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Taking the Policies to the Forest

ccording to the report by Poore and

Thang on progress towards ITTO's

Y ear 2000 Objective(TFU 10/2), most
ITTO producer countries now have the
legislation and policies in place to achieve
sustainableforest management. Thenext stepis
to put them into practice.

Thisisnot easy. Many countrieshavelimited
resources with which to enforce even the best
forest policies. lllegal and unethical practices
by sectionsof theforestindustry areperpetrated
both in the forest and along the trading chain,

An Amerindian ranger uses a global positioning system during a strategic
inventory of the lwokrama Forest, Guyana, work partly funded by ITTO
project PD 10/97 Rev.1 (F). Such inventories are an essential part of a
wider framework for the introduction of sustainable forest management
(see page 2). Photo: © FotoNatura

the latter often involving importers based in
consumer countries; such practices actively
hinder the introduction of sustainable forest
management. Worse still is the widespread
poverty in many tropical countries, which
remainsthesinglebiggest obstacletothesecurity
and integrity of the forest estate.

Well-intentioned foresters at thefield level
face another barrier caused, paradoxically
enough, by the sprouting of guidelines and
criteria and indicators at the national, regional
and global scales. ITTO has contributed itsfair
share of these: it was, in
fact, a pioneer in the
development of many.
They haveplayed amajor
role in bettering forest
policiesand laws, but are
they adequate for field
implementation?

A study by Cassells
and Hall, reported in
this edition (pp 2-4),
has found widespread
support among forest
practitioners for ITTO's
guidelinesbut adesirefor
them to be simultan-
eously synthesised and
made more specific to
local circumstances. The
authorspresent apossible
framework within which
appropriate field-level
training and information
can be provided that
is both relevant to
local circumstances
and consistent with
international standards.
At its 29th meeting
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2000/3

(30October—4 November 2000), the International
Tropical Timber Council will discuss how to start
puttingthereport’ srecommendationsintopractice.

ITTO is aready bringing its criteria and
indicatorstothefieldlevel by providingtrainingin
their application (report next issue). And it
continuesto fund awide range of projectsaiming
to implement and demonstrate sustainable forest
management (pp 10-11).

Forest management auditing — certification —
is one way of evaluating efforts to achieve
sustainable forest management. A report by
Nsenyiere and Simula (pp 5-7) recommends the
development of guidelines to assist countries in
setting up their own forest management auditing
systems. Simulaand Baharuddinhavesubseguently
been engaged to develop guidelines “for a
framework of auditing systems for sustainable
forest management”. An expert panel to be
convened this October will consider the draft
guidelines and present itsfindingsto the Council .

Also on the agenda for the coming Council
sessionisthePoore& Thang report. Theoutcome
of the debate on this could have alarge influence
on the future work of the Organization; it seems
clear that the private sector —which, after all, does
most of the work in the forest — must be engaged
more completely if significant progress is to be
madeontheground. Council del egatesthemsel ves
will certainly need to cover plenty of territory this
coming October.

Alastair Sarre
Editor
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A Structure for Sustainability

The time is right for the
development of a
comprehensive framework and
practical working manuals for
sustainable forest management

by David S. Cassells and
Clayton A. Hall

Iwokrama International Centre for Rain Forest
Conservation and Development, 67 Bel Air -
Georgetown, Guyana

TTO'svariousguidelinest and criteriaand

indicators> were ground-breaking initiatives

that stimulated a host of regional and
international effortsto promotesustainableforest
management in different forest types. They also
contributed to thedevel opment of theprinciples
and criteria underlying many existing forest
certification systems. However, over the last
few years, a number of discussionsin ITTO-
related forums have focussed on the need to
updateaspectsof thisimportant technical series.

1 ITTO Guidelines for the Sustainable Management of
Natural Tropical Forests (1990)

ITTO Guidelines on the Conservation of Biological
Diversity in Tropical Production Forests (1993)

ITTO Guidelinesfor the Establishment and Sustainable
Management of Planted Tropical Forests (1993)

ITTO Guidelines on Fire Management in Tropical
Forests (1997)

2 ITTO Criteria for the Measurement of Sustainable
Tropical Forest Management (1992); ITTO Criteria
and Indicatorsfor Sustainable Management of Natural
Tropical Forests (1998)

In the light of these discussions, the
International Tropical Timber Council (ITTC)
authorised a study to “make a proposal for the
development of a comprehensive framework
for guidelines and practical working manuals
covering all relevant aspects of sustainable
tropical forest management, including reduced
impact logging, rehabilitation of degraded
forests and forest lands and the management of
secondary forests taking into account other
existing TTOguidelines’ (Decision6 (XXVII).

We conducted this study; the consequent
report was presented tothe | TTC' s 28th session
last May and will be further considered at its
29th session in November. To encourage wide
input into these discussions, this paper
summarises the report’s key findings and
recommendations.

‘... the majority [of practitioners]
felt that the existing ITTO
guidelines, though imperfect,
wer e adequate. The highest
priority, they said, should be on
implementation, monitoring and
evaluation so that forest
manager s could learn by doing.’

Current Views

The study involved a desktop review of
ITTO documents and those of other agencies
and organisations. This was supplemented by
discussions with experienced tropical forest
management specialists and a series of one-day
workshops in selected centres in which
experienceswiththeimplementation—or lack of
it—of sustai nableforest management wereshared.

Experiences with ITTO guidelines

ITTO's various guidelines have raised
awarenessabout sustai nabl eforest management
at the policy level and have influenced forest
policy and law reformin anumber of countries.
To date, however, there has been only limited
application of boththeguidelinesandthecriteria
and indicators and, hence, only limited impact
on field practice.

A common dilemma expressed to us by
practitionerswasawish for theguidelinesto be
more clear and concise while at the same time
providing more detailed and practical
information for forest managers. A significant

problem was the confusion caused by the
plethora of guidelines and related instruments
from the various international agencies and
national and international forestry processes.

Experiences with reduced impact
logging

Practitioners in all the countries visited
placed great importance on the development
and implementation of reduced impact logging
techniques. Many private-sector participants
suggested that the question of appropriate
harvesting techniques related more to
ingtitutional and incentive structures than to
technical field application. They also felt that
the cost of training for RIL was freguently
underestimated and that a long-term
commitment to on-going training was essential
for thewi descal eadoption of improved practices.
In anumber of countries, therole of small-scale
chainsaw loggers was a significant concern,
particularly where resources were held
communally or wheretenurerightswere poorly
defined.

Issues related to degraded and
secondary forests

It isclear that all producer regions contain
large and expanding areas of degraded or
secondary forests. These frequently have
considerable value for both human use and
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nature conservation because, unlike many of
the residual forest frontiers, they are often
strategically located in relation to markets,
human settlementsand transport infrastructure.
Emerging issues include:

e identifying and understanding the
underlying socio-political causes of forest
land degradation and secondary forest
formationandtheir likely impactson efforts
to manage or rehabilitate these ecosystems,

e understanding the relationships between
people and secondary forest ecosystemsin
terms of usage patterns, people’'s welfare,
local economies, and the functional
ecological and environmental rolesof these
ecosystems at various levels;

¢ developing an understanding of the
ecological and silvicultural requirementsof
tropical secondary forest management; and

¢ building on the substantial body of
knowledge about tropical secondary forest
use and management held by indigenous
peoples and farmers.

Experiences with community
participation

Thefailureof forest plannersand managers
to meaningfully involve local communities has
resulted in a lack of transparency that has
contributed to both deforestation and the
development of corrupt practicesintheforestry
sector. However, most practitioners felt that
progress in addressing this problem has been
constrained by the diverse, often conflicting
perspectives of the wide range of forest sector
stakeholders, includingindigenouspeopleliving
inor near forest areas. They thereforehighlighted
the importance of conflict management
proceduresaspart of acomprehensiveapproach
to participation.

Some practitioners felt that practical
guidelines to encourage effective participation
would beuseful. Othersfelt that awide range of
information on participatory processes was
aready available from a number of agencies
and that ITTO should focus on incorporating
guidanceon participationinall of itsguidelines.
Many saw aparticul ar needfor theestablishment
of demonstration forests that show viable
community-based operations involving small-
scale industrial wood processors.

Perceptions of key obstacles
Obstaclestothepracticeof sustainableforest
management identified in many countries

include continued deforestation, illegal
harvesting, poorly defined land ownership, a
lack of technical and human capacity for law
enforcement, and mixed signalsfromthemarket.
The latter were particularly important to the
industry.

Priorities for Accelerating

Progress

Some of the practitioners met during the
study feltthat thel TTO guidelinesseriesshould
beupdated to refl ect the broader experienceand
the deeper conceptual understanding of
sustainable forest management that has
developed over the last decade. However, the
majority felt that the existing ITTO guidelines,
though imperfect, were adequate. The highest
priority, they said, should beonimplementation,
monitoring and evaluation so that forest
managers could learn by doing. Key priorities
include:

e ensuringthat any revisionsor new guidelines
are simple and practical and focus on
applicability at the forest management unit
level;

¢ developing guidelines on the economic
aspects of sustainable forest management,

highlighting effective incentive structures
for the private sector that will ensure more
sustainable management and utilisation of
forest resources;

« developing regiona demonstration forests
where the cost and benefits of sustainable
forest management could be rigorously
monitored and accelerated, while well-
targetedtraininginkey aspectsof sustainable
forest management such as reduced impact
logging could be provided;

e developing new guidelines or other less
formal best-practice statements on the
management of secondary forests, reduced
impact logging, community participationin
forest management and the production of
value-added NTFPs; and

« fosteringthejoint devel opment of guidelines
and related instruments with other
international agencies and forest policy
processes to reduce confusion and foster
ownership at the national level.

The Suggested Framework
The proposed framework covering all

relevant aspects of sustainable forest

management is summarised in Figure 1.

Figure 1: A suggested framework structure for sustainable tropical

forest management
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The overall objective of the framework is
to focus on the implementation of sustainable
forest management in field practice — thiswas
clearly the major priority stressed by
practitionersin every country visited. Another
key objectiveof theframework wastoillustrate
the linkages between all the various elements
of the framework in a manner that recognised
the practice of sustainable forest management
asan adaptive management processof learning
by doing. The key elements of the framework
are:

e general high-level sustainable forest
management principles: this element is
designed to provide a concise statement of
the general principles of sustainable forest
management that will apply to planning
and development in all tropical forest
management situations,

« international benchmark guidelines: this
element covers ITTO's existing series of
guidelinesand isdesigned to provide more
specificinterpretations of what the general
principles mean in particular forest
management situations (eg natural forest
management and fire management);

« analytical forest sector reviewsfor national
forestry action plans and programs: this
element is designed to assist member
countries identify key gaps in policy,
practiceor informationneededtoeffectively
implement sustainable forest management
principles and/or the most relevant
international benchmark guidelines.
Analytical sector reviews provide a basis
for prioritising sector reform and
international assistance;

* national guidelines, codes of practice and
certification processes: this element will
assist member countriestotrand aterelevant
elements of international benchmark
principlesand guidelinesintomoredetailed
specifications to guide the continual
development of sustainable forest
management strategies, programs and
practices;

e Detailed field operations manuals: this
element is designed to provide detailed
operational instructions on the application
of national guidelines, codes of practice
and certification procedures in the various
forest types and forest management
situations within particular producer
countries;

« simplified field guides: this element would
provide concise, easy-to-usefield checklists
of the specific forest management tasks that
particular field operators (eg tree-markers,
tractor drivers) must perform; and

e criteria and indicators: the ITTO criteria
and indicators are a central element of the
framework. They providetool sfor assessing
changes and trends in forest conditions and
management systems in relation to key
elements of sustainable forest management.
The information generated from the
application of criteriaand indicators should
be used to evaluate progress in achieving
sustainable forest management and
identifying priorities for research or
improvements in forest management
planning and practice.

‘The framework was devel oped
asatool for accelerating
progress towards sustainable
forest management, not as a new
set of rulesto unnecessarily
complicate forest practice’

Conclusions and
Recommendations

Our report outlines proposals for the
development of a comprehensive framework
and practical working manuals on al relevant
aspects of sustainable tropical forest
management. Its major recommendation isthat,
after review, the Council should adopt the
suggested framework andtake stepsto encourage
its early application to accelerate progress with
the wider practice of sustainable forest
management in accord with the Year 2000
Objective. The framework was developed as a
tool for accel erating progresstowardssustai nable
forest management, not as a new set of rulesto
unnecessarily complicate forest practice.

The primary focus of the framework is on
field implementation, with policy development
initiatives strategically implemented to
proactively encourage adoption of sustainable
forest management principlesin field practice.
Key suggestionsin the strategy include:

« refining the suggested set of general
sustainable forest management principles;

developing a set of guidelines or another
less formal best-practice statement on
economic aspects of sustainable forest
management;

developing a set of guidelines on the
conservation, management and sustainable
development of secondary forest ecosystems
using the general sustainable forest
management principles as an organising
framework;

developing manuals on key considerations
for reduced impact logging and key
considerationsfor themanagement of small-
scale forest production systems,

working with the Food and Agriculture
Organization of the United Nations, the
Center for International Forestry Research,
the World Conservation Union—I1UCN and
other relevant agenciestodevelop astrategy
for promoting more effective community
participation in all aspects of sustainable
forest management;

providing earmarked allocationsin the Bali
Partnership Fundtoallow producer countries
toundertakeanalytical forest sector reviews
to identify key gaps in policy, practice
or information needed to implement
sustainable forest management;

providing earmarked allocations from the
Bali Partnership Fund to allow producer
countries to develop or upgrade national
guidelines, codesof practiceand certification
processesto accel erateprogressinthewider
application of sustainable forest
management in accord with the Y ear 2000
Objective; and

establishing an ITTO reduced impact
loggingtraining facility ineach of thel TTO
producer regions.



Developing Auditing Systems for SFM

A recent ITTO review
recommends national and
international action to improve
the auditing of sustainable
forest management

by E.O. Nsenkyiere and
Markku Simula?

1. Indufor Oy, Toolonkatu 15 E FIN-00100
Helsinki, Finland; Tel 358—(0)9-684 0110;
Fax 358-(0)9-684 2552; Email indufor@
indufor.fi

T he normative framework for
sustainable forest management
(SFM) is gradually becoming
comprehensive and the emphasis is shifting to
implementation. Auditingisan essential element
of implementation because it is a tool for
monitoring and verifying progress made by
countries and forestry organisations towards
the SFM goal.

In May 1999, the International Tropical
Timber Council requested the Executive
Director to engage two consultantsto conduct a
survey of existing auditing systems and/or
protocols for demonstrating SFM by drawing
on the experiences of the public and private
sectors of member countries and building upon
existing studies. Underlying this request was a
desiretoassist I TTO producer member countries
in developing their auditing systems for SFM.

Methodology

Dueto the pioneering nature of the study we
decided to give equal emphasis to auditing
proceduresin both public forest administration
and voluntary certification schemes. As little
information was readily available on public
sector arrangements, weconducted amail survey
targeting the 26 ITTO producer member
countries. A questionnairewasdevised and sent
to al countries, of which 16 replied. Twelve
countries provided information for the study
while the other four respondents expressed
stronginterestintheresultstoassistinimproving
their auditing arrangements. Weal so conducted
field visitsinfive countries (Brazil, Cameroon,
Cote d'lvoire, Ghana and Malaysia) to
complement questionnairedataby interviewing
national specialistsand by collecting additional
local data.

SFM as an Object of
Auditing

Auditing can be applied as an instrument of
policy enforcement, but itsroleismuch broader
than that. Increasingly, therole includes: i) the
internal monitoring of performance in forest
organisations (‘internal’ auditing); and (ii) the
external verification of compliance with
specified requirements for the purposes of
communicationtothemarket or other interested
parties (‘external’ auditing).

Thelatter isusually part of what isknown as
forest certification. The purpose of internal
auditingistoassist managementinachievingits
objectives, while external auditing ensures the
credibility of internal auditing work. Internal
auditing is complementary to external auditing
and, if well organised, reduces the costs of the
latter. The purpose of existing regional and
national setsof criteriaandindicators(C&1) for
SFM, such as those of ITTO, is to identify
aspectsof management that need to beaddressed
at the national or forest management unit levels
for theachievement of SFM. A number of ITTO
member countries have developed, or are
developing, their own C& | to suit their specific
ecological and socio-economic conditions.

Monitoring the implementation of C&l
presents a major challenge for auditing. The
reasons for this include:

e many ‘new’ aspects of forest management
need to be verified;

¢ informationontheindicatorsthat needtobe
measured may not bereadily available—the
assessment may haveto bemore qualitative
than quantitative; and

e broader than technical forestry skills are
needed in the assessment of environmental
and social criteria.

Ideally, although C&I will vary between
countriesthedefinitionsrelatedtotheprinciples,
criteria, indicators, verifiers and means of
verification used should beconsistent. However,
such consistency between ITTO members has
not yet been achieved. A particular cause for
concern is the common lack of a hierarchical
framework (see box) within which the different
concepts can belogically related to each other.

Existing Auditing Systems

The forest management auditing systems
currently employed by forest administrationsin
ITTO producer member countriestend to cover

only some of the elements of SFM. In those
countries where forest |egislation has not been
updated recently, the relevance of auditing
criteria is sometimes questionable. This can
lead to the ineffective use of scarce human and
financial resources allocated for supervision
and control. In some cases, strict adherence to
bureaucratic requirements and cumbersome
procedures could easily lead moreto corruption
than to effective law enforcement.

We draw several conclusions from our
review of the public sector audit systemsin the
countries participating in the survey:

1) current auditing systems are generally
inadequate for the effective monitoring of
forestry legislation enforcement in general
and of SFM in particular;

2) however, considerable progress is being
made to broaden the scope of public sector
forest management auditing. Theunderlying
normative manuals, handbooks and other
similar guidance documents play an
important role in this;

3) audit criteria do not yet cover all the
necessary elements for assessing SFM. So
far only (Peninsular) Malaysia has made a
comprehensivesystematicefforttothisend;
and

4) thereisagrowingtendency inpublicforestry
for outsourcing, which can be expected to
include auditing servicesaswell. However,
external auditing for other than certification
purposes has been rare to date.

Problems Related to
Auditing Systems

Countries face serious problems in
implementing their public sector auditing
systems for forest management, even if they
have an adequate regulatory framework and
appropriate procedures to audit its
implementation.

The main problem areas are:

i) thelimited financial resources of the forest
authority;

ii) inadequate quality of human resources,
iii) weak normative frameworks; and

iv) inadequate systems for the collection and
maintenance of information.

Clearly, the key issue is funding: this was
identified (either directly or indirectly) asamajor
congtraint by al countriesinvolved in the study.



Hierarchical Framework for the Application of
SFM Audit Criteria

= A goal is an overall objective of a standard: eg SFM or well-managed forests.

= A principle is a fundamental law or rule, serving as a basis for reasoning and action. Principles
have the character of an objective or attitude concerning the function of the forest ecosystem or
a relevant aspect of the social system that interacts with the ecosystem. Principles are explicit

elements of a goal.

= Acriterion is a state or aspect of the forest ecosystem, or a state of the social system, which should
be in place as aresult of adherence to a principle. A criterion states the requirement against which
conformity assessment is made. The criterion may demand a specific level of performance
(performance criterion) or state requirements of the management system (management system

criterion).

= An indicator is a quantitative or qualitative parameter that can be assessed in relation to a
criterion. It describes in an objectively verifiable and unambiguous way features of an ecosystem
or the related social system, or it describes elements of prevailing policy and management
conditions and human-driven processes indicative of the state of the ecosystem and of the social

system.

= A norm is the reference value of an indicator and is established for use as a rule or a basis for
comparison. Comparing the norm with the actual measured value demonstrates the degree of
fulfilment of a criterion and compliance with a principle.

« A verifier is the source of information for an indicator or for the reference value of an indicator.

Source: Lammerts van Bueren, E. & Blom, M. 1997: Hierarchical framework for the formulation of SFM standards.

Tropenbos Foundation, Amsterdam.

Voluntary Certification
Schemes

We reviewed the auditing arrangements of
nineplanned or operational national certification
schemes and the two existing international
schemes (the Forest Stewardship Council and
thePan European Forest Certification program).
We conclude that:

« many schemes have only recently reached
an operational status;

» thereisconsiderable commonality between
schemes in their certification/auditing
procedures,

» theauditcriteriaaregeneraly derivedfrom, or
referenced to, an appropriate international or
regional set of C& |1 for SFM (such asthat of
ITTO) covering the various aspects of SFM;

« someaudit criteriaaddressthe management
system in acomprehensive way, but others
only partially;

» thereareimportant differencesbetweenthe
schemes in, for example, how the
performance requirements have been
developed and the degree to which sources
of data, means of verification and the audit
procedures are specified,;

« the genera provisions for data collection
arelargely similar, including documentation
review, consultationsandfield observations;

< thedefinitionof theunitto beaudited varies
depending on country conditions: it can be
aforest management unit, a defined forest
area, an organisation and its activitiesin a
defined area, or an area covered by agroup
of forest owners;

e thefrequency of baselineauditsvariesfrom
three years upwards, five years being a
typical case;

e amost all schemes rely exclusively on an
external third party in audit work;

¢ schemes have varying definitions of what
constitutes a competent auditor;

« withtheexception of the Forest Stewardship
Council, all schemes draw on or intend to
draw on national accreditation bodieseither
as part of 1SO 14001 accreditation or by
other means; and

* someschemesincludeprovisionsfor chain-
of-custody verification/certification.

Certification of EMS

Most of the developments in forest
certification have focused on market-oriented
performance-based schemes, but certifications
to the ISO 14001 Environmental Management
System (EMS) standard are spreading among
forest organisationsworldwide. Theboundaries,
however, are not clear-cut. Performance-based
systems tend to include many management
system elements, whilst thel SO 14001 requires

that organisations have to define their own
environmental performance requirements. A
certified management system facilitates the
verification of many performancereguirements.

Requirements for Reliable

Auditing Systems
Reliableauditing systemsaimedat verifying
SFM should be:

» comprehensive in the coverage of auditing
criteria;

e Objectivein assessment;

* repeatable and consistent in results;

« flexible enough to apply in different forest
types and under varying physical, social
and economic conditions;

» applicable at the forest management unit
level or toaregional grouping of such units;

e adapted to local institutional and

organisational structures; and

* cost-efficient.
Elements of Reliable
Auditing Systems for SFM

Essential elements of reliable auditing
systems for SFM include:

e a clear conceptual framework for the
principles, criteria, indicators, verifiersand
means of verification covering all the
necessary aspects of SFM, within the
framework of an internationally agreed set
such asthe ITTO C&l;

e aguide or manual for the implementation
and application of audit criteriain practice;

e an appropriate transparent scoring and
weighting system with which to summarise
the results of assessment on individual
criteria and indicators — weights to be
assigned can be derived from policy
objectives and stakeholder views,

» acomprehensive, structured audit procedure
tailored to local institutional and
organisational structures. In Figure 1, we
proposeareasonably comprehensive, general
procedure which could be used asareference
for both internal and externa audits. It could
be tail ored to specific country conditions and
streamlined as appropriate; and

« anadequatepool of competent auditorswith
specified qualifications and provisions to
ensure that they are institutionally and
economically independent of the auditees.



Options for Further Action
at the International Level

ITTO producer member countrieswill need
further assistancein their effortsto achieve the
sustainable management of their forests. As
regardsauditing systems, threeareasof possible
future action at the international level are
proposed: policy development; training; and
technology and system devel opment.

Policy development

ITTO could provide two additional policy-
level instrumentsto hel p countriesdeveloptheir
own C&I, integrate these into their planning,
monitoring and evaluation activities, and
develop voluntary certification/verification
systems for SFM. These are:

¢ A guide to the development of national
C&I for SFM at national and forest
management unit levels: Malaysia's
experience in developing C&| shows that
interpreting the ITTO C&I in the national
context is a demanding exercise where
external guidance could be helpful; and

e Guidelines (or manual) for the auditing
of ITTO C&I: Such adocument is needed
to help countriesdevel op their own auditing
systems, whether they are implemented by
theforestry organisations themselves or by
external auditing bodies. Thepurposewould
be to explain the necessary elements of
effective auditing systems to ensure
consistency of assessment results and the
transparency and reliability of the audit/
evaluation processes. The need for such an
instrument was apparent in many country
responses to our survey.

These two instruments would not only be
useful for individual countries in developing
their monitoring and eval uation procedures but
would also improve the comparability between
countries of information on the state of forest
management.

Training

A lack of trained auditorsis one of the key
bottlenecks in the implementation of effective
auditing systems in the public sector. Two
challenges need to be addressed:

1) tocreateineachcountry apool of specialists
capabl eof auditing environmental and social
aspects of SFM; and

2) toreorient the focus of auditing work from
documentation review to field checks and
interviewswith operatorsand stakeholders.

Meeting these needs will require the
implementation of national programs to train
staff and specialised auditors. Such effortswould
benefit fromthepreparation of commontraining
materials and regional-level courses to train
trainers.

Technology and system development
A wide range of new or improving
technologies — such as remote sensing,
geographic information systems, global
positioning systems, automatic data-recording
through hand-held computers, the digitised
tracking of timber flows from the forest to the
users — holds the promise of improved cost-

Figure 1:
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effectivenessinforest sector audit work. Further
studiesand devel opment work will beneededin
thisfieldto: 1) review and exchange experience
on the use of these technologies; and 2) take
these tools into use as elements of credible
auditing systems for SFM.

Options for ITTO Members

We suggest that ITTO producer member
countries could take eight actions to improve
their auditing systems for SFM. These are:

1) thedevelopment of national C& 1 for SFM,
based onthe ITTO C&I, to serve asabasis
for both internal and external auditing;
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= Manager’s description of how the requirements - of information
set by C&I are met , = Government
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= Identification of unclear issues
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= Contractors etc
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= Maps, boundaries etc
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8. Analysis of collected evidence
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e Findings on each criteria

= [dentification of corrective action requirements and areas which

need improvement

| A N

|
/

* Conformity with the C&I

11. Assessment of sustainability J
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The Kyoto Protocol, ITTO and Tropical Forests

The next meeting of the parties
to the Framework Convention
on Climate Change takes place
in November. The outcomes of
the meeting could have major
implications for tropical forests

By Nigel Asquith

Center for International Forestry Research, PO
Box 6596 JKPWB, Jakarta 10065, Indonesia;
Tel 62-251-622 622; Fax 62-251-622 100;
Email n.asquith@cgiar.org

ur world is getting warmer. The best

ailable science suggests a strong

and direct link between the observed

gradual increasein averageglobal temperatures
and increased levels of greenhouse gases such
as methane and carbon dioxide (CO,) in the
atmosphere. While most scientists agree that
global warming is real, they are still debating
the severity of the problem. It seemslikely that
warming will increasethefrequency of extreme
weather and cause major changesin patterns of
primary production. Indeed, the predicted
weather extremesal ready appear to beoccurring.

Continued from previous page

2) the development of guidelines for the
interpretation and application of audit
criterig;

3) the establishment of appropriate auditing
procedures,

4) the effective organisation of audit function
within the forest authority, to:

— avoidthedependence of theauditorson
the auditees

The global community’s response to the
threat of climatechangewastheKyoto Protocol,
signed in 1997 within the Framework
Convention on Climate Change. This Protocol
commits devel oped countriesto reducing their
net greenhouse gas emissions (which primarily
means CO,) to five per cent below 1990 levels
by the period 2008-12. While many countries
havesignedtheProtocol, few haveratifiedit, so
itisstill far frombeinginternational law. [t will
only becomelaw when 55 countriesratify, with
the caveat that these 55 countries must
collectively account for at least 55 per cent of
the developed world’s emissions.

‘One reason why there is so
much interest in forestsis that
most observers suggest that
carbon sequestered by forestry
activitieswill be far less
expensive than carbon
sequestered by controlling
energy emissions.’

The Protocol incorporates a number of
flexiblemechanismsby which net reductionsin
emissions of greenhouse gases may be
accomplished. The one that most interests
tropical foresters is the Clean Development
Mechanism (CDM). This mechanism, covered
in Article 12 of the Protocol, will allow
developed countries to invest in reducing or
preventing greenhouse gas emissions in the
developing world. Inreturn for thisinvestment
— an investment that under CDM rules should
help contribute to sustainable development in
the host country — the investors get to keep the
carbon credits, and can sell them or count them
against their own emissions.

— rotate personnel over districts/regions
— introducean element of unpredictability
in field audits;

5) definition of qualifications for auditors of
forest management;

6) the establishment and maintenance of
registers of qualified auditors;

7) theorganisationof adequatefurther training
for auditors of SFM; and

Forests are not explicitly mentioned in the
CDM and so their role remainsill-defined. The
decision of whether, how, and what types of
forest projects may be included in the CDM is
dueto betaken thisNovember. Many questions
thus remain about how the Kyoto Protocol will
affect ITTO members.

For a moment, let’s assume that tropical
forests are somehow included in the Protocol.
Forest carbonwill thusbeacommodity produced
locally and sold globally, with apricethat varies
with the price of energy sector alternatives. One
reason why thereisso muchinterestinforestsis
that most observers suggest that carbon
sequestered by forestry activitieswill befar less
expensivethan carbon sequestered by controlling
energy emissions. A common estimate is that
carbon will have a market price of between
US$10 and US$30 aton. The cost of producing
carbon in forests may be far less than this. A
report by thel ntergovernmental Panel on Climate
Change quotes costs of between US$0.1 and
US$28 per ton in pilot carbon projects. Any
premium that is paid for the carbon storage
potential of forests can then help pay for other
forest services and products.

Therearethreewaysof producing theforest
carbon commodity that may concern ITTO
members. First, we can remove CO, from the
atmosphere and sequester carbon by planting
more trees. Second, we can maintain carbon
stocks and prolong carbon storage in biomass
through activities such as reduced impact
logging. Third, and perhapsmost cost-effectively
of all, we can prevent emissions of CO, by
conserving or protecting forests. Each and all of
these activities may or may not be included in
the CDM.

Continued

8) thepromotionof forest certification systems
to complement public sector SFM auditing.



Pilot Projects

Since the Kyoto Protocol was signed, a
number of pilot projectshaveattempted to assess
the feasibility of using forests to produce the
carboncommodity. Wecanlearn someimportant
lessons from the experiences of these projects.

Bolivian conservation

Thelargest forest carbon projectintheworld
isinBolivia. Theexpansion of theNoel Kempff
Mercado National Park resulted in the
conservation of 7-14 milliontonsof carbon at a
cost of US$9.5 million —whichismore-or-less
US$1 per ton. So, if a carbon market develops
under the CDM and the average price is the
projected US$10-30/ton, then the Noel Kempff
forest conservation project seems likely to
provide a significant economic return for the
investors. The project included compensation
for the concessionaires who owned the logging
rightsinwhat isnow the expanded park, and the
project hasbeenworkingwithlocalstoimprove
the sustainability of forest management just
outside the park.

For a completely different type of forest
carbon project we can consider the Innoprise
reducedimpact |ogging and enrichment-planting
project in Sabah, Malaysia (see, for example,
TFUs4:3 and 6:3). This project has shown that
reduced impact logging can prevent the rel ease
of 80 tons of carbon per hectarein thefirst two
years post-harvest and that enrichment planting
is expected to offset 100 tons of carbon per
hectare per year over a 60-year rotation. If the
priceof carbonisUS$10 per ton, thenenrichment
planting could earn an additional US$1,000 per
hectare per year.

Asmentioned already, under the provisions
of the CDM thesetypesof carbon project would
be obliged to contribute to sustainable
development in the host country: the CDM will
not beafreerideforinvestors. However, defining
what exactly is meant by sustainable
development is a difficult question, and rules
have not yet been set to suggest how to, or who
should, define sustainable development in the
CDM.

Kyoto and Tropical Forests
How will Kyoto affect I TTO members?The
answer depends on the role of forestry in the
CDM. If forests are not included, then Kyoto
will have no real impact on tropical timber

producers. If they are included, then the CDM
couldincreasefunding opportunitiesfor tropical
forest management.

For example, CDM funds could pay for
additional forest monitoring, because countries
will have to keep track of their carbon stocks.
The CDM could provide incremental costs for
improved or innovative management that protects
carbon — such as reduced impact logging or
sustainable forest management. The CDM may
allow the moving of some areas from production
into protection, it could encourage more
plantations, and it could provide greater
opportunities for wood energy devel opment.

‘...if aproject pays for
improved forest management but
the concessionaire uses the
money saved to cut a new area
of forest unsustainably, then the
project will not contribute to
real emissions reductions. The
funding will have ‘leaked’ out of
the project and caused emissions
elsewhere.’

Additionality and Leakage

Two conceptswill becritical if forest carbon
is included in the CDM. The first is
‘additionality’ . If aforest carbon activity —such
as reduced impact logging or conservation —is
to gain CDM credits, and hence any funding,
reductions in emissions must be “additional to
any that would occur in the absence of the
project activity”. In other words, there's no
money for nothing. If reduced impact loggingis
economically feasibleinaconcessionand could
be donewithout carbon funding, theproject will
not be eligible to receive carbon credits.
Similarly, carbon credits will not be awarded
for protecting a patch of forest in the middle of
anational park that would have been protected
anyway. Any activity must be additional to
‘business as usual’ . Otherwise, it would not be
sequestering ‘new’ carbon and so would not
help reduce global warming.

Equally important inthe CDM istheideaof
leakage. Consider a project that protects atract
of forest from logging. Thiswill not reduce net

carbon emissions if the concessionaire simply
moveson to the next tract of forest and cutsthat
instead. This is ‘leakage’ of project impact.
Similarly, if aproject paysfor improved forest
management but the concessionaire uses the
money saved to cut a new area of forest
unsustainably, thentheprojectwill not contribute
to real emissions reductions. The funding will
have ‘leaked’ out of the project and caused
emissions elsewhere. To qualify for the CDM,
reductions in emissions must have real,
measurable and long-term benefits related to
the mitigation of climate change.

Thetwo issues of additionality and leakage
are technically measurable and so resolvable,
but they areworth highlighting. Again, perhaps
theappropriatebottom lineto stressisthat there
will beno CDM money without the sequestration
of additional carbon or itsmeasurabl eprotection.

The Current State of Play

The Intergovernmental Panel on Climate
Change has just released a major report about
the CDM and forestry and land-use change.
This report is not policy prescriptive but
highlights the main issues and the state of the
science. Technical meetings this summer
discussedthereport’ sfindings. Major decisions
are expected be made about forestry and land
useinthe CDM at the next meeting of theKyoto
partiesin November.

The CDM isthe key to the involvement of
tropical timber producersand I TTO membersin
theKyoto Protocol. If CDM forestry isallowed,
additional forest management activities that
sequester carbon, such asreducedimpactlogging
and sustainable forest management, may be
funded. But if forests are not included in the
CDM, tropical forestswill belargely unaffected
by the Kyoto Protocol.

Based on a presentation made to the 28th Session of
the International Tropical Timber Council in Lima,
Peru last May.



Briefing on ITTO’s Project Work

The projects and pre-projects
described below were all
financed at the 28th session of
the International Tropical
Timber Council held in Lima,
Peru last May

Establishment and management of
production-protection community forestsin
lower and middle Atrato, Department of
Choco, Colombia(Colombia; PD 20/99 Rev.2

(F)

Budget: ITTO: US$559,493
Convenio Maderas del
Darien — Communities —
Codechoco: US$256,740
Total: US$816,233

Implementing agency: Colombian Reforestation
Association (ACOFORE)
Funding countries: Japan, USA

Thisthree-year project isaimed at the establishment
and management of 2,000 hectares of protection—
production plantations on lands granted by the
Colombian government to communities in the
Domingodd-Truando area.

Development of ademonstration areain the
sustainablemanagement of Gabonesefor ests
(Gabon; PD 8/98 Rev.4 (F))

Budget: ITTO: US$458,695
Gov't of Gabon: US$377,930
Total: US$836,625

Implementing agency: National School of Forestry
(ENEF)
Funding countries: Japan, USA

The objective of thisthree-year project isto establish
ademonstration area of about 100,000 hectares with
an operational forest concessionaire, where activities
|eadingto sustai nabl eforest management can betested
and demonstrated. This demonstration areawill also
provide training for national staff and generate
additional information on sustainable forest
management.

Implementation of a management plan by
the Chiquiaca and Orozas communities in
Tarija, Bolivia (Bolivia; PD 44/99 Rev.2 (F))

Budget: ITTO: US$285,589
PROMETA: US$62,850
Chiquiaca Community: US$58,000
Orozas Community: US$58,000
PROBONA: US$41,000
Total: US$503,789

Implementing agency: Tarija Environmental
Protection — PROMETA — in cooperation with
Intercooperation/PROBONA

Funding countries: Japan, USA

The Chiquiaca and Orozas communitiesin Bolivia's
Department of Tarija have developed community-
based forest management plans. Thisthree-year project
will provide technical and financial support to the
communities for the legal implementation of their
plans, starting with activities in one of each
community’ s micro-watershed areas.

Support to grassroots forestry promotion
initiativesin the Yoto area (Togo; PD 51/99
Rev.2 (F))

Budget: ITTO: US$243,547
Alternatives (an NGO): US$72,000
Beneficiaries: US$64,920
Total: US$380,467

Implementing agency: Office de Développement et
d’Exploitation des Foréts (ODEF)
Funding country: Japan

TheY oto prefecturewasinthepast atimber-producing
area. However, due to demographic pressure (98
people/km?) and intense deforestation for cotton
farming coupled with frequent forest fires, the
environment has been seriously degraded. This
situation has led to climatic disturbances, shortages
of timber, a reduction in agriculture yields, and an
overall decline in the living standards of the local
communities. The aim of thisthree-year project isto
reverse these dramatic trends through a collaborative
strategy involving the local communities.

Bi-national conservation and peace in the
Condor Rangeregion, Ecuador-Peru: Phasel
(Ecuadorean component; PD 2/00 Rev.2 (F))

ITTO: US$701,701
NATURA Foundation: US$144,459
Ministry for the Environment: US$20,000
Conservation International —
Peru:

Total:

Budget:

US$60,000
US$926,160

Implementing agency: Ecuadorian Ministry for the
Environment in cooperation with the NATURA
Foundation and Conservation International — Peru
and with the participation of local organisations
Funding countries: Japan, USA

The peacetreaty signed between Ecuador and Peruin
1999 led to the establishment of an ecological
conservation area in the Condor Mountain Range
region. Thisisdesigned asamechanismto both settle
the conflict and promote the development and
integration of the peoples of these two neighbouring
countries. This three-phase, five-year project will
generate a participatory environmental management
model for the region.

Bi-national conservation and peace in the
Condor Rangeregion, Ecuador-Per u: Phase
| (Peruvian component; PD 3/00 Rev.2 (F))

Budget: ITTO: US$701,502
INRENA: US$20,000
Cl Peru: US$130,831
Total: US$852,333

Implementingagency: INRENA incooperationwith
Conservation International — Peru and with the
participation of local organisations

Fundingcountries: Japan, Switzerland, USA, Korea

Thefirst phase of thisfive-year project will develop
aparticipatory quantitativeand qualitativeinformation
model for the Santiago-ComainaReserved Zone and
surrounding areas on the border between Ecuador
and Peru through the use of land-use maps, biological
inventories and monitoring programs.

Biodiversity management and conservation
in a forest concession adjacent to a totally
protected area (Nouabale-Ndoki National
Park), northern Congo (Congo; PD 4/00
Rev.1 (F))

Budget: ITTO: US$1,022,084
Gov't of Congo: US$222,000
World Conservation
Society: US$634,400
CIB: US$410,900
Total: US$2,289,384

Implementing agency: World Conservation Society
Fundingcountries: Switzerland, Japan, France, USA

The objective of thisthree-year project isto plan and
implement participatory management of the buffer
zone (1,385,800 hectares) adjacent to the Nouabale-
Ndoki National Park (390,000 hectares) for
sustainable timber production and biodiversity
conservation.

M anagement of thePhatam Pr otected For ests
Complex to promote cooper ation for trans-
boundary biodiver sity conser vation between
Thailand, Cambodia and Laos (Phase I)
(Thailand; PD 15/00 Rev.2 (F))

Budget: ITTO: US$629,624
Gov't of Thailand: US$281,430
Total: US$911,054

Implementing agency: Royal Forest Department
Fundingcountries: Japan, Switzerland, USA, France



This two-year project will develop a strategy for
transboundary biodiversity conservation and prepare
a management planning system for the Phatam
Protected Forests Complex in northeastern Thailand.

Non-timber production and sustainable
development in the Amazon (Brazil; PD 31/
99 Rev.3 (1))

Budget: ITTO: US$387,185
UnB: US$120,000 (in kind)
IBGE: US$104,000 (in kind)
ABC/UAP: US$30,000 (in kind)
Brazilian Service for
Small-size and
Medium Enterprises: US$14,000 (in kind)
Total: US$655,185

Implementing agency: University of Brasilia
Funding country: Japan, Switzerland

This 24-month project will continue research and
extension work on promotion of non-timber
productioninthe Amazoninitiated under ITTO project
PD 143/91 Rev.2 (I) ‘Non-wood tropical forest
products: processing, collection and trade’. It will
collect and make available comprehensive
socioeconomicand technol ogical information onnon-
timber production in the Amazon. It will also add to
a Portuguese-language database of Amazonian non-
wood forest products.

Processing and utilisation of almaciga
(Agathis philippinensis Warb.) resin as a
sour ce of industrial chemicals (Philippines;
PD 36/99 Rev.4 (1))

Budget: ITTO: US$342,743
Gov't of Philippines: US$381,000
Total: US$723,743

Implementing agency: Forest Products Research
and Development I nstitute
Funding countries: Japan, Switzerland

The specific objectives of the project areto study the
technical and economic aspects of refining crude
amacigaresinat apilot scaleand todevel opindustrial
chemicalsfromrefinedresin. Theprojectwill involve
the promotion and transfer of improved tapping
techniquesfor almacigaresin and devel opment work
for increased and further processing of the resin into
higher valueproductsinorder to promotedevel opment
opportunitiesandincomeinal maciga-producingforest
communities.

Development and extension of preservation
technology of tropical plantation timber
(China;PD 52/99 Rev.2 (1))

Budget: ITTO: US$166,690
GDFRI: US$142,500
Total: US$309,190

Implementing agency: Guangdong Forest Research
Institute (GDFRI)
Funding countries: Japan, USA

This 30-month project will study and disseminate
timber processing and utilisation technologies for
plantation timber to improve the efficiency of the
wood processing industry. Research work will focus
on the development of appropriate preservation
standardsand drying proceduresfor plantationtimber
such as Eucalyptus urophylla and Acacia mangium.

Sustainable management and utilization of
sympodial bamboosin south China (China;
PD 10/00 Rev.2 (F,l))

Budget: ITTO: US$482,452
Gov't of China: US$231,600
Total: US$696,052

Implementing agency: The Research Institute of
Subtropical Forestry, Chinese Academy of Forestry
Funding countries: Japan, Australia, Republic of
Korea

This 36-month project will develop and disseminate
knowledge and technologies to promote the
sustainable management and efficient utilisation of
sympodial bamboo. Thiskind of bambooisdistributed
widely in southern China. Theproject will establisha
conservation garden of sympodial bamboo genetic
diversity based on an analysis of the genetic resource
and identify two 1,000-hectare experimental and
demonstration areas for the implementation of high-
yield and sustainable management models.

Training wor kshop on further processing of
tropical timber in the Asia-Pacific region
(Republic of Korea; PD 20/00 Rev.1 (1))

Budget: ITTO US$192,432
KFRI US$34,600
Total US$227,032

Implementing agency: Korean Forestry Research
Institute (KFRI)
Funding countries: Japan, USA, Australia

This 18-month project will organise and conduct a
regional training workshop on further processing of
tropical timber in the Asia-Pacific region in Seoul,
Korea, with a view to promoting value-added
manufacturing opportunities for tropical timber.

I mprovement of sustainablemanagement and
utilization of tropical non-timber forest
products (NTFPs) in Cambodia (Cambodia;
PPD 1/00 Rev.1 (1))

Budget: ITTO: US$77,648
Gov't of Cambodia: US$13,000
Total: US$90,648

Implementing agency: Department of Forestry and
Wildlife
Funding countries: Japan, USA, France

This six-month pre-project will assess the current
situationof production, utilisationandtradeof tropical
non-timber forest products (NTFPs) in Cambodia,
with a view to formulating a project proposal for
improving thesustai nablemanagement and utilisation
of NTFPs for consideration by the International
Tropica Timber Council.

Formulation of aproject proposal tosupport
the sustainable development of small forest
industries (Peru; PPD 6/00 Rev.1 (1))

Budget: ITTO: US$57,323
Gov't of Peru: US$16,300
Total: US$73,623

Implementingagency: National Institutefor Natural
Resources (INRENA)
Funding countries: USA, Switzerland

This pre-project will compile supplementary
information regarding portable sawmills. This will
include information on the institutional planning of
forest areas allocated as long-term concessions and
for small-scale timber extraction, associated land
tenure issues for both categories of areas, the
experience gained through the operation of portable
sawmills, and thetechnical characteristicsof portable
sawmills and timber resources.

Continued

Ex-post evaluations to increase

The International Tropical Timber Council decided in May to increase the ex-post evaluation of
projects. This is the process of examining a project after its completion for the purposes of assessing
its impact, effectiveness and efficiency and drawing conclusions for similar actions in the future. To
date, six projects have been subject to ex-post evaluation (Table 1). Under the latest Council decision,
aseparate pool of funds to finance ex-post evaluation has been created and should allow the number

of such evaluations to increase significantly.

Table 1: Ex-post evaluations of ITTO projects

Project Project title Com%':rtion e’;xl‘l;‘;?gn
y! valuati
number vear
PD 37/88 Rev.3 (1) Industrial use of forest species in Peru 1993 1998
(Peru) (phases | & II)
PD 47/88 Rev.3 (1) Utilization of lesser-used species in Peru 1998 2000
(Philippines) (phases | & I1)
PD 5/94 Rev.3 (M) Development of a computerized 1999 1999
(Ghana) information system for the Forestry
Commission of Ghana
PD 29/96 Rev.1 (M) Reinforcement of the national system for 1998 1999
(Gabon) the collection and processing of forest
statistics and support for the training
of field units
PD 167/91 Rev.1 (M)  Diagnosis and evaluation of the 1998 2000
(Brazil) Brazilian forestry sector
PD 63/89 Rev.3 (1) Low-cost houses from small diameter 1994 1998
(Philippines) trees, plantation thinnings and tree tops

and branches



Sustaining Non-Timber Extraction

Predictions that forest
extractivists are doomed to
economic extinction may be
premature

by Vag-Lan Borges

Researcher and consultant on the non-timber
economy of the Brazilian Amazon rainforest;
Email vaglan@tba.com.br

Continued from previous page

Capacity building in training in planning
and management of forestindustriesinI TTO
producer member countries(PD 13/95Rev.3
(I Phasell)

ITTO: US$442,261
Total: US$442,261
Implementing agency: FTP International Ltd
Funding countries: Japan, Finland

Budget:

Thisproject buildson an earlier project and an earlier
phase of the current project. Its objectives are: to
develop the curricula of selected training institutes
for ongoingtraining activities; toimprovethecapacity
of resources persons in ITTO producer member
countries in the planning and management of
appropriate forest industries and in the planning and
management of training courses on the same subject;
and to produce material necessary for self-studying
and training courses.
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Better marketing of non-timber forest products such as this Amazonian soap will help extraction-
based activities compete with mass production. The improved (and more marketable) product on the
left was manufactured using a simple technique developed under ITTO project PD 143/91 Rev. 2 ().

Photo: A. Sarre

appers, collectorsand many other forest-
dwelling extractivists throughout the
world continue to work in the forest in
defiance of economictheories. Ontheonehand,
economistssay that forest extractorswill be put
out of business by mass production. On the
other, such extractors continue, apparently, to
earn a living from their activities. Is forest
extraction really doomed? Or is there a new

way?
This article hastwo purposes. First, it aims
to show that emerging markets offer a high-

Establishment and operation of a forest
strategic information centre (CIEF) (PD 27/
95 Rev.3 (M) Phasell, Stagell; Peru)

Budget: ITTO: US$462,062
INRENA: US$301,216
Total: US$763,278

Implementing agency: INRENA
Funding country: Japan

Thisisthefinal stageof afive-year projecttoestablish
a forestry statistical information system in Peru. It
will extend thesystemtoall regional nodesthroughout
Peru (currently, three nodes are operational) and link
all regional forestry offices electronically with
INRENA's headquarters in Lima. Several training
workshops for users and operators of the system are
also planned.

value niche for non-timber forest products.
Second, it addresses the institutional reforms
that need to take placeto ensure that non-timber
forest products are able to flourish in today’s
global economy.

The Failure of Neo-classical
Economics

Neo-classical models hold that non-timber
forest products will be substituted by mass-
produced alternatives based on the relative
productivity of capital and labour (Homma

Establishing a data collection and
dissemination system on a sustainable basis
for timber marketing statisticsin Cameroon
(Cameroon; PD 47/98 Rev.2 (M))

Budget: ITTO: US$271,198
Gov't of Cameroon: US$54,400
Total: US$325,598

Implementing agency: Office National de
Developpement des Foréts (ONADEF)
Funding country: Japan

This 20-month project aims to establish a permanent
structure for statistics research and collection on timber
marketing in Cameroon. At its completion, a well-
establishedandlong-lasting structurewill centralisethe
country’s statistical data on timber marketing.



1992). Mass-produced alternatives will almost
aways be cheaper and available more readily
and will therefore be chosen by firms and
individuals above the natural product extracted
fromnatural forest. Certainly, demand for many
non-timber forest products, such as latex, has
been observed tofall dramatically intheface of
cheap substitutes.

However, such demand rarely declines to
zero: local demand, for example, continues to
provide amarket for most extractivist products
(Pérez 1995). In addition, traditional economic
models assume that substitutes are identical to
the original extractivist product. Such an
assumption is flawed.

The New Markets

A non-timber forest product that today rots
in the forest may again be traded. Such trading
may no longer be stimulated by a spontaneous
grossdemandfromanemergingindustrial sector
but by market nicheswhich seek such products
for their organic and ecological qualities (see
Borges 2000). But to bring such non-timber
products into the global economy, the
management culture must change: new markets
havenew demandsand requirenew technologies
and new organisational structures.

The green and organic markets, like any
market segments, will pay according to the
quality of the product or service provided to
them. Customersinthese marketsareinterested
inthe exclusive and intrinsic qualities of anon-
timber forest product. For organic markets, these
qualitiesincludegeneticvariability, theabsence
of toxic substances in cultivation, and the fact
that such productsarenativetotheareainwhich
they are grown. Green markets value the
contribution such products and services make
towards the conservation of biodiversity and
the protection of the rainforest. It is not
philanthropy but a new kind of economic
demand. For these markets, non-timber forest
products have a real and unique comparative
advantage above their so-called substitutes.

In this context, the future of non-timber
forest productsisnot determined by theclassical
formulaof ‘ cost of production plusintermediary
costs and profit rate’, but by the willingnessto
pay for these special qualitiesaboveand beyond
the price of substitutes. The greater the quantity

and quality of information about the product
anditsassociated services, themorethesemarket
segmentsarewillingto pay. So, marketing must
be based on information, transparency of the
chain of custody, and the credibility of thefirm
or cooperative responsible for the enterprise.
These arethe principal toolsto be successful in
the new markets.

New Policies for NTFP

Suchtoolscan beprovided—or at least their
introduction can befacilitated—by animproved
policy environment. The first step is to regard
non-timber forest extraction asaforestry rather
than agricultural concern. The second isto put
non-timber forest extraction onto the political
agenda and within the institutional context of
the state. Non-timber forest products must
becomeintegratedinto mainstreamforest policy,
to which the state responds with facilities,
regulations and the co-ordination of decision-
making and policy implementation. An
organisational framework resulting from this
institutionalisation must respond to four
important factorsthat constrainthe performance
of this economic sector. It must act to:

i) improvethe flow of information;

ii) facilitatethe spread of technology and rural
credit;

iii) coordinate the design of regulations; and

iv) assureproperty rights, land concessionsand
tenures.

Poor access to information is an important
bottleneck in the development of the trade in
non-timber forest products. It constrains the
capacity of extractors to obtain optimal prices
fortheir products. Often, rural creditisexpensive
and, frequently, technology does not develop at
the necessary pace. While improving
information flow, governmental initiatives to
organisethissector needto promotethecreation
and implementation of new technologies to
improve market acceptability.

New regulationsareal sonecessary toensure
that each non-timber forest product attains
acceptable standards of quality and that the
management of the resource is sustainable.
Finally, government must provide certainty in
the area of property rights, concessions and
tenures over natural resource alocations.

Concluding Comment
Thenon-timber forest product economy can
be seen as an affirmative action engaged in by
economic, cultural and social minorities
throughout the world. The political demands of
such peoplehaveevolved fromland reforminto
the need for greater ecological responsibility
and the creation of economic opportunities.

The question of promoting extractivism is
not simply oneof economicsand politics. Above
all, thedecisionto managefor non-timber forest
products is a cultural one. Any democratic
society (local, national, international) must take
thisintoaccount: asFreeman and Carbyn (1988)
suggest, assisting non-timber forest product
extractionisoneway that devel opment projects
canfoster co-management, fairnessand peaceful
relationsin local communities.
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Market Trends

Is restructuring the tropical
plywood sector necessary in the
face of declining prices?

by Michael Adams

ITTO Secretariat

he lack of any sustained recovery in

tropical plywood prices is cause for

serious concern. Poor prices have
aready forced the closure of many tropical
hardwood plywood mills and most others are
having to sell at close to production cost.

Figure 1 shows that prices for plywood
plummeted in 1997, particularly for Southeast
Asiansupplies. Priceshad steadied by mid 1998
andby early 1999 therewerehintsof arecovery.
But this year such hints have evaporated, with
Southeast Asianand Brazilian plywood moving
slowly but inexorably down. Today, prices are
still some 40 per cent below 1997 levels.

Why the Weak Recovery?

Tropical log and sawnwood prices have
generally recovered to January 1997 levels (or
above) and the trade is reasonably optimistic
about thesetwo commodities. Sowhy isplywood
the poor relation? Thereis no single answer to
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this question; rather, a
number of factors are
combining to thwart a
sustained recovery for the
product. These include:
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Figure 2: Tropical plywood prices in Japan,
1999-2000
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« therecent change of import tariff structures
in China, which favours log imports over
plywood;

« fears, particularly in Europe, of uncertain
supply, especialyinrelationtolog shortages
in Indonesia;

e a move towards manufacturing from
softwood logsin some consumer countries;
and

e strong competition from other wood-based
panels and an apparent global oversupply.

Almost all plywood prices—not just tropical
— have weakened. In Japan, strong competition
and lower demand saw import volumes fall
quite heavily in the April/May period; they
remain well below levels achieved early last
year.

The proportion of softwood plywood made
in Japan continuesto increaseand, intheregion
generaly, the use of softwood plywood is

Figure 1. FOB price trends for tropical plywood, 1997-2000
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growing strongly. Japanese plywood
manufacturers are still in the position of too
much product chasing a stagnant market, with
official forecasts of housing starts suggesting
another flat year.

Trends in wholesale prices for common
panels in the Japanese market are shown in
Figure 2. The current price for the benchmark
imported 2.4 mm thin ply in Japan is down to
¥280 per sheet, afall of ¥20 per sheet inthe past
three months.

Efforts by the ASEAN Panel Products
Federation (APPF) to stabilise prices by
harmonising Indonesian and Malaysian price
lists have not been successful, with traders still
quoting on Indo ' 96 rather than the new APPF
‘Index 2000'. Many Indonesian producers are
facing difficulties and the market prospects are
distinctly uncertain.

China’s Change of Strategy

In 1995, China imported a massive 2.06
million m® of tropical plywood, making it the
second largestimporter after Japan. Import levels
fell marginally in 1996 and againin 1997, only
to rise above the 2 million m®mark again in
1998.

Continued

Tropical Timber Market
Information Service

The ITTO Secretariat issues a two-weekly
bulletin by email on tropical timber market
trends and trade news from around the world.
It contains prices for over 400 tropical timber
and added value products and a range of other
relevant information. To subscribe, write to
Mike Adams at itto-mis@itto.or.jp or see the
bulletin on the web at www.itto.or.jp



The Price of Prediction

Predicting tropical timber
prices is an inherently difficult
task

By Jairo Castafio

ITTO Secretariat, Yokohama, Japan

TTO is often asked to undertake outlook

analyses as part of its general analysis of

trends in the tropical timber trade. Such
analysesareessential for providingintelligence
oninternational tropical timber markets, thereby
allowing traders and decision-makers to
distinguish changes in consumer demand and
trade patterns.

Continued from previous page

At that time, given the growth forecastsfor
the country and its policy of reducing domestic
felling for environmental reasons, there was
every reason to believe imports of plywood
would continueto grow. But it wasnottobe. In
1999 the government introduced sweeping
changestoitsimport tariff structureswhich gave
an immediate advantage to log imports over
plywood imports. This precipitated a dramatic
shift away from imported tropical panels, the
volume falling to only 1.15 million m?last year.

China is thought to consume upwards of
nine million m® of plywood a year, of which
about 25 per cent (tropical and temperate
combined) is now imported. A growing
proportion of the balance is produced
domestically, much of it from softwoods given
a hardwood surface veneer.

Brazilian Pine Prices

Collapse

The virtual collapse of Brazilian softwood
ply in May (see Figure 1) has had a domino
effect on plywood and other panel price
structures in the European Union, where most
buyers have become extremely cautious. The
effect hasbeen to drive Indonesian panel prices
to around Indo ' 96 -20 to -22, while prices for
UShardwood plywood and oriented strandboard
(OSB) have also been affected.

But price outlook analysis is an inherently
difficulttask: if marketswereeasy topredict, more
of us would be millionaires by now. The ITTO
Secretariat undertook apreliminary price outlook
analysis for ITTO benchmark products covering
thelast quarter of 1999 and al 2000, theresults of
which were published in the Annual Review and
Assessment of the World Timber Stuation, 1999.
Thisarticle evaluatesthe accuracy of someof the
predictionscontainedinthat analysis, carriesout a
new price outlook analysis with recent data, and
discussestheva ueof such outlooksinthetropical
timber marketplace.

Evaluation of the 1999
Price Outlook

The analysis forecast prices for two
benchmark log species, three benchmark
sawnwood speciesand two benchmark plywood
products. The forecastswerebased onreal prices
obtained from the nominal price seriesreported

Prices for Brazilian pine plywood have
dropped from US$260 and above at the start of
the year to below US$220 fob for 18mm CC
repaired material, with some contacts even
putting the level below US$200/m?. The trade
laments that the Brazilians are producing at a
price aimost on a par with the minimum OSB
priceandbuyersareworried about just how long
they can hold prices at these low levels.

Future Prospects

Recently publishedforecastsof thepotential
for economicgrowthinthemajor tropical timber
consumer countriestendto support anoptimistic
view for an increase in tropical timber
consumption. Growth in Europe is forecast at
above three per cent for the next two years.
Renewed growth in Southeast Asian importer
countries and strong growth in Korea should
produceasurgein constructionactivity, although
this has been slow in coming in Korea. And, of
course, all eyes are on Japan, where there are
signsof recovery but whereconsumer confidence
still needstobestrengthened to awaken domestic
consumption and lift the housing market.

Nevertheless, despite such positive signs,
the prospects for tropical plywood remain
uncertain: economic factors may boost demand
inthe short to medium term but there does seem
to be a global over-capacity for wood-based

biweekly by the I TTO Tropical Timber Market
Information Service.

Theanalysiswas carried out independently
for each speciesby means of an auto-regressive
integrated moving-average (ARIMA) model
(Box and Jenkins 1976; see also Appendix 5in
ITTO 2000). This model assumes that price
series are the result of alinear combination of
previousbehaviour (auto-regressivecomponent)
and past prediction errors (moving-average
component). Prior to the analysis, real price
serieswere differenced, if required, to correct
for trends and seasonality.

For the purpose of evaluating the accuracy
of the forecasts, the discussion here will be
limited to two benchmark tropical timber
products. While the results differed between
products and between specieswithin aproduct,
the conclusions are similar in all cases.

Continued

panels which keeps driving prices down for
commodity plywood. If these negative market
conditions for plywood continue for much
longer, commercial considerations will
inevitably force arestructuring of the sector.

Late Filings

O New teak growers’ association: a Swiss
enterprise has reportedly agreed to support the
development of a TEAK 2000 association in
Central America. It will operate from a base in
Panama from October.

[ Brazilian market strong: domestic demand
in Brazil for wood products is generally strong,
with an active construction sector and lively
demand from value added industries.

[ Shipping rates surge: shipping rates have hit
a 30-year high, the result of expanding world
trade and safety fears that are pushing sub-
standard vessels out of commission.

[ Japan imports Chinese-made thin ply: Japan
Kenzai, the largest building material wholesaler
in Tokyo, has started to import tropical
hardwood thin ply manufactured in China.

0 Log imports top 6 million: the latest Chinese
customs statistics reveal that first-half imports
in 2000 were 6.35 million m3, up over twelve
per cent on the same period in 1999.



Figure 1: 1999 price outlook and actual prices of Malaysian meranti logs
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Figure 1 shows actual prices? in constant
1990 US dollars per m®, forecast prices for
October 1999 to December 2000 and 70 per cent
confidence limits for Malaysian meranti logs.
Pricesare FOB (free on board). The confidence
limits demarcate the interval within which the
forecast priceislikely to fall with aprobability
of 70 per cent, theconfidencelevel usedinother
commodity outlook analyses such as those of
theWorld Bank. Figure 2 showsFOB actual and
predicted prices and 70 per cent confidence
limits for Brazilian mahogany sawnwood.

Figures 1-2 show that in the period October
1999-March 2000, predicted prices for
Malaysian meranti logs were similar to actual
prices, while prices for Brazilian mahogany
sawnwood were comparatively more volatile.
Meranti log pricesobserved the predicted slight
upward trend forecast for the period under

é\%\g‘bQQQ

L O
N AN
EPEPE Y

Lower 70% === Upper 70%

review, despitethe (unpredicted) drop of October
1999.

A 2000 Price Outlook

With theinclusion of new dataup to March
2000, anew price outlook analysiswas carried
out for benchmark log, sawnwood and plywood
products. Table 1 presentsforecastsintheform
of price ranges for these products for June and
December 2000. It indicates that the actual
direction of changein pricesfor most products
in June corresponded to the predicted direction
of change.

Underlying Uncertainty

The price outlook presented in the 1999
Annual Review represented pretty well the
behaviour of the benchmark product prices for
a short period, although the model failed to
predict some short-term fluctuations. However,
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the wide margins of error depicted in figures 1
and 2 and in Table 1 suggest a large degree of
underlying uncertainty. Figure 1, for example,
suggests there is a 30 per cent chance that the
priceof meranti logsin December 2000 will fall
outsidetherange US$60-250. Using morerecent
data, the price range for the same product in
December 2000isstill broad (US$84-231; Table
1). Moreover, because they are based on
historical data, the predictions presented here
donot—indeed cannot—consider futurechanges
inthemarkets such as changesin tariffs, market
bans, economic booms or financial crises.

Other modelling approaches are possible:
subjective forecasting based on experience is
undoubtedly the most common approach in the
tropical timber trade. Causal models can
integrate improved information on economic,

Continued
Table 1: Price outlook for ITTO benchmark products (nominal US$/m?)
Product Grade Country March Forecast for 2000*  Predicted  Actual
2000 direction  direction
of change of change
(June)
Logs June December
Sapelli/sapele Loyal et Marchand/FAQ Cameroon 295 264-312 248-324 7 v
Meranti Standard Malaysia 155 122-190 84-231 T~ T
Sawnwood
Mahogany/acajou Loyal et Marchand/FAQ Ghana 615 568-636 552-652 7 7
Dark red meranti Selects & better, kiln-dried Malaysia 425 377-473 343-507 > v
Mahogany Firsts and seconds Brazil 1,100 1,070-1,144 1,057-1,188 " "
Plywood
White virola (5.2mm) OV2 MR Brazil 265 231-283 199-288 7 7
Concrete form panel B/BB MR C&F Japan 325 283-359 241-412 > 7
(12mm) from
Indonesia

*Price ranges demarcate the interval within which the forecasted price is likely to be with a probability of 70 per cent



