Forestry in Papua New Guinea:
what can be learnt from the past?
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1. Forests and the Law
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Custom and State

There is an inherent tension between the customary
ownership of forests and the State’s view of forests as a
national resource

This tension can be seen in the evolution of the legal
framework that has seen a tussle played out between:

« the State’s desire to control timber harvesting and
derive revenue from timber sales

e and landowners’ desire to be involved in the sale of a
customary-owned asset



1. Forests and the Law

Forest Legislation

The Forestry (Private Dealings) Act 1971 granted customary

owners the right to apply to have their forests declared a
Local Forest Area (LFA) and to sell their timber direct to
outsiders, subject to the approval of the Forestry Minister.
This Act bypassed the procedures that had previously
governed the exploitation of timber, where the State acted as
the intermediary in timber sales.
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1. Forests and the Law

Further legal reform?

The most recent piece of legislation, the 1991 Forestry Act,
re-asserted the State’s monopoly over timber sales. If a
Forest Management Agreement is concluded, it is the Forest
Board, not the landowners, that selects a forest industry

participant to implement the agreement and recommends to
the Minister that a timber permit be granted.

« Key challenge: what legal safeguards are required to give
resource owners more say in the sale of their timber?



2. Forests and Tradition in PNG

Mechanism to assert ownership

A major innovation concerning customary ownership took
place with the enactment of the Land Groups Incorporation
Act of 1974.

Incorporated Land Groups were designed to empower
landowners and allow them to assert their ownership rights
established under customary law in a contemporary setting.

However, the implementation of ILGs associated with large
forestry projects has met with significant constraints. The first
of these concerns the issue of prior informed consent; the
second the following of due process; and the third how to
manage the interaction of large numbers of ILGs within one
project area.



2. Forests and Tradition in PNG

Mechanism to assert ownership

The 2003/2004 Review Team made the following
recommendation with regard to ILGS:

It is the view of the Review Team that in the interest of
ensuring more democratic and accountable management of
landowner financial benefits, that there needs to be some
form of direction (perhaps regulation) regarding a logging
project wide body which properly represents the Incorporated
Land Groups.

In addition it behoves the State, as part of its responsibility for
the well-being of its citizens, to provide some form of
administrative assistance and guidance to the representative
bodies until such time as they prove that they can manage
their own affairs.



2. Forests and Tradition in PNG

Involving owners in forest management

The involvement of forest owners in decisions concerning
timber harvesting within their forests has gone through a
number of phases of experimentation.

The Forestry (Private Dealings) Act of 1971 attempted to
give landowners more autonomy to negotiate timber sales
directly with buyers.

Other schemes have included Forest Development
Corporations and, more recently, Landowner Companies.

However, none of these mechanisms has a strong record of
success.



2. Forests and Tradition in PNG

Involving owners in forest management

Many Landowners Companies have been found to be
deficient in their accountability to the wider community.

- Public meetings of such companies are rare

- Statutory returns to the Registrar of Companies are
frequently not made

- Financial reports of income and expenditure are not
presented to resource owners in the project area.

Key challenge: to determine better ways of involving
landowners in the decision-making process concerning
timber utilisation



3. Forests and Trade

A model of large-scale development

A forest development model was established in the post-war
period, strongly supported by the World Bank in the early
1960s. The consensus of the time was well summed up in
the 1964 Annual Report of the Department of Forests:

‘Whilst small-scale enterprise by Papuans and New
Guineans is encouraged, economic exploitation of the major
timber resources has and will devolve materially on
overseas timber operators who are in the position to provide
the capital, management and expertise necessary for large
scale timber and processing operations.’



3. Forests and Trade

The switch to log exports

« The Government’'s 1979 White Paper set out a revised
forest policy in response to the world-wide recession, which
had had a strong negative impact on PNG wood exports
since 1974. The revision of the national forest policy
focused on the export segment of the major forest products
Industry, and gave the go-ahead for log exports.

 This policy change towards the active promotion of log
exports by government paved the way for an array of foreign

logging companies to begin operation and led to a huge rise
In log exports.
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Log exports from Papua New Guinea, 1951-2005
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The switch to log exports
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3. Forests and Trade

Social costs and benefits

The low level of development in many rural areas has driven
govt. policy to seek early returns from forest development.

In the absence of local government capacity, central
government has looked to project operators to provide much
rural infrastructure, including health care facilities, schools,
roads and other forms of communication. Although such
benefits may be transitory, declining as logging operations
cease, they also appear to be very tangible when and where
they exist.

Key challenges: how might these social benefits be
secured in the long-term? How might the transition between
private-sector and government as service provider be
managed?
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4. Forests and Governance

Undermining control

Three factors at Independence in 1975 conspired to erode
previous controls within the forest sector:

 An unprecedented urgency within the public administration
to identify revenue earning activities

« The rapid loss of experienced staff from within the forest
administration

 The introduction of provincial government with forestry
becoming a concurrent function, without a proper division of
those concurrent functions
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4. Forests and Governance

The Barnett Inquiry

A Commission of Inquiry into Aspects of the Timber Industry
was established in 1987. The Commission of Inquiry revealed:

« Animbalance of power between the Minister of Forests and the
Department of Forests, that effectively gave the Minister of
Forests total power over the allocation of concessions and
licenses.

A high level of corruption amongst parliamentary ministers and,
to a lesser degree, amongst the heads of the Department of
Forests, the Forest Industries Council and the provincial
governments.



4. Forests and Governance

The independent forest reviews

Government commissioned five reviews on the

administration and practice of the logging industry between
2000 and 2005:

Review of Forest Harvesting Projects Being Developed
Towards a Timber Permit or a Timber Authority (2000-01)

Review of the Forest Revenue System (2001-02)

Independent Review of Disputed Timber Permits and Permit
Extensions (2003)

Review of Current Logging Projects (2004-05)
Compliance Audits (2004-05)
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4. Forests and Governance

Key challenges

Despite the reforms of the early to mid-1990s, the recent

iIndependent reviews have highlighted continuing significant
Instances of unlawful behaviour in the forest sector.

e This suggests that reform within the sector is nothing but
difficult and slow (yet government has carried out reviews).

|t may also reflect a more general malaise in Papua New
Guinean society that tolerates such behaviour. Finding
solutions in such circumstances is bound to be take time
and requires strong political leadership.



6. Forests and Sustainability

Sustainability — a simple concept?

The PNG Forest Authority has adopted the approach of dividing
the total estimated volume of commercial species within a project
area by 35 (the proposed cutting cycle period) as its main
strategy to secure sustainability. The resultant volume estimate
IS termed the annual allowable cut (AAC).

However, there are two problems with this approach:

First, it depends on an accurate survey of commercial trees over
a huge area, which has proven very difficult to achieve.

Second, it depends on 35 years as being a sufficient time period
for the forest to rebuild to a similar level of commercial tree
volume.
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6. Forests and Sustainability

The underlying science

The science exists to guide improved practice. Two areas of
research carried out in recent years, in particular, have the
potential to guide sustainable forest management in PNG.

o First, is the work of the University of PNG to develop a satellite
coverage database containing information on the present forest
cover, the condition of the forests and an assessment of the
spatial impact of large-scale forest activities.

« Second, is the work of the Forest Research Institute (FRI) to
develop a forest growth model, based upon a comprehensive
network of permanent sample plots in the forest.



6. Forests and Sustainability

Policy implications

The forest growth model demonstrated that current logging
levels, using a felling cycle of 35 years and a 50 cm
diameter cutting limit, results in an initial felling that is
excessively heavy.

Subsequent cycles have lower yields and the initial post-
logging period shows substantial stand damage with the
attendant risk of initiating a cycle of stand degradation —

sustainability cannot be assured.
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6. Forests and Sustainability

Key challenges

If sustainability is to be better guaranteed, then strategic
planning needs to be strengthened. Presently, there is a large
gap in the long-term planning required to ensure sustainability.
Elsewhere, this planning is formulated and described in a Forest
Management Plan.

Reliance on only one control measure — volume control — is a
high risk strategy. Elsewhere a combination of volume and area
control provides a better guarantee of sustainability within
project areas.
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