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1.  Introduction 
 I focus on the sustainability of forest resources and free trade system. First we should 
define forest sustainability. Sustainability of forests or sustainable management of 
forests means to maintain and increase forest cover and forest productivity that should be 
undertaken in ecologically, economically, and socially sound ways, referring on The 
Declaration of Forest Principle in 1992.  
FAO estimates that total forest area in 2005 is just under 4bil ha and deforestation 

continues at about 13mil ha per year. Generally forest resources are regarded as 
renewable resources because trees will grow by planting even once people fell them down. 
But in fact most of the global forests are primary forests which have never cut down 
(36.4%) and modified natural forests which have harvested but have not changed into 
plantation forests (52.7%). Plantation forests are only 3 %. One of major causes of 
deforestation is commercial felling and exporting forest products.  
  
2.  Free Trade System and Sustainability of Global Forests 
  According to the theory of comparative costs by David Ricard when each country 
concentrate their domestic production on a commodity which is relatively efficient 
(comparative advantageous) in its production costs, and trade the commodities to each 
other, both countries will be able to enjoy welfare gains. Under this way of thinking after 
the World War II, GATT/WTO has driven member countries to trade liberalization. 
On the other hand free trade of forest products can undermine the sustainability of 

global forests. But by orthodox trade theory, free trade is still in harmony with 
environmental disadvantages when they are compensated by domestic policies like tax 
and subsidy. For example exporting logs gives some damage to natural forests, but free 
trade brings some trade gain under the domestic system that government levies proper 
royalty which is worthy of lost ecological value of the trees to felling companies, and 
compensates to the people who had enjoyed lost ecological benefit. Neo-classical 
economics has concluded that domestic policies like tax and subsidies are better than 
trade barriers like tariffs and surcharges because the former policies bring less welfare 
loss than the latter. 
 
3.  Trade Policies Are More Efficient than Domestic Policies: Example of Southeast Asia 
 But in case of forest products trade that is closely related with forest sustainability, 
import duties and/or export duties seem more efficient system than domestic economic 
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policies like tax and subsidy. Let’s show the example of 3 countries in Southeast Asia, the 
Philippines, Thailand, and Indonesia. The former two countries are log-importing 
countries that have already cut a large portion of their natural forests by commercial 
logging and now face a pressing need for reforestation, and the last one is still forest 
product-exporting country that still has large areas of natural forests. 
 In Philippines the most pressing subject for the forest administration is the 
reforestation and sustainable management of man-made forests because degraded 
woodland is vulnerable to various natural disasters. At the beginning the government 
promoted reforestation projects by private companies, but it was not successful. In forest 
lands, many indigenous people live. The government has to give them incentive of 
reforestation. Local people select to plant commercial tree species as land use, not 
subsistent agriculture when stable log markets exist. In Philippines there has been stable 
log demand by domestic sawnwood and plywood companies. However, cheap foreign logs 
and forest products, and demands for tariff reductions of forest products in ASEAN and 
the WTO have threatened the domestic forest products industries. 
Also in Thailand the government has first promoted reforestation by private companies, 

but by frequent land use conflicts with local farmers, it has changed their strategies into 
making large scale paper companies purchase logs from local farmers. As a result the 
abundant material demand encouraged local people to plant eucalyptus. But eucalyptus 
plantation is said to bring the risk for local ecosystem. On the other hand the plantation 
of indigenous tree species such as teak had stagnated. The government introduced a 
subsidy system for the plantation of indigenous tree species, but it had not succeeded 
because no market existed to sell their logs on the background that cheap foreign logs 
from natural forests come from Cambodia and Laos including illegal logging. 
 Indonesia has been an exporting country of forest products which is one of the important 
sources of foreign currency. But commercial logging and forest products trade has been 
one of the major causes of forest degradation. 
 From these examples it is rather apparent that enforcing free trade of forest products 
undermines the land use management and forest sustainability of both of exporting 
countries and importing countries of forest products. 
 
4. Conclusion 
 The trade policies that both of forest products exporting countries and importing 
countries charge a certain rate of export tariff and import tariff to control their land use 
and forest sustainability seems efficient for both of forest products exporting countries 
and importing countries. Furthermore subsidies for planting and tending tree will give 
the governments a heavy financial burden, but tariff will become the financial source.  
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