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Thank you, Mr. Moderator.

Senator, the Honourable Compañera Pia S. Cayetano,

Distinguished Guests, 

Ladies and gentlemen,
The timber trade has been under attack in recent years from many quarters because of the alleged link between it and the loss and degradation of forests, particularly tropical forests. 
Does logging really destroy forests? Yes. Done poorly, logging can certainly damage forests to such an extent that we lose vital ecosystem services, like soil stabilisation and the production of clean water; these I know are particularly important here in the Philippines, with your steep, erodable mountains. So should logging be banned?
In a country like the Philippines, where the devastating effects of excessive deforestation can be seen so clearly, it is tempting to answer an immediate ‘yes’ to this question as well. But let me put it this way: logging should not be allowed in any forest where it cannot be done sustainably – unless you want to convert the forest to another land-use and are legally entitled to do so. 
What do I mean by ‘sustainably’? ITTO defines sustainable forest management (SFM) as a process of ensuring a continuous flow of products (such as timber) and services without an undue reduction of the forest’s inherent values and future productivity and without undesirable effects on the physical and social environments. Indeed, most of the logging carried out in this country in the 60s and 70s was unsustainable and should not have been allowed to proceed in the way that it did. To a large extent the poor image of the timber industry is of its own making; we must admit that many companies, including here in the Philippines, have been reckless in their treatment not only of forests but of the communities that have had a stake in those forests. And government policies and actions have often contributed to the sector’s poor performance.
Removing even more of the lustre of the timber industry nowadays is the phenomenon of illegal logging which, if you believe the world’s media, is increasingly rampant. It might not be quite the epidemic that we are told, but a recent study by the American Forest and Paper Association (AFPA) estimates that as much as 10% of the world’s timber might be produced illegally. 
But the case against logging is not as cut-and-dried as it might seem from my opening remarks. As far as I’m aware, few people are calling for logging bans in the natural forests of Canada, Sweden or the United States, three of the world’s largest tree-cutters. Not all logging is bad: far from it, logging can be good. Hundreds of millions of cubic metres of timber are harvested each year throughout the world under management regimes that cause no discernable long-term damage to ecosystems and bring great benefits to communities and nations. The World Bank estimates that the production of wood and manufactured forest products contributes US$450 billion a year to the world market economy, with the International Labour Organization estimating global forest-based employment at 47 million, of which developing countries accounted for 32 million (60%). The numbers associated with the international trade are equally impressive: the global value of primary forest product exports (industrial roundwood, chisp/particles/woodfuel, sawnwood, panels, pulp and paper) grew from US$135 billion in 1996 to US$150 billion in 2003, with pulp and paper accounting for 60%. Global trade in secondary processed wood products, to which the Philippines is a notable contributor, has grown more rapidly, rising over 70% from about US$32 billion in 1996 to almost US$55 billion in 2003. This is not peanuts.
I hope we can all agree, then, that logging is acceptable and beneficial if we can ensure that it is carried out on a sustainable basis, and, conversely, that it should be phased out where unsustainable. Certainly this is the view within some markets, particularly Europe but increasingly elsewhere as well. 
I hope we can also agree that where land resources are scarce and poverty is widespread, forests will be under increased threat wherever they are not remunerative. Many national parks in the tropics are under threat from illegal logging for precisely this reason. I believe, and ITTO believes, that forests will best be conserved where communities and nations benefit from their use: this belief is embodied in our definition of sustainable forest management to which I alluded previously.  Yes, it is important to have an adequate network of totally protected forests – forests in which logging is banned; but it is equally important that forests outside such protected areas produce tangible economic and social benefits for stakeholders – including local people, downstream users and the nation as a whole. 
So the key question is: how do we promote and reach this elusive goal of SFM?

First and foremost, we must recognise that SFM is not free – it costs money to train people, to manage the participatory processes that must be followed wherever there are multiple stakeholders, to develop management plans, and to reduce harvest volumes to sustainable levels. 
So we have to find ways to finance and remunerate SFM. This is critical in the natural tropical forests of developing countries, because the task of introducing SFM is particularly difficult in such forests.

Why do I say this? Because natural tropical forests are generally not competitive in the supply of marketable products. In particular, natural tropical forests are not efficient producers of timber or of income from timber, because:
· They offer a low yield/ha/year compared to plantations;

· They are heterogeneous, in contrast to many forests in the temperate zone, while plantations can be established with the best available and relatively uniform genetic stock; and because

· Many other forests for timber production are supported by subsidies worth several billion dollars annually.

What do natural tropical forests do well? In particular, they offer unparalleled services in conserving biodiversity and protecting watersheds. They are also important to rural communities by supplying goods with which they can supplement their livelihoods. The trouble is, biodiversity is not remunerated by the markets: most often biodiversity becomes a cost – because of the extra management required to maintain it – rather than a cashable asset. Water is still viewed in many places as something that doesn’t need to be paid for. And many local people have little power over the management of forest resources.
Compounding the problem is the fact that forest conversion to other land-uses such as rubberwood and oil palm plantations as well as annual agricultural crops, including palm oil, soybeans and cotton, is much more profitable than sustainable forest management. This, I believe, is the single most important root cause of deforestation in the world. Many people here will have heard recent reports about an increase in deforestation in the Brazilian Amazon, a large part of which is being attributed to the spread of soybean cultivation.
A series of previous discussions on financing sustainable forest management appears to have created a consensus that a key factor for the insufficient allocation of resources to sustainable tropical forest management is the low priority given to the forest sector by governments. This, in turn, is believed to be the result of a failure to make a convincing case for the socio-economic importance of the forest sector and its potential role in sustainable development.

However, I believe that this failure is attributable not to any lack of awareness and understanding of the importance of a sustainable forest sector but to the reality of having to confront other more immediate challenges. No one should think that funding for SFM will be accorded high priority in a developing country where a large share of the national budget is allocated mandatorily to meet pressing social needs and to servicing debt, and, indeed, where other land-uses are demonstrably easier to finance and produce rapid financial returns.
Nevertheless, tropical countries know that they will need to bear some of the costs of forest conservation and SFM, as now occurs in developed countries. Already, we see governments in many tropical countries putting funds towards the management and conservation of totally protected areas. One of the most important ways to increase the financing of SFM, then, is to assist these countries to develop. As their economies grow and their poor find employment, both governments and people will eventually be able to take more interest in and pay for forest conservation and sustainable forest management. 
The formation of a ‘global forest fund’ has also been suggested. I point out that we already have such a fund, at least for tropical forests, in the form of the ITTO Bali Partnership Fund, which was established with the express purpose of assisting producer countries to achieve SFM. However, the money contributed to this fund has not yet been at a scale that would enable it to have a major impact towards achieving this objective. Establishing new funds is fine, but they will not be useful unless substantial contributions are made to them, and effective mechanisms are in place for deploying the money.

Another option is to make direct payments for the global services provided by forests, which could be managed for a range of products and services. Should the payments be high enough, perhaps it would even be feasible to ban logging and manage the forests exclusively for services such as biodiversity conservation and water supply.

But who would make such payments, and why? At present, payments for global public goods and services from the tropical forests depend mainly on foreign aid, which tends to be rather arbitrary, variable and increasingly insufficient. We are therefore yet to see payments for forest services at anywhere near the scale needed to guarantee the protection of large areas of tropical forests; I suspect we will be waiting quite a while longer before we do.
In the light of all this, is SFM a realizable dream? I have spoken so far of some of the challenges, and they seem daunting. Nevertheless, my answer to this is ‘yes’, because we have seen it in action.
Mr. Chairman, ITTO has funded two important SFM projects here in the Philippines; I believe we will hear about those later today. Rather than pre-empt those presentations, please allow me now to spend a few moments discussing another successful example of SFM, which has been facilitated by an ITTO project in Acre in the Brazilian Amazon. Under this project, a state forest of 66,168 hectares has been established and a forest management plan for sustainable, multiple use has been prepared and is now in the early stages of implementation. 
The project warrants particular attention for three outstanding achievements. First, it has resolved longstanding land ownership and tenure problems, granting legal rights to the forest’s inhabitants – 106 rubber-tapping families – to participate in the management of the forest and to benefit from its use.

Second, it has facilitated the organization of these families into associations and provided them with economic assistance to improve their production of and trade in non-wood products, including rubber, Brazil nut and oils such as copaiba oil.

And third, it has established a system of sustainable commercial timber production – the first ever in a publicly owned forest in the Brazilian Amazon – in which a large share of the timber stumpage revenue is paid to the rubber-tapping families.

The local people who live and work in the Antimari forest are deriving several other benefits from the project, including significantly improved education, health and communication. The remuneration package negotiated with the rubber-tappers also includes a new house for each participating family.

But this is not all. The Government of Acre has used the results of this project in the formulation of the state’s forest-based development policies and plans, the implementation of which is now being partially financed with a US$100 million loan provided by the Interamerican Development Bank.

Developed member countries of ITTO often stress that they would like to see ITTO focusing more on policy dialogue and development, while developing members call for more project funding. The Antimari project shows that both are essential and, in fact, are mutually supportive. The project was designed to demonstrate and implement ITTO’s sustainable management policies; its success, in turn, has encouraged and catalyzed more policies and plans to promote forest-based development in the entire state, with the local populations – many of whom are very poor and have little or no access to basic services – as the core beneficiaries.

The 4th Session of the United Nations Forum on Forests, held in Geneva in May 2004, made a resolution stressing that the lack of recognition of the role of SFM in poverty reduction processes was an obstacle that limited the ability to attract additional official development assistance for sustainable forest management. UNFF delegates called for greater recognition of the contribution that sustainable forest management makes to poverty alleviation, food supply, water, energy and sustainable consumption, stressing that the social objectives of sustainable forest management merit a high priority in allocation of resources.

Now, one could ask us why we are so positive about the potential of SFM in alleviating poverty when I have been making a case today for the low profitability of sustainable forest management in natural tropical forests. Well, let me tell you why the Antimari project is working and why we should continue our efforts to promote SFM and sustainable trade:

First, government policies were enacted in Acre to prioritize forest-based development and forest conservation. So an adequate policy framework was put in place.
Second, both the government and civil society mobilized forces to curb unsustainable timber production, including by reducing illegal deforestation and illegal logging, thus creating a strong, healthy demand for sustainably produced timber. 
And last, but not least, the project received strong and persistent international support from ITTO and the project donors, Japan and Switzerland.

Having said all this, the situation in the Antimari forest is still far from perfect. Like most other natural tropical forests, Antimari is not very competitive at producing timber because of its heterogeneity and low growth rates. To make the Antimari project feasible, the government received nothing from the proceedings of the first tranche of timber sales, which were allocated entirely to rubber-tapping families. And these families also have to be satisfied with limited payments, as only a few species have a market justifying harvesting.

Thus, in the long term, the remuneration from tropical timber must be complemented with payments for forest ecological services. This point is made in one of ITTO’s publications, ‘For services rendered’, which is based on a report presented to the International Tropical Timber Council by Dr Andy White (Forest Trends) in November 2003; a few copies are available outside this hall.

According to the report, the contribution of trade in forest ecological services to the revenues received by the owners of natural tropical forests is still very small. However, the incremental impacts of markets for forest ecosystem services, particularly biodiversity conservation, can be substantial, if not decisive, for the future of wood supply from natural tropical forests.

Mr. Chairman, I trust that by now you understand why I have taken some of your time today to acquaint you with the Antimari forest management project. I wish to make it clear that the objective of the Antimari project – and of many other ITTO projects – is poverty alleviation through sustainable forest management and the trade in forest products. This is a core priority of ITTO, which has allocated a large share of its financial resources to fund forest management and sustainable production on the ground, involving and benefiting poor, local populations. It should also be clear by now that a blanket ban on logging would be counter-productive to forest conservation; in many cases, we might expect it simply to encourage illegal logging and, ultimately, continued deforestation. In my view the best option is to encourage those communities and companies that are attempting to put SFM into practice; they need all the help they can get, including international financial support from institutions like ITTO, FAO, bilateral aid and NGOs. Such support won’t just fall in our laps, though; it will take a coordinated effort across civil society, the private sector and government and a sustained demonstration of commitment to the principles and practice of SFM. For the countries that take this route, logging will be a blessing.
Now, Mr. Chairman, before I rest my case, I would like Forum participants to take a look at the chart that has been distributed showing industrial roundwood production in selected countries. The seven developed countries in the chart (including Russia but not China) produce close to 1 billion m3 of industrial roundwood a year (almost 60% of global production) while simultaneously satisfying a majority of their populations that their logging is, on the whole, sustainable. In all of these countries, timber and forest products have been key pillars of sustainable economic development, and in none have there been widespread calls for comprehensive logging bans, because decision-makers and society as a whole can readily see the benefits of a strong forestry sector. The elusive goal of the timber sector in the Philippines and many other tropical countries is to similarly convince a majority of their populations, decision-makers and markets that they are contributing to sustainable development. It will best do this by pursuing SFM with great vigour. If, and only if, such a pursuit is successful, will calls for logging bans become a thing of the past.
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