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How to Improve Ecological Compensation Mechanism from the Perspective
of Resource Opportunity Cost? A Case Study Based on “Welfare Upside
Down” of Forest Resources Compensation in State-owned Forest Areas

YUAN Wantong QIAO Dan KE Shuifa HOU Qiang YAN Ruhe

Abstract: Improving ecological compensation mechanism is an important task to promote the construction of ecological
civilization. However, ecological compensation mechanism is still imperfect right now, which is mainly reflected in a lack of clear
theoretical and policy basis on the issues of “what to pay”, “pay to whom” and “how much to pay”. This article constructs a
theoretical framework of analysis based on welfare-upside-down problem caused by insufficient identification of resource
opportunity cost. Based on the framework, through the case analysis of the logging ban of natural forests in state-owned forest areas,
this study shows the process of development reversal of welfare level pattern of mining, transportation and processing groups.
Meanwhile, from the perspective of resource opportunity cost, it summarizes the reasons, connotation and paths to improve the
ecological compensation mechanism. The research shows that, first, insufficient cognition, limited policy funds and insufficient
coordination of relevant subjects lead to the fact that existing ecological compensation has not fully identified the opportunity cost of
resources. Specifically, it only pays attention to the groups at the front of the resource utilization chain and ignores the groups at the
back of the resource utilization chain. Second, under the background of insufficient identification of resource opportunity cost, the
exogenous policy impact of ecological compensation will break the initial welfare level pattern, visibly causing welfare reversal. It
finds that the mining and transportation groups at the front end of resource utilization chain obtain a higher welfare level due to
compensation, while the processing groups at the back end of resource utilization chain will decline due to inability to continue to
engage in the wood processing industry and difficulty in obtaining sufficient compensation. Consequently, their original relatively
high welfare level will be reversed obviously. This discrimination on ecological payment made the latter lose their advantages
compared with the former group, resulting in welfare upside down. Therefore, to improve the ecological compensation mechanism,
one should fully identify the opportunity cost of resources, accurately identify the compensation subject, expand the source channels
of ecological compensation funds, and establish a dynamic cost-sharing mechanism.

Keywords: Payment for Environmental Service; Resource Opportunity Cost; Welfare Upside Down; Logging Ban of Nature

Forest; State-owned Forest Area
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