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hat does it take to involve the
private sector effectively in
forest plantation development?

Governments and their respective forestry
agenciesareincreasingly asking thisques-
tion. Although the potential role of forest
plantations in the sustainable supply of
wood, non-wood forest products and envi-
ronmental services has been recognized
widely, thepolicy instrumentsthat success-
fully encourage investmentsin plantations
are not yet well understood.

Historically, public-sector agencies
have dominated forest plantation devel-
opment. This pattern has changed in
many countries over the past 10 to 20
yearsfor threemainreasons. First, devo-
lution of forest management has led to
greater involvement of communitiesand
theprivate sector inforest management.
Second, the performance (financially
and biologically) of public-sector plan-
tations—with few exceptions—hasbeen
disappointing. Third, shrinking govern-
ment budgets make it impossible for
most forest departments to devote as
many resources to forest plantations as
they hadinthepast. Hence, governments

TABLE 1. Topten countriesin forest
plantation ar ea, 2000

Country Forest % of world
plantation area total
(‘000 ha)
China 45 083 24
India 32578 17
Russian Federation 17 340 9
United States 16 238 9
Japan 10 682 6
Indonesia 9871 5
Brazil 4982 3
Thailand 4920 3
Ukraine 4425 2
Islamic Republic of Iran 2 284 1

Source: FAO, 2001.

areincreasingly seekingtheinvolvement
of communitiesand the private sector in
plantation development, and areusing a
variety of direct and indirect incentives
to stimul ate tree growing.
Thisarticlesummarizesthe main find-
ingsof astudy commissioned by theAsia-
Pacific Forestry Commission (APFC) to
assess the impact of incentiveson forest
plantation devel opment. It wasbased pre-
dominantly on country case studies pre-
pared in 2002.* Although Asia and the
Pacificleadstheworldinplantationarea
(Tablel), thisisthefirst comprehensive
study of thiskindintheregion. Thestudy
focused on policy instruments and
mechanismsdirected at achieving finan-
cial goals(i.e. returnstoinvestors), while
recognizing that forest plantations can
also be established to meet society’ sen-
vironmental objectives. The discussion
here covers Australia, China, India, In-
donesia, Malaysia (Sabah), New Zea-
land, the Philippines and Thailand, as
well as the United States. The article
concludes with some recommendations
for enhancing the involvement of the
privatesector in plantation devel opment.

INVESTING IN FOREST
PLANTATIONS

Several characteristics of plantation in-
vestmentsstrongly influenceinvestors' de-
cision-making relative to aternative in-
vestment options. Themost obviousisthe
long-term nature of tree growing. A very
high proportion of expenditures occurs
early on, and most of the revenues come

1 Theauthorsacknowledgethe contributions of
thecasestudy authors: C. Catton, A. Gerrand,

A. Jodlineand R. Miller (Australia); Jintao Xu,
NuyunLiandYiying Cao (China); S.K. Pande
and D. Pandey (India); P. Guizol and

A.L.P. Aruan(Indonesia); ChanHing Honand
ChiangWei Chia(Sabah, Maaysia); D. Rhodes
andJ. Novis(New Zealand); R.T. Acosta(the
Philippines); Mahannop Narong (Thailand); and
Daowei Zhang (United States).




only at the end of a rotation. This long
gestation period addsgreatly totheuncer-
tainty and risk of plantation investments.
Investors often experience difficultiesin
withdrawing from the investment before
the trees are of harvestable age. In addi-
tion, there are inevitable uncertainties
about futurepricesof productsandinputs,
and especially about the prices and mar-
ketability of the final plantation harvest.

Becauseof progressiveincometax sys-
tems (in which tax rates escalate with
increased income) and thelarge but peri-
odicreturnsfromasingletreeplantation,
individual investors can be hit with the
highest marginal taxationrateintheyear
of harvest unless tax relief is provided.
The minimum commercially viable in-
vestment in a plantation isalso likely to
be large relative to an investment in ag-
riculture on the same land.

These drawbacks give ample cause for
investors to shy away from the planta-
tion sector, despite the apparent advan-
tages of investing in plantations such as
potential profits, diversification of invest-
ment portfolios and ensuring long-term
suppliesfor downstreamindustries. Thus,
there remain regular calls for assistance
in the form of incentives.

TABLE 2. Typesof incentives

THE CONCEPT OF INCENTIVES
There is no single agreed definition for
incentives (Meijerink, 1997), whichisa
source of much confusion. Many people
equateincentiveswith subsidies, and the
use of the latter value-laden term then
clouds subsequent discussions. In the
regional study described in this article,
incentiveswere defined as* payments or
services that increase the comparative
advantage of forest plantations and thus
stimulate investments in plantation es-
tablishment and management”. They in-
cludeawiderange of interventionsfrom
free seedlings to the provision of politi-
cal and macro-economic stability (Ta-
ble 2). Under this definition, incentives
include any meansthat provides encour-
agement to “do business” (i.e. establish
plantations). Incentives are thus much
broader in concept than subsidies, which
more directly reduce the costs or raise
the returns of an activity.

Incentives include research and exten-
sion, which are important elements in
supporting forest plantation develop-
ment, and sectoral and macro-economic
policies which, as argued below, create
much of the general investment climate
and heavily influence the economic be-

haviour of individualsand corporations.
Asthisarticle elaborates, there has been
agradual evolution in the way that gov-
ernmentshave provided encouragement,
with increasing recognition that provi-
sion of enabling incentives or an
overarching*climateof enterprise” isthe
most effective (and economically effi-
cient) incentive in the long term.

JUSTIFICATION FOR PROVIDING
INCENTIVES
What is the rationale for providing in-
centives to potential investors in forest
plantation development? Why should
taxpayersbeinterested in supporting the
economic activities of others? After all,
if potential investorsaredissatisfiedwith
thelow returnsfrom plantations, why not
just leave them to invest in more profit-
able land uses or alternative ventures?
Meijerink (1997) arguesthat incentives
should only be applied for public goods.
Where plantations provide environmen-
tal services such as soil or watershed
protection, prevention of land degrada-
tion or carbon sequestration, incentives
are appropriate because private net re-
turns are often lower than overall social
returns.

Direct incentives

Indirect incentives

Variable incentives

Enabling incentives

Sectoral

Macro-economic

Seedlings

Specific provision of local
infrastructure to support plantations

Grants

Tax concessions
Differential fees
Subsidized loans

Cost-sharing arrangements

Input and output prices

Trade restrictions (e.g. tariffs)

Exchange rates

Interest rate policies

Fiscal and monetary measures

(e.g. income taxes)

Land tenure and resource security
Socio-economic conditions
Accessibility and availability of basic
infrastructure (ports, roads,
electricity, etc.)

Producer support services

Market development

Credit facilities

Political and macro-economic stability
National security

Research and extension
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Australia—acountry
where plantation
development is often
considered to be
successful —has low
rural population
pressure and available
land for growing trees
(pine plantations,
Queensland)

Other important justifications for pro-
viding incentives may include the goals
of generating employment (particularly
inlessdevelopedrural areas), jump-start-
ing forest industries in countries with
competitiveadvantages(e.g. better grow-
ing conditions) such as Indonesia and
Chile(Williams, 2001), ensuringreliable
suppliesof strategictimber resources, and
aleviating rural poverty.

Incentives may be particularly justi-
fied to increase the pace of plantation
development whereadevel opingindus-
try requires a minimum supply of raw
material (Scherr and Current, 1999). A
rapidincreaseinscaleisespecially criti-
cal incommodity industriessuchaspulp
and paper, whereeconomiesof scaleare
essential for competitive operation
(Clapp, 1995).

Incentivesare not needed when the pri-
vatereturnsfrom plantation management
exceed thosefrom other land uses (Haltia
andKeipi, 1997; Williams, 2001). Inthis
case, incentivesrepresent amisallocation
of public-sector resources, merely ena-
bling investors to earn higher returns.

PLANTATION DEVELOPMENT IN
THE STUDY COUNTRIES

The impact of incentives on plantation
development differs from country to
country, even where situations seem
similar. The study countries in which
plantation development is often consid-
eredtobesuccessful (e.g. Australia, New
Zealand and the United States) are eco-
nomically devel oped countrieswherethe

Unasylva 212, Vol. 54, 2003

overall importance of agricultural pro-
duction in the economy has declined,
agricultural intensitiesand productivity
are high, population pressures are low
and most people reside in urban areas.
As a result more land, especially in
marginal agricultural areas, isavailable
for growing trees.

In al the study countries, forested ar-
eashavebeen, andinsomecountries(e.g.
Indonesiaand Malaysia) still are, viewed
as a considerable land reserve for agri-
culture and industrial development. In
the past, forest conversion rates were
high in all countries while populations
expanded and for aslong as agriculture
contributed considerably to national de-
velopment. At the same time, forests
wereviewed, explicitly or implicitly, as
standing capital to be liquidated to fuel
economicdevelopment. Aslongasnatu-
ral forests were extensive, there was no
apparent reason to plant trees. In fact,
forestswere—andin somecountriesstill
are—viewed asbarriersto devel opment,
their environmental and other values
going largely unrecognized.

Over recent decades, this view has
slowly changed. The widening gap be-
tween demand and domestic supply (the
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fear of atimber famine) stimulated sig-
nificant activitiesin the plantation sector
inAustralia, New Zealand and theUnited
States as early as the 1920s. In many of
thestudy countriestheplantation areahas
grown considerably, andtherehasbeena
pronounced shift from public- to private-
sector involvement. Does this mean that
theconditionsfor plantation devel opment
have become more encouraging —or that
governmentshavebegun offeringamore
appealing mix of incentives to turn an
inherently risky investment into alucra-
tive venture?

USE OF INCENTIVESIN ASIA AND
THE PACIFIC
A variety of incentives have been used
throughout the Asia and the Pacific re-
gion. Comparisons among the study
countries are necessarily broad, since
even schemes that are generically simi-
lar differ in detail. However, a broad
evolutionary hierarchy can be perceived
in the types of incentives offered at dif-
ferent stages of plantation development.
Inall thecountriescovered by thestudy
(except the United States), forest plan-
tation development onasignificant scale
was initiated by the State, which sup-




TABLE 3. Plantation development and incentivesin thestudy countries(r epor ted examples)

Country State Low-cost Land  Nursery Survival Grants to Concessionary Tax Joint venture Research and Resource Focus on
planting seedlings grants subsidies incentives growers loans concessions arrangements  extension security  enabling
incentives
and removal
of structural
constraints
Australia X X X X X X High
China X X X X Medium
India X X X X X X X X Low
Indonesia X X X X Low
Malaysia X X X Medium
New Zealand X X X X X X X X High
Philippines X X X X Low
Thailand X X Low
United States X X X X X X High

portstheargument that aninitial critical
mass is necessary to ensure private-
sector involvement in plantation devel-
opment. Once private-sector involve-
ment is sought more directly, the use of
incentivesappearsto progressgradually
from provision of free inputs, to grants
and loans, to tax concessions, to joint
venture arrangements and finally to a
focus on creating an enabling environ-
ment and removing structural impedi-
ments (Table 3).

Early government effortsto engagethe
privatesector intreeplanting havetended
to focus on the provision of physical in-
centives. In New Zealand and the United
States, one of the earliest incentiveswas
land grants, which encouraged settlement
and, under certain conditions, tree plant-
ing. More recently, China has provided
significantland allocationstofarmersfor
tree growing. The provision of free-of-
charge seedlings and fertilizer have also
been common physical incentives. Such
free inputs are appealing because they
arestraightforward and lessintimidating
— especialy to small-scale investors —
than more bureaucratic incentives such
asgrantsand subsi dized|oans, whichmay
require complicated forms and paper-

work. However, free physical inputs of -
ten do not stimulate planting as effec-
tively ascash grants, because most grants
are financially more attractive and pro-
vide more flexibility than often-bulky
physical inputs.

Cash grants and concessionary loans
have proved popular at varioustimesin
most of the study countries. These in-
struments have engendered significant
planting in China, whilein Thailand the
effectiveness of grants was mixed,
mainly becausethey werenot sufficiently
attractive. Inanumber of thestudy coun-
tries, these more direct financial incen-
tiveshavebeenfollowed by amorecom-
plex approach, namely the offering of
tax concessions for plantations. Tax
breaks — which have been notably suc-
cessful in Australia, New Zealand and
the United States — can be especially
effective in helping to bridge the long
gap betweentheinitial plantationinvest-
ment and |ater harvest revenues.

More recently, several countries that
earlier focused mainly on physical incen-
tiveshave shifted to an emphasison ena-
blingincentives, i.e. removing structural
constraints and creating an attractive
environment for plantation investment.

DIRECT INCENTIVES - WHAT CAN
THEY ACHIEVE?

Assessing theimpact of directincentives
in isolation from indirect and enabling
incentives is very difficult, and the re-
sults can be misleading. In an environ-
ment characterized by strong disincen-
tives (e.g. complex requirements for
obtaining permitsfor cutting, transport-
ing and processing wood, low timber
prices, inconsistent policies, high fire
risks, high land prices, high interest
rates, uncertain marketing opportuni-
ties), direct incentives may have only
marginal effects. Intheworst cases, they
may even lead to misallocation of funds,
trigger investments in plantations that
are ultimately not viable, or have long-
term negative impacts on interest in
growing trees.

Owingto alack of monitoring, itisdif-
ficult to determine the extent to which
direct incentives have accel erated plant-
ing relative to other factors. In some lo-
cations, extensiveareashavebeen planted
without direct support, which suggests
that funds have sometimes been spent
inefficiently or unnecessarily.

On the other hand, when the general
investment climate is favourable and
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demand for wood increases, direct in-
centivescan definitely increasethe speed
with which the private sector is drawn
toforest plantations. Themost effective
directincentivesincludetax concessions
and favourable capital gains treatment.
Loan and grant schemes have achieved
mixed results—some being more gener-
ousthan others—and havefavoured pre-
dominantly large-scale investors.

There are five caveats to this general
assessment:

* Direct incentives are difficult and
costly to administer, and with their
high transaction costsit is question-
ablewhether they areanefficienttool,
particularly for attracting small-scale
investors.

e Tax concessions can only work if
investors actually pay taxes. Thisis
especially significant in some coun-
trieswhere paying taxesissometimes
seenmoreasanoptionthanarequire-
ment.

« Direct incentives are easily abused.
Free seedlings may be resold, loans
may beused for unintended purposes
and corruption is virtually impossi-
ble to control.

 Direct incentives are frequently
flawedif they aredesigned according
to the interests of the provider (usu-
ally thegovernment) rather than with
the needs of the recipientsin mind.

In Malaysia, current
returns to investment
for fast-growing trees

are much lower than for
oil-palm, which
discourages potential
investments in forest
plantations (four-year-
old Azadirachta excelsa
plantation, Perlis,
Malaysia)
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* In some instances, World Trade Or-
ganization rules or national policies
may precludethe useof certaintypes
of overtly protectionist incentives.

INDIRECT INCENTIVES — OR WHAT
DRIVES THE TREESINTO THE
GROUND (AND WHAT DOESN'T)

The study results indicate that variable
and enabling incentives generally play a
much larger role in encouraging invest-
ments than direct incentives.

As commercial investments in forest
plantation development aimto maximize
financial returns, hightimber priceshave
sometimestriggered investmentsin tree
growing. Perhapsthe most attractiveand
tempting recent stimulus for many in-
vestors in Asia and the Pacific was the
global spikeinwood pricesin 1993 and
1994, which triggered a planting boom
in many countries. Conversely, when
wood prices have been low generally, or
especially when prices have been kept
artificially low, plantation investments
have been sluggish. Under such circum-
stances, investor interest is seriously
dampened irrespective of the provision
of other incentives. Examples of this
phenomenonwereobservedinNew Zea-

land, where price controlswerein place
until 1965, and morerecently in Indone-
sia, where policies and practices have
maintai ned theflow of cheaptimber from
natural forests.

Prices also need to be reasonably pre-
dictableand to providereturnsto invest-
ments comparabl e to those from similar
land uses (e.g. oil-palm, rubber or pasto-
ral farming). InMalaysia, current returns
to investment in oil-palm are consider-
ably higher than those for fast-growing
trees, whichdiscouragespotential invest-
ments in forest plantations.

A key factor in obtaining significant
levels of investment in plantations has
been political, institutional and macro-
economic stability. Although it is diffi-
cult to disentangl e specific factorsfrom
theoverall investment environment, itis
clear that investments are forthcoming
when risks are perceived to be low and
governments signal unambiguous sup-
port for private-sector involvement in
plantation development.

Another crucial factor is tenure secu-
rity. The decollectivization of land and
forest tenurein China, beginningin1978,
provides an excellent example of the
importance of respected and protected
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property rights. A principal goal of the
reformwasto encouragefarmersto man-
age forest resources sustainably and to
plant trees. The reform has been neither
smooth nor uniform, and forest tenure
arrangements often vary even among
townships. Consequently, not al collec-
tiveshavebeenegually enthusiatic. How-
ever, aclear patternisdiscernable: where
decollectivization hasgonefurthest there
havebeensignificantincreasesininvest-
mentsin tree growing (Lu et al., 2002).

Just as clear tenure arrangements have
underpinned the success of forest planta-
tiondevelopmentin Australia, New Zea-
land, the United Statesand partsof China,
uncertain tenure has constrained invest-
mentin|ndonesia, Thailand and the Phil-
ippines. Inextremecases, tenureandland-
use conflicts have resulted in the
destruction of plantationsand equi pment
(Kartodihardjo and Supriono, 2000),
which is certain to deter investors.

In New Zealand, the development of
infrastructure (e.g. roads, railways, mod-
ern port facilities, hydro-electric power
stations) by government paved the way
for large-scale processinginitiativesand
assured potential planters that the gov-
ernment was serious about developing a
viable plantation sector. Similar devel-
opments occurred in Australia. These
measures were complemented by in-
creased research and extension, which
reduced risks, increased yields and ef-
fectively lowered the costs of plantation
establishment.

Inseveral countries, policiesareinplace
toencourageplantation devel opment, but
littleisdoneto translate theminto action
on the ground. It is critical to follow up
supportive policies with strategies and
actionsthat provideatangibleframework
toencourageand enableinvestment. This
may include examining incentive struc-
turesacrossall sectorsof theeconomy to
ensure a level playing field for invest-
mentinforest plantations. Theroleof the

public sector asaforest owner and man-
ager should regularly bereviewed to en-
surethat public-sector plantationsdo not
compete unfairly with private-sector in-
vestments. Public-sector plantations are
affected differently by taxes and land
pricesand often determinelog pricesand
log allocation, as has been the case in
Australia. In addition, therates of return
from public-sector plantations may not
reflect the market cost of capital.

Removing impediments to plantation
development often means reducing or
eliminating subsidies in other directly
competing sectorsof the economy, espe-
cialy in agriculture. In Thailand, for
example, financial support through the
Rubber Plantation Aid Fund for the re-
planting of rubber amounts to approxi-
mately US$1 000 per hectare, whereas
the Private Reforestation Extension
Project offersless than half that amount
for timber plantations. If governmentsare
truly committed to augmenting wood
supplies, thensuch substantial differences
provide the wrong signal to investors.
Other factors may also sour the invest-
ment climate for plantations relative to
other sectors, for example restriction of
markets for plantation productsin adis-
criminatory fashion, or constraints on
foreign investments in plantations rela-
tive to other sectors.

A key point is that policies need to be
consistent over time. Frequent policy
changesresultinincreasedrisksand pro-
videaclimate of insecurity for investors,
especially giventheinherently long-term
nature of plantation investment. In some
countries, frequent changes of govern-
ment have resulted in repeated changes
in policies and the erosion of support
mechani sms. For exampl e, between 1982
and 2002 Thailand had ten governments,
andthenew governmentsrarely followed
the paths of their predecessors. The situ-
ation has been similar in the Philippines.

While declining production from natu-

ral forests has provided a window of
opportunity for investments in planta-
tions, environmental concerns — and so-
cial concerns — over monoculture forest
plantations have also translated into a
worry for investors.

Finally, it must be asked whether in-
centivesin any form are justified on so-
cial grounds. Forest plantationsgenerate
employment, but this benefit may be
outweighed by job losses in agriculture
at thelocal level and by the costs of sig-
nificant restructuring inlocal economies
(Tonts, Campbell and Black, 2001).
Where social benefits are insignificant,
the private sector, and particularly the
processingindustry, hasanimportantrole
in motivating landowners to plant trees.
InIndia, alegal ceiling on landholdings
prohibits private companies from estab-
lishing large-scale plantations. To over-
come this constraint, private companies
have offered a number of incentives to
smallholders, including technical assist-
ance and buy-back guarantees (Saigal,
Aroraand Rizvi, 2002). Similar arrange-
ments have been put in place in other
countries (e.g. Australia, New Zealand
and Thailand), which indicates that pri-
vate companies may be in a better posi-
tion than governments to reach small-
scale growers through outgrower
schemes (Desmond and Race, 2000).

There is broad agreement that high so-
cial benefits, coupled with insufficient or
evennegativeprivatereturns, arearational
justification for offering incentivesto in-
vestors. However, in many cases the so-
cial benefits are not obvious, nor is tree-
growinginherently unprofitable. Applied
economic analysisisrarely used to assess
whether a particular level of support is
justified. Thisisnot surprising, sincebroad
agreement on how social benefits should
be valued iseven more elusive. Thus, in-
centives tend to be offered based on less
tangible criteria, including in some cases
political manceuvring and favouritism.
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CONCLUSIONS AND
RECOMMENDATIONS
Therolesplayed by the private and pub-
lic sectorsin forest plantation devel op-
ment have undergone major changesin
Asiaand the Pacific, although the level
of successin attracting privateinvestors
to plantationsvariesconsiderably. Plan-
tation development can be divided into
three stages: initiation, accel eration and
maturation. Australia, New Zealand and
the United States had reached the matu-
ration stageby the 1990s, but most Asian
countriesarestill intheinitiationor early
acceleration stage.

Directincentivesaremost likely to be
importantintheinitiation stage, toraise
awareness and to increase the pace and
scaleof plantation establishment, espe-
cially to build up fibre supplies for a
nascent processi ng sector. Theseshould
be replaced by variable incentives and
complemented by research and exten-
sion during the acceleration stage. If a
directincentivebecomesobsoleteinthe
maturation stage, thisis agood sign of
its success (Williams, 2001).

A favourable investment climate, re-
search, technical assistance and well-
established markets often have greater
influencethan direct incentivessuch as
freeseedlings, subsidized credit or cost-
sharing of planting expenses. In coun-
tries with a long history of providing
incentives, it has become evident that
incentivesystemsmust betimely, well-
targeted and flexible if they are to en-
gagethe private sector in forest planta-
tion development successfully.

In countries that have reached the
maturation stage, it hasbeenrecognized
that key measures to maintain private-
sector interest in plantation develop-
ment are related to the reduction of
barriers and the removal of structural
impediments and operational con-
straints. Some measures such as pro-
viding adequatetenurearrangementsare

Unasylva 212, Vol. 54, 2003

difficult toundertake, but crucial to suc-
cess. Others such as tax reforms and
removing unnecessary regulations and
bureaucracy (licensing and permits) are
just as important and in many cases
easier to realize. While thereis no sin-
gle effective strategy, it is possible to
outlinesomeguiding principlesthat will
contribute to achieving a viable forest
plantation sector (see Box below).

It isgenerally agreed that forest plan-
tations can help meet theincreasing de-
mand for wood and, at |east sometimes,
provide public goods and services. Itis
also generally accepted that appropriate
incentives—particularly enablingincen-
tives—can play akey rolein stimulating
plantation development. However, two

considerations need to be taken into ac-
count. Thefirst is that the forestry sec-
tor isnot alonein asking “What does it
taketo promote development?’. Theag-
ricultural sector has its own advocates,
often backed by generous incentives of
their own. Proponents of forestry need
to recognize that alternative land uses
may offer similar, or even greater, ben-
efits to society. Under such circum-
stancesit may be inappropriate to offer
incentives for plantation development,
sinceit may be more economically effi-
cient to invest in alternative land uses.

The second consideration regards the
market for wood. Althoughitisconven-
tionally believed that timber shortages
will ensure lucrative markets for wood

Guiding principlesfor plantation policy

DO

 provide a stable and coherent forest
policy that is supportive of economic
activities;

 ensurethat other (non-forestry) policies
arealigned sothat plantationinvestment
can occur on a level playing field;

« develop strong research and extension
support for plantation development;

« establishstrongindustry clusters,includ-
ingsupportinginfrastructure, acompe-
tent labour forceand appropriateprac-
tices and technologies;

« collect and make readily available ob-
jective, high-quality resour ce informa-
tiontosupport policy-making, for ecast-
ing, planning and monitoring;

« encour age healthy debate and discus-
sion on the merits of particular incen-
tives and reasons for offering them.

DO NOT
» promote inequitable land-use policies

that favour other sectors (e.g. agricul-

ture) over forest plantations;

persist with export or import controls

that hinder thedevelopment of efficient

wood processing and/or forest planta-
tion establishment;

maintain policies that allow plantation

development with detrimental environ-

mental and/or social impacts, causing
conflict among privatecompanies, com-
munities and environmental groups,
crowd out private-sector investment in
plantations by maintaining great pub-
lic-sector involvement, and especially do
not grant public plantations vast privi-
legesthat prevent theprivatesector from
competing;

* keep policies and incentives in place
longer than necessary, keepingin mind
that the most successful incentives are
those that can be phased out;

* retain disincentives that directly or in-
directly reducereturnstoinvestors.




indefinitely into the future, warnings of
the opposite scenario have recently
emerged, suggesting a possible timber
glut in the future. If such a glut comes
about, promoting too many plantations
now may result in a rude awakening
down the road for investors and those
who encouraged them.

A final observationfromthestudiesis
that, in a historical context, incentives
have largely been applied in an ad hoc
manner. Asunderstanding of themecha-
nisms and conditions related to eco-
nomic growth and development has
improved, it has become apparent that
plantation incentives have often been
less successful than they might have
been, had various disincentivesto plan-
tation establishment also been ad-
dressed. Just asgood physical site prepa-
ration is important for enhancing tree
growth, so, too, preparing afavourable
policy and administrative foundation is
crucial for supporting successful plan-
tation development. &
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