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| Abstract |

Forests in the upstream contributed to improve the quality of water resources for the residents
downstream. However, upon structural examination of how the Han River Watershed Management Fund
was spent, it became apparent that the fund was not spent toward forest management in the upstream.
An additional budget must be allocated if the Watershed Management Committee is to contribute to
the management of the upstream forests with such awareness. Therefore, the aim of the study was
to assess the willingness to pay and to calculate of budget for forest management in the upstream
for water quality improvement. Three hundred surveys on watershed beneficiaries were conducted using
biased sampling method. The result was analyzed with conditional logit model and mixed logit model.
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Forest management, a target variable, was found to have statistical significance. Based on this result,
the size of the expected budget was estimated to be minimum 20,526 million won to maximum 20,928
million won.

I Keywords | Conditional Logit Model, Mixed Logit Model, Water Use Charge, Market Failure, Public
Goods, PES(Payment for Environment Services)
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