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PREFACE

Environmental degradation and economic development imbalances, from
the eastern coast of China to the western inland, have become more severe
with the rapid growth of China’s economy. The Chinese government and the
public are focusing a great deal of attention on this problem.

China’s government is increasingly using economic policy instruments in
various aspects of its development policies. National policymakers designed
eco-compensation—a new economic policy instrument—to address issues of
environmental degradation and development imbalances. Central Government
documents, including the Outline of the 11™ Five-Year Plan for National Eco-
nomic and Social Development (2006—2010) , the Outline of the 12" Five-
Year Plan for National Economic and Social Development (2011—2015),
and the Report to the Eighteenth National Congress of the Communist Party
(2012), have called on the government to “accelerate the establishment of
[an] eco-compensation mechanism.” Eco-compensation, as defined by the
Chinese government, is very comprehensive and is more broad and complicat-
ed than the concept of payments for ecosystem services ( PES) used in other
countries.

The government has carried out useful pilots that provided positive in-
sights on effective ways to implement eco-compensation. A few local legisla-
tures and governments have developed legal provisions governing rights, du-
ties, administrative functions, and responsibilities related to eco-compensa-
tion. In order to establish a long-term mechanism, the State Council launched
in April 2010 the process of drafting the Eco-compensation Regulations and
arranged a legislative working scheme. The State Council designated the Na-
tional Development and Reform Commission (NDRC) as the principal minis-
try in charge of the research and drafting processes, with assistance from the

other ministries and state administrations including the Ministry of Finance,
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the Ministry of Environmental Protection, the Ministry of Water Resources,
the Ministry of Agriculture, the Ministry of Land and Resources, the Ministry
of Housing and Urban-Rural Development, the State Administration of Taxa-
tion, the State Forestry Administration, the National Bureau of Statistics, and
the State Oceanic Administration.

The Central Government, in April 2010, formed an administrative work-
ing group, members of which were selected from the NDRC and the 10 minis-
tries and state administrations, to oversee and coordinate the formulation of
the Eco-compensation Regulations. Du Ying, Deputy Director of the NDRC,
headed the administrative working group. A legislative working group, whose
members included senior representatives from agencies and sectors directly un-
der the State Council and heads of competent departments and bureaus under
;he NDRC, was then created by the administrative working group to help set
up applicable legal structures and framework for eco-compensation. The ad-
ministrative working group recruited experts and consultants from well-known
Chinese universities and research institutes to form the Expert Consultation
Committee on Eco-compensation. For this initiative, the Asian Development
Bank (ADB) provided technical assistance (TA) to introduce legislators to
international experiences and best practices related to eco-compensation, as
well as to provide a good legal basis for central and local governments to effec-
tively implement eco-compensation mechanisms in the future.

On 13 May 2010, the NDRC Department of Western Region Develop-
ment convened the first legislative working group meeting. The working group
discussed definitions, objectives, scope, and methods of eco-compensation,
and conducted an in-depth examination of eco-compensation funding sources,
supervision and management systems, compensation project application proce-
dures, post-project assessment, and other relevant issues. Members of the
working group carefully analyzed the “Draft Framework of Eco-compensation
Regulations” co-proposed by Peking University and Tsinghua University and
made suggestions for revision. From June to October 2010, the administrative
working group and its legislative working group conducted field studies in 13

provinces all over the country to gather information on local experiences with
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eco-compensation as input for the legislative drafting process.

By the end of 2010, the administrative working group proposed to ADB a
TA project that would mobilize domestic and international experts to draft the
Eco-compensation Regulations. In March 2011, ADB initiated the TA project
“Study on Eco-compensation Regulations” (TA7699-PRC), and established
a research group (TA research group) with the strong support of the NDRC
Department of Western Region Development. The government and ADB de-
signed the TA project to compare and analyze international legislative practices
on PES, research and analyze relevant domestic experiences through field
studies on China’s existing eco-compensation practices at both central and lo-
cal government levels, and draw lessons for China’s national Eco-compensa-
tion Regulations.

The TA project got underway during the start-up phase of the process of
developing the Eco-compensation Regulations. During the two years of the TA
project, the legislative working group integrated relevant research outcomes
into successive drafts of the Regulations. The TA project provided members of
the legislative working group with information on international legislative expe-
riences governing PES, which had a direct influence on the development of
the Eco-compensation Regulations.

The TA research group consisted of national experts on wetlands, water-
sheds, the marine environment, forests, mineral resources, inter-regional in-
teractions on eco-compensation, fiscal policy and taxation, economic analysis,
legal research, and other relevant thematic fields. International experts were
invited to participate in the research and assist in the field studies.

During the period from May 2011 to April 2013, members of the TA re-
search group visited Anhui, Beijing, Fujian, Gansu, Guangdong, Hebei,
Hubei, Inner Mongolia, Jiangsu, Shandong, Shaanxi, Shanxi, Xinjiang, and
Zhejiang. The TA research group conducted thematic field studies on eco-
compensation mechanisms for different ecosystems and resources, including
wetlands, watersheds, the marine environment, forests, and mineral re-
sources, and examined inter-regional interactions to implement eco-compensa-

tion. The research group also organized and convened thematic workshops



8 hEABMELE

with representatives of the local community, government officials, and peer
specialists in relevant field sites to review and collect comments and sugges-
tions on the draft Eco-compensation Regulations TA Project Interim Report.
Meanwhile, the NDRC sent delegations to countries in Europe and Oceania to
study those countries’ experiences, practices, and methods related to eco-
compensation and/or PES.

Based on the field studies, national experts with the TA research group
prepared study reports on eco-compensation in the context of wetlands, water-
sheds, the marine environment, forests, mineral resources, and at the inter-
regional level. They also prepared thematic reports on fiscal systems and taxa-
tion, socio-economic impacts, and legal research related to eco-compensation
in China, and the first draft of the Eco-compensation Regulations. The inter-
national experts contributed a report on comparative regulatory practices gover-
ning PES in other countries.

In November 2011, the TA research group held the TA Project Interim
Workshop in Jiujiang, Jiangxi Province. At the workshop, ADB officials and
experts from China and abroad reviewed and discussed the TA project “Inter-
im Report of Study on Eco-Compensation Regulations” as well as the first
draft of the Eco-compensation Regulations, and they proposed valuable com-
ments and suggestions for revisions. Following the workshop, the Environmen-
tal Legislation Specialist of the TA research group completed a revised second
version of the draft Regulations which was circulated for suggestions, com-
ments, and discussion to the ministries, administrative departments, and sec-
tors directly involved in implementing the Regulations.

In the period from April 2010 to May 2012, the TA project team leader,
deputy team leader, and a few thematic study specialists participated in the
formulation and revision of the Draft State Council’s Proposal and Suggestions
on Establishing and Improving the Eco-compensation Mechanism.

In January 2013, the TA research group completed the “Draft Final Re-
port of the Study on Eco-Compensation Regulations” , based on the TA Project
Interim Report and the revised second version of the draft Regulations. Mean-

while, the TA research group, jointly with the legislative working group, com-
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pleted the final Expert Proposal Draft of the ‘Eco-compensation Regulations in
January 2013.

ADB will convene the final workshop for the “Study on Eco-compensa-
tion Regulations” during July or August 2013 to review and discuss the TA
project and its relevant thematic study reports.

The original authors and experts reviewed each chapter of the first draft of
the manuscript. Peking University Law School PhD candidates Zhang Jing,
Hu Bangda, Tong Guangfa and master students Zhou Yuelin and Ding Nan
participated in compiling, collating, proofreading, and translating the final
draft of this book. All experts and members of the TA research group sincerely

thank them for their hard work.

Qin Yucai
Chief, NDRC Department of Western Region Development

Team Leader, the Eco-compensation Regulations Legislative Working Group

Wang Jin
Professor, Peking University Law School
Team Leader, ADB TA Project “Study on Eco-compensation Regulations”
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