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EXECUTIVE SUMMARY

Social forestry schemes are often seen as a desirable way of supplying fibre to the pulp and
paper industry, since they reduce the need to exploit natural forests and establish farge scale
tree plantations, whilst at the same time providing social beneiits. In some major pulp
producing countries such as Scandinavia and the USA farm forests dominate private sector
forestry and provide a key source of ibre 10 \he paper mdusiry,

This study concentrates on social forestry schemes for fibre supply in Southern countries,
where there are clear links between deforestation and poverty and where the use of
plantations is increasing. Three in-country case studies were commissioned: {our corporate
schemes in Brazil, a country which is playing an increasingly impottani role in pulp
production and where the establishment of plantations has been controversial, of the Paper
Industries Corporation of the Philippines (PICOP}Y, one of the largest and Iongest running
corporate schemes; and of the Indian experience of social forestry.

The scale, types and number of farmers involved and the terms and conditions of the four
corporate schemes analysed in Brazil varied considerably. Generally, the motivation for
companies invalvement seems to have been to reduce therr operational costs and improve
their public image and it seems likely that these schemes will continue, Farmers participation
depends on the opportunity cost of tree planting and the alternative options available to therm.
In some plantation areas there may be few alternative options.

The PICOP schemes seem to have been set up in an attempt to diversify its sources of:woods
and improve peace and order in and around its concession and comprise a variety of different
schemes aimed at different occupants of the concession, many of whom had no legal: title to
the land. Some schemes offer certain forest occupants some rights to the land, aithough no
legal title, whilst others require participanis to move out of the area once they have planted
the required amount of trees. Peace and order in the area do seem to have improved and
although most occupants would still like a legal right to the land it seems that an increasing
number of people who were formerly hostile towards the company are now invoived in one
of the schemes. PICOP also provides much of the infrastructure and social services in the
concession which has improved the guality of life for people in the area, although there are
dangers in communities becoming overly dependent on the company.

In India, the government invested a large amount of effort and money in social forestry
schemes with the prime aim of meeting the fuel and fodder needs of the poor. Results were
mixed, 10 billion trees were planted however the vast majority were commercial species
often planted by richer farmers on land which had been previously used for agricultural
crops.  Schemes which involved tree planting on common land had very limited success.
Most of the schemes had collapsed by the end of the 1980s due 10 falling prices and distorted
markets leaving farmers wary about investing in trees.

Pulp and paper producers in India have tended to favour the establishment of plantations on
government land over social forestry schemes, however as state supplies dwindled and
concern about plantations grew, a number of companies set up seme very innovalive schemes
with farmers, although in all cases it seemed like both the companies and farmers felt that



improvements were required.

Social forestry schemes defintiely have a role in fibre supply to the pulp and paper indusfry
but to date their success seems to have been mixed hoth from the point of view of the farmer
and of the compantes invoived. For social forestry schemes to be sustainable it s important

that all stakeholders are involved in their design and understand and agree to the terms and:

conditions, this is not easy but is essential if the schemes are to be sustainable and provide
benefits to all parties. From a policy perspective, where social forestry is a viable option
it should be favoured since.such schemes supports rurat dwellers whilst providing fibre.

There are several features which are requi red if tarmers arc o be 1|wc-1vcn:| in social forestry
schemes;

security of land tenure, although not necessarily a title

access to credit scheme adapted to the situation in rural areas whilst the trees mature
higher retums than other cash crops '

secure markets for the wood.

The three most contentious aspects of soctal forestry schemes for fibre supply appears to be:

. how much choice farmers have over the species they plant

. what rights they have over the trees, such as when they are harvested and to whom
they are can be sold

* the price that the mill pays for the trees.

Reconciling the different priorities of those invelved can be extremely difficult and has led
to tension and problems in many of the existing schemes. {t-seems that a compromise neads

to be reached where mills are guarantesd a proportion of the wood but pay a reasonable price.
for it: In this way mills can at least-predict-the minimum amounts that they will receive and

farmers have a-guaranteed buyer for a percentage of their crop even if the price may be
below that of the market in a good year. However reaching this type of agreement 1s
unlikely to be easy and it is essential that both sides are adequately represented, Collective
bargaining is essential for farmers to negotiale eftectively with powerful companies, in cases
where farmers have few other options available to them and are not well. organiséd it 1s much
easier for thein to be exploited.
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1 INTRODUCTION

Social forestry schemes are often seen as a desirable way of supplying fibre to the pulp and
paper industry since they reduce the need to exploit natural forests and establish large scale
plantations whilst at the same time providing social benefits. The aim of this report is to
contribute to the assessment of how successful such schemes have been in practice, both in
terms of fibre supply and social benefits and to determine the potential for such schemes in
the future. Much analysis has been done on social forestry schemes, this report only
scratches the surface of the topic. '

In 1993, approximately 252 mullion tonnes of paper and paperboard were produced from 148
million tonnes of wood pulp, 15 million tonnes of non wood pulp and 100 million tonnes of
wastepaper (LIED Substudy No. 1, PPI 1995). Of the wood used for pulp production 71%
came from natural forests and 29% from plantations (IIED Substudy Ne, 5). The plantations
figure includes fibre supplied by large scale corporate plantations to trees planted on a couple
of hectares of farmers land. Unfortunately it has proved impossible to break down the overall
figure any further but it seems likely that fibre supplied from social/farm forestry accounis
for approximately 8-10% of the overali plantation figure.

The term social foresiry is a broad one which is used to describe a whole range  of very
different schemes with varying social components. Other terms such as community forestry,
farm foresiry and woodlots are also used to describe similar schemes. Feor the purpose of this
report Lhese terms should be understood to have the following meanings:

Social Forestry refers to any form of forestry that involves local dwellers, as such it
encompasses both farm and communily forestry

Community Forestry refers o any form of forestry where forest tesources are managed
communatly. Community managed torests will involve the whaole community whilst schemes
which only wvolve some user groups can be designated communally managed Forests,

Farm Forestry refers to the management of trees by individuals. If trees are grown separately
from agricultural crops then these area can be referred to as woodlots. If the tree growing
is combined with agricultural crops then this is agroforestry

The use of social forestry schemes to supply fibre for the pulp and paper industry varies
greatly from country to country and is dependent on a variety of factors including the
proportion of Jand under private ownership, land tenure arrangements, government regulation
and incentives and the alternative options available to farmers and pulp and paper companies.

In many major pulp producing countries including the USA, Finland, Norway, Sweden and
France the majority of forest land is under private ownership. Owners can either be industrial
forest owners such as financial and investment institutions and wood processing companies
or non-industrial forest owners who include farmers, rural non-farm residents and absentee
owners. Much of the private forest land is farm forest. Although the proportion of farm
forest has been declining in Wester Europe and the USA, farm forests dominate private
sector forestry in Scandanavia and to some extent in the USA {Mather 1990). For example,
in America the largest paper company International Paper sources approximately 70% of its

1



wood supply from private woodlots, tanging n size from 10} to several thousand hectares.
The average size was less than 30ha (Jorling 1995 pers comm.} In Nordic countries farm
forests account for 75% of privately owned forests and 55% of the total forest area and are
a major source of the fibre used for pulp preduction.

An example of a developed country where a high proportion of pulpwood is sourced from
small farmers is Sweden, where 30% of the forest land is owned by small private owners,
38% by companies and 12% is in public ownership (Skogsindustrierna 1993). The proportion
of private ownership has changed very hitle over the years. The negotiating power of small
forest owners is increased if they are members of Skogsagama, the National Federalion of
Forest Owners which negotiates wood sales with sawmills and pulp mills as well as providing
advice on silviculture, environmental issues and regulation and acting as a lobbying and
policy influencing body.

Box Ia

Case Study la: Malarskog Forest Association, Sweden

About 87000 forest owmers are members of Skovagama which has gight epionad awsociations.. These
ara organiscd as producers cooperative and owped and contrdlled by the members, They ars fonded
through membership fees, consultancy charges and lhey receive a percentsgs from all the wood sales thar
they negobiate.

hMalarskog is the regional foresl owners associstions representing the middle part of Sweden. Tt has abont
600 members who betwsen themy own around 600,000 ha of forest land. Malamskog employs
approximately 400 people of whom about 170 are invelved in advising members and selling their
products, 30% of the forest ownoers in the arca self their woad via Malarskog and the rest negntiate
directly with indastry.

Malarskor owns five sawmulls b alsa supplies wood to other sawniills and the pulp industry.

Negotiations with sawmills and pulp companies normally take place  twice & year. Who intiates these
|| negotiations, and when, deprends on the demand for wood, although there is monthly contact in order to

arrange deliveries and so Torth, Approximately 25% af the wond  in the area goes 16 pulp mills in their
region, including chips from Malarskog's sawmnills,  Their main customers for pulpwood gre Stora,
Korsnas and MoDo., Malamskos tries to tailoe their wood suppiy to mills” demand. TF there tooks like
there 15 going to be a shortfall they try to persuade forsst owners to harvest a bit more, otherwise mills
will import wood which 5 nat in their inferest.

Source: Malarskog literatire.
Tnterview with Per-Ake Arvidsson. Malurskop Forest Assaciation, Uppland.

In other countries social lorestry schemes are often linked to plantations. In a survey of 18
of the largest plantation owning pulp and paper companies in North and South America,
Asia, Southern Europe, South Africa and New Zealand it was found that 60% of them either
ran an outgrower scheme or provided extension services to private landowners who grow
trees (HED Substudy No. 3).

Although social forestry schemes in developed countries deserve further study, thiis report
focuses on social forestry schemes for fibre supply in developing countries where there are
clear links between deforestation and poverty and where the use of plantations is increasing,
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The study looks jn detail at social forestry schemes in three developing countries, Brazil,
India and the Philippines, examining the reasons why they were initiated, how they are
implemented and how sucessful they are from the perspectives of the various stakeholders.
The final section of the report discusses the Tessons which can be learned from these schemes
and analyses the important components of social forestry schemes for fibre supply.

There were a variety of reasons for looking at social forestry schemes in these particular
countries, Brazil is playing an increasingly important role in pulp and paper production and
the establishment of plantations there has been controversial. India has wide experience of
different types of social forestry schemes and how Indtan industries should source their wood
requirements is currently a subject of tierce debate. In the Philippines, PICOP has one of the
longest standing and largest corporate social forestry schemes in the world and therefore
merited analysis.

HED commissioned reports on social forestry schemes for fibre supply from in-country
consultants in the above countries. Four social forestry schemes run by pulp and paper
companies in southern Brazil were examined by Balensiefer (Klabin, Rigesa, Inpacel) and
[solan {Riocell}, Corazon Lamug analysed social foresiry schemes run by PICOP in the
Philippines and Anil Agarwal and Sunita Narain .looked at the impact of India’s social
forestry programme. In each country key stakeholders in the social forestry schemes,
including farmers and the relevant company cmployees were interviewed. Unless otherwise
referenced this report is based on the information received from the above consultants and
research carried out by TTED.



2 . CORPORATE FARM FORESTRY SCHEMES IN SOUTHERN BRAZIL
2.1 - Background

In 1995, Brazil was the eleventh top paper and board producing country in the world (PPI
1995) and according to Brazilian national figures 80% of pulpwood cames frem plantations.
Demand for pulpwood is set to double by the end of the century (CCE 1992). The remaiming
natural forests are already under significant pressure from the wood industry and from
shifting cultivation so the increase it pulpwood demand s likely to increase this pressure and
also the area under plantations. -

The first federal government laws on reforestation-and plantations in Brazil were passed in
the late 1960s and early 1970s and led to some major plantation schemes however, recently

government incentives for plantations have been reduced (see Table 2.2a below). There have -

also been various reforestation initiatives by local governments, although these have tended
to have very limited success, having insufficient resources at their disposal and encountering
difficulties in collecting funds from taxes on harvested timber. '

Most pulp and paper companies in Brazil have plantations despite the current lack of
incentives, since any industry which consumes wood is legally obliged to replant the area of
wood that it has consumed. If this obligation was not in place it is likely that most companies

would still have Jarge areas of plantations since on average they produce two fo three times.

more usable timber per year than natural forests {25 to 40 m*/ha/a for high yielding
plantations compared to 10-20 m'/ha for natural forests). It also allows companies fo present
a 'green image’ to the outside world of reforesting rather than cutting down natural forests.

Tahie 2. la  Federal Government Poficies on Reforestarion and Plantarions in Brazil

=

Year Palicy [mpact _ “

nuch of the rest pinus.

The remaining sres was planted wirth
rubber, palm and acacia. Palp and
petper companies aceounted for 31% of
the aren planted sioce the 1970s,

1971 Government introdueed possibilitees For poant
veptnres hetwaen the stute and private sector
industrics who vsed wood as a raw material
ur enerpy source (Law [134).

1975 Introduction ol reforestation  programme | Had very fittle soccess due o lack of
REPEMIR, which assists smull and medium | funds, lack of efficient awareness
producers (farms hetween 20 and 300 Ta) | raising and extension and insufficient
[ reforest vp fo 20% of their lois, technica] support,

' || 1988 Laws 3106 and 1134 aholished. Planistion development has continued at

: the rate of I00000ha per year, the
mtjority planted by the pulp and paper
mmdustry

Sonrce: Balenseler 1993, IT10 1995, 1IED Suhstudy Mo, 3

L1246 Fiscal ineentives istrodueed for penple | Law 3106 and 1134 provided the key to | -
investing over 30% of their incone laxes o | the growth in plantations. Planted forest
tree-planting (Taw 5106). Originslly only | avea increased  from 47,000 ha in the
applicable to areas greater than [LUOO ba but | 19605 ta 6.2 million ha in the {9905, 3
wag later reduced to 100 ha. mullion ha of this 1% eacalyphes and
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Muny companies source a proportion of their fibre supply from producers in farm forestry
schemes. Overall about 350,000 ha have been planted with trees under these schemes, which
represents just over 8% of the total plantation area. This next section analyses four company
schemes in detail,

2.2 Analysis of Schemes

Table 2.2a below summarises the key features of the farm forestry schemes run by the four
companies. There are significant differences in the number of years that the schemes have

_been running, their scope, the types of farmer that they target and the conditions that they

impose. The scale of the schemes run by Riocell and Klabin is much larger than the others,
both in terms of the area of land planted and the number of producers involved. Only Klabin
and Riocell have harvested wood from farm forestry schemes as yet and they curreatly
procure 10% and 20% of their fibre respectively from farm schemes. This is similar to the
proportion planned by Rigesa and Inpacel. Klabin's target of it’s farm scheme supplying
50% of its fibre needs is the highest of any of the schemes looked at in in this swdy.

All the companies seem to be trying to include farmers with small amounts of land in their
schemes. Riocell and Rigesa target very small farmers, with Rigesa feeling that this will
mcrease the social acceptance of the company in the area. Inpacel seems to be targetting
small farmers and Klabin seem to have struck a good balance between the different farm
sizes with their four different schemes. This is the only company of the four which is
involving large farmers, The terms and conditions of the schemes vary considerably belween
the companies and are summarised in Tables 2.2b, 2.2c and 2.2d below.

Table 2.2a  General Fearures of the Companies

Name of Yeurs of Manthly Fibre sources Praportion of fibre .
comprany activity production of supply originating
company/f paper procucts from FFSs present
f FFRs* {tons) planned
RIOCELL 236 17,500 Eucalyptus (100%) 10
KLABIN 5013 45,00} Pinus {65%),
Eucalyptus{25%), 20 50 “
Araucaria {10%)
INPACEL 43 13,000 Pinus (70%), - 10-13
Encalyptus (30%) {firs! harvest
in 1996)
RIGESA 3519 16,000 Pinus (93%), - 10-15
Eucalyptus (7 %) "

TTTSs : Farm Forestry achemes
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Table 2.2d  Obligarions of the Producers to the Companies

Name of Obligation to Obligation to Beneticiaries of tree sale
Company plant species sell timber to
chosen by the the company
company
RIGCELL Yes Mo - The tarmer, minug 10% (o refund the

costs of seedling production,

KLABIN No No - Donation: the facmer

- Sale of seadlings: the farmer
-Rental of land: the company mimus
30% of wood sale paid to the farmer,
in addition o rental

- Joint venture: the farmer minus 15%
to retund the costs ineurred by the
CONMIPANY.
INPACEL Yes Yes, except 3% | The farmer
afllowed for
domestic needs.
RIGESA Mo information | No The farmer
dvailable

Of the schemes analysed, the one run by Riogell seems to be the feast favourable to the
farmer and the most favourable to the company. Apart from techmical assistance all other
operations are either carried out by third parties or the farmer or ultimately paid for by the
farmer (e.g the production of seedlings). At the other extreme, the scheme operated by
Tnpacel seems to be the one which benefits the farmer the most. The partial payment for
maintenance (second and third weeding) and the free provision of pesticide and feriliser by
the company reduces the costs incurred by a tanmer in the Inpacel scheme to 40% of of those
incurred by a Farmer on the Riocell scheme, '

The farm forest programme nmt by Kiabin appears 1o be the most comprehensive in terms
of the number of options it offers, managing to take into account the diversity of farn sizes
and the financial and social status of the farmers. 1t is also the only company which allows
farmers to choese which species they plant.

All the farm forestry schemes discussed above make extensive use "of external inputs
(fertilisers, pesticides, improved seediings). Information on survival rates is usually not very
refiable since it requires regular visits to farmers, an activity often neglected. by technical
staff. If it is done, it is often biased by non representative sampling {eg. visits done to the
same, more accessible and more favoured farmer). Tt is not possible to assess the reliability
of the figures given by the companies in question, however the survival rates given, over
80% in all cases, seem very high. The survival rale seems to increase slightly with the size
of the lot .
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Generally, the least effective aspect of the schemes has been technical assistance. The usual
reasons given for this are a fack of qualified personnel, poor logistics and insufficient funds,
Riocell has already handed over part of this task 1o the government and Rigesa is in the
process of dotng the same.

An interesting aspect of all these schemes is that the farmer is under no obligation to sell the
wood grown on his/her land to the company except in the case of Inpacel andt under Klabin’s
rental scheme. This ts in contrast to similar schemes in other countries (see sections .3 and
4} and may explain why a higher proportion of the costs are borne by the farmer in some of
the schemes. It may be that there are few other markets for the wooed in the area and
therefore companies need not need to worry about not receiving an assured supply. However,
further research on this is required.,

Another interesting feature of these schemes is that although most companies seem to involve
relatively small farmers in the schemes there do not seem to be any credit lacilities offered
which are usually required if poor farmers are to grow trees, Since no returns come from
tree planting for at least seven years it is not clear how farmers with little or no capilal can
afford to do this if they are not offered credit, It may be that trees are a complementary
source of income to agricultural crops. However, whether or not farmers can manage
without credit whilst growing trees depends on how much capital they have, how much
labour is required by the trees and what olher sources of income they have. These aspects
also require further research.

It proved difficult to get information on costs from the companies, with only two willing to
disclose this information. Nonetheless the figures given indicates that the costs incurred by
the farmer amounts to roughly 30% of total operational costs. This figure does not take into
account the value of the share of the timber that the famer has to give the company in some
of the schemes in compensation for costs incurred by the latter.

2.3 Costs and Benefits to the Stakeholders in Social Forestry Schemes
Compahies

There seem to be two major reasons why companies enter into farm forestry schemes. The
first is that such schemes can result in major savings to the companies. The costs of land
is refativety high in southern Brazil (approximately US $1,4350/ha) hence there may be
advantages in sourcing a proportion of their fibre from fand owned by small producers rather
than buying the land outright, this compensates the purchase of trees. Sourcing fibre from
tarm foresiry schemes also results in significantly lower labour costs. In most farm forestry
schemes farmers carry out all the land preparation, planting and maintenance operations at
their own expense. These operations account (or between 30% and 30% of the total costs
of plantation operations for the companies studied. The savings that the company makes
from this far outweighs the administration and transport costs incurred in running the
schemes by the companies, although the company stifl has to pay the farmers for the tress.

The second reason for operating a social forestry scheme is that the involvement of jocal
producers can enhance the company’s image both in the local area and in the weorld market.



From the company's perspective the negative aspects of farm forestry include the
organisation that is required, the need to provide technical assistance and the lack of control
over the trees, Obviously companies have far more control over what happens in their own
plantations so when compantes it hard thmes farm forestry can beone of the first things to
be cut, as in the case of Riocell which recently drastically reduced its farm forestry scheme
{a 70% reduction in the numbers of farmers participating since 1993), citing the poor market
sttuation as the reason. It seems unlikely that the corporate Riocell plantations have been
reduced to the same extent. However, the other companies examined in Brazil do not appear
to have followed the same course of action.

Farmers

Farmers participation in farm forestry schemes depends on the alternative options available
to them. Tn some plantation areas there may be few options, particularly if the plantation is
on good land or farmers have been displaced to make way for it. Their major motivation
for planting trees is income generation but whether or not tree planting is a desirable and
viable option depends on a wvariety of factors including opportunites for off-farm
employment, the guality of the land, the wealth of the farmer, the availability of tabour and
the potential benefits of other products, for example cash crops.

Tree farming is less labour intensive than for annual crops but will only bring in an income
after a minimum of seven years whereas two annual crops may be harvested each year.
Thus, despite the extra work involved i annaal crops many farmers may still favour these
over trees or may simply not be able to afford to turn part of their land over to a crop for
which Lhe returns are deferred. They are more likely to consider planting trees on degraded
or marginal land which is unsuitable for agricultural crops. However it is difficult to
generalise as conditions and circumstances vary so much. '

In the area where Klabin operates, the return from -corn cultivation is in the region of
USHL15-120 ha/crop which is substantially lower than the returns from tree planting which
for encalyptus works out at around US3200/ha per year. However, two annual crops of corn
can be planted and the returns are immedhate.  Other crops such as vegetables can generate
higher returns than this if the market is good and the farmers have access to transport, which
would seem to make treg planting unattractive, whilst more marginal land is used. In 1994,
Rigesa surveyed farmers in the area to see how many of them would be interested in being
involved in farm forestry schemes and found that about half would be.

Lacal Communities

The operation of farm forestry schemes by compantes brings some benefits to the local
community i terms of increased imcomes of those participating, particufarty as most of these
schemes appear to be targetting small  farmers.  However, the importance of this is
dependent on what olher oppornities are availahle to local farmers and what was available
before the schemes started. As all these schemes only plant trees on privale land there are
no benefits to non-landowners and the planting of eucalyptus and pinus which is required in
most of the schemes mean that the trees have few non-tinthér benefits.
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2.4  Future of Farm Forcest Schemes for Pulpwaocd Supply in Southern Brazil

Given that the main motivations for companies to operate the schemes appear to be the
reducing their operational costs and improving their public image it would seem likely that
these schemes will continue. Good quality land is scarce and expensive in southern Brazil
and with demand for pulpwood increasing it would seem sensible to continue and possibly
expand pulpwood procurement from farmers. However, the pulp and paper market is a
volatile one with cyelical high and low prices which may mean that social foresiry schemes
come under pressure when pulp prices fail.

Provided that they receive decent returns from tree planting, farmers who are aiready
involved in social forestry schemes are likely to continue to plant trees, particularly on
marginal or degraded fand. Again market considerations are crucial. If farmers can get
similar returns from annual crops they are likely plant these instead. However, if capital is
not the most limiting factor then trees may be favoured since they require less labour,
Whether or not new farmers become invalved, depends on the opportunity costs of plariting
trees compared 1o other crops, whether or not they can afford to wait for the returns and
what alternative sources of income are availabie to them,

Th government iy likely to continue o support social forestry schemes since these result in
reforestation whilst supporting rural incomes. The government seems prepared to play a
supportive role, for example it is in charge of transportation and technical assistance for the
Riocell scheme and is providing technical assitance for Rigesa.
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3 THE PAPER INDUSTRIES CORPORATION OF THE PHILIPPINES SOCIAL
FORESTRY PROGRAMME

3.1 | Background

The Paper Industries Corporation of the: Philippines (PICOP) is one of the most important
industries in the Philippines and is one of the largest integrated timber pulp and paper
companies in South East Asia. PICOP began as a government logging company in 1952 and
expanded into a major preducer of timber, pulp and paper, wiath a capacity or 122,000 tonnes
per year of kraft pulp, 82,000 tonnes per year of newsprint and 68,000 tonne per year of
kraft-containerboard. - [t produces 60% of the newspnint used in the Philippines: [t was
.privatised i 1994 after running into severe financial difficulties severat ycars carlier,

PICOP has a 200,000 ha forest concession much of which was over-logged and for the Tast
12 years has been trying to diversity its sources of wood. Tnitialives have included the
establishment of industrial tree plantations in the concessien and a variety of social forestry
schemes which between them are reported o supply the company with 40% of its pulpwood
requirements. However the industrial tree plantation programme has ceased and the social
(orestry programmes were constrained tn 1992 due to PICOP’s financial problems (Agrifor
1995}, The government of the Plulippines, which owns all forest land tn the Philippines, set
up an Integrated Social Forestry Programme ([SFP} which legitimised the occupancy of
upland farmers on forest Jand who prior 10 that had no legal rights to the land, PICOP was
exempt {Tom tmplementing this in its concession and in the past had dealt harshly wath illegal
occupants, making velations between the company and the inhabitants of the concession
difficult. However, in 1983 PICOP launched a modified version of the ISFP, the Modified
Social Forestry Programme (MSFP) and.other related social and agroforestry schemes. The
key features of these are given in Table 3.2a below.

3.2 Analysis of the Schemes

PICOP operates a number of different schemes targetted at different groups in the
concession. One set 18 aimed al private landowners farming in the vicinity of the concession,
the other at forest dwellers who have no legal right to be in the concession. The main
features of the different schemes are summarised in Table 3.2a below.,

The MSFP is aimcd at illegal occupants of the concession and comprises two schemes, the
tree growers contract scheme and the plantation development scheme. Farmers who settled

in the forest between 1975 and 1981 arc cligible to enter into the tree growers scheme which |

legitimises their use of the land for as long as they continue to plant some of their land with
trees. Originally {armers were provided with a | ha farm plot and a 9 ha tree farm plot in
an adjoining area where they planted seedlings specified by PICOP. Farmers could also use
the plot for any kind of farming activity. Farmers joining the scheme now are given 10 ha
of land for a tree farm where the trees are spaced so as to allow intercroppng (Agrifor
1585},

The plantation development scheme is aimed at people who arrived in the concession after
1981, They are organised into cooperatives which are given responsibility for the plantmg
of certain areas of the concession with fast growing species. They are paid and then required

12

00 000O0O0

< O

O O

*

P
T

»

SHCIONY:

P
o3

-
1

T

v O

o &




000D

-

SIS

DU

. o,
._\__‘,' “-’J

Ui

i

i

U

J
)

A

to move out of the forest concession area. This achieves PICOP s aimsy of planting trees and
reducing the number of legal scocupants o the concesstom L the same time,

The agroforestry, outgrower and LEAF schemes which replaced o, are aimed at smal] private
landowners who have land in the vicinity of the PICOP concession. In the agroforestry
scheme, which ran until 1989, landowners were encouraged to set aside the best fifth of their
jand for agricuitural crops and piant trees and crops together on the rest.  Tripartite
agreements were signed batween the farmer, the develomuent hank of the Philipianes and
PICOP. The bank provided the farmer with capital and PICOP provided seedlings, technical
assistance and chainsaw assistance at harvest time. Farmers had to sell the trees to FICOP
which deducted the costs of its inputs such as seedlings and chainsaw assistance from the
price that it paid. This scheme ended in 1989 when it was replaced by the the Liveiihoed
Enhancement through Agroforestry (LEAF) scheme,

The LEAF scheme is very simtlar with same tripartite agreements being entered into but is
specifically aimed at low income farmers. [t is supported by donors including USAID and
has a more explicit capacity building component.  So far, there have been two phases of
LEAF and farmers from the first phase are involved In trafning farmers in the second.
LEAF also offers various income generating opportunities to participants. Participants in the
first phase had to plant up to 3 ha with trees, n the second up to 2 ha. The Qutgrower
scheme is also very similar 10 the above schemes but no financial support 1s provided by the
bank.

All the schenies operated by PICOP specify the trees to be planted and il encurage planting
agricultural crops between the trees. Tree plantations are inspected up to six times by
PICOP in the first year and payments are made for each surviving tree, Once the trees are
established {ie one year after planting) anyone on a plantavon development contract has to
leave the forest concession. Those on the tree growers contract are visited approximately
five times a year for the next five ycars and paid for every surviving free. Farmers are
encouraged to grow Crops between the trees although, the extent to which this is possible
obviously depends on the maturity of the trees. Once the trees have matured the farmer is
paid Lo harvest them and can then replant the area.

13
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3.3 Costs and Benefits to Stakeholders Involved in the PICOP Schemes
Tha costs and benefits to the various stakeholders are summarised below

Table 3.3a  Costs and Benefits 1o Stakeholders Involved in the PICOP Schemes

Stakeholder Costs and Benefits

PICOP Investments required in personnel, technology deselopment and
transfer seedlings and community development projects. Bensfits
include, increased peace and order in the forest, reduction in the
cost of tree farm development and the provision of a steady soures
af pulpwood,

Crowers Cowsts are the use of their fand and labour while the benefits are
sectiity of land tenure, incrgased income and other social service
hanets.

Local Community Benefits include stronger community organisations, improved

infcastructure aml social services, rural development and
employment and increased income of inhabitants, There could be
a danger in hecoming overdependent on PICGP.

PICOP

There appear to have been three main motivations for the implementation of social foresiry
schemes by PICOP. The first is the hope that such schemes would provide a means of
improving the relationship between the company and the local people and help restore peace
and order in the forest concession.  The concession is occupied by a a large number of
people who have no legal rights to the land as weil as members of the New Peoples Army,
a rebel group, and in the past PICOP had dealt harshly with illegal occupants. Reducing the
hostiity would greatly reduce the costs of forest protection and management. Secondly,
much of PICOP’s concession was overlogged and the company required new sources of
pulpwood. Thirdly social forestry schemes enabled PICOP to procure the species that they
wanted at cheaper prices than from sellers oulside the concession (Agrifor 1995). PICOP
also teceives support from donors for soime of their schemes,

PICOP has invested a large amount of time, money and training into its various social
foresiry schemes and has reaped significant benefits. They employ 28 people in their Social
Forestry department and a similar number in the two separate departments that deal with the
agroforestry and LEAF schemes. To get the schemes going initially they ran an extensive
awareness raising campaign using the farm programme on the local radio station and local
publications to communicate the objectives of the social programme. This was followed up
with meetings in the villages accompanied by personnel from the government forest bureau.
The company then undertook a survey of the area to determine the number of illegal
occupants and their liviag conditions. Most were very poor, some malnourished and all were
very worried about beng evicied from the forest. Those who are interested in being
involved in one of the schemes then have their land surveyed by PICOP and then the
contracts are signed. ' '
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The schemes seemed to have contributed (o an increase in peace and order in the concession
and a teduction in hostility towards the company. They have also resulted in a diverse and
secure pulpwood supply accounting for 4 significant proportion of PICOP's requirements.
The scheme 15 organised in such a way that once the trees are established they belong to the
compaiy, hence PICOP need not worry about farmers selling them to buyers offering higher
prices.,

Farmers

For most occupants of the forest concession the PICOP forestry schemes were one of the few
options available to them, For those farmers who already have rights to their land the main
benefits are increased income and access to the social services that PICOP provides. The
people who perhaps gained most from the social forestry schemes were farmers who illegally
settled in {he forest between 1975 and 1981 and who have no legal right to farm there.
Participation in the Tree Grower scheme tegitimized their use of the land for as long as they
participate in the scheme as well as providing them with an income. However, i does not
cive them any legal title to the land or securnity of tenure and there 15 sill some hostility from
people in the arca who feel that particpation in the schemes undermines their efforts to gain
a legal titic to the tand. For those people who illezally occupied the forest after 1981 their
only benefit from participation in the scheme is enough monegy to move out of the area which
they are then required to do.

Participation in PICOP schemes also allow access to all- sorts of company benefits including
deferred payment of hospital bills and school fees membership of a credit cooperative which
entitles them to loans and cash advantages.

The main problems with the schemes from the farmers poant of view is the lack of control
that they have over the specics they plant and the low price that PICOP pays for the trees.
PICOP supplies all the seedlings 1o farmers on the schemes which is resented by the farmers.
They have also recently shifted from albeza falcataria to eacal yptus which the farmers dislike
because it 18 more difficult to transport.

Although on the whole it seems that the teturns from trees, although delayed, are
worthwhile, the major disadvantage from the farmers perspective is the low price that PICOP
pays for the trees compared to other wood byuyers. However, as most of the land which
farmers are planting with trees are marginal and would not support agricultural crops there
is little opportunity cost in tree planting. Credit is generally available to support farmers
whilst trees are maturing however probably the biggest change that participants in the scheme
would like to be made is to increase the price paid for the woed. Under MSFP, the company
owns the trees hence there 15 no possibility for farmers to sell the trees on the open market.
PICOP’s prices are low in comparison to payment made by other wood buyers, however
PICOP undertakes o buy the whole tree whereas most buyers will only pay good prices for
cood logs.

Local Community

The local community benefits from the increased income and options available to forest
inhabitants. Community organisations have also heen strengthened by the increase in
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growers associations and cooperatives. 'PICOF is involved in a number of community
projects and has provided much of the infrastructure and social services in the concession
which improves the quality of life tn the area, although there are dangers of becoming overly
dependent on the company.

The ambition of most forest occupants is to have secure rights to fand. Land use rights are
only available to cerain groups under the PICOP schemes and even they get no security of
tenure or legal right to the land. Some forest occupants feel that the PICOP schemes are
undermining their fight for land rights. However, it seems that an increasing number of
people who have formerly been hostile towards the company are now involved in one of their
schemes.
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4 $OCIAL FORESTRY SCHEMES IN INDIA

4.1 Background

In India, ali forest land is owned by the government with the exception of certain tribal
areas. Each state manages ifs forest land through the forest department which can own up to
23% of the land, depending on the state. Table 4.1a below summarises the government
policies on forests which are. relevant to the pulp and paper sector.

Table 4.1a Government Forest Policies Refevant (o the Py and Paper Secror

Year

Pulicy

Results and Prohlems

19305 and Gis

Long term contracts
between forest departments
and paper industry for
sitpply of pulpwouod,

Large scale deforestation,
regeneration suppressed due to open
grazing, lack of incentives for paper
industry o reforest, large scale
deforestation cansed survival and
econemic problems for poor people
as well as 500 erosion and other
ecclogical problems

19705

Contracts renagaotiuted at
higher rates and on a
shorter term buasis.

Deforestation continues us  this was
the cheapest option.

Late 1970z and 1980s

Social Forestry, Main aim
wis by meet the fuelwood
and fodder needs of the
DO,

Government encouraged & varicty of
afforestation programmes including
farm forestry. Millions of (rees
planted, the majority commerciat
spectes on private land.

Mid- 1980

Cheap impot of pulkp

The most successful of the social
furestry schemes, farm forestry,
collapses as farmers fail 1o find a
renumerative market for their wood.

Late 1980s

Government insists that
industey must source ity
wood trom farmers, Joinl
Forest Management s
introduced on stare-tnyned
forest Tanils,

JFM leads to regeneration of
hiodiverse forests on state forest
land. Several companies introduce
innovative farm forestry schemes.

Mid-1990s

Inclustry vequests captive
plantationg on state owned
forast land.

Environmentalists and pro-tribal
MPs strongly oppase the request.

——————— —

In the 1950s state department were ordered to enter inio agreeements with the industry to
meet their wood needs. The paper industry did very well from this, receiving an assured
supply of pulpwood at very low rates. This policy came under heavy criticism tn the 1960s
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and 1970s as deforestation increased and the rates were revised upwards and contracts
shortened. By the late 1970s there was widespread concern about the extent of deforestation
and the effect that this was having on the rurat poor in particular and a social forestry
programme was initiated with the suppert of multilateral and bilateral donors. At the same
time, paper mills who were concerned aboul their wood supply initiated some very innovative
schemes with farmers to supply some of their pulpwood requirements. The main aim of the
government programme was to meet the fuelwood and fodder needs of the poor, however the
mest successful part of the scheme was the growth of commereal species on privaie land
which had siprificant impacts for the paper industry.

Taile 4.1 Afforesration in India 1950-1990

Year/ ﬁ#red Cumulative Money spent -_Pmpurtiun of total
Five Year Plan afforested (millioa ka) (Rs millinn) furestry budget
Pariod {million bl spant an
IL ' _ afforestation (%)
First [931-36 0.052 0032 12.8 16.8
Second 1956-61 0311 0.363 68.6 32.3
Third 1961-66 0.383 0.946 2113 46.0
196659 Q453 |.399 302 554
Fourth 1968-74 0.714 2,113 4434 530
Fifth - 1975-79 1.221 3.3%4 1072.8 51.0
1979-80 0.222 35336 371.0 540
Sixth  {980-85 4.630 8,201 9260.1 134.0%
 Seventh 1985-90
' 1985-86 | 1.51 9,716 3785.6
1986-87 1.762 I1.478 49240
1987-83 1773 13.253 3408.3
1988-85 21109 15.372 6200.0
1989-00 1.300 16.672 5080.0

FFrom 1980 onwards a substantial part of the afforestation budget came from the rural deveiopment
hudget hence afforestation expenditure was more than the total forestry budger,

Tabie 4.1c below outlines the interest of the major stakeholder groups in forestry. These
interests are often conflicting and hence difterent forest policies are preferred by different
groups.
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Tabie 4.1c - Stokeholders Imerest In Forestry

Stakeholders

Tnterests

Preferrad Medns of Tmplamentaiion

Government

Good tand use which meets
the needs of the people
without sucrificing the
eeology.

Mix of policies (hat includes the
participation of tural communitiss. an
industry in forest regeneration and
afforestution.

Forest Buresuciacy

Conteol caver forest land,
incegase in tree cover and
jubs,

Polictes which do not involve much
participation in management. Captive
plantations for industry.

Paper Industry

Pulpwaond available at as
cheap a rute as possibie o as
SECUTE d MAUNAer as passible.

Long term supply contract with
SOVETTIMETE . ' :
Captive plantstions,

Farm forestry schems,

NGOs

Socially and ecolngically
appropriate fanduse.

Inint Forest Managemanl on state
owned fands 1o meel peoples needs-
and farm lorestry on degraded
Farmiand to mest industry needs.

Rural Communitics

Ahiliry o collect fuslwood,
tihiler wnd ather hiomass
nzeds trom the forest,
Income from the firest,

Regeneration of a diverse forest cover
and atforestation with specific income
wenersing species.

Farmers

Income seneration with as
little Jabour as possible,
Species which give good
returns hut iF possibie also
maet household needs.

Farm forestry with securs markets
and @ price on a par with the market
prrice.

4.2  Social Forestry Schemes in India

4.2.1 Govermment Schenmes

The prime aim of the Tndian government social forestry programme which was supported by

donors, including the World Bank, was to meet the firewood and fodder needs of rural
communities by planting trees on private and government controlled land.

There were four components to the programme:

Strip Plantations: - Planting trees along roadsides and canal bunds
Farm Forestry: - Tree planting on private farmlands '
Village Woodlots -Planting trees on village common lands
Planting trees on degraded state owned forest land.

In terms of the number of trees planted the social forestry programme exceeded ils aims,
with approximately 18 bitlion planted between 1981 and 1988, However, in terms of meeting
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the needs of the rural poor the programme was much less successful. The majority of the
trees planted (10 billion) were planted on private land and 80-90% of alt the trees planted
were non fodder species planted for sale on the commercial market, mainly by rich farmers
on fertife land which had previously produced food crops.

The next section looks at the various social forestry schemes in more detail.
Farm Forestry

Farm forestry was the most successful component of the social forestry programme. Over
55% of all the trees planted were on private land and these had the highest survival rates.
F0% (7 billion) of the trees planted were eucalyptus and of these § billion survived. The
estimated yield of these was 25 million tonnes of wood annually. To put this into context,
the yield of trees from government forests was 10 million tonnes annually, There were
various markets for the wood but the main ones were the sale of poles which had a variety
of uses and the sale of wood for pulp.

Farm forestry was particularly enthusiastically taken up in certain states. In Haryana which
was not a region where trees had histonically been planted, the area under trees increased by
33% per annum between 1975 and 1984. In the four northern states of India, seedlings were
distributed by the forest department and between 80 and 96% of these were eucalyptus. An
independent survey put the tree survival rate at 60%.

To begin with farm forestry was very lucrative. The World Bank calculated that it made
good ecenomic sense with internal rates of return of 25-30%. In Gujarat a farmer could pet
a return of Rs 314,000 per ha after five years on annitial investment of Rs 62,000 and the
cost benefit ratio for farm lorestry was estimated to be 1:5 compared to 1.2 for other cash
crops such as groundnuts in the same region. In Haryana the cost benefit ratio for farm
forestry was put at 1:3 whereas farmers were only just making a profit on agricultural crops
{estimated at 1:1.2).

However, the scheme fell apart in the late 1980s as the price for the trees coilapsed. Farmers
in Guajarat stopped planting trecs in 1984 as the price fell and by 1987, it was found that
only one filth of the 45 producers in Guajarat made a relative profit. For the others
agriculture was a more viable option. None of the farmers who felied trees in 1987 took a
second rotation. [n the Punjab a 7-8 year oid tree was reported to be unsaleable at Rs [5
whereas in the early 1980s it had been selling for over Rs 150 and eucalyptus pulp which bad
been selling for Rs 450/tonne in 1986 had fallen to Rs 250 per tonne in 1990,

There were three reasons for such a dramatic collapse in prices. Firstly, by the end of the
[980s it was cheaper for paper companies to import pulp from Scanadanavia and Canada than
to buy wood from farnmers, in part due to a reduction in impor tariffs. Secondly government
wood was still being sold at subsidised prices which distorted the market. For example, in
Uttar Pradesh the Forest Corporation was supplying eucalyptus to a paper mill at a price of
Rs 140 per tonne when the costs to the Corporation of raising the trees was around Rs 220
per fonne and the market price for eucalyptus was Rs 500-600., This created market
uncertainty and reduced the willingness of mills to purchase wood from farmers. Thirdly,
as more and more trees came onto the market the price dropped. [n Haryana farmers were
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being pald Rs 440-460 per tonne of eucalyptus in 1986, by 1988 the price had dropped to
Rs 330.

Village Woodlots

These were schemes to plant trees on community land for community. needs. The aim was
that the trees wounld be managed by villagers who would share the profits of selling the trees
on maturity. However, there was very little take up of the scheme.  Village institutions
seemed to have little interest or capability to take on the managemeni of the trees. They
seemed to feel that they could not deal with all the factions in the vitlage and preferred the
forest department to hire guards to protect the trees and manage the plantation but to share
the profits with the villagers. One of the main problems seemed to be the intense pressure
on the land. There is very little common land available and it was difficull 1o persuade
villagers that tree plantations (parbcularty of non-fodder species) was a good use for it and
hence it was difftcult to proteet the trees until they reached maturity.

The Social Security Scheme

This suffered from similar pressures to the woodlot scheme. The impetus for the scheme
came from the fact that trees on common land were not surviving as well as those on private
Iand, therefore this approach effectively privatised common land by giving the beneficiaries
a lease to to the land or to the trees that were growing on the land. Participants received a
monthly stipend for afforesting and protecting the land and an additional area to plant each
year., However due to the pressurc on common [and, participants in this scheme often faced
heavy oppositton Trom other members of the village and in soime cases this went as far as
cXcommunication.

Tree Parta Scheme

In this scheme poor families were given *usufruct’ rights (rights over the use of the (rees but
not the land} to trees on government owned wasteland or growing on roadsides. Three years
after it began in 1985 10 Indian states had leased approximately 100,000 ha of fand under
this schemes and over 500,000 people were said 10 be invglved. However by 1990 the
scheme had collapsed. There is no documentation on the benefits that the famities received
when the trees matured so it is not clear if this was a comtributory factor. There were
however significant problems with the conditions laid down by the state. The authorities
were worried thal the poor would misuse or take over the land so some states tatd down very
strict conditions on the trees which could be planted, how and when they were harvested and
lo whom the wood could be sold.  In some cases the families did not get a secure right to
the tree for two years. Such restrictions were a major laclors in the scheme’s demise.

Joint Forest Management

Ioint forest management began in 1991 and grants village associations rights to governnient.
land. In return for their labour 0 prolecling trees, villagers have the right to collect fuel,
fodder and other items from the forest and a share in the net profits afier the trees have been
harvested (ie after the forest department has deducted all the expenses that it has incurred in
the ptanting, marketing, harvesting ct¢). The community does not get any ownership or lease
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rights to the land.

By 1993, approximately 1.5 million hectares of degraded forest land was being managed by
village communities through 10,000 village protection committees in 10 stales. As yet, VEry
little has been harvested 50 1t is not clear how the profits will be shared but the communities
have benefitted in terms of non-timber forest produce. There is concem about the scheme
with soime observers feeling that the village communities actually have very fittle say in the
management of the forest, or that the protection of one part of the lorest simply shifts the
pressure 1o another site. However, in some cases ar least, Joint Forest Management has
given villagers better bargaining power in the management ofthe forest.

4.2.2 Corporate Schemes

As povernment wood supplies dwindled and public concern about plantations grew, a number
of pulp and paper mills began initiating farm forestry schemes.

Bhadrachalam Paperboards Lrd, Andra Pracesh

This company initiated a very innovalive scheme in which a (ripartite agreement was made
between the company, NABARD, the main public sector bank and the farmer to plant fast
growing species on his or her land for 12 years. The bank advances a loan to the farmer to
cover the cost of raising the plantations and also & "consumption’ loan to enable the farmer
to meet the household financial needs whilst the plantation is maturing. The mills undertake
to buy the wood on maturity and after paying back the loan with interest and deducting the
cost of the fertilisers and pesticides, they pay Ihe residual amount to the farmer. The farmer
ts under no obiigation to sell w the mill.

This scheme has some very interesling features which should make it attractive to farmers,
they are loaned the money to cover their costs and living expenses and they are under no
obligation 10 sell to the mill'which should enable them to get a good price for the wood, The
offer of the loan is significant as it makes the planting of trees viable to poorer farmers with
little or no capital who could not otherwise afford to wait for the returns from trees.

However the company has found several difficulties with the scheme. Many farmers sell the
wood on the market, mainly because they make more money this way. Hence despite the
mill's investmenl in the scheme it is not guaranteeing them an assured supply of wood.
Some farmers are selling their wood to contractors who then sell it on to the mill at an
increased price. It is not clear why the company did not stipulate that at least a proportion
of the wood should be sold to them. The company also says that it is difficult to predict
when the farmers will move back to agricultural crops which increases the insecurity of
supply. The company was aiming to increase the area under the scheme by 1,500 ha a year
but so far have achieved a maximum increase of 1,328 ha per year,

There seem to be three main reasons for the slower rate of increase, the first being that many
of the farmers in the area do not have a clear title to the land which disqualifies them from
gaining a bank loan. Secondly many of the local farmers prefer to stick to agricultural crops
and thirdly some state departments have introduced measures restricting the sale of
sucalyptus seedlings or the raising of eucalyptus plantations due to concern about the species.
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There are alternatives which can be pulped such as acacia and leucaena and farmers are qums
keen to plant leucacna since it also yields fodder.

Because of the above problems-the mill has been a strong advocate of plantations for industry
on govermment land. However despite the difficulties it has encountered it has managed to
increase its production significantly whilst running the scheme. Due to the problem of
farmers selling their woed in the open market, the mill is in the process of separating the
business of selling seedlings and offering fechnical assistance to farmers from the farm
forestry scheme. In the future the mill 18 planning 10 charge for the seedlings at the point
of sale itself so that this effort and money is not wasted f the farmer then sells the mature
trees ko another buyer.

Tiraghur Paper Mills, West Benghal

This mill started a scheme to encourage farmers to grow hardwood when the supply of wood

“from the forest departiment began to become scarce. In 1981 the mill received 48% of their
required wood from the forest department, but by 1985 the proportion had dropped to 28%,
The scheme was designed to be accessible 1o farmers even il they only had very small plots
of land. The company was prepared 10 enler inlo contracts with farmers with as little as 0.2
ha available for tree plantations so as long as they could pool 1ogether with other farmers to
form a block of 4 ha. About 10,000 agreements were signed with farmers under which the
mill was assured 23% of the wood at the time of harvest. If the famer wanted to sell the rest
of the wood to the mill they could but they also had the option of selling it elsewhere.

The company had also been given an area of wasteland by the state government for
plantations.  To reduce public protest the mill and the forest corporation formed a joint
venture called the West Banghal Pulpwood Development Corporation (WBPDC) to reforest
the land. The WBPDC also approached poor {armers who had recently been given titles to
very low quality land.in the area which could not support any agricelture to encourage them
to plant trees on this land. In total the WBPDC afforested 7,400ha of land two thirds on
farmers land and one third on wastcfand

At the prw:nl; time it 15 impussi.bie to-judge how well the scheme will work as the mill
closed as the wood was maturing.  From the small amount that was harvested before the mill
closed 1t seems that there are some problems to sort out. The WRPDC does not seem to
have been trusted by farmers who complained of a lack of tfansparency in the system. For
example, farmers were nol invelved in the harvesting and complained that they were not not
told the value of the wood and some of them had recetved sums which did not seem to
correlate wth the amount of wood that had been harvested. There was also some resentment
over the stiputation that they had to sell 25% of their wood to the m]il

The mill is due to reopen in 1495 and the new managment are 'r::f:mﬁ(lant that these problems
can be overcome and that more farmers can be involved. There is shill so much wood
standtng that it will meet a significant proportion of the mills needs when it re-opens.
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4.3 Costs and Benefits of Social Forestry Schemes in India
4.3.1 The Gavernment Social Forestry Programme
The Governient

The government invested a large amownt of effort and money in social forestry schemes with
mixed results. A vast number of trees were planted but the majority were commercial
species planted on private, often highly fertile land by richer farmers. Fewer trees were
planted on poor land or community land which would would have benefitted poorer farmers
and those without iand. Hence the programme had little impact o1 meeting the fuelwood and
fodder needs of the poor which was the original focus of the social forestry programme,
Most of the schemes which involved {ree planting on commaon land had very limited success.
One of the primary reasons for (his seemed to be the lack of support from vitlase institutions.
The success of tarm forestry resulted in significant areas bemng afforested and  some farmers
making a goad profit. Howewver, the dramatic coliapse in prices is tikely w make it difficult
to renew interest in trec planting. '

Farmers

Some farmers made a lot of mongy from farm Forestry but many got thelr fingers badly
burned when the prices collapsed making them unlikely to risk tree planting again. Tree
planting seems appropriate (or many arcas of marginal land in India but for farmers with
little capital, trees are a big risk and they require secure markets and financial support whilst
the tregs are maturing,.

Loval Communities

The social forestry programme nereased some cyral incomes significantly fotr a while.
However the programme was relatively unsuccessful in meeting the fuclwood and fodder
needs of the poorest in the community and attempts to plant trees on common land often
ended up dividing villages. Recent atfemps to improve participation in forest management
such as Joint Forest Management are encouraging.

Companics

Pulp and paper companies have lobbicd hard to be allowed caphive plantations on government
land and were not very intercsied in the soctal forestry programme, however, on the whole
companies seem to have done guite well out of the governument social forestry scheme as
farm forestry increased wood supply and contributed to falling wood prices. However, when
prices fell below those that were renumerative to farmers even cormpanies which had invested
in farm forestry schemes failed to support them. The collapse in prices is likely to make it
harder for companies to persuade farmers to plant trees to supply their mills in the future.

[ ]
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4.3.2 Corporate Socinl Forestry Schemes

Table 4.3a summarises the main costs and benefits 1o the key stakeholders in cnrparate'

forestry schomes.

Tubie 4. 30 Costs and Benefiss to the Different Stekeholdery in Corporate Forestry Schemex

Stakeholder Costs and Benefits

Industry The costs include major organisational effort w0 involve farmers,

' develop extension facilities and purchasing arrangements and keep up
with the woad market, Social-forestry schemes are a means- of
gnsuring a good supply of pulpwood, Owverall it may be cheaper than
company plantation schemes although they have less control over them,

Tr
B

TETS : May give farmers kigher returns than alternative crops and will requice
less Jabour. Require renumerative prices on 4 par with market wood
prives wnd are unlikety o be invelved unless the returns from wood are
higher than from alternative crops. Poarer farmer will require
financial support whilst the trees are maturing.

Governtnent Land is afforasted and rural incomes are supported with no investment
|| required trom the government, Company demands for plantations are
highly contentioug so givernment is suppottive of social forestey
schemes,

Forest Bureaucracy | To some extent fieel that these Inltiatives marginatise them and their
afforvestation schemes so are not particularly supportive,

Banks Interested in louning money tor plantations and would prefer to loan to
large companies than individual farioers. I they do extend cradit w
farmers they would prefer to do it thoregh the duﬁ[)!LEH a larpe
intermediary. such as & company.

Companies

As in other countrics, companics lave to invest considerable effort and money in social
forestry schemes. In the case of Bhadrachalam this has not resulted in a secure supply of
wood with Farmers sefling wood to other buyers rather than the mill. [t 15 not clear why the
mill did not stipulate that the farmers had to séll a certain proportion of their wood to them,
it may be that the farmers would not be interested 1f ths was the case or maybe the mi]]
thought that there would not be much competition for the wood. In the event the mill has
seemed unable to match the market price and felt that their invesiment had been [:rar‘cljgfr
wasted. In the case of Titaghur the new managzement seam keen 0 keep the scheme g_ﬂmg
and to iron out any problems,

Farmers

One of the biggest problems for farmers in India involved in tree growing seems to be the
lack of a secure market. With government wood supphes distorting the marker and volatile
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prices, farm forestry seems to be quite risky. On the other hand from the analysis of the two
corporate schemes farmers seem very resentful of any stipulations on who they can sell their
wood to preferring to sell to the highest bidder. For poor farmers to be involved in trea
growing requires credit whilst the trees are maturing and hence the Bhadrachalam scheme
is attractive. However, whether or not a farmer is interested depends on the other OpHOns
available to him or her and the returns from agricultural ¢crops and many farmers seemed to
have preferred to stick to the lalter. Farmers also need to be able to trust the mill before
they invest in tree planting and this trust seems to have been missing in the above examples.

4.4  The Future of Sacial Forestry Schemes in India

Land use, and forest use in particuiar, is contentious in India. There is currently significant
pressure from companies for the government to allow captive plantations for industrial use
on government owned land. This 15 being heavily resisted by environmentalists and pro-
tribal groups who see Joint Forest Management and social forestry as inore desirable options,
The experience of the last twenty years has demonstrated that a large number of farmers
throughout India are interested in planting trees on their land, despite the delay in retums.

However, it is also clear that there have been major problems in implementing sociai forestry
schemes on conmunon Jand and in sustaining farm forestry schemes. The most successfut
scheme has been farm forestry where the majority of species planted were commercial
species on private land , often by richer farmers on better quality land. To meet the
fuelwood and fodder needs of the poor who often are not landowners and to involve poorer
farmers requires schemes which encourage tree planting on less fertite private land and
common land,

However, planting on common land involves coming to agrecment with groups of people
which 1§ much more ditficult and tme consuming than coming 10 an agreement with an
individual. None of the schemes reviewed above seem to have been able to involve village
institutions tn ways which would sustain tree planting on commen land. There are a number
of 1ssues which make this difficult, there is Hitle commoen land and massive pressure on that
which does exist, land rights are often not secure so decrcasing the Tikelilood of people
planting anything which has delayed returns and the forest bureaucracy can be cumbersome
and corrup.

Under Indian law, all trees are owned by the state and cannot be harvested or transporied
wilhout permission. Receiving the required permits is a time consuming and often costly
process which seriously decreases interest in tree growing. Some states are trying o improve
this process but this will take ime. Another fundamental problem seems to have been the
lack of transparency to farmers and local communities as to what their rights and obligatiens
are under the various schemes. Unless this is sorted out few schemes are likely to survive
beyond the first harvest.

The other major problem is the volalile market for wood and it would seem that some
compromise 18 required that would guarantee the mills a proportion ef the wood and
farmers a decent price. This would give farmers some security although maybe not the
highest price and the mills would have assurances of gelling some of the wood from the
scheme that they have invested in.
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3 CONCLUSIONS

This analysis of the social forestry schemes for pulpwood supply demonstrates that the
sucecess of such schemes from both the point of view of companies and farmers has been
-mixed. In many-cases tree planting by farmers to supply the pulp and paper tndustry can
bring benefits to both partics and is an appropriate way of using land and supplying fibre.
However certain conditions are required for benefits to be generated for all parties.

The main parties involved, companies, govemments/donors and farmers have very different
motivations for participation in social forestry schemes. Only if all their objectives are met
to some extent will the scheme be sustained.

Companies usually enter into social forestry scheme either to supplement a decreasing supply
source as in the case of Titaghur or for cost reasons. All the companies discussed in this
study only procured a small proportion of their pulpwood from social forestry schemes,
usually in the region of 10-20%. There are significant costs involved in organising the
schemes, providing technical support and so on but il seems that in most cases these are more
than compensated by .the savings that the companies make in terms of plantalion
establishment and maintenance. In Brazil, these savings were in the order of 30% of total
operational costs per tree. The major concern from (he companies perspective is predicting
the amount of wood that they will receive trom the schemes, Some compantes stipulate that
a certain proportion of the wood has o be sold to them, others do not and run the risk that
farmers will sell to higher bidders. : :

An additional reason for companies mvesting in social forestry schemes is to try to improve
the company tmage and reduce risk both in the local area and on the world market by
projecting a ‘green’ and socially responsible image, In the case of PICOP where
refationships between the company and local people were very bad, improving relations and
‘order’ in the area seemed to be one of the prime. motivations for mtmducmg the social
forestry scheme,

Social forestry schemes have been enthusiastically supported by some gnvermmenss and

donars such as the World Bank who see social forestry as a way-of afforesting land, helping -

to meet the wood needs of the poor, supporting rural incomes and providing wood for
industry without increasing the pressure on natural forests or establishing large scale
piantations. However in some cases al least, many of the social benefits hoped lor are not
delivered. '

Tn India, where the primary aim of the social forestry programme was to meet the fuelwood
and fodder needs of the poor, 80-90% of thetrees planted were non-fodder species on private
land. The main reason that most people planted trecs was to generate income not for
fuelwood or fodder nor for environmental reasons. Often the poorest people are those
without land and hence they can only be mvolved in social forestry schemes which are based
on common land.

It 1s much more difficult 1o come to agreements with groups of people than it Is with
individuals on the other hand groups of people have mare bagaining power. Henge it 13 not

surprising that, with the exception of the PICOP planiation development scheme, all
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comorate schemes foous on farmers planting weees on private land. Because tress will not
generate returns for at least seven years, only relatively well off farmers can afford to do this

- uniless financial support is supplied until the trees mature, Hence many of the corporate farm

forestry schemes operate in ¢onjunction with development banks which supply loans. Even
s0, most banks require farmers to have a legal title to the land before they will offer them
credit which disqualities the poorest people in many cases.

Whether or not farmers are inlerested in planting trees depends on a wvariety of facters,
including the type of fand they have access to, the opportunity cost of growing other crops,
the availability of other income generating apportunities, fand tenure arrangements and
availability of credit.

There are several features which are essential if farmers are going to plant trees on their
Jand:

. security of lfand tenure, although not necessarily a title

* access to credit, credit schemes adapted to the situation In rural areas {g.g. collateral
not based on land title) whilst trees mature

* higher returns than other cash crops
¢ secure markets for the woodd

Without secarity of tenure few people will plant a crop for which the returns are delayed for
years. Without access {o credit whilst the trees ave maturing, poorer larmers cannot afford
to plant trees, Unless the returns are higher than for crops which have more immediate
returns, farmers are unlikely to plant trees except on the poorest land where agricultural
crops will not grow. Without secure markets for the wood farmers will be unwilting 10 risk
planting trees.

The three most contentious aspects of social forestry schemes for hibre supply appear to be:
v how much chnice farmers have over the species they plant

L what rphts they have over the trees, such as when they are harvested and t whom
they can be sofd

. the price that the mill pays for the irees

Recenciling those priorities can be extremely difficult and has fed 10 tension and problems
in many of the exisiting schemes. It seems that a compromise needs to be reached where
mills are puaranteed a & proportion of the weoed but pay a reasonable price for it. In this
way mills can at least predict the minimum amounts that they will receive and farmers have
a guaranteed market for at least some of their wood even though it may be below market
price in a good year. However reaching this type of agreement is unlikely to be easy and
1L 18 essential that both sides are adequately represented. Collective bargaining is essential
for farmers to negotitate effectively with powerful companies. In cases where farmers have
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few options available to them and arc not well organised it is much easier for them to be
exploitcd. An obvigus example of this is the PECOP plantation development contracts where
people with no land rights are effectively paid to leave the area. The Swedish Forest Owners
Association described at the beginning ol the report i1s a good example of how strong
collective bargaining can benefit smaltl producers.

Social forestry schemes definitcly have a role in fibre supply to the paper industry and can
be mutually beneficial o the parties involved, The main social benefits will be increased
income generation by private landowners who may or may not be amongst the poorer section
of society. For social foresiry schemes to be sustainable it is important that all stakeholders
are involved in their design and understand fully and agree to the terms and conditions. This
15 not easy but unless it is done schemes are more likely to founder, as some of the above
examples have shown, Social forestry schemes will be most appropriate and effective if they
meet local peoples needs and priorities.  Social forestry schemes should be tailored to the
particular area. Klabn in Braz! stand oul as an example of social forestry programmes
which have a range of schemes tatlored to the different circumstances of various groups of
local people

From a policy pefSpe»:tive, where social forestry is a viable option'it should be favoureﬂ as
a means of supplying fibre since it supports rural dwellers whilst providing iibre.

Possible improvement to social forestry schemes which deserve further investigation are;

. Planting different species and harvesting at different times so that there are always
soime trees on farmers tand. [n other words, what are the tmpacts of diversification
of produchion processes '

L Taungya schemes, where trees are planted lurther apart and farmer grow crops
. between them,.as is being done in some of the PICOP schemes and tried out in Brazi

. Ways of supporting local produccrs organisations to strengthen their bargaining
position :

Further research is required on the technical constraints to pulping different species. 1f mills
were happy to accept a greater range of species than they do at the moment (most tree
planting schemes concentrate on eucalyptus) this could increase the benefits that the farmers
gain from tree planting and reduce some of the necd for a secure market since the trees
would have more than-one use, Having a mixture of ages and species on the a farmers plot
woud also decrease the risks associated with tree planting, It would be interesting to
compare this with agricaltural plantations e.g. coffee, rubber.

- Similarly taungya schemes reduce the risk to farmers since they are growing crops between
the trees. [t has been reported that Aracruz in Brazil is testing out a taungya scheme on its
plantations since such schemes could possibly bring benefits to companies as well. Trees
grown further apart have bigger diameters which means that they could be sold for timber
as well as pulp s0 ingcreasing the options available to the company.  Although fewer trees
¢ould be planted in the same arca some of the loss in income could be compensated for by
savings in maintenance since this would be left to the farmer. Taungya scheme on company
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land could provide a means for landless people o plant crops.

To sum up, farm forestry schemes for fibre supply are likely to continue since they can bring
benefits to both companies and farmers. However, such schemes are unlikely 10 account for
more than a small proportion of the total supply since farmers often grow trees on marginal
or degraded land and companies are always going to want (0 have a significant proportion
of their supply totally under their own controi.
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