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ABSTRACT

Enpl oynment and i nconme fromnon-farmactivities are of

i ncreasing inportance in the rural econony of devel opi ng
countries. Small forest-based enterprise activities
constitute one of the |argest sources of such inconme. They
al so account for a large part of the total harvest from
forests in nmany areas.

Many agricul turalists supplenent their inconme through

gat hering and tradi ng products such as forest foods, nedicinal
pl ants, and fuel wood. Small-scale manufacturing of itens
such as furniture, baskets, mats, and craft goods constitute
substantial informal sector industries. Incone fromthese
activities tends to be particularly inportant during seasona
shortfalls in food and cash crop incone and in periods of
drought or other emergencies.

Ease of access to forest raw materials neans that forest-based
activities are particularly inportant for the poor and for
worren. However, sonme of the sinpler activities provide very
low returns to | abor, and may thus provide only mniml and
short-lived livelihood contributions. Some of the npst

i nportant sal eabl e forest products face uncertain markets
because of grow ng competition fromindustrial or synthetic
alternatives or domesticated sources of the materials. As
demand grows, sonme activities are also threatened by depletion
of , or reduced access to, forest resources.

In devel opi ng policies in support of sustainable activities,
it is therefore inportant to be able to distinguish between
those that have a potential to grow and those that do not.
Policy issues include regulations that discrimnate agai nst
the informal sector, policies that result in the shift from
managed to uncontrol |l ed open access use of forest resources,
and restrictions on private production and sale of forest
products that inpede the devel opment of farm based sources of
t hese products.
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I NTRCDUCT! ON

Enpl oynment and i nconme from snall-scal e nonfarm enterprise
activities are becom ng of growi ng inportance in the rura
economny of devel oping countries. |In stagnant or slowy
growi ng agricultural areas small enterprise activities provide
enpl oyment to surplus labor; in conditions of grow ng
agricultural incones they contribute to the process of grow h,
diversification, and the shift to nore productive uses of

rural resources (Haggbl ade and Li edhol m 1991).

It has been estimated that rural nonfarmwork provides 20 to
45% of full-tine enploynment in rural areas and 30 to 50% of
rural househol d i ncone (Kilby and Li edhol m 1986, Haggbl ade and
Hazel | 1989). Despite its magnitude and inportance the snal
enterprise sector has until recently been |argely negl ected.

I nformati on about the sector is therefore limted, though

rapi dly increasing.

Much of the early know edge-generating effort has been devoted
to census-type surveys, to determ ne the magnitude, structure
and basic characteristics of the small enterprise sector

These studi es have shown that small forest-based activities
everywhere account for a substantial proportion of the total--
"around the world, three activities have consistently been
identified as the nost inportant categories anong mcro and
smal | manufacturing enterprises: textiles and wearing apparel
food and beverages, and wood and forest products” (Liedholm
and Mead 1992). This is as true of countries with limted
forest resources (table 1) as of forest-rich countries.



Table 1. Sectoral breakdown of snmall manufacturing enterprises
in rural areas in selected countries in Africa (percent of al
enterprises).

Bot swana Lesot ho Mal awi
Food, beverages 52.7 62.4 31.1
Textil es 34.5 26.2 17.2
Wbod, grass products 4.3 8.1 33.3
Q her 8.5 3.3 18.4

Swazi | and Zi mhabwe

Food, beverages 12.1 15. 6
Textil es 24.8 27.3
Wbod, grass products 60.7 42. 7
Q her 2.4 14. 4

Sour ce: based on Li edhol m and Mead 1992.

Forest-based enterprise activities are defined here as those
that use any materials or products that occur in forests or
woodl and, or fromtrees outside the forest. There is a vast
range of such forest-based products fromwhich rural people,
and especially the poor, derive income. Gathered products

i ncl ude fuel wood, rattan, banboo, fibers, nedicines, guns, and
wild foods to nane but a few Forests also provide the raw
materials for many small-scal e rural processing and

manuf acturing enterprises, such as wood for furniture and

i npl enent naki ng, canes, reeds and vines for basket, mat and
handi craft production, wood for charcoal production, nuts and
seeds for oil processing, and bark for tannin processing. In
addi ti on, fuelwood provides the main energy source for many
other small -scal e processing enterprises such as fish snoking,
beer brewi ng, and bricknaki ng (Fal coner and Arnold 1989).

The present paper is intended to bring together information
that is avail able about small forest-based enterprises, and to
exam ne their inpact on sustainable devel opnent [note 1].

Such an exercise is necessarily shaped by the extent and
quality of the data available. Because they operate from
fixed locations, and are therefore nore easily |located and
observed, nost of the quantitative data on nunbers of
enterprises relate to processing, manufacturing and retailing
activities. Information about gathering activities and
activities such as fuel wood headl oadi ng that do not have fi xed
prem ses is mainly of a descriptive nature, fromnarrowy
situation-specific studies. Both categories of information
docunent the situation at a particular point in time, and can
provide insights into the functioning of enterprises at that
time, but sel dom shed nuch |ight on the dynam cs of change.

An added conplication in understanding the functioning of
forest-based small enterprises is the difficulty in defining
boundari es around this type of activity. Many marketable
products, particularly hunted and gat hered foods and
comodities such as fuel wod, are also used within the
househol d. For many producers there is no clear distinction



between activities to neet their subsistence needs, and
produci ng for the market; they sell what is surplus to their
needs or in response to the opportunity selling provides to
generate needed cash incone. Simlarly, nuch of the resource
from whi ch many nonti nber forest products are harvested sits
astride an often ill-defined boundary between farm and nonfarm
-- being produced in managed fallow or farm bush for exanple.
It is then difficult to separate nonfarmfrom farm ng
activities. Arelated difficulty, common to all kinds of

small rural enterprise, arises because a forest-based activity
very often constitutes just one activity within an

agricul tural household. It then beconmes difficult to separate
out that part of household tinme, costs, returns, etc., that is
attributable to just that activity.

Wthin the imts inposed by the above considerations, the
present review is concerned only with income earning
activities. The focus is also on rural enterprises. However,
it should be kept in mnd that forest-based small enterprises
- in particular small woodworking enterprises also constitute
a mpjor part of the urban informal sector (Poschen 1987).

In addition to their inportance as a source of rura

enpl oyment and i ncone, forest-based small enterprises account
for much of the volume of wood products entering the econony,
and constitute the main channel through which nontinber forest
products enter the market. In aggregate, they can therefore
be heavy users of forest resources, and may thus contribute to
ecol ogi cal change and environnmental degradation

In the next section we |ook at the nature and extent of
forest-based small enterprise activities, and outline their
mai n characteristics. The follow ng section exam nes sone of
the main changes in small enterprise activity over tine, and
the section after that explores the extent of rura
househol ds' dependence on enpl oynment and i ncome fromthese
activities. The next section exam nes resource and
environnental inplications of small forest-based enterprise
activities, the penultimte section | ooks at policy and
institutional issues, and the final section draws together

| essons that are energi ng about constraints and potentials
facing small forest-based enterprises in situations at

di fferent stages of devel opnent.

SI ZE AND CHARACTERI STI CS

There is no single universally accepted definition of what
conprises a small-scale enterprise. A distinction is usually
made between very snall cottage activities characterized by
househol d | ocation and traditional artisanal techniques and
somewhat | arger workshop enterprises enployi ng sonme nodern
techni ques. A convenient dividing |ine between the two can be
taken to be five workers, with 50 workers as the ceiling for
small enterprises. As many small enterprises even if

wor kshop- based continue to partly depend on a househol d base,
it is not easy to neatly categorize cottage and wor kshop types.



Though the different categories overlap, it is useful to

di stingui sh between enterprises that manufacture products from
materials fromthe forest, and those that sinply gather and
sell forest products. This is partly in order to reflect
differences in the data bases for the two, but mainly in order
to be able to distinguish differences in the economc role and
potential of these different categories of enterprise.

Processing Enterprises

Though t he absol ute nunbers of those involved in snmall-scale
forest-based processing nmay not be high in relation to the
entire rural population, they forma |large share of those
enpl oyed outside agriculture. The estinmated 90, 000 persons
enpl oyed in infornmal forest-based processing in the rural
areas of Zanbia in 1985, for exanple, accounted for one third
of all rural manufacturing enploynent in the country (Fisseha
and Mlino 1986). O the 51,000 persons found to be enpl oyed
in craft activities in Rufiji District in neighboring
Tanzani a, nore than 70% were engaged i n forest-based
activities (table 2).

Over a range of countries for which survey information exist
(table 3), forest-based processing accounted for from 16% of
total estimated enploynent in rural manufacturing in Honduras
to 35%in Jammi ca (FAO 1987). For Africa as a whole it has
been estimated to be the second | argest rural industry (Page
and Steel 1984). Even in Egypt, a country practically devoid
of wood resources of its own, nmanufacture of wooden furniture
was the third |l argest industry outside |large towns and cities
(Mead 1982).

Smal | forest-based manufacturing enterprises process a w de
range of materials fromthe forest. |In rural areas, nost
produce either wooden or cane/rattan furniture, builder's
woodwor k, agricultural inplenments, vehicle parts, and other
products of wood; or baskets, mats, and ot her products of
canes, reeds, vines, grasses, and simlar materials. Both of
t hese product groups serve predom nantly rural househol d and
agricultural markets for which they are usually the principa
sources of supply for processed forest products. A third main
enterprise type is that of handicrafts (especially decorative
ones), the outputs of which usually go largely to urban
markets, to tourists and sonetines even to export destinations
(FAO 1987) .



Table 2. Distribution of enploynent
activities in Rufiji District,

in crafts and extractive

Tanzani a.

Type of Activity Men

Craft activities .-
Carpentry & other

wood- based activities 2,761
Canoe maki ng 881
Mat maki ng 789
Basketry 978
Coconut oil production 420
That cher 2,644
Raffia 576
Extractive activities
Honey col | ection 450
Mangrove cutting 3,098
Loggi ng 262
Char coal production 5,011
Total in forest-based

activities 17,870
O her craft activities* 10, 348
Total in craft activities 28,218

12,177
737
4,295

596

17,977
4,532

22,509

Total for Region

2,761

881
12, 966
1,715
4,715
2, 806

586

450
3,098
262
5, 607

* Includes al
bl acksmi t hi ng,
grain mlling,

masonry, tailoring,

Sour ce: Havnevi ck 1980

salt

nonf or est - based activities such as

; ; jaggery,
bi cycl e repair and fi shing.

producti on,



Table 3. Characteristics of small forest-based manufacturing

enterprises in selected countries.

Jamai ca Hondur as

Share of total small enterprises
val ue added (% 47 16
val ue of production (% 49 14
Enpl oynent
total empl oynment (' 000) 10. 2 ---
famly menbers (% 82 51
worren enpl oyed (% 30 6
worren owners (% 32 10
Size of enterprise
wor kers per enterprise (no) 2.2 2
one- person operations (% 58 59
hone based (% 52 72
average i nvestnent (USS$) 3,030 1, 055
Economi c contri bution
rate of return on investment (% 33 42
net return to famly labor (US$) 2,494 1,221
return to famly |abor as % of

prevailing wage 164 156

) Egypt

Share of total small enterprises
val ue added (% 18 23
val ue of production (% 19 27
Enpl oynent
total empl oynment (' 000) --- 18
famly menbers (% 89 (41)
worren enpl oyed (% 31 ---
worren owners (% 65
Size of enterprise
wor kers per enterprise (no) 1.9 1
one- person operations (% 69 ---
hone based (% 76 ---
average i nvestnent (USS$) --- 431
Economi c contri bution
rate of return on investment (% 28 32
net return to famly |abor (USS$) 495 371
return to famly | abor as % of

prevailing wage 118 159

Si erra Leone Bangl adesh

18

73

(3)

3.8

255

Source: derived from Fi sseha 1987.

As is evident fromtable 4, there is considerable variation

bet ween countries -- even anong quite simlar countries.

In

regions within the forest zones other processing activities

can loomlarge within the total. In Wst Africa,
maj or forest-based product activities include pal m oi
processi ng, other forest food processing,

for example,

raffia and rattan

basketry, woodwor ki ng, charcoal production and soap production
i mportant activity,

(Fal coner 1990). Fish snmoking, another



depends on fuel wood, and cloth dyeing on bark and ot her

veget abl e dyes (Fal coner 1990). El sewhere, first-stage
processing of raw materials for industrial use is inportant --
e.g., treating rattan to protect it and inprove its color
(Beer and McDernott 1989), and the extraction of kernels of
fruits such as babacu pal m (May 1985).

Table 4. Conposition of the small forest-based manufacturing
enterprise group [note a] in selected countries (percent of
total nunber of enterprises).

FBSSI types [note a] Jamai ca Hondur as Zanbi a
Carpentry/furniture 23.1 71.4 14. 3

Wbod car vi ng/ banboo/ cane 12.5 0.2 11.9
Basket / mat/ hat naki ng

O her [note b] 0.9 17.8 13.5

FBSSI types [note a] Egypt Sierra Leone Bangl adesh
Carpentry/furniture 23.8 66. 8 27.2

Wbod carvi ng/ banboo/ cane - -- 5.9 11. 6
Basket / mat/ hat naki ng 23.8 32.4

O her [note b] 5.8 3.5 28.8

[Note a. Many enterprises do not specialize in the production
of one item so classification sonetinmes depends on the nost
dom nant or inportant activity.]

[Note b. The "Qther" category includes activities such as
sawm | | i ng and pitsaw ng, broom naking in Honduras,

fuel wood in Zanbia, agricultural tools in Egypt, and contai ner
maki ng and agricultural tools in Bangl adesh.]

Sour ce: based on Fi sseha 1987.

Smal | forest-based processing enterprises are characterized by
very small size, heavy reliance on entrepreneurs and nenbers
of their famlies for |abor, technological sinplicity of
operations, low capital intensity, limted industrial and
managerial skills, seasonality of activities (especially for
the smal |l est ones), and rural |ocational bias. The average
size of work force in the six countries featured in table 3
ranged from1.7 to 3.8 persons. Over half the units were
one- per son, househol d- based operations, and | ess than one
percent enpl oyed 10 workers or nore. Up to nine in 10 persons
working in the enterprises were the owners or nenbers of their
famlies, with the rest being nostly informal apprentices.
Wages are usually very |low, and working conditions poor

The typical small forest-based enterprise thus depends heavily
on inputs fromthe entrepreneur and his or her fanmly. VWhile
likely to be technically proficient in craft skills acquired
by working in other simlar enterprises, the entrepreneur
often lacks training in marketing or managenent but is
nevert hel ess forced to deal with these in addition to being a
producti on worker. Enployees are generally w thout formal
training in either the craft or nanagenent.



Such extreme smallness is nost pronounced anong forest-based
smal | enterprises processing nonwood raw materials such as
reeds and grasses; activities such as mat and basket maki ng
are predom nantly househol d based and usually enpl oy no
power ed equi pnment. Whodworking enterprises tend to be
somewhat |arger, and are nore likely to be organized on a
wor kshop basis with one or nore machines. Production is
rarely specialized and the products are nore often than not
made to order or in small batches, and work fluctuates
seasonally in line with the patterns of agricultural incone
and activities. This pattern of production does not allow
mar ked shar peni ng of any particular skill; the high cost of
formal training is another barrier to acquisition of skills
(FAO 1987) .

In addition to the enpl oynment and incone that they generate,
smal I manufacturing enterprises can introduce vital skills
into rural areas, conserve scarce managerial abilities,
pronot e i ndi genous entrepreneurial capabilities, and channe
into industry capital that otherw se would not be avail abl e
for investnment in this sector (Page and Steel 1984). The
limted evidence avail abl e suggests that some small enterprise
activities can be at least as efficient as their larger-scale
counterparts in the use capital and other resources (Liedholm
and Mead 1987). Furthernore, being small, such enterprises
are able to utilize valuable but scattered pockets of forest
resources that m ght otherwi se go to waste

Gat hering and Tradi ng Enterprises

Gat hering and selling forest products is an inmportant econonic
activity for many rural people. It is often inplied that the
collection of forest products as a major source of incone is
limted to forest-dwelling peoples. Wiile forest dwellers do
rely to a large extent on forest products, the forest product
gat hering and processing industries are far fromlimted to
this population. Table 5 indicates the nunbers involved in a
range of different situations.

Many agricul turalists supplenent their inconme through

gat hering and tradi ng forest products. The degree of

i nvol venent commonly depends on the alternatives avail abl e,

| abor availability, and access to markets and the resource.
The products collected vary with the conposition and

condi tions of the forest resource, and with demands from | oca
and in sone cases urban or export markets. In southern Ghana,
for instance, forest products that are gathered and sold

i ncl ude nedicines, fuelwod, resins, bushneat, snails,

mushr oons, seeds, fruit, honey, canes, and chewstick | ogs

(Fal coner 1991).

Because of their intermttent, often transitory nature,
gathering activities are less visible, and therefore |ess
easily identified and recorded. Information on overal
magni t udes and patterns of enterprise activity of the kind
t hat censuses and surveys have produced for processing
activities are therefore not avail able for gathering



activities. Wat follows is drawn from case study exanpl es
fromthe literature that illustrate the nature, dinensions,
and i mportance of enploynment and income fromforest gathering
activities.

Al t hough nost studies focus on products gathered for urban and
export markets, these may not be the nost inportant in termns
of contribution to rural inconme and enpl oynment, or of
quantities involved. Case study material suggests that the
bul k of trade in gathered forest products is |ocal--being sold
bet ween households or in village or other rural markets.
Baskets, mats, household and farm i npl enents, and forest foods
tend to feature heavily at this level. The fact that
produci ng and selling at this | evel escapes both census and
mar ket reporting mechani sns hel ps explain why they feature so
thinly in statistics and survey reports. The survey of smal
forest-based enterprises in Zanbia, for exanple, indicated the
exi stence of a total of 2,147 wood fuel enterprises at a tine
when | ocal i zed studi es suggested that probably 25,000 people
were engaged in this trade (Fisseha and Mlinmo 1986). It is
therefore likely that the magnitude of domestic trading in
such products is being generally underesti mated.

Table 5. Estimates of enploynment in forest-based activities.
Source (region)
Enpl oyment and activity

Tewari, 1982 (India)

Tendu | eaf collection provides part time enploynent to 7.5
mllion people; a further 3 mllion people are enployed in
bidi processing; 3 mllion people are involved in lac (resin)
production; 735,000 people earn incone from sericulture;

550, 000 peopl e are enpl oyed i n banboo-based craft enterprises.

Jha & Jha, 1985 (India)
126, 000 househol ds are involved in Tassar silk cultivation

Tandon, 1991 (Indi a)
Mat ch production by cottage industries enploys 50,000
peopl e, and small-scale factory production a further 195, 000.

Fi sseha & M1ino, 1986 (Zanbia)
25,000 are involved in the fuel wood trade.

Marks, et al., 1984 (Zanbi a)

48, 000 peopl e are enpl oyed in charcoal production (36,000 of
them are part-tine charcoal producers and traders); 11,500
peopl e are involved with bee-keeping; 96,000 househol ds earn
i ncome from handi craft production

Pel uso, 1986 (I ndonesi a)
83, 000- 100, 000 peopl e are engaged in collection, trade and
processing of rattan

Kaye, 1988 (Cote d'lvoire)
Esti mates 65,000 people are involved in rattan cane basketry
part-tine while 1,500 are involved full-tinme.



Schwartzmann et al., 1987 (Amazon)
Estimates that half a mllion people depend on | atex as
their main source of incone.

Browder, 1989 (Amazon)
Estimates 1.5 million people derive a significant proportion
of their income fromextractive activities.

Gat hering and trade in sone products has expanded greatly to
support growi ng urban popul ations. These donestic trade fl ows
have given rise to often conplex structures of producers,
traders, transporters, whol esalers, and retailers, that enploy
very | arge nunbers of people. A study of forest product
markets in lquitos in Peru identified approximately 5, 000
vendors of various forest products in the city in 1986, with

t he nunber having grown by nearly a quarter over the previous
year. These vendors were supplied by a network of

whol esal ers, |arge nerchants, and several |evels of buyers and
sellers dowmn to the village. 1In 14 villages in the region
that were surveyed, nearly all househol ds gat hered and sold
some forest products; nost selling to trading intermediaries
inthe village. The main products traded included fruits,

| eaves, and pal m hearts; bags, baskets, and other handicrafts;
thatch and other building materials; neat and skins; charcoa
and fuel wood; and nedi ci nal plants and fish (Padoch 1988,
1990) .

Simlar patterns exist el sewhere. Table 6 shows the situation
in Kumasi, in the Ashante region of Ghana, in which there were
on average 650 traders selling forest products in the city's
mai n market during the period it was being studied, with an
average of 70 traders bringing supplies in to the city daily.
The Kumasi nmarket serves as a hub for trade throughout the

regi on, drawi ng goods into a central point and redistributing
themto other markets. It was found that 68% of those inter-
viewed in villages in the region got part of their incone from
forest-based activities (Fal coner 1991).

The third main category of gathered and traded forest products
conprises conmodities that enter industrial use and
international trade. A nunber of forest products--e.g.

natural rubber and other exudates, fruits of various pal ns,
and various vegetable oils--have been produced in this way in
t he past, but nost such trades have been di spl aced by
donesticated or synthetic alternatives. One of the nost

i mportant such products at present, in ternms of traded val ue,
is the clinbing pal mrattan (subfam |y Cal anoi deae). Produced
in several countries of Southeast Asia (and with simlar
products harvested in other forest zones) the bul k of
producti on conmes from Kali mantan in | ndonesi a.



Table 6. Commonly traded forest products in Ashante and
West ern regi on markets, Ghana.

Foods: Col a nut Househol d goods:
Snai |l s Char coal Sponge
Bushneat Medi ci nes: Mortars
Frui t Leaves Spoons and utensils
Seeds Bar k Whoden trays
Spi ces: Seeds & Fruit Ginders
d oves Ani mal products Mat s
Nut meg Prepared tonics Basket s
Chewst i cks Mar ant aceae | eaves Tool handl es
Chew ng sponge O her food w appers Rubber balls

Sour ce: based on Fal coner 1991

Most production of rattan is by collecting househol ds that
harvest the rattan fromthe natural forest, and fromrattan
gardens that are nanaged as part of their shifting cultivation
system Rattan collection is thus just one of the activities
engaged in by the household; their involvenment being

determ ned by the demands and potentials of agricultura
activities, access to and relationship with rattan buyers, and
access to and property rights to rattan. Collectors sell to
village internediaries, who are conmonly merchants or
shopkeepers who provi de goods to the collectors, often on
credit to be repaid in rattan and other forest products.
Village mddl emen sell the rattan to river mddl enmen or trade
boat operators who in turn sell to urban buyers who function
as the link with industrial or export buyers. Traditionally
supply has thus invol ved networks of |ocal collectors and

i nternedi ari es bound by long-term (often debt-based) trading
rel ati onshi ps (Peluso 1986, 1992). Very |arge nunbers of
peopl e are involved in aggregate in this system (table 5), and
in 1987 I ndonesia exported 130,000 tons of rattan, val ued at
about US$200 nillion. 1In addition large quantities are used
donmestically (Beer and McDernott 1989).

The collection and sale of nuts and palmoil seeds is an

anot her inportant enterprise in many parts of the world. It
has been estimted that approxi mately 450,000 househol ds in
northeastern Brazil rely on cash earned fromthe sale of

gat hered and oil -processed kernels of the babacu palm
("Orbignya phalerata”). The majority of farners in the area
are poor tenants, and kernel collection is one of the few ways
they can supplenment their cash incone. Both nen and wonen are
i nvolved with the collection of babacu fruit though it is
primarily the women who are involved with oil extraction from
the kernels. The pal mal so provides many ot her products

i ncludi ng thatch, basketry, charcoal, and food (May "et al."
1985).



SMALL ENTERPRI SES AND HOUSEHOLD SECURI TY

The Contri buti on of Forest-based | ncone

Many rural househol ds have diversified i ncome earning
strategies, and are involved in nore than one principa
activity. Characteristically, forest-based activities are
only part of a household enterprise. In Zanbia 64% of those
enterprises operated by persons previously in farm ng were
found to be run in conjunction with farm ng, and 30% of them
with one or nore other small enterprise activities. O those
where enterprise activity is the principal one, 56%also farm
and 65% have other activities in addition to the forest-based
one (Fisseha and Mlino 1986). This close integration with
ot her household activities nmakes it very difficult to separate
out inconme fromthe forest-based activity, and even nore
difficult to define how it contributes to rural household
livelihoods. Few if any studies focus on how forest-based

i ncome is spent, nor on who spends it.

I ncome earning activities based on marketabl e forest products
may be seasonal or year-round, or may be occasi onal when
suppl enentary cash inconme is needed. The role of these
forest-based activities varies depending on the availability
and profitability of alternative enploynment (especially
agricultural tasks), the seasonal availability of the forest

products ("e.g"., fruiting seasons), the need for cash incone
("e.g"., for school fees), access to the forest resource
("e.g"., restricted hunting regul ations), the conposition and

condition of the forest resource, and access to narkets
(Fal coner and Arnold 1989, Beer and McDernott 1989).

For some, the forest-based activity nmay be the sole or

princi pal source of income. Rubber tappers in the Brazilian
Amazon provide an exanple where this was until recently the
case with a gathering activity. Sale of forest produce is
al so the principal source of incone in many hunting
communities. The larger and nore profitable processing
activities, such as wood working, and trading activities can
al so becone the dom nant household activity.

More wi dely, forest-based activities are engaged in part-tine
by farm househol ds whi ch cannot rai se enough to be food self-
sufficient year-round. A study of a lowand village in the
Phi i ppi nes found that 73% of the househol ds coul d not
generate enough food or cash incone fromagriculture to neet
their basic needs. Al village households collected forest
products for supplenmentary and emergency income; with nore
than hal f depending on rattan collection and tinber wage-| abor
as a primary source of livelihood (table 7). The average
earnings fromrattan collection was greater than the average
wage for agriculture or tinber production |abor (Siebert and
Bel sky 1985).



Table 7. Forest product activity by household rice self-
sufficiency [note a] in a Filipino village (percent of
househol ds) .

Forest Product Activity [note b]

Use by household rice self-sufficiency status [note c]
Low (n-14) M ddl e (n-27) H gh (n-22) Total (n-63)

Ratt an gat heri ng
57

37 9 32
Enpl oynment as tinber | aborer
33 36 37
Either rattan or tinber
79 48 41 52

[Note a. Household rice self-sufficiency refers to the
ability of a household to neet its rice consunption demands
through rice farm ng (whether irrigated or rainfed, or as
owner -cul tivators and sharecroppers).]

[Note b. At |ease one adult household nmenber (15 years and
ol der) gathers rattan on a weekly basis or accepts work as a
ti mber wage | aborer whenever work is avail able.]

[Note ¢c. Low no rice production; Mddle: up to 50% sel f-
sufficiency; high: nore than 50% sel f-sufficiency. Rice self-
sufficiency is a neasure of a househol d' s economic situation.]

In Sierra Leone, many people in villages near roads |eading to
towns were found to sell gather and fuelwdod part-tinme in
order to supplenent their household incone (Kamara 1986). On
average nore than half of the fuel wod collected by the
househol d was sold, with the cash incone earned pl aying

an inportant role in the agricultural cycle. Fuelwood selling
provided the first cash incone fromland cleared for rice
producti on; subsequently fuel wood collection for the market
was concentrated during the off-peak agriculture period,
provi di ng cash inconme in a period when food supplies are
generally at their |owest.

There are several dinmensions to the seasonality of forest-
based i ncone generating activities. Sone activities are
seasonal largely because the crop or material can only be
gathered at certain tines of year. The seasonality of others
is directed by the seasonality of other activities ("e.g.",
agricul tural production), or seasonally induced cash needs

("i.e.", school fees), or seasonal demand, linked to
avail ability of rural household cash incone.

The col l ection and processi ng of babacu pal mkernels is an
exanpl e of an activity geared to the seasonal slack period in
agriculture, which is also the period of nbst severe cash
needs. Incone fromsale of kernels was found to account for
39% of cash inconme and 34% of total household inconme during
this season (May 1985). Many of the poorer farnmers were
dependent on this cash for purchasing seed and other inputs
for the new season's planting.



Al t hough fuelwood is collected year round, there are often
seasonal peaks to its collection. 1In rural Sierra Leone,
Kamara (1986) found that the seasonality of fuel wood
collection was closely related to the fluctuations in | abor
requi renents for agricultural production. A study in the

Phi li ppines found that the majority of fuelwood sellers sold
wood for less than three nonths in the year -- partly due to

t he demands on | abor for other activities in other seasons and
partly because of transportation difficulties during the rainy
season (Hyman 1983).

Smal | manufacturing enterprises that produce for rura
consumers are exposed to the additional seasonal constraint
that incones, being agriculture-based, have a short peak
during which demand nay exceed their capacity to supply. The
resulting supply gap can provide an opportunity for externa
suppliers. It also forces small enterprises to invest in
capacity that remains idle nuch of the year. Lack of working
capital prevents small-scale enterprises from stocking
adequat e productive inputs to even out seasonal fluctuations
in their markets. Their practice of producing on a one-off
basis in response to individual orders also hinders themin
coping with a seasonal flush of demand that would require
organi zed batch or flow ine production (Arnold "et al." 1987).

The third role of forest-based activities, as a source of

i ncome that people can fall back on in tinmes of crop failure
or shortfall, or in order to cope with sone other form of
energency, can be very inportant. Mny accounts recount how
nore people engage in the gathering and selling, or
processi ng, of whatever forest product is traded locally
during difficult times. |In Ghana, for exanple, it has been
reported that "the greatest function that forests serve to
those living near themis a buffer: both environmentally and
econom cal ly. They provide products and opportunities for

i ncome earning at tines when other options fail" (Fal coner
1991).

Dependence of the Poor and Wnen on Forest-based | ncone

The characteristics of forest resources, and of many of the
commercial activities based on them render them accessible to
and appropriate for the poor. Wiile forest gathering
activities are not restricted to the latter, they do tend to
rely on these activities for nmeeting a greater share of their
basi ¢ needs. Forest resources have traditionally had
unrestricted access, and poorer people have thus been able to
exploit forests for marketable products. Simlarly, nost
smal | -scal e forest-based enterprises appear to be relatively
accessible to the poor, requiring little in the way of capita
or skills to enter

Nurer ous studies of different conmunities and situations
confirmthis greater degree of involvenent and dependence by
the poor. The information in table 7 fromthe study in the
Phi | i ppi nes denonstrates how enploynment in rattan collection
and | oggi ng i ncreases as the household's rice self-sufficiency



declines (Siebert and Bel sky 1985). Simlarly, Kamara (1986)
found in Sierra Leone that the fuelwod trade is donm nated by
poor er househol ds.

However, the poor are not always able to exploit the
opportunities avail able fromforest-based activities. 1In a
study in an area of Oissa (India) where production and trade
in forest products formed an inportant part of rura
livelihood strategies, it was found that the wealthier

cat egories of household collected and sold | arger quantities
of nost products, because they could spend nore tinme on
collecting. The disadvantage of shortage of |abor suffered by
t he poorer househol ds was often conmpounded by restrictions on
their access to the resource. Use of trees on village comon
| and was nonopol i zed by the rich and powerful, forcing the
poor to collect fromfurther afield (Fernandes "et al." 1988).
Declining access by collectors due to deforestation and
changes in | and ownership and control has been reported from
many countri es.

Many aut hors have al so noted that poor gatherers are often
expl oited by m ddl emen who control access to the market, or by
t hose who control access to the resource. This is
particularly a problemw th extractive commodities where
col l ectors depend on intermediaries both for access to markets
and for supplies of goods. In the worst cases, such as the
rubber tappers in the Brazilian Amazon, concessionaires
traditionally took advantage of the virtual nonopsony created
by their control of the rubber stands to keep the collectors
in a state approachi ng debt bondage (May 1992, Richards 1993).
Even in less exploitative situations, collectors have little

i f any bargaining power in their transactions with merchants
and traders, or with private owners and managers or public
officials who control access to the resource.

However, the widely voiced criticismof intermediaries in many
of these situations needs to be tenpered by recognition of the
difficulties, costs, and risks associated with trade in often
seasonal and perishable products, production of which is

wi dely dispersed across rural areas with limted transport
infrastructure, with l[ittle if any access to storage or credit
facilities, and serving poor markets in which |arge nunbers of
peopl e are seeking to derive a living fromthe trade. Such
mar ket systens may be inefficient and unstable, with sharply
fluctuating prices, but they are not necessarily exploitative-
-in the sense of internediaries capturing an exorbitant share
of the profit (Padoch 1988, 1990).

Nevert hel ess, prices to collectors are often a small fraction
of the market value. Conbined with unstable markets, this
means that sone forest product activities provide no nore than
mar gi nal and uncertain returns to the producer. Mre than
hal f of the persons engaged in the craft activities reported
onin table 2 were in activities such as mat and basket maki ng
that provided returns to their |abor equivalent to only about
a third of the m ni mum wage rate (Havnevick 1980). Thus,
whil e these forest-based activities provide sone neans of

exi stence to the poorest, they may not provide any neans for
future investment (either in forest gathering or agriculture),
or for inproving their quality of life.



The characteristics of easy access to the resource and | ow
entry threshol ds that enabl e heavy participation in forest-
based activities by the poor, nmean that many wonen al so depend

on forest gathering activities for income generation. In
addition, wonen traditionally use forest products to neet sone
of their household' s basic needs ("e.g.", fuelwod, nedicines,

and foods). Thus gathering of forest products for the market
can be acconplished in conjunction with other collecting
activities. Al so, forest product processing may often be
performed at or near hone, again allow ng wonen to conbi ne
these inconme earning activities with other househol d chores
("i.e.", child care). Since wonen are generally responsible
for feeding and clothing the famly they tend to rely nore
frequently than nen on forest-based activities for the

generation of income (Fal coner and Arnold 1989).

As is shown in table 3, the proportion of wonen in tota

enpl oyment in forest-based enterprises is high--both as owners
and enmpl oyed. However, their involvenent is concentrated in
particular activities. Wnen tend to be nore involved in

gat hering and tradi ng, while nmen dom nate many processing
activities. Wthin processing, wonmen usually dom nate | abor

i ntensive cottage industry activities such as mat and

basket making. In addition, they comonly are involved with
vendi ng forest processed products. Wrnen al so narket great
quantities of processed foods which may be based on forest
foods ("i.e.", traditional beers made fromforest fruits).
The fuelwood trade is also often dom nated by wonen; the
majority of fuelwood collectors and sellers being wonen in
many situations, though nmen tend to take over as the fuel wood
trade beconmes nore conpl ex.

Thei r dependence on the nore |abor intensive |owreturn
househol d- based activities neans that wonen tend to be
concentrated in the enterprise areas that are nost exposed to
shifts in markets, prices, or costs. They are therefore
likely to be adversely affected by some of the changes that
occur over time, as is discussed in the next section

SMALL ENTERPRI SES, GROMH AND CHANGE

The rapid rise in nonfarmenterprise activity that has been
recorded across all devel oping regions can reflect two quite
di fferent underlying developnments. In regions where rura

i ncomes are growi ng rapidly, consunption diversifies into nore
nonfood itenms, many of which will be produced in the rura
areas. The growth in small enterprise activity in this case
is likely to be acconpani ed by sharp changes in its structure;
novi ng away as wages rise fromlow return activities and into
hi gher return activities such as services. Wth inprovenents
in rural infrastructure and incomes, manufacturing tends to
becorme nore concentrated in somewhat | arger workshop scale
enterprises located mainly in rural settlenments and towns.
Gowmh in nonfarmactivity in econom cally stagnant regions,
on the other hand, conmes about as |abor that cannot find



enpl oyment in agriculture noves into the nonfarm econony,
bei ng absorbed principally in labor-intensive |owreturn
m croenterprise activities (Haggbl ade and Hazel | 1989,
Haggbl ade and Li edhol m 1990).

Smal| enterprise activities can be expected to occur where
there are dispersed raw materials, small markets or high
transport costs; where there are no di seconom es of snall -
scal e, or of labor-intensive production processes. One of the
reasons for the concentration of small-scale activities in the
forest-based sector is evidently the relatively renote, often
di spersed, occurrence of forest and tree resources across
rural areas. Another is that these resources can provide the
basis for production of a range of |ow cost products that
enter widely into the consunption patterns of |ow incone rura
househol ds--foods and nedi ci nes, fuel, building and packagi ng
mat eri al s, household and agricultural furniture and

i npl enents, "etc."

Change in the situation of small enterprises is likely to be
rel ated to changes in these underlying factors. Sone of the
products used in poor households are inferior goods,
consunption of which will decline as incones rise. The
markets for other products will be invaded as inproved rura
transport infrastructure reduces the costs of entry by cheaper
or better products--though others could increase their market
share as transport costs fall. Some of the production and
processing activities provide very low returns to the |abor
enpl oyed and will be abandoned as nore productive (or |ess
arduous) enpl oynent opportunities enmerge, and as rising |abor
costs--or rising raw material costs--erode their conpetitive
advant age (CGodoy "et al." 1991).

In the section that follows, we |ook at the evidence that
could shed sonme light on the question of which types of
activity are likely to prove sustainable and grow, and which
are not. In doing so it will again be appropriate to separate
gathering from processing activities, and within gathering to
consi der extractive activities serving external markets
separately fromthose producing for |ocal markets.

Processing Activities

The informati on about rates of growh in small enterprise
activity is very limted. The aggregate figures froma few
countries that are reproduced in table 8 show rapid grow h,
with forest-based activities generally growing at |east as
fast as small-scale manufacturing as a whole. However,
broader studies indicate that there is great variability
within totals (Liedhol mand Mead 1992).



Tabl e 8. Average annual growth rate in enploynent in smal
enterprises in selected countries in Africa (percent).

Bot swana Kenya Lesot ho

Wod & wood processing 27.6 27.6 5.6
Al'l manufacturing 11.9 26.3 4.0
Al enterprises 11. 4 21.2 5.9

South Africa Swazi | and Zi mhabwe
Wod & wood processing 43. 3 5.4 4.0
Al'l manufacturing 21.1 5.6 5.6
Al enterprises 23.9 6.6 7.4
Source: based on Li edhol mand Mead 1992.
O the two nost frequently occurring types of forest-based
enterprise, the limted evidence avail abl e indicates that
t hose based on wood grow faster than those based on canes,
reeds, grasses, "etc." The one-person mat and basket naking
activities that in nost countries account for the |argest
share of the forest-based total, in ternms of nunbers of

enterprises and persons engaged, are lowreturn activities,
exposed to severe | ocal conpetition because of their |ow skil
and capital entry thresholds. They therefore tend to be
abandoned as wages rise and alternative opportunities grow
They are also very vulnerable to outside conpetition from
factory made alternatives, as these becone nore readily and
cheaply available with inmproving road infrastructure. A study
i n I ndonesia, for exanple, found that homenmade banboo
unbrel l as and wooden cl ogs were rapidly displaced by mass-
produced products using nmetal and synthetic materials once

t hese becane available in rural nmarkets (Hadi 1992).

The greater level of both skill and capital needed for
successful entry into woodworking activities such as carpentry
and furniture making help explain their greater resilience and
viability. The study in Rufiji (Tanzania) reported on in
table 2 found that returns to labor in these activities were
roughly five tines greater than in mat and basket making
(Havnevi ck 1980). Data from other countries al so show
positive returns in small woodworking enterprises (Liedholm
and Mead 1987).

Whod- based enterprises are al so often exposed to increasing
conpetition, both locally and fromformal sector urban
producers. However, there are several strategies that such
enterprises can pursue in order to respond to changi ng supply
and market conditions. They can inprove technol ogy,
efficiency and scal e of operation by adding better tools and
eventual |y machi nes. They can concentrate on market niches in
whi ch factory products are not conpetitive, such as very | ow
cost basic furniture itenms below the price range of the latter
or high quality hand carved pieces. Alternatively, they can
focus on products in which there is no conpetitive advant age
from | arge-scal e machi ne production, such as hi gh val ue

handi crafts. Another approach is to specialize in a
particul ar product or process in order to get the advantages
of longer production runs. O they may use the inproved road
infrastructure to thensel ves penetrate other markets, in order
to increase turnover (FAO 1987).



An exanpl e of devel opnent based both on sel ecting market

ni ches above and bel ow those occupied by factory nade
products, and of specialization, is provided by the small -
scale furniture industry in Egypt. Even the manufacture of
itens such as chairs is distributed between different units
specializing either in particular parts such as | egs or seats,
or in different stages in the production process, such as
primary processing, assenbling or finishing (Mead 1982). In
north Thailand, small vill age-based entrepreneurs have taken
advant age of the inproved roads in their region to jointly
truck the furniture they produce to towns or busy roadsides
where they assenble and finish it for sale. 1In this way they
conpete effectively with furniture fromlarge urban producers
and have expanded their markets (Boongard 1983).

The decline in |abor-intensive one-person activities as rura
econom es prosper is of concern for the erosion of incone
earning opportunities that it inplies for the very poor, and
in particular for wonen. Wnen widely rely on their incone to
ensure the household' s food and wel fare situation. Though
they often capture a | arge share of some expandi ng areas, such
as food processing, and the trade and vendi ng of sone
products, they tend to be displaced from hi gher val ue forest
products processing activities. As the lac-turnery cottage
industry in India, for exanple, shifted increasingly from hand
| athes to nmachine | athes wonmen found it difficult to get
access to the necessary training and have been progressively
di spl aced and nargi nali zed (Canpbell 1991).

Gat hering and Trading Activities Wthin the Local Econony

The conmerci alization of gathered forest products is affected
principally by the growth in urban markets. Products that
were not previously sold in rural areas, such as fuel wood,
acqui re commercial val ue as urban demand energes, and
commer ci al products are traded in rapidly growi ng quantities.
As was noted earlier, this creates growi ng part-tinme i ncone
earning opportunities for rural collectors and hunters, and

t he emergence of enploynent, often on a considerable scale, in
trade and vendi ng.

Changes in the value of particular products have altered the
way they are used. Commercialization of some products is
acconpani ed by a decline in rural subsistence use of forest
products, and the diversion of supplies of sal eable products
fromuse by the collecting household to the market. Fruits,
meats and fuel wood feature widely in accounts of such

di version; for exanple, rising urban demand and prices for
bushrmeat in west Africa have led to overexploitation, and to
people in rural areas reducing their consunption just to what
t hey cannot sell (Fal coner 1990).

Gowmh in forest-based product trade also alters rel ationshi ps
and rights. As pressures on a resource rise, traditiona
rights of use tend to becone circunscribed or renoved. Sone
of the longer established trades, that were earlier based on
barter and credit-based personal ties of nutual obligation



are increasingly based on short-termconpetitively established
rel ati onshi ps of expedi ency (Beer and MDernott 1989). As
gquantities, and values, grow, urban traders and whol esal ers
tend to exercise closer control over their supplies by hiring
people to collect on their behalf rather than buying from

| ocal gatherers. Changes are also discernible in the bal ance
bet ween gender roles. As trade in fuel-wood, which was
traditionally controlled by wonen in nmany situations, expands
and becones nore conplex it tends to be taken over by nen.
Thus, though the growi ng intrusion of organized trading
systens into the rural areas as the value of forest products
rises may create additional rural enploynent and incone, it
can also divert control and access fromthose who earlier
benefitted fromthe production and trade of these products.

The strong growth in urban demand for forest products is

| argely based on products that formed part of rural use
patterns, and which continue to be consunmed as peopl e nove to
the towns -- despite the existence of urban alternatives that
m ght be considered to be cheaper or nmore convenient. In

sout hern Ghana, for instance, although the nodern substitute
of toothbrush and toothpaste is avail abl e every-where, 95% of
t he popul ati on use chewsticks; and conparison with an earlier
study suggests that there has been little change over the past
15 years (Fal coner 1991). Al though nmarket demand for such
products thus seenms well established, there nust be a question
mark as to how long they will maintain their position. The
experi ence of fast growi ng economes of countries in eastern
Asi a suggests that urban consunption of sone traditiona

forest products can decline rapidly as consunmer preferences
change with substantial increases in incone, and as rising
wages encourage rural people to nove out of relatively |abor-
intensive lowreturn activities.

Extraction and Trade in Industrial Products

In contrast to the major products traded and consuned
domestically, which generally face expandi ng markets, nopst
forest products gathered for sale for industrial use face very
uncertain market prospects. The history of extractive
products records that, once a product achieves conmerci al

i nportance, industry seeks to bring production and production
costs under control by replacing supplies fromw | d sources by
pl antati on sources or synthetics. The greater the success of
a product the nore likely this is to happen. The market for
the forest-based product then collapses. This boom and- bust
sequence may provide significant enploynment and incone
initially, but in the longer termis likely to be extrenely

di sruptive for rural econom es, encouragi ng people to nove
away fromnore diversified and | ess risky agriculture-based
livelihoods (Beer and McDernott 1989, Richards 1993).

Ol palmand rubber are but two of the many forest products

t hat have been largely displaced by production fromcultivated
sources. The babacu oil industry, once the |largest oil seed

i ndustry in the world based on harvest froma wild plant, has
declined rapidly since the md-1980s due to substitution by



synthetic detergents and less fatty edible oils (R chards
1993). Synthetics have al so replaced or greatly reduced the
market for a long list of other extractive products of the
forest that at one tinme figured prom nently anong the products
of one or other of the tropical forest zones.

Extractive supply systens are also threatened by
inelasticities of supply inherent in them \Wen, in the
1970s, demand for babacu oil seed was grow ng rapidly,
expansi on in production was constrained by the farmers' need
to give priority to their rice crop; labor for nut extraction
becom ng avail abl e only when weedi ng of rice had been

conpl eted. Supply therefore proved inelastic in the periods
of growth in demand, causing processors to shift from manua
to industrial processing. This led to nmen displaci ng wonen as
the main income earners from babacu (May 1992, Richards 1993).

The production of extractives in the Amazon basin has been
further disrupted by devel opments acconpanyi ng the buil di ng of
roads through the area. Wth inproved |Iinks between the
producer and market areas, trade in extractives becane |ess
dependent on networks of gatherers and internediaries. Mire
fundanental |l y, the enhanced | and val ues in areas opened up by
roads | essened | andowners' interest in extractive inconme, in
favor of other |and uses, so that gatherers were wi dely
deprived of access and had earlier usufruct rights w thdrawn.
I ncreased commerci alization and access to markets al so
expanded the range of options open to gatherers. Agriculture
becanme nore attractive, and job opportunities in towns led to
| arge scale mgration fromthe rural areas. The nunbers
engaged in extractive activities in the Brazilian Amazon have
been steadily declining, as people reduce their dependence on
lowmargin activities and products faci ng unstabl e narkets,
and a way of life that was "often poorly renunerated, |onely
and i sol ated" (Richards 1993).

The evol ution of production and trade in rattan in Kalimantan
shares sone of these characteristics, but in a nunber of
respects is proving nore robust. Collection is just one of
the activities practiced by producers, being usually conbi ned
with agriculture. Collector-trader relationships were | ess
exploitative than in the Amazon. Access to |land and the
resource was based on established |ocal rights rather than

| andl ord-tenant relationships. Rattan lends itself to
smal | hol der cultivation and was wi dely being raised in

i ndi vidual rattan gardens as well as being harvested fromthe
wild resource. The output, in addition to being sold to

i ndustry and exported, provides the raw material for a
substanti al househol d- based snmall enterprise activity in the
manuf acture of rattan carpets and ot her products (Wi nstock
1983, Peluso 1986).

Nevert hel ess, the system has recently conme under severe
pressure. As demand for other gathered forest products
declined in face of conpetition fromsynthetics, collectors
becane i ncreasi ngly dependent on sale of rattan--demand for
whi ch has been growing rapidly. Wth grow ng demand for
rattan, and the opening up of the forests in order to exploit
timber, short-termtraders entered the market, raising prices
to producers and stimulating increased harvesting. The



construction of industrial processing plants in Kalimantan has
rai sed output to levels that observers consider are unlikely
to be sustainable (Peluso 1992).

RESOURCE AND ENVI RONVENTAL | SSUES

| npact of Resource Depletion on Small Enterprises

The overcutting of rattan stocks reflects one of the nost

wi despread problens facing small forest-based enterprises.
Nearly everywhere users of forest products are faced with a
decline in the size of the resource fromwhich they obtain
their supplies. Shortages of raw materials are exacerbated
for small enterprises by their lack of working capital, which
prevents them hol ding stocks. Nor are they usually able to
invest in the resource itself. Their small size and sinple
technical base simlarly often makes it difficult for themto
substitute other materials when their traditional inputs
becone hard to obtain.

The principal causes of raw material shortages are usually
connected with devel opnents other than harvesting by or for
the small enterprise activities. Tinber harvesting in the
forest is likely to damage or destroy other conmponents of the
forest that provide products for small enterprises. d earance
of land for agriculture and pasture reduces the extent of the
resource, distances users fromrenmaining supplies, and is
likely to result in nore intensive use of what renains.

The opening up of forest areas is likely to precipitate other
changes that make inroads on the resource. As |ogging roads
were built in Kalimntan, alternative enpl oynent opportunities
energed, reducing interest in rattan collection (Peluso 1992).
The sane happened in the Amazon, where the road infrastructure
al so dramatically enhanced the val ue of agricultural and
pasture uses of forest |and, underm ning nany extractive
forest product activities--but stimulating those such as
babacu oil -seed production that could be operated on an

i ndustrial scale.

However, opening up of forest cover can also | ead to changes
in the plant and ani mal popul ations in the area that increase
the supply of sone products. For exanple, popul ations of
grasscutter, the rodent that forns a large part of the supply
of bushneat in west Africa, is found only under open cover; it
does not occur in the closed forest (Davies and Ri chards
1991).



Access and Use Rights

I ncreasing pressures on the resource are also related to

anot her wi despread change--restrictions or renmoval of users
access and rights to harvest. The greater part of the raw
material supplies that small forest-based enterprises use
comes fromland that they do not control--privately owned | and
or land controlled by private concessionaires, state |and
managed by forest services or other government departnents, or
common pool | and operated under collective control or w thout
any formof control at all (open access). They are therefore
very vul nerable to changes in |land use. Loss of use rights as
| and owners shifted to other |and uses, and wi thdrew rights of
access fromthe tappers and collectors, has been a nmajor
factor in underm ning rubber tapping and babacu kerne
collection in the Amazon. Lack of security of access to
future forest product harvests influences househol d deci sions
in favor of the short termresults to be obtained from
shifting cultivation rather than extractive activities (Pinez-
Vasquez "et al." 1990).

The conmerci alization of those of their outputs that were
previously collected for own use puts pressure on collective
managenent systens and encourages their privatization. Land
reformin India has transferred from conmunal control to
private ownership, and thereby fromforest product to
agricultural use, a very large part of the village | ands on
whi ch the poor depended for rmuch of their income, and for

fuel wood and ot her subsi stence bi omass products (Jodha 1990).
The example fromOissa cited earlier (Fernandes "et al."
1988) is but one of many where, even when the resource renains
in the public domain, as its value rises access to the harvest
is effectively captured for the benefit of just the wealthier
and nore powerful within the community.

There are al so nunerous instances where use or harvesting
rights to particular products on private |and--for exanple
fuel wood and post harvest grazing--are w thdrawn once those
products acquire significant market value (Jodha 1990,

Fal coner 1990, Beer and MDernott 1989). Though villages in
Kal i mantan still retain rights to rattan and other forest
products on adjacent lands, in practice they are now often
unable to exercise these rights in the face of gangs of
collectors retained to procure supplies for the rattan
processing factories, or uncooperative |ogging conpanies wth
rights to harvest tinber on the sane area (Peluso 1992).

| npacts of Harvesting by Small Enterprises

Sonme small enterprise activities can be as destructive of
forest resources as other forns of deforestation--notably

f uel wood harvesting and charcoal production. Nunerous

i nstances have been docunmented of regions close to | arge urban
centers that have been denuded of tree cover to supply wood
fuel markets. The inpact of nost small enterprise activities
though is nore selective, with the inmpact varying widely with



the type of product, harvesting, and parent resource. The
felling of whole trees of "Garcinia epunctata” and "G

af zel i a" that provide the |1 ogs fromwhich the chewsticks of
Ghana are produced is likely to have a quite different inpact
on the sustainability of the resource than the harvest of
canes and rattans, which can regenerate readily and regrow in
a few years, or the harvesting of the | eaves fromthe species
in the Marantaceae famly that are widely used in Ghana for
food w appi ng--a product that can be harvested repeatedly from
the plant w thout destroying it (Falconer 1991). However,
rapi dly growi ng demand can result in unsustainable harvesting
of even the nost readily regenerated resources.

The inpact of harvesting will also vary with the frequency of
occurrence, and distribution, of the resource species. The
"acai" palm (edible fruits and pal mhearts), which is the
forest product with the | argest narket value at present in the
Amazon, is largely confined to the linmted area of floodplain
forests in the river basin--as are several other of the
econom cal |y sought after Amazon species (Anderson and loris
1992). The concentration of research studies in such rich
areas ("e.g.", Peters "et al." 1989) can therefore give the

i npression that the occurrence and concentration of forest
products of commercial value is much greater than it is

(Ri chards 1993).

The sel ective reduction or renoval of particul ar species by
product harvesting can al so have knock-on effects on the
forest that could affect its econom ¢ and ecol ogi cal val ue.
The increase in hunting of forest aninmals as markets for
bushmeat (and ot her ani mal products) have grown, has been
concentrated on the larger animals. A recent study has

poi nted out that many of these play inportant roles in seed
di spersion, herbivory and predation--and that their renoval
can have striking effects on the ecol ogy of the forest
(Redford 1991).

The Shift in Tree Resources from Forest to Farm

In addition to the donestication as plantation crops of a
nunber of species of considerable econonic inportance, such as
rubber and oil palm there has been growi ng donestication of a
wi de range of forest species at the farmlevel. As public

[ ands di m nish, and the natural resources on themrecede or
are degraded, or are withdrawn fromuse by outsiders, farnmers
have shifted to managing trees on their own |and. They have
done so by protecting, planting, and managi ng trees of

sel ected species of inportance to them (Arnold and Dewees
forthcom ng).

Recent studies in Wst Africa have found that the bul k of
forest products gathered are in fact collected fromfall ow and
farm bush and other fornms of tree cover that are managed to
encour age desired species (Davies and Richards 1991, Fal coner
1991). The babacu pal min northeast Brazil has |ong been
integrated into |l ocal farners' shifting cultivation system
(May "et al." 1985), and farners in the floodplain forests of



t he Amazon area manage themto favor the economically nore
val uabl e species they contain (Anderson and loris 1992).
Planted fruit trees appear everywhere at a very early stage in
agricultural settlenment, and as natural tree stocks di m nish
t he amount and range of planting generally increases. Though
the main inpetus for this domestication is to nmeet househol d
needs, it can include species intended for nonfarmenterprise
activities. The expansion of household level cultivation in
Kal i mantan of rattan, first as rattan gardens incorporated
into shifting cultivation systens, and then as a smal |l hol der
crop, illustrates the inpact that commercialization can have
on encouragi ng production of products that are suitable for
cultivation at this scale and | evel (Godoy and Feaw 1991

Pel uso 1991).

PCLI CY | SSUES

Smal| enterprises in general have to operate within a policy
environnent that is oriented towards |arge nodern sector

i ndustry. Thus, small enterprises often face subsi dized
credit allocation regulations and tax concessions ai nmed at
firns above a particular size. Even where such overt
restrictions do not occur, licensing and other burdensone
bureaucratic procedures tend to exclude them from access to
avai |l abl e i ncentives or assistance (Liedhol mand Mead 1987).
A widespread issue is therefore to achieve a nore neutral
policy environment, in order to renove inadvertent bias

agai nst the small enterprise sector

Wthin the forest products sector, mneasures favoring formal
sector firms could bias conpetition against small enterprises
produci ng conparabl e products. The Indonesian ban on rattan
exports, for exanple, encouraged investnment in factories to
produce a product, rattan carpets, already produced wi dely at
a cottage industry level. Although this was very successfu
in raising donmestic production, and created considerabl e

enpl oyment, it also caused prices of rattan raw material to
fall, affecting returns to gathering and tradi ng enterprises,
and to small hol der growers of rattan

Wthin the small forest-based enterprise sector, entrepreneurs
t hensel ves nost commonly cite finance as the principal problem
they encounter in maintaining their conpetitive position, with
raw materi al shortages being nmentioned nost often as the
second nost inportant (table 9). Finance, however, while a
real problemin its own right, is also often a synptom of
other difficulties which can include insecure and intermttent
markets and raw material supplies, lack of suitable tools and
skills with which to inprove productivity, nanageri al
weaknesses, and inability to nake effective use of available
support services (FAO 1987).



Tabl e 9. Ranki ng of entrepreneur perceptions of main problens
facing small forest-based manufacturing enterprises.

Probl em ar ea Ranki ng of problem

Jamai ca  Zanbi a Egypt Sierra Leone
Fi nance 1 3 -- 1
Raw mat eri al 2 1 2
Dermand/ mar ket 3 4 2 3
O hers -- 1 3 --

Sour ce: based on Fi sseha 1987.

O these factors, market prospects and ability to achieve | ow
production costs are likely to be the nost inportant. Small -
scal e forest-based processing activities are therefore likely
to benefit frominterventions that focus on these factors.
Wthin the forest-based aggregate, support activities need to
differenti ate between the mcro household units, many of which
use nonwood raw materials, and the somewhat | arger and nore
technol ogi cal | y advanced group of woodworki ng enterprises
operating at a workshop level. VWhile the latter may be able
to benefit fromcertain existing support services the fornmer
will usually not be able to and will require other nodes of
assistance. In addition, enterprises that are in the process
of moving up fromthe household to the workshop scale are al so
likely to require special attention, as they nmay be unable to
use effectively the support appropriate for either the mcro
or the workshop-scale units.

The greater part of the support needed is likely to be best
provi ded by existing organi zations that assist small rural
enterprises in general, rather than by setting up special
extension entities for those enterprises producing forest
products. Extension services usually already exist to help
smal |l enterprises inprove their access to fornmal sources of
finance, to provide market and product information, and to
train entrepreneurs and their enployees in technical and
managenment skills. However, the micro units that figure so
promnently in the forest-based aggregate are unlikely to be
able to make use of these services unless they are grouped
together, and will probably need help in doing so (FAO 1987).

Initiatives focused nore narrow y on forest-based enterprises
may be required in order to alleviate their raw materi al

probl enms. These are often worsened by unfavorabl e forest
policies and policy enforcenment practices--which can include
unf avor abl e harvesting controls favoring tinmber production
exclusive allocation of tinmber to |arge users, conplicated
licensing or auctioning procedures, plus demands for heavy
deposits or other insurmountable preconditions, high prices
due to state nonopolies, and nonopoly distribution systens.
In a survey anong furniture makers in northeast Thail and, for
exanpl e, problens with forestry regul ations were cited by
nearly half the enterprises as the main negative factor
affecting their operations (Boongard 1983).

Sonme of these distortions reflect the pressures on forest
services to produce revenue from forest products di sposal
this is nore easily achieved froma snmall nunber of |arge



enterprises than frommny small ones. Simlarly, nmany users
of the forest are nore difficult and costly to control and
service, raising difficult issues of howto ensure
conservation of the resource and environmental stability.

Perhaps the main factor eroding both small enterprise access
to raw materials and consequent overexploitation and resource
degradation is the progressi ve weakeni ng and breakdown of

i ndi genous control and nanagenent systens. Collapse of |oca
collective control, erosion of rights of access and usage, and
privatization of previously comobn pool resources are anong

t he devel opnents that have had adverse consequences of this
nature. Underlying themare an array of powerful econom c and
political forces that are difficult to reverse or arrest--as
has been evident from opposition to noves to provide | ega
enforcenent of collectors' use rights in extractive reserves
in the Brazilian Amazon. The case for strengthening user
rights is likely to be strongest where the economic case is

al so strong; securing their access to the resource may not be
of much benefit to producers if this still |eaves themfacing
unst abl e markets and uncertain returns.

The decline in availability of forest resources in the public
sector is focusing increasing attention on the creation of
tree resources in the farmsector. Policy related issues

af fecting the devel opnment of farmtree products that could
supply small enterprises include the inpedi nents caused by
regul ati ons that inpede private production and sal e of wood,
and pricing policies that subsidize conpeting supplies from
state forests.

DI SCUSSI ON AND CONCLUSI ONS

In the nore heavily forested areas within the devel opi ng
worl d, collection, processing and trade of forest products are
usual ly the main source of nonfarmincone, with much of the
rural popul ati on depending upon it to sonme extent. In al
devel opi ng countries, even those with little in the way of
forest resources, snall forest-based enterprise activities
formone of the |argest sources of rural nonfarm enpl oynment.
Most such activity constitutes just one of several activities
carried out by the household, part of a diversified |ivelihood
systemthat enables themto adjust to seasonal or intermttent
fluctuations in agricultural income.

Enpl oynment in forest-based activities is often grow ng
rapidly. In considering howit is likely to evolve in the
future, and what interventions mght be needed, it is

i mportant to be able to distinguish between those activities
that have the potential for sustainable and viabl e devel opnent
when exposed to the pressures of growth and change, and those
that are unlikely to be able to do so. In pursuing this aim
it is useful to distinguish three different basic situations
wi thin which small enterprise activities are prom nent:



* in econom es where popul ation is growi ng faster than per
capita incomes, growth in nonfarm enploynment reflects its
function as a sponge; absorbing people unable to obtain

enpl oyment, or sufficient enploynment, in agriculture in |abor-
intensive lowreturn, typically househol d-based activities
such as collecting and mat naking;

* in situations where per capita incones are rising, smal
enterprise growh is likely to be in activities to neet
growi ng and diversifying rural demands, and in higher-return
activities such as vending, trading and other service roles;
this is likely to be acconpani ed by a reduction in the share
of lowreturn activities; and

* overlapping with the other two, forest-based activities
often play an inportant buffer role during the process of
grow h and change; providing a source of income on which rura
peopl e can fall back during periods when crop failure, poor
markets or prices, or other setbacks, adversely affect their
[ivelihood system

These different situations evidently have different

potentials, and limtations, and call for different responses.
Many of the lowreturn activities typical of the first
situation defined above offer no nore than a marginal, fragile
livelihood, and sel dom provi de a base for sustained

i nprovenent. They are commonly available to the poor because
they are in isolated regions or because their extraction and
processing is difficult and/or unpleasant. Support to such
activities once higher return or |ess arduous alternatives
energe coul d i npede the energence of better livelihood systens
for the participants.

On the other hand, in the situations where they are found in

| arge nunbers they can still be hugely inportant, in
particular to wonmen. Providing support to such activities in
situations where they are still the best, or only, alternative
faces the particular difficulties of hel ping mcro-
enterprises. It is also activities at this level that are

nost threatened by broader shifts in use of [and and | and-
based resources, and by the political and institutiona
changes that reduce people's access to resources or markets
and that are likely to require interventions at the policy
rather than sectoral level. The reasons for doing so may be
nmore humanitarian and strategi c than econom c (Hecht 1992).

As rural nonfarm economn es devel op away fromthis basic
situation, other issues arise that can have consequences for
intervention strategies. 1In the first stages of expansion
beyond househol d operation, small enterprises may fail because
of the added overhead expenses of creating and maintaining a
wor kshop infrastructure, and the loss of the inplicit subsidy
derived fromoperation within a household. Access to |ong-
maturity finance may be crucial at this stage for those
enterprises that have a potential to expand.

Anot her matter of concern is the reduction in incone earning
opportunities for wonen in small forest-based activities that
seens to occur as devel opnent takes place. Not only do



activities that they dom nate, such as mat naking, decline in
size and inportance, and ot her wonen-dom nated activities such
as fuelwood selling get taken over by nen as they becone nore
commerci al i zed, but wonen all too often have difficulty in
getting access to enploynment in expanding nore dynam c
enterprise activities. Particular gender-focused

i nterventions nmay be necessary to overcone this.

In exam ni ng experience to date, the small enterprise
activities that have grown consistently tend to be those that

(1) involve products that are staples of donmestic demand, such
as fuel wood, processed foods and furniture;

(2) require certain skills or inputs, or involve flexible
producti on processes that can be upgraded and expanded
readily, or that do not suffer disecononies of small-scale of
operation; and/or

(3) use raw materials that are wi dely available, or that
regenerate readily and qui ckly, and/or that can be brought
under | ocal or household managenent.

However, while this may provide useful pointers to longer term
potentials, it is clear that growmh of activities that exhibit
these characteristics will continue to be acconpani ed by a
huge nunber of other, often nore transitory or |ess robust,
enterprise activities that energe in response to needs and
opportunities in particular situations and particul ar stages
in the devel opnent process.

NOTES

1. This paper draws in part on an earlier study on small-scale
forest-based industries carried out with Yacob Fi sseha and
Maf a Chi peta, and on a study on incone and enpl oynent,
forestry and food security with Julia Falconer. Both studies
were supported by the United Nations Food and Agriculture
Organi zation. Research for the present paper has been carried
out with the assistance of |an Townson
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