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acro-level political and eco-
M nomic reforms in China (the

“opening up” policy begunin
the late 1970s and the “socialist market
experiment” introduced in the early 1990s)
haveledto changesintheforest sector in-
tended to decentralize forest management
and use and to increase public participa-
tion. In 1983, the “ househol d responsibil-
ity system” was extended to the forest
sector, giving individua households the
responsibility for managing alarge share
of collective forest land. By 1985, it was
estimated that private entities accounted
for over 50 percent of the increasein for-
estarea(Li etal., 1988). Inthe mid-1980s,
theforest products market was also liber-
alized. Since the early 1990s, the right to
extend and auction leases and to sell land-
use rights, including use rights to State-
owned forest land, has been introduced.

Allowing the private sector to manage
forestscan makeforestry moreprofitable,
but the private sector hasto be given the
freedom to manage the foreststo make a
profit (particularly if there are very high
taxesin place). The potential for private
participation in forestry to provide ben-
efitsto peoplein Chinadependson three
fundamental requisites: suitablechannels
of participation, rational benefit-sharing
mechanismsandfavourablelandandtree
tenure arrangements (Liu, 1999).

As this article shows, the reforms in
Chinahave undoubtedly boosted public
participation in forestry, but they could
possibly be made more effective. In
particular, there is a need to pay more
attention to incentives for stimulating
public involvement, encouraging sus-
tai nableforest management andincreas-
ing the profitability of forestry.

China’sforestry aobjectives

Although China is the country with the
wor |d’ sfifth largest forest area, it hasonly
0.1 ha of forest land and 7 m® of growing
stock per capita(consider ably lessthanthe
wor ld averagesof 0.6 haand 71 m?, respec-
tively) and only 17.5 percent forest cover
(FAO, 2001). In 2001, imports accounted
for 62 percent of the country’stotal wood
consumption, a proportion more than 12
per cent higher thanin 2000 (StateForestry
Administration, 2002). From an environ-
mental point of view, 38 per cent of thecoun-
try (about 367 million hectares) isaffected
by soil er osion, whiledeser tificationispreva-
lent in 27 percent of the land area and
spreads annually by a quarter of amillion
hectares (State Forestry Administration,
2000). About one-third of all grassland is
subject to degradation. Biodiversity isalso
under threat, with 15 to 20 percent of the
country’s fauna and flora species report-

edly threatened with extinction (World
Bank, 1994).

Inresponse, theChineseGover nment has
placed great emphasison forestry develop-
ment for a variety of objectives—environ-
mental enhancement, soil conservation,
flood control, combating desertification,
timber production and poverty alleviation.
Today, Chinahasthelargest forest planta-
tion areain the world with 45 million hec-
tares; plantationsaccount for 27.5 per cent
of the total forest cover (FAO, 2001). The
gover nment isseekingtoincreasethecoun-
try’sforest cover to 20.3 percent, 23.4 per-
cent and over 28 percent of the total land
area by 2010, 2020 and 2050, respectively
(RGFSCS, 2002).




w
)
e
O
=

ENCOURAGING PEOPLE'S
PARTICIPATION IN FORESTRY
DEVELOPMENT
The national-level plans in China most
relevant to forestry include the Environ-
mental Plan (1998) and the Forestry Ac-
tion Plan for China's Agenda 21 (State
Forestry Administration, 1995). These
plans have adopted the concept of public
participation by including obj ectivessuch
asthedevelopment of participatory moni-
toring mechanisms for environmental
protection and increasing thelevel of de-
mocracy inenvironment-rel ated decision-
making and management. However, these
plans do not clearly define how public
participation should be implemented.
Tomeet their objectives, theplansstress
the need to strengthen market-based in-
struments (e.g. auction) and to provide
incentivesto encouragethe private sector
or individual farmersto participatein the
restoration, protection and management
of degraded|and. Forinstance, itisclearly
stated that any privateindividual or group
that afforestsbarrenland could beawarded
long-term, heritable land-use rights. In
addition, the Forestry Action Plan pro-
posed the establishment of an Environ-
mental Benefit Compensation Fund to
subsidizeforest management for environ-
mental functions. In 2001, 1 billion yuan
(about US$120 million) wereallocated to
this fund from the central government’s

fiscal account for subsidiesto forest man-
agement units.

From 1978 through 2000, ten pro-
grammes were launched to expand Chi-
na's forest resource, targeted mainly at
safeguarding and maximizing theenviron-
mental benefits of forests such as water-
shed protection, soil erosion control and
biodiversity. They weretraditionally im-
plemented in atop-down manner. Exam-
ples include the Three North Shelterbelt
Programme and water conservation pro-
grammes in the catchments of major wa-
tercourses. By 1999, theseten programmes
had established a total of 38.4 million
hectaresof forest plantations. After 2000,
they were integrated into a single pro-
gramme, the Key Protection Forests Con-
struction Programme.

Since the late 1990s, there has been a
shift towards increased interest in com-
munity participation. The five new pro-
grammes developed since then — the
Desertification Control Programme
around Beijing and Tianjin, the Wildlife
and Nature Reserve Construction Pro-
gramme, the Commercial Forest Devel-
opment Programme, and especially the
Natural Forest Protection Programmeand
the Grain for Green Programme — have
largely focused on targets for planting
trees, but theneedto offer support for rural
communities to develop aternative live-
lihoods has frequently been pointed out.

Before 2000,
programmes directed
primarily at
environmental

| recovery, such as the
Three North Shelterbelt
Programme,
established millions of
hectares of forest
plantations, but they
were traditionally
implemented in atop-
down manner

The Natural Forest Protection Pro-
grammeindicatesthat thegovernment will
“vigourously encourage private involve-
mentinforest protection and management
and gradually set up anew model of pro-
grammeimplementationwhichismarket-
economy-oriented and includes the par-
ticipation of multiple stakeholders,
including the private sector” (State For-
estry Administration, 2000). In practice,
most of the funds from the programme
have been channelled to financially chal-
lenged State-owned forestry enterprises.
Thishasledtogreat debatein Chinaabout
how to bring rural communities into the
programme, and isareason why the State
Forestry Administration is emphasizing
market instruments and participation of
multiple stakeholders in the programme.

The Natural Forest Protection Pro-
gramme has succeeded in encouraging
private-sector participation to some ex-
tent. For instance, in Heilongjiang Prov-
ince, the household responsibility system
has been promoted and expanded; this
meansthat farmers can contract out acer-
tain piece of forest land for management
according to management criteria estab-
lished by theforest authorities, with com-
pensation from the Natural Forest Protec-
tion Programme. In Shaanxi Province,
State-owned forestshave been contracted
out to rural communities or the private
sector for management, and thesefarmers
are compensated by the programme. In
southwestern China, the government has
been promoting thecontracting of procure-
ment and services such as raising seed-
lings, tree planting and guarding the for-
est to the private sector and individuals.
The government has also begun to test a
system of compensation for private for-
ests which will remain protection forests
for environmental services after the pro-
gramme is implemented.

TheGrainfor Green Programme (whose
full nameisthe Conversion of Farmland
into Forests and/or Grasslands Pro-
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gramme), introduced in western Chinain
2000, aimstoreverseland degradationand
soil erosion through the conversion of
amost 1500 ha of steep lands that are
currently cultivated or barren into forest
and pastureby 2010. It will dothisby pro-
viding a mixture of food and cash subsi-
diesin the first eight years (2 250 kg of
grainin South Chinaand 1 500 kgof grain
inNorth China, and 300 yuan [US$36] for
management annually) and 750 yuan for
seedling costsper hectareinthefirst year.
Atthecoreof thisprogrammearetheideas
of “voluntary participation by farmers’
and“ contracting privateindividuals’, but
itisnot yet specified how theseideaswill
be implemented.

CONSTRAINTSTO THE
IMPLEMENTATION OF PRIVATE

AND COMMUNITY FORESTRY
Ingtitutional arrangements

China’ s government has a complex hier-
archy of administrativeinstitutions. There
arefivevertical levels of forestry admin-
istration, including the State Forestry
Administration, provincial and prefecture
or city forestry departments, county for-
estry bureaus and township forestry sta-
tions. Thishierarchical system of admin-
istration fosters an approach to forestry
devel opment that istop-down in terms of
planning, project formulation and imple-
mentation and therefore does not lend it-
self easily to public participation. It also
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implicitly encouragesforestry staff at each
level to be more concerned about answer-
ing to higher levels of the administration
than about answering to other stake-
holders. Forestry projects undertaken in
this top-down system have been charac-
terized by alack of coordination among
government agencies, low efficiency, fi-
nancial “black holes’, theimproper use of
natural resources and low levels of par-
ticipation (Liu, Yeand Zheng, 2000).

Twenty yearsof the* openingup” policy
reformshavegradual ly created somespace
for participation by individuals and com-
munities. M ostimportantly, whileowner-
ship of forest land remainsin publichands
(either State forest farms or collectives),
forest utilization and management is in-
creasingly being handed over to house-
holds, communities and private enter-
prises. In addition, responsibilitieswithin
thepublicsector aregradually beingtrans-
ferred from central towards local-level
authorities. However, since 1987 thegov-
ernment has implemented a centrally de-
termined annual allowable cut system,
which makes it necessary to apply for a
harvesting quotafromtheforestry authori-
tiesbeforeany commercial harvestingcan
be carried out.

In 1994 Hainan Provinceimplemented a
logging ban in natural forests, and after
implementation of theNatural Forest Pro-
tection Programme began in 1998, the
provincesintheupper reachesof theY ang-
tzeRiver andtheupper and middlereaches
of the Yellow River stopped all commer-
cial logging. Rural farmers and commu-
nitieslost their economicreturnsfromthe
forests affected by the ban without any
compensation fromtheproject. Thereisa
need for the Chinese authoritiesto recon-
sider the logging ban policy with theaim
of enhancing sustainable forest manage-
ment, rather than upholding a “do not
touch” policy.

Whilelocal authoritiesreceive project
funds from the State Forestry Adminis-
tration, they depend on local treasuries
and their own revenue (from local
charges and taxes) to cover recurrent
costssuch asstaff salaries. Overstaffing
isprevalent in many public forestry in-
stitutions, and it has drained financial
resources and inevitably led to higher
taxes and prices for forest products. It
has also contributed to maintaining a
highlevel of bureaucracy inforest man-
agement, which leaves less space for
community participation.




Forestryregulations

Ingeneral, the Forest Law of the People’s
Republic of China has not created a fa-
vourable environment for the promotion
of community participation. There is no
clause referring to community participa-
tion in forest management planning,
project design, implementation, monitor-
ing or evaluation, in any legislation rel-
evant to forest management.

Thelaw also allowsfor significant flex-
ibility ininterpretation. Although ideally
this flexibility could be used to benefit
local people, in practice local authorities
areinclined to useit to take more control
over forest resources to meet their own
personal and institutional interests (even
though thisgoes against theintent of gov-
ernment reform).

Landandtreetenure
Unstable land tenure policy is a major
factor affecting community participation
inforest management (Liu, Y eand Zheng,
2000). Forestlandin Chinaiseither owned
by the State (41.2 percent) or by collec-
tives (58.8 percent). Since the mid-1980s
it hasbeenlegal toassigntheuserightson
collectively owned forest landsto private
individuals and groups, and this liberty
was extended to State-owned land in the
1990s, as a means of encouraging com-
munity forestry. However, ownership of
trees and forests is often fragmented and
ambiguous. (Although the scientific defi-
nition of forest includes land, China's
Forest Law stipulatesthat individualsand
the private sector can own trees and for-
estsbut not forest land, whichisowned by
the Stateor collective.) Further effortsare
needed to clarify land and tree tenure and
to implement legislation in this regard.
In less than 55 years, there have been
five large reforms governing land-use
rights for forest land. Evidence suggests
that frequent changes in forest land-use
rights—at arate more rapid than the natu-
ral growth cycle of forest trees — affects

farmers' attitudes, diminishesconfidence
in property ownership and interestin for-
est management and resultsinthedestruc-
tion of forests (Liu, Y eand Zheng, 2000;
Ye, LiuandLin,2001). For example, when
apolicy of giving short-term leasestoin-
dividual sto managecollectiveforestswas
implemented in the mid-1980s, a result
wasextensivedestruction of forestsincol-
lective forest areas.

The limited right of communities to
determine how forest land is used re-
mainsaproblem. Inmany cases, thelocal
authorities, intheir effortsto strengthen
forest management, interferewith farm-
ers’ decisions on what speciesto plant,
when and how. Senior officialsin Hunan
and Inner Mongoliahave explained that
“aunifiedlayout, afforestation and man-
agement strategy is considered a core
requirement for the success of planta-
tion and forest management” (Ye, Liu
andLin, 2001). Theconflict betweenthe
need to plan and control tree planting
activities and farmers' desires to deter-
mine when or what they should plant
has not yet been resolved.

In many places, local authorities have
issued a policy that the rights for forest
landusewill berevokedif baremountains
arenot plantedwithinthreeyears, but have
not addressed the constraints faced by
farmersor hel ped thefarmerstoovercome
them. In some areas, practically bare
mountains or other wastelands are used
by local communities for rangeland, rest
places and collection of wood and non-
woodforest products, and afforestation by
other partiescanimpair theright of access
of local people.

Another problem is that the implemen-
tation of land-use policies is subject to
interpretation by local officials, whose
viewsmay sometimesdiffer fromthoseof
local people. Therightsto manageforests
shouldincludecontrol over whatisplanted
and when, but in many rural areas forest
regul ationsfeaturethewords*forbidden”

and “ banned”, and farmers are forced to
plant particular species. Thecurrent level
of control by local authorities often
dampensfarmers’ enthusiasm for partici-
pating in forestry projects.

I ncentives

Although the importance of promoting
community participation has been recog-
nized, Chinaneedsto examine theincen-
tivesincluded in current forestry policies
in terms of how they can improve the ef-
ficiency of government investment and
increase the share of private-sector and
community investmentsin forestry.

Thecentral government’ sbudget for for-
estry developmentincreased dramatically
after 1998. For example, by 2001, total
annual forestry investment amounted to
about US$3.1 hillion, of which US$2.1
billion wasfrom the central government.
These figures are about 7 and 17.5 times
higher, respectively, thanin 1997. Incon-
trast, community investment in forest de-
velopment declined to less than 15 per-
cent of the total in 2001, suggesting that
the government has not been successful
in encouraging other investorsto joinin
its effort.

Most current incentive schemes fi-
nanced from the central government’s
budget givepriority to tree planting, for
example for flood prevention in down-
stream areas, which primarily benefits
rich and urban regions. Most of thefor-
estry development programmes are not
focused on providing benefits to rural
communities and people living in hilly
or mountai nous regions.

An exception is the most recent pro-
gramme, the Commercia Forest Devel-
opment Programme, which has proposed
a set of market-based tools for private-
sector and community participation and
explicitly targetsmarket-oriented commu-
nity-based enterprises. The toolsinclude
a government subsidy for planting (10
percent of total investment for planting)
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Forestry taxation and
chargesin five areas —
percentage of timber
value

and non-State forest enterprises (an addi-
tional 5 percent of planting costs for a
minimum area) and asubsidy for loansfor
afforestation.

Taxationand charging

In 1994, the central government reformed
thecentralizedfisca systemtodividepower
betweenthecentral andlocal governments.
This*decentralizedfiscal reform” hashad
some positive impacts on forest manage-
ment, but they have probably been out-
weighed by the negative impacts. For ex-
ample, because most of the revenue from
forest chargesgoestothelocal government
treasury, local governments usualy try to
collect as much as they can from forest
charges. This problem is exacerbated by
thefact that forestsareoftenlocatedin poor
regions where local governments suffer
fromashortage of revenue and seethefor-
estsasavital source of funds.

The Figure illustrates the total burden
of forestry taxes and other charges in
several areas (Liu et al., 2002). It shows
that total forest charges can amount to as
much as50 percent of thevalue of timber
sales. Of thetotal forest charges, govern-
ment taxes account for about 40 percent,
while other legal charges account for
about 55 percent. Such high charges are
a disincentive for households and com-
munitiesto invest and participatein for-
est management.
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Thecentral andlocal governmentshave
recognized that high forest charges can
restrict the development of community
participation in forest management. In
2000, thecentral government begansome
pilot projectsfor rural tax reformin Anhui
Provinceand afew countiesinother prov-
inces. In 2003, these reforms were ex-
tended to al of rural China

Inaddition, oneof themajor forest taxes
—the Agriculture Special Product Tax —
is now only collected once from either
the producer or buyer of forest products,
whereaspreviously it used tobecollected
from both. The central government has
recently started to implement apolicy of
eliminating thistax entirely.

A number of provincial authorities,
mostly in southeastern China, have
started to reduce official forest charges
and have made great efforts to eradicate
thecollection of unofficial forest charges
in order to promote community partici-
pation in forest management. It is clear
that the agencies that rely on forest

charges for significant portions of their
budgets are reluctant to reduce charges,
fearing that a decrease in their budgets
will leadtoreductionsintheir overall staff
support and operations. Thus, thereform
of local forestry administrations and the
reduction of staffing must be considered
as part of any fiscal policy reform.

CONCLUSIONS
China has recently taken major steps to
give communities and the private sector
greater freedom to manage forests for a
profit. It hasincorporated public partici-
pation into centrally coordinated large-
scale afforestation projects such as the
Natural Forest Protection Programmeand
the Grain for Green Programme. How-
ever, someaspectsof current legislation,
policy and administration, intrinsic to
China's history as a centrally planned
economy, continueto constrainpublicin-
volvement in forestry.

In China, the amounts collected from
forest charges are potentially great, but
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Therecent Commercial
Forest Development
Programme targets market-
oriented, community-based
enterprises

they arenot used efficiently and not enough
of these funds are used for the benefit of
the forestry sector. The flexibility in the
law and overstaffingingovernment allow
forestry administrations to drain a great
deal of money from the sector, and this
does not support the broader aims of for-
estry policy in the country.

New policy reformsare currently being
implemented in the areas of land and tree
tenure, incentives, forest charge collec-
tionandforestry administration. Theseare
geared towards releasing direct govern-
mental control over forest management,
decentralizingthepowersof forest admin-
istrations to lower levels and promoting
community participation in forest man-
agement. The current emphasis on good
governance and on capacity building for
local authorities should help to increase
theeffectivenessof thesereforms. &
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