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Abstract

In recent years, avian influenza ( Al) occurred and
spread periodically around the world, bringing about great
losses to the world economy and a severe threat to human
life. For a long period of time in the future, such a threat
will remain and eradication will still be the most direct but
also the most effective measure to put down Al. So compen-
sation to the poultry owners will continue to be a long-term
national policy against avian influenza in China. The purpo-
ses of this paper are to analyze the incentive compatibility of
the current compensation policy and the willingness of poul-
try owners to cooperate with the government, and to pro-
pose a new compensation system based on market price of
the poultry, which provides a theoretical basis for
government’s decision making. So the study is of some theo-
retical and practical significance.

Compensation policy is studied in this paper from the
perspective of economics. The main methodologies involved
include normative study, empirical study, case study, field
survey and econometric approach. After concept definition
and literature review, the study is carried on from six as-

pects, following the route of “background-theory-demonstration-
o] »
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policy”. First, an overview is presented in this paper about
China’s Al and its characteristics as well as her compensa-
tion policies in different provinces. Then, based on theo-
ries, say, principal - agent theory, mechanism design theo-
ry, risk theory and utility theory, this paper analyzed differ-
ent characteristics of information at different stages of Al
and the incentive compatibility of the current compensation
policy in such information environments by incentive com-
patibility model. The third section of the paper mainly deals
with a comprehensive comment on the current compensation
policy, involving its goal, standard, range, calculation (of
the amount ), procedures and supervision, while the forth
section is mainly about an empirical study of poultry owners’
willingness to cooperate with the government and a signifi-
cant test of factors affecting it. All the data needed are from
the author’s investigation. After all the above study and a-
nalysis, a new compensation plan, called market-price com-
pensation plan, is designed in the fifth section, and the ways
to minimize the new plan’s cost are further discussed in the
last section.

The research results show that: 1) Al in China has
presented distinctive characteristics in the time, space, fre-
quency of its outbreak and the way of its disclosure.
2) Compensationpolicies in each province are quite different
from each other. 3) Generally speaking, China’s compensa-
tion policy has little incentive compatibility though it shows

differently at different stages of AL. 4) The reason why the
T
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current compensation policy is less compatible lies in the fact
that it has many defects in its goal, its compensation stand-
ard and scope, etc. 5) The level of poultry owners’ satisfac-
tion to the compensation is the most significant of all the
factors that have much effect on poultry farmers’ willingness
of cooperation. 6) To raise the compensation standard to
market price is the way to improve our country’s current
compensation policy.

The policy implications based on the above research re-
sults are to; 1) Make a unified compensation law as soon as
possible to regulate the compensation of the country.
2) Raise the compensation standard by the implementation
of market-price compensation policy. 3) Provide training
course to poultry owners with knowledge of Al and scientif-
ic feeding. 4) Strengthen the propaganda of the compensa-
tion policy. 5) Strengthen the supervision of the compensa-
tion process so as to prevent false report and other illegal ac-
tivities. 6) Probe fowl disease insurance and establish a cost
share mechanism to make up for the owners’ loss caused by
eradication. 7) Enhance the efficiency of policy execution to

reduce time lag.
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