Schemes for Payment for Ecosystem Services (OS4.1)

(1997)

Policy of non-gratuitous use of scenic spots resources

In September, 1992 the General Office of the State Council issued the Report on Strengthening the Management of Scenic Spots made by the Ministry of Construction, in which it is stressed that the conservation of scenic spots resources should be strengthened and the policy of compensated use of these resources should be adopted. With the approval of the local government, scenic spots could collect conservation fee for scenic spots resources, which shall be used specially for resources conservation and maintenance. 

(2005)

With the implementation of national forest projects, policy of development of western China and the policy of ecological benefit compensation of forest and the implementation of projects related to GEF conservation of forest biodiversity, China has increased its investment in human and capital resources. In terms of human resources, the personnel training is strengthened, large amount of talents are attracted, the qualities of personnel for conservation of forest biodiversity are improved, the establishment of technical standards and construction of management system are reinforced and the standardization of management if facilitated.

In terms of fund contribution, during 1998-1999 the experimental stage for the project of protection of natural forest resources, the nation had invested USD1.23 billion, and the project investment during 2000～2010 shall reach USD 11.64 billion  (among it, subsidy of central government is USD9.48 billion  and the local contribution is USD 2.15 billion), so the total investment shall be USD 12.87 billion. Among the total investment, infrastructure investment shall be USD 2.3 billion and account for 18.8%; special investment of government budget shall be USD 9.48 billion  and account for 81.3%. The infrastructure investment shall mainly be used for the construction of infrastructure such as enclosing mountain for forest cultivation in upper stream areas of Yangtze River and Yellow River, afforestation by plane seeding, artificial afforestation and construction of germchit infrastructure. Subsidy for enclosing mountain for forest cultivation shall be subsidized with 1.7 RMB per mou per year for continuous five years. The afforestation by plane seeding shall be subsidized with 6.05 RMB per mou. For afforestation in upper stream areas of Yangtze River, each mou shall be subsidized with 24.2 RMB, and 36.3 RMB for afforestation in upper stream areas of Yellow River. The investment of government budget is mainly for the operation expenses of forest management and protection, social insurance of the staff, social payout allowance of enterprise education, health care, public security, prosecutor, court and jurisdiction, one-off settlement allowance for the laid off workers, basic life guarantee allowance for laid off workers and income reduction compensation for local finance. For the project of returning land for farming to forest, between 2001～2010, the planned project investment shall be over 36.3 billion RMB, the following targets should be achieved: the farming lands on steep incline shall be basically returned to forest, 31.9% of desertification land shall be treated, afforestation on returned land for farming shall reach 220 million Mu, afforestation on appropriate barren mountainous areas and barren lands shall reach 260 million Mu, the forest and grass cover rate of project areas shall increase 4.5 percentage points, the controlled areas of water loss and soil erosion shall reach 1.3 billion Mu, the controlled areas of wind defense and sand fixing shall reach 1.54 billion Mu. Regarding the construction project of nature reserve, in nearly 10 years, only the investment in infrastructure construction of nature reserve of natural grade by central government has exceeded USD 0.12 billion .

With the deepening understanding of multiple kinds of benefits of forest, the traditional one way of using forest- timber forest was changed, and the classified operation of forest is advocated. The classified operation of forest is a new model of forestry operation and management system and development that, in accordance with the ecological and economic requirements on forest by the society, the forest is divided as ecological forest and commercial forest two categories, which shall be operated respectively in accordance with their own characteristics. The purpose of classified operation is to change at the root the operating system and economic growth method of forestry, achieve the establishment of scientific resource cultivation method under the conditions of market economy, better solve the contradiction between material production and ecological functions, satisfy the requirements of multiple facets upon forest by the society and achieve the sustainable development of forestry.

Article 8 of Forest Law prescribes that, “the state shall set up fund for compensation of forest ecological benefits to provide the resources of shelter forest providing ecological benefits and forest of special purpose, the afforestation, cultivation, protection and management of forest timber”. Since 2001, the state finance invested USD 0.12 billion  to set up fund for compensation of forest ecological benefits, carry out experiments in 11 provinces or autonomous regions including Hebei, Heilongjiang, Fujian and Sichuan, the management and protection personnel and forest farmers of 200 million Mu of ecological forest in above areas shall be compensated USD 0.605  per mou, and the value of ecological service function of biodiversity is acknowledged by the society. Since 2004,the forest areas obtaining compensated increased to 400 million Mu and the total amount of foundation also increased to USD 0.24 billion. 

Forest Law had been enacted for nearly 20 years, but the division of forest types just stays at the paper, planning and figures, can not be implemented to the actual land, the farmers and forestry producers are till not quite sure, so such a phenomenon appeared: the areas where the development of forest of fast growth and fertility forest or economic forest is appropriate, but they are not developed, while those key ecological forests of importance to the protection of environment, and which can’t be lumbered generally, were lumbered disorderly and excessively. The government should map out planning in accordance with the ecological zone of forest, consult with the forest owners under the guide of planning, divide the five kinds of forest block by block, based on consensus, shall sign contract with forest farmers. For those forests falling into the category of shelter forest and forest of special purpose, the nation shall compensate the farmers who give up partial or large part of right of economic use, then the nation shall management them strictly to assure the long time provision of function of environmental protection for the society; the economic forest and timber forest shall be given the policy of entering the market, so the whole forestry will be vital, and the forest farmers and forestry producers shall have the enthusiasm to care for the forest and protect the forest.

Chinese Government increased public investment for the conservation and sustainable use of biodiversity. After the overall implementation of the engineering of natural forest resources conservation, the state invested totally nearly USD 6.05million  in the first stage of the engineer.

Since 2001, the national financed USD 0.12 billion annually to set up compensation fund for ecological benefits of forests, for 11 pilot provinces or regions like Hebei, Heilongjiang, Fujian and Sichuan. The management and protection personnel and forestry workers in the 200 million Mu of key ecological forests in these regions were compensated USD 0.61 per Mu, so that the ecological service function of forests may be acknowledged by the society, making it possible for the value of biodiversity entering the market and providing a stable fund channel for the conservation of forest biodiversity. Since 2004, the forest areas gaining compensation increased to 400 million Mu and the fund total also increased to USD 0.242 billion.

Regulation on Restoration of Forests from Farmlands stipulates that, the standards and time limits of grain and financial subsidy for restoration of forests from farmlands are: for Yangtze River drainage area and its south regions, 150 kilograms of grain (raw grain) shall be compensated for per Mu of lands for farming returned to forests; for Yellow River drainage area and its north regions, 100 kilograms of grain (raw grain) shall be compensated for per Mu of lands for farming returned to forests. 2.42 RMB in cash every year shall be subsidized for per Mu of lands for farming returned to forests. The time limits of grain and cash subsidy and subsidy for returning land for farming to grasslands shall be calculated as 2 years; the subsidy for returning to economic forests shall be calculated as 5 years; and the subsidy for returning to ecological forests shall be calculated as 8 years temporarily. The subsidy standards for seedling and afforestation expenses shall be: totally 6.05 RMB per Mu for land of returning to forest and afforestation in the suitable barren mountain lands. Since 2004, the grain subsidy for the farmers returning lands for farming to forests shall be changed as cash subsidy, and which is calculated according to USD 0.169  per kilogram of grain (raw grain). The fund for cash and grain (raw grain) shall be borne by national finance. By the end of 2004, the nation has invested USD 9.087 billion in terms of returning lands for farming to forests, among it, grain subsidy capital is USD 6.546 billion , seedling subsidy is USD 1.779 billion and subsidy for cost of living 6.3 billion RMB.

The state implemented sealing the mountain pass against grazing, feeding in a pen, grazing moratorium for growing grass, rotational grazing, construction of returning land for grazing to grassland project for the grasslands degenerated severely, and the accumulated investment within 5 years reached USD 0.847 billion . Since 2003, the state shall treat for the first stage 1 billion Mu of western desert grasslands in Inner Mongolia, Gansu and Ningxia, degenerated grasslands in eastern Inner Mongolia, degenerated grasslands in northern Xinjiang, and grasslands of river sources in eastern Qinghai-Tibet Plateau, in five years, which account for around 40% of grasslands seriously degenerated in western region. Through returning land for grazing to grassland, the grasslands that are seriously degenerated shall be basically restored. 

China implements tax preferences for the operating income gained from the conservation and sustainable use of biodiversity. For example, in August 2001, the State Council promulgated Implementation Guideline for Polices and Measures of Development of Western Region” which prescribes that” for the income of special local agricultural products produced in the process of the protection of environment, returning lands for farming to forests (ecological forests should account for over 80%) and returning lands for grazing to forests, the tax of special local agricultural products shall be exempted within 10 years from the year gaining the income”.

In 2001, Ministry of Finance and State Administration of Taxation prescribes that, the tax of special local agricultural products for sub-processed timber, timber of small caliber and fuel wood (hereinafter referred to as sub caliber and fuel wood) which are produced during forest conservation, transformation of low productive forests, and logging, may be exempted or reduced after approval by provincial government; corporate income tax shall be exempted temporarily for the income obtained for the planning of trees, tree seeds and seedling tree crops and the preliminary processing of limber products by all enterprises including state-owned-enterprises.

In 2003, five ministries or commissions including Ministry of Finance and State Administration of Taxation jointly issued Circular on Taxation Policy Issues of Encouraging the Development of Science Popularization Cause, which prescribes that, the sales tax for admission ticket income of science and technology museums, natural museums and science population bases of universities and research institutes opened to public, and the admission ticket income of science popularization activities carried out by party or governmental departments and association of science and technology above county levels  (including municipality, district and flag of county level), are exempted.

In 2004, Ministry of Finance and State Administration of Taxation prescribed that, for the real estates, land, vehicle and boats used for the project of natural forest conservation by enterprises and units implementing the project of natural forest conservation in state owned forest areas in upper stream of Yangtze River, middle and upper stream of Yellow River, northeast and Inner Mongolia, house duty, tax for using rural and town land and tax for using vehicle and boat shall be exempted; if the real estate or land of forest engineering enterprises are left unused for over one year because of the implementation of engineering of natural forest resource conservation by the nation, the house duty and tax for using rural and town land shall be exempted temporarily. 

In addition, the competent authorities of environmental protection, agriculture, forestry, ocean, city construction and traditional Chinese medicine also worked out series of policies encouraging the conservation of biological diversity, e.g. importance should be attached to the economical utilization of natural resources and protection of agricultural environment during the production and construction, the actions of blind development, abuse of resources and damaging agricultural ecosystem shall be prevented and controlled, and corresponding preferential policies should be granted in terms of investment, credit, project approval and technological assistance.

China also worked out other encouraging economic measures, abolished any discriminating policies, encouraged the local and non-governmental organization to participate in the conservation and sustainable used of biodiversity.

(2008)

The Project of Returning Farmland to Forest covers more than 32 million farmer households and 124 million farmers in 25 provinces, autonomous regions and municipalities. By the end of 2006, each household whose farmland was restored into forest received 3,500 yuan of subsidies on the average. The Project also provided favorable opportunities for adjustment of agricultural structure. Many local governments actively tried out efficient management models and advanced operation mechanisms, fostered ecologically friendly industries with regional comparative advantages and achieved satisfactory economic benefits.

(2) Changing classification of forests and the implementing forest ecological benefit compensation system 

Forest resources are classified into noncommercial forest and commercial forest according to their main functions and are managed differently. The forest ecological benefit compensation system was established and upgraded at central and local levels. The compensation fund for key noncommercial forests appropriated from central government finance increased each year to hit 3 billion yuan. Besides, Guangdong, Zhejiang, Fujian, Jiangxi and other provinces included the compensation fund for noncommercial forest in the budgets of local governments at all levels and increased the fund a year-to-year basis.
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