

mostly poor landholders or disadvantaged 

communities, and can contribute to poverty 

alleviation. PES thus provides an opportunity 

for ’win-win’ scenarios, leading to its wider 

acceptance among conservation practitioners 

and policy makers in developing countries.  

Conducive policies, intermediaries, ownership 

by local municipalities, facilitation and 

mediation, and ensuring benefits to 

communities are crucial for successful PES 

schemes. The HKH has special characteristics 

which requires contextualisation of PES 

schemes based on local needs and priorities 

and may mean a one-fit model may not work 

effectively in the region. Previous experience 

with incentive-based approaches suggests 

that it is unlikely that a PES approach will 

always be able to simultaneously improve 

livelihoods and increase ecosystem services, 

and that no single policy is right for every 

scenario. Therefore in order to implement a 

successful PES strategy, the social, economic, 

and environmental contexts need to interact 

with policy design and together determine 

policy outcomes. 

Drivers of the Initiative:  

The main drivers of PES schemes are 

governments, local institutions and 

communities that are responding to 

challenges to sustainable management of 

rangelands in the region. Some of these 

challenges are discussed as drivers of such PES 

initiatives in the IHR:  

Breakdown of traditional rangeland 

management systems: The entire IHR is 

undergoing rapid development and the 

environment is under pressure from 

construction of dams, roads, mining activities, 

and other biotic pressures, leading to loss of 

forest and pasture areas. Existing policies are 

mostly non-holistic, non-compatible, non-

coherent, non-complementary, and non-

community-oriented, and barely address the 

key principles and issues. Income insecurities 

have forced many to find alternative 

employment and move to urban areas. In 

addition, there has been a sudden influx of 

people from adjacent states and neighbouring 

countries. Construction of roads etc. has 

increased accessibility leading to over-



exploitation of resources, excess tourism 

pressure and overpopulation of livestock.  

Impacts of climate change: The direct impacts 

of climate change on the Himalayan 

rangelands are seen in changes in evaporation 

and runoff, vegetation composition and 

diversity, above-ground productivity and 

decomposition rates, carbon sequestration 

effects, increased risk of fire disasters, drying-

up of wetlands, submergence of pastures 

close to glacier lakes, and changes in wildlife 

habitats.  

Information failure: It arises from a lack of 

accounting of ecosystem services, and lack of 

understanding of how and at what rates the 

services are produced. In the absence of 

proper estimates of the stock of ecosystem 

services, and the fluctuation of services under 

a scenario of climate change and 

globalization, it is difficult to determine the 

net present value of the future flow of 

services. Confusion regarding the monitoring 

indicators also presents a challenge.  

Market failure:  Rangeland goods and services 

are seen as free goods, which can make proxy 

pricing difficult. Due to the diversity of 

resource users, and lack of communication 

and coordination among them, common 

resources tend over time to become open 

access resources, and the rules and norms for 

sustainable management become ineffective. 

People living away from the rangelands 

benefit from their conservation in the form of 

ecosystem services without having to pay 

anything, creating a scenario of market 

failure. 

Policy failure: Lack of a common vision and 

mandate in the IHR among the development 

agencies and conservation departments 

controlling the rangelands and other natural 

resources, local people, and civil society 

organizations has created a classic case of 

policy failure. The traditional single focus (air, 

water, waste, forests) of past and present 

environmental laws and policies has not been 

able to secure provision of resources. This has 

led to the emergence of the concept of 

environmental laws and policies, without 

significant consideration given to sustaining 

ecosystem services and goods. Existing inter-

sectoral policies often conflict and contradict 

with each other’s objectives.  

Objectives:  

Payment for ecosystems services schemes in 

the IHR regions are seeking to blend 

anticipation, adaptation, and preparation for 

future environmental challenges while aiming 

to secure better economic and livelihood 

outcomes for the communities in the region.  

Stakeholders Involved:  

Policy makers, national and local level 

governance institutions and communities 

residing in the IHR.  

The Process:  

The concept of ecosystem services is 

important for understanding human-

environment relationships and designing 

environmental policy interventions. PES in the 

IHR has emerged as a policy solution for 

balancing the goods (mainly derived by 

individuals) and services (derived by society) 

from natural ecosystems.  

Innovative features:  

 While there is no 'regional umbrella 

policy' on PES, there are several 

enabling policies and legislative 

frameworks that support the 

provision for incentives for providing 

ecosystem services of HKH region 

countries. In India, the 12th Finance 

Commission (2005–10) recognised the 

need to invest in resources and 

allocated 1000 crores for five years to 

be given to states for preserving 

forests for the first time.  

 The countries in the HKH region use a 

wide range of financial sources, most 

of them from domestic sources to 

sustain these PES-like schemes. In 



India, central funds are allocated for 

ecological restoration, forest 

restoration under the Green India 

mission and municipal internal funds 

such as in Palampur water supply, 

Himachal Pradesh.  

 Countries in the HKH region lack 

national institutional mechanisms 

with a particular focus on PES. 

However, there are institutional 

mechanisms to implement PES-like 

incentives, which vary across the 

region.  

 Community-based PES schemes 

facilitated by local governments such 

as municipalities, for instance, 

Palampur water supply in India are 

found to be more effective as these 

schemes are mostly based on local 

needs and contexts. There are 

complexities in nationally-initiated 

PES where co-ordination among 

various departments has been a 

crucial issue in making these schemes 

effective.  

Unresolved Bottlenecks:  

Across the IHR, ecological services payment 
schemes cover carbon sequestration and 
storage, watershed development and 
protection, non-domestic biodiversity 
protection and forest protection. However, in 
the climate change regime, carbon emission 
reduction and other mitigation activities make 
huge businesses. But agriculture and farmers 
have been kept out of the formal carbon 
market that is worth more than $100 billion. 
Farmers, particularly those practicing 
traditional farming including in Himalayan 
states, have been rarely considered eligible 
for payment for their ecological services.  

Traditional farming is considered climate-
resistant and less harmful to the environment. 
Under the climate change mitigation and 
adaptation plans, agro-biodiversity is 
mentioned as a potential instrument to be 
explored. The poorest farmers living in 
degraded environment usually practise this 
type of farming. Now, it is being felt that 

farmers should be rewarded for their 
ecological services. When agriculture with low 
ecological footprint is encouraged for 
payment for ecological services, it would 
serve two purposes — bring down poverty 
and make agriculture climate-resistant. Thus 
the demand for a ‘green bonus’ by Himalayan 
states, thus, is not only a valid one but also an 
ecological necessity.  

Environmental benefits:  

PES models are used to incentivize local 

communities and populations to manage, 

conserve and improve the health and quality 

of their ecosystems. This includes better 

sustainable practices in the region, judicious 

use and regeneration of natural resources, 

climate change mitigation strategies and more 

all of which contribute to larger goals of 

enhancing resource efficiency and sustainable 

development.  

Economic benefits:  

By acknowledging and valuing ecosystem 

services provided by mountain communities, 

PES schemes contribute to greater income 

security, income generation and improved 

livelihood outcomes.  

Social benefits:  

Apart from contributing towards improved 

livelihood outcomes across social indicators 

along with economic, PES models also 

improve local communities’ participation and 

decision-making as well as accountability, 

inclusivity and transparency of institutions. So 

not only do these schemes enhance aspects of 

distributional equity like access to resources, 

they also improve procedural equity 

indicators such as capacity building, 

information access, decision making and 

more.  

 

 


