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ABSTRACT 
 
Interest has grown significantly in advocating market-based 

policies for water resources management in response to: a) 
increasing global deterioration of watershed ecosystem services, b) 
complex and uncertain socio-economic and ecological drivers of 
land-use change in a watershed setting, and c) the need to respond 
to the criticism of an ‘implementation gap’ in achieving ‘Integrated 
Water Resource Management’ (IWRM).  Chief among these policy 
mechanisms has been ‘Payments for Ecosystem Services’ (PES) 
which are theoretically premised as a voluntary and conditional 
transfer of incentives from ecosystem service beneficiaries to land-
users to either improve the delivery of the identified ecosystem 
service(s) or more commonly to implement land-use practices 
which encourage those services.  

The current interest over PES mechanisms for natural 
resource management has been advanced  by an argument of greater 
efficiency compared with preservationist ‘no touch’ policies or 
community-based conservation initiatives which lack conditional 
obligations over land-use practices. The logic underpinning the 
economic valuation of ecosystem services in PES schemes refers to 
the internalisation of social costs associated with the degradation of 
ecological resources as new commodities for exchange within the 
market system, as the best arbiter of efficient decision-making.  

This research provides a critical conceptual and empirical 
analysis of PES under the logic of market-based principles for 
advancing integrated and adaptive water resource management. 
Given the complex economic, spatial and temporal characteristics 
of ecosystem services combined with diverse and conflicting values, 
this research recognises the imposition of power in defining PES 
premised as a market-based tool which prioritises one form of value 
(economic value) over others, making justice (or the lack thereof) a 
critical linchpin for the long-term success of PES in achieving an 
integrated and adaptive vision for watershed management. 
Specifically, a conceptual framework is developed to identify the 
misalignment between the characterisation of ecosystem services as 
economic goods and their treatment within PES as exchangeable 
commodities. Subsequently, two empirical studies are provided 
based upon a proposed PES scheme in the Kathmandu Valley of 



Nepal. The first of these illustrates how market-based logic in 
optimising payments fails to resonate with social institutions and 
values which inadvertently separate society from nature in a 
piecemeal fashion. The second study uses social multi-criteria 
evaluation as an alternative methodology for designing incentives 
for resource management based upon a deliberative negotiation of 
values, priorities and opportunities for improving individual and 
collective well-being and which do not allow for certain value sets 
to compensate others, but to expose the trade-offs inherent between 
equally legitimate perspectives. A final empirical study carried out 
at a pilot watershed PES programme in the Kyrgyz Republic 
examines the behavioural aspects of rational self-interest which 
characterise the assumed motivations underlying participation in 
PES schemes. The exploratory study illustrates that the 
prioritisation of self-interested norms over existing social 
institutions can result in unintentional outcomes depending on the 
framing and strength of different sets of norms in a given context. 

The implications of this study suggest that incentive-
provision for watershed services has greater potential to be 
integrated within collective resource management than as a market-
based tool. Indeed, framing incentives as internalising market 
externalities yet remaining out of touch with scalar power 
asymmetries and temporal uncertainties can exacerbate inequality 
with negative ecological implications. Nevertheless, appreciating 
the effect of incentive provision to encourage greater collective 
action can offer few generalising heuristics with the exception of 
efforts which facilitate or reinforce existing social institutions and 
norms and place recognition and procedural justice as core 
components of negotiated outcomes.  
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