
 

  

Agricultural livelihood transitions 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Farmers benefit from the transition from extensive agriculture to forest-
oriented livelihoods.  
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CHAPTER TEN 

Justice notions in Payment for Environmental 
Services: insights from China’s sloping land 
conversion programme 
Jun He and Thomas Sikor 

Highlights 

 China's Sloping Land Conversion Programme (SLCP) is the world's largest 
payments for ecosystem services (PES) scheme. 

 State policy on the SLCP contains provisions for distributive and procedural 
justice 

 Villagers, local officials and state policy share the concern about distributive 
justice 

 The shared distributive concern contributes to reforestation and rising incomes 

10.1 Introduction 

For over a decade, the Chinese government has implemented the Sloping Land Conversion 

Programme (SLCP), the world’s largest payments for ecosystem services (PES) programme. It 

uses public payments to convert marginal cropland located in upper watersheds into forests, 

engaging millions of mountain-dwelling households in the process1. The SLCP has received 

significant criticism from researchers in China and abroad in term of its effectiveness, 

efficiency and fairness2. However, after some adjustments, the SLCP has also generated 

successful outcomes in terms of expanding tree cover and improved livelihoods. Based on an 

in-depth case study from the Yangliu watershed in Yunnan province3, this chapter explores 

the underlying reasons for the SLCP’s environmental and economic successes by analysing 

how different stakeholders frame their justice concerns in the SLCP. It suggests that the SLCP 

has been successful because, among other factors, its implicit model of justice has sufficiently 

overlapped with local officials’ and villagers’ notions of justice. 
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10.2 Innovating payments for ecosystem services in China 

In 1998, a massive flood swept through the Yangtze Basin, attracting national attention to 

major environmental degradation in the upper watershed. Soon after, the Chinese 

government initiated the SLCP, which aims to increase forest cover and prevent soil erosion 

on sloping cropland by converting marginal agricultural land into forests. Primarily 

implemented in remote and poor mountainous regions, this programme also seeks to 

restructure rural economies and improve livelihoods by providing subsidies and off-farm 

working opportunities for farmers4. The goal is to gradually shift residents’ focus to more 

environmentally and economically sustainable activities. 

As the world’s largest pioneering PES scheme, the SLCP has several innovative characteristics 

and is a turning point in Chinese forest policy, shifting away from mandatory to more 

incentive-based instruments. The programme uses public funds to compensate upstream 

farmers for losses of their farming livelihoods via a contract-based implementation between 

government and farmers. The policy aims to stimulate voluntary participation in a way that 

maximizes environmental benefit through afforestation in cropland, and it supports rural 

economic restructuring and livelihood development in mountainous regions through 

ecological restoration. To date, the SLCP has spread across 25 provinces. 26 840 778 

households have participated and the state has invested nearly USD 23 billion, converting 

over 8 million hectares of cropland into forestland5. 

10.3 Innovating payments for ecosystem services in China 

Yangliu is a small upper watershed in Baoshan Prefecture of Yunnan Province. It spans some 

42 km² and has a population of 7 300 in five villages. Until ten years ago, its people were 

considered poor even by Chinese standards, because the average annual per-capita income 

did not exceed USD 100. The returns from farming the steep slopes were extremely low. 

In 2003, the SLCP was launched in the watershed, as it met the key requirements: almost half 

of its land slopes 25 degrees or more, and the villagers in the watershed were classified as 

poor. The SLCP has been implemented twice in Pingzhang, although differently on each 

occasion. Implementation started between 2002 and 2003, involving 229 households and 

converting 49 ha of cropland into pear tree plantations (Pyrus pyrifolia). In 2005 it enlisted a 

further 106 households and 38 ha of walnut plantations (Juglans sigillata). Meanwhile, tree-

planting had turned into a much broader trend as many other villagers in the watershed 

started to grow walnut trees, leading to a significant change in land use and local livelihoods. 

Judging from land-use and land cover analysis, the SLCP has contributed significantly to recent 

forest cover increase (Figure 10.1). Agricultural land cover reduced from 48.99% to 37.72% of 

the total area between 2002 and 2011, while forest cover increased from 30.37% to 44.62%6. 

Tree planting has significantly reduced farming activities in the region. This has in turn 

reduced workloads and allowed for more off-farm job opportunities, which typically have 

higher economic returns in comparison to traditional farming. The afforestation efforts in this 

region improved also the provision of hydrological services. 
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Figure 10.1 Land-use and cover change in Yangliu watershed 2002–2010 

The SLCP has contributed to changes in land-use patterns and reduced the size of farmland, 

which provides opportunities to farmers seeking alternatives, and diversifies their income by 

combining on-farm and off-farm activities. The change in livelihood dynamics and farming 

systems corresponds to China’s overall economic growth, which has significantly benefited 

local incomes. 

According to village records from the region, there has been a 295% increase in local income 

between 2002 and 2010, which has taken the villages well above the national poverty line 

now3. The overall economic growth and reduced burden on farmers provides more 

opportunity for off-farm activities, which make up a significant part of local income, mostly in 

the form of younger household members migrating to urban centres. According to the village 

survey, 55.8% of the sampled households in Pingzhang have people involved in off-farm jobs, 

either outside the agricultural season or all year round. On average, 1.21 people in Pingzhang 

in the sampled households engaged in off-farm work for an average of 7.19 months a year. 

The tree cover expansion and local economic development is not simply attributable to 

sufficient compensation and subsidy with free seedlings to encourage farmers’ participation in 

tree plantation. Instead, we argue, compensations and subsidies worked, among others, 

because there is overlap of the different stakeholders’ justice frameworks that led to local 

people’s active engagement in the SLCP. 

The SLCP has generated positive outcomes in Yangliu because it has matched the justice 

notions of all involved actors: central government designing the policy, local officials 

implementing it, and villagers reacting to the policy. The SLCP’s success has not been simply a 

matter of paying farmers enough so they would convert. Instead, payments mattered to 

farmers because they considered them to constitute a fair deal with the government. Table 

10.1 summarizes the three key actors’ justice framings with regards to the SLCP. 
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Table 10.1 Actors’ framing of justice 

 Distributive justice Procedural Justice 

Policy The policy states that farmers should be 

compensated from public funds for livelihood losses 

incurred through land conversion. 

The policy notes that 

participation in the programme 

should be voluntary. 

Local 
officials 

Local officials have adopted the policy conception to 

compensate farmers for losses incurred from 

generating hydrological services downstream. In 

addition, local officials perceive SLCP as a programme 

allowing rural people a share of the benefits of 

China’s economic growth. 

 

Farmers  For farmers, the programme is a means of 

transitioning their livelihoods from low-return on-

farm work to new livelihoods, which raises living 

standards and participation in China’s economic 

growth. 

The farmers perceive it as just 

to participate in the 

programme on a voluntary 

basis. Some assert that farmers 

can play active roles in the 

implementation of the SLCP. 

 

 

Figure 10.2 Overlaps in actors’ justice concerns 

Actors’ notions of justice are not identical, yet they overlap to a sufficient degree (Figure 10.2). 

All three share the primary concern with distributive issues. The state considers it just to pay 

for livelihood losses incurred in the conversion of cropland to forest. Villagers think it just that 

the payments help them to make the livelihood transition from agriculture to livelihoods 

which combine on-farm and off-farm activities. Local officials adhere to both notions of 

justice. Due to this shared concern with distributive issues, the payments assumed critical 

importance and successfully motivated the desired outcomes. 
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Although some success has been achieved in Yangliu, there remains a mismatch of other 

justice dimensions among actors. These need to be considered in order to improve the 

programme’s implementation. First, procedural justice in programme implementation has 

been largely ignored by local officials. Although central government and local farmers share 

the same perception for voluntary participation, local officials applied a merely semi-voluntary 

approach. They only consulted farmers about their willingness to participate, yet largely 

ignored giving them active roles in the implementation of the programme. This absence of 

procedural justice limits positive programme outcomes in both environmental and socio-

economic terms. 

Second, recognition in programme implementation has been ignored at both local and central 

levels. From the programme’s design to its implementation, there has been little recognition 

of indigenous people’s knowledge in watershed management and afforestation, despite the 

fact that the experiential knowledge of local people can significantly contribute to ecosystem 

management7. This ignorance from the state and local officials hinders improved watershed 

management. 

10.5 Just watershed management in and beyond China 

The SLCP provides lessons and experiences with the potential to improve the design and 

implementation of PES schemes for watershed management in China and around the globe. 

The SLCP policy contains a clear model of justice: farmers need to participate on a voluntary 

basis and should be compensated for losses incurred from moving away from crop cultivation 

to planting trees. It has generated positive outcomes in Yangliu because this model 

overlapped with farmers’ and local officials’ notions of justice. 

To achieve just watershed management, it is important to understand how different 

stakeholders frame justice and injustice in terms of management and practice3. Watershed 

management will be successful where, among other factors, the underlying model of justice 

that is incorporated into policy interventions overlaps with local justice framings, as was the 

case in the Yangliu upper watershed. This significance of justice requires policymakers and 

local officials to understand local people’s notions of justice and to consult them, particularly 

those who do usually not have a voice in the design and implementation of interventions for 

watershed management. 
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This photo illustrating the topography of the Yangliu watershed where the SCLP was implemented. Photo: Yunnan 

University/Jun He 
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