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Status, opportunities and challenges for timber
products market in the Asia-Pacific Region

Dr. Kwame Asumadu

KUMMING CITY, YUNNAN PROVINCE, CHINA

Introduction

In the 1980s, the issue of illegal timber harvesting, particularly in tropical timber producing
countries, and its adverse environmental, economic and social impacts came to the attention
of the international community. Illegal timber harvesting is considered as one of the causes
of tropical deforestation and forest degradation. Since then, and as a result of international
efforts including the G8 Programme on Forests initiated in 1998, both importing and exporting
countries have taken significant steps towards reducing the problem.

To further assist in addressing the issue of illegal timber harvesting, many jurisdictions have
implemented a range of measures involving public procurement policies that seek to exclude
the use of illegal and unsustainably harvested timber products in public building and
construction activities, and enacted laws that prohibit the importation of illegal timber.

In 2008, the US amended its Lacey Act of 1900 to include protections for foreign plants and to
require adherence to foreign laws as they pertain to certain conservation and other activities
involving plants

On 3rd March 2013, t he European Unionds Ti

Australia enacted its lllegal Logging Prohibition Act in 2012, which prohibits the importation of
illegally logged timber and the processing of illegally logged domestic timber.

The Asia-Pacific Region is a major producer and consumer of tropical timber products, and
thus has a significant role to play in addressing the issue of illegal timber harvesting in tropical
timber producing countries globally.

This paper reviews the status of the timber and timber products market in the Asia-Pacific
Region, identifies some of the challenges, and discusses the opportunities in addressing the
issue of illegal timber harvesting in the Region.

Markets for tropical timber products

Markets for tropical timber products can broadly be divided into two categories:
I Traditional/Mature Markets; and
1 Emerging Markets.

Mature/traditional markets

These are:

9 EU and Scandinavian countries

mber
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1 North America (Canada and the USA)
1 Japan
9 Australia and New Zealand (Oceania)

These markets are generally characterized by high consumer awareness of environmental,
legality and OH&S issues. The key products these markets generally buy include a mixture
of finished, semi-processed and unprocessed tropical timber products.

Finished products include: plywood, dressed sawn lumber, furniture, flooring, decking etc.

Semi-processed products include: secondary processed wood products, rough sawn lumber,
and veneers.

Unprocessed products are mainly industrial round wood.

The products these markets buy are mostly for re-manufacturing for domestic consumption or
intra-regional trade.

New and emerging markets (Asia, Africa and the Middle East)

These markets are generally characterized by low consumer awareness of environmental,
legality and OH&S issues. Prices are and generally variable. Products are generally
semi-processed and unprocessed industrial round wood. The products these markets buy
are for re-manufacture and re-export, and also for domestic consumption.

In Asia, the main destination markets are:

1 China

1 Taiwan, Province of China

1 The Republic of South Korea
1 Vietnam

1 India

M Thailand

In the Middle East, the main destination markets are:
M United Arab Emirates
1 Saudi Arabia
T Qatar
 Egypt
In Africa, the main destination markets include:
1 South Africa
1 Nigeria
1 Senegal



The Asia Pacific Region

The Asia-Pacific is defined as the business region consisting of the whole of Asia as well as
the countries of the Pacific Rim. In terms of the international trade in timber products, there
are two broad categories in the Region i.e. producers and consumers. The major consuming
markets in Asia fall within the definition of emerging markets described above i.e. India, China,
South Korea, Vietham and Thailand. The major producers are: Myanmar, Indonesia,
Malaysia and Papua New Guinea.

The main wood products traded internationally

With the exception of paper and paper products, the main wood products traded
internationally include:

1 industrial round wood;
sawn timber;
panel products (plywood, MDF, particleboard, oriented strand board);

Veneers (flitch or leaves);

=A =4 =4 =4

Furniture and furniture parts

1T Secondary processed producgraycts.i ncl udi ng buil

The ITTO (2013) defines secondary processed wood products to include: wooden furniture

and parts (the major category, accounting for, on the average, almost two thirds of trade

val ues) ; buil dersé woodwor k (] oi imgwopderaboxes, car pen
et c. ; casks, barrel s, vats and ot her cooperds p
other articles for domestic/decorative use; and tools, handles, brooms and other
manufactured products) and mouldings (continuously shaped or profiled wood, including

mouldings, unassembled strips and friezes for parquet flooring, beaded wood, dowels, etc.).

For the purposes of this Workshop, | have focused the analysis on tropical timber products
because, this is where the international attention is focused in relation to legality issues.

Global production of tropical timber products

The mar ket analysis presented is based on data f
This Database contains the latest statistical information on the international tropical timber
trade up to 2013.

Figure 1 shows the production of tropical industrial round wood in the three ITTO producer
regions for the period 2007 to 2013. It shows the dominance of the Asia-Pacific Region,
followed by Latin and South America, and then Africa.



FIGURE 1: GLOBAL PRODUCTION OF TROPICAL INDUSTRIAL
ROUNDWOQOD, 2007-2013 BY ITTO PRODUCTION REGIONS

Producers LAC _
Producers Africa -

0 200000 400000 600000 800000 1000000 1200000
1000 m3

Production of tropical industrial roundwood in The Asia Pacific
Region

Figure 2 shows the production of tropical industrial round wood in the Asia-Pacific Region for
the period 2007 to 2013. The main producers are Indonesia, Malaysia, India, Thailand,
Vietnam (a non-ITTO member economy), Myanmar, China, Papua New Guinea and
Philippines.

Figure 2: PRODUCERS OF TROPICAL INDUSTRIALROUND
WOOQOD IN THE ASIA-PACIFIC FROM 2007 TO 2013
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According to the ITTO (2013), the Asia-Pacific Region accounts for around 59 percent of

| TTO memberso6 tropical hardwoeéan!|l agsl. t héatCiani bl
share is about 22 percent, while the African region accounts for the remainder (about 16

percent).

The main exporters in Asia are Malaysia, Papua New Guinea and Myanmar. Malaysia has a
diversified market within Asia for its industrial round wood, exporting to India and other
mar ket s within the regi on. I n contrast, Chi na



industri al round wood exports. In 2011, China
exports.

Because of the Indianmarket 6 s pr ef erence for Teak, My anmar i s
material to the Indian market.

Although the EU has been the traditional export market for industrial round wood from Africa,

the situation is changing, particularly since the global financial crises which started in 2008.

The main African exporters of industrial round wood to the Asia- Pacific Region (mainly China

and I ndia) are The Republic of Congo, Ghana ( mai
(to India); Mozambique, Benin, Democratic Republic of Congo, Central African Republic and

Liberia, exporting mainly to China.

The main importers of tropical industrial round wood within the Asia-Pacific Region are China,
India, Japan, Taiwan, Province of China and the Republic of South Korea.

Almost all the tropical industrial round wood produced in Latin and South America and the
Caribbean is consumed within the region, although in recent years, Guyana has started
exporting to China and India.

Global production of tropical sawnwood

Figure 3 shows the global production of tropical sawn wood by ITTO production regions from
2007 to 2013. Again the predominance of the Asia-Pacific Region is evident, followed by
Latin and South America and the Caribbean and then Africa.

FIGURE 3: PRODUCTION OF TROPICAL
SAWNWOOD BY ITTO PRODUCING REGIONS
FROM 2007-2013
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Production of tropical sawnwood in The Asia Pacific Region

Figure 4 shows the production of tropical sawn wood within the Asia-Pacific Region for the
period 2007 to 2013. Figure 4 shows that, aggregated over the period, Vietham was the
largest producer, followed by India, Indonesia, Malaysia Thailand, Myanmar and China.



Figure 4: TROPICAL SAWNWOOD PRODUCTION - 2007-2013
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The global tropical sawn wood trade continues to be dominated by trade within the
Asia-Pacific Region, which accounts for 76 percent of global imports and 58 percent of global
exports. Thailand is both a major tropical sawn wood producer and importer, with an
estimated 82 percent of imports coming from Malaysia, Lao PDR (not an ITTO member) and
Cambodia.

In 2011-12, Malaysia imported an estimated 438 000 m3 of tropical sawn wood, with most of
the suppliers being from the Asian region.

Tai wan POCbs is also a major importer of t
of 326 000 m3 in 2011-12, coming from Malaysia.

ropi ca

| TTO0s trade data shows that between 20w and 2
wood were from Asia - China; Thailand, Philippines, Indonesia, Malaysia and Myanmar. The

bulk of the tropical sawn wood produced within the Asia-Pacific region is traded within the

Region.

The main markets are China; Taiwan POC; Netherlands (the largest EU importer at 326 000

m3 in 2011); France (at 238 000 m3 in 2011) and lItaly (the third largest EU importer at158

000 m3in 2011).

African exporters are Cameroon, Ghana, Clte dol

proximity, Europe and North America are the main export markets.

South American exporters are Brazil and Peru. The main market for tropical sawn timber
from Latin and South America and the Caribbean is North America, because of proximity.

Global production of tropical plywood

Figure 5 shows the global production of tropical plywood for the period 2007 to 2013. Figure
5 shows that, again, the Asia-Pacific Region is the major producer of tropical plywood.



FIGURE 5: PRODUCTION OF PLYWOOQD BY ITTO
PRODUCER REGIONS - 2007-2013
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Production of tropical plywood in the Asia Pacific Region

Figure 6 shows that the main producers are China, followed by Malaysia, Indonesia and India.

FIGURE 6: PLYWOOD PRODUCTION IN THE ASIA-PACIFIC
REGION

Thailand
Philippines
Papua New Guinea
Myanmar
Malaysia
Korea, Rep. of
Japan
Indonesia
India

Fiji

China

Cambodia

0 5000 10000 15000 20000 25000 30000 35000 40000 45000
1000 m3



Global production of tropical veneers

Asia-Pacific producers are the largest, followed by Africa and then Latin and South America.

FIGURE 7-VENEER PRODUCTION BY ITTO REGIONS

Producers LAC -

0 2000 4000 6000 8000 10000 12000 14000 16000 18000
1000 m3

Production of tropical veneers in the Asia Pacific Region

The main Asia-Pacific producers are Malaysia, followed by China, Indonesia, India and
Thailand.

FIGURE 8 - VENEER PRODUCTION
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Consumption of tropical timber

Imports are used as proxy for consumption. Figure 9 shows that for the period under
consideration, the Asia-Pacific Region and the EU were the main importers of tropical
industrial round wood.



FIGURE 9: CONSUMERS OF INDUSTRIAL ROUNDWOOQOD BY
REGION-2007-2013
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Figure 10 shows that, within the Asia-Pacific Region, China and India are the main importers
of tropical industrial round wood.

FIGURE 10-TROPICAL INDUSTRIAL ROUNDWOOD
CONSUMPTION 2007-2013

20000000
18000000
16000000
14000000
S 12000000
S 10000000
S 8000000
6000000
4000000 I
2000000
0 . (] —_— . .
. &, . o
(5-\\63' \ot}'z’ O(\eca\'z’ \@Q'S‘\ &5 \@\c,\"“ | é\oe,
{\b ,b‘Qa '@’b \(\§\Q
N 0‘@' qQ
L=

Consumption of tropical sawnwood

Figure 11 shows that the Asia-Pacific Region and North America are the main consumers of
tropical sawn wood.

Within the Asia-Pacific Region, Figure 12 shows that the main tropical sawn wood consumers
are China, Thailand and Vietnam.



FIGURE 11-CONSUMERS OF TROPICAL SAWNWOOD
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FIGURE 12-CONSUMPTION OF TROPICAL SAWN TIMBER IN THE
ASIA-PACIFIC REGION 2007-2013
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Global consumption of tropical plywood

Figure 13 shows the consumption of tropical plywood. Again the dominance of the
Asia-Pacific Region is evident, followed by North America.
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FIGURE 13: CONSUMPTION OF TROPICAL PLYWOOD -
2007 -2013
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Within the Asia-Pacific Region, the main consumers are Japan, The Republic of South Korea
and China, as shown in Figure 14.

FIGURE 14-CONSUMPTION OF TROPICAL PLYWOOD IN THE ASIA-
PACIFIC-2007TO 2013
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The main importers of tropical plywood in 2011 are Japan (at 2.4 million m3); Republic of
Korea (at 684 000 m3, with most of the supply coming from Malaysia (61%), China (16%) and
Indonesia (13%); USA (at 679 000 m3, mainly from China and Malaysia) and EU at 1.1 million
m3 mainly from Malaysia, China, Indonesia and Brazil.

Global consumption of tropical veneers

Figure 15, again shows the Asia-Pacific Region and the major consumer of tropical veneers,
followed by North America and Europe. Figure 16 shows that within the Asia-Pacific Region,
the main consumers of tropical veneers are China, The Republic of Korea and India.
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FIGURE 15: CONSUMPTION OF TROPICAL VENEERS - 2007 TO
2013
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FIGURE 16: CONSUMPTION OF TROPICAL VENEERS IN THE
ASIA-PACIFIC REGION -2007-2013
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The main importers of tropical veneer in 2011 were: Taiwan POC (161 000 m3 of which 86%
originated from Malaysia and the Republic of Korea was the second largest tropical veneer
importer at around 97 000 m3). In Asia, the main producers are Malaysia and China.

Secondary processed wood products

The ITTO estimated the value of the global trade in secondary processed wood products in
2013 at between $USD61 and $USD80 billion annually. The major importers are USA,
Japan, and some EU countries (Germany, France, and the UK).

The USA is the dominant importer of SPWP estimated at $18.8 billion. In the EU, Germany
is the largest importer at $6.9 billion, followed by France at $4.4 billion.



Within Asia, China continues to be the worl dés
estimated 33 percent of all exports by ITTO consumer member countries.

Wooden furniture parts

Wooden furni t ur e and parts represents 60% of gl obal
woodwork. The major exporters of tropical timber wooden furniture parts between 2010 and
2011 were Vietnam, at $3.4 billion, Malaysia at $2.03 billion and Indonesia at $1.21 billion.

The main markets are: Japan, USA and Europe. The Middle East is also increasingly
becoming an important new market for tropical wooden furniture parts.

Builders, woodwork and joinery products

The ITTO estimates the value of the global trade in builders woodwork and joinery alone at
over $US11.8 billion annually, with the tropical component estimated at more than $USD2
billion.

Within Asia, the key exporters are China, Vietham and Indonesia. Other Asian exporters are
Philippines and Malaysia.

Mouldings

The ITTO estimates the value of the global trade in mouldings at over $4.6 billion. The main
Asian tropical producers and exporters are Indonesia, Malaysia and Thailand.

In 2010, China was the largest exporter of wooden mouldings by value at $658 million.
Indonesia was the third largest global exporter at $482 million. Malaysia was the sixth
largest exporter at $223 million.

In 2010-11, Indonesia and Malaysia were the major mouldings exporters in the Asia-Pacific
region, accounting for nearly 94% of mouldings exports from this region.

The main import markets for mouldings are the USA, EU, Japan and Canada.
Status of tropical timber markets in the Asia Pacific Region

According to the ITTO, a significant proportion of the global trade in tropical primary wood
products takes place in the Asia-Pacific Region. Producers in the Region represent about
three-quarters of global exports, with the major log trade flows being from Malaysia, PNG,
Solomon Islands and Myanmar to China and India.

Data from Figures 1 to 16 show that:

1 the Asia-Pacific Region is both a major producer and consumer of the main tropical
timber products traded internationally;

1 since the global financial crisis which begun in 2008, the Asia-Pacific Region has
emerged as the new market for tropical timber products traded internationally;

1 the major consumers in the Asia-Pacific Region are:
o China;
o India;

0 The Republic of South Korea;
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o Vietnam; and
o0 Thailand.

1 the main producing countries are Indonesia, Malaysia, Myanmar and Papua New
Guinea.

The Asia Pacific-Region is also a major exporter of tropical timber products.
Challenges for the Asia Pacific Region

The main challenge for the Asia-Pacific Region a major producer, consumer and exporter of
tropical timber products is the global push towards implementing sustainable forest
management in tropical forests. This has spurned a number of other initiatives and
mechanisms, to encourage and provide incentives to tropical timber producers to move
towards SFM.

The main objective of these initiatives and mechanisms is to increase market access for
tropical wood products from certified forests (both SFM and legal sources) and thereby
improve their competitiveness in comparison with uncertified and illegal timber.

Forests Law Enforcement and Governance and Trade (FLEGT) initiatives

I'n the international ti mber trade, the term Al e
produced consistent with the forests laws and policies of the countries from which the wood
products originated.

Sustainably produced timber is different from wood products from legal sources. Since
UNCED in 1992 in Brazil, there have been several attempts to come up with a single definition
of SFM which can apply to all forests. However, this has proved very challenging.

l't is widely accepted within the international
price expected for certified timber) has not eventuated. Instead, forest management
certification and chainofcust ody certi fication have only provi
wood products industry to continue to conduct its business.

In recognition of the resource-intensive requirements for SFM, as well as the evolving nature
of the concept of SFM, legal timber has been promoted as a step-wise approach towards
SFM and full forest management certification. The thinking was that, producers of tropical
timber (predominantly developing countries) should be supported to continue to participate in
the international tropical timber trade through the supply of legal timber, as a way of enabling
them to generate the financial resources required to implement management interventions
that lead to SFM.

The idea of legal timber as a step-wise process towards SFM and full forest certification has
resulted in numerous policy measures now being implemented with the aim of improving
forest law enforcement and governance (FLEG), and countering the trade in illegally
harvested timber.

These measures are being promoted and coordinated through various intergovernmental
processes such as the World Bank I ed regional
Forest Law Enforcement, Governance, and Trade (FLEGT) Action Plan, the ITTO/FAO
regional workshop process on forest law compliance and governance, and other regional

14



efforts such as by the Central African Forestry Commission (COMIFAC), the Congo Basin
Forest Partnership, the Asian Forest Partnership, ASEAN, and the Amazon Treaty
Organization (OTCA).

The EUObGs FLEGT Vol ugreemeny (VPAR prdcass pravites guppdrt to
tropical timber producers in assessing and improving legality assurance systems,
implementing policies and strategies that reduce the attraction of illegal timber such as illegal
chain sawing, and market promotional and communication activities.

Public sector procurement policies

The ITTO estimates that globally, governments account for a significant proportion (between
15-20 per cent) of purchases in most developed countries, and can therefore exert substantial
influence on markets.

In many developed tropical timber consuming countries, domestic and local governments are
using their significant purchasing power and market influence to promote the procurement of
wood-based products from legal and sustainable sources.

In addition, international ENGO campaigns to draw attention to the potential adverse
environmental and social impacts of the consumption of timber from illegal and unsustainable
sources have resulted in concerned consumers, retailers, investors, communities,
governments, and other groups increasingly asking for assurances that, by buying and
consuming these products, they are making positive social and environmental contributions.

Several national governments worldwide have introduced some form of procurement policy
for timber, including Brazil, Japan, Mexico, China, Australia, New Zealand and several EU
member states. Public procurement policies and guidelines are also being developed and
implemented in several other countries with the potential to impact on the demand for tropical
wood products, including in Canada and the USA.

While the first priority is to avoid purchasing wood from illegal sources, several government
authorities have moved rapidly to also require that wood must be certified sustainable.

Consumer economy legislation designed to remove illegal wood from trade

Concerns over the effectiveness of public procurement policies and private initiatives to
address the issue of illegal wood have led governments such the US, EU and more recently
Australia, to introduce legislation to make the trade in illegal timber a criminal offence.

Overall, the intended effects of the legislations in the US, Australia and the EU is to
encourage importers to seek further assurances that wood imported into these countries is
from legal sources.

In 2012, Interpol estimated the global value of the trade in illegal timber as more than $30
billion, and lllegal logging is widely perceived to be a more serious issue in tropical countries
than in temperate and boreal countries.

The Lacey Act

In the US, the government amended the US Lacey Act on 22 May 2008, to extend its
application to include illegally harvested timber. The amendment makes it illegal to import,
export, transport, sell, receive, acquire, or purchase in interstate or foreign commerce, any

15



plants or products made from plants T with limited exceptions 7 that were harvested or taken
in violation of a domestic or foreign law.

The Act gives the government the power to fine and jail individuals and companies that import
timber products harvested, transported or sold in violation of the laws of the economy in which
the timber was originally harvested.

The EUG6s Ti mber Regul ati on

In October 2010, the EU adopted legislation (The EU Timber Regulation) prohibiting the sale
within the EU market of illegally harvested timber or timber products derived from such timber.

The EU Timber Regulation, which came into force on 3rd March 2013, puts a traceability
obligation on traders throughout the supply chain to identify the operators, or the traders who
have supplied the timber and timber products; and where applicable, the traders to whom they

have supplied timber and timber product s; and
diligenced system to minimise t bkdc&illegallysk t hat ti
Australiadbés |11 egal Logging Act

On the 30th November 2012, Australiads dlll egal

force. The Act:

9 prohibits the importation of illegally logged timber and the processing of illegally
logged raw logs;

1 requires importers of regulated timber products and processors of raw logs to
conduct due diligence in order to reduce the risk that illegally logged timber is
imported or processed,;

1 requires importers of regulated timber products to provide declarations, at the time of
import, to the Customs Minister or his/her representative about the due diligence that
they have undertaken; and

9 provides for inspectors to exercise monitoring, investigation and enforcement powers
for the purposes of enforcing this Act.

Green building initiatives to reduce the energy footprint and carbon dioxide
emissions

Green building initiatives are some of the newest mechanisms to encourage the push towards
SFM and diminish the proportion of illegal timber in the international timber trade.

Green building initiatives originated from mounting concerns about energy security, global
warming and the risk of catastrophic climate change, combined with domestic commitments to
Kyoto targets.

While the aim of these initiatives is to improve energy efficiency, they are also intended to
increase the consumption of sustainably produced and legal timber in wood consuming
countries, by promoting the low carbon footprint of wood compared with substitutes such as
steel, aluminium and concrete.

16



The building and construction sector has been a key focus of many of these initiatives,
because, globally, it is estimated that the built environment is responsible for between 30 and
40% of energy use and CO2 emissions.

Research by the Intergovernmental Panel on Climate Change suggests that buildings offer
the greatest potential for emissions reductions over all other sectors. The IPCC has
concluded that the application of existing technologies alone could cut carbon emissions from
buildings by half without significantly increasing investment costs.

Energy efficiency standards in construction are often linked to green building rating standards
and certification procedures, which attempt to provide a broader measure of the
environmental performance of whole buildings. Most of these tools rate a building through
its design and construction phase, although some also rate a completed building in operation.

Some green building rating and certification systems 1 notably the US-based LEED and
UK-based BREEAM i have been adapted for international application. However the current
trend is towards development of nationally-based systems to meet the specific needs of local
construction industries and to reflect differences in standard practice, cultures and
environmental issues. The range of countries with green building rating systems has
increased rapidly in recent years.

Timber procurement policies of other major markets
Japan

Japanbdés Green Procurement Law (GPL) introduced
services purchased by the state to be certified legally harvested or from sustainable sources.
The GPL covers the following wood products:

1 Paper (Example: form papers, printing papers, etc.)
Stationary (Example: business envelopes, notebooks, etc.)
Office furniture (Examples: chairs, desks, shelves, etc.)

Interior fixtures and bedding (Example: bed frames)

= =4 =4 =4

Public works material (Example: lumber, glued laminated timber, plywood, laminated
veneer lumber, flooring.

Under the GPL, il egal t i mb ed id a manerdcerfsistemtendth as t i r
procedures in the forest laws of the economy producing the timber. Sustainably produced
timber is defined as timber procured from forests which are under sustainable management.

The GPL requires individual importing companies to voluntarily certify the legality and
sustainability of wood and wood products.

The Japanese Forestry Agency specifies the following three methods of verification for the
legality and sustainability of wood and wood products in the 'Guideline for Verification on
Legality and Sustainability of Wood and Wood Products':

9 Forest Certification Systems involving third party assessment and certification such
as FSC, PEFC and Japands Sustainable Green E

17



1 Verification under the authorization of association. Under this method, associations
for forest owners, forestry or wood products industry develop their own voluntary
code of conduct for supplying wood and wood products verified as legal and coming
from sustainably managed forests; and

9 Verification by individual companies. This method applies, generally, to large
companies which have opted not to be covered by any of the two methods described
above. It involves the company taking responsibility for the Chain of Custody for the
wood products from harvesting to delivery, and ensuring legality and sustainability.

The | egal ity and sustainability requirements 0

AGohowoodo. Gohowood is recognized in the
for green procurement for construction companies and local and domestic governments.

New Zealand

The New Zealand Government has recently updated its Timber and Wood Products
Procurement Policy (TWPP) introduced in December 2006.

The policy is mandatory for Public Service Departments including the New Zealand Defence
Force and New Zealand Police. Other agencies are also encouraged to adopt the policy.

The policy applies to all tender contracts and all term-supply contracts, with no minimum
thresholds. The Government provides a list of timber products covered, which includes paper.
Legal timber is required at a minimum, and departments are strongly encouraged to use
sustainably produced timber.

Japane

For the purposes of the policy O6timber ghnd wood

sawn and dressed timber; plywood and veneers; fabricated wood; wooden structural
components, fittings and joinery; wooden furniture and paper products. The policy applies
equally to domestic and imported wood products.

Government departments are required to document for audit purposes, their verification of the
legality and where applicable, sustainability of timber and timber products purchased.

Acceptable evidence of legality includes certification from a recognised forest certification
scheme (e.g. American Tree Farm Systems, Canadian Standards Association, FSC,
Malaysian Timber Certification Council, PEFC, Sustainable Forest Initiative), certification from
a stepwise-certification scheme (e.g. Tropical Forest Trust, Imported Tropical Timber Group)
or proof of legality under legality verification scheme (e.g. SGS TLTV).

The Government does not endorse any one scheme over another. A declaration from a
supplier that the wood is from a legally harvested forest may also be acceptable.
Certification is also used to demonstrate sustainability, as well as other evidence that verifies
the timber is derived from a sustainably managed forest.

China

Domestically, China has developed some laws and regulations related to green public
procurement for progressively promoting environmentally friendly and resources-saving
consumption, environment labeling and environmental certification.

Internationally, China is also part of several bilateral and multilateral initiatives aimed at
promoting the production, trade and consumption of legal and sustainable wood products.
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REDD i Reducing Emission from Deforestation and Forest Degradation

The objective of REDD is to support activities that enable reductions in CO2 emissions that
are caused by deforestation and forest degradation, through incentives and market-based
mechanisms such as the international carbon markets.

The IPCC estimates that globally, deforestation and forest degradation account for 20-25% of
greenhouse gas emissions, higher than the transportation sector

Since its inception, REDD has evolved to REDD-plus, which aims to strengthen and expand
the role of forests as carbon pools by supporting the conservation of forests, the sustainable
management of forests and the enhancement of forest carbon stocks.

REDD proponents argue that it can be a relatively cost-effective climate change mitigation
strategy that with the right attention to the social and environmental functions of forest
countries, will be able to create additional benefits for communities, people and biodiversity
conservation.

Quality assurance and Occupational Health and Safety

Increasingly, tropical timber is also being assessed for its ability to meet stringent quality
requirements, particularly in areas where tropical timber is being used for structural
applications. For example, plywood exported to the EU for structural application must be
certified with the CE markings.

In addition, panel products and engineered wood products such glulam and LVL etc., which
have glues in them must be able to demonstrate that the glues used meet strict occupational
health and safety requirements. Minimum Formaldehyde emissions of E1 is now required in
many EU and North American markets. Increasingly, EO emissions are becoming the norm.

Factors that influence the demand of tropical timber in sekected
three key markets

| recently conducted research as part of a policy paper | developed for the Guyana Forestry
Commission. As part of the research, a questionnaire was sent to four agencies in Japan,

the European Union and the USA to gather information on the key factors that influence the
demand of tropical wood products in these markets. The agencies are:

1 the International Wood Products Association (IWPA) based in the USA;

T Japands Ministry odndMRAsparieas(MAFR);ur e, Forestry

T Japanb6s Federation of Wood I ndustry Associ

1 the European Timber Trade Federation (ETTF).

The results of the questionnaire are summarized in following Table 1.
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Table 1: Summary of results of questionnaire

MARKET AREAS WHERE | FACTORS THAT | FACTORS THAT
TROPICAL TIMBER | AFFECT USE OF | INFLUENCE
IS LARGELY USED | TROPICAL TIMBER | BUYERS IN THIS
IN THIS MARKET MARKET
JAPAN 1  Decorative 1  Environmental 1  Previous
application considerations relationship  with
(paneling, shop (e.g. legality and suppliers.
fitting etc. SFM). f  Reputation as
1  Structural use 1  Price supplier of quality
1 Furniture Reliability of supply products.
1  Flooring 1 Quality T Price
1 Doors T Quality
. 1 Good forestry
Il _C?‘b'”e“y and governance
joinery
EUROPEAN UNION | § Building and | 1 Economic activities | 1  Environmental
construction in the building and factors such SFM
sector construction sector and illegal source.
1  Decking 1  Fashion
1  Furniture
1 Interior design
NORTH AMERICA 1  Decorative 1 Price 1  Previous
application N relationship  with
(P"?me"ng' shop 1  Reliability of supply suppliers
fitting etc. T Qualiy 1  Ontime delivery
Flooring T Fashion 1 Preference for
High end species  supplied
applications. from the economy

Factors that influence buyers

In terms of factors that influence the purchasing behavior of buyers from these major markets,
the key ones that emerged from the questionnaire are:

T
il
il
T
il

previous relationship with suppliers;

environmental issues such as certified and legal timber;

quality and price;

on time delivery; and

the reputation of the economy and/or suppliers as suppliers of good quality products.

Environmental considerations

The main overriding environmental consideration in these major markets is certified timber
and the ability to proof that the timber comes from legally approved sources.
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Ability to proof the legality of source is particularly important in Europe, the USA and recently
Australia, because in these markets/jurisdictions, there are laws in place that make the
importation of illegal timber a criminal offence, punishable by jail term.

To illustrate this point further, Oldenburger and van Benthem (2013) reported that prior to the
introduction of the amendments to the Lacey Act in the USA in 2008; the US was the main
destination for wooden furniture exports from China. However, this reduced drastically with
the introduction of Lacey, as many buyers from the US are suspicious of the legality of the
sources of some supply chains in China.

The introduction of the European Timber Regulation in March 2013 is also reported to be
having a similar effect on the demand of tropical timber in Europe, particularly those sourced
from difficult to verify supply chains in South East Asia and Africa.

Opportunities

The Asia-Pacific Region has two major advantages which offer opportunities for the Region to
continue to maintain its position as a major player in the international tropical timber trade.
These are:

1 continuing robust and resilience economies and a growing middle class; and

1 global initiatives to support SFM, including minimizing the impacts of illegal
harvesting on the international tropical timber trade.

Continuing robust and resilience economies and a growing middle class

One of the impacts of the global financial crisis has been the emergence of the Asia-Pacific
Region as a major market for tropical timber, particularly China and India, replacing the
traditional markets in Europe and North America. As shown in this market analysis, over the
period of the global financial crisis, China and India have emerged as the major new markets
for tropical timber producers for producers within the Region, as well as exporters from South
America and Africa.

The conclusions from the market analysis are supported by recent the report in the June 2015
edition of the |1 TTOb6s MI SsttitneVetnan becane the targedt t ha't
exporter of hardwood flooring to the US. The same Report also indicated that China and

Vietnam had regained their lead in the export of wooden furniture to the US, surpassing

Malaysia and Indonesia.

Two factorshavecont r i buted to this situation. First i
growth. While the traditional and mature markets in Europe and North America are still

coming out of the global financial crisis which begun in 2008, Asian economies, with the
exception of Japan, have seen steady and sometimes phenomenal growth in their economies.

The Japanese economy has been in recession for 20 years, and has contributed to the
economy losing its place as the major market for tropical timber products, a position it held in

the 1980s and 90s. In addition, Japan has made the deliberate decision to replace imported

timber with supplies from its domestic forest resources.

The | MF6s World Economic Outlook Report (2015)
the Asia-Pacific will slow, the Region will still continue to be a growth leader, and grow at 5.6
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percent in 2015 but ease slightly to 5.5 percent in 2016. In comparison, the IMF forecasts
that the rest of the world will grow around 3.5% in 2014 and 2015.

The second factor is the increasing middle class in Asia, particularly China and India.
Oldenburger and van Benthem (2013) have argued that there is strong relationship between
economic activity and the growth of the middle class in an economy, and by implication
general consumption including timber products.

Asaneconomyds mi ddl e class grows, the demand f
such as furniture also increases. Oldenburger and van Benthem (2013) reported that,
globally, the middle class in the Asia-Pacific region is growing faster than anywhere in the
world, particularly in India and China, and this is having a large effect on trade flows, including
the demand for wood products.

The major difference between India and the other Asia-Pacific markets which export to the
traditional and mature markets of Europe, North America and Australia is that, India, in
general, uses the bulk of its imported timber raw materials for manufacturing timber products
for domestic consumption. Consequently, factors such as sustainability and verification of
the legal sources of origin are not yet a major consideration. This is because, awareness of
the adverse environmental, social and economic impacts associated with illegal timber
harvesting and unsustainable forestry practices is not yet high among consumers.
Additionally, the influence of civil society organizations which advocate for environmental
causes is not yet high in India.

This contrasts with countries such as China, Vietnam, Thailand, Malaysia, Indonesia and
Philippines which use either their own domestic wood supplies and/or imported raw materials
to manufacture wood products for export to Australia, the EU and North America.

Similar to India, although the influence of environmentally-oriented civil society organisations,
and awareness of the adverse environmental, social and economic impacts among
consumers of tropical timber in these markets are not yet high among domestic consumers in
these markets, customers in the traditional, mature markets of Europe, North America and
Australia are increasingly asking their suppliers to provide evidence of legality, and in some
cases sustainability. Except Japan, all three major mature and traditional markets for
tropical timber products have legislative mechanisms in place making it a criminal offence to
place illegal timber products in these markets.

Reports from China, however, indicate that the economy is re-shaping its economy to
maintain a healthy balance between exports and domestic consumption. Nevertheless,
China will continue to be a major exporter of wood products internationally, including to the
US, Australia and the EU.

Global SFM initiatives

Certification Systems

Forest certification is now well-established and understood in many markets. They therefore
offer one of the opportunities for both producers of, and traders in, tropical timber products to
meet some of the due diligence requirements under legislations in the EU, the US and
Australia prohibiting the placing of illegal timber in these markets.
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The two systems with high market recognition globally are the Forest Stewardship Council
(FSC) Certification scheme and the Programme for the Endorsement of Forest Certification
(PEFC) scheme.

According to UNECE/FAO 2013-2014 Forest Products Market Review, as of May 2014, the
combined certified area of forest under the FSC and the PEFC schemes stood at 440.3 million
ha globally.

Since the UNECE/FAO last review of 2011 to 2012, the global area of FSC-certified forest
increased by 2.7 million ha (a 1.5% rise), and the area of PEFC-certified forest increased by
13.5 million ha (a 5.5% rise). As of May 2014, the PEFC had endorsed 258 million ha of
certified forest in 28 countries and the FSC had certified 182 million ha in 81 countries.

To date, more than 80% of the globally certified forest area is in Europe and North America.
Asia recorded the largest relative increase of 12.4%, while Africa was the only region in which
the area of certified forest declined by 1.1 million ha, or 14%.

The UNECE/FAO 2013-2014 review estimated that industrial round wood production from
certified forests increased by between 20 and 30 million m3 per year between May 2011 and
May 2014, reaching 524 million m3. According to FAOSTAT (2014), in 2013 the global
industrial round wood production was 1.7 billion m3, and about 30% of the global production
originated in certified forest in that year.

Table 2: Potential supply of industrial round wood from certified tropical forest resources,

2014
REGION TOTAL CERTIFIED CERTIFIED ESTIMATED | ESTIMATED
FOREST FOREST AREA % INDUSTRIAL | PROPORTION
AREA AREA ROUND OF
(MILLION (MILLION FROM INDUSTRIAL
HECTARES) | HECTARES) CERTIFIED ROUND
AREAS WOOD
(MILLION M3) | PRODUCTION
FROM
CERTIFIED
AREAS (%)
AFRICA 674.4 6.4 1.0 1.9 0.1
LATIN, 955.6 16.3 1.7 1.2 0.1
SOUTH
AMERICA
AND
CARIBBEAN
ASIA 592.5 14.1 2.4 43 0.3
TOTAL 2,222.2 36.8 5.1 7.4 0.5

Table 2 (adapted from the UNECE/FAO 2013-2014 Review) shows that as of 2014 only 5.1%
of the estimated total area of tropical forest resources globally are certified. The certified
area produced an estimated total industrial round wood of 7.4 million cubic metres or 0.5%.
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These figures show that there is a huge potential for forest certification in the regions with
tropical forests (Africa, Latin and South America and the Caribbean and Asia).

The FSC certification system is already widely known in the Asia-Pacific Region with many
countries in the Region having some of their forest resources certified to the FSC standard.
In contrast, PEFC certification is a relatively new phenomena.

Mal aysiabs Timber Certification Sc hobemZ®01l(was CS) wh
the first in the Asia-Pacific to be endorsed by the PEFC. It has recently received
re-endorsement by the PEFC.

I n March 2014, the PEFC endorsed Chinads Nationa
economyaft er Mal ay s iieation @dgiamnse &wrentdyecovers doout 2 million ha
of forest.

In October 2014, the Indonesian Forestry Certification Co-operation (IFCC) became the third
to be endorsed by PEFC.

The PEFC has now launched the Asia Promotions Initiative to raise awareness, build capacity
and encourage the uptake of PEFC certification throughout Asia.

PEFC has established offices in China and Japan to promote awareness of PEFC certification,
especially through growing Chain of Custody certification.

Many additional countries in the region are developing domestic certification systems and
considering the eventual pursuance of PEFC recognition for their systems. PEFC is working
to offer guidance and advice to the ongoing processes in India, Japan, Myanmar, Nepal,
Philippines, Thailand and South Korea.

Additionally, PEFC Chain of Custody certification in Asia has grown 15-fold in the past six
years such that nearly 800 companies had PEFC Chain of Custody certificates at the end of
2013.

The EUOGs \WarknarahipaAgrgements (VPA) activities in the Asia-Pacific
Region

Cambodia

The Government of Cambodia plans to enter into VPA negotiations and, with the assistance
of the European Union (EU), to build capacity to develop a timber legality assurance system
(TLAS) and enable an orderly timber flow into the EU market. In May 2010, the Forest

Authority and the EU convened a regional conference on forest law enforcement, governance
and trade (FLEGT) in Phnom Penh to assist the VPA process.

China

EU 1 China cooperation on FLEG started in September 2010. The key activities of this
initiative include awareness-raising, timber tracking and tracing and timber and green public
procurement in China.

Lao Peopleds Democratic Republic

Lao PDR is in the early stages of developing a FLEGT strategy and action plan. The
introduction of the revised Forest Law and Wildlife and Aquatic Life Law in 2008 and
regulations on the harvesting, processing and export of wood products will provide legislative
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support for the wider enforcement and governance measures that need to be taken to meet
international requirements.

In 2010, the Government of Lao PDR, with assistance from the EU and the European Forest
Institute, conducted a baseline study of the forest resource and timber flow aimed at
strengthening forest governance and the internal control mechanisms.

Theeconomy6s i ndustry i s Kk evalme wbod-predactneasets of the&U.h i g h
Indonesia

As of 1 January 2013, Indonesia requires that exported timber products are accompanied by
a V-Legal Document, which assures the legality of timber and timber products from the stump
through the processing mill to the export point.

An independent evaluation of Il ndonesiads TLAS (
April 2013 to assessthe syst emds robustness in meeting FLEC
the VPA. Observance of the V-Legal documentation in compliance with the SVLK for the

export of timber will lead the way to eventual FLEGT export licensing.

Malaysia

In 2007, Malaysia started negotiations with the EU on a VPA. The negotiations are on-going
and the VPA has not yet been concluded. The Malaysian/EU VPA negotiations are at an
advanced stage. The development of the Malaysian TLAS (known as the MYTLAS) has been
completed and put into operation in Peninsular Malaysia and Sabah.

Peninsular Malaysia started issuing MYTLAS licences on 1 February 2013 to meet EUTR
due-diligence requirements. By June 2013, more than 4000 MYTLAS licences had been
issued. Sabah was due to follow suit on 1 February 2014.

MYTLAS in Peninsular Malaysia underwent successful independent monitoring when a trial
compliance auditing was conducted in 2013.

Myanmar
Myanmar is taking steps to enter into VPA negotiations. Economy activities so far aim at:
institutional strengthening and capacity building of institutions under the Ministry of Forestry;

raising awareness among stakeholders of forest laws and rules and procedures regarding the
legal removal of forest resources;

the implementation of extension activities related to the rights and responsibilities of forest
users;

the enhancement of participation by all stakeholders; and

the launching of special operations for regular monitoring and inspections of forest products
and forest reserves.
Philippines

The Government of the Philippines has declared a moratorium on timber cutting in natural and
residual forests. It has also set up an anti-illegal felling task force and TLAS mechanisms to
combat illegal logging through its Multi-sectoral Forest Protection Committee, which will
operate nationwide.
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Another initiative to support FLEGT in the Philippines include the Deputation of Environment
and Natural Resources Officers of the Department of Environment and Natural Resources,
which directly involves citizens in the protection and conservation of the economyé s
environment and natural resources. Another is the National Law Enforcement Coordinating
Committee.

Thailand

Thailand has established the National FLEGT Negotiation Committee in anticipation of formal
VPA negotiations with the EU, and it has a legal framework for addressing FLEGT. It has
three key strategies for strengthening FLEGT implementation:

1 stopping forest encroachment immediately and consistently;

1 granting rights for marginalized people to live in forest areas without impacting
negatively on the environment; and

1 enforcing and promoting forest rehabilitation.
Vietnam

Vietnam entered into formal VPA negotiations with the EU in November 2010, with the goal of
concluding the negotiations by September 2013. Vietham has moved towards the final
round of a VPA with the EU which, if implemented, will ensure access of Viethnamese products
to EU markets after the implementation of the EUTR in 2013.

VPA information sessions have also been presented to PNG and the Solomon Islands.
EFI 6s EU FLEGT Asia Regional Support Progr amme

Regionally, the European Forest I nstituteds EU
commonly known as AFLEGT Asi ao, has been establi
in the Asian region. FLEGT Asia aims to achieve this by strengthening regional cooperation

in forest governance, and by promoting and facilitating international trade in verified legal

timber.

Collection and sharing of information, such as trade statistics, market developments, baseline
studies and stakeholder analysi s, i s an importan
support the relevant stakeholders such as civil society, the private sector, and government

agencies, FLEGT Asia carries out capacity building activities to help these stakeholders in

improving forest governance. FLEGT Asia also collaborates with other regional programmes

to complement and support actions already taking place in the region.

Conclusions
The main conclusions are of the review are:

1 the Asia-Pacific Region is both a major producer and consumer of tropical timber
products;

9 since the global financial crisis of 2008, the Asia-Pacific Region, particularly India and
China, have emerged as major markets for exporters from Africa and South America;

1 the bulk of the international trade in tropical timber products occurs within the
Asia-Pacific Region, with a significant intra-regional trade component;
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1 asthe major player in the tropical timber products trade, the Asia-Pacific Region has
enormous opportunity to provide leadership in addressing the trade in illegal timber
harvesting;

91 the challenges for the region include global SFM-related initiatives and mechanisms
including legislation and public procurement policies, being implemented by the
traditional and mature markets for tropical timber products in North America, the EU

and Australi a, which have the potenti al to

markets; and

1 opportunities for the region lie in implementing SFM initiatives such a forest
management certification and actively
VPA processes.
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Participant Report to The Workshop on
Enhancing Forest Governance for Asia and the
Pacific in the context of Timber Legality
Verification, Cambodia

Nareth Chea and Sokla Yek

Phnom Penh, Cambodia

1. Summary of recent developments

Cambodia's forest plays a major role in providing multiple functions of ecological, social and
economic values for development of the economy. The weight that developing countries
such as Cambodia give to management objectives is based on forest endowment, population
pressure, wood demand, forest resource exploitation and socio-economic development.
Forests are emerging as key strategies to sustain social and economic development, also
adopted within comprehensive RGC policies and strategies.

The current objective is to promote sustainable forest management, emphasizing its
contributions to rural poverty alleviation through a detailed understanding of people's
livelihoods. The RGC is aware of, and recognizes the multiple benefits of forests and
potentials to enhance the socio-economy of the economy.

Cambodia has suffered a long history of conflict over the last 30 years. The forests suffered
during the periods of war and instability, resulting in a decline in forest cover of about 15 %, to
account for 57 % of the economyd s t ot al | and area (13.2 mi
These rich forest resources are classified according to their major functions, namely,
production, protection, and conversion forest estate. Sustainable forest management is the
basic principle overarching all the forest resources except for conversion forest areas which
are to be earmarked for conversion to other land-use including agricultural purposes.

For the purpose of assessing forest management, there is a need for Criteria and Indicators
for SFM at the domestic level and forest management unit levels following the ITTO format.
However, some criteria and indicators within the report lack relevant data and therefore,
research activities are needed to fulfill these requirements. In addition, as the C & | report has
only recently been prepared, an efficient monitoring system needs to be developed and

adopted in Cambodia. Forest certification and labeling schemes have not yet been introduced.

Special conservation management has increased to more than 4.8 million ha, which is more
than 45% of the total forest cover and more than 28% of total area of the economy. In terms of
genetic conservation, biodiversity and watershed protection areas, the RGC has established
three Protected Forests, 35 Forest Seed Source Areas and Wildlife Reserves across the
economy. Substantial parts of protected areas and protected forests, including national parks,
wildlife sanctuaries and bio-diversity conservation forests, are managed and conserved under
partnerships between responsible government agencies, i.e. MoE and MAFF, and a number
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of national and international conservation NGOs such as WWF, World Conservation Society,
Conservation International, Flora and Fauna International and so on.

Deforestation and forest degradation are of major concern in Cambodia as well as at the
global level. Global efforts have achieved man-made forest of thousands of hectares of
exotic and native species. To develop the domestic economy, alleviate poverty and, at the
same time to ensure sustainability of the forest resources for the future generations,
community forestry is one of the priority areas to promote in the forestry sector. In Cambaodia,
there are 485 CF initiatives which cover a total area of 410025,18 ha, approximately 2% of
forest areas, although these are mainly forest groups supported by NGOs. The RGC
recognizes the traditional user rights of local communities and indigenous groups, and
ensures them within the Forestry Law, e.g. collection of dead trees, NTFPs and timber for
household consumption without permission.

Timber is the most valuable forest product, especially in terms of contribution to the economy,
including the provision of foreign currency to the government. In Cambodia, large quantities of
timber is used for construction of wooden houses, manufacture of furniture, bridges and in the
construction of concrete buildings. However, the export market for Cambodian forest products
does not show great stability, although it may vary depending on free market trends and
political decisions of the RGC based on investment policy.

In order to enhance interactions between scientific research and the development of policies,
the Forestry Administration has cooperated with several international institutions and
organizations, as well as NGOs, including FAO, JICA, ITTO, UNDP, EU, the Asian
Development Bank and Flora and Fauna International.

2. Main challenges and threats facing the forestry sector

Cambodia's forests face a number of significant challenges and threats resulting from many
factors including:

1 Demographic pressure increase causes a high demand for timber and non timber
forest products, and agricultural encroachment accelerates as people search for new
land. This situation puts pressure on natural forests that leads to increasing forest
degradation, adversely affecting economic development and local livelihoods.

1 The past decade of commercial logging has resulted in dwindling forest resources
and declining timber production, a trend with significant impact on timber industries.
To sustain the future of raw material supply for economic development, forest
rehabilitation, forest plantations, and effective and improved wood processing need
to be promoted.

91 lllegal and uncontrolled logging in remote areas is now a critical issue on the political
agenda and receives a lot of international attention. It is therefore important to
identify the root causes of these illegal activities, and address them effectively.
Governance issues, effective customs co-operation, and revised procurement
policies are a few measures to address this issue.

9 Forestry has an important role to play in socio-economic development and poverty
alleviation. Gradually, forest policies are emerging and developing, but
implementation is lacking.
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1 Invasive species appear to be a main issue threatening forest economics and
biodiversity in some areas, and forest fires and haze also continue to be problems.

9 Forest research and technology development is currently insufficient for application
in development.

3. Forestry research and development

The Forestry Administration has contributed significantly to forestry research in Cambodia,
even though it is constrained financially. Forestry research covers a wide range of topics,
such as: watershed management, restoration of degraded land, silviculture techniques,
sustainable forest management, social forestry issues and reduce emission from
deforestation and forest degradation (REDD+).

Since 2014, with supported from EU/EFI, the project has conduct study on understanding
Timber flow and controls in the context of FLEGT in Phnom Penh.

4. Domestic Forest Policy

The Royal Government of Cambodia is endeavoring to implement a coordinated set of laws,
programs, action plans, and institutional arrangements regarding forest resources which are
directed toward enabling the achievement of domestic goals of environmental protection,
biodiversity conservation, poverty reduction, socio-economic development, and good governance,
as described in the Policy Statement of the Royal Government of Cambodia on Forestry, the
Socio-economic Development Plan, the Poverty Reduction Strategy and the Governance
Action Plan. This set of domestic goals directed to the sustainable development of the Nation
provides the overall development framework for the conservation and management of the
economydbs f orest resources.

The Royal Government of Cambodia considers the ecologically, socially and economically
viable conservation and management of forest resources as a major pillar of public welfare
directly contributing to environmental protection, poverty reduction and socio-economic
development.

The Royal Government of Cambodia commits itself to the conservation and management of

the economyd s uni que forest rnabge omannerem®w danch forafuture u st a i
generations. The results and the follow up processes of the United Nations Conference on
Environment and Development (UNCED) in Rio de Janeiro in 1992 are taken into account to

consider the concept of sustainable forest management within the framework of the
sustainable development of Cambodia. The Royal Government of Cambodia acknowledges

the multiple perceptions, interests and objectives of the numerous forest interest groups of the
economyd s society, i n ekohgeBasinemdiabtime globil levehregardihg the
conservation and sustainable management of forest resources.

The objectives of these initiatives within the set of domestic goals regarding forest resources
are:

The conservation and the sustainable management of the economyd s f or e st resourc
provide a maximum contribution to the sustainable socio-economic development of the
Kingdom of Cambodia.
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The remaining forest resources of the economy shall be considered as Permanent Forest
Estate and managed by exclusively promoting conservation and sustainable forest
management initiatives that directly contribute to the rehabilitation and conservation of a
maximum stock of forested land and forest resources.

Within the context of conservation and sustainable forest management initiatives, a maximum
involvement of the private sector and participation of the local population shall be achieved in
order to ensure food security, poverty reduction and socio-economic development.

A wide range of coordinated multi-stakeholder processes shall be implemented to enable the
harmonization of the different perceptions, interests and objectives of the various forest
interest groups at all levels.

To continue to support forestation of arable land and to protect those trees for the
development of forest resources.

The commitment to accomplish the domestic forest goals:

For the achievement of the domestic goals of environmental protection, biodiversity
conservation, poverty reduction, economic development, and good governance, the
Government will endeavor to accomplish the following tasks:

A. Forest Resource Conservation:

1 To reclassify and to dedicate the major part of remaining natural forest stands to their
ecosystems protection and biodiversity conservation functions.

1 To promote conservation and protection strategies such as protected forests,
watershed management, genetic and wildlife resources conservation, eco-tourism, and
special management areas with a maximum participation of the local population.

1 Toimplement the strict application of the Code of Practice as regulatory framework for
the sustainable management of forest resources and forest concessions.

1 To conduct extension, education and public awareness campaigns at all levels of the
Cambodian society.

B. Good Governance:

1 To implement capacity building, institutional strengthening and research programs at
all levels.

I To conduct education, training and public awareness campaigns, with particular regard
to the participation of local populations within conservation and sustainable forest
management plans.

1 To establish a forest administration in which necessary steps of devolution of
decision-making power can take place and in which functional procedures for
multi-institutional collaborations are grounded.

1 To encourage, implement and coordinate multi-stakeholder processes that enable the
harmonization of the different perceptions, interests and objectives of the various forest
interest groups at local, regional and international levels.

1 To promote transparent information for the forest sector.
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C. Socio-Economic Development:

1 To promote the high socio-economic value of forest ecosystems protection and
biodiversity conservation functions of natural forest resources.

1 To promote the substitution of timber supply from natural forest stands by timber
plantations through encouraging private investment and public participation.

1 To optimize the use, processing and marketing system for forest products especially
plantation forest products to support domestic demand, and export markets.

D. Poverty Reduction:

1 To recognize legally and protect the traditional rights of local populations to use forest
resources under the framework of food security and poverty reduction considerations.

1 To optimize the benefits to local populations from the use and management of forest
resources through the implementation of forestry and wildlife conservation concept
based on the participation of local populations.

In addition to the set of domestic goals directed to the development framework for the
conservation and sustainable management of forest resources the Royal Government of
Cambodia acknowledges international issues, processes and commitments occurring as a
result of the United Nations Conference on Environment and Development (UNCED) in Rio
de Janeiro in 1992 and its follow-up processes relevant to the economyé s f or e st
The Royal Government of Cambodia envisions that a long term Domestic Forest Programme
(NFP) will be implemented consistent with the framework of the Intergovernmental Panel on
Forests/ Intergovernmental Forum on Forests promoted by the International Arrangement on
Forests with the United Nations Forum on Forests and the Collaborative Partnership on
Forests.

5. Institutions

5.1 Government Agency

The institutional framework of the Cambodian forestry agency has been reformed to the
Forestry Administration (FA) based on the Forestry Law. The new organization has a
streamlined structure and functions dealing with forestry both at central and local levels and
delegates more resources and functions to local offices to enable effective management of
forests within the economy (attachment). These include:

1 Forestry Administration at central level, responsible for the preparation of domestic
forest policy and legislation, coordination at the domestic and international level,
guidance to strategic forest management planning, human resource development,
forestry sector governance and monitoring and evaluation of different developmental
forestry programs.

1 Local Forestry Administration level, responsible for implementation of different
developmental forestry programs. This is a decentralization system that means to
transfer personnel and logistical resources to different regions of the economy. They
play a very important role in effectively managing the forest resources in their
jurisdictions.
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Institutional reforms have progressed quickly in forestry and natural resources. Therefore, the
Forestry Administration is struggling with its new role as service providers and extension
agents. The Domestic Forestry Programme is offering an effective, internationally agreed,
framework for policy formulation and implementation at economy level.

5.2 Stakeholders in the forestry sector

Cambodia Timber Association (CTA) is a private sector association dealing with forestry.
Forest policy emphasizes that the involvement of stakeholders is to encourage adequate
sustainable practices. RGC also encourages involvement of economic actors, as such
enterprises and households.

5.3Partners in the forestry sector

Development partners in the forestry sector for both bilateral and multilateral assistance are
highly instrumental in forestry development. Many local and international non-governmental
organizations have registered in Cambodia, concerned with social welfare, but only a few step
into forestry sector development. Furthermore, international cooperation for forestry sector is
primarily coordinated through MAFF and FA which comprise key forestry institutions.

6. International conventions

In addition to domestic policies, forest management is obliged to comply with international
conventions and protocols ratified by the Royal Government of Cambodia, such as:

UN Forum on Forests 1 through the adoption of Domestic Forest Programme
principles

1  UN Framework Convention for Climate Change (UNFCCC) and the Kyoto Protocol i
in relation to forests and carbon

1 Convention on Biodiversity (CBD) 7 obligations and plans are elaborated within the
Domestic Biodiversity Strategy and Action Plan (2002)

1 UN Convention to Combat Desertification i UNCCD

1 Convention on International Trade in Endangered Species of Wild Fauna and Flora i
CITES

1 The Convention on Wetlands of International Importance i RAMSAR Convention

1 Convention Concerning the Protection of the World Cultural and Natural Heritage

1 International Convention for the Prevention of Pollution by Dumping of Wastes and
other Matter T MARPOL

1 International Covenant of Economic, Social and Cultural Rights

1 International Covenant on Civil and Political Rights

9 International Convention on the Elimination of all Forms of Racial Discrimination

1 United Nations Declaration on the Rights of Indigenous People

1 Cambodia is further committed towards agreements within regional and international

groupings, such as:

1 Agreement on the Cooperation for the Sustainable Development of the Mekong River
Basin i now the Mekong River Commission

1 ASEAN and the Strategic Plan of Action prepared by Senior Officials on Forestry, and
Regional Biodiversity Action Plan
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1 International Tropical Timber Organisation i ITTO

1 Prime Ministerial agreements on curbing illegal activities in cross-border trade in
timber and endangered wildlife species, which have been signed with Lao PDR,
Thailand, and Vietnam.

7. Support to the forestry sector

The Royal Government of Cambodia's major support to the forest sector is through its
Forestry Administration. Strengthening of law enforcement and implementation of various
projects is in cooperation with the following international organizations:

1 Conservation International: Cardamom Conservation Program to protect and
conserve the forest and wildlife in part of Koh Kong, Kompong Speu and Pursat
Provinces.

1 UNDP: Developing Domestic Redd+ Strategy and SFM project.

f ITTO: Training on Reduced Impact Logging and Improvement of Sustainable
Management and Utilization of NTFPs

1 JICA: Capacity building of the Forestry Administration staff, including local levels, in
various forest-related subjects through the Capacity Building Program and conducting
training courses at Forest Research and Development Institute.

1 Wildlife Alliance: Mobile protection groups with support from the armed forces and
military police.

1 Wildlife Conservation Society: Biodiversity protection in Mondulkiri province.
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Abstract

The National Forestry Corporation (CONAF) is the institution responsible for ensuring
compliance with existing forest laws of Chile. In its annual audit program Forestry, periodically
they are made in ground patrols and inspections in order to verify that the forestry resource
interventions are authorized by the Corporation, asegundando thus its protection and
sustainable management.

Currently in the framework of the working lines, the Forest Control Department, is developing
three major actions to improve management in the period between 2014 to 2018. These are:
Implement control strategy, implement traceability system species conservation issues and
promote government coordination and integration of society in defining regional priorities for
enforcement.

In this context, it is proposed herein, the Strategy of Forestry Control for the period between
2014 to 2018, in order to address the areas of work, based on this action, considering all
activities shafts Strategic Management. For this purpose, we have considered the input and
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participation from all regions, which were consolidated in the minutes of work derived from
three macrozonales meetings held during the year, instances where professionals
Corporation had the opportunity to raise points view regarding the problems associated with
the audit, which is applied in the regions.

1. Introduction

The Executive Director of the National Forestry Corporation (CONAF) through Resolution No.
169 dated April 23, 2014, formalized the creation of a specific management for Forest
Monitoring and Environmental Assessment, relieving the importance and oversight role that
owns the institution by legal mandate.

One of the actions of CONAF, is to increase the degree of compliance of forest and
environmental legislation, in this context, the Management Control and Environmental
Assessment is not restricted to compliance with laws and regulations relating to plantations
and native forest, but also they incorporated environmental legislation, working in compliance
with the regulations relating to the use of fire and protected areas, thereby generating an
overall image of the audit work carried out by the Corporation, optimizing the resources
allocated to these activities.

Its functions are: Planning institutional activities for the implementation of sectoral forest and
environmental legislation; supervise and monitor derivatives SEIA sectoral commitments;
supervise and standardize the implementation of forestry legislation relating to the
conservation, protection and sustainable management of natural forests, forest plantations,
xerophytic formations and natural monuments and implement systems to improve care for
users, access to information and modernizing the governance related with the implementation
of sectoral forest and environmental legislation.

Management consists of box departments, Administration and Systems Development,
Environmental Assessment, Standards and Procedures and Forest Control, the latter who
carries out the design, monitoring and evaluation of strategies and actions that CONAF
running in this area, as well to manage information systems required for the control and the
generation of statistics, developing a role of great importance in protecting different
ecosystems and environmental heritage, ensuring the rational use, conservation and
protection of these resources.

2. Key elements relating to forest governance and forest resource
management

2.1 institutional aspect (provide details of organizations responsible for under
taking forest governance)

The National Forestry Corporation (CONAF) is a private entity under the Ministry of
Agriculture, whose main task is to manage the forest policy of Chile and encourage the
development of the sector.

Our mission to "contribute to the sustainable management of native forests, xerophytic
formations and forest plantations through the advocacy, monitoring of forest and
environmental legislation and the protection of vegetation resources and the conservation of
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biological diversity through the Domestic System of Protected Wilderness Areas, for the
benefit of society. ".

Its strategic objectives are:

1. Supervise and encourage the sustainable management of native forests, xerophytic
formations and forest plantations and protection of protected species.

2. Improve access of forest producers with emphasis on small, medium and indigenous
peoples, to the benefits of forestry conservation and tourism.

3. To promote the generation of environmental services through the promotion and care of
urban trees, suburban parks and natural infrastructure, and other plants with heritage and
cultural value.

4. To protect society from the threat by forest fires, forest pests, invasive tree species and
the effects of climate change.

5. Conserve biodiversity by strengthening SNASPE.
Management control and environmental assessment

The Forestry Administration, through the Department of Forestry Control conducts the design,
monitoring and evaluation of the strategies and actions in this area that runs CONAF, and
manages the information systems required for the control and the generation of statistics,
fulfilling a very important in the protection of ecosystems and environmental heritage of the
illegal practices in the forest resource role.

Figura N° 1. Estructura de la Gerencia de Fiscalizacion y Evaluacion Ambiental.
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Depto. de Administracion y Depto. de Evaluacion Depto. de Normas y Depto. de Fiscalizacion
Desarrollo de Sistemas Ambiental Procedimientos Forestal

Vision and mission control management and environmental assessment
View

The organization is recognized nationally and internationally for its contribution to the
recovery and conservation of forest ecosystems and xerophytic formations.

Mission

Making enforcement of forestry and environmental legislation ensuring the conduct
conservation and sustainable use of native forests, forest plantations and xerophytic
formations.

Strategic areas of Management Control and Environmental Assessment

1) Propose legal amendments concerning the Decree Law 701 (extension), new Law on
Forestry Development and Native Forest Law in line with the Government program
commitments.
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2) Strengthen the institutional activities and improve the quality of corporate response in the
field of forest monitoring and environmental assessment responding to citizen demands and
government priorities.

3) Speed up the attention of users and facilitate access to instruments within the forest and
sectoral environmental legislation.

4) Establish a management model that includes mechanisms for citizen participation and
inclusion for determining territorial priorities control.

5) implement mechanisms and control systems problems deconservacién species and
xerophytic species from native forest formations.

2.2 Policies, plans, programs and projects that deal with forest governance and
timber legality

2.2.1 Forestry strategy supervision 2014-2018

2.2.1.1 improve internal control forest management through various tools that
allow a more effective control

Actions for planning and coordination of forestry and environmental control

Strengthen forest control program with domestic coverage, with the increasing number of
control activities that have the greatest impact in safeguarding forest ecosystems and
xerophytic formations, favoring those directly made in these resources, such as property
taxes inspections, patrols land, air and / or maritime and compliance controls technical
studies.

Monitoring and evaluation of forestry activities and environmental monitoring

1 Generate monthly executive reports with the number of control activities undertaken
to date, and the associated statistics.

1 Monitor specific audit procedures (CITES and Natural Monuments).

1 Monitor quarterly through SAFF, the documentation generated in the various control
activities, controlling quality and non-conforming products.

1 Develop analysis semiannually forest audit process under the Quality Management
System.

1 Review procedures and instructions formalized under the Quality Management
System and continuous improvement.

1 Manage the integration Territorial Information System (SIT) of CONAF, a thematic
layer with the various control activities (SAFF), so that the spatial information is
available at all times for consultation by the technical and Professional Corporation.
This will display the territorial impact of the various control activities.

9 Assist in the development and implementation of a System of Monitoring and Early
Warning, in order to evaluate changes in vegetational coverage and distribution of
surfaces.
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1

Generate quarterly report with the results of complaints to the respective Local Police
Courts, quantifying the number of complaints with satisfactory results for the
Corporation. This will be done in coordination with each Regional Office.

Standardize procedures forest and environmental control

)l

Develop a draft National Forest Plan Control in Indigenous Communities establish a
standardized pattern to be applied by auditors in the various activities they develop in
areas where there is presence of community procedures.

This proposal considers a stage of gathering information in the north and in the south,
on the current stage of the audit carried out in indigenous communities within the
economy.

Validate the proposed National Forest Plan Control in Indigenous Communities in the
regions, incorporating all the information generated from holding meetings with
different regions.

Priority Areas Update Control at domestic level, developing the corresponding
cartographic coverage, based on the application of criteria that consider variables of
territorial and social aspect, among others

Develop a standardized procedures for xerophytic formations through an instructive
work, where specific criteria are established to control activities apply to this type of
plant formations.

Updating the Manual of Procedures for the Control of Forest Activities - Environmental,
aimed at supervisors of CONAF.

Generate second version of the Manual of Procedure to implement the provisions of
Supreme Decree No. 490, on Larch; Prosecution statement on incorporating specific
legal articles, through which they must punish wrongdoing.

Disseminate existing obligations to the general public, in order to increase the
level of compliance and reduce unauthorized short forest legislation

1

Maintain ongoing communication and coordination with the Ministry of
Communications (SECOM) for the implementation of dissemination activities as
appropriate.

Implement a semiannual Communicative Agenda together with the regions, which
contain relevant communication milestones in each region, in terms of control and
preventive punitive control.

Design and issue sentences radial control on the mandatory forest law enforcement
in the economy, in a nationwide radio and local levels.

Develop and print brochures spread of forest and environmental legislation for the
general public.

Develop and publish articles, reports in print media like magazines and newspapers
among others, by spreading the work of forestry and environmental audit conducted
by the Corporation, its results and achievements, among other related topics.
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1 Designing and installing signs dissemination of forest legislation, in highways or
roads of high traffic flow, at strategic points to the Corporation.

1 Develop videos about the various control activities undertaken, both regionally and
nationally (operational), to be broadcast on the website of the Corporation and in
different social networking platforms such as You tube channel (MINAGRI-CONAF)
Facebook and Twiter.

2.3 Extent of involvement of key stakeholders especially local communities,
civil society, organizations, private sector, including industries

Moreover, the CONAF also has other control measures, which are defined as preventive
activities, which consist, for example dissemination of forest legislation, ensuring compliance
with it. Such measures are geared towards different groups within the public, where it is
possible to identify groups composed of schoolchildren, university students, direct users of
forest resources, people belonging to the elderly, indigenous communities and NGOs among
others.

That is why, citizen participation mechanisms to be applied for the purpose of educating and
informing the general public on the proper application of forest legislation through training
activities, dissemination and picnics are defined among others. Thus seeks to promote care
associated with forest ecosystems, promoting active participation by society in the
supervisory management.

Regional control tables

Regional control tables are an instance of governmental coordination between services and
institutions with oversight powers, which aims to coordinate actions of joint control, enhance
public institution, convey official information, and analyze and evaluate contingency situations,
among others in each of the regions.

Workshop

It corresponds to a group space for discussion and share different concerns about a topic,
always maintaining a climate of respect, empathy and acceptance among people who make
up the workshop. Based on this, this mechanism is open to discuss issues related to forest
control and can raise all kinds of questions from the audience space.

Talks

The theoretical lectures, exhibition correspond to instances that are oriented to publicize the
rights and obligations that forest legislation offers or imposed for the use of forest resources
and the environment, both now and in the future.

Focus group

Technique used in social science research and commercial work that allows to know and
study the opinions and attitudes of a specific audience on topics related to oversight role
performed by the Corporation.

Advisory Councils

Mechanism constituted from several members which function to represent different interest
groups in society, such as neighborhood organizations, NGOs, student groups, etc. Together,
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the board members contribute to approach different problems on the care of forest resources
within the scope of the audit.

Forest Days

Practical activity that is performed in the field with a certain group of people, which is achieved
visualize and understand in a better way, issues related to various control procedures that are
performed by employees of the Corporation, to promote the protection of ecosystems
associated with the forest effectively promoting the inclusion of the society in management
oversight.

Operation and Control

Involves effective planning of the activities proposed to be carried out, which means in
addition to coordinating the date and the number of attendees to the activity, also determine
the physical location where the activity will be enhanced. Controlling the activity, you can be
given by attendance lists that will be used by the workers (as) Corporation operatively lead the
implementation of the respective activities.

To know the different perspectives of participants and thereby facilitating the redefinition of
contents from future such activities, conducting customer satisfaction surveys are proposed,
which should be applied after completing each activity.

2.4 Technology governance deployed for forest and forest resource
management in different situations and the role of science and technology in
providing appropriate technology institutions

The incorporation of technology and the improvement of the control system developed by
CONAF from recent years, is one of the reasons why Chile is not illegal timber was found in
the international program that is running INTERPOL worldwide, with emphasis on Latin
America.

Se ha estado integrando mé&s recursos para la fiscalizacitn dura nte los dtimos afbs, lo que
nos ha permitido, por ejemplo, mejorar el equipo tecnoldgico, como GPS y herramientas de
trabajo en terreno, y asitambién aumentar el nimero de fiscalizaciones en predios,
carreteras, centros de acopio y patrullajes aéeos.

Also including satellite technology and air patrols programs has identified forest clearance in
places of difficult access by land, and that otherwise would not have been possible to register,
as in the islands of the south or in the high mountains.

Currently we are developing a project to implement mobile field support to regulators in
monitoring compliance with forest legislation. This is that the officers of the Corporation have
equipment Tablet for the work of ground, which allow them to: Have information to support
enforcement activities; Deployment tools available geographic information (such as Google
Earth and others), to facilitate the location of land to monitor, detect possible illegal logging
and support in field measurements; Having a tool that allows you to have GPS, camera and
video, spreadsheets, among other features.

In addition to this matter form CONAF is developing Android applications for specific control
activities.
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Within this context it is operational the first Android application developed by CONAF in the
area of oversight. This application corresponds to the Road Controls, which supports the
auditor in controlling the transport of native forest commaodities.

It is noteworthy that the Corporation has a website focused on the area of audit
(http://ffiscalizacionforestal.conaf.cl/) which provides information concerning the domestic
regulatory framework for the intervention of forests and the marketing of products forest in
Chile. In addition to the main international standards (Regulation No. 995/2010 EU,;
Prohibition of illegal logging 2012 Australia; US Lacey Act) governing the marketing of wood
and wood products. The website is available in the following languages: Spanish and English.

2.6 Key challenges

1 Strengthen governmental coordination, strengthening linkages with other institutions
active in environmental monitoring and natural resources, which is essential to
establish important strategic alliances. This would contribute to the implementation of
operational control, were formed on an interagency basis, ensuring greater efficiency
in the transfer of information and the implementation of forestry control actions.

1 Mobilize national availability of technological resources useful for performing control
activities and monitoring of natural resources, optimizing state action. This through
the use of Geographic Information Systems (GIS) and drones in planning procedures,
evaluation and monitoring.

i Strengthen oversight actions against citizens, through the establishment of
mechanisms for engagement with civil society.

1 Implement again certification standard 1ISO 9001 quality management in forest
plantations, which implies that the inspection process of forest plantations is
supported by international standards for quality management, which benefits the
corporate image of the Corporation.

9  Adapting to the new scenario of the early adoption of "CITES Law", which represents
a great opportunity in the field of control, as it will be given greater legal powers to
control the Corporation with respect to species included in the CITES Appendices.

1 Design and implement a traceability system for species conservation issues, allowing
greater control over products derived from these species.

1 Implement a control system that ensures the wood sustainable practices both in
production as transportation and marketing.

1 Promote the generation of proposals for legal amendments to the Executive, in forest
control, from experiences from field work in the different regions.

3. Lessons learn

3.1 Overall outcome of the domestic level efforts

In recent years CONAF has strengthened controls over the economy, increasing the number
of audits on farms, roads, urban centers. In the years 2012 and 2013 about 6,500 annual
audits were conducted, about 1,000 more than the average for the period 2009-11.
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CONAF in this area has mainly promoted activities that currently have a greater impact on the
protection of forest resources and reduction of short unauthorized, such as property taxes
inspections, roadblocks and storage facilities, air patrols, among others.

As a complement, in 2012 CONAF achieved certification under the international standard ISO
9001: 2008, Quality Management, its plantations audit process, audit showing that the forest
is supported by international standards of quality management. From 2013 the scope was
expanded by integrating other edges of the control system (native forest) and expanding the
regional deployment.

This involves the delivery of quality service to users and better internal management, which
seeks to strengthen control activities more effective for early detection of short forest not
authorized by the Corporation (illegal logging) and increase compliance forestry legislation by
forest owners, traders, transporters and general public.

CONAF also has a formal system for receiving complaints of alleged violations of forestry
legislation, where any citizen can make complaints through website, letter or in person, taking
our corporation's obligation to make an audit and respond to the complainant within preset
time the results of the activity.

In recent years, another task of CONAF in the field of forest control, has been the
modernization of its work, in order to strengthen and expand domestic coverage for the
protection of vegetation resources of the economy. Within this context, it has promoted the
use of satellite images and aerial photographs in forest control, which allow prioritization of
operational land and property taxes inspections, as both detect possible illegal logging hard to
reach. Also the use of this material supports the splash of forest law violations before the
relevant courts.

4. The way forward

4.1 What will the priority given to forest governance and timber legality

The top priority is the new institutional or Chilean forest governance. In 2008, the
Constitutional Court urged the President to "regularize the legal status of the CONAF,
proceeding to the issuance of Presidential Decree referred to in Article 19 of Law No. 18,348,
published in 1984, or using another constitutional ideal that the government deems
appropriate "means.

A new governance or institutional framework is in practice create a modern service, up to the
current forestry challenges, and with the participation of various stakeholders related to
forestry, where workers have much to say.

CONAF can not continue as it is, and we want a public CONAF effectively, strengthened with
additional human resources, better management tools, an adequate budget and capabilities
that allow them to develop the important responsibility where it belongs.

4.2 Key directions of change to make the forest governance efforts more
effective at the domestic level

To improve and make better efforts on forest governance and control illegal logging
Corporation should improve certain aspects that turn into an institutional weakness, because
in a future scenario should work to improve the following:
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1 The CONAF, not in the nature of public service, which represents a limiting aspect in
the implementation of the audit function by the institution. He currently is in the
process of drafting the new forestry institutions in Chile.

1 Improve integration between sections and departments within the Corporation. This
hinders the development of initiatives, where greater coordination and
communication between these actors is required. (Forest Control v / s Forestry
Development).

1 Promote an extension to the D.L. 701 may result in an impairment on the promotion
and creation of forest resources.

4.3 Will there be efforts to adopt

Efforts should be concentrated on the implementation of domestic control strategy for the
period 2014-2018.

And in a political arena continue looking for new institutions or forest governance, to be a real
contribution to the conservation and recovery of ecological processes, its main focus
afforestation with plants for the recovery of ecosystem services, fundamentally those that
facilitate and improve the provision of quality water, recovery of eroded soils and stopping the
advance of desertification, among others.

The new forest governance must meet the new challenges of the forestry sector: technical
assistance permanent, including standards of environmental protection, direct allocation of
resources, end the enrichment of a few at the expense of the work of smallholders, as they
will not be me say that this project is only for small and medium landowners, if we all know
that being the price and buy the raw material are big business. Or someone doubt deny this.

For the CONAF emerge stronger from this process, and recognizing the importance of the
forestry sector and the work that gives us this economy, it requires better forest governance
project, especially incorporating social, labor and environmental issues .

5. Summary
91 Define the new forestry institutions.
1 Implement mechanisms for citizen participation.
1 Improve communication and internal management of CONAF.
1

Promoting the extension of the DL 701
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Enhancing Forest Governance for Asia and The
Pacific in The Context of Timber Legality
Verification, China

Jing Tao

Division of Foreign Economic and Trade, Department of Development Planning
and Finance Management, State Forestry Administration, P.R. China

1. Introduction

China stands on the top of East Asia and at the west coast of the Pacific. With its large
territory and complicated natural and geographical conditions, China has rich forest resources
with various species and different types of vegetations, including coniferous forest, coniferous
and broad-leaf mixed forest, broad-leaf deciduous forest, Evergreen deciduous forest,
monsoon forest and rainforest, which jointly form a unique forest landscape. According to the
latest forest resources inventory results, China has 310.46 million ha forestland; the forest
coverage is 21.63%; the forest cover is 207.69 million ha, taking up5% of the total forests on
earth and ranking 5th in the world; the forest standing volumeis15.137 billion m* equivalent
to3% of the worldodos total standing volume and r
forest origin, natural forest takes 64% in total area and 83% in total standing volume, while
forest plantation accounts for 36% in area and 17%in standing volume. In terms of ownership
and tenure, the state owns 39.99% of forest while the area of collective-owned forest takes
60.01%.

Chinads forests are classified into 5 categories
and 7.948 billion m® in volume), special use forest (16.31 million ha in area and 2.17 billion m*

in volume),timber production forest (67.24 milion ha in area and 4.602 bilion m* in
volume),firewood forest (1.77 milion ha and 59 million m® in volume),and economic

forest(20.56 million ha). Among these forests, timber production forest and firewood forest are

mainly classified for producing timber and timber products, about 34% of total forests in China,

while 48% of the total forest are protected for protective role and service as protective forest.

China has maintained the increase in both forest area and standing volume for over 20 years,

playing an important role in maintaining ecological balance, protecting bio-diversity and

promoting sustainable development throughout the globe.

Forest resources are strategically under zoned and classified management. Based on their
leading function, forests are classified as public-welfare forest (also called as ecological forest)
and commercial timber forest, and the domestic-level public welfare forest classified are
totally 124.46 million ha. The forest region nationwide is zoned into9 forest management
regions and 14 forest management sub-regions, where4 types of management regimes are
developed and adopted in accordance with the actual condition, i.e., strict protection, key area
protection, management with appropriate protection, and intensive management. Through the
measures as region-based management, land use control and less-impact logging, a
complete monitoring system was basically set up to fulfill resource monitoring, administration
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and supervision. The State Forestry Administration has 15 forest resource monitoring
departments positioned across China, which are in full charge of the monitoring across China
and strongly intensify the monitoring over forest resources. Since China adopted logging
guota system in 1987, 6 plannings of quotas have been developed and implemented. In the
6th quota planning which will be expired by 2015,271.054 million m? is allowed to be cut. It
has been proved in practices that the implementation of logging quota system has been
playing a vital role in protecting forest resource, improving ecological environment, and
mai ntaining the Adouble increasesd in forest ar

Provisions concerning forest resource protection and management in the Forest Law and the
Regulations on the Implementation of the Forest Law constitute the fundamental basis of
forest governance in China, and provide the key measures to control over-consumption of
forest resources and strengthen sustainable forest management. China's forest resource
governance syst daousing onauompasedegaverfiance, with licensed
logging, transportation and processing as the vital steps for supervision. 0

The Chinese government has paid great attention to forest management in accordance with
law to safeguard forest resources. For decades, the Chinese government has improved its
forestry legal system, enacted and amended laws, rules and regulations such as the Forest
Law, the Wildlife Protection Law, the Law of Preventing and Combating Desertification and
Sandification and, the Seeds Law, the Regulation on the Implementation of the Forestry Law,
the Regulations for the Implementation on the Protection of Terrestrial Wildlife, the
Regulations on the Protection of Wild Plants, the Regulations on Nature Reserves, the
Regulations on Forest Fire Prevention, the Regulations on Wetland Protection, and the rules
and regulation on forest land protection and management, forest property right circulation and
timber logging management. Through these measures, the legal system relating to forestry
development and ecosystem protection and restoration has been improved. In terms of
forestry law enforcement, China continues to strengthen

supervision and law enforcement, crack down on crimes like excessive logging and killing of
wild animals, and consolidate the achievements of forestry development.

2. Key elements relating to forest governance and forest resource
management

2.1 Policies, plans, programs and projects that deal with forest governance and
timber legality

Chinese Government has showed firm attitude and standpoint, as well as taken powerful
measures in fighting against illegal logging. China has established relatively complete laws
and regulations, launched targeted policies, and taken corresponding actions. All the works
have made significant achievements and were recognized and appreciated by the
international community.

(1) The Chinese government has carried out a series of practice and exploration
regarding sustainable forest management (SFM), and the sustainable forest
management system with Chinese characteristics has initially formed. China has
formulated the National Planning Outline for Forest protection and utilization
(2010-2020) and put forward a sustainable management strategy and target for the
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next period. Efforts has be made in working out some methods relating to forest
zoning, forest operation, logging management, implementing the forest cultivation
projects, and nationwide SFM pilot projects.

(2) The Chinese government has actively implemented conventions such as CITES,
UNCCD, RAMSAR and UNFCCC. It has sent delegations to attend relevant
conferences and conduct cooperation, and exchange views with participants from
other member states on relevant topics under the principle of common but
differentiated responsibilities.

(3) The study on timber legality verification scheme came up with two options: one is to
set up a government-led timber legality verification scheme and the other is to
establish a market-oriented third party legality verification scheme. Based on the study,
the timber legality evaluation standard, verification procedures and methods for
legality of timber source are developed, which are conf or mant domest€Chi nads
situations and can effectively meet international requirements on legality, with a view
to increasing the credibility of legal timbers from China.

(4) Chinese Government has signed the MoU on Combating lllegal Logging and
Associated Trade with the US, the EU, Australia, Indonesia and Japan. The bilateral
forum on combating illegal logging and associated trade was opened with US, under
which the research on timber legality verification strategy, customs data exchange and
other cooperation have been carried out. The study of Chinese Timber Legality
Verification Scheme was implemented in cooperation with the UK DFID, and the
scheme was piloted in Gabon, Indonesia and Papua New Guinea. Cooperation has
also been conducted with the EU for capacity building of SMEs for sustainable trade in
forest trade and training workshops targeting EU Timber Regulations.

(5) Chinese Government has issued the Guidelines for Overseas Sustainable Forest
Management and Utilization by Chinese Enterprises, to guide Chinese enterprises to
engage in forest logging and processing overseas in compliance with laws and
regulations as well as international conventions. The guideline was piloted among the
Chinese enterprises engaging timber logging and processing in Russia, Gabon and
Mozambique, which was highly recognized by the international community.

(6) Chinese Government has established a joint response mechanism engaging
governmental departments, industrial associations and enterprises, to fight against
illegal logging and associated trade, in order to further international communication
and policy inquiry, build Chinese enterprise
advocate green procurement.

2.2 Institutional aspect (provide details of organizations responsible for under
taking forest governance)

The State Forestry Administration of the People's Republic of China is an administration of the
People's Republic of China, in charge of the domestic forestry affairs.

Main function and missions of the SFA:

(1) Responsible for the supervision and administration of domestic forestry and ecological
construction.

(2) Organizing, coordinating, directing and supervising the domestic afforestation and
green work.
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(3) Assuming the responsibility for the protection, development , supervision and
management of forest felling and transport, organizing and guding the administration
of forest land and forest ownership.

(4) Organizing, coordinating, directing and supervising the protection of wetlands.

(5) Organizing, coordinating, directing and supervising the domestic prevention and
treatment of desertification.

(6) Organizing and directing the protection and rational use of wildlife and plants on the
land.

(7) Responsible for the supervision and management of natural reserves in the forestry
sector.

(8) Promoting forest reforms and protecting the legitimate rights and interests of forest
farmers.

(9) Supervising and inspecting the development and utilization of forests ,wetlands,
deserts and land-based wildlife and plants resources.

(10) Undertaking to organize, coordinate, direct and supervise the domestic work on the
forest firm prevention.

(11) Taking part in making fiscal, financial, price and trade policies and forest ecological
construction.

(12) Responsible for science and technology, education and foreign affairs in forestry and
its ecological construction, and directing the construction of the domestic forestry
human resources.

(13) Undertaking other tasks as entrusted by the Council.

23Chinads Timber Legality Verification
(1)Forest management

Legal forest management refers to forest management in compliance with domestic laws and
requirements, including laws concerning forest management, environment, labor, welfare,
health, security, taxation, and rights of land and resource use which may be influenced by
forest harvest right, as well as requirements on trade and export procedures.

(2) Control of supply chain

In addition to legal forest management, reliable control of supply chain is necessary, since it
relates timber products with forest management. Running through the whole process from
forest to end product, timbers with unknown sources or even illegal timbers may mix with or
even replace legal timbers. Therefore, it is necessary to know what controls have been
implemented in each step to prevent those incidents from happening. Each step in timber
circulation can be tracked via a regulation system inside enterprise.

(3) Goal of Chinads timber Il egality verifi

Currently, illegal logging has become the main global concern, since it not only damages
environment and leads to forest degradation, but also adversely influences governmental
taxati on, enterprise profitability and fo
governments, enterprises, NGOs and the public have taken diversified measures to reduce
the risk of illegal logging, among which timber legality verification has become one of the most
important methods recognized by the international community in controlling illegal timber
harvest and trading. Considering the international development of timber legality verification
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and Chinese situation, we proposed a voluntary verification standard led by the government
and based on due diligence, to fight against illegal logging, regulate production of forest
products, meet international legality requirement, effectively expand international market,
promote international trade of forest product and forestry legalization in China.

(4) Construction Principles of Chinads timber | e

The following construction principles should be followed to ensure healthy and orderly

devel opment of Chinabés timber Il egality verificat
T I'ndependence: Chinads ti mber l egal ity ver.i

independence in development, in terms of capital support, system operation,
verification audit, certificate issuance and logo management, in order to ensure the
equality and credibility of verification audit.
T Voluntariness: Chinads timber l egality veri
market behavior, so it is not compulsory to enterprises. Enterprise is free to choose
this or other systems prevailing on market.
T Legality: Chinadés timber | egality verificati
in compliance with relevant Chinese laws and regulations, and shall be approved by
verification institution in compliance with relevant Chinese laws and regulations.

f Transparency: The standard, procedur e, resul
legality verification system shall be transparent.
1 Technica | uni fication: Chinads timber |l egality

unified, and verification standard shall be universal to meet the needs of verification
and audit of timbers from all sources to the largest extent.
1 Multi-lateral participatio n : Chinabds timber |l egality verif
multi-lateral system. In its establishment, the system needs to be promoted by
relevant governmental departments and organized by relevant associations; In its

implementation, it needs association6 s ef forts, f orest manage
processorés participation, as well as public
(5) Structure of Chinads timber Il egality verific

Based on international requirements, main management pattern and Chinese situation, the
framework of Chinads timber | egality vertierficatic
structure, namely the steering committee, legality committee and legality verification

institution.

The steering committee of @tion reystérm comsistsn ofe r l eg
representatives from relevant departments under the State Administration of Forestry, the

General Administration of Customs, the Ministry of Commerce, the Ministry of Foreign Affairs

and the Ministry of Finance, and takes the responsibility of macro instruction on the
development of the system.

Chinese Legality Committee is supposed to be a timber legality union consisting of main
timber industrial associations, verification institutions and research institutes in China, and a
secretariat under the International Forest Product Trade Research Center of the State
Forestry Administration, with the responsibilities of publishing verification standard, guidance
and guideline, authorizing and managing verification institution, managing and verifying
various information of enterprises.
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Timber legality verification institution under Chinese legality committee can only conduct
legality verification service for forestry production, processing and trading enterprises with the
approval of the latter. Its main responsibilities include verification, issuance of verification
certificate, monitoring verification in accordance with timber legality verification standard.
Verification institution shall submit application and relevant materials for approval to the
Chinese legality committee.

Interest consulting committee is supposed to invite relevant associations, governmental
departments, enterprises and NGOs to discuss over issues and works relating to timber
|l egality wverification, and to promote the
system.

Framework of Chinese timber legality verification standard consists of two core parts: System
document and technical specification , see main contents in Table 1:

Table 1 Framework and Main Contents of Chinese Timber Legality Verification Standard
System

Name of Standard to be

No. | T
° ype Formulated

Target and Main Content of Standard

rules of
legality

Implementation

) . To provide rules for all aspects of
Chinese timber P P

System
document

verification

timber legality verification system

Administrative measures of
Chinese timber legality
verification logo

To manage the use of verification
logo, including authorization use, logo
use, etc.

Dispute settlement
mechanism of Chinese
timber legality verification

To provide dispute and conflict

settlement methods

Administrative measures of
Chinese timber legality
verification institution

To regulate the approval
management of verification institution

Technical
specificatio
n

Chinese standard for legal
timber

To define and explain the concept of
legal timber, implication  and
extension, application, terms and
definition, principle, verification
standard and main indicator

Administrative  rules for
implementation of Chinese
legality verification

To manage and regulate the
implementation of legality verification,
with reference to the Due Diligence
system

audit of
legality

Guidance on
Chinese timber
verification

To instruct t he al
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Guidance on operation of
Chinese timber legality
verification

To instruct the legality certification
conducted by verification institution

Table 2Chinese Standard for Legal Timber

Content Main Principle

Commitment of legal purchase; responsibility and power; saving of
evidence; monitoring for implementation of due diligence system;
scope of due diligence system; supply chain and material
information; risk evaluation; risk mitigation; declaration

Due Diligence

Forest Forestland ownership; legal registration; payment of taxes and dues
management accor di ng to | aw; |l egal harvest;
legality and communityods rights
Supply chain | Legal registration; import legality; transportation legality; export
legality legality
Management system; raw material purchase; raw material
CoC acceptance and storage; processing; sales; declaration of timber
legality

3. Lesson learn

Chinese government adheres to global forest resources cooperation strategy for mutual
benefits, joint wins and sustainable development, strengthening the supervision of timber
source and cracking down on illegal logging and related trade. Chinese government is willing
to work with international community together to promote global sustainable forest
management, enhance forest protection, and improve the capacity against climate change. To
this end:

(L)Work together with countries to come to consensus on definition of timber legality and
accurately define the criteria and basis. Mutual recognition scheme of timber legality that
meets the interests of all parties, especially the interests of a mass of developing countries,
should be explored and established via in-depth communication and collaboration.

(2)Work together to explore and establish the allied response mechanism against illegal
logging and related trade which integrates government authorities, sector organizations
and enterprises. The stress should be put on the leading role of governments.
Governments should strengthen domestic forest legislation and law enforcement, and
crack down on illegal logging and related trade from the source. The role of sector
organizations and enterprise in addressing illegal logging and related trade should be fully
played, and it should encourage sector organizations and enterprises to take all forms of
non-government communications.

(3)Addressing illegal logging and related trade is the joint responsibility of all stakeholders,
and requires joint effort and cooperation of all parties in the chain of timber production,
processing and international trade as well as undertaking obligations that all parties should
take according to their capacity and condition. Government authorities should enhance
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guidance and service, while enterprises should raise their sense of self-discipline and
responsibility.

(4)Cooperation between all parties is contributive to trade facilitation and eliminate the
impact on international trade in forest products. lllegal logging issue should not be
employed as the means to hinder normal trade. Much effort should be taken to prevent
trade barriers forming and maintain a normal sequence of forest product trade.

(5) China is willing to share with countries its successful experiences in forest resources
governance, and to help to the best of its ability African countries and neighboring
developing countries to improve their ability to monitor and govern forest resources.

Key challenges as follow:

T

1

Further development of CTLVS, including promotion and application of a CTLVS and
assurance of its credibility is likely to require coordination of several public agencies
(including SFA and MOFCOM, and, depending on the option chosen other agencies
such as General Customs Administration, Certification and Accreditation
Administration, and the Administration of Quality Supervision, Inspection and
Quarantine).

Stakeholder awareness concerning legality issues (including both public agencies
and the private sector) is not universally high. In addition, there are doubts about the
actual impacts of policy instruments such as the EUTR and the U.S. Lacey Act, and

many business stakeholders are adopting

Domestic demand for timber and wood products is high, and is growing rapidly, and
unfettered by requirements to demonstrate legality. This segmentation of domestic
and international markets creates a considerable challenge for the promotion of
timber legality.

Credible legality verification and timber tracking along complex supply chain.

4. The way forward

Performance benchmarks for the CTLVS are compiled, systematically assessed and shared.

The

first result serves to mainstream | egality

(EU and US) into the development of the CTLVS.

A draft CTLVS (consisting of standard, operational procedures, institutional framework) is
designed, piloted and submitted to relevant government agencies. The result aims to design
three complementary components that together define the CTLVS: (i) Standards define

minimum requirements for legality, reflecting the applicable laws of principal supplier countries.

(i) Operational procedures determine the steps and means whereby adherence to standards
is ascertained, e.g. rules for the collection and validation of information with a view to assuring
transparency of supply chains, as well as the documentation and sharing of information with
target markets. (iii) The institutional framework serves to promote application of the CTLVS
among Chinese market stakeholders by means of, e.g. government support and guidance,
information sharing and knowledge management, advisory support and oversight by relevant
government agencies with a view to promoting credibility and robustness of the CTLVS.
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5. Summary

lllegal timber logging and related trade breach of the laws & regulations of forest and trade in
countries of origin, invade and occupy the financial revenues of local governments and
communities, intensify regional poverty and interests conflicts, damage legitimate interests of
managers and distort international trade in forest products. Illegal timber logging and related
trade are the vital factor causing deforestation and forest degradation and damaging
biodiversity, which seriously impacts on the sustainable economic, social and ecological
development.

It is recommended to carry out the cooperation on the APEC platform in the following aspects:

First, it should promote the each side to
and related tradebo. termatiopallyeunifted definitidn tore ilegal timiser
logging and related trade.

Second, the communications and cooperation in forest law enforcement and governance
should be strengthen, and stronger measures should be jointly taken to effectively curb illegal
logging and promote sustainable forest product trade and sustainable forest management.

Third, information sharing mechanism should be established to increase the transparency of
timber market. Many illegal timber trades are ongoing by counterfeiting the certificate of origin.
So it is supposed to enhance the close cooperation between domestic customs and increase
the exchange and transparency of customs data for jointly combating the trade of illegal
timber.

Fourth, it is supposed to promote the each sides to come to a mutual understanding of the
legality verification of timber and timber products in international trade. The research on
timber legality verification should be jointly conducted to establish the legality verification
mechanism for proving the legal sources of timber and timber products harvested, processed
and circulated in the host economy or imported/exported from/to foreign countries and
encourage the trading and utilization of timber and timber products with legal sources.

Fifth, economies should carry out necessary information exchange and capacity building in
terms of related domestic laws and regulations, international actions and the development of
timber and timber product trade.

Sixth, it should understand the important role of public sector, association and enterprises in
combating illegal timber logging and related trade, and encourage associations and
enterprises to take autonomous actions and develop multiple forms of private communication
in terms of combating illegal logging and related trade.

Seventh, it is supposed to oppose the trade protectionism in the name of combating illegal
logging and related trade. Addressing illegal logging is not the responsibility of a certain
economy and region but the joint responsibility and obligation of the international community.

Nowadays, global economic integration process speeds up, international community is more
closely interactive and foreign trade in forest products is booming. China is sincerely willing to
communicate and cooperate with other countries to contribute to global sustainable forest
management and green growth.
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Sistem Verifikasi Legalitas Kayu (SVLK) 1
Commitment to Sustainable Forest and Legal
Timber Trade, Indonesia

By Noni Eko Rahayu

Ministry of Environment and Forestry, Republic of Indonesia

Abstract

Forests and inland water bodies in Indonesia cover about 129.42 million hectares (68.23%)
out of 189.66 million hectares land area. The forests are state-forest and classified into
conservation forest, protection forest, and production forest. Indonesian forest resources had
been suffered from illegal logging and trade practices due to poor practice of forest
management and law enforcement. These resulted in a high deforestation rate leading to
significant environmental deterioration.

Indonesia has learned the hard lesson and made commitment to combat illegal logging and
associated trade. Induced by Bali Declaration in 2001 on FLEG, Indonesia multi-stakeholders
established soft approach called Sistem Verifikasi Legalitas Kayu (SVLK) or Indonesian
Timber Legality Assurance System (Indonesia TLAS) in 2003. The system was expected to
complement the law enforcement to improve forest governance and promote legal timber
trade. The principles of SVLK are governance, representativeness and credibility. The key
actors of SVLK are The National Accreditation Body; Conformity Assessment Body (CAB)
which consists of Sustainable Forest Management (SFM) Performance Assessement Body
and Timber Legality (TL) Verification Body; NGOs/CSOs as Independent Monitors (IM);
business unit managements both on farm and off farm as the auditees; and governments as
regulator and facilitator.

SVLK is mandatory for all businesses ranging from upstream to downstream forest-based
sectors where regulatory compliance is evidenced by the acquisition of certificates based on
criteria and standards appropriate to the type of business.

SVLK continues to grow and become domestic commitment, especially when Indonesia
started negotiation FLEGT-VPA with European Union (EU) in 2007. The negotiation was
concluded in 2013 and ratified in 2014. With this places Indonesia as the first economy which
has FLEGT-VPA with European Union and possess system to guarantee all timber and timber
product traded from Indonesia are produced from legal resources and processed in legal
manner.

To further promote the system worldwide Indonesia has developed market dialogues and
bilateral meeting with some major exporting countries. SVLK has been recognized by
Australia through Economy Specific Guidelines which was co-endorsed by both governments
in 2014. Indonesia is also in the negotiation process on Mutual Recognition Arrangement
(MRA) on legal timber trade with exporting countries, such as Canada, Korea, Chile and New
Zealand.
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In the domestic implementation, the progress of SVLK implementation has been shown by the
number of SFM and TL certification in the last five years. In the end of December 2011, there
were 78 unit managements of state-forest management permit holders assessed by 12 SFM
Performance Assessment Bodies; and 13 unit managements of state-forest management
permit holders, 5 groups of privately-owned forest owners and 159 units of primary and
secondary timber industries verified by 8 TL Verification Bodies. In the end of June 2015,
there were 220 unit managements of state-forest management permit holders assessed by 14
SFM Performance Assessment Bodies; and 115 unit managements of state-forest
management permit holders, 99 groups of privately-owned forest owner and 1,796 units of
primary and secondary timber industries verified by 20 TL Verification Bodies. Such progress
can be monitored in SILK website, silk.dephut.go.id.

One of the prominent challenges in SVLK implementation is the compliance of small-scale
actors in upstream sector (privately-owned forest owners) and downstream sector (primary
and secondary timber industries, timber depots, household industries/craftsmen). The
government in collaboration with related ministries and donors have given assistance and
certification facilitation through SVLK implementation acceleration program. The program can
be monitored in website dataindustrikayu.org.

Some of the lessons learned from SVLK implementation among others are political will of the
government, central and local, and the public awareness are the main drivers of paradigm
change in forest governance. The support of multi-stakeholder gives stronger effect on policy
decision making, wider opportunity small-scale actors to be facilitated, continuous monitoring
on the implementation and growing sense of belonging to the system.

The issued to be addressed as further efforts are among others ensuring small-scale actors
become independent and sustainable; wider recognition of SVLK and encouragement to other
countries to adopt a regulation to avoid the trade of illegally harvested timber products; and
maintaining SVLK credibility by assuring all elements involved do their tasks professionally.

A. Introduction

Indonesia has been endowed with a vast state-owned tropical rain forest. Forests and inland
water bodies in Indonesia cover an area of 129.42 million hectares (MoF, 2014). Forests in
Indonesia are categorised as hutan negara (state forests) and hutan hak (privately-owed
forest). Forest management is based on the principles of benefit, sustainability, democracy,
justice, solidarity, openness, and integrity (Law No. 41/1999).

State forests are classified into three main functions, namely conservation forest of 27.39
million hectares; protection forest of 29.91 million hectares; and production forest of 72.10
million hectares, including convertible forests of 15.52 million hectares (MoF, 2014).

Indonesian forest resources had been suffered from illegal logging and trade practices. These
resulted in a high deforestation rate leading to significant environmental deterioration.

Indonesia has shown a high commitment on Forestry Law Enforcement and Governance
(FLEG) following the Bali Declaration in 2001 on FLEG. The declaration constitutes a new era
on forest resources management and utilization by intensifying eradication of illegal logging
and associated trade through law enforcement (hard approach). This effort has resulted in
significant decrease of illegal logging cases in the last ten years.
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Eventhough the hard approach has shown its significant performance, it has not yet been
considered as an effective way to combating illegal logging and associated trade cases down
to the lowest level. Therefore, Indonesia established the soft approach in 2003 by developing
a multi-stakeholder participation-based system so called Sistem Verifikasi Legalitas Kayu
(SVLK) or Indonesian Timber Legality Assurance System (Indonesia TLAS). The hard
approach and soft approach are expected to complete each other toward good governance
and sustainable forest resources.

SVLK has been officially launched through the Ministry of Forestry Regulation and taken
effect on 1 September 2009. This policy is mandatory for all businesses ranging from
upstream to downstream forest-based sectors where regulatory compliance is evidenced by
the acquisition of certificates based on criteria and standards appropriate to the type of
business. SVLK marks its milestone in transparency aspect in end of 2012 by launching
information system on timber legality called SILK, which give the public various information
about SVLK implementation and progress, including export of Indonesian legal timber
products.

The principles of SVLK are governance, representativeness and credibility. It aims at
improving forest governance and ensuring that Indonesian forest products are produced,
harvested, processed, traded and shipped in compliance with the forestry-related laws and
regulations of Indonesia through a verification and certification process. The certification is
intended to assure forest products, customers and trading partner governments that products
are legal and to secure access to both foreign and domestic markets.

The underlying objectives of developing the system are to tackle illegal logging and associate
trade through promoting trade of legal timber, to support sustainable economic development,
to conserve uniquely mega-biodiversity and address climate change issues, to support
poverty alleviation (pro-growth, pro-job, and pro-poor, as well as pro-environment).

While SVLK is being developed, in 2007 Indonesia has started negotiation FLEGT-VPA with
European Union (EU). After almost 7 years the negotiation has been concluded by both sides
signing the agreement on 30 September 2013. The agreement has been ratified in Indonesia
by Presidential Decree in 13 March 2014 and almost unanimously voting agrees to ratify in
the European Union Parliament in 27 February 2014 and then ratified in May 2014. With this
places Indonesia as the first economy which has FLEGT-VPA with European Union and
possess system to guarantee all timber and timber product traded from Indonesia are
produced from legal resources and processed in legal manner.

Australia has also recognizes SVLK by Economy Specific Guideline for Indonesia which
intended to assit business importing regulated timber products from Indonesia into Australia
according to the lllegal Logging Prohibition Amendment Regulation 2013, which supports the
lllegal Logging Prohibition Act 2012. The guideline was co-endorsed by the Australian and
Indonesian government on 21 October 2014.

To further promote the system worldwide Indonesia has developed market dialogues and
bilateral meeting with some major exporting countries such as China, Japan, South Korea, UK,
Germany, Australia, Canada and USA. With the issuance of import regulation as one of SVLK
requirement, some countries are negotiating Mutual Recognition Arrangement (MRA) on legal
timber trade, such as Canada, South Korea, Japan, Chile and New Zealand.
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SVLK has become Indonesian branding for legal timber products harvested from sustainable
forest for both international and domestic market. Its implementation indicate how the forest
is managed, how the industry is working, how the traders is doing business, how the
stakeholders involved are doing their tasks and most important is how the governments,
central and local, providing best service in corridor of regulation compliance.

B. Key element relating to forest governance and forest resource
management

The outstanding characteristic of the SVLK is developed through a multi-stakeholders
participation process. The SVLK regulation is formulated by small team of multi-stakeholders,
including academics, private sectors, NGOs/CSOs, and then brought to regional and
domestic public consultation to get more inputs from broader stakeholders to be finalized.
SVLK consists some key actors. The National Accreditation Body, which is the member of
Pacific Accreditation Cooperation (PAC) and International Accreditation Forum (IAF),
accredits and evaluates Conformity Assessment Body (CAB). CABs consist of Sustainable
Forest Management (SFM) Performance Assessement Body and Timber Legality (TL)
Verification Body. They work as independent auditor based on international standards, such
as ISO/IEC 19011:2012 Guidelines for auditing management systems; ISO/IEC 17065:2012
Conformity assessment - Requirements for bodies certifying products, processes and
services; ISO/IEC Guide 23:1982 Methods of Indicating Confirmity with Standards for
Third-party Certification Systems, ISO/IEC 17050-1:2010 Conformity assessment o
Supplier's declaration of conformity & Part 1: General requirements; and ISO/IEC
17050-2:2010 Conformity Evaluation - Declaration of Conformity by the Supplier-Part 2:
Supporting Documents. NGOs/CSOs play vital role as Independent Monitors (IM). Business
unit managements both on farm and off farm are the auditees, and governments act as
regulator and facilitator.

How SVLK working can be described in the following diagram in Figure 1:

Elements of SVLK
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Figure 1. Element of SVLK

SVLK is applied to business unit managements working in both state-owned forest and
privately-owned forest, primary and secondary timber industries as well as finished products
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intended for export and domestic markets. However SVLK can not be implemented for
confiscated timbers as their legality and originality are not traceable. These business unit
managements include: state-forest managed by concessionaires and rights holder;
state-forest managed by community, convertible forest permit holder, privately-owned forest,
primary and secondary timber industries, small and medium scale enterprises, finished
products industry, timber trader - including exporter and importer, and timber depot.

The scope of SVLK is described in Figure 2:

% Scope of SVLK
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Figure 2. Scope of SVLK

SVLK implementation is on going process with its own dynamics. The involvement and
contribution of multi-stakeholders are needed to succeed the SVLK implementation due to its
vast coverage. State-forest management permit holders and rights holder, as well as
large-scale primary and secondary timber industries, have relatively sufficient capacity to
implement SVLK. However, state-forest managed by community, privately-owned forest
owners, small and medium primary and secondary timber industries, household
industries/craftsmen and small-scale timber depots are likely to have issues in financing for
certification and compliance on certain standards verifiers due to their limited capacity and
information. On the other side, the availability of CABs and auditors and the sustainability of
independent monitoring financing are also identified as challenges to be addressed.

As regulator, the government has the responsibility to ensure its policy implemented in the
field. Addressing the challenges, the government has taken some measures, both in
regulation revision and financial support. Group certification facilitation and certification
budget standards are some of the breakthroughs in SVLK.

In 2013 and 2014, the government (MoF) in cooperation with UK Government had developed
Multi-stakeholders Forestry Programme (MFP), which had facilitated SVLK implementation,
especially for privately-owned forest owners and small-scale primary and secondary timber
industries, to get assistance and certification of timber legality.
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Local government and civil society organization, as well as forest-based association
personnels, act as assistants to local communities (privately-owned forest owners and
small-scale timber industries). Large-scale timber industries are also required to encourage
their suppliers to be certified. This measure will ensure sustainable supply of legal timber
and/or timber products and create trust between supplier and user.

Other stakeholders and donors, among others Ministry of Industry (Mol), Ministry of Small and
Medium Enterprises and Cooperative Development (MoSMECD), Ecolabel Indonesia,
Kemitraan Partnership, The Nature Conservancy (TNC) Indonesia, WWF Indonesia 1
Program Global Forest and Trade Network (GFTN), ITTO, The Tropical Forest Trust (TFT),
The Environment Investigation Agency join with Forest Watch and Independent Forest
Monitoring Network have participated in capacity building, dissemination, hearings,
monitoring, public awareness campaign, promotion, research, policy and institutional
strengthening of SVLK.

The breakthrough in information related to SVLK implementation is the operation of SILK. The
system provide web service based application that will use all the TL Verification Body to
endorse the timber/wood product export or to issued V-Legal Document. It is connected to
INATRADE system in Ministry of Trade (MoT) that connects to the portal of the Indonesian
National Single Window (INSW) System at the Directorate General of Customs and Excise of
the Ministry of Finance for export registration. This system would also allow the customs
departments of export destination countries to obtain certainty or clarification of the legality of
timber from Indonesia. SILK in now in development process for import recomendation system.
The information technology is also developed for monitoring the progress of SVLK
acceleration program.

Another breakthrough in government policy is the issuance of Ministry of Forestry Regulation

Number 43/ 2014 which acknowledges Supplieros

proof for timber sourced from privately-owned forest which is low-risk species. Therefore, any
actors/industries who only have, process and trade timber sourced from privately-owned
forest may issue SDoc, including the privately-owned forest owners. The issuance of SDoc
gives more benefit for such actors to implement SVLK, as well as providing opportunity for
privately-owned forest-based industries to grow and supply larger-scale timber industries,
which in the bigger picture of forest management will lessen the pressure to natural
production forest.

Another important point in the revision of Ministry of Forestry Regulation Number 43/2014, the
government ensures the security of IM for doing their tasks in SVLK. This shows how the
government acknowledges the vital role of independent monitoring to maintain SVLK
credibility. As for the funding of monitoring activity, even though IM finance their activities
independently, the government may facilitate them to get funding resource.

Parallel to SVLK implementation, the government of Indonesia are improving other public
services. In 2014, one-stop service for new investment permit is implemented, including
forest-based sector, provided by Badan Koordinasi Penanaman Modal (BKPM) or Investment
Coordinating Board.

Under the new regulation, state-forest management and primary timber industry with capacity
more than 6.000 m3/year licensing, expansion and renewal issued by Chairman of BKPM on
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behalf of Environment and Forestry Minister. Facility and simplicity have made government
services available and affordable, especially for small-scale actors.

In the framework of FLEGT-VPA with EU, Indonesia has entered critical phase where FLEGT
Licensing will be expected to go alive in 2016. This moment has been one of the
encouragement for SVLK full implementation.

In 2015, the governments (MoEF, Ministry of Industry, some local governments) in
cooperation with donors carry out SVLK implementation acceleration program throughout
Indonesia. Starting with three ministries coordination meeting (MoEF, MoT and Mol) in
domestic level, then followed by coordination in regional level with local government (province
and district officials). The target priorities for the SVLK implementation acceleration program
are small-scale primary and secondary industries, privately-owned forest-based primary and
secondary industries; and timber depots. Budget for this program is more than USD 10
million.

The domestic challenges of SVLK implementation have been addressed and the progress
has been made. However, another challenges that come from global market are still
becoming homework. Recognition and acceptance of SVLK in world market need to be
supported by high political commitment and global cooperation. Market incentive of legal
timber has not been fairly obtained. Even though the global market trend shows increase of
legal timber demand, but some, if not most, of global players i both producers and consumers
- still resistant to practice legal timber trade due to comfort zone and business as usual. This
particular challenge needs to be addressed in all political levels in all countries and then
implemented in business level, otherwise legal timber trade will just be jargon.

C. Lesson learnt

Good governance as the fundamental basis for the progress and success of a nation cannot
happen in short period of time without hard work, patience and continuous effort. Political will
of the government, central and local, and the public awareness are the main drivers of
paradigm change in forest governance.

The hard approach and soft approach towards good governance as well as legal timber trade
promotion have to go hand in hand. In the law enforcement, there is significant decrease of
illegal logging cases. In 2006 there was 1,705 cases and by 2014 there was 29 cases. This
number may indicate the awareness on legal timber trade increases, especially through SVLK
implementation. Continuous and intensive socialization to build common perception and
acceptance amongst the stakeholders involved in SVLK has resulted some progress.

The progress of SVLK implementation has been shown by the number of SFM and TL
certification in the last five years. In the end of December 2011, there were 78 unit
managements of state-forest management permit holders assessed by 12 SFM Performance
Assessment Bodies; and 13 unit managements of state-forest management permit holders, 5
groups of privately-owned forest owners and 159 units of primary and secondary timber
industries verified by 8 TL Verification Bodies. In the end of June 2015, there were 220 unit
managements of state-forest management permit holders assessed by 14 SFM Performance
Assessment Bodies; and 115 unit managements of state-forest management permit holders,
99 groups of privately-owned forest owner and 1,796 units of primary and secondary timber
industries verified by 20 TL Verification Bodies.
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SVLK progress and other important information are uploaded in SILK website,
silk.dephut.go.id, for public to acquire. SILK also provides data of Indonesian timber product
export, i.e. export destination economy, number of port of loading, number of port of
discharge, export value, type of products ect, which give the potential buyers or any interested
parties to see how SVLK works. In the aspect of policy, SILK has become a media for
multi-stakeholders to be involved in decision making. All regulation drafts related to SVLK are
also uploaded in SILK to invite comments. This method gives equal opportunity to any actors
who are not able to participate in stakeholders meeting to deliver their ideas and inputs to the
regulation. Transparency, as part of SVLK credibility, represented by SILK gives more
opportunity for the system to be recognized and accepted.

In practice level, the support for SVLK implementation continues to grow. Some local
governments have issued regulations to accelerate SVLK implementation, providing more
support towards good governance, especially in industry permit issuance, which becomes
one of main financial constraints. These kind of supports are highly appreciated and
encouraged to be adopted in other places.

One of the success key of SVLK implementation acceleration is group certification. Given the
number, distribution and capacity of small-scale actors compared to availability of CABs and
their auditors, individual certification will likely take forever to be realized. To encourage those
actors to be in group has its own dynamics as well. Not collecting number of participants, but
synchronizing their mindset and create equal environment to succeed their collaboration
which needs harder work and endurance. To ensure those actors become independent and
gain ability to grow their business is another homework. However, group certification for
small-scale actors through assistance process has shown a cost-effective implementation.

Data extracted from dataindustrikayu.org, an information system of SVLK implementation
acceleration program, shows that from February to June 2015 the participants of the program
are more than 2,500 units.

Lesson learned from this program is that small-scale actors are big force when they synergize.
When they possess high opportunity to market access, they become the backbone for the
community economy development. But, to ensure the program works takes a lot of financial
support, availability of field personnel and continuous coordination inter sectors.

MoEF has signed Memorandum of Understanding (MoU) with Union of National Bank in 2012
to support small-scale actors financial issues. But, in realization, the chances of those actors
to be supported need to be improved. There should be a consistent effort from the
government to encourage finance sector to contribute to those vulnerable actors.

Efforts have done by Indonesian stakeholders to improve forest governance and legal timber
trade. Yet, in the later issue, market has its own power and such power at this moment has
not provided significant incentive. The apparent market incentive for Indonesia, at least in EU
market in the context of FLEGT-VPA, may be seen when FLEGT Licensing goes alive. Since
Indonesia has done most of its homework, Indonesia earns to confirm the promise of legal
timber trade incentive. The question is, is EU ready to realize it?

D.The way forward
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As an ongoing process, SVLK implementation will continue to widen its coverage and assure
all elements involved do their jobs well. More intensive socialization of SVLK and capacity
building, as well as promotion of legal timber trade, will invite more stakeholders. It should be
understood that SVLK is not the work of one ministry, but the responsibility of all
forestry-based actors and related sectors.

Indonesia are finalizing the regulatory instruments to allow the domestic market as well as the
import regulation over the raw material, to ensure a higher standard of credibility over SVLK.
The instrument for domestic market such as green product procurement policy, which
required any official procurement must obtained from SVLK scheme-based sources. The
import regulation is issued by MoT in 2014 and will be implemented in the end of 2015. Its
technical regulation is provided by MoEF and its system is connected via SILK to INATRADE
and INSW.

Indonesia puts high expectation that the markets recognize SVLK and strive to encourage
other countries to adopt a regulation which avoid the trade of illegally harvested timber
products. The regulation should be non-discriminatory to ensure that no illegal timber is
traded.

E.Summary

SVLK is national commitment and dignity to improve forest governance, combat illegal
logging and promote legal timber trade. Efforts have been made in domestic level and local
level, involving multi-stakeholders to ensure the system works and to be fully implemented.
Efforts have also been carried out in international level by promoting SVLK to be recognized
and accepted in global market.

Small-scale actors in upstream sector (privately-owned forest owners) and downstream
sector (primary and secondary timber industries, timber depots, household
industries/craftsmen) are the target priority for SVLK implementation acceleration. Facilitation
is given to those actors due to their limited capacity and finance, as well as access to
information. The government in collaboration with related institution and donors finance
small-scale actors to be certified, but future effort to ensure those actors become independent
and sustainable needs to be addressed further.

Global commitment on combating illegal logging and associated trade and sustainable forest
management will be materialized when exporting and importing countries implement
non-discriminatory regulation on legal timber trade. Indonesia is encouraging such effort in
bilateral, regional and domestic level meeting. FLEGT-VPA can be adopted as referent
scheme.

Information technology-based system supports forest governance by providing better and
faster service and transparency. SVLK is a paradigm revolution. Some resistant actors
present, whether private sector, community, civil society organization, domestic and
international market or even in government itself. Continuous capacity building and
awareness raising are important to be addressed.
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Implementation of Sustainable Forest
Management (SFM) in Sabah, Malaysia

Daim Bin Balingi

1. Introduction

Forests are important to our ecological, economic and social wellbeing. They provide wood
and non-wood products, recreational opportunities and other non-market goods and services
such as water and clean air. The global demand for its numerous functions and services is
increasing in recent decades. Climate change, however poses enormous challenges for
forests and people. If forests are managed according to the principles of sustainable forest
management (SFM), then optimizing its various functions including climate change mitigation
are fully consistent with the objective of managing them for sustainable growth.

Sabah Forestry Department (SFD) first declared its commitment to SFM in 1997 after the
historic United Nations Conference on Environment and Development (UNCED) in Rio de
Janeiro in 1992. This approach to forest management strives to maintain the full range of
values that we attach to our forests-environmental, economic and social. Since then, much
hard work has gone into developing and evolving forest management practices in the State.
Determined to make good on its commitment on SFM, the SFD has put in place strategies,
laws, policies, planning and assessment systems, and science-based tools, standards and
procedures and guidelines, all with a single goal: to maintain a sustainable, healthy forest
resource for generations to come. It is a big responsibility that we accept with great pride. On
behalf of the State Government and the people of Sabah, we seek to maximize the
environmental, social and economic benefits from the forest assets that we manage. Most
importantly, we seek to hand on to the next generation of Sabahans a forest asset in even
better health and value than the forest this generation inherited. In the process, the SFD has
risen to global prominence as a practitioner and promoter of SFM. Thus, this Annual Report
measures our annual progress and performance in meeting the basic principles of SFM and
indicator targets as outlined in the Forest Management Plans (FMP), Agro forestry
Development Plans (ADP), Plantation Development Plans (PDP) and Annual Work Plans
(AWP), over the reporting period of January 1st 2010 to December 31st 2010. The intent of
the report is to highlight how we have performed in 2010and how the forest sector is
transforming itself and meeting challenges by introducing new ideas in SFM, while at the
same time, maintaining healthy, productive forests. It is also the intent of this report for SFM to
be viewed by the public as an open and evolving process to meet the challenges of forest
management in the State for the benefit of present and future generations.

The Sustainable Forest Management (SFM) concept that was introduced in Sabah in 1997
address concerns of deforestation and forest degradation. Since its inception over nearly two
decades ago, SFM conceptually and pr farestsiare
being managed. Domestic legislation and policies on forestry have had respond to rapidly
changing international regimes in which trade and increasingly environmental issues play a
greater role. Thus the practice of sustainable forest management (SFM) in managing forest
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resources has evolved from sustainable timber production to incorporate multiple-use,
protection and conservation, with greater emphasis on goods and services that contribute
substantially to public bengfits.

The strategy to capitalize on the strength of SFM practice is being explored for its
contributions to the mitigation of climate change and to maximize their full range of economic
and non-market benefits. Establishing new revenue streams from non-timber products such
as tourism licenses, funding for biodiversity, carbon sequestration and other ecosystem
services as an economic opportunity has been initiated with the implementation of several
pilot projects. If successful, these could greatly enhance conservation effort in sustainable
forest management.

2. Forest tresources

Most of Sabahés forests are | ocated within a | ar
as the fHeart of Borneoo. This contains some 2(
rainforest in the Indonesian region of Kalimantan, the East Malaysian states of Sabah and

Sarawak and the nation of Brunei Darussalam. The forests are relatively well conserved,
covering about 40% of Sabaho6s tot al |l and area.
astounding array of plants and other life forms, of which more than 3,000 species are of trees,

not including the thousands of other plant species.

2.1 Permanent Forest Reserves

As for 2014, the total area of Permanent Forest Reserve (PFR) was 3,615 million ha, an
increase of 5,816 ha from the total area in 2012 of 3.609 million ha. The percentage of PFR in

relation to Sabahods tot al | andmasFRinolddesTlas3b 2 mi | |
I Protection Forest Reserve (1.039 million ha), Class Il i Commercial Forest Reserve (2.033
million ha), Class Ill T Domestic Forest Reserve (4,673 ha), Class IV i Amenity Forest

Reserve (12,409 ha), Class V i Mangrove Forest Reserve (281,375 ha), Class VI i Virgin

Jungle Forest (106,801 ha) and Class VII T Wildlife Reserve (137,735 ha). Another 274,129

ha outside the PFR are gazette as Parks, Wildlife Sanctuary and Wildlife Conservation Areas

under various other laws and legislation (Figure 1). Thus, the percentage of legislated forest

areas in relation to Sabahodés tot al l and mass i s
protected area (TPA) is about 1.56 million hectares, which is well above the 10% target set by

IUCN at about 21%. The State is determined to further increase its TPAs to 2.10 million ha

(30%) within the next 10 years.
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FOREST RESERVES AND OTHER
a’ FOREST LANDS IN SABAH
7

g FOREST RE!
7. -

Figure 1: Map showing forest reserve classes and other protected land in Sabah.

The permanent forest reserves in Sabah are classified into seven classes based on their
specific functions as shown in Table 1.

Table 1: Classes of Permanent Forest Reserves and Their Specific Functions.

Class Type of Forest Forest Function Area (Ha)
Reserve
I Protection Forest Forest conserved for the protection of watershed | 1,038,890.00

and maintenance of the stability of soil, water
conservation and other essential climatic and
environmental factors. Logging is not permitted in
these areas. There are currently 114 forest
reserves of this class throughout Sabah, making
up 28.74% of the total PFR. Logging is prohibited.

(836,526.74)

Commercial Forest

Forests allocated for harvesting to supply timber
and other forest produce, contributing to the
stateds economy. Har v
according to Sustainable Forest Management
(SFM) principles,. Collectively, there are 43
locations throughout Sabah, making up 56.24%
of the total PFR.

2,033,183.00

(2,177,732.0
0)

Domestic Forest

The produce from this forest -classification,
including small amount of timber, is for the
consumption of local communities only and

4,673.00
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commercial use is not allowed. Collectively, there

. ) (6,910.00)
are 10 locations throughout Sabah, making up
0.13% of the total PFR.
\% Amenity Forest Forests primarily for providing amenity and 12,409.45

recreation to the local inhabitants. Recreational
facilities may be provided in attractive sites,
notably often on roadsides, within these reserves. | (15,725.45)
Exotic tree species are sometimes planted to
enhance the amenity value of these areas.
Collectively, there are 23 locations throughout
Sabah, making up 0.34% of the total PFR.

V Mangrove Forest Forest for supplying of mangrove timber and 281,374.56
other forest produce to meet the general
demands and multi-uses. There are a number of
tree species but the Rhizophora sp. Is the most | (338,049.12)
common species harvested, and products range
from pole, firewood to fishing stakes and
charcoal. Collectively, there are 30 locations
throughout Sabah, making up 7.78% of the total

PFR.
VI Virgin Jungle Forests conserved intact strictly for forestry 106,801.14
Reserve research purposes including biodiversity and

genetic conservation. Logging is strictly
prohibited in this type of forest reserve.| (102,043.24)
Collectively, there are 65 locations throughout
Sabah, making up 2.95% of the total PFR.

Vi Wildlife Forests conserved primarily for the protection and 137,735.00
research of wildlife. The Sumatran Rhinoceros is
one of the endangered wild animals living in this
forest reserve. Collectively, there are 5 locations | (137,735.00)
throughout Sabah, making up 3.81% of the total
PFR.

2.2 Forest Cover

I n the 1970s, Sabahods t ot alwidé forestisventory cepoe wasb a s e d
6.36 million ha, or about 86% of total land mass and 91.6% was primarily Dipterocarp forest.

Based on the recent statistic by Sabah Forestry Department, the total forested area of the

state has shown a declining trend from 5.6 million ha in 1980 to 4.4 million ha in 2012. This is

due to the massive land development during the period from 1990 to 2000 then, it has since

stabilized thereatfter.

3. Sustainable USTAINABLE FOREST MANAGEMET PRACTICE

3.1lImprovement of Forest Quality
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Works on forest restoration through enrichment planting and silviculture in natural forests are
continued as the SFM main activities. This is important to enhance the growing stock of the
natural forests, as we are confident that in the years to come, timber from these forests will
become significant again. The silvicultural treatment practiced in Sabah is in the form of
selective liberation of potential crop trees (PCT) thus, avoiding the blanket elimination of
secondary species and noncommercial trees. Treatments involve the selective liberation of
selected PCTs mainly by removal of overhead shade and the cutting of vines and climbing
bamboos. Silvicultural activities are expected to maintain the food chain and ecosystem
habitat. The total area of natural forests rehabilitated through silviculture treatment and
enrichment planting now is about 261,517 hectares. From the year 2009 to 2013, the
accumulated total forest areas treated and restored is increasing at an average rate of 14%
and 16%. This shows that these activities are consistently carried out annually and
progressing well over the years.

3.2Implementation of Reduced Impact Logging (RIL)

One of the main activities in SFM is the implementation of RIL to mitigate degradation of the
forests and also conservation of the environment. It is the state government policy that RIL is
compulsory for harvesting in the Natural Forest Management (NFM) areas. Based on the
study done by Sabah Forestry Department, RIL can reduce 50% damaged to residual stands
as compared to conventional logging. This in turn, will minimize the cost of tending treatments
and speeds up the natural recovery of trees. By controlling damage through the
implementation of RIL, it was possible to retain an extra of 25 to 45 tonnes of carbon per
hectare after two years of logging. This will further rise to 90 tonnes of carbon per hectare
after 40 years as a result of improved regeneration.

3.3Forest Zoning

Under the SFM system practiced in Sabah, about 23% of the licensed areas are explicitly
designated as off-limits to harvesting for ecological reasons. These areas are set aside and
delineated in forest management plans to protect sensitive areas, critical habitats, riparian
reserves, wildlife corridors and high conservation value forest (HCVF). They contribute
significantly to the protection of wildlife in the licensed areas. SFM with RIL applied to
degraded natural forest can help to mitigate the logging impact on the diversity of animal
species. Proper zoning which includes the establishment of conservation areas and wildlife
corridors within SFM licensed areas, contribute to maintain the populations of critically
endangered Orang Utans. The experience at Deramakot shows that this is also applicable to
other endangered large mammals.

3.4Increasing Production of Plantation Timber

Currently, most of forest harvesting is carried out in the degraded areas which have been
designated for Industrial Tree Plantation (ITP) development. Although the timber harvesting in
the NFM areas has continued to decline, it is offset by an increase of production from
plantation timber. In 2011, the total production of forest plantation is 1,234,777m3 and
increased to 1,277,046m3 in 2013. ITP continued to make progress and in 2014, about
239,170 hectares of forest plantations have been established in Sabah. Sustainable supply of
plantation timber will reduce pressure on natural forests and this will contribute to
conservation effectiveness.
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3.5Forest Certification Enhances Transparency In The SFM Implementation

As for forest certification, it is the policy of the State Government of Sabah, to have all long
term licensed areas, certified under any internationally recognized forest certification scheme
by 2014. We believe that certification can build up credibility and bring continuous
improvement to forest management. This is vital to protect the future of our forest resources
because, once certified under SFM, the social, economic and environmental needs of society
are addressed simultaneously. A certified forest means more stakeholders participation and
this provides protection from those who may have a desire to turn back the clock and
re-introduce the conventional method in managing the forest resources. Our SFM record is
well supported by third-party f orest certification. Der amako
reserve, which received another five-year certification for the period April 8th, 2008 to April
20th, 2013 by the Forest Stewardship Council (FSC) for its sustainable forest management
makes it the longest tropical forest reserve certified under the FSC. Currently, Sabah has
446,570 hectares of fully certified forests and 417,192 hectares of partially certified forests,
totaling approximately 863,720 hectares.

4.Forest auditing

The basic goal of forest auditing is to assess whether management practices in forestry
satisfy the regimebs standards for sustainabilit
determine whether a forest management operation will be certified. On the other hand,
achieving forest sustainability has proved an elusive and contentious goal while improving
forest management offers a significant means of improving environmental, social, and
economic conditions. In 2009, there was an initiative by the SFD in collaboration with EU/GTZ
to come up with comprehensive audit guidelines. These guidelines are based on the project
output to develop and field test an Independent Auditing System for SFMLAS/LTLs in Sabah
in the Framework of the Timber Legality Assurance System (TLAS) requirements under the
EUFLEG-T Voluntary Partnership Agreement (VPA) Process in Malaysia. The project
objective is to address two (2) issues. First, any SFMLA/LTL areas can only be said to be
managing its forests truly sustainably when the management of every management unit is of
a sufficient standard to be certified as sustainable. Second, timber can only be guaranteed as
coming from sustainably managed sources when the management of the source can be
certified as sustainable, and the timber can be traced reliably from that source.

In the beginning, the audit period covers 4 rounds of auditing on forestry activities. The scope
of the audit covered all aspects of forest operations in FMUs as they relate to laws and
regulations and legality requirements against the stipulation of the SFMLA, FMP, AWP and
TLAS. Audits have been conducted by teams from a consultancy firm i.e., Global Forestry
Services (Malaysia) Sdn. Bhd. (GFS) led by Dr. Kevin Grace and assisted by other auditors of
GFS and accompanied by officers from the SFD. For this audit, all criteria that relate to
compliance to legal requirements were strictly followed. The first two rounds had been
conducted in 2009. The third round audit started in June 2010 and was completed in August
2010. The fourth round audit started in November 2010 and completed in March 2011. The
audit processes continue with the 5th round in 2012 and followed by 6th round in 2013. In
2014, the audit covers downstream timber processing and exporters. Starting from 2015,
Sabah Forestry Department issue Sabah Timber Legality Assurance System (TLAS)
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certificate of compliance to those licensees (saw millers and exporters) which meet to the
requirement to Sabah TLAS standards.

5.The challenges of SFM

1) The biggest challenge for Sabah to protect and manage its forest reserve is lack of
funding and manpower. Activities such as boundaries demarcation, stand improvement,
enforcement and monitoring are very costly and require heavy labour. Economic security is
necessary to secure formal protected areas. Once this achieved, conservation efforts can
be extended beyond protected areas and into the landscape setting. Economic security
also provides for political security.

2) In terms of land use competitiveness, the forestry sector has to compete with agriculture.
Based on the current scenario, financially, the average annual productivity of the oil palm
industry is about 18 times more productive per hectare than the forestry sector. A single
hectare of oil palm may yield 5,000 kilograms of crude palm oil (CPO), or nearly 6,000 liters
of CPO, making the crop remarkably profitable when grown in large plantations. One study
that looked at a 10,000 hectare plantation suggests that an internal rate of return of 26%
annually (Sandker et al. 2007). As such, large areas of land are being converted for oil palm
plantations.

3) Given the economic attractiveness of the oil palm development scenario to district and
government stakeholders, as well as to key local people, the question is whether
conservationist have alternative development options. However, the area is vast and the
size of payments (needed to get profit increases similar to those offered by the oil palm
scenarios) would range between US$25 to 50 million per year. This is probably beyond
most budgets for conversation. Certification of forest products and ecotourism alone are not
likely to provide incentives to halt forest conversion. Carbon payments could conceivably
bring benefits as high as those derived from logging and plantations (Sandker et al. 2007).
However, the science and politics of avoided deforestation is poorly developed, and it
requires urgent and major research investment. Decisions about developing plantations
today cannot wait for the long process of international negotiation on mechanisms for
carbon payments.

4) Sabah is undergoing a period of dynamic change linked to socio-economic development
as State transits from an economy that was, until quite recently, driven by natural resource
development 7 primarily forestry i to one that more broad i based and varied. As the
economy diversifies and dependence upon forestry for its traditional economic value
decrease, inevitably the pressure on forest resources will continue to do so at very least at
the transition period of economic change.

5) The population growth rate of Sabah remains exponential with the potential to double
every twenty five years. Due to land scarcity and as the populations grow, there will be the
risk of encroachments into forest reserve, particularly if this driven by necessity. With
increased levels of development, land is increasingly valued by utility and at practical level,
this will assess the amount of revenue the land can generate. It is untenable that such large
forest reserve areas of land generate so little income in the long run unless other values
and sources of revenue are realized. Thus, a strong and diverse economy is required to
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relieve development pressures on forest resources, and sustainable plantation agriculture
in the form of oil palm has an important role to play here.

6) State revenue from timber income is its lowest today and will remain so for the next 20
years. At the same time, practicing SFM today is very costly and financially unattractive
enterprise for the SFMLA holders. Under the present circumstances, some of them are
unable to generate adequate financial surpluses that could be reinvested in SFM. Financial
assistance or facilities to finance SFM activities are therefore a main challenge for SFM.

7) Forestry investment has a long gestation period, unlike other land-based economic
activities like agriculture. A long rotation period creates investment uncertainties because of
market risks will affect the final returns on the investment. A forest can be quickly turned
into cash, but replacing it is very difficult and uncertain. These uncertainties create
problems in gaining access to financial credit.

8) Certification attempts to change economic incentives by creating markets for
environmental goods, for which consumer will be willing to pay a premium. The expected
premium is important because there are higher costs associated with certification (auditing,
increases in planning and monitoring etc.). These include changes in management
practices that reduce timber supply from a given area and lead to increased timber supply
costs through greater operational restrictions. In addition, there are additional costs
associated with certification. To date, however such premiums have failed to fully
materialize.

9) Payment for Ecosystem Services (PES) and Carbon Offset can be considered as a
reasonable tool for promoting conservation and sustainable forest management, but
several constraints need to be addressed. The limited institutional and human capacity of
PES i related fields need to be build and it will likely take several years.

6.Conclusions

Sustainability in forest management is a dynamic and evolving concept, reflecting changing
social values and changes in the scientific understanding of the effect of human activities on
the functioning of forest ecosystems. Truly sustainable forestry must reflect ecological,
economic and social objectives. This is the most challenging task for the policy makers to face
between short-term needs and long-term assurances. In this respect, since the state
government has subscribed to the SFM concept in 1997, much had been achieved in
reversing the previous trends of forest degradation and poor governance of the past. At the
very least, forest are being managed systematically, restored and protected, given with
participation of our SFM partners. At the same time SFD will persist and make head way to
administer the TLAS as one option to combat illegal timber trade and illegal logging at the
domestic and international scale in line with the vision and mission of the Sabah Forestry
Department.

Our journey in managing our forests sustainably requires finding a balance between
environmental, economic and social benefit. For us, SFM is a continuous process - it is a
journey and not a destination.
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Abstract

Special consideration and priorities on forestry sector happen to be prevalent globally so that
every nation all over the world has been implementing the Sustainable Forest Management
(SFM). Myanmar has a long history of managing its own forests towards SFM. Since the
forests in Myanmar are owned by the State and managed under the Ministry of Conservation
and Forestry (MOECAF), the Myanma Timber Enterprise (MTE) is solely responsible for
harvesting and marketing of timber while the Forest Department (FD) is responsible for
conservation of forests. Private sector also involves in timber industry. Despite of well
establishment of institutional and legislative arrangements, Myanmar is experiencing
deforestation problems like other developing countries. Realizing the importance of forests to
combat climate change and environmental deterioration, the civil society organization and the
media also pay attentions to forests and give pressure the government to reform. Dependency
on forests is now trying to release by the new government with introducing new policy
measures and activities to combat illegal logging and trade. This economy report covers the
current situation of forest resource management and its governance, and reform process on
forestry sector in Myanmar.

1. Introduction

Myanmar is well recognized as one of the forested countries in Asia-Pacific. According to the
FAO FRA (2010), forest area is amounted to be about 32 million hectares which is about
46.96% of the total land areas of the economy. Almostalloft he f orest | and
except the community forests which are owned by local people with long term lease
permission of the Government (Table 1.1). Plantation is still the minor role and was initially
intended only for restoration of denuded forest areas. Large scale plantation forestry program
began in 1980 and starting from 2005, the Ministry has announced for private sector
involvement in the establishment of teak plantation. However, timber supply mainly relies on
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natural forest and timber from plantations and community forest is not yet considered a major
contributor to the economyé s t i mber supply <chai
timber industry for both domestic and export markets.

Table 1.1 Status of Timber Source in Myanmar

n.

Pr i

vat e

Area(million ha) by Ownership

Timber Source Total % (by Source)
Govt. Private FUG
Natural Forest 30.734 30.734 96.73
Plantation Forest 0.967 0.029 0.997 3.14
Community Forest 0.042 0.042 0.13
Total 31.702 0.029 0.042 31.773 100.00
% (by Ownership) 99.78 0.09 0.13 100.00

Source: Retrieved from Forest Department, 2010

All of the timber sources are legally classified as Permanent Forest Estate (PFE) comprising
of reserved forest (RF), protected public forest (PPF) and protected areas system (PAS), and
Un-classed Forest (UCF) (Table 1.2). Except PAS, currently most of the timber are

harvested from natural forests, which consist

Table 1.2 Forest Classifications in Myanmar

of RF, PPF and UCF.

A % of Total Land Target
Forest Classification (miIIi:)enaha) Area (% of Total
(67.66million ha) Land Area)
Reserved Forest (RF) 12.18 18.01 } 30%
Protected Public Forest (PPF) 4.09 6.05
PFE
Protected Area System (PAS) 3.51 5.19 10%
Un-classed Forest (UCF) 11.98 17.71
Total 31.77 46.96

Ref: Forest Department. 2010

Under the guidance of the Ministry of Environmental Conservation & Forestry (MOECAF),
forest has been managing and conserving in line with the principles of SFM. In 1995,
Myanmar could adopt its National Forest Policy that addresses existing issues and reflects
changing social and environmental needs of the economy in a sustainable manner. In fact, the
Forest Policy focuses on the balanced approach towards conservation and development in a
sustainable manner, highlights environmental and biodiversity conservation, encourage
people's participation in forest management, and opens up the opportunities for increased
private sector involvement in timber trade. In line with the international initiatives to promote
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SFM, Myanmar has also developed its own set of criteria and indicators - C&ls for SFM. The
Cé&ls initially identified in 1996 and subsequently revised to test to the field. Up to present, the
C&ls for natural forest management (2007) and timber legality certification (2009) have been
applied to the Forest Management Units (FMUs). The Myanma Timber Legality Assurance
System (MTLAS) was also developed based on the domestic laws and regulations. At present
the FMUs are conducting self-assessments against the MTLAS.

To mobilize the communities to protect and regenerate their adjacent forests as well as to
fulfill the basic needs, Community Forestry Instructions-CFIs were issued by the Forest
Department in 1995 and initiated the promotion of community forestry (CF) in Myanmar. At
present, community involvement in forest conservation and utilization gradually become
accelerated and the total area of community forests has reached up to 82.88 thousand ha.
The National Code of Forest Harvesting Practices in Myanmar and the Reduced Impact
Logging were developed in 2000 and in 2008 respectively and applied for the harvesting
operation. Timber production has been carried out in accordance with Myanma Selection
System (MSS) which is recognized as the sustained yield method in which the only amount
the forest can supply is exploited.

An existing framework of Laws and regulation are being in place but Myanmar is experiencing
the forest degradation problems like other developing countries (Table 1.3). As a developing
economy, Myanmar is too dependent on its forests as the main natural resource. Several
factors such as economic situation, high population rate, natural resource enrichment led to
unawareness of the value of forests. The main drivers of deforestation are considered to be
maximized volume of timber extraction, nonmonetary production and consumption of
fuelwood and charcoal, the expansion of subsistence and commercial agriculture, large scale
urbanization, infrastructure development, gold, jade, and gems mining, Global warming
and climate change due to emission of carbon dioxide and forest degradation is the main alert
to the world. In this condition, it is no exaggeration to say that only the forestry sector can
combat the climate change and environmental deterioration.

Table 1.3 Status of Forest Cover in Myanmar

Year -

(million ha) (67.66 million ha)
1990 39.22 57.97
2000 34.87 51.54
2005 33.32 49.25
2010 31.77 46.96

Source: FRA, 2010

Therefore, it is necessary to overview whether the existing policy, regulation and plan are
effectively working in practice, to lead the sustainable development encompassing the three
aspects of society, economic and environment. The new government since 2011 has
undertaken t he political and € C 0 h 0 recanomic
development. As the forestry sector is related to those aspects, many reforms process has
being carried out and welcome multi-stakeholders to involve in the change of forestry sector
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emphasizing on conservatives rather than production. The MOECAF as a responsible
ministry has also instigated measures to improve the situation with the announcement of a
nation-wide log ban, increased training, community forestry targets, introduction of forest
police force and moreover has signalled its interest in EU FLEGT (Forest Law Enforcement
Governance and Trade) having recently initiated in the VPA(Voluntary Partnership
Agreements) process.

2. Legislative & Institutional Arrangement in Forestry Sector

2.1 Legislative Arrangement

The Myanmar government has made a great effort to issue many policy and legislative
instruments for supporting and promoting sustainable management of forests, biodiversity
conservation and environmental conservation aspects since the early 1990s and many
reforms have been made to reflect the national as well as regional and international concerns
in the forest sector. The following Policy, legislation and instructions have been revised,
updated and enacted in accordance with the Agenda 21 and forest principles adopted at the
UNCED;

Forest Law 1992 (Formerly the Burma Forest Law 1902)

The Forest Act of 1902 was replaced with the new Forest Law enacted in 1992 with the
encouragement of private sector involvement, community participation, biodiversity
conservation and increased security of forest resources.

Forest Rules 1995

The Forest Rules prescribed in 1902 were replaced by the new Forest Rules in 1995. The
new rules emphasis on increased formation and protection of reserved forests and protected
public forests, sharing of forest management responsibility with the local communities,
establishment of fast growing plantations on degraded forest lands to conserve soil, water and
biodiversity and harvesting of timber and other forest products in an environmentally sound
manner.

Myanma Forest Policy (1995)

The Forest Policy underlines the sustainability of forest resource management without
impairing the production capacity, while meeting the social and community needs and
conserving the biological diversity and environmental sustainability. In order to meet three
aspects of social, economic and environmental balance, the policy focus on six aspects-

9 Protection: of soil, water, vegetation and wildlife
I Sustainability: of forest resources
1 Basis Needs: of the people
1 Efficiency: in harnessing the full economic potential of the forests
T Peopl eds p ainfoiest managemerd and biodiversity conservation
1 Awareness: of the people and the decision makers in forestry
The Myanmar Forest Policy (1995) stipulates to designate 30% of the total land area as

reserved forest (RF) and protected public forest (PPF) and 10% as Protected Area System
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(PAS) . As of March 2010, RF and PPF have reached to (24.07%) of the total land while PAS
(5.19%).

Protection of Wildlife and Wild Plants and Conservation of Natural Areas Law (1994)
The old Wildlife Protection Act (1936) was replaced and the new law was enacted by

introducing the modern concept of biodiversity conservation and it highlighted the need for
extended formulation of the protected area system (PAS).

Environmental Conservation Law (2012) / Rules (2013)

To implement the Myanmar National Environment Policy (1994) and to provide basic
principles guidance for systematic integration of environmental conservation matters in the
sustainable development process, the environmental conservation law (2012) and rules (2013)
were enacted under the new government.

Community Forestry Instructions (1995)

CFls were issued by the Forest Department in 1995 and marked a significant development in
the aspects of partnership, participation and decentralization in managing the forests in

Myanmar. According to CFls, the local communities are granted the forest land tenure
rights for an initial 30-year period, which is extendable. The Forest Department provides
technical assistance to local people and plays the leadership role in the exercise of
community forestry.

Departmental Instructions for Forest Officers (FD) (1955)

Departmental instruction issued by the Forest Department (FD) covers the following activities
such as:

1 Forest Reservations

1 Preparation /update on Working Plans

1 Registration of current & future yield trees

1 Climber cutting and Improvement felling

1 Selection marking of teak & hardwoods

1 Measurement and royalty marking of logs extracted
Departmental Instructions by Extraction Department (MTE)(1986)

Departmental instruction issued by the Myanma Timber Enterprise (MTE) provides the
instructions of harvesting activities, reporting and managing the field tasks those have to be
followed by field staff as well as office staff. The new instructions are added or updated as
required periodically.

1 National Code of Practice for Forest Harvesting in Myanmar (2003)

The Code (2000) was developed based on the regional FAO/ Asia Pacific Forestry
Commission Code of Practice for Forest Harvesting in Asia-Pacific and revised in
2003 providing guidelines for forest harvesting activities in all types of production
forests and for conservation and management of protected areas. The Code
covers in sufficient details pre-harvest, harvest and post-harvest planning,
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engineering works concerning road construction and maintenance, and measures
to be undertaken for the health and safety of forest workers and also for the
draught animals especially the elephants. A particular emphasis has been made
on the monitoring and evaluation of forest harvesting operations.

Reduced Impact Logging Guidelines (2008)

RIL was developed in 2008 aiming to provide guiding mechanism for effective application of
the domestic code of forest harvesting practices

Master Forest Action Plan-MFAP (1995)

MFAP was also formulated and adopted in 1995 as a follow-up action to the Tropical Forest
Action Plan. Six core concern areas were identified in the MFAP which are Sustainability,
Basic needs, Protection, Efficiency, Institutions, and Participation.

Domestic Forestry Master Plan i NFMP (2001-2030)

In 1998, NFMP was initiated by Forest Department as a follow-up action for MFAP as well as
a domestic forest programme exercise. The plan focuses on the development of rural
communities and consists of strategies for poverty alleviation. Establishment of forest
plantation, community forestry development, bio-energy, non-wood forest products, and
human resource development and forestry extension are the major components of the plan.
The plan mandated that under the community forestry programme, (1.36%) of the economy
be handed to Forest User Group (FUG) by 2030. At present, the progress of CF
establishment since 1995 has reached to about 82.88 thousand ha (0.12%) of the total land.

To me et t he Master Pl anéds 30 years target,

international donor projects (e.g. UNDP, JICA, DFID), most of which has been under the
UNDP project support.

Format and Guidelines for District Forest Management Plan

After Myanmar has been one of the members of ITTO, manual and guidelines for forest
management plans was developed to meet the goals of sustainable development and old
working plans were revised in 1996. These management plans were subsequently revised for
another 10-year period (2006-07 to 2015-16).

Generally, Protected Areas within the district are managed by the assigned wardens of Forest
Department in accordance with Protection of Wildlife, Wild Plants and Conservation of Natural
Areas Law (1994). Specific management plans have been developed for some PAS. But, for
the majority of PAS, the management plans has not been formulated yet. So far, National
Forest Management Plan for a 30-year period from 2002 to 2031 was developed for the whole
economy by the Forest Department as well as management plans for 63 forest management
units in domestic level.

2.2 Institutional Arrangement
2.2.1 Government Sector

The forestry related activities are directly managed by the Ministry of Environmental
Conservation and Forestry (MOECAF) comprising of five institutions (Figure 2.1). Out of
which two institutions namely the Forest Department and Myanma Timber Enterprise are
primarily concerned with forestry sector as follows:
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1 Forest Department (FD) is responsible for protection, conservation, rehabilitation and
regulation by enforcing the existing Laws/ Rules/ related departmental instructions,
orders and procedures towards sustainable management of forest resources and by
preparing / updating forest management plans for each forest district through
inventories.

1 Myanma Timber Enterprise (MTE) is responsible for harvesting, milling. downstream
processing and marketing of forest products by adhering to all of the rules /regulations/
order/ instructions issued by its own institution such as Departmental Instructions
(Dls) , Standard Orders for Extraction Staff (SOS), Extraction Manual and Guidelines
for Reduced Impact Logging (RIL) in addition to Forests Laws and Rules.

Union Minister
MOECAF

Union Minister Office F

Forest g%é%?r? g | Land Surver q./;?/nagg?a
Environment )
Department Department | Department Enterprise
Conservatior
Department

Figure 2.1 Organization Structure of MOECAF

Generally both FD and MTE need to be cooperative each other and perform its own operation
and activities described in Table 2.1. Under the step-by-step silvicultural operations, teak and
hardwood selection felling marking (S.F marking) are conducted by FD, in conformity with the
working plans and annual allowable cut (AAC) that has been set under the systematic forest
inventories while the Myanma Timber Enterprise (MTE) takes commercial functions of
harvesting of teak and hardwoods from the forests in accordance with the field exploration
reports by FD and MTE. Every year after completion of harvesting, FD and MTE need to
counter check of its duties to be sure that the harvesting operations are conducted in an
environmentally friendly manner within the bounds of AAC and silvicultural aspects for future
yield.

Table 2.1 Silvicultural Operations by FD and MTE

Year Operations Activities and Explanation

Y-3  AGirdling of Teak AGirdling; a technique of killing marketable trees by cutting
trees through the bark and sapwood and letting those die as
( Dry teak) standing for 3 years.
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A Enumeration of
residual teak
trees

AEnumeration of all teak tr
height) for estimating future yield

Almprovement
Felling (O
Felling)

A Climber cutting
AFelling of Ficus-bound teak trees

ARemoving useless species in favor of Teak within groups
of crowded young teak trees

AThinning and

ARemoval of undesirable mature trees and bamboos

cleaning overtopping with the main tree
Y-1  ASelection-Fellin ACommercial trees are marked for extraction according to
g Marking of AAC and prescribed minimum gbh limit
species
including teak
for green felling
(Green Teak)
AEnumeration of  AAIl commercial trees below 10cm of exploitable gbh are
Marketable enumerated and recorded
residual Species
Y  AExtraction AFelling of girdled teak and marked commercial species
ARemoval of inferior trees suppressing teak
A Cutting of dead and moribund trees
Y+1  Almprovement Almprovement felling of seedlings and saplings of
Felling (Y undesirable tree species
Felling) AOpening up of patches for the established advanced
growth of teak
Aline Enrichment A Supplement of teak and improve proportion of valuable
and Gap spp.,
planting
Y+1 AFire Protection ~ AWeeding and cleaning of undergrowth and controlled
to burning
Y45 A Construction of fire lines in dry season

Source: En Route towards Sustainable Development of Myanmar Natural Teak Forests, Nyi
Nyi Kyaw (2004)

Note:

V (Y) Stands for the year of timber extraction.

V (Y-1) stands for one year before timber extraction
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V (Y-3) stands for three years before timber extraction (in case of girdling
operation)

V (Y+1) and (Y+5) stand for one year and five years after timber extraction
respectively.

2.2.2 Semi-Government Sector

Apart from the government institutions, Myanmar Forest Certification Committee (MFCC), as
a semi-government body, is affiliated to MOECAF to monitor forest certification activities in
order to support sustainable forest management (SFM) and get access Myanma Timber to
the international high valued-market. The committee since 1998 was constituted with the
representatives from Environmental NGOs, Civil Society Organizations, Private Enterprises
and Government Departments and individuals.

MFCC also acts as a leading technical working group for the development of standards of
SFM as well as Myanmar Timber Legality Assurance System (MTLAS) which is part of the
Forest Law Enforcement, Governance and Trade (FLEGT) commitment between the
Myanmar government and European Government.

2.2.3  Private Sector Involvement in Timber Industry

Private companies are engaged with MTE as extraction contractors to allow for harvesting in
case the harvesting load is out of I imi MBOf MTES®G
as state-own. The extraction contractors are selected in tender basis and they are closely
monitored by MTE to follow the rules and regulations. On the log processing side, MTE owns
82 sawmills jointly working with private parties. Currently 32 sawmills out of 82 are in the
process of tender to private investors on a long term basis and the rest will also to put on
tender for long term lease. In addition there are plywood mills, furniture factories, moulding
and parquet factories run by privates companies jointly cooperated with MTE. The Extraction
Department of MTE supplies logs to those sawmills and wood-based industries. The
detailed instruction are already in place regarding the inspection of incoming logs to the
factory, up-keep of the daily register of logs and outturn of sawn timber and value-added
products. The outgoing products from the factory are also recorded systematically.

The private sector is allowed to market the wood products processed from the raw material
purchased from MTE. The movement of timber and timber products by private sector is
controlled by FD. The FD staff inspect and check the existing balance of logs and other wood
products in the processing plants regularly against the prescribed documents prepared by the
plants.

The MTE can export teak and other hardwoods in the form of rough sawn timber through
Tender or Auction. However, the private companies are allowed to export only value-added
wood products. Special teams from FD check the products which are to be exported by
private enterprises. If everything is in order recommendation of legal timber for export is
issued and with  this recommendation export license is applied to the Ministry of Trade. Final
joint checking is carried out before shipping by a team consisted of personnel from Port
Authority FD and Custom Department.
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The distribution of timber and timber products to the domestic market is done by both MTE
and private sector. It is very important for private retail shops and small-scale cottage
industries to process the authentic documents from MTE and FD for their raw material.

3.Current Forest Management in Myanmar
3.1 Myanma Selection System (MSS)

Since timber supply still relies on natural forests, timber production has been carried out

under the Myanma Selection System (MSS) (formerly Brandis Selection System, BSS).which

is a method of harvesting marketable tree species of prescribed girth limit within the boundary

of AAC and felling cycle. The system is practiced within the bound of area limits (felling

series), girth limit and time limit (felling cycles) together with other silvicultural operations. The

essence of MSS is to exploit only the interest without tapping the forest capital, ensuring that

the volume of timber to be harvested iswithi n t he range of AAC formul at
Yield Model. For teak iassociated hardwood species, MSS was later modified to apply by

defining related girth limits and cutting cycles. As shown in figure 2.2, AAC application under

MSS was not only intended for teak but also for other hardwood species.

Assessment of AAG <=
¢ N
Selectinn nf Fxnlnitahle Tree
v v
Teak Seletion Felling Hardwood Seleain ﬁ
Marlkinn Fniimaratinn nf Eallinn NMarlkinn
Il v
Logging, For Teak: 30yrs of FC
Tandina Anaratinn far For Hardwood: various|
v
PostHarvest Inspection and /
v
Assessment of AAG >

Figure 2.2 AAC Assessments under the MSS

Source: Forest Department
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In the operation of the MSS, different working circles are formed with its own purposes of
forest management (Table 2.2). Accordingly, timber extraction from the natural forests is
mainly carried out from the production working circle (PWC) which consists of a group of
reserved forests (RF) and protected public forest (PPF). Each working circle is divided into
felling series in which 30 years of felling cycle for teak is set up for each felling series. Each
felling series is sub-divided into 30 coupes of approximately equal yield capacity. Each year,
harvesting is carried out in one of these coupes and the whole felling series will be covered
over 30 years.

Table 2.2 Types of working circles of forests in Myanmar

Working Circles (WC) Purposes

1) Non wood forest products For meeting non-wood forest product requirement

WC (NWFPWC)
2) Production WC (PWC) For meeting timber (teak and other hardwoods) requirement
3) Planted Forest WC For meeting timber requirement through artificial
(PFWCQ) regeneration
4) Community Forestry WC For meeting fuel-wood and other minor products for local
(CFWCQC) community
5) Watershed Forest WC : . .
(WFWC) For meeting conservation of soil and water resources
6) xﬂag\t};vrg\)/e Forest WC For utilizing and conservation of coastal mangrove forests

7) Protected Area System

WC(PASWC) For conservation of National Parks and Sanctuaries

Source: Economy Report, Myanmar (FRA, 2010)

Under the MSS, there was motto saying ATake out
However, the condition was different from the past. It was stated that Brandis Yield Regulation

model is limited to apply the forests with the sufficient amount of mature trees in the original

working stock.. At present, the original growing stock (capital) of natural forests has been

touched by the human influence and natural disaster as well.

Even-though MSS is the only feasible way to manage the multi-species complex forests of
Myanmar, there are some drawbacks in applying MSS in the field work, especially in the
harvesting operation. It is said that timber extraction is often conducted depending on current
need instead of AAC limit at the time of extraction and also the felling cycle limit of 30-year for
teaks has been neglected. Another drawback of MSS is just selecting the best teak trees to be
cut, that are not a good idea for long term. Because of the complicated nature of natural
forests and insufficient resources, there is weak in accuracy in tree selection-marking to check
harvestable trees or yield trees and in enumeration of the un-yield trees for the future yield
calculation. For those reasons, the current MSS is under the process of formulating as
Modified Myanma Selection System (MMSS) in line with the current forest conditions, field
inventory data and information.
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3.2 Development of Criteria and Indicator towards Sustainable Forest
Management

Since 1995, Myanmar became a producer member of International Tropical Timber
Organization (ITTO) and is fully committed to achieve SFM in the overall context of
sustainable development. Identification of C&l for SFM at domestic and forest management
unit level (FMU) was initiated by FD in 1996 based on ITTO's Criteria for the measurement of
Sustainable Tropical Forest Management. With the publication of ITTO's revised set of C&l for
Sustainable Management of Natural Tropical Forests in 1998, Myanmar again revised its
1996 Cé&l for SFM in late 1998. Both the initial development and subsequent revisions of
Myanmar C&Il had involved all the institutions under the Ministry. The Forest Resource
Environment Development and Conservation Association (FREDA), a forest-related
non-governmental organization, has also formulated a set of C&l for SFM. The final document,
a merger of the two sets of C&l developed by the Ministry and FREDA was completed and
approved in October 1999.

In 2007, Myanmar C&I (1999) for SFM was revised again with the cooperation of the Forest
Department (FD), Myanmar Timber Enterprise (MTE) and the Timber Certification Committee
Myanmar (Now Myanmar Forest Certification Committee). Based on the records of forest
district, preliminary assessment on forest management
in two districts, Taungoo and Tharyawaddy District in 2007 and 2008, Through the field
assessments, numerous workshops and meetings on C & |, the existing standards are
revising under the guideline of Myanmar Forest Certification Committee (MFCC) and financed
by ASEAN-German Programme on Response to Climate Change (GAP-CC), in order to fulfill
the international requirements to be act as fdAche

As the latest development, the revised Myanmar C&I for natural forest certification appears as

the first draft which consists of 9 principles, 47 criteria and 94 indicators under Forest
Stewardship Council (FSC) guides. Simultaneously, the first draft of C &l for plantation
management certification appears to be ready for plantation even-though timber from tree

plantations is not yet considered a major contributor to the economyé s t i mber supply
Experienced based on the applicability of those standards based on FSC guides, the

standards for community forestry and small land forest owner would be developed in the near

future.

3.3 Timber Traceability Verification towards Legality

For ensuring the legality of timber, the origin of forests to the final destination is described as
Figure 3.1 showing crucial checking points in each stage of timber delivery for each location.
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Figure 3.1 Chain of Custody of Timber in Myanmar
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3.4 Development of Myanma Timber Legality Assurance System (MTLAS)

The assurance of legal timber from Myanmar exported to international markets need to be

provided by using licenses/ permits issued by Myanmar. For that concern, Myanmar Timber

Legality Assurance System was developed under the guidance of Myanmar Forest
Certification Committee with the cooperation with FD and MTE. By the requirement of legality

based on legislations applied in Myanmar, the legality of timber was def i ned as: ATi
harvested by authorized agency from approved areas and timber and timber products

extracted, transported, manufactured and exported in accordance with the laws, regulations

and procedures pertaining to forestry, timber industry and trade of Myanmar." Under MTLAS,

6 principles and 20 Criteria for timber legality was identified as shown in Table 3.1

Table 3.1 Principles of Criteria of Timber Legality

Principle Criteria

1. Right to Harvest i.  Approval by Forest Department
ii. Environmental Management

iii. Plan Preparation

2. Forest Operation i.  Area Demarcation

ii. Pre-felling Inventory (Selection Marking for felling)
iii. Marking on trees for felling

iv. Log Transportation

v. Control of Timber Production

vi. Worker Safety and Health

3. Statutory i. Royalty (Revenue) and Fees
Charges
4 . Ot her i. User Right of Local Community
Right
5. Mill Operation i. Control of Value-added Processing (MTE)

ii. Issuance of Mill License for Sawmill & Wood-based
Industry (Private)
ii. Control of Value-added Processing (Private)

iv. Worker Safety and Health

6. Trade & Custom i. Export Regulation (MTE)
ii. Registration of Companies (Private)
iii. Export regulations (Private)

iv. Import Regulations

v. Transportation of Exported and Imported Timber Products
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With the cooperation of Myanmar Timber Merchants Association (MTMA) and European
Timber Trade Federation (ETTF), the gap assessment of the performance of timber legality
system in Myanmar was carried out in March 2013. As a trend towards multi-stakeholder
process i n def i ni n gstrenjytheningb the deuelepgnant iamdy future
implementation of the Myanmar Timber Legality Assurance System through activities/ pilot
projects is urgently needed as legality is as a part of FLEGT process.

4. Reform Strategy in Myanmar

The legislation, regulation and institutions to manage and harvest the forest resources in

Myanmar has been in place. However, the forests are shrinking from time to time as
mentioned in Alntroductiono. I ntensive | ogging
deforestation. In the past, timber production was mainly focused on target instead of
allowance. Because of poor infrastructure and limited market access due to sanctions, MTE

focused only on exporting timber in log form.

Nowadays, the trend of economic growth toward modern civilization is changing from the
brown economy, causing the environmental pollution, into the green economy which is sound
in three aspects of economic, society and environment. The forest law enforcement and good
governance is of crucial importance for SFM as well as its multi-benefits.

The forestry sector is initiating the sector reform for all inclusive development in line with the
Administrative Reform Strategy of the new Government of Myanmar since 2011. In 2012, the

Ministry of Forestry was reformed as the Ministry of Environment Conservation and Forestry

(MOECAF) to emphasize the environmental matter. The existing laws and regulations are

revi ewed and revi sed t hrough t he parl i amentds
Environmental Laws (2012), Foreign Investment Laws (2012) and Tax Laws (2014) are

introduced and amended. For the socio-economic development of the people especially in

rural area, the ministry (MOECAF) is participating in the area of energy supply by providing

fuel wood from village firewood plantation. Similarly, water sufficiency, eco-tourism and

private forest plantation are also implemented in collaboration with private sector.

As the one of actions towards all inclusive environmental conservation process, starting from
2012, harvesting intensity of timber has been prescribed lower than before to conserve the
remaining natural forests (Table 3.2). In line with the present situation of forest density and
growing stock, the currently practicing so called MSS is under the process of reviewing to
modify as Modified MSS. On the side of MTE, announcement to stop exporting the timber in
log form is effective in 2014 April 1% and only finished wood products are allowed to export in
order to decrease the reliance on forestry sector in the contribution of economy economy.
Also, in order to conserve the forest, MTE has now reduced the volume of log harvests
starting 2014 drastically (Table 3.3) and will adhere strictly to allowance prescribed by FD.
Therefore, Myanmar will not be the major raw material producer and supplier in ASEAN in the
near future and forests shall be managed in more conservative manner.

Table 3.2 Prescription of Annual Allowable Cut by FD

Annual Allowable Cut

Species 2010-2011 2014-2015

Trees Ton tree Ton
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Teak 147,300 | 300,035 | 48,897

Hardwood 1131461 | 1131540 | 817,343

Source: Forest Department , 2015

Table 3.3 Harvesting Plan of Teak and Hardwood (Reduced by Each Year)

Teak Hardwood
Year Remark
(ton)
2011-2012 371,000 1,789,400 Base Year

2012-2013 314,500 1,440,000
2013-2014 296,000 1,100,000
2014-2015 277,500 1,100,000
2015-2016 60,000 670,000 Until2020-2012

Source: Myanma Timber Enterprise

Concerning with illegal timber trade control, MOECAF initiated some activities such as
introducing Forest Police Force in 2013, Special Operations along two major rivers in 2014,
Special Plan for some regions to combat trafficking of illegal logging and trades by gathering
information at wood smuggling routes along regions and state boundary.

The new government also initiated land use policy reform as it was the issue of conflict on the
land encroachment between the forest and agricultural areas. In 2012, encroachment to
forest land was 7% of total areas of reserved and public reserved forests (Forest Department,
2012). In 2014, the government planned to delete the land encroachment areas of 724203.12
acres. For that reason, the government organized National Land Resource Planning Central
Committee and held workshop with international organizations to appear a drafted land use
policy in 2014. This policy would be applied to all land resources improvements, uses and
tenure in both rural and urban areas of the economy.

5. Conclusion

Myanmar has been endeavoring with a great effort to sustain the valuable forest resources
which are a pillar of domestic economies for a long time. The FD and MTE being the main
institutions under the MOECAF have been working very closely since 1950 to ensure
systematic logging, minimize damage to the forest, prevent timber pouching and transport of
timber. As a result, legislation, instructions, guidelines, manuals, etc. with regard to
harvesting, transporting and processing of timber are in place

However, the forest situation today apparently shows the way it was managed regardless of
systematic management system. It point out the importance of forest law enforcement and
governance and forestry sector in Myanmar was struggling under the weakness in law
enforcement. So far illegal logging and fuel wood production in the limited area are still
unsolved. In other words, there are insufficient resources to ensure the forest security as well
as weakness in monitoring the forest situation before and after timber exploitation. Active
participation of all stakeholders (NGOs local Community etc.) to combat the illegal logging
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and trade is essential. Awareness of all stakeholders should be raised and their participation
should be enhanced in the implementation process of Timber Legality Verification system.

The advanced technology and finance to smooth the process of forest inventory is needed so
that the real conditions of the complex and multi-species natural forest which is difficult to
assess could be revealed. The job opportunities for local people those are dwelling near the
forest area are needed to decrease their dependency on forests. Through the REDD+
activities, the strategy of green economy such as payment for ecological services, ecotourism,
and carbon trade could be readily introduced to decrease the reliance on timber production for
the socio-economic development in Myanmar.

In compliance with the reform strategy of the new Government of Myanmar, Myanmar is
stepping forward to enhance the current forest management system through the continuous
learning the experiences and lessons gained from other advanced countries and it is too early
to conclude the impacts of reform process in all of sectors including forestry.
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Enhancing Forest Governance for Asia and The
Pacific in The Context of Timber Legality
Verification, Philippines

Forester Joel E. Flores! and Forester Jesus DL. Posadas, Jr.?

1. Introduction

The Philippinesdéd total area of about 30 million
alienable and disposable land. The classified forestlands covered 15.81 million hectares or

52.7%; and alienable and disposable lands spanning 14.19 million hectares or 47.3%. The

Philippine forest/land cover data for Year 2010 released by the National Mapping and

Resource Information Authority (NAMRIA) was generated through the visual interpretation of

images of the Philippines taken from various earth observation satellites. These are
ALOSAVNIR-2, SPOTS5, and LandSat. Based on the 2010 satellite imageries, the total forest

cover for the whole Philippines is 6,839,718 hectares or 23% of the total area of the economy.

Of the total forest covered area, 1,934,032 hectares are closed forest or 28.28%; 4,595,154

hectares or 67.18% are open forest; and 310,531 hectares or 4.5% are mangrove forest.

In terms of forest cover change, the economyé s t ot al forest cover had d
hectares (4.59%) from 7,168,400 hectares in Year 2003 to 6,839,718 hectares in Year 2010.
Among the seventeen (17) regions of the economy, eleven (11) have decreased in forest
cover while six (6) have improved/increased their forest cover. The results further showed
that deforestation and forest degradation occurred in the Philippines from Years 2003 to 2010
as the total forest cover decreased by 328,682 ha (4.59%) or at a rate of 46,955 hectares
annually. Forest degradation is also apparent in the conversion of closed forest to open
forest, and the reduction in % canopy cover within the closed and open forests amounting to
996,431 hectares or by 142,347 hectares annually. These data validates that the government
has sufficient grounds for the implementation of Executive Order No. 23 (Logging Moratorium
in Natural and Residual Forests) and Executive Order. No. 26 (National Greening Program)
which are the main policies/programs being implemented by the Department of Environment
and Natural Resources (DENR) since Year 2011.

The President of the Philippines had issued two (2) Executive Orders (E.O.) namely E.O. Nos.
23 and 26 on February 1, 2011 and February 24, 2011, respectively, in order to rehabilitate
and reforest open, denuded and degraded forestland and at the same time protect the

! Forest Management Specialist, For&sources Use and Assessn&attion, ForesResources Management
Division, Forest Management Bureau

> Forest Management Specialist, ForeBtanning and Standard SectiorForest Policy, Planning and
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remaining forests of the economy, including forest plantations established under the National

Greening Program (NGP). Executive Order No. 23 i
Cutting and Harvesting of Timber in the Natural and Residual Forests and Creating the
Anti-l | | egal Logging Task Forceo. I'n I'ine with thi

and law enforcement initiatives, the Department of Environment and Natural Resources
(DENR) has crafted a Five-Year National Forest Protection Program (NFPP) i Menu of
Options for Effective and Efficient Forest Protection and Law Enforcement of the DENR. The
program has eight (8) Menu of Strategies with fifty (50) Menu of Activities that are expected to
yield varied Menu of Immediate Outcomes and Long-term Impacts. A Menu of Measureable
Work Units, Cost Estimates and Budgetary Estimates, and Indicators are included in the
Program. These menus of strategies and menus of activities served as options for wherever
and whenever are applicable to the DENR Field Offices in preparing their respective Forest
Protection and Law Enforcement Plans.

On the other hand, Executive Order No . 26 is
Convergence Initiative for a National Greening Program (NGP) as a government priority 1
ABringing together agencies, efforts and peopl e

thrusts of the economy such as poverty reduction, resource conservation and protection,
productivity enhancement and climate change mitigation and adaptation. Under the program,
all tree planting efforts of the government sector, private organizations and civil society are
harmonized. The program aims to plant 1.5 billion trees covering about 1.5 million hectares of
open and denuded forestlands, mangrove and protected areas, ancestral domains, civil and
military reservations, urban areas, inactive and abandoned mine sites and other suitable
lands for a period of six (6) years from 2011 to 2016.

The decreasing trend in forest cover of the economy from Years 2003 to 2010 is now shifting
to an increasing manner since Year 2011. With the implementation of the National Greening
Program in Year 2011, the forest cover of the economy is expected to increase by an
additional area of approximately 1,200 million hectares by Year 2015. From 2011 to 2014,
around 1,005,013 hectares of open, denuded and degraded forestland were already
rehabilitated under the National Greening Program. With the significant contribution of the
National Greening Program in terms of improving the forest cover of the economy, the total
forest cover of the economy is expected to reach 8,039,718 hectares by Year 2015. These
established plantation forests (planted forests) together with the remaining forest cover of the
economy are the main focus of the intensive forest protection activities currently being
implemented by the government.

In terms of forest monitoring, the Forest Management Bureau is currently conducting the
ground-based forest resources inventory specifically the relocation and re-measurement of
371 FRA tracts established in 2002-2004 during the FAO supported National Forest
Assessment Project. This FRA tracts re-measurement is expected to finish by Year 2016.
While the National Mapping and Resource Information Authority (NAMRIA) is doing the
wall-to-wall forest/land cover mapping of the economy.

2. Main concerns

Based on the result of the 2010 forest/land cover mapping, the total forest cover for the whole
Philippines is 6,839,718 hectares or 23% of the economy6 s t ot al area. Of the
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hectares are closed forest or 28.28%; 4,595,154 hectares or 67.18% are open forest; and
310,531 hectares or 4.5% are mangrove forest.

Theeconomybs total forest cover had
hectares in Year 2003 to 6,839,718 hectares in Year 2010. Among the seventeen (17) regions
of the economy, eleven (11) have decreased in forest cover while six (6) have
improved/increased their forest cover. Notable decreases in forest cover in Year 2010
include the following: Region 1 lost 34.42% of its forest cover from 189,801 hectares in Year
2003 to 124,477 hectares in Year 2010; Region 6 went down by 29.18% from 349,233
hectares to 187,319 hectares; and Region 12 declined by 28.69% from 349,234 hectares to
249,050 hectares. Notwithstanding the decrease in the Philippine forest cover, there are
regions that gained improvements in their forest cover from Years 2003 to 2010, noteworthy
of which are the following: Region 5 gained 32.94% from 156,476 hectares to 208,015
hectares; Region 13 increased by 30.54% from 523,292 hectares to 683,112 hectares; and
Autonomous Region of Muslim Mindanao (ARMM) grew 20.59% from 250,346 hectares to
301,894 hectares.

Based on the above results, deforestation and forest degradation occurred in the Philippines
from Years 2003 to 2010 as the total forest cover decreased by 328,682 ha (4.59%) or at a
rate of 46,955 hectares annually. Forest degradation is also apparent in the conversion of
closed forest to open forest, and the reduction in % canopy cover within the closed and open
forests amounting to 996,431 hectares or by 142,347 hectares annually. These data validates
that the government has sufficient grounds for the implementation of E.O. No. 23 (Logging
Moratorium in Natural and Residual Forests) and E.O. No. 26 (National Greening Program)
which are the main policies/programs being implemented by the DENR since Year 2011.

Below are the specific forest cover change that ocurred in the Closed Forest, Open Forest
and Mangrove Forest between Years 2003 and 2010.

Forest cover change, area reduction and addition
1) Closed Forest

Nationwide, Closed Forest decreased by 626,840 hectares (24.48%) from 2,560,872 hectares
in Year 2003 to 1,934,032 hectares in Year 2010 or an annual change of 89,548 hectares.
There are eleven (11) regions where closed forest decreased and six (6) regions where it
increased (see Table 1 below).

Table 1. Closed Forest Change by Region

decrease@® by

Rank |Region CY2003 CY2010 Change (ha) |% Change
DECREASED
Philippines | 2,560,872 1,934,032 (626,840) -24.48%
1|Region 4-B 484,866 97,810 (387,056) -79.83%
2|CAR 384,877 255,552 | (129,325) -33.60%
3|Region 12 126,385 54,247  (72,138) -57.08%
4|Region 4-A 117,162 69,544 (47,618) -40.64%
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5|Region 6 105,873 67,167|  (38,706) -36.56%
6|Region 1 37,723 18,390  (19,333) -51.25%
7|Region 2 503,149 485262 |  (17,887) -3.56%
8|Region 11 177,503 160,083 |  (17,420) -9.81%
9|Region 5 50,618 39,646  (10,972) -21.68%
10 |ARMM 106,319 99,889 (6,430) -6.05%
11 |Region 3 226,241 225,352 (889)|  -0.39%
INCREASED
1|Region 10 107,071 173,962 66,891 62.47%
2|Region 13 64,729 99,812 35,083 54.20%
3|Region 8 36,473 45,948 9,475 | 25.98%
4|Region 7 2,231 11,464 9,233 | 413.83%
5|Region 9 29,652 29,906 254 0.86%

Of the closed forest area of 2,560,872 hectares in Year 2003, 1,280,436 hectares or 50%
were retained as such while 1,024,349 hectares or 40% were converted to open forest,
204,870 hectares or 8% were converted to other wooded lands, 12,804 hectares or 0.50%
were converted to other land, natural and around 38,413 hectares or 1.5% were converted to
other land, cultivated.

Conversely, there were areas in CY 2003 under other land cover types that were converted
into closed forests in CY 2010. Thus, around 27.26% of area addition i.e. converted to closed
forest came from previous open forest area, and 6.53% came from previous other wooded
land area, and other land, cultivated.The remaining 66.21% of the closed forest in CY 2010
are the remaining closed forest in CY 2003 which is 1,280,436 hectares.

2) Open Forest

For the whole Philippines, Open Forest cover increased by 234,988 hectares (5.39%) from
4,360,166 hectares in Year 2003 to 4,595,154 hectares in Year 2010 or annual change of
33,570 hectares. Out of 17 regions, open forest cover decreased in ten (10) regions and
increased in seven (7) regions (see Table 2 below).

Table 2. Open Forest Cover Change by Region

Rank|Region CY2003 CY2010 Change (ha) |% Change
DECREASED
1|Region 2 638,094 553,344 (84,750) -13.28%
2|Region 3 362,886 294,291 (68,595) -18.90%
3|Region 1 151,927 105,060 (46,867) -30.85%
4|Region 6 154,041 110,146 (43,895) -28.50%
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5|Region 10 227,930 197,517 (30,413) -13.34%
6|Region 12 221,499 193,202 (28,297) -12.78%
7|Region 7 60,868 35,798 |  (25,070) -41.19%
8|Region 8 444,594 426,863 (17,731) -3.99%
9|Region 9 130,264 120,488 (9,776) -7.50%
10|NCR 2,790 2,098 (692)| -24.79%
INCREASED
Philippines 4,360,166 | 4,595,154 234,988 5.39%
1/|CAR 287,443 517,640 | 230,197 80.08%
2|Region 13 431,832 557,402 | 125,570 29.08%
3|Region 4-B 652,711 744,530 91,819 14.07%
4|Region 5 92,359 143,416 51,057 55.28%
5|ARMM 98,241 146,431 48,190 49.05%
6|Region 11 241,522 265,754 24,232 10.03%
7|Region 4-A 161,165 181,175 20,010 12.42%

Of the open forest area of 4,360,166 hectares in CY 2003, 2,398,091 hectares or 55%
were retained as such while 527,274 hectares or 12.1% were converted to closed forest, and
1,434,801 hectares or 32.9% were converted to other wooded land, other land, cultivated, and
other land, natural.

In terms of area addition to open forest in CY 2010, 22.29% came from closed forest, and
25.52% came from other wooded land, other land, cultivated, and other land, natural. The
remaining 52.19% of the open forest in CY 2010 are the remaining open forest in CY 2003
which is 2,398,091 hectares.

3) Mangrove Forest Page 9

Generally, mangrove forest cover of the economy had increased by 62,169 hectares or 26%
from 247,362 hectares in CY 2003 to 310,531 hectares in CY 2010. Of the 17 regions, only
two regions experienced a reduction in mangrove forest cover i.e. Region 2 where it went
down by 2,700 hectares and Region 13 by 833 hectares while the rest increased except in
CAR which is a landlocked region. Mangrove forest cover increased in 14 regions (see Table
3 below).

Table 3. Mangrove Forest Cover Change by Region (2003 vs. 2010)

Rank|Region 2003 2010 Change (ha) % Change
DECREASED
1|Region 2 8,602 5,902 (2,700) -31.39%
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2|Region 13 26,731 25,898 (833) -3.12%
INCREASED
Philippines 247,362 310,531 63,169 25.54%
1|Region 4-B 57,567 73,324 15,757 27.37%
2|Region 5 13,499 24,953 11,454 84.85%
3|ARMM 45,786 55,574 9,788 21.38%
4|Region 4-A 11,346 18,937 7,591 66.91%
5|Region 6 4,600 10,006 5406 | 117.52%
6|Region 9 22,279 26,523 4,244 19.05%
7|Region 10 2,492 6,379 3,887 | 155.97%
8|Region 7 11,770 14,804 3,034 25.78%
9|Region 8 38,781 41,654 2,873 7.41%
10|Region 1 151 1,028 877 | 580.56%
11|Region 11 2,010 2,879 869 | 43.23%
12|Region 3 368 955 587 | 159.39%
13|Region 12 1,350 1,601 251 18.58%
14|NCR 30 115 85| 283.51%

Of the mangrove forest area of 247,362 hectares in CY 2003, 148,417 hectares or 60%
were retained as such while 19,789 hectares or 8% were converted to other land, natural,
44,525 hectares or 18% were converted to other land, cultivated, 34,631 hectares or 14%
were converted to built-up area, inland water and open forest.

3. Key elements
A. Major policy issuances to protect and improve the forest cover of the
economy

The President of the Philippines issued two (2) major policies with the aim of protecting the
remaining forests of the economy and at the same time rehabilitate the open, denuded and
degraded forestland i.e. Executive Order No. 23 issued on February 1, 2011 and Executive
Order No. 26 issued on February 24, 2011, respectively.

1) Executive Order No. 23 (Declaring a Moratorium on the Cutting and Harvesting of
Timber in the Natural and Residual Forests and Creating the Anti-illegal Logging
Task Force)

With the implementation of Executive Order No. 23, the Department of Environment and

Natural Resources (DENR) is prohibited from issuing logging contracts/agreements in all

natural and residual forests, such as Integrated Forest Management Agreements (IFMA),

Socialized Integrated Forest Management Agreements (SIFMA), Community Based Forest

Management Agreements (CBFMA), and other contracts/agreements with logging
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components in the natural and residual forests. The DENR is likewise prohibited from
issuing/renewing tree cutting permits in the natural and residual forests nationwide, except for
clearing of road right of way by the Department of Public Works and Highway (DPWH), site
preparation for tree plantations, silvicultural treatment and similar activities, provided that all
logs derived from the said cutting permits shall be turned over to DENR for proper disposal.
Tree cutting associated with cultural practices pursuant to Indigenous Peoples Right Act
(IPRA Law) may be allowed only subject to strict compliance with existing guidelines of the
DENR. The DENR was also tasked to close and not to allow to operate all sawmills, veneer
plants and other wood processing plants that are unable to present proof of sustainable
sources of legally cut logs for a period of at least five (5) years; and to develop a National
Greening Program (NGP) through the Department of Agriculture-DENR-Department of
Agrarian Reform (DA-DENR-DAR) Convergence Initiative.

Executive Order No. 23 also paved the way for the creation of Anti-lllegal Logging Task Force
(AILTF) that enforces the moratorium and leads the anti-illegal logging campaign in the entire
economy. The Task Force is composed of the DENR Secretary as Chairman, and the
Secretaries of the Department of Interior and Local Government (DILG), Department of
National Defense (DND), the Chief of the Philippine National Police (PNP), the Chief of the
Armed Forces of the Philippines as members.

Before the implementation of E.O. 23, there were 197 illegal logging hotspot areas
(municipalities) nationwide. Together with the intensified forest protection and law
enforcement initiatives of the government, the illegal logging hotspot areas drastically reduced
to 23 representing a reduction of 88%. The remaining illegal logging hotspot areas are mostly
located in the southern part of the Philippines (see Table 4 below).

Table 4. lllegal Logging Hotspots Before and After E.O. No. 23

No. of lllegal Logging Hotspots
Major (Municipality) Percenta
Island Before E.O.No. After E.O.No. | ge (%)
23 23 Increase/
Year 2010 Year 2014 (Decrease
)
Luzon 121 9 (93%)
Visayas 48 0 (100%)
Mindana 28 14 (50%)
0
TOTAL 197 23 (88%)

With the implementation of E.O. No. 23, all the 19 logging concessions operating in the natural
and residual forests of the economy were ordered closed by DENR and a total of 1,411 illegal
logging cases were filed in court with 191 persons convicted (2010-2014 data). In terms of
trend in the total volume of apprehension and confiscation of forest products annually, the
volume was significantly decreased by 60% in CY 2013, and 63.7% in CY 2014 i.e. in
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reference to the 2012 data (see Table 5 below). The significant reduction is attributed to the
intensified forest protection, and law enforcement initiative of the government.

Table 5. Confiscated Forest Products from CY 2012-2014

YEAR Volume Confiscated
(bd.ft.)

2012 10,270,311

2013 4,153,419

2014 3,730,127

The disposition of confiscated forest products (CFP) before E.O. No. 23 was through public
bidding wherein the suspected illegal loggers invariably win the auction. Now, CFP are being
donated primarily to Department of Education (DepEd) for the School Desk Program of the
government. From 2011 to 2014, a total of 146,424 school chairs, desks and other school
furniture have been donated to DepEd, and around 380 school building were repaired using
CFP.

2" Executive Order No. 26 (National Greening Program)

This Executive Order is pursuant to Section 2.6 of Executive Order (E.O.) No. 23 mandating
the Department of Agriculture-Department of Agrarian Reform-Department of Environment
and Natural Resources (DA-DAR-DENR) Convergence Initiative to develop a National
Greening Program in coordination with Department of Education, Commission on Higher
Education, Department of Social Welfare and Development, Department of Budget and
Management, private sector and other concerned agencies and institutions.

The National Greening Program (NGP) is not an ordinary reforestation/re-greening program, it
also aimed in reducing poverty among upland and lowland poor households, indigenous
peoples, and in coastal and urban areas; implementing sustainable management of natural
resources through resource conservation, protection, and productivity enhancement;
providing food, goods and services such as timber, fiber, non-timber forest products, aesthetic
values, air enhancement values, water regulation values, and mitigate climate change by
expanding forest cover that serve as carbon sink; promoting public awareness as well as
instill social and environmental consciousness on the value of forests and watersheds;
enhancing the formation of positive values among the youth and other partners through
shared responsibilities in sustainable management of tree plantations and forest resources;
and consolidating and harmonizing all greening efforts of the government, civil society and the
private sector.

The NGP shall plant 1.5 billion trees in 1.5 million hectares of lands of the public domain for a
period of six (6) years from CY 2011 to CY 2016. These areas for development includes
forestlands, mangrove areas and protected areas, ancestral domains, civil and
reservations, inactive and abandoned mine sites, riverbanks, stream banks and other
public lands.

Page 13

Among t he NGPO&s mishmergst wome Yeaes c201d 12014 iincludes the
rehabilitation of 1,005,013 hectares of open, denuded and degraded forestlands (see Table 6);
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generation of 2,262,556 jobs, and employing about 320,220 persons including women who
are commonly tapped in seedling productions.

Table 6. Area replanted/rehabilitated under the NGP (2011-2014)

YEAR AREA PLANTED (ha)

2011 128,558
2012 221,763
2013 333,161
2014 321,532
TOTAL 1,005,013

B. Drivers of change in forest area and quality

A DENR and Gl Z study published in Year 2013, A AN
Forest Degradation in the Philippineso, intervie
Local Government Unit, Peoples Organizations, PCSD, Traders) in four (4) sites as to

what they perceived as direct and indirect drivers of deforestation and forest degradation in

the Philippines. The results showed that there are 13 direct drivers under four (4) main

categories. These main categories are Forest Products Extraction, Agricultural Expansion,

Infrastructure Expansion and Biophysical Factors. On the other hand, the 13 drivers of

deforestation and forest degradation are timber harvesting/timber poaching, fuelwood

gathering and charcoal making, Non-Timber Forest Products extraction, Kaingin/Shifting

cultivation, conversion of forestland into settlement/resettlement areas, into oil palm and

rubber plantations, highland vegetable farming, transport (road construction), mining, markets

(wood processing plants), hydro-power dam construction, tourist facility development, and

biophysical factors (natural causes such as typhoons, earthquakes, landslides, flood, drought,

forest fires and climate change).

Further, among the perceived indirect drivers of deforestation and forest degradation are
weak institutional capacities, weak law enforcement, corruption/collusion and political
interference are the likely factors as far as the governance aspect is concerned.  For the
socio-demographic aspect, the likely factors are increasing number of informal settlers in
forest and irresponsible attitude towards forest were identified by a majority of the
respondents. For the economic and market aspect, the main reasons cited are the high
demand for wood and limited livelihood options.

4. Lessons learned

The implementation of National Greening Program, and the intensified forest protection
activities initiated by the government are also main drivers of change in forest area and quality,
specifically from Year 2011 onwards. Through these initiatives, forest cover of the Philippines
has increased and is expected to reach 8.34 million hectares by Year 2015 with the active
participation and involvement of various stakeholders such as government sector, local
government units, private sectors, ci v i | society organizations, re
organizations and local communities. Further, illegal logging hotspot provinces has been
drastically reduced by 76% (from 51 to 12) while 88% (from 197 to 23) for hotspot
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