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1
Introduction and Overview

Forests in the developing world are in crisis. Nowhere is this more acute than in Asia:
though one-third of the land mass is covered with forests, this ratio is shrinking rapidly at the
rate of 2 million hectares per year. By current trends, half of the original 725 million hectares
will disappear by the year 2000. The dramatic declines will occur in India, Nepal, Philippines,
Sri Lanka and Thailand.

Some of the economic costs of deforestation are obvious. Timber export has long been an
important income earner (eg, it is a second major export after oil earning S4.2 billion in 1991
for Indonesia and $3.8 billion in 1992 for Malaysia). In 1988, forest products earned $8.25
billion in exports. However, Asia is fast becoming a wood-deficit region. By 2000, imports of
forest products will cost the region about $20 billion a year (World Bank 1992a). India, once
self-sufficient in wood products, is now a large importer. Forests in the Philippines and
Thailand are virtually exhausted. Indonesia and Malaysia have restricted the export of logs.

Other economic costs to society are sometimes difficult to measure. Many of the benefits
of forests and trees are not easily captured by the market. One is their role as a source of
fuelwood, which accounts for four-fifths of Asia's timber demand. Another is the value of
nontimber forest products, an important source of food, medicine, shelter, and income for the
poor. Some studies have shown the value of nontimber products to exceed that of timber
(Peters and others 1989). Yet another benefit of trees is their ability to prevent soil erosion
and moderate stream flows. One study in Thailand found that one hectare increase in forest
cover had the potential of increasing agricultural output by $155 per hectare of farmland.

Some of the losses from deforestation are of concern to the world community. China,
India, Indonesia, and Malaysia are among the 12 "mega-diversity" countries in which half of
the earth's plant and animal species are to be found. Much of this biological wealth and
diversity are found in the region's tropical moist forests. Finally, the deforestation unlocks
carbon whose release into the atmosphere is said to cause global warming. Asian deforestation
accounts for 6 per cent of the recent increases in the atmospheric concentration of carbon
dioxide (World Bank 1992a).

Immediate Causes of Deforestation

The three immediate causes of deforestation are: clearing the forest land for farming,
demand for firewood and fodder, and excessive commercial logging. Fire-intentional and
natural-can also contribute to deforestation. These factors are aggravated by population
growth and infrastructure and industrial development. All of these are expected to continue
through this century. Asian forests are unique in their proximity to centers of rapid economic
and population growth, which makes them particularly vulnerable to excessive exploitation.

Behind the crisis in Asian forestry-i.e., the forests, people, and institutions-lie three
major failures. These failures are associated with: economic policy, institutional change, and
technological improvement. These three sets of issues were the focus of the regional seminar
on "Forestry Management for Sustainable Development" held January 27-February 1, 1992
in Genting Highlands, Malaysia. This report is based in part on the papers prepared for, and
the discussions that took place at, the seminar organized by the Economic Development
Institute of the World Bank and the Forest Research Institute Malaysia.

I



2 Forestry Management for Sustainable Development

The failure of economic policy in forestry can be attributed, in part, to the divergence
between private and social costs. Those who destroy forests-whether for agriculture, fuel, or
logging-and enjoy private benefits, do not pay society the full costs of their actions which
may result in soil erosion, loss of biological diversity, or release of carbon dioxide from forest
fires. Governments aggravate the problem by setting timber stumpage fees below the true cost
of replacing the felled trees, or by promoting a "cheap logs" policy in support of forest-

*based industrialization (see Chapter 2). The problem is also accentuated by the absence of
clearly defined property rights. A forest that is open to all is not likely to be as well protected,
or as sustainably managed, as one that has clear private or community ownership.

The strategy for the future would need to emphasize protection and better management of
natural forests, as these are less expensive than rehabilitation or replacement. The value of
nontimber goods and services ought to be evaluated, along with timber value, in selecting the
optimal form of forest management. The forest concession system needs to be reformed:
royalty levels should be increased to capture supra-normal profits; concession licenses should
convey usufruct rights, be made legally transferrable, and its ownership publicized; and
concessionaries should be held accountable for damage to residual forests. There is also a
need to introduce low-impact harvesting methods, if possible, by applying a portion of the
forest revenues.

Equally serious is the failure of forestry institutions to adjust to the new demands placed on
them by society. While these demands have changed over the past 40 years-from timber
extraction and forest protection to social forestry and providing environmental services-the
institutions have remained largely unchanged. Many of them continue the colonial-times
tradition of collecting fees and preventing people from trespassing. Contributing to
institutional failures are: inadequate funds and lack of specialized staff; difficulties in
addressing the issue of the appropriate role of public-sector forestry institutions; respecting
poorly defined property rights; and a lack of incentives in extracting rents (see Chapter 3). It
does not help that in some countries multiple agencies have responsibility for forestry, that
many of these agencies lack political support, and do not enjoy the confidence of local
communities.

As natural forests and government resources for forests decline in the 1990s, Forest
Departments would have to select from among the following options: do a better job with the
existing institutional structure and staff; find innovative ways to meet basic or new
responsibilities; and shed some of the forestry functions to other public sector institutions,
NGOs and community groups, and the private sector.

Some of the difficulties in managing forests sustainably stem from technical or
technological constraints. These include: the complexity of tropical forests and inadequate
knowledge on forest growth; improper planning, controls, and execution of tree harvesting,
including the use of wrong types of equipment and methods in timber extraction; and
ineffective application of research results (see Chapter 4). Research in forestry has lagged
behind that in agriculture, so has the adoption of new technology. In Asia (excluding China)
fewer than 1,000 scientists work in forestry compared with 5,000 in rice research alone
(World Bank, 1992b). In India, forestry research expenditure is less than 0.01 per cent of the
value of forest products consumed each year; in Malaysia, it is about 0.02 per cent of the total
timber export. Moreover, forestry's long time horizon (frequently 20-40 years) increases the
financial risk, which some investors may be unprepared to take.

Public-sector investments in forestry are increasing substantially, as national governments
and international agencies step up their commitment. For example, the World Bank's funding
for forestry projects in Asia and the Pacific increased from an average of $2.5 million per
year during 1980-84 to $86 million during 1985-89, and is projected to increase to $202
million during 1990-94. (These figures exclude forestry components in agriculture and other
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sectors.) However, much more needs to be done. The decision to establish the Center for
International Forestry Research (CIFOR) in Bogor, Indonesia could help strengthen research
in genetic tree improvement, develop ecologically sound silvicultural practices and sustainable
management systems, and develop appropriate technologies to maximize the recovery of
harvestable timber.

Conflicting Goals

Forestry policies and institutions in Asia have to address many goals, some of which are in
conflict, and many of which are changing. First, the economic importance of forests
continues to be promoted, though the emphasis now is on value-added processing and on
nontimber products. Second, the social goal of protecting many of the 100 million forest-
dwellers-particularly indigenous people-and providing them access to the forests' bounty
has gained political acceptance. Third, the environmental value of forests has been recognized
by many countries, some of which have set aside protected areas for managing watersheds
and controlling soil erosion. Fourth, the recreational value of forests has become an important
goal of the urban middle class. Finally, there is the international constitutency, which is
increasingly powerful and probably willing to pay for maintaining the tropical forests to serve
as rich habitats for biodiversity, and as a sink for carbon dioxide (see Box 1.1).

The conflict among these diverse goals becomes painfully clear in the allocation and use
of land. India wants 30 percent of its land under forest (an 18-percent increase over existing
use), Thailand 40 percent (8 percent increase), and China 20 percent (12 percent increase).
These goals are difficult, if not impossible, to achieve, if we consider the pressures on the
land. The strongest pressure comes from agriculture: a demand for an additional 20-25
million hectares by 2000. Forests will have to compete with agriculture for use of the forest
land in many countries, a fact not readily accepted by foresters and even economic planners.
(In Malaysia, however, some of the areas designated for agriculture lie underused, or
abandoned.) The demand for timber has also been increasing, and with it the demand for
commercial plantations. Some of the wasteland (eg, India) and scrubby grassland (eg,
Indonesia) may be suitable for plantations.

The most complex goal is the new requirement that forestry management must promote
sustainable development. The term "sustainability" means different things to different
people (see Box 1.2 on page 6). However, in this report "sustainability" will refer to the
application of sustained-yield management practices, particularly in the natural forests.

Natural Forest Management

In populous Asia, retaining large tracts of pristine forests is not an affordable option.
Sustained-yield management is probably the only alternative to destructive logging, or
conversion to agriculture. For forests to be managed sustainably, they must have an economic
value to the users. But can natural forests be managed sustainably? A review by FAO (1989)
and a study by ITTO (Poore, 1989) have indicated "yes"; and that conservation and timber
production are not necessarily incompatible. However, the ITTO study by Poore and others
estimated that less than 1 percent of the world's tropical moist forests were under sustained-
yield management.

While the technical feasibilities of sustained-yield practices are still being debated, some of
the "good practices" known can be employed. For example, selective logging, if carefully
performed, can do minimal damage to the ecosystem; so would the use of elephants, aerial
cables, and helicopters. The damage from roads and skidding can be controlled. Some
management systems open the canopy and then use intensive silvicultural treatments to hasten
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regeneration; others rely on selective logging followed by a 25-35 year period for
regeneration; others leave areas of forest intact, while clear-felling strips between them.

The three important prerequisites for the sustainable management of Asia's natural forests
are sound pricing policies for wood, strong institutions to implement these policies, and the
effective involvement of the local populations. Fair and equitable benefit-sharing schemes will
give the local people an incentive to protect the forests from destructive practices whether for

Box 1.1. Sequestering Carbon in the Tropics

The role of forests in removing, or sequestering, carbon dioxide (Co2) from the atmosphere has been the
subject of much discussion. Mature forests, particularly those from the wet tropics, release a lot of carbon
when large areas are burned or cleared. Scientists believe that deforestation is contributing to the build-up in
the atmosphere of greenhouse gases (eg, carbon dioxide, methane, nitrous oxide, and chlorofluorocarbons)
and, therefore, contributing to global warming.

Worldwide, FAO has estimated that 17 million hectares of tropical forests are being destroyed annually.
Deforestation accounts for one-fourth of the 7.1 billion tons of Co2 released into the atmosphere (World
Bank 1991). The Amazon region of Brazil alone contributes about 15 percent of the forest-related share of
increases to Co2 (Schneider 1991); Asia's share is estimated at 6 percent (World Bank 1992a). In Thailand,
deforestation emits more Co2 into the atmosphere than the consumption of fossil fuels (see Box Figure
1.1).

Tropical rainforests produce large amounts of biomass per hectare. Since forest land converted to
agricultural or pastural use produces less biomass, the net result is an addition of 90 tons (Houghton 1989)
to 125 tons (Schneider 1991) of carbon per hectare. Conversely, reforestation or preservation of old forests
to sequester carbon is an attractive economic alternative to reducing total carbon emissions.

Measurements of the global economic benefit of carbon sequestration are uncertain and being refined.
The annual cost to the world economy of carbon emissions has been estimated variously between $3 to $13
per ton of carbon emitted (Nordhaus 1990). Thus, for the Amazon forest containing, say, 125 tons of
carbon per hectare, the sequestered value of carbon is about $375 to $1,625 per hectare (World Bank 1991).
In contrast, reforestation may cost $400-$800 or more (depending on the costs of clearing forest,
establishing nurseries, etc.). It has been suggested that the world community might be willing to pay for
maintaining the natural forest cover for carbon sequestration, biodiversity preservation, and other
environmental reasons. One willingness-to-pay figure mentioned is $28 per ton of carbon not released
(Wiens 1992). This is based on the marginal cost to the United States of a 20-percent reduction in Co2
emissions over a 20-year period.

Thus, opportunities exist for trade in environmental services between industrial countries and owners of
forest resources in the developing world. In 1988, a small American electricity company from Arlington,
Virginia decided to invest $2 million to help plant 15 million trees on 12,200 hectares. The company
calculated that this amount of forest was needed to absorb the 387,000 tons of Co2 emitted yearly by its
180 MW coal-burning power station Crrexler, 1989).

In Sabah, Malaysia, another American power company is investing $450,000 in the concession of a
local company to capture the carbon-offsetting potential of reduced impact logging estimated at 50 tons of
carbon/ha, or 75,000 tons in total from 1,500 hectares of lowland dipterocarp forests. The American utility
believes this is a cost-effective means of off-setting some of the power plant's emissions for whicb it might
have to pay a Co2 tax in the future. In Kalimantan, Indonesia, a Dutch foundation associated with the
electricity board is planning to invest over $570,000 per year over 15-20 years to help rehabilitate degraded
logged-over areas. The electricity board hopes to get tax credit from the Dutch government for its
investment, and an adjustment against its Co2 emissions equivalent to the carbon sequestered in the area it
helps to reforest.



Introduction and Overview 5

Box Flgure 1.1. Relative Contribution of Deforestation and Fossil Fuel Consumption to
Emissions of C02 in Thailand, 1991

Refineries 2%

Power 33%

_|. Res. & Comm. 4%

Deforestation Fuel Consumption -Transport 41%

30 Million Tons 24 Million Tons
of Carbon of Carbon . Agriculture 6%

- Industry 15%

Source: "Thailand Country Report to the United Nations Conference on Environment and Development
(UNCED), June, 1992.

Carbon off-setting by reduced impact logging and by rehabilitation of degraded forests could represent
one source of short-term funds for developing countries for forest management and conservation. It could
also represent a first step in valuing forests for a wider range of goods and services than the conventional
timber values (Blakeney 1993). Further analysis is needed into the financial, economic, legal, and
institutional issues relating to carbon sequestration to enable the private sector to play a bigger role in the
reforestation effort. The granting of about $600,000 by a Japanese power company to an Indonesian
university to do research in this area might help unlock some of the mysteries on carbon sequestration.

- Emmanuel D'Silva
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Box 1.2. Sustainable Development, Sustainable Management

The term "sustainable development" was popularized by the Brundtland Commission (the World
Commission on Environment and Development) in its report Our Common Future. The commission
defined the term as "meeting the needs of the present generation without compromising the needs of future
generations." However, making the concept of sustainability precise has proved to be difficult. As a result,
the term has come io mean different things to different people.

In forestry, the term "sustainable management" has been used more frequently-"sustainability" referring
to the application of sustained-yield management practices, particularly in the natural forests. An expert
panel appointed by the International Tropical Timber Organization (ITTO) placed emphasis on "the
production of a continuous flow of desired forest products and services without undue reduction of its
inherent values and future productivity and without undue undesirable effects on the physical and social
environment" (ITTO, 1992). The ITTO guidelines for the sustainable management of natural forests by the
year 2000 includes 41 principles, among them the following:

/ A strong political commitment to a national forest policy is necessary for sustainable management to
succeed. Such a policy should be supported by appropriate legislation and be in harmony with other sectors.

/ Some categories of land need to be kept under permanent forest to secure their optimal contribution
to national development. These include protection forest, lands for nature conservation and for production of
timber.

/ Forests set aside for timber production should fulfill other important objectives, such as
environmental protection and conservation of species and ecosystems. These forests should also be subjected
to a detailed inventory.

/ Proper planning at the national, forest management unit, and operational levels reduces economic and
environmental costs, and is therefore an essential component of long-term sustainable forest management.

/ The choice of silvicultural practices should be aimed at sustained yield at minimum cost. A reliable
method (such as the annual allowable cut) should be adopted for controlling timber yield.

/ An environmental impact assessment should be done prior to harvesting. Care should be taken to
minimize logging damage to the residual stand.

/ Concessionaires should be ensured the long-term viability of their concessions; local populations
should benefit from forest management; and governments should receive sufficient revenue to continue their
operations.

/ The success of forest management for sustained timber production depends on its compatibility with
the interests of local populations. Local people should be consulted before planning any forestry operation.

/ The management of timber production can only be sustained in the long-term if it is economically
viable.

Despite these fine principles, some believe that as an economic sector forestry has an ambiguous role in
sustainable economic development (see Chapter 2). In many countries, logging practices, timber pricing
policies, and wood processing incentives have encouraged rapid depletion of the natural resource and
contributed to "unsustainable development."

subsistence or for profit. Appropriate pricing policies, coupled with the use of a
"performance deposit" could reduce wastage in wood processing and reduce logging
damage (see Chapter 2).
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Plantations

The alternative to exploiting natural forests is to plant more trees. Plantations serve as a
complement to, rather than as a substitute for, natural forests. At present, plantations account
for 82 million hectares of the Asian forest, most of these in China, India, and Indonesia; new
plantings account for 5.6 million hectares per year (World Bank, 1992a). Plantations can
grow ten times (about 15 m3/year) faster than natural forests; and certain species (eg, pines
and eucalypts) are more successful in plantations than in native forests (Kanowski, 1992).
Many countries (eg, China, Indonesia, and Myanmar) have begun to plant high quality,
indigenous species. In the future, timber from plantations will constitute a large share of logs
produced in many countries.

In the early 1950s, plantations were intended primarily for industrial uses and were large-
scale, monocultural, capital-intensive operations. Since the 1970s, new objectives have been
added for tree growing; these include social (providing fuelwood, fodder, and building
materials) and environmental (carbon sequestration) dimensions. To be successful in
developing countries, plantations would need to be: first, integrated with agroforestry to
provide multiple products. Second, investments in plantations ought to be guided by
economic rather than financial analysis. Third, genetic resources of potentially useful species
are required, along with competent staff.

New Forestry Focus

Asian forestry needs to be reinvented, summarizes a World Bank report (1992a). Foresters
must shift away from merely applying silvicultural treatments to existing stands and
plantations. For forestry projects and programs to succeed, the participation of forest dwellers
and of the larger national community is essential. They must have a sense of ownership in
these projects. Forestry is no longer a concern of only technical forestry specialists. Expertise
is needed from other disciplines-such as, ecology, economics, law, and community
organization-to meet the new demands on forestry to protect the environment and the forest
dwellers.

Forests have to be seen in a new light-as a valuable economic resource having multiple
uses and multiple users. Consequently, the practice of forest management has to undergo a
change-from tree management to ecosystem management in which people play a significant
part (see Chapter 5). Unless forests are seen as having an economic value to individuals, local
communities, and national governments-and can be used to fuel economic development and
alleviate poverty, no matter how difficult these goals are-the Asian forests will remain in
crisis.





2
The Policy Environment

Forest Policy Issues in Southeast Asia

The practice of forest management in the developing world has generated much
controversy. While the principles of sustained-yield management are known to professional
foresters and the institutions they work for, it is the failure to apply these principles
consistently that has invited criticism. For instance, logging has often been carried out by
private businessmen in violation of regulations, and forestry officers have been unable to
enforce these regulations.

There is enough blame to go around for the failure to practice sustained-yield
management and implement forest policies: politicians for putting pressure on forest
departments to keep the annual allowable cuts high, royalties low, and the implementation of
logging regulations tardy; forest departments for pretending the residual forests are in good
shape and regenerating, logging regulations are being enforced, protected areas protected,
and gazetted areas are forested; and non-government organizations for pursuing narrow
objectives, annoying tactics, and one-sided arguments (Wiens 1992).

Thomas Wiens, of the World Bank, offered several other reasons for the failure of forestry
policies: First is human greed and impatience-"greed because logs, like oil, are worth a lot
more than their cost of extraction, and impatience because most trees grow too slowly to be a
good financial investment in a world of high interest rates. Forestry doctrine, and forestry
policy, assume altruistic motivations, and therefore fail to take adequate countermeasures."1

Second is the conflict between forestry policy and fundamental social goals, or between
sustainable economic development and preservation of social equity. Forestry, as an
economic sector, has an ambiguous role in sustainable economic development (see Box 1.3).
Some countries have achieved high economic growth rates by pursuing forest-based
industrialization (e.g., Indonesia), or by converting forests into plantation agriculture (eg,
Malaysia). Profits from logging have been invested in other sectors, or sometimes been
moved offshore, depleting the natural resource and contributing to "unsustainable
development." Unfortunately, the depletion of forests is not reflected in GNP accounts.

Third is the divergence between public goals and private incentives, "which is at the heart
of the fuss on logging." A private businessmen has no financial advantage in practising
sustained-yield management, but every incentive to liquidate all commercial timber in his
concession. There are several reasons: the concession may not be legally transferrable, the
tenure may not even cover a full production cycle, and penalties for "unsustained"
management may be nonexistent or negligible. However, reforming the private concession
system would be better than abandoning it.

Fourth is the underpricing of timber, or the pursuit of a "cheap log" policy. Governments
tend to set timber stumpage fees below the true cost of replacing the felled trees and restrict
the export of logs as a means of promoting value-added processing (see Box 2.1). The main
consequences of the "cheap log" policy have been: (a) a loss of public revenue (which could
be used for new forestry programs); (b) protection of the processing industry; (c) political
pressure to open forests for logging; (d) logging of areas and tree species that would have

1. Thomas Wiens. 'Forest Policy Issues in Southeast Asia."
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been ignored in a less profitable environment; and (e) considerable waste in timber
utilization.

* Fifth is the failure to consider the values of both timber products and nontimber goods
and services in selecting the optimal form of forest management-whether total protection,
production, or conversion. Forests have multiple uses and multiple users (see Chapter 5).
Unfortunately, the environmental services provided by forests haven't received much weight
in decision making, because these services aren't easily marketable and do not enter the
national accounts, and private loggers do not see profit in them as in timber. However, this
might change if the international community shows a willingness to pay for the tropical
forests to serve as habitats for biodiversity and as a sink for carbon dioxide (see Box 1.1).

Seminar participants-many of them public sector decision makers-reviewed the issues
presented by Mr. Wiens, and discussed the options to overcome the policy failures in five
areas: (a) cheap log policy; (b) concession management reform; (c) trade-offs between
natural forest management and plantations; (d) valuing nontimber goods and services in
decision making; and (e) discouraging forest encroachment.

Cheap Log Policy

Participants noted the "cheap log" policy was politically sensitive, and decided to
disaggregate it into: (a) low rent capture, and (b) log export restrictions. There was agreement
that governments extracted very little economic rent from the users of forest (see Table 2.1).
Suggestions were made for increasing royalties (though there was no unanimity on the level
to which it should be raised) and for introducing tenders in the granting of concession rights
(though some expressed concern that a few bidders might be able to dominate the process).

Restrictions on the export of logs, including total bans, have been adopted by a number of
countries. There is belief that a "log ban" can generate more employment, increase
government revenue, enhance value-added in processing, and protect "infant" wood
industries. Such a policy might be financially rewarding to the domestic wood processing
industry, but the economic cost to the country could be high (see Box 2.1 on page 10). A few
participants were not swayed by the World Bank's economic case against the ban on log
exports. Log ban is politically popular in Southeast Asia; this policy is not likely to be
reversed in the near future.

Table 2.1. Government Rent Capture In limber Producton, 1979-82
(in million US dollars)

Potenil Actual rent Official Rent captred Rent captured
rent from log from log goernment as share of as share of

Country harvest hwveit rem capored aul rent potential rent

Indonesia 4,958 4,409 1,654 37.5% 33.0%

Sabah, Malaysia 2,065 2,064 1,703 82.5% 82.5%

Philippines 1,504 1,001 141 14.0% 9.4%

Source: Repetto (1988).
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Box 2.1. The Economic Cost of Promoting Value-Added Processing

A number of southeast Asian countries have used export restrictions to make wood cheap for local
processors, and thereby promote local processing, increase value-added to wood products, and even
discourage logging. Although local processors would in any case enjoy an advantage due to proximity to
raw materials (low or no freight charges), protection of domestic processors has no doubt been successful in
increasing the extent of processing and apparent value-added in the processing sector.

The questions we need to ask are: What has this cost in terms of exports foregone? Has the additional
value-added from processing exceeded this cost? Has the protection created a processing industry which can
stand on its own feet, or would it be unable to compete without protection?

Experience with export restrictions in Malaysia and Indonesia suggest that the cost of these restrictions
exceeded the benefits. A World Bank study indicates that the effects in Peninsular Malaysia over a decade
were as follows:

/ Sawnwood production increased by 24 percent with the restrictions, employment increased by about
the same amount, and log production was reduced by 15 percent; but,

/ Without the restrictions, export earnings (from logs and sawnwood only) would have been 22 percent
higher, economic value-added 34 percent higher, and resource rent (from harvested logs, and not necessarily
captured by the government) 49 percent higher than their actual historical values.

Comparing benefits and costs, each sawmill job created by the log-export restrictions cost Peninsular
Malaysia annually M$16,600 in economic value-added, M$44,800 in export eamings, and M$92,600 in
resource rent. In contrast, the average annual wage in sawmills in 1989 was around M$6,000.

There were three additional sources of economic loss to the government. First, the high profits in
processing due to depressed log prices attracted excess investment into the industry, causing waste due to
overcapacity. Second, mill owners were insulated from the cost pressure that would have induced them to
adopt or develop wood-saving, labor-saving, or market-capturing processing technologies. Third, lower log
prices may have discouraged more complete utilization of log input into sawmills.

The World Bank's general recommendation for development of wood processing industries has been to
promote it only on the basis of policies which maximize net gains to the national economy by avoiding
misguided distortions of incentives. This means: (a) taking excessive profits out of logging by raising
royalty rates, and out of primary processing by eliminating rebates (if any); and (b) eliminating log export
restrictions, but using increased public revenues to overcome limitations of infrastructure, and other
facilities which may hold back the development of processing.

- Thomas Wiens

Concession Management Reform

Participants noted that most of the production forests had already been licensed to
concessionaires. However, to achieve sustainable management in concession areas, several
changes were recommended. The security of license should be provided up to at least the
second cut (about 25 years for dipterocarp forests), or preferably full rotation (about 60
years). The licenses should be freely and legally transferable to encourage consolidation of
ownership and to obtain collateral. Ownership of a concession should be well publicized.
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Concession owners should be made legally responsible for all the actions of their agents,
contractors, and managers. The objective is to discourage contract logging, which has been
responsible for excessive damage to the residual forest. Participants welcomed the idea of a
"performance bond," or a deposit of sufficient size, to encourage concessionaires to practise
sustained-yield management (see Box 2.2). The performance deposit system is being applied
by the Philippines government in the management of residual forests, but experience
indicates that close monitoring of concessionaire performance is needed to ensure its success.

Natural Forests vs. Plantations

In the 1990s and 2000s, the natural forests in Asia are expected to decline, the dernand for
forest products and services to undergo change, and the availability of financial and human
resources become limited. In fact, the depletion of natural forests has gone beyond the point
where the sustainable yield from these forests can meet the domestic needs for utility grade
timbers. Such a situation exits in China, India, Nepal, Philippines, and Vietnam. To deal with
these changes, governments need to examine various options to sustain forest resources. One
alternative is to plant more trees to relieve the anticipated short-term deficit in timber supply.
New plantings in Asia account for 5.6 million hectares per year. Plantations can grow ten
times faster than natural forests (Kanowski, 1992). However, there are trade-offs in the choice
between natural forests and plantations.

Table 2.2. Trade-offs in the Economic Costs of Managing Natural Forest and Plantations

Factors Natural Forests Plantations

Initial capital investment low high
Harvesting costs high low
Price/unit volume high low
Productivity (mai/m3) 1-3 20-30
Interval for economic return long short

Products from natural forests (e.g., high quality saw logs, veneer/plywood, etc.) have a
ready market. With the anticipated decline in these products, their prices are likely to increase.
In contrast, plantation products (e.g., pulpwood and general utility timber) face intense
competition on the international market. The economics of managing natural forests and
plantations differ considerably: the former require a low initial capital investment, but high
harvesting costs; the opposite is true for plantations (see Table 2.2).

Plantations are no substitute for natural forests in providing environmental services (see
Table 2.3). However, many of these benefits are not easily quantified and traded. Investments
in plantations ought to be guided by economic rather than financial analysis to help capture
some of the environmental benefits. Decision makers need to pay as much attention to
nontimber and environmental aspects of forests as they do to timber production.
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Table 2.3. Comparative Advantages of Natural Forests and Plantations
in Providing Environmental Services

Functions Natural Forests Plantations

Biodiversity high low

Regulation of soil and water high low

Conservation of nutrients high low

Maintaining water catchment good poor1

Incidence of pests and disease low high

Carbon sinks effective effective

1. However, in higher rainfall areas, they can provide effective catchment cover.

Lack of understanding of silvicultural practices, breeding systems, and artificial
propagation techniques have often been cited as major drawbacks in the management of
tropical forests (see Chapter 4). In general, it is claimed that plantations are easier to manage
than natural forests. In providing vital social services, natural forests have an edge in
providing some services (eg, nontimber products), but both plantations and natural forests can
provide fuelwood and create jobs for local communities.

In considering trade-offs and setting policy, plantations could be developed primarily to
supply industrial timber and fuel wood, while natural forests could be protected to provide
mainly environmental services. National forest policies should stipulate the amount of natural
forests required for ecological, recreational, and other reasons. The remainder of forests
could be thrown open for timber production, conversion to agriculture, or for other uses, as
New Zealand has done.

Nontimber Goods and Services in Decisionmaking

The natural forests for too long have been viewed as a source of timber. This myopic view
has begun to change with the realization that in some cases (e.g., the Peruvian Amazon) the
nontimber value of forests can exceed that of timber values over the longer term by a factor
of 2 to 3 (Peters and others 1989); or at least the two values can be similar, as documented in
Indonesia. However, combined timber and nontimber values through integrated forest
management could increase returns by more than 50 percent (see Table 2.4). With the
exception of bamboo and rattan, the marketing potential of nontimber goods has not been
fully realized. For instance, the annual world market value for medicines derived from
medicinal plants discovered by indigenous people has been estimated at $43 billion (Posey
1992), but very little of this amount has reached the local people. The central message for
policymakers is that both timber and nontimber values should be considered in deciding the
optimal form of forest management and whether or not to go for plantations.
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Box 2.2. Performance Deposit-An Incentive for Sustained Forest Management

The performance deposit is a key instrument in a package of rent capture and tenure reforins designed to
provide incentives for sustainable forest management. The objective of these reforms is to make logging an
enterprise offering normal rates of retum, not exorbitant profits, for those who practice sustainable forestry.

To ensure satisfactory logging performance, loggers would be required to put up a refundable
performance deposit-sufficient in magnitude to provide a financial incentive for them to undertake
sustainable forestry practices. The amount of the deposit would be related to the estimated net profitability
of logging after all costs, including royalties. It has been estimated that an amount between $5 and $10 per
m3 might be adequate for Indonesia.

The deposit would be placed in an escrow account with the Forest Department (FD) at the time the
licence is granted. The FD would conduct regular field inspections to ensure that the operator complies with
the conditions specified in his contract. Based on a schedule of fines, the FD would deduct fines from the
deposit for poor performance. Approval of subsequent annual cutting pemnits, would be contingent upon
restoring the deposit to its original amount.

When the logged-over area has stabilized from the initial impact of logging, the FD would conduct a
survey to assess the adequacy of regeneration-stocking, species composition, and so forth. Based on this
assessment, the operator may be required to undertake stand treatment activities, such as enrichment
planting, to ensure sufficient stocking of commercial species.

The deposit, plus interest, would be refunded to the operator in periodic installments starting some years
after the initial harvest, and ending with the full production cycle. Refunds would be contingent on adequate
regeneration and protection of the residual forest.

Box Figure 2.1. Loggers View of Harvest Income

Present Situation Performance Deposit

Initial Harvest Performance
Deposit

Discounted Initial
Net Present Harvest
Value of Second Harvest Second
Harvest Performance Harvest
Income $ Deposit

Time Time

Box Figure 2.1 illustrates how the concept of refundable performance deposit changes the financial
incentive structure. It induces the operator not to take the conventional short-term viewpoint in which there
is little interest in sustained forest managment because the discounted present value of the initial harvest
overshadows that of subsequent harvests.

- Jay Blakeney
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To enable the Forest Departments to decide the optimal form of forest management,
seminar participants suggested that forest areas be mapped and classified into production,
protection, and other uses, based on land use and ecological considerations. The role of the
Forest Department in carrying out some of the traditional functions (e.g., production,
marketing, and utilization of timber) as well as managing the new mandates (e.g., soil
conservation, biodiversity, etc.) should be reexamined. It would be necessary to involve other
agencies, local communities, and the private sector in managing some of the forests. It would

Table 2.4. Timber and Nontimber Values of Indonesian Forest

Economic Value
Source of Value (in US dollars discounted at 10%)

Timber Harvest

Initial year (1) 2,000
Subsequent years (2-70) 41
Total year (1-70) 2,041

Nontimber Forest Products (NTFP)
and Environmental Services

No Logging

NTFP (year 1-70) (70 yr @ $100/ha/yr) 1,099
Erosion protection (70 yr @ S5.70/ha/yr) 63
Carbon storage (180 t/ha @ $5/ton) 900
Total 2,062

With Logging
NTFP (year 1-70) (70 yr @ S50/ha/yr) 549
Erosion protection (70 yr @ S4.20/ha/yr) 46
Carbon storage (90 t/ha @ $5/ton) 510

Total 1,105

Timber and Nontimber Benefst (with logging)
Timber (1-70) 2,041
NTFP (year 1-70) 549
Erosion protection 46
Carbon storage 510

Total benefits 3,146

Note: A 70-year rotation cycle is assumed in the calculations
Source: Jay Blakeney in internal World Bank documents.
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Box 2.3. Deforestation and Human Settlement in Thailand's Forests

An estimated 8-9 million people, mostly low-income farmers, have settled on 9 of the 23 million
hectares of Thailand's national forest reserves. Most of these people do not have title to the land. Due to
insecure land ownership, they have refrained from investing in land improvement. Living in "gray domain"
they are left out of the mainstream and do not receive the technical advice and extension support needed to
practise improved land use. Soil erosion and degradation in the forest areas have been extensive.

Deforestation may be a tragic phenomenon in ecological terms, but to condemn those who are currently
eking out a living in the deforested areas by cultivating cassava or maize signifies a lack of understanding of
history and the socioeconomic forces that led to it. Commercial loggers driven by greed, "creamed" the
forest and left. The poor, in search of space to live and food to survive, removed the residual forest cover,
converted flat and gently sloping lands to agriculture and established human settlements. The label
"encroachers" was promptly attached to them. How to deal with "encroachers" became an issue.

Fortunately for Thailand, the true perspective on the issue of encroachment into forest areas was
provided by the King who said before a gathering of lawyers on June 27, 1973:

"It seems rather odd for us to enforce the reserve forest law on people in the forest which became
reserved only subsequently by the mere drawing of lines on pieces of paper. The problem arises in as much
as, with the delineation done, these people became violators of the law. From the viewpoint of law, it is a
violation because the law was duly enacted; but according to natural law the violator of law is one who drew
the lines, because the people who had been in the forests previously possessed the rights of man, meaning
that the authorities had encroached upon individuals and not individuals transgressing the law of the land..."

To contain deforestation, future policies and strategies should promote the transition from models of
forest management based on an authoritarian "custodial" approach by the government to those where local
communities participate and assume the responsibility to control and manage forest resources for their own
long-term benefit. Establishing participatory reforestation and afforestation goals to reduce the pressure on
remaining forest lands and creating alternative employment and income opportunities to people dependent
on forest exploitation should receive a high priority.

- Y.S. Rao

be equally necessary to retrain forestry staff to carry out the new mandates and recruit people
from other disciplines (economists, sociologists, institutional development specialists, etc.) to
create a multidisciplinary work force (see Chapter 3).

Discouraging Forest Encroachment

Participants made a distinction between people who go to forests out of "greed" and
those who settle there out of "need." Legislation and enforcement were needed to keep the
former out of forests, while concrete actions were required to help the settlers. Some 100
million people live in and around the forests; many of them belong to indigenous cultural
communities, which have been living in the forests since ancient times. In Indonesia, studies
show that forest communities had practised agroforestry on a sustainable basis under
customary laws and institutions; the introduction of commercial logging, however, may have
led to the disenfranchisement of many of these people (World Bank 1993). Another category
comprises the displaced landless settlers who occupy forests following logging: a good
example would be many of the 8-9 million people who live in Thailand's national forest



The Policy Environment 17

reserves (see Box 2.3). In the past, Forest Departments tended to look upon both groups of
people as encroachers in, and destroyers off, forests.

There are no easy answers to the question "what do you do with the encroachers?" Some
of the actions recommended by participants were: establishing agroforestry farms, delineating
areas where people could settle, giving property rights to those settled, assisting settlers to
manage soil fertility, providing opportunities in ecotourism activities, and creating markets in
nontimber forest products.

Strategy for the Future

Asian countries will face the consequences of past policies and practices the remainder of
the 1990s. Faced with diminishing areas of natural forests and declining allocation (in real
terms) of financial and human resources, these countries will have to decide where to put the
bulk of their resources. Should it be better protection and better management of what is left
of the tropical forests, or should it be rehabilitation or replacement of what has been degraded
or destroyed? Based on economic principles, Mr. Wiens argued, the choice should be the
former.

Protection and better management of natural forests in Southeast Asia are less expensive
than rehabilitation or replacement. The latter cost about $500 to $1,000 per hectare; the
resources required to make a dent in the rehabilitation and replacement problem are not
easily available. In contrast, the cost of protection may be under $20 per hectare, if the
current budget of each Forest Department is divided by the total area of forest worth
protecting.

The remaining elements of the future strategy could include: paying greater attention and
weight in managing the goods and services other than timber that are provided by forests;
reforming the concession system; increasing rent capture from stumpage fees; promoting
plantations to take the pressure off natural forests; moving away from a "cheap log" policy
to the extent possible; and enabling the Forest Departments to undertake new social,
economic, and environmental mandates by retraining staff or hiring nonforesters with
relevant skills (see Chapter 3).
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The Institutional Environment

Redefining the Role of Forest Departments

Human beings over the centuries have depended on nature for survival. However, society's
needs from the forested part of nature, and its expectations from the institutions that manage
the forests, have changed dramatically over the past five to six decades-from the
management of trees to the management of complex ecosystems. Forestry institutions,
particularly those in the public sector, have not been good at anticipating, influencing, or
adjusting quickly to these changes.

While the mandates given to forestry institutions had changed over the years-from timber
extraction to forest protection to social forestry to providing environmental services-the
forestry institutions had remained largely unchanged, noted Mr. Charles Maguire of the
World Bank in his presentation on the institutional environment in forestry.2 In general,
Forest Departments were plagued by: inadequate funds and staff; difficulties in addressing the
broad definitions of forest management and in respecting poorly defined property rights;
overemphasis on downstream processing; lack of incentives in extracting rents; and viewing
forests as a residual land use (Miranda 1992).

Where a forestry institution is located within the framework of the government and the
manner in which it is organized indicates its importance and influence. In many countries,
these institutions are poorly organized, lack political support, and do not enjoy the
confidence of local communities. In the opinion of a senior forestry official, foresters until
recently had not succeeded in "entering the inner sanctum of decisionmaking in the
govemment. Even now, many of the forestry decisions are being made by nonforesters."

In the 1990s and beyond, many countries in Asia and the Pacific will be confronted with
difficult choices. On the one hand, they will have to deal with the problems of diminishing
areas of natural forest, declining supplies of timber, and constant or possible decline (in real
terms) of financial and human resources available to the public sector. On the other hand, the
forestry institutions will have to cope with increasing pressure from governments and the
public to do more in basics (such as, protection, management, harvesting, and regeneration of
forests) and in new agenda items (such as, preserving the biological diversity of natural
forests).

The pressure to do "more with less" gives Asian and Pacific countries an opportunity to
reassess the role goverments should play in forestry in the 21st century. To do such an
assessment, governments should redefine their main objectives in the forestry sector. An
institutional capacity analysis should be conducted to determine the ability of forestry
institutions to:

/ Translate the objectives into concrete actions. The actions could include policies,
programs, projects, rules, and regulations;

/ Implement the basic and new agenda items. The organizational structure should be
reviewed from the viewpoint of legal authority, financial support, internal and external
linkages, and human resource management.

/ Manage change in the sector. The pressure to change and innovate should be managed
through internal processes, systems, and resources.

2. Charles Maguire. "Redefining the Roles of the Government and Public Sector Forestry Institutions."
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Once the government's future role and the internal capacities of the forestry institutions
have been reviewed, the next step should be to consider a plan of action for change. Mr.
Maguire suggested that the following options be considered:

/ Strengthen the existing institutional structure to enable the Ministry to do a better job
with available resources;

/ Reorganize the Ministry by dropping or de-emphasizing some of the traditional
functions and strengthening some of the newer ones;

/ Move responsibility from the center to the provinces and districts in a program of
devolution and decentralization; and

/ Entrust forestry functions to other public sector institutions, the private sector,
community groups, and NGOs.

DOING A BETTER JOB WITH THE PRESENT INSTITUTIONAL STRUCTURE. The choice of this option would
indicate that the existing organizational structure, staff, and budgets are basically adequate to
perform traditional forestry functions and, perhaps, shoulder newer responsibilities. Whatever
shortfalls are identified through the institutional analysis can be corrected through "technical
assistance" and "institutional development" mechanisms. This conventional approach might
be supported by traditionalists in the government and external aid agencies. However, this
option goes against the worldwide trend to shrink the size and reduce the responsibilities of
public sector institutions.

In discussions, foresters agreed their agencies were short of staff and funds to cope with
traditional responsibilities (eg, forest planning, protection, and exploitation), and short of
skills to deal with the new agenda items (eg, biodiversity, nontimber products, and community
organization). The foresters group observed that "forestry institutions have to acknowledge
that the changes are already at their door-step, and give serious thought to their future roles."
The group identified some of the current functions that could be shared with other
institutions in the public and private sector (see Table 3.1).

INNOVATIVE WAYS OF MEETING BASIc OR NEW RESPONSIBILUTIES. Unconventional structures have been
created in a number of countries to manage forest resources better. In Latin America,
Colombia created INDRENA-administratively independent from the government, but
financially dependent on its budgetary process-to manage forests and other natural
resources. In Africa, Liberia created the Forest Development Authority-independent from
ministerial control, but dependent on government funds-to enhance rent capture from
harvesting and to develop downstream forest products. In the Pacific, Fiji has the Native Land
Trust Board (NTLB) to act on behalf of the native Fijians who own forest lands on a
community basis; the native landowners and NTLB need to agree before any forest can be
logged. Papua New Guinea has established a Forest Authority with representation from the
government, private industry, and NGOs (see Box 3.1). In Southeast Asia, the Sabah
Foundation was created in Malaysia to use the Sabah state's forest resources to improve the
social infrastructure. Indonesia is considering proposals for an independent inspection
service-with powers to sanction stiff penalties-to ensure sustainable management practices
among public and private sector concessions. Case studies on the Colombia, Honduras, and
Malaysia examples cited are discussed in Miranda (1992).
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Box 3.1. Innovative Institutional Model: The Forest Authority in PNG

Any discussion of development issues in Papua New Guinea (PNG) sooner or later ends up with
reference to institutional problems and human resource development needs. Forest management is no
different.

For PNG to succeed in managing its forests on a sustainable basis will require the involvement of at
least four institutions: the government, private sector, NGOs, and local communities. None of these
groups are currently geared to play an effective role, and all need strengthening. The capacity of the two
government agencies-the Departments of Forests (DOF) and of Environment and Conservation (DEC)-to
plan and monitor forest management is inadequate. However, the first important step in strengthening the
government's role has been taken in the decision to set up a new Forest Authority with representation from
the central and provincial governments, private industry, clans, and NGOs. Studies are now under way to
flesh out the detailed organization and operation of the Authoritv and to identify the means to strengthen
DEC.

Much needs to be done to design and implement the necessary organizational changes, new management
systems and procedures, and recruit and train additional manpower. It is unrealistic to expect that a fully
effective structure can be established for either forestry or the environment sector before the end of the
century. In the meantime, the government may have to consider some bold and innovative ways to
supplement its limited capacity to enforce new policy. Measures, such as contracting out whole functions
to the private sector or off-shore consultants may be necessary because it cannot afford to wait for long-term
institutional development to take place. In some parts of PNG, there would be no forest left to manage
unless the new forest policy and legislation can be enforced in the near future.

Effective forest management in PNG ultimately means management by the landowners. At present, such
management has been hampered by several factors. Almost 90 percent of the resource is owned by the
individual clan groups. Also, 90 percent of the timber operations are owned by the individual clan groups in
the form of landowner companies. Because these landowner companies do not have the technical or
managerial know-how, they subcontract their operating obligations to a foreign logging and marketing
agent.

PNG is unique in that effective forest management may mean curbing the rights of landowners, rather
than empowering them. How far can this be done in terms of the Constitution and the effective political
authority of the government is not clear. Similarly, while it is recognized that NGOs can play a key role in
sustainable forest management and conservation of the envir6 nment, there is no agreement in PNG on how
to involve NGOs in government programs without impinging upon the sovereign responsibilities of the
state, or threatening the NGO's own jealously-guarded independence.

Two parallel projects that are about to begin may provide answers to these difficult questions. One is the
forest management and planning project being prepared by the Department of Forests to strengthen forest
management. The other is the integrated conservation and development areas project designed by the
Department of Environment and Conservation to involve landowners in conservation activities.

Four conclusions can be reached from these case studies. First, unconventional forestry
institutions are more independent of traditional government structures and influences and,
therefore, free to concentrate on the business of managing their activities. These institutions
obtain full or partial funding from their own operations, or place financial gains and
budgetary decisions in the hands of local or community institutions. Second, unconventional
structures expose their staff to greater responsibility for their own policies and actions. Unlike
employees who work for government agencies, workers in unconventional structures have no
place to hide.
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Table 3.1. Possible Sharing of Forestry Functions with Other Parties

Current Responsibility Other Public Sector Private Local Communities,
of Forest Departments Institutions Sector NGOs

Planning + +
Research & Development + +
Protection + + +
Management + +
Exploitation + +
Environmental Protection + + +
Biodiversity +
Nontimber Products + + +
Agroforestry + + +
Community Forestry +

Third, the success of an unconventional institution depends on the willingness of staff to
take risks and obtain rewards based on the degree of success. To be considered successful,
these institutions "must support policies that take a long view of the forest resource, balance
multiple objectives, and respond to the needs of the population" (Miranda 1992). Fourth,
there are trade-offs between conventional and unconventional structures, which need to be
weighed carefully before risking on an innovative approach (Maguire 1992).

SHEDDING FUNCTIONS TO OTHER PUBLIC SECTOR INSTITUTIONS. Some of the functions performed by
Forest Departments could be handed over to other ministries, departments, or institutions. For
example, national parks could be the responsibility of the Department of Tourism, or the
Ministry of Environment. In Liberia, between 1973 and 1974, the responsibility for granting
forest concessions was vested with the Ministry of Finance rather than the Ministry of
Agriculture because the govemment was keen to regulate harvesting plans and enhance rent
capture. However, in many developing countries, public sector institutions are already
overloaded with work programs, and there is not much scope for improving efficiency by
shedding responsibility from one Ministry to another (Maguire 1992).

SHEDDING FUNCTIONS TO COMMUNITY GROUPS AND NGOs. In Asia, some 100 million people live in
and around the forests. Since the 1960s, it is been recognized that the cooperation of forest
dwellers is necessary to manage the resource on a sustainable basis; the social forestry
programs that followed were intended to help meet some of the food, fuel, fodder, and timber
needs of these people. Local communities can be involved in the rehabilitation of degraded
forests and maintenance of natural forests. They can also operate forest concessions, as some
communities do in South Sulawesi, Indonesia. The "joint management" of plantations by the
Forest Department with local communities-successfully practised in China and India-is
another option. The forest income could be shared with the community groups in return for
their managing the resource on a sustainable basis. A radical approach promoted by A.K.
Banerjee, the initiator of "joint management" in India, is for the Forest Department to hand
over productive forests to local communities, while taking over the responsibility of
regenerating and managing degraded forest lands (see Box 3.2). Such an approach has been
tried successfully in some parts of Europe.
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Box 3.2. Transferring Productive Forests to Local Communities

People's involvement in forestry, or participatory forestry, is an effective institutional tool to help
reduce deforestation and to conserve forests. The characteristic feature of this form of forestry is those who
live in the forest fringe-such as indigenous communities-plan, execute, and manage the forests. This
concept has been promoted in India, Nepal, and a few other countries, in large part by the NGOs. However,
the area covered by these cases form an insignificant portion of the total forest area in Asia.

In Asia, forest ownership lies with the state. To make participatory forestry legal, tenure changes are
needed to transfer ownership, or usufructory rights, to the local community. Few governments have done
so; those that have legislated have released only degraded forests for peoples' management. This is not a
sufficient incentive for the forest people-most of whom are poor-to accept the management
responsibility.

First, the management of degraded forest needs investment, which the poor cannot afford. Where the
government provides funds, it is done mainly to raise tree plantations to rehabilitate degraded forests. Even
if the objective of raising plantations is to transfer these to the local people, officials tend to keep the
management to themselves, thus defeating the purpose of the investment. Second, investments in new
plantations take some years to generate income and their productivity and income are generally low. Thus,
local people have few or no incentives to manage degraded forests.

Governments should consider letting local communities manage the productive forests, while the
governments could manage the degraded forest-a reversal of the present situation. The productive forests
could be transferred to groups of indigenous or forest fringe people. A part or a full share of the forest
income could be offered to the groups in return for their managing the resource on a sustainable basis. The
forest area to be transferred should be of a size that the group can manage intensively. The size of the group
should be small (no more than 100 people) to enable every member to be a part of the decision-making
process. The management of the degraded forests should be retained by the government. With the financial
and human resources, and the technology at its command, the government is in a better position to manage
the degraded forest than the poorer, local communities.

The proposed transfer of productive forests to local communities would have several implications. The
local people would become the owners and managers of the forest, earning substantially more from the
forest than at present. Government revenues from forest products would decline; however, public
expenditures on forest personnel would also decline. The present managers of forests-government
foresters-might have no direct management responsibility; many of them would be surplus. The forest
concessionaires, cutters, and transporters would also be severely affected.

There is much to learn from Western Europe where segments of the forests are managed by local
communities, or by associations formed of private owners (e.g. in Germany). The groups engage foresters
to manage the community forests in accordance with the policy established by the community; this has
opened up new employment opportunities for foresters. Governments tax the group, thereby earning
revenue from the resource transferred to the community. The transfer of forest resources to local
communities has worked in Europe. There is no reason why community management should not work in
Asia as well.

- Ajit Banerjee

Traditional forestry institutions generally have not been successful in working with forest
dwellers. Part of the problem lies in the orientation of foresters: they have been trained to
understand forest dynamics, identify species, and plant and harvest trees (Wiens 1992). Few of
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them have been trained in social forestry. In general, NGOs are known to do a better job than
public sector institutions in: (a) diagnosing social problems; (b) organizing local
communities; (c) conducting participatory training; and (d) disseminating information in
low-cost technologies and resource management practices. Traditional forestry institutions
should consider using the skills, motivation, and experience of NGOs in the design, control,
and monitoring of programs that help local communities to manage and protect the forest
resources. This would free the institutions to concentrate in other areas of management and
regulation.

SHEDDING FUNCTIONS TO THE PRIVATE SECTOR. In many countries, the private sector can play a
much greater role in forestry management than have been allowed at present. Seminar
participants, representing the business sector, identified at least five areas in which the private
sector had comparative advantage over the public sector: reforestation activities (though the
consensus was that the public sector should maintain support for R&D); dissemination of
resource information (eg, GIS); field management supervision; marketing; and some aspects
of research. The well-organized private sector in Indonesia appears willing to go beyond its
traditional role in logging and wood processing by shouldering some of the government
responsibilities in forestry management (see Box 3.3).

Governments generally are slow in availing of the services of the private sector. High cost
is frequently cited as the inhibiting factor. However, this is rarely contrasted with the high
overheads of public sector institutions, which have to carry large numbers of staff who may
have neither the skills nor the motivation to perform even the basic forestry tasks. For
instance, the state of Maharashtra, India, has a staff of 15,000 forest officers and guards
compared with 1,500 in Sri Lanka; the forest areas in the two regions are comparable. Most
of the forest guards in Maharashtra have had no formal training in forestry!

Box 3.3. The Role of Private Sector in Indonesia's Forestry Management

The timber industry in Indonesia has played an important role in providing employment. About 2.5
million people are directly employed in gathering and processing forest products. Another 1.2 million are
employed in side-industries. Counting dependents, forest-related industries support over 14 million
Indonesians.

A total of 143 million hectares of forest area, or 74 percent of Indonesia's total land area, is under the
jurisdiction of the Ministry of Forestry. This is an enormous area to survey and administer. One solution to
lighten the government's burden would be to turn the administration of the production forest areas over to
the people who would benefit most: the timber companies.

Two decades ago, such a proposal would have been unthinkable. But as timber products develop into
Indonesia's second largest export, and with scores of multi-million dollar plywood factories and pulp mills
on the books, the bottom line on the balance sheet is clear. The very forest leaseholds we are harvesting
today must be harvested again in 35 years to ensure a constant supply of raw materials. The continued
profitability of Indonesia's timber companies is now directly dependent on the continued viability of our
rainforests.

The private sector can complement the government's efforts-and in Indonesia it has done so-in at
least six areas:

Forest Administration and Maintenance. The timber companies through their associations are willing
and able to assume many of the forest maintenance and administrative functions which are currently the
responsibility of the government. At least the 64 million hectares designated as commercial production
forest could be managed by the private sector.



The Institutional Environment 25

National Forestry Inventory. One important function would be to survey the 64 million hectares of
Indonesia's production forests. Much of this vast expanse of rainforest remains uncharted. The private sector
has through the Association of Forest Concessionaires sponsored nationwide aerial photography surveys,
satellite image processing, and ground verification to determine the precise area of forested land and species
distribution. With this comprehensive data base, in the form of aerial photomaps, supplemented with
uncontrolled mosaic maps, contour and vegetation interpretation, the government will be in a better
position to update and refine the general policy regarding the archipelago's forests.

Research. The forest industry can sponsor much of the basic forestry research itself, as this will translate
into profit somewhere down the line. In Indonesia, the research efforts of timber industry are coordinated by
the Indonesian Forestry Community to increase efficiency and eliminate expensive duplication of effort. The
Indonesian Forestry Community is also instrumental in cementing research cooperation with foreign
institutions and agencies. Research programs being implemented include investigation of lesser-known
species, increasing yields through effective forest management, improving log transport to reduce wastage,
propagation of dipterocarps, commercial production of micorrhiza, and determining the right species for
certain timber estates areas.

Human Resources Development. Private industry can play a role by setting up in-house training
programs, technical studies institutes, and scholarship programs for overseas study. The Indonesia Forestry
Community provides scholarships to forestry students at several national universities: this is combined
with on-the-job training for final-year students to familiarize them with their future employment.

Timber Estates Transmigration. The Indonesian transmigration program is designed to shift farmers
from overcrowded Java to the relatively underpopulated outer islands like Kalimantan. This is a massive and
expensive undertaking. The private sector's timber estate development programs take some of this burden
off the government. The timber companies build accommodations and other community facilities for
arriving transmigrants, who then work on the timber estates for a specified period. Their families are given
a piece of land to work on. An additional one hectare is planted by the timber company with rubber trees.
While the latex is for the transmigrant, the harvested rubber logs are for the company.

Public Information. To keep the environmental issue concerning the tropical forest in perspective,
public infornation activities are necessary. Although the government determines how Indonesia's rainforests
are used, the Indonesian Forestry Community feels obliged to provide the right information and to explain
and justify the government's rainforest policies to the world community. This is one area where the private
sector has assumed the public education role.

The potential wealth locked in our tropical rainforests is immense, so are the difficulties in releasing
those riches in a sustainable manner. Only through cooperation between the government, private industry
and the scientific community, can the rainforest help support the nation's development effort.

- Based on Mohamad Hasan (1992)

As the worldwide trend toward contraction in the size of government institutions continues,
the private sector option undoubtedly will enter into deliberations. "Privatization" is one of
the tools that has been used to transfer some of the traditional government functions to the
private sector. It often involves the transfer of all or part ownership in state-owned enterprises
(such as timber corporations) to the private sector. In many of the industrial countries (eg,
Canada, Japan, New Zealand, Sweden, and the United States), the private sector plays a key
role in forest management.

Another option governments have to improve the effectiveness of its public sector is
"decentralization." Decentralization implies moving both responsibility and accountability
for decision-making further down the organization toward provinces, states, districts, and
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Box 3.4. Devolution of Forestry Functions: The Philippines Experience

The Local Govermment Code of 1991 conferred power and authority by the national government upon
the local government units (LGUs) to perform specific functions. In response, the Department of
Environment and Natural Resources (DENR) in Manila began to devolve some of its functions on the
conservation, management, and protection of the country's natural resources. Some 1,000 staff members of
the DENR are being reassigned to LGUs to enable local authorities to undertake the new responsibilities.
These are to be accompanied by the transfer to LGUs of DENR's budget, assets, and records that correspond
to the department's devolved functions and programs.

However, there has been limited transfer of the resources from the national government to local
authorities, even though the deadline for effecting devolution has been changed twice, the latest to December
31, 1992. Some critics believe the DENR is reluctant to devolve functions and personnel, while local
govemments would rather have the funds and not have to accept the devolved DENR personnel. In fact, 85
percent of the LGUs recently surveyed requested deferment of the devolution citing lack of clarity on the
new responsibilities of local authorities, lack of financial capability, inadequate office space to accomodate
new staff, complexities in administrative arrangements, and so forth.

The postponement of devolution has highlighted problems in three main areas:

Legislative and administrative. The government did a good job of enacting the legislation and
enumerating the functions and services to be devolved through an administrative order (called 'Guidelines for
the Implementation of Devolved Functions'). However, confusion has prevailed among LGUs on the
functions to be devolved (particularly the delineation between provincial and municipal authorities) and on
the new responsibilities of the local chief executives. Lack of a fuller understanding of the devolution
process and the implications has been the most serious handicap to its implementation.

Institutional. The basis for devolution has not been clear, particularly to some LGUs and NGOs. Were
the capacities of LGUs and NGOs to absorb the new functions reviewed before deciding on devolution?
NGOs have alleged that DENR programs that are community-based and lacking adequate funds are being
transferred to LGUs, while foreign-assisted projects are being retained by DENR. Some of the devolved
DENR personnel were being assigned tasks (eg, manning check points) unrelated to their field of expertise.
The inadequacy of trained human resources at local levels is regarded as a serious constraint in the
implementation of devolution.

Financial and budgetary. The govemment has earmarked 11.75 billion pesos (US$470 million) from
intemal revenue for the implementation of devolved functions, of which 81 million pesos (US$3.2 million)
had been transferred to LGUs as of June 1992. In addition, local govemments have been given the authority
to collect revenue through taxes, royalties, and fees from mineral mining, fishery, forestry, and other natural
resources. Nevertheless, the possibility of inadequate funding support continues to be a serious concern
among local government officials, one that could imperil the sustainability of devolved DENR programs.

To eliminate confusion, and provide clarification on the ambiguities of the local govemment code, a
national seminar was held in Manila August 26-28, 1992 cosponsored by DENR, the South-East Asian
Regional Center on Agriculture (SEARCA), and the Economic Development Institute (EDI) of the World
Bank. Several recommendations were made at the workshop to strengthen the devolution efforts.

- Based on seminar report
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villages, depending on the objective. It means moving decision-making away from the center,
the traditional source of power (Maguire 1992). In Indonesia, the government is planning to
decentralize at least 10 percent of the functions performed by the Ministry of Forestry to
provincial authorities. In the Philippines, about 1,000 staff members of the Department of
Environment and Natural Resources (DENR) are being transferred to local government units
(see Box 3.4).

The forestry sector has undergone enormous changes in the past 40 years, but public
sector institutions have been slow to adapt to these changes. However, changes are inevitable
in the face of shrinking financial and human resources and increasing concerns over
traditional and newer roles of forestry. The challenge lies in anticipating and managing
change. Some governments have attempted to respond to these challenges by restructuring, or
proposing to reorganize, Forest Departments as in Indonesia, Thailand, Myanmar, China, Lao
PDR, Papua New Guinea, and the Philippines. Other countries could learn from these actions,
by asking the central question: What role should public sector Forest Departments play in the
21st century?
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The Technological Environment

Technological Issues Limiting the Successful Management of
Natural Tropical Forests

The natural forests have been managed in the past five decades mainly for optimizing the
yield of timber, and for improving the regeneration of the stands of tree species that are
commercially valuable. The two management systems widely used are the monocyclic and
polycyclic systems. Monocylic, or shelterwood systems, rely on removing all commercial trees
and tending the forest to enable the regrowth of seedlings into mature crop in 60 to 80 years.
Polycylic, or selective systems, are based on repeated harvesting of mature trees of a certain
diameter, and leaving the smaller trees to mature for the next cut in usually about half the
rotation age of the monocyclic system. In Asia, the prevailing logging method is selective
felling based on diameter limits, and this is argued to be a polycyclic system.

Whichever system is used, the concept of sustained yield management remains the guiding
principle, noted Dr. Wan Razali Wan Mohd. of the Forest Research Institute Malaysia in his
presentation on the technological issues.3 Overall, many believe that sustained yield
management of tropical forests is technically possible, and the technical constraints, while
they exist, are far less severe than political, economic, and social constraints (FAO 1989).
Some of the nontechnical issues include population growth, excessive dependence on timber
revenue, limited forestry budgets, bad land use planning, and so forth. However, even though
technically feasible management systems exist, these have been rarely practiced: worldwide,
fewer than 1 million of the 828 million hectares of the remaining productive tropical forests
in 1985 were managed sustainably (Poore and others 1989).

Technological Constraints

One of the technological constraints to sustainable management is the complexity of
tropical forests. The diversity of tree species has limited the success of management practices
developed under low biodiversity environments of European forests. The complexity of
tropical forests create problems for the forest manager. Uniform management systems are out
of place: for instance, the Malayan Uniform System developed for regenerating dipterocarps
in the rich lowlands of Peninsular Malaysia cannot be applied to hill forests, which comprise
the bulk of production forests now. Even the less complex forests-such as sal and teak-face
human pressures, even though they are known to be biologically robust. Moreover, the forest
manager may find that logging disturbs the complex ecosystem in the tropical forests, the
impact of which cannot be predicted easily, or determined accurately.

Lack of reliable data, and inadequate knowledge of forest growth, are also constraints.
Incomplete data on the value-realized and intangible-of natural forests can lead to poor
land-use classification and often conversion to plantation crops, and other uses. Much of the
growth data presently available come from small plots, often not representative of the forest,
and measured for a limited time (frequently, less than half the cutting cycle). Moreover, the
early growth rates, usually high as a result of forest opening, can decline after the first few

3. Wan Razali Wan Mohd. "Technological Issues Limiting Successful Management of Natural Tropical
Forests."
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years. For example, tree growth in hill dipterocarp forests in Peninsular Malaysia averaged
0.8-1.1 cm diameter in the first three years following logging, and declined to 0.5-0.9 cm by
the fifth year, and 0.4-0.52 cm/year fifteen years later. The overoptimistic growth data, based
on the early years, led to cutting cycles that were far too short.

Improper planning, controls, and execution of tree harvesting-which lead to excessive
damage to the residuals-constitute another set of limitations. Exacerbating the damage
problem is the excessive use of heavy equipment and wrong type of extraction methods,
particularly on steep slopes. Such wrong usage can result in severe soil compaction and
erosion. Viable alternatives to existing logging technologies need to be considered, and the
ecological or silvicultural implications of these technologies investigated (see Box 4.1).
Controls over harvest volumes, extraction practices, and adherence to logging guidelines need
to be strictly enforced. The management of natural tropical forests requires sound logging
and harvesting plans not only to contain damage to the residuals, but also to improve the
regeneration, growth, and yield of the forest. Premature harvesting of regenerating forests, or
overharvesting, need to be avoided to prevent permanent damage to the forest.

Box 4.1. Harvesting Methods in Southeast Asia

The severity and type of damage in logging areas varies with felling intensity, but is greatly influenced
by the log extraction system utilized. Tractor logging predominates in Southeast Asia and it is on this
extraction method that most data on logging damage are available; the ecological effects of using winch
lorries, high-lead logging, and skyline systems all need to be explored. Pit sawing, chainsaw mills, and
portable band saws used in conjunction with extraction of sawn timber by farm tractors, beasts of burden, or
hurman power is proving to be a viable alternative to more capital-intensive logging methods in some areas.
To date, however, neither the ecological nor silvicultural implications of such low-intensity methods have
been investigated in the region.

As logging is increasingly relegated to areas with steep terrain, interest in cable logging systems is
growing. High-lead logging has been, and continues to be, used in a few concessions in the region.
However, fairly high costs and maintenance problems along with evidence of severe damage to soil and the
residual stand are causing loggers to turn toward other methods. Skyline systems in which the logs are lifted
off the ground and moved horizontally on a cable supported by two spars are being tested in the Philippines
and are attracting attention elsewhere. If properly employed, logging damage associated with skyline
systems can be much lower than more conventional systems.

Cost-effectiveness, however, needs to be determined before skyline systems are widely adopted. Lack of
road and skid trails is an obvious advantage of skyline logging, especially in steep terrain, but post-logging
access for the purpose of silvicultural treatments is thereby reduced.

- Based on Putz and Ashton (1992)
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Box 4.2. Forestry Research Expenditures and Economic Returns

Expenditure on forestry research in the tropical regions was about $250 million in 1990. In comparison,
the United States Forest Service alone spent $180 million on research that same year; and total expenditure
on agricultural research in developing countries was around $3 billion.

As a proportion of the value of forest products, the forestry research expenditures in developing countries
fall in the range of 0.05 to 0.12 percent, considerably below the share of agriculture, and about five times
lower than the comparable figure for forestry research in developed countries.

Technology research is an important source of productivity growth. In World Bank-assisted forestry
projects that had research and other technological improvements as components, increases in production
were found to be in the 6 to 50 percent range, with incremental rates of return reaching 30 percent or more.
The following benefits from past forestry research in developing countries provide reassurance that increased
investment in research has the potential to pay handsome returns:

/ Research in Malaysia has permitted that country to increase the number of species it uses
commercially to more than 100 and contributed in a major way to the five-fold increase in rubber yields
achieved since 1920.

/ Genetic improvement research over the past 15 years in Brazil has resulted in eucalyptus yields that
have doubled from 30 to 60 m3/hectare per year.

/ Provenance studies of two species of Central American pines (Pinus caribaea and P. cocarpa)
indicate that knowledge is already sufficient to increase productivity of these two planted pines by 30
percent.

There is growing recognition of the high pay-off that can be earned from investment in socioeconomic
policy research aimed at increasing the understanding of the underlying causes of deforestation and of
incentive policies that will encourage improved conservation of forest resources. This type of research will
feature prominently in the agenda of the recently established Center for International Forestry Research
(CIFOR) in Bogor, Indonesia.

- John Spears

Forestry research is not supported by adequate funding. Expenditure on forestry research
in the tropics is about $250 million a year, or 0.05 to 0.12 percent of the value of forest
products. In India, forestry research expenditure is less than 0.01 percent of the value of
forest products consumed each year; in Malaysia, it is about 0.02 percent of the timber
export. In contrast, the total expenditure on agricultural research was $3 billion in 1990. In
Asia (excluding China) fewer than 1,000 scientists work in forestry compared with 5,000 in
rice research alone (World Bank 1992b). Part of the reason for the neglect of forestry
research is the long gestation (frequently 20-40 years) inherent in such work, even though the
returns to research are known to be high (see Box 4.2). Additionally, valuable long-term
observations are forgotten or lost, and known research results not applied. For instance, many
of the timber stand improvement practices, like girdling of derelict trees, liberation thinning,
and climber cutting have been unsatisfactorily implemented. Large areas of logged forests
remain untreated.
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Box 43. The Cost of Not Adopting Technologies-An Example from India

In a recent exercise in Andhra Pradesh, India, outdated nursery practices were identified as one of the
main impediments to forestry development in the state. These practices were detrimental to both public and
private plantings, as farmers often obtained their seedlings from government nurseries. Poor seedlings led to
poor physical yields and, therefore, to low financial returns. Low returns dampened the private propensity to
invest in forest plantations.

Let us look at a typical eucalyptus plantation of 1,700 plants per hectare. The incremental cost of using
improved nursery techniques--such as the substitution of root trainers for polybags and culling of
seedlings-is about Rs.8,500 (US$285) per hectare. While traditional practices yield 7 m3/ha per year, the
improved technologies generate about 20 m3/ha-an incremental rate of return of 34 percent. This is an
extremely attractive incentive to invest in plantations.

The case illustrates why farmers in other parts of India have been willing to pay up to 10 times the price
charged by public sector nurseries to acquire quality seedlings from private producers. It also explains why
casuarina plantations in the eastern part of Andhra Pradesh, where relatively high-quality seedlings from
private nurseries are available, have prospered without government subsidies.

Over the years, publicly sponsored eucalyptus plantations have expanded to 110,000 hectares in the
state. Even if a proportion of these plantings are on poor lands that yield-with improved technologies-12
to 16 m3/hectare of wood (against 20 to 25 m3 on private farms), the retums would reach 15 percent to 20
percent respectively. This is higher than the opportunity cost of capital, which in India is about 12 percent.
Or to look at it from another angle: obsolete practices have cost A.P. state between Rs.2.1 and Rs. 3.8
billion. This is equivalent to US$73 to US$127 million, assuming yields of 12 m3/ha for the former, and
16 m3/ha for the latter.

The inescapable conclusion is that high economic benefits are being sacrificed by private investors and
society by not adopting relatively simple, known, but substantially productive nursery technologies.

- Arnoldo Contreras-Hermosilla

On the one hand, inadequate financial investment in research and development has been
attributed to slow progress in several areas. Dr. Wan Razali Wan Mohd. identified these areas
as: genetic tree improvement, ecologically sound silvicultural and management practices,
appropriate technologies for the economic recovery of harvestable timber, and
commercialization of nontimber forest products. On the other hand, these limited funds have
not always been spent wisely. Most of the money has gone for research, not enough for the
dissemination of research results-even though it has been estimated that technology transfer
requires ten times the funds needed for the actual research. The costs of not adopting
available technologies can be extremely high (see Box 4.3).

In the plenary discussion, seminar participants voiced their opinions on the problem areas
that could be taken up by research. They expressed disappointment with the selective logging
systems in the region and called for improvements in the technology of selective cutting,
information on better extraction methods than presently used, and better data on treatments to
enhance the growth of residual forests. The complementary role of plantation in
compensating for overcutting in natural forests was recognized. There was enthusiasm for
applying the planting techniques of native dipterocarps in plantations, logged over forests,
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and reforestation programs, as demonstrated by Dr. Willie Smits in East Kalimantan,
Indonesia. Participants suggested that EDI support a field trip to East Kalimantan for forest
researchers and extensionists to review the research results in this field. (A field trip was
organized November 8-10, 1992 by the Indonesian Ministry of Forestry, Tropenbos-
Kalimantan, and EDI as a follow-up to the seminar recommendation.)

The Indonesian Selective Cutting and Planting System

Although clear felling with natural regeneration and clear felling with replanting are
allowed by decree in Indonesia, only selective felling, called the Indonesian Selective Cutting
and Planting System is applied widely. This method, known locally as TPTI (Tebang Piih
Tanam Indonesia), replaced an earlier method (the TPI) in 1989. This was derived from the
Philippines Selective Logging System. Variations of this selective felling is now widely
applied throughout tropical moist forests in Asia and the Pacific. In Peninsular Malaysia, it is
called the Selective Management System.

The TPTI is based on the assumption that if an adequate stand of sound commercial trees
of 20 cm diameter at breast height (dbh) or more are left as residuals after logging, they will
become economically harvestible timber in 35 years after logging. The TPTI prescribes
logging to a prescribed size limit (53 cm dbh in Indonesia at present); liberation thinning to
release nucleus trees for re-seeding and regeneration; planting of seedlings to enrich the stand
if necessary; and subsequent tending and liberation thinning.

Even though selective felling has become the prevalent practice in managing dipterocarp
forests in Asia, and is fervently advocated by many a local Forestry Department in the region,
its validity has lately been questioned. Indeed, it has been argued that the selective fellings are
devoid of the ecological basis for managing dipterocarp forests (Appanah and Weinland
1991). Some of the basic assumptions of selective fellings which are being called into
question (World Bank 1993) include:

i The growing stock left for the second cut may be suppressed individuals with small
crowns and thin stems, and may suffer breakage following opening of forest.
Alternatively, the individuals may be inherently slow growing ones.

/ The 25 nucleus trees per hectare to be left behind to form the next crop are not always
available. They may also be difficult to secure because in virgin stands intermediate
classes of commercial species are usually absent; if available, they are often heavily
damaged during logging, and will either perish or not grow with the expected vigor in
subsequent years.

/ The regeneration of young commercially viable trees needed for sustainability may be
inadequate; if present, these trees may be patchily distributed. Silvicultural tending to
release the young trees are seldom applied, and when done, may be too late for
effectiveness.

$ Although considered simple in theory, at an operational level selective fellings (such as
TPTI) are extremely complex. It is difficult to control logging operations closely to
minimize damage to the small residual trees. Logging damage to residuals usually
amounts to about 35-50 percent, and even higher on hilly sites (where much of current
logging is confined).

/ Selective fellings also increase the temptation to relog a regenerating stand
prematurely. Incomplete initial operations, highgrading, changes in acceptability of
species or size limits result in early reentries. These reentries are illegal and destroy the
sustainability of the residual stand.



34 Forestry Management for Sustainable Development

/ Selective fellings-including the follow-up monitoring requirements they impose-are
too demanding of forest managements skills, which are in short supply in the region.

The selective felling system may no longer be adequate to manage large areas of tropical
forests. A similar conclusion was reached regarding the Selective Management System
practiced in Peninsular Malaysia (Appanah and Weinland 1991).

New Approaches to Management

A single silvicultural system cannot match with a resource as broad and variable as the
tropical moist forest (Appanah and Weinland 1991). Where intermediate size classes of
commercial species are depauperate, selective fellings cannot succeed. However, under the
situation prevailing in the region, short of a drastic change, some improvements to selective
fellings may help. These include directional felling, and better extraction methods to reduce
logging damage, prohibiting premature reworking of areas, leaving seed trees in even
distribution, minimizing roadage and log landings, planning for roads and skidding set-ups,
and reforesting completely denuded sites (e.g. log landings). Appanah and Weinland (1991)
contend that adhering to a single system limits the options; they promote application of a
variety of systems that are specific for the site.

Putz and Ashton (1992) also believe that a single silvicultural system cannot sensibly be
mandated for the moist tropical forests. They advocate the move, where applicable, toward a
60- or 70-year shelterwood system, based on seedling regeneration. This can be more cost-
effective than selective fellings. The Indonesian Ministry of Forestry has acknowledged that
such a monocyclic prescription may be feasible in that country. In the Indonesian Tropical
Forestry Action Plan, it is stated a move to the longer cutting cycle would shift the sustainable
annual cut from 38 million m3 per year, to 31 million m3. The latter figure is believed to
approach the current sustainable cut.

Another attractive solution proposed is enrichment planting for heavily logged dipterocarp
forests (Smits 1993). The forest is planted twice, initially with an overstory building-phase
species, and then with dipterocarps. The fast growing trees can be harvested for timber or
paper pulp after 15 years. The dipterocarps, released from shade suppression and root
competition, can then grow to harvestable size in 50 years. Enrichment planting (or line
planting) was tried in the dipterocarp forests in Peninsular Malaysia in the 1970s. A survey
conducted in 1972-73 found the survival rates of enrichment planting to be poor, though
there were some areas where it was a success; overall, the degree of success was not
commensurate with the cost of investment (Appanah and Weinland 1993). However, Smits'
model approaches plantation forestry in the intensity of management and alteration of the
forest composition and structure. Previously, enrichment planting was done with plants raised
from seeds or wildings. But Smits (1993) contends that dipterocarps can be propagated from
cuttings and inoculated with root mycorrhiza using special techniques he has developed in
East Kalimantan, Indonesia. The success of the Smits method would call for a further review
of the enrichment planting model. Demonstrations of the propagation method, large-scale
trials with the propagules, and economic evaluation of the plantings are urgently needed. An
issue that needs to be addressed is the technical feasibility of harvesting the building-phase
trees without much damage to mature-phase trees. Another issue that could be considered is
the conversion of some areas of imperata grasslands into dipterocarp forest (see Box 4.4)
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Box 4.4. Rehabilitatng Imperata Grasslands

About 100 million hectares of grassland in Southeast Asia that were once forest, or under some form of
agriculture, are now colonized by Imperata cylindrica (Spears 1993). Indications are that the noxious weed
is taking more land out of productivity every year. Of course, good imperata sites can be rehabilitated by
using either chemicals or vegetative cover crops, but at a price. In a number of projects, particularly on
some of the westem islands of Indonesia, grasslands (called alang-alang) are being rehabilitated and put to
production for cash crops (eg, rubber), or retumed to agriculture.

There is another side to the imperata problem which needs review: its hazard to the remaining primary
forest, or even to logged-over forest. Grass fires common in imperata areas (imperata is a fire-climax
species) will not cause primary forest to burn because they do not become hot enough. However, there is
evidence that secondary forest will ignite and cause severe damage to the residual trees. Such fires could also
become hot enough to ignite the primary forest. The interfaces between grassland and secondary forest, and
between secondary forest and primary forest are becoming longer each year. It would be prudent to review
whether imperata is spreading at an unwelcome pace and whether or not it is a hazard to forest
sustainability.

Imperata sites will vary from being genuinely poor to quite good, but regeneration to other climax
associations is interrupted by the efficiency of imperata as a colonizer. Good accessible sites can be
reclaimed for agriculture or cash crops, and there are many projects tackling these sites. Remote areas could
be reclaimed for tree plantations of either short rotation species for industrial cellulose, or long rotation
species (e.g., Gmelina arborca or Paraserienthes falcataria) for veneer or construction woods. Some sites
could possibly be returned to dipterocarp forest, though the potential for using the techniques developed by
Dr. Willie Smits in East Kalimantan would probably be best employed in logged-over forests where there
may be possibilities of suitable soil micro-organisms to support the dipterocarps.

- Norman Jones





5
Conclusions and Recommendations

The central message to emerge from the seminar is that natural forests have multiple uses
and multiple users. These forests have value to society for more goods and services than just
timber. Other benefits include nontimber products, environmental services, aesthetic beauty,
and conversion of some land for agricultural or livestock. Therefore, natural forests need to
be managed for multiple use.

The principle of multiple-use recognizes that a variety of goods and services can be
produced from the same land, either simultaneously or serially, and that such management
can greatly increase the net value of the forest (Panayotou and Ashton 1992). Figure 5.1
presents an overview of the factors that must be considered when devising multiple-use
management plans for natural forests.

Multiple-use management does not imply that all possible forest uses should occur in the
same place at the same time. There will, undoubtedly, be some conflicts in the uses, and many
trade-offs involved. Forest managers will have to resolve these conflicts by encouraging some
uses, while discouraging others. They will need to consider the costs and benefits of each use
to determine the optimal mix of differing uses on a single forest plot (Panayotou and Ashton
1992).

A second message to emerge from the seminar is that the demands placed by society on
forestry institutions have changed in the past four decades, but the forestry institutions remain
unprepared to cope with these changes. In addition to basic forestry practices of the past (eg,
protection, management, harvesting, and regeneration of forests), Forest Departments are now
expected to deal with the new agenda arising out of national legislations, international
commitments, and pressures from local citizens' groups (e.g., protection of forests for
biological diversity, soil erosion, community management, etc.) Few foresters have been
trained in these new areas.

The principles of forest management need to be redefined-from tree management to
ecosystem management in which people play the most significant role. Expertise should be
brought in from other disciplines-ecology, sociology, economics, law, community
organization, institutional development, and so forth-to meet the new demands on forestry
to protect the environment and the forest dwellers.

A third message that emerged was that Asian forests are in crisis: by current trends nearly
half of the original 725 million hectares will disappear by the year 2000-most of them in
India, Nepal, Philippines, Sri Lanka, and Thailand. The current establishment of plantations
might ease the demand for fuelwood and timber, and the investments in reforestation perhaps
reverse the current situation in the next few decades. However, unless forests are seen in new
light-as having an economic value to individuals, local communities, and national
governments; and can be used to fuel economic development and alleviate poverty-the
investments may not have a salutary effect and Asian forests will remain in crisis.

The Three Failures

Behind the crisis in Asian forestry lie three major failures. These failures are associated
with economic policy, institutional change, and technological improvement. The seminar on
"Forestry Management for Sustainable Development" focused on the problems and
solutions relating to these three themes:
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The failure of economic policy has been attributed to the divergence between private and
social costs. Those who destroy forests-whether for agriculture, fuel, or logging-and enjoy
private benefits, do not pay society the full cost of their actions. These actions frequently
result in soil erosion, loss of biological diversity, or release of carbon dioxide from forest
fires. It might be necessary to internalize the costs of some of these externalities.

To discourage ecologically damaging harvesting methods, and to promote sustained-yield
management practices among loggers, the stumpage fees need to be increased to match the
full replacement cost of felled trees and also to capture maximum rent. A refundable
performance deposit-equivalent to the estimated net profitability of logging-might help to
squeeze out the windfall profits and make logging an enterprise offering normal rates of
return. Reforms in concession policies were recommended, to provide for: security of
licenses up to at least the second cut, legal transfer of licenses to enable consolidation of
ownership, and full responsibility by concessionaires for all logging actions. A clear
definition of property rights, particularly customary and community rights, is essential to help
protect the forest dwellers and the natural forests.

The restrictions on the export of logs-referred to as "cheap log" policy-is a politically
sensitive topic in several countries. There is belief that a "log ban" can generate more
employment, increase government revenue, enhance value-added in processing, protect
"infant" wood industries, and safeguard the environment. A number of participants were not
swayed by the World Bank's economic case against the ban on log exports (see Box 2.1). Log
ban is politically popular in Indonesia, Peninsular Malaysia, Philippines, and Thailand; this
policy is unlikely to be reversed in the near future.

The failure of forestry institutions to anticipate and adjust to new demands by society is
noticeable in the near absence of change in the structure and functioning of these institutions
in the past 40 years. However, during the 1990s and in the 21st century, these institutions will
face increasing pressure to do more in basics (such as, protection, management, harvesting,
and regeneration of forest) and in new agenda items (such as, biodiversity, watershed
management, etc.). Judging by worldwide trends, the financial and human resources available
to perform these tasks are likely to remain constant, at best, or possibly decline in real terms.

In view of these limitations, the central question is: What role should Forest Departments
play in the 21st century? Seminar participants acknowledged that institutional changes are
already at their door-step and that many of the responsibilities currently shouldered by Forest
Departments will have to be shared with others. The "others" include nonforestry public
sector institutions (in the field of environmental protection, biodiversity, agroforestry), the
private sector (in planning, management, and harvesting of forest), and local communities
and/or NGOs (for help with nontimber products, community forestry, and forest protection).
In the 21st century, Forest Departments might be required to confine themselves to policy-
making, regulatory, and monitoring roles; other tasks could possibly be performed by the
private sector, community organizations, NGOs, consulting firms, and so forth on a contract
basis.

Technological failures were placed in three categories: inadequate knowledge of forest
growth and inadequate understanding of the complexity of tropical forests; improper
planning, controls, and execution of tree harvesting; and poor research and/or ineffective
application of research results. However, technological constraints are less severe than social
and political constraints. Sustained-yield management of tropical forests is technically
feasible, even though its practice has been rather limited.

Several solutions to the technological problems were discussed at the seminar. First, funds
need to be increased for forestry research in priority areas (e.g., tree genetics, sustainable
management systems, and better harvesting methods). Some of the research in these priority-
areas could be initiated by the newly formed Center for International Forestry Research
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(CIFOR) in Bogor, Indonesia. Second, improvements are needed in disseminating known
research results, particularly at the national and provincial levels. The initiative taken under
the Forest Research Support Programme for Asia and the Pacific (FORSPA), Bangkok,
Thailand to network with national research centers and provide research results on CD-ROM
is a good beginning to make research information available in the field. Finally, the use of
low-impact harvesting methods to limit logging damage, the application of multiple
silvicultural regimes, and employment of enrichment planting for logged-over areas are some
of the new approaches available to manage natural forests on a sustainable basis.
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