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Welfare Evaluation of Subsidy for
Afforestation and Carbon Sequestration on
Agricultural and Forestry Sectors in Taiwan

Heng-Chi Lee*, Pei-Ing Wu**, Chih-Pei Shen**, and
Je-Liang Liou™**

The purpose of this study is to construct a model in which accounts
for the special forestry land property right regime and the competition
between agricultural and forestry land utilization in Taiwan. The model
considers also the dynamic long-term tree growth and afforestation
subsidy policy. The welfare on agricultural and forestry sectors
comparison is made between that without policy and with afforestation
subsidy and further with different levels of carbon sequestration subsidies.

The results indicate that the welfare will increase 0.8 billion while
change from no policy to current afforestation subsidy policy. The
welfare will further increase 0.8 ~1 billion when there is different levels of
carbon sequestration subsidies, with 100 NT $ per ton to 1,200 NT $ per
ton, along with afforestation subsidy policy. The marginal welfare of
carbon sequestration with 100 NT $ per ton is about 10 millions NT $ and
will increase to 140 millions NT $ with 1,200 NT $ per ton of carbon price.
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This shows that the impact of carbon sequestration subsidy on social

welfare is still falling in the monotonic increasing domain. Moreover,

with additional carbon sequestration subsidy, farmers will postpone
harvest.

Keywords: Afforestation subsidy policy, Positive externality, Mathematical
programming, Forest and agricultural sector optimization model,
Competing crops, Policy simulation



