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1. Rapid Development

2. Opportunities

3. Challenges





Policy on Eco-compensation

▪ The State Council issued in May 2016 the 
policy paper Opinions on Improving Eco-
compensation Mechanism.

▪ Up to November 2017, 20 provinces have 
issued their provincial implementation policy 
papers on how to carry out the State Council 
policy on eco-compensation.



▪ At least 20 

provinces 

issued their 

provincial policy 

paper on the 

implementation 

of the State 
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paper on eco-

compensation



▪ More local 

governments 

issued their eco-

compensation 

policy papers, 

even eco-

compensation 

regulation in 

Suzhou.



Source: Jin Leshan et al. 2016. Advances of Eco-compensation in China in All Sectors. Beijing: Economic Press. Data are updated based 
on the database of the Knowledge Hub on Green Development and Eco-compensation managed by the CEPRC.

Number of Policy Papers on Eco-
compensation, 1993-2016



Eco-compensation Programs, 

2011-2016
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Source: Jin Leshan et al. 2016. Advances of Eco-compensation in China in All Sectors. Beijing: Economic Press. Data are updated based 
on the database of the Knowledge Hub on Green Development and Eco-compensation managed by the CEPRC.



Eco-compensation Funding, 2011-2016
unit: CNY100 million (USD1 = CNY6.6)
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Source: Jin Leshan et al. 2016. Advances of Eco-compensation in China in All Sectors. Beijing: Economic Press. Data are updated based 
on the database of the Knowledge Hub on Green Development and Eco-compensation managed by the CEPRC.



Eco-compensation Funds Transferred to 
the Key Ecological Functional Areas
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2.1 Ecological Civilization

▪ Master Plan of Institutional Reform for 

Ecological Civilization issued in 2015：

Eco-compensation mechanism is one of the eight 

institutions designated.

▪ 19th CPC National Congress Report on 2017-

10-18：

“Promote the market-based and various forms of eco-

compensation mechanism.”



▪ Government Policy: Poverty reduction with 

eco-compensation

“Invest more on environmental rehabilitation in the poor 

areas, increase the public financial transfers to the 

poor areas, and provide jobs to the poor for them to 

protect the forests.”

2.2 Poverty Reduction



2.2 Poverty Reduction

832 poverty-stricken counties



725 counties with key ecological functions

2.2 Poverty Reduction



434 counties overlapped

2.2 Poverty Reduction



(11 provinces, 2 million km2, 40% of population 

and GDP)

▪ YREB Framework Plan, issued in 2016

▪ YREB Environmental Protection Plan, issued in 

July 2017

“According to the beneficiary-pays principle, to establish 

the horizontal eco-compensation mechanism between 

upstream and downstream, between service providers 

and beneficiaries……to explore all possible forms of 

eco-compensation mechanism, and try to integrate eco-

compensation into poverty reduction.”

2.3 Yangtze River Economic Belt 
(YREB)



Yangtze River Economic Belt 

(YREB)





▪ Challenges facing some eco-compensation 

programs 

• Financial Transfer to the Key Ecological Functional 

Area

• Subsidy and Rewards to Grassland Protection

▪ To meet the challenges

• Alternative way of evaluation, such as GEP

• Comprehensive eco-compensation

3.1 Performance Evaluation



▪ The contribution is not granted.

• Some are pro-poor, such as job provision.

• Others may exacerbate the gap, such as…

▪ Meet the challenges

• Design the pro-poor eco-compensation 

mechanism

3.2 Eco-compensation Contribution to 
Poverty Reduction



3.3 Private Sector Involvement

▪ Areas of involvement

• Users pay

• Public-private partnership

• Eco-labeling

• Trading of eco-goods

• Green banking

▪ Meet the challenges

• Legislation



Funding Sources of All Eco-compensation 

Programs

Source: Jin Leshan et al. 2016. Advances of Eco-compensation in China in All Sectors. Beijing: Economic Press. Data are updated based 
on the database of the Knowledge Hub on Green Development and Eco-compensation managed by the CEPRC.
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