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Abstract: Liaohe is one of the key focuses of national twelfth five-year plan for watershed of ecological com-

pensation. An improvement model of ecological compensation for Liaohe cross provincial watershed was con-

structed firstly by eliminating externalities of welfare economics; secondly, the data of environmental input

of upstream and the GDP of upstream and downstream from 2004 to 2011 was chosen to calculate the im-

provements in overall optimal amount of compensation between 3. 263 billion Yuan and 8. 611 billion Yuan

through the method of the taxation for downstream and upstream subsidies or negotiation; lastly, the welfare

of Nash equilibrium for Liaohe at 6. 078 billion Yuan for Liaohe upstream and downstream was clarified in ec-

ological compensation. Research provides a new reference foreco-compensation in Liaohe watershed.
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