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4 STRUCTURAL CONTEXT OF RECENT FOREST LOSS IN THE S-RFE

4.1 Causation of Unsustainable Commercial Logging

Logging operations in the region are quite extensive and wasteful, aiming to harvest high quality
logs. It is said that timber wasted amounts around 25 to 30 percent of the harvested wood stock.
In selective cutting only 35 to 50 percent of usable stock is felled, and in clear cutting only 65 to
80 percent. Only thick and high-quality timber is carried out from logging sites; utilization of the
rest is very low. This is why very few wood-processing facilities for thin and low-quality timber
are found in the territory. In the past, wually only 30 to 35 percent of harvested timber was
processed in the S-RFE; as a result of the economic crisis these figures have dropped to 10 to 15
percent.

Such logging operations were common in the Soviet period. However, unreasonable pricing of
timber and the shortage of wood procesing facilities for valuable wood amplified the extensive
and wasteful logging. In addition, insufficient controls on the violation of rules was also an
underlying factor. Under the current economic situation, the devaluation of ruble has created
favorable conditions for export because logging is now the easiest way to aquire foreign currency.
Unfortunately, it is rare that the foreign exchange acquired has been re-invested for forestry and
the forest industry sector.

4.1.1. Expanding Timber Trade from the RFE to Asia-Pacific Countries

Recent increases of timber demand in Asia-Pacific countries (APC) is also a key underlying cause
strongly accelerating unsustainable commercial logging. According our estimation about 50 to 60
percent of timber products in the S-RFE are exported to the APC, mainly Japan. Japan has
imported Russian timber constantly since the 1960s. In the middle of the 1970s around 9 million
m® of timber, mostly raw logs, were shipped to Japan. Even in after the collapse of Soviet Union,
imports of Russian logs to Japan steadily increased after 1991 (4.3 million m?), reaching a high in
1999 (6.07 million m?).

Before the economic crisis 40 to 45 percent of the total volume wood products produced were
consumed within krai borders, 25 to 30 percent were sent to other regions of the former USSR
and 30 percent were exported abroad. In contrast, today about 50 to 60 percent are for export
and rest is consumed within the krai territories. Exports have a very simple structure and consist
primarily of round wood (80 percent of total exports) and sawn lumber.

The main importers of the Russian timber are northeast Asian countries: Japan, China and
Republic of Korea (Box 4). Japan consumes about 60 to 70 percent of the S-RFE exports. The
timber exports to China have been increasing recently (Box 5) at a rapid pace.

Both internal and external causes have influenced the recent increase of timber trade from the
RFE to APC.
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Figure.3. Timber Flow of 1998 from inland areas of the RFE to APR
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Box 4. Recent Timber Flow from the RFE to Asia-Pacific Region

Based on our analysis on timber trade statistics of the RFE to the Asia-Pacific Region (APR)
in 1998, the authors identified the following characteristics:

1) The supply of RFE timber products to the APR was equal to 839 million cubic meters.
Most timber products (85 percent) were exported by sea and 15 percent by railroads.

2) Recently almost all exported timber products from the RFE were loaded to only three
APR countries—Japan, South Korea and China. Timber export to Japan still stands out as
in the past but the recent increase of log exports to China is remarkable.

3) From the RFE provinces, 43 percent was shipped from ports of Primorskiy Krai and 35
percent from ports of Khabarovskiy Krai. From Buryat Republic most timber is
transported by rail.

4) Logs produced in the provinces adjacent to Russia-China border, including Buryat,
Chitinskaya and a part of Primorskiy, are transported to nearby gateways via railway and
then loaded to China. This share of total export volume was around 20 percent in 1998
and has shown remarkable increases recently.

5) Logs produced inland or in the areas along railroads in Primorskiy and Khabarovskiy
Krais are transported to the coastal ports in these two provinces via two main railroads
and then shipped out mainly to Japan and South Korea. This has been a principle route in
both the Soviet and post-Soviet era.

6) On the coastal area of the Pacific Ocean in Primorskiy and Khabarovskiy Krais, logs are
transported directly to the nearest coastal ports by truck and then loaded mainly to Japan
and South Korea. The share of this route is around 20 percent and has been increasing
recently.

(YAMANE Masanobu SHEINGAUZ Alexander )
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Box 5. Recent China-Russia Timber Trade

1) Significant increase of China’s timber import from Russia; Russia is one of China’s largest
outside timber suppliers. The amount of logs imported from Russia enjoyed nearly a
doubling each year from 357,788 n? in 1995 to 4,304,946 n? in 1999, and its share of
China’s imported logs also increased from 13.9% in 1995 to 42.5% in 1999.

2) Existence of favorable trade regulation for saw log imports: Besides import commodity
inspections and the requirement of import certificates for specific tree species, only weak
regulations are applied to imported saw logs. In addition, the tax rate for saw logs has
been lower than for sawnwood, and fell by 13% since January 1999 as a result of the
application of a preferential import tariff rate of zero following APEC trade liberalization
timetable. [

3) Three largest gateways for timber imports from Russia: Manzhouli in Inner Mongolia
province and Suifenhe in Heilongjiang province are two largest direct border gateways for
China’s timber imports from Russia. Erlianhot, also in Inner Mongolia province, is the
third largest gateway for China’s timber imports from Russia. In terms of the log imports
in 1999, it is interesting that the Manzhouli gateway accounted for about 40%. Suifenhe
accounts for about 30%, and Erlianhot accounts for about 20% of the total log import
from Russia.

4) Border gateways linked to Primorskiy in Russia are a main route of hardwood saw log
imports to China.

5) Ten small border gateways in Heilongjiang Province: In Heilongjiang Province, besides
Suifenhe and Heihe gateways, which are either already large or expected to be large border
gateways for Russian timber import, ten other small gateways have also been identified
along the border. These include Xunke, Jiayin, Luobei, Fujin, Tongjiang, Fuyuan, Raohe,
Hulin, Mishan and Dongning. However, the timber trade in these small gateways, and
probably all trade activities, are not large due to the lack of rail connections.

6) Key dher three border gateways to be monitored in the future: Heihe gateway in
Heilongjiang province will be one of the largest Russian timber import gateways in the
future. Hunchun is the only border gateway with Russia in Jilin province. However, China’s
timber imports from Russia through this indirect gateway are still small.

7) Several coastal gateways for small timber trade: Along China’s coastal areas, several first-
class customs/gateways are reported to have timber imports from Russia by ship: Dalian,
Tianjin, Qingdao, Shanghai, Shantou, Shenzhen, Huangpu and Guangzhou. However, the
amount of imports via these gateways is not large.

(YAMANE Masanobu & LU Wen-ming)
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4.1.2. Internal / External Intervention

Economic Crisis

In August 1998, due to the so-called Russia financial crisis, both national and local financial
infrastructure faced a very serious situation and the functioning of banking system was paralyzed.
With the drastic devaluation of the currency and the sharp decrease of imports, inflation recurred
starting in that month. As a consequence, real monetary income has fallen sharply and the
production of manufacturing and light industry such as motor car and home eletctronics has
decreased remarkably.

However the unintentional devaluation of ruble brought unexpected economic impacts in 1999.
The clearest impacts were the increased exports and reduction of imported items. The sharp
increase of timber exports also resulted from the devaluation.

China's Growing Timber Consumption

Plywood production using tropical hardwood logs has been decreasing steadily due to various
constraints such as demands for sustainable forestry, logging restrictions on natural forests and a
consequent shift toward log production from man-made forests. As a result, Russian timber has
strongly attracted plywood industries in APR, especially Japanese industry.

Moreover, growing Chinese timber consumption also poses the greatest long-term threat to the
forests in the RFE. In 1997, Russian log exports to China totaled about 0.9 million m® while in
1998 this figure almost doubled to 1.7 million m®. It is clear that the timber demand is increasing
steadily, driven by strong domestic economic growth and rising standards of living in China. In
addition, the newly created Natural Forest Protection Program (NFPP) (Box 6) will lead to a
sharp decrease of China's domestic timber production in areas targeted by the NFPP; as a result,
the amount of timber imported can be expected to increase dramatically. Indeed, in line with
such changes, China's log imports from Siberia and the RFE all along the Chinese border have
been increasing remarkably. The preliminary statistics for 1999 showed that log imports that year
already exceeded 10 million m?.
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Box 6. Natural Forest Protection Program—China’s New Forest Policy

The Natural Forest Protection Program (NFPP) is a great and trans-century environmental
protection program. Natural forests are still the main body of forests in China and are playing
a significant role in maintaining and improving the environment. However, unscientific and
irrational management over a long period of time in the past have led to serious damage to
the structure and ecological functions of the forests, i.e., the devastating floods in the
Yantgze, Nenjiang and Songhua Rivers.

This new forest policy aims to:

- increase the quantity and improve the quality of natural forest resources, and enable the full
play of ecological functions;

- create new employment opportunities and better mean per capita income for people in the
forest areas through changes in forest industries;

- establish large-scale commercial forests as the forestry base of key forest regions;

- achieve radical transitions both from planned economy to market-oriented economy, and
from extensive management to intensive management,

- realize sustainable forest management and establish a scientific forestry management
system.

According to the preliminary design, the key regions of the NFPP cover 18 provinces (or
autonomous regions and municipalities), namely, Sichuan, Yunnan, Guizhou, Hunan, Hubel,
Jiangxi, Shaanxi, Shanxi, Gansu, Qinghai, Henan, lilin, Heilongjiang, Xinjiang, Inner
Mongolia, Ningxia, Hainan and Chongging.

The NFPP will be implemented in two phases. During the first phase (1998-2000): 125.418
million ha of natural forests were classified as follows: logging ban (59.881 million ha),
logging control area (36.996 million), and commercial forests (28.541 million ha). As a result,
by 2000, the harvesting quota of natural forests will be cut down by 12.36 million ni
compared with the level of 1997. While 730,000 surplus laborers and 270,000 laid-off
employees in forest regions will be absorbed and re-allocated by afforestation activities and
alternative projects, 440,000 retired employees will enter old-age social insurance systems at
the provincial level.

During the second phase (2001-2010), the program will mainly focus on the establishment
and protection of ecological and public welfare forests, the development of transitional
projects, the cultivation of forest resources, the increase of wood supply capacity and
economic development in forest regions. By 2010, natural forest resources will be basically
restored. Timber production will be shifted from logging of natural forests to the
management and utilization of plantations.

According to the statistics, 1.44 billion-yuan were invested from the establishment of public
welfare forests. Timber production was reduced by 2.933 million nv, 318,000 ha of public
welfare forests were planted, 882,000 ha of forests were tended, and 2.433 million ha of
mountainous areas were closed for reforestation. Natural regeneration by enrichment planting
of 139,000 ha had been accomplished and 189,000 laid-off employees from forest harvesting
areas were properly settled and re-allocated.

(LU Wen-ming)
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4.1.3. Key Agents / Actors

The Local Government

In the Soviet period the government recognized forests in the RFE as a timber resource base and
strongly promoted forest development policies and administration, aiming to achieve the targets
of national economic plan. The forest industry secter followed such a development paradigm and
pushed forward with unsustainable forest use. Since the collapse of the Soviet Union, on top of
the bad legacy of destructive resource use, forest administration has been weakened due to the
financial difficulties in federal government; local capacity for forest conservation especially
suffered serious damage. Weakened forest governance at both the federal and local levels has
brought many problems, which directly connected with forest loss, such as the expansion of
extensive logging and widespread illegal activities.

The federal government established the "Forest Code of the Russian Federation™ in 1997,
following the adoption of the "Fundamentals of the Forest Legislation of the Russian
Federation” in 1993, aiming to respond to the trend toward decentralization and the rapid
transition to a market economy. In the S-RFE, krai governments are independently developing
new legislative bases under the support of foreign aid institutions. However the political and
socio-economic disorder has continued everywhere in the country and the legal and institutional
infrastructure is still under development; evidently, effective implementation of sustainable forest
policy will take some time.

Logging Companies'

Although international logging ventures have received much attention, most of the logging in the
RFE is actually done by domestic operations. Enforcing regulation for domestic logging
operations and timber trading firms is more difficult than for international ventures, because
domestic ventures attract less scrutiny from the forest authorities and press, according to Russian
observers.

Small firms working under salvage logging contracts with the Forest Service leskhozy (district
forestry offices) log a large amount of timber. These firms then sell timber for cash—often with
fake documents—to Chinese wholesalers. According to estimates by officials in the Primorskiy
Krai administration, up to 40 to 50 percent of hardwood logged in Primorskiy region is logged
or exported illegally. For example, in 1998, 445,000 cubic meters of high quality ash—more than
20% of the region's annual allowable timber harvest—was exported to China and Japan from so-
called "salvage operations.” These operations are also allowed within protected territories. The
Forest Service and small companies use this loophole to increase logging volumes, even though
such logging does little to benefit local budgets.

! This section was derived from " Plundering Russia's Far Eastern Taiga" (Newell and Lebedev, 2000).
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Local Forest Management Bodies

Due to the serious financial situation facing local forest management authorities, some leskhozy
were abusing salvage logging operations in order to obtain the revenue they needed to survive.
Leskhozies faced chronic revenue shortages even in the Soviet period; thus most local forest
management bodies held their own wood processing facilities, processed logs harvested from
thinning or sanitary logging, and sold processed wood aiming to make a profit for themselves.
However, actually these logging operations were not different much from final felling. Since the
Forest Code and Federal Basic Laws do not allow leskhozy to operate final felling, these logging
activities are the violation of rules.

Consumer Countries

Timber consuming countries in the Asia-Pacific region, especially Japan and China, which have
continued timber imports from the RFE in the past and increased the amount of timber traded
recently, are key actors driving the loss of forests in the region. [It is certain that their influence
will increase.
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4.1.4 Underlying Causes

The increase of commercial logging in the area was mainly due to such internal and external
"market forces" as the demand for foreign currency and the increase of timber demand. Various
underlying causes of widespread unsustainable logging operations—originating in such ultimate
causes as "economic and political instability™ and “insufficient legal and administrative
base"—are closely and mutually connected.

Market Forces

Market forces have constituted an essential driving force of commercial logging, both in the past
and present. Since the collapse of the Soviet Union, acquiring foreign exchange has been a main
concern of the forest sector and logging companies, because favorable conditions for timber
trade have emerged under strong demand for Russian timber in the APR. Thus the increase of
log demand in consumer countries and the economic crisis are key Underlying Causes relevant to
"Market Forces.”

Economic and Political Instability

In this root cause the authors identified such underlying causes as the rapid transition to a market
economy, structural adjustments forced by the International Monetary Fund and decentralization.
These causes brought serious poverty and a shortage of finances for forest management due to
the economic crisis. The rise of shadow economy also originated in these root causes.

Insufficient Legal and Administrative Base

Another of the crucial underlying causes of extensive and wasteful commercial logging can be
considered a negative legacy of the Soviet period—inefficient forest resource use policy.
Recently, central and local governments have made much effort aiming to realize wise forest
resource use through reforms of the legal and administrative base. However, the legal and
administrative base is still not sufficient, for various reasons. A part of this insufficiency,
especially local forest authorities' inability to control illegal activities, originates in the shortage of
finances and personnel. In this sense building an administrative base on dependable financial
resources can be essential to overcome irrational forest resource use.



]g Forest loss in the RFE

4.2. Causes of Frequent Large-scale Forest Fires

After World War 11, Primorskiy Krai and Khabarovskiy Krai experienced six and nine large-scale
forest fires, respectably (Table 2). Catastrophic fires seem to occurr once every 10 to 12 years.
However the forest fires of 1998 Box 7), which occurred mainly in Khabarovskiy Krai and
Sakhalin Oblast and damaged 2.2 million hectares of burnt area, were the worst since the forest
fires of 1954 and 1976.

The number of fires and area burnt manifest very wide fluctuations from year to year. The
frequency and spread of fires are also very different in both krais because of differences in the
type of forest vegetation and the intensity of forest management. It is said that there is no close
correlation between forest fires and logging operations. However, the areas of forest fires in both
krai are along the Sea of Japan and main transportation corridors, such as the Trans-Siberian
Railroad and BAM railroads or main roads to loading points. This observation suggests the
connection of forest fires and human activities, including logging operations. In fact, the
frequency of forest fires has increased in line with the progress of forest development in the
region, and the careless handling of fire by forest workers has caused many forest fires. Large
amounts of slash left in a logging site can be very good fuel for fires. In addition new road
construction for logging operations has opened new access routes for local people, leading to
small fires in the forests.

Recent official studies indicated that more than seventy percent of forest fires were caused by
human activities. It has also been pointed out that intensive selective logging has made forest
conditions drier and such changes amplify the risk of fires caused by spontaneous combustion.
In this sense, commercial-logging activities have a close linkage with forest fires.

Box 7. Catastrophic Forest Fires of 1998 in Khabarovskiy Krai

Many areas in Russia suffer from forest fires every year but the forest fires of 1998, which
occurred mainly in Khabarovskiy Krai and Sakhalin Oblast, were the worst since the forest
fires of 1954 and 1976.

The damage included 2.2018 million hectares of burnt area and resulted in damage of
1.5633 million hectares of dense forests. Around 15 million cubic meters were lost in
Russia, more than three years of timber production in Khabarovskiy Krai (one of the most
important timber-producing areas in Russia). This disaster has brought enormous damage
to the local economy and forest industry of the RFE as well as losses of the forest's
ecological functions—Ilosses estimated at 4.6 billion rubles (207.2 million US dollars)

Kolomytesv & Sheshokov, 1999).

Moreover, the fires caused extensive destruction of various forest-based resources on land
traditionally used by indigenous people in the RFE, affecting timber and non-timber
products, hunting and game stock representing their food base (UNDAC, 1998). It is likely
that over one million people have been affected over a significant period of time by smoke
and carbon monoxide (CO) (UNDAC, 1998). The possibility of an influence on the global
climate, contribution to global warming and implications for abnormal weather in
neighboring China have also been pointed out (UNDAC, 1998). The fires have largely
destroyed biodiversity in the RFE, which is referred to as the richest area in the northern
hemisphere for biodiversity. Two sites registered under the Ramsar Convention as wetlands
of international importance and two zapovedniks (protected nature reserves) are located
within the affected area (UNDAC, 1998).

(YAMANE Masanobu)
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4.2.1. Weakened Fire Control System

The system for forest fire control in Russia has a strong structure and was designed
systematically. The expenses are basically financed from the state budget: fire control,
construction of forest roads, water reservoirs and fire barriers, laying of mineral strips on the
ground, purchasing of equipment, salaries for staff, and rent of aircraft. The legislative base for
forest fire control is also well prepared, including the Forest Code of the federation and federal
or local acts (Sheingauz, 1998b).

After the collapse of the Soviet Union, however, the fire control system has weakened
remarkably. This change was caused by a substantial decrease in the budget from the federal
government for the fire control system, due to the unfavorable economic condition in Russia..
The budget for air-based and ground-based systems for fire control during 1991 and 1996 were
relatively stable, at 129 to 168 million rubles, and 5 to 15 million rubles, respectively. However,
the consumer price index reached 248,733 points in 1996 from 100 in 1992 (World Bank, 1997),
and consequently the financial base is seriously inadequate for maintaining the fire control
system. A combination of inadequate resource allocation of regional authorities by the central
government, inability of regional authorities to clear year-end debts resulting from this situation,
and the release of annual budgets too late for effective fire control measures to be put in place
prior to the fire season, were fundamental causes of the fire (UNDAC, 1998).

This recent financial situation led to a serious shortage of capacity for fire control systems and a
significant deterioration of their original functions: effective fire monitoring and quick fire-
fighting.

The biggest effect was a cutback of air-based monitoring. This curtailment was caused by steep
rises of costs for aircraft and fuel prices. The capacities for ground monitoring also declined. The
costs for equipment for fire-fighting as well as fuel for large-sized machinery, such as bulldozers
and trucks loaded for staff became prohibitively high, and shortages of living essentials and
delayed wage payments for staff also became critical.

There is a high possibility that the frequency of large-scale forest fires, such as the fires of 1998,
will increase noticeably, because the situation is not likely to be improved for some time.

4.2.2. Increase of Small Fires in Forest Areas

The increase of small fires in forest areas was another cause of the fire of 1998. It is said that 15
to 30 percent of all the recent fires in the RFE were from natural causes, whereas 70 to 85
percent were caused by human activities. Of the more than 500 fires of 1998, it is estimated that
humans started 80 percents.

The availability of daily essentials in remote areas has dwindled owing to the recent serious
economic conditions. It is for this reason that people in remote areas visited forests more
frequently than before, seeking products for their daily use such as firewood, mushrooms, edible
wild plants, berry and hunting animals. Recent motorization has also brought more citizens, who
know nothing about forest fires, into forest areas than before, and their careless handling of
cigarettes and fires have become the main artificial cause of the fire (Sheingauz, 1998b).
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In addition to those factors, the lack of concern and careless behavior by citizens caused the fires
(Sheingauz, 1998b). It is a common belief of citizens that in the RFE there are abundant forests,
and that the fires do not cause significant damage. Such convictions have weakened after the year
of catastrophic fires, but two to three years later the previous attitudes about fire returned
(Sheingauz, 1998b).

4.2.3. Key Agents / Actors

Logging Companies

In the RFE, large-scale clear felling is main type of operation. In addition, only thick and valuable
wood such as pine and hardwood are harvested, and thin and low-value trees are left behind.
Consequently, large amounts of slash are left on the logging sites, with high risks for combustion
and the expansion of fire. Among forest fires caused by human activities, which account for
more than 70 to 85 percent of the total, it has been pointed out that the careless handling of
small fires is a significant cause of recent forest fires.

Local Forest Management Authority

On local level, a Regional Forestry Service and district leskhozes are responsible for forest
management. Today they face chronic shortages of finances and personnel, and thus have been
not able to implement the proper forest management. In the recent financial crisis, forest fire
control has been inactive, even though that is a basic task for these authorities.

Local People/ Citizens

The strongest connection of citizens and local people with forest loss in the region is a careless
handling of small fires. It has been pointed out that around 70 percent of forest fires were
caused by artificial causes such as campfires and discarded burning cigarettes. Recently the entry
of citizens/local people into forests has also increased for several reasons. In short, citizens/local
people are key actors in terms of the first causes leading forest fires.
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4.2.4. Underlying Causes

Though natural factors such as local forest conditions and abnormal weather conditions have
played an essential role in large-scale forest fires, several institutional factors were more crucial to
the occurrence and expansion of the fires. In this study, the deterioration of fire control
systems and inadequate/insufficient resource allocation was identified as a secondary cause.
The authors concluded that the changes were caused by a substantial decrease in the budget from
the federal government for the fire control system, due to the unfavorable economic conditions
in Russia.

Increased numbers of small fires started by citizens' careless behavior in forests and
extensive/ineffective logging activities at logging sites also are significant secondary causes
of frequent forest fires. The former originates in the lack of citizens' concern about fires.
The latter is caused by inadequate forest institutions/regulation and the bad legacy of resource
use policy in the Soviet period. In addition the lack of management on burnt areas was also
recognized as an underlying cause of forest degradation in the region.

In conclusion, “political/economic instability” in Russia and “insufficient legal and
administrative base” have been the key root causes of the recent large-scale forest fires. These
two root causes were mutually connected to increase “forest fire area” and “high risk logging
sites for fires,” amplifying the problems of the “weak fire control system,” and causing frequent
forests fires on a large scale.

Forest management operations, which mainly depend on natural regeneration, might also
accelerate forest degradation. Thus current forest management policy can be addressed as a key
underlying cause.



