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We know:
Populations, prosperity and

aspirations grow:
More people; more urban people, more prosperous
people; = > wood demand

Wood consumption increases in the Asia
o Pacific
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The World Needs More Wood:
Q: How much? A: Lots!

Fig 18. 2050 projected industrial roundwood demand estimates (Dalberg. 2022)
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Source: Dalberg (2022).The growing role of forest products in climate change mitigation & the need for nationally
determined forestry approaches to achieve net zero emissions. www.dalberg.com
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What wood is needed?
Reflect: Wood products consumption and

Prosperity

Wood fuel

GDP per capita
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Demand is strong but supply is
challenged

More wood fibre needed.

For woodchip alone:

Asia’s deficit in woodchip production is expected to increase from
20 million m3 to 59 million m3 by 2030 driven by an increase in
China’s woodchip deficit to 33 million m3®

Expanded supply from native forests
unlikely.

Q. Where will the wood come from?

(). Lock, P, Legg, P., Whittle, L., & Black, S. (2021).
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Response: plantations expand

Globally plantations represent 7% global forests but
contribute 47% of the wood harvest®

FAO (2022) concludes that >33 M ha of additional
highly productive plantations are needed to supply
the basic IRW demand expected in 2050

BUT - Expansion of conventional extensive
plantations is challenged in crowded Asian

landscapes.

How does SE Asia respond?

(2). Payn, T., Carnus, J.-M., Freer-Smith, P., Kimberley, M., Kollert, W., Liu, S.,Wingfield, M. J. (2015).
(3). FAO. 2022. Global forest sector outlook 2050
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We know:

Wood can be produced efficiently

» Soils, temperature and rainfall are suitable

»Underutilised lands are available

» Commercial species grow well and technical skills good
»Market demand is strong

»Infrastructure improving

» Policy environment, legal/regulatory framework improving

BUT: Access to land for plantations:
»Where?

» Competition from agriculture

» Other land use
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Access to land is the major challenge to
plantation expansion in the region: and
communities and smallholders have land!

Issues:
» Traditional/ customary ownership and use (sometimes
not recognised by national laws)
» Trust (Communities/Government/Companies)
» Equity in decision-making about land-use
» Sharing benefits
*Effective industry/smallholder engagement offers
Social/Political Licence — investor requirement
*A major risk consideration for industry investment

Community and Smallholder Engagement now a
normal part of business
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Smallholders responding to market demand
and growing commercial wood

Motivation:

Improved livelihoods

*Other benefits: carbon, environmental — important but secondary
*Smallholders are not victims and do not need charity
*Benefits accrue across the supply chain: Industry is not the enemy
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Byron’s Keys for
smallholder success:
a door with multiple locks

1.Clear and unequivocal ownership of the land
and the trees

2.The certainty of attractive and reliable markets
for the forest products

3.A robust technical package of practices which
help minimise risk

4.Sympathetic legal and regulatory frameworks
and environments.

A Division of responsibilities:
*The Government can help with #1 and #4
*The private sector can help with #2 and #3

Ref: Byron, R. N. (2001). Keys to smallholder forestry. Forests, Trees and Livelihoods.
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Smallholders contribute significantly to
commercial wood flows in the region:

The Chinese, Indian, SE Asian smallholder resource of eucalypts and
acacias is estimated at 10 M ha, providing annual harvests of industrial
wood 86 M m3 yr valued at >US$2.5 billion®

Compare with annual est. wood harvests in 2022 from:

* British Columbia (population 5 million): est. 77 million m3
Finland (population 5.5 million): est. 76 million m?
Sweden (population 10.5 million): est. 90 million m3
Germany (population 83 million): est. 79 million ms.
Australia (population 26 million): est. 33 million m?3

Smallholders matter: 550 million Asian smallholders are
producing more wood that most of the world’s forestry giants.

A few examples.........

@ Arnold, R., Midgley, S., Stevens, P., Phimmavong, S., Kien, N. D., & Chen, S. (2022).
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Smallholders, Eucalypts and Plantations in China

5.4M ha eucalypt plantations** China. Avea Planied Eucalypts (ha) (%)

* Support large, modern industries o0
e 78% (4.2 Mha) in smallholdings (<10ha & °° Land tenure
+ “4-round” plantings)*** % 40 reforms
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‘“"E%“'es * Arnold et al (2022) ** Xie et al (2017).
Dong. 2018. *** Dong (2018), Farooq et al (2021)
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After 20 years of reform

Yi (2023): Extensive devolution of communal forests to households in 2008 via the
central government's policy Collective Forest Tenure Reform in the Southern
Collective Forest Areas in China, 62 million hectares devolved to individual
households, involving 600 million people.

Yi found:

*Households invested more time, money and resources into forest land if they had
secure tenure

*Forest cover was greater in regions where land tenure had been devolved to
households

The findings found that clearly-defined and well-protected household property
rights offer an effective alternative to community management in small-scale

forestry, indicating that community ownership and control was inefficient.

Yuanyuan Yi (2023). Devolution of tenure rights in forestland in China: Impact on investment and forest growth. Forest Policy and
Economics 154. https://doi.org/10.1016/j.forpol.2023.103025

ITTO TAG: Tropical Timber Industry: Challenges and N i e-
Opportunities from Changing Priorities. Pattaya. Smallholders and Wood Supply Salwood Asia Pacific Pty Ltd

November 2023 Services in Forestry



In India:

wOod mdustrles based on Smallholders

Statutory ceilings to landholdings:
degraded Government forest land
unavailable to industry. Plantation
expansion limited

80% of the wood for pulp and paper,
veneer and panel products industries in
India is farm-grown timber

.

Eucalypt agroforestry Punjab

6.5Mha of eucalypt plantings.

Trees in Agroforestry Systems in India =
11Mha. Est. 20 Mm? of eucalypt wood 5 S -
QVOWH in aQFOforeStry SyStemS " Eucalypttansport JK Papér, Rayagada, Odisha
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Smallholders, Acacias and Plantations in Vietnam

* 2.2 M ha of Acacias supporting est. 50% US$14 hill
export industry for wood products (2021):
* 15 M bdmt woodchips (2022) (est >US$2.7 hillion)

* Est 1.4 million smallholders manage est. 1.8 Mha Acacia plantations : 32
Mm:3 annual harvest (est)

* Wood chips, solid wood, furniture, MDF, pellets
* 4,200 wood processing companies, 90% small-scale
* Smallholder growers contribute >US$800 mill annually to rural earnings

' Vietnam - Area Planted Acacia (ha)
3 ,,2'500 Land tenure
: gz,ooo reforms
21,500 ;
2 l b
©1,000 e
<
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1995 2002 2005 2017 2021 : Tl ﬁg
Highway #1, Vinh 1990 Ho Chi Minh Highway, Nghe Anh, 201
ITTO TAG: Tropical Timber Industry: Challenges and N .
Opportunities from Changing Priorities. Pattaya. Smallholders and Wood Supply Salwood Asia Pacific Pty Ltd

November 2023 Services in Forestry



Vietnam:

Smallholder plantations have transformed the landscape as well as the rural
economy.

*The technical package of species and silviculture is robust

*The policy, institutional and market environment for farm-based plantation
forestry is supportive.

*Land tenure reform: issue of Land Use Right Certificate “The Red Book *

The Red Book: issued by the Ministry of Natural
Resources and Environment for rural land,
agricultural land, forestry land and proves land use
rights. Itis a certificate of land use rights and a tool
to protect the rights and interests of land owners.

P ST
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Smallholders and eucalypts support industry

»>800,000 ha (est)

»95% is privately owned
»Est annual harvest 13.6 Mm3
> Private Tree Farm Incentive
Plantation Promotion 1994 —
2002

»Double A Paper’s ‘Khan-na’
initiative reaches 1.5 million
contract farmers

Area (thousand ha)
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In Thailand

Thailand - Est Area Planted Eucalypts (ha)

1987 200 2002 2003 2020

L

Pulp
Wood chips: Domestic and export

Saw Logs (furniture, pallets)

Veneer logs (plywood and engineered flooring
MDF, HDF, hardboard and particleboard.
Small construction poles

Biomass energy
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Challenges ahead.

Industry is central to success: without industry —
nothing happens

For the grower:

*No one benefits if productivity collapses: sustainable
soil/stand management at a farm level to increase
productivity and profitability

*Access to finance — trees as collateral

*Market reliability

*Government support and bureaucratic burden: Compliance
with laws, regulations, changing market requirements
(certification, EUDR and legality), taxes.

*Access to reliable technical and market information. best
germplasm, seedlings and silviculture
For Industry.

*Reliability and adequacy of supply,
*Uniform (predictable) quality
*Maintaining attractive prices

For both:

‘Management of Risk
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Commercial Plantings represent a
Win:Win:Win
for Government, Industries and Smallholders

For Government:

*Alleviation of poverty

*Economic growth and creation of new industries, employment and skills
*Effective and sustainable utilisation of degraded lands

*Address climate change and issues around carbon

For Smallholders

*Profitable and sustainable land use options, asset creation

*Increased household incomes, livelihoods, employment, development of skills
*New opportunities; flexible harvest times fit in with other land use

For Industry

*Expanded wood supply

*Strengthened community engagement
*Land costs minimised

Society, Industry & Smallholders profit together
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ITTO TAG: Tropical Timber Industry: Challenges and
Opportunities from Changing Priorities. Pattaya.

ITTO knows this and has been a long-
term player

November 1990. ITTO Council requests Guidelines for "best practice" for planted tropical
forests.

ITTO (1993). ITTO guidelines for the establishment and sustainable management of planted
tropical forests. ITTO Policy Development 4. These provided a succinct summary of the major
issues and principles needed in the planning, establishment and management of planted
forests in tropical environments.

2004. ITTO Council commissioned a study to encourage private sector investment in industrial
forest plantation in the tropics.

ITTO (2009). Encouraging Industrial Forest Plantations in the Tropics: Report of a Global
Study. ITTO Technical Series no 33. Prepared by STCP Engenharia de Projetos Ltda.
Examined the key factors that determine the success or failure of commercial plantations in
selected ITTO producer and consumer countries.

ITTO (2014). The great plantation expansion. ITTO Tropical Forest Update 22/3 (Sepul K.

Barua and Petri Lehtonen). ‘Expanding the area of forest plantations to meet escalating
demand for wood requires more support for small and medium-sized forest-growers, especially in the tropics’

ITTO (2021). Tropical timber 2050: an analysis of the future supply of and demand for tropical
timber and its contributions to a sustainable economy. ITTO Technical Series No. 49.
International Tropical Timber Organization (ITTO), Yokohama, Japan. (Held, C., Meier-
Landsberg, E. & Alonso, V. 2021).

ITTO (2021). Fiscal and non-fiscal incentives for sustainable forest management: ITTO
Technical Series No. 48 + Annexes

Smallholders and Wood Supply Salwood Asia Pacific Pty Ltd
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What smallholders need from
ITTO (my view)

» Supportive policies and advocacy

»Market information and knowledge as the
foundation for decision-making

> Simplicity

> Positive links with industry

»Government decision-makers need skills in
market analysis and access to reliable
information
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A Work Plan for ITTO

Follow the recommendations

Table 3: Future fields of activity in the transition and modernization of the tropical forest sector

Weg—\ Field of future activities

~
< 1 SFM: managing and conserving Develop innovative business models and multiple revenue streams for natural forest management, including

tropical forests “concessions 2.0”

f
Develop concepts to provide the raw materials of the future: high-quality raw materials for modern

industries from productive plantations that are resilient to climate change )

Economics, statistics and markets:
improving the transparency of—and
expanding international markets

for—tropical timber <

tainable forest industries: Promote innovation and digitalization in tropical timber sectors, from forest information systems and timber
develop = -adding | progliCliondasieatepres i e ST TSI e TS TETS
tropical forest-based industries <w\ﬁnd capitalization schemes for small and medium-sized enterpriieSZD

ransparency through data analytics

impact monitoring

Anallse current and future market requirements and understand the transitions required for tropical timber

4 Climate-change mitigation and Promote the substitution of non-renewable materials with sustainable timber to mitigate greenhouse-gas
adaptation: addressing climate emissions and other negative externalities associated with the use of non-renewable materials
change

ataddress deforestation and degradation and pro

/ WSES

e
5 Capacity building: raising the capacity | Prinote diversity in tropical timber production to enable broad participation, ownership and benefit-sharing

of forest stakeholders to manage and | in SPM, including in small to large entergrises and between! grivate and Bublic actors, genders and generations
benefit from their resources

e knowledge transfer and provide training and education to meet future silvicultural and in
our requirements

Source: Held, et al. 2021. ITTO Technical Series No. 49.
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Thank you
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Global population

SO

ATLANTIC

55% of the world’s populion, 2% of the global
land area and 15% of the forest area.
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Growing prosperity

88 percent of the next billion entrants
into the middle class will be in Asia

By 2030, Asia could represent 2/3 3 5 0 m

of the global middle class population. -
in CHINA

= 3
ln\ ln\ 320M, 210m
130

in rest of the WORLD

Source: Brookings Institution (2017).
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Global demand for wood grows

Historical and projected increases in global wood product production (million m3)
between 1961 and 2050

LLP SLP [ vsLP-IND [ VSLP-WFL
6,000

Total growth, 2010-2050: +54%

5,000 —
Wood fuel

4,000 —

3,000 —

Industrial
roundwood

2,000

Roundwood volume {million m3)

1,000
+69%

1970 1980 1990 2000 2010 2020 2030 2040 2050-

LLP = Long-lived Products

SLP = Short-lived Products

VSLP-IND = Very Short-lived products (industrial energy)
VSLP-WFL = Very short-lived Products (wood fuel)

Source: Liging Peng, Timothy D. Searchinger Jessica Zionts & Richard Waite (2023). The carbon costs of global wood harvests.
Nature. https://doi.org/10.1038/s41586-023-06187-1
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Wood products consumption and
Prosperity (GDP)

Wood Panels

Packaging
paper

Wood fuel

GDP per capita Sa )
(real)

Source: Hetemdaki & Hurmekoski (2020)
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Aspirations: Wealth and paper and
board products

World Per Capita Consumption (Paper + Board) in Kgs -2014
250 A

200 -

150 Aspirations

Source: Mehta. A. S. (2016).

ITTO TAG: Tropical Timber Industry: Challenges and . .
Opportunities from Changing Priorities. Pattaya. Smallholders and Wood Supply Salwood Asia Pacific Pty Ltd

November 2023 Services in Forestry



Certification: Who Pays?

The weakest link: The reality of Supply Chain
Dynamics

“Voluntary”
“Responsible”?
“Discerning”?
“Credible”?
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An alternative view of Certifying Bodies:
Consider Supply & Value Chains for smallholder wood

===

< Legality and verification >
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