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The Compensation for Ecological Protection and Horizontal Fiscal Transfer: the Theory

and Policy Implication
TAO Heng SONG Xiao- ning

Abstract: the fiscal transfer system which was set up 15 years ago has been unfit for population, resource and environment.
This paper explores the horizontal fiscal transfer system which is fit for restricted and forbidden functional zone. It’s necessary to
measure the scale of transfer based on the direct cost used for ecological reserve, the opportunity cost of giving up economic
development and the willingness to pay. In the end, we advise that it’s urgent to reform the fiscal transfer system which is mainly
vertical and improve the horizontal fiscal transfer institution based on the compensation for ecological protection.
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