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Preface

Strengthening ecological protection, construction and maintaining the
safety of ecology are not only the common topics that we confront with in 21st
century, but also an important foundation of economic and social sustainable
development in China. Forest ecosystem is the main body of the terrestrial eco-
system. The forestry, taking the management and protection and utilization of
forest resources as its main activities, has undertaken important missions for
improving ecological environment and promoting sustainable development of na-
tional economy.

In order to promote forestry ecological protection and development, China
Central Government has adopted a series of important measures, mainly inclu-
ding three public policies, namely forestry financing, property ownership and
administrative regulations. From the perspective of public economics, these
three policies are corresponding to such three issues respectively as government
mechanisms, market-stimulating mechanism and the government regulations a-
gainst externalities during the process of public goods provision, due to char-
acteristics of public goods of forests and forestry externalities. Therefore, this
book chooses forestry financing policy, property ownership policy and forest
resources regulatory policy as the research objects. The purpose-is to make em-
pirical analysis and normative study on the effects of forestry public policies
and the policy options using economics analytical methods, to illustrate the ef-
fectiveness of government’s behaviors in forestry ecology protection and devel-
opment, and the approaches government chosen to improve their behaviors.

Since the beginning of the last decade, Chinese government has invested

heavily in forestry ecological construction, and the reforming of forestry proper-
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ty ownership has been deepened greatly, but the options of forest resource reg-
ulations meet with a dilemma. In such policy context, the choices of these top-
ics are of great value both in theory and practice.

This book begins with the empirical analysis of policies, and ends with
the policy choices. The general idea is: analyzing the phenomenon — revealing
the problems — seeking the basic reasons — making policy recommendations.

The first two chapters of the book pave the way to the substantive policy
study and explain the research foundation of this book. The structure of core
chapters is as follows: the empirical analysis of policy is from the third chapter
to the seventh chapter, and the eighth chapter does normative research on the
basis of the preceding chapters.

The main contents and conclusions of each chapter are as follows:

The Chapter 3 does the institutional empirical research on the above-men-
tioned three policies. It addresses the evolution of relevant policies in accord-
ance with strategic adjustment of forestry development and the development sta-
ges of forestry policies themselves. The results show that there is certain coordi-
nation between the forestry financing policy and property ownership policy,
and the evolution of forest resource regulation policy makes the corresponding
adjustment with the needs of the forestry ecological protection and develop-
ment. This shows that the government mechanism goes on coinciding with the
market mechanism when promoting the forestry development in China, and the
basic policy direction is correct.

The Chapters 4, 5 and 6 are the analysis of policy effects, i. e. analy-
zing the implemental effects of specific policies from several perspectives:

The Chapter 4, at the macro level, reflects the dual effects of forestry fi-
nancing efficiency from both the aspects of economic effects and ecological
effects. According to the data of the statistical yearbooks, this book analyzes
the scale and structure of forestry financing, gross production value and varia-
tion tendency of forest resources, and the situations of twenty major forestry
provinces in China, based on which the factors affecting the economic effects

of forestry financing have been analyzed metrically, using basic data of the
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twenty provinces with the help of panel data model. Through the analysis of ma-
terials, email consultations with the six typical provinces and telephone inter-
views etc. , the influential factors of forestry financing’s ecological effects are
understood and analyzed. The result shows that, from the perspectives of eco-
nomic effects and ecological effects, the efficiency of forestry financing has de-
clined on the whole for the last ten years, and the gaps among different prov-
inces have become larger. The economic growth effect of forestry financing is
influenced not onl}; by itself, but also by the level of labor productivity; from
the perspective of financing subject, the effects of promoting economic growth
caused by public financing are more remarkable than the ones caused by pri-
vate financing. The ecological efficiency of forestry financing are influenced by
many factors, such as the situation of woodland, the concentration of planted
area, the species of planted trees, policies, management and so on.

The Chapter 5 analyzes the incentive effects resulted from the reform of
forestry property ownership system. Through the analysis of official statistics,
the field investigations of several key provinces and questionnaire surveys of 19
provinces, the implemental effects of policies have been analyzed from differ-
ent perspectives using several approaches, and the Logit Model is used to ex-
plain the reasons. The conclusions of the analysis in this chapter are as follows :
from the perspective of the whole country, the enthusiasm of private invest-
ment has increased from 1980s to the middle of 1990s when the frame of for-
estry property rights system has been formed. However, since 1998 the motiva-
tion of private investment has not risen with a corresponding increase, at the
stage of forestry property rights’ reforming and improvement. Considered from
the situations of main forestry provinces, there exist certain differences of in-
centive effect among different provinces during the reform of forestry property
institution. Furthermore, the incentive effect is not remarkable in many prov-
inces. The analysis of Logit Model shows that benefits, subsidy policy, regula-
tory policy and technical service play very important roles in the households’
decision about forestry investment, among which the key factor restricting the

effects of forestry property rights policy is the incomplete property rights caused
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by regulation. In addition, decentralized forest management doesn’t conform to
the scale economy of forestry production, which makes the households lack the
motivations of forestry production and management.

The Chapter 6 analyzes the effects of forest resources regulatory policies.
This chapter, through statistical analysis, data cited, case study, question-
naire survey and theoretical analysis, objectively elaborates the success and
failure of the for;stéfesources regulatory policies, and analyzes the causes of
the failure of regulations and the negative effects of regulations. The conclusion
is that, from the general perspective, the regulation policies of forest re-
sources have controlled the excessive consumption of forest resources to some
extent. However, the situation on overcutting than the quota is serious. In ad-
dition, the regulations lead to the consequences that the forest resources in-
creased slowly, the quality became inferior, and the structure turned unbal-
anced. From the partial perspective, the current status of natural forest re-
sources is worrying. The regulation has produced negative effects, for exam-
ple, the more limitations put on the income channels of the households and
farmers the more poverty people appear in the regulated areas. The reasons of
regulation failure lie in the failure of policy design, the failure of policy imple-
mentation, the game among stakeholders, and the occurrence of the rent-see-
king problem.

In order to explain the analysis results of the policy effects in a. m. three
chapters, Chapter 7 presents an analysis of the factors on the effectiveness of
public policies in China form different pe¥spectives by using different methods,
such as theoretical analysis, data analysis, questionnaire survey, data cited
and so on. Starting from the basic theory of policy, the book builds a frame-
work of the relevant factors on the effectiveness of the forestry public policy’s
implementation, and then analyzes the factors on the effectiveness of forestry
public policy from three aspects, namely policy resources, policy environment
and policy itself. The book finds that the bottlenecks of forestry development in
China are the poor forest quality and the backward public goods of forestry

technologies and infrastructure. During the process of the policy’s implementa-
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tion, the deep problem lies in the lack of natural resources, funds and human
resources, the economic environment and mechanism environment to the prej-
udice of the policy, the deviation between policy and its fundamental theory,
and the cooperativeness among various policies. .

Based on the positive analysis of the previous chapters, Chapter 8 raises
the objectives of forestry public policy tﬁrough the basic theory of public eco-
nomics and welfare economics combined with the practice of Chinese forestry
development. By using theoretical analysis, data calculation, questionnaire
survey and international experiences, the Chapter discusses the option of for-
estry public policies for forestry sustainable development. The book points out
that we should choose improving fairness powered by efficiency as the target of
public forestry policy to realize the coordinated development of ecology and e-
conomics in the forest areas. Therefore, public forestry policies should be ad-
justed appropriately to comply with the target.

On the financing policy. Firstly, we should regard the government as the
main actor in the forestry classification financing system, so that the govern-
ment guarantees the financing for public forests, and participates in the con-
struction of the commercial forests appropriately. Secondly, we should adjust
the key fields of forestry public financing, mainly the transmission from affor-
estation to financing forestry public goods and the establishment of forest man-
agement subsidy system. Thirdly, we should establish a multi-level forest eco-
logical benefits compensation mechanism as soon as possible in order to ensure
the policy effects of the forest resources regulation, and to reflect justice at the
same time.

On the property rights policy. Because it is restrained to the existing insti-
tutional arrangements in short-term, we can only improve the present policies
from the path-dependent way — in the place where forest tenure reform has not
been implemented, operational procedure could be innovated. In order to pro-
tect the interests of ordinary peasants, the policy may allow for the implemen-
tation of forest ownership in the form of “Shareholders But Not Managers of

Forests” in accordance with the existing population. Long-term option is to a-
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chieve institutional breakthrough and to make the public forests owned by gov-
ernment while the commercial forest owned by private investors. The state pub-
lic forests should be owned by the central government, while local public for-
ests owned by the local governments.

On the regulation policy. Firstly, we should adjust the direction of forestry
regulation. The forest should be treated separately in accordance with location
and ownership of forests, strengthening the cutting control in ecology sensitive
areas while loosing the cutting control in non-sensitive areas, however, loo-
sing the restrictions for private forests while strengthening the forestry land us-
age and reforestation. Secondly, we should enhance the structural regulation
and planning guidance in accordance with the requirements of sustainable forest
management. Thirdly, we should strengthen the mandatory regulation of the
negative externalities of forestry practice (forest fires, timber theft, deforesta-
tion of natural forests) to protect the property forest resources. Fourthly, in-
centive regulation should be taken out on positive external behavior of forestry
practice in order to achieve incentive compatibility of forest resources, which
mainly means the establishment of a subsidy system for private forests.

This book is mostly based on the analysis of the first-hand materials. Its in-

novations mainly manifest in the following aspects :

Innovation 1

At the macroscopic level, the efficiency of the forestry investment is dual
effects reflected both by the economic effects and ecological effects. It has been
found from the statistical analysis that the financing efficiency tendencies are
obviously decreasing in many provinces and nationwide, and the differences
vary among the provinces, although China Central Government has greatly in-
creased forestry public finance for the last 10 years. It has also been found
through provincial level panel data model that the gross production value is
more affected by the proportion of the public financing and the labor production
efficiency, but less affected by risk factors, such as fires, pests and disea-

ses. The investigation finds that most provinces have greenized mountains and



