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ECONOMIC [IMPACT ANALYS|S OF FOREST RESOURCE MANAGEMENT

Chin-Leng Zheng*

(Abstract] Forests supply public services. They preserve the natural envi-
ronment, aid in soil and water conservation and provide amenities for communi-

ties. However, the amount of this public good is undersupplied. Even if the
government charges its citizens for use of this good, the amount will be in-
sufficient to maxmize social welfare because of the lack of a well functioning
market for this good since it represents a positive externality. To encourage
sound management of forest resources, many governments have financed and/or
subsidized forest projects. The government intervention in providing this
good indicates that, from society's point of view, adequate appraisal methods
are important so that a proper social cost-benefit analysis can be done for

each proposed forestry project. In this paper, we present two major methods
to quantify the economic impacts of forestry projects on social welfare and

discuss the applicability of each of these approaches.

(Key words) economic impact analysis, sccial cost-benefit analysis, forest

resource management.
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