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The Organizational-Economic Mechanism of Management in Timber Industry of Well-forested region: Development from Rent to Concession

In this article the organizational-economic mechanism of forestry sector management of Khabarovsk territory is considered. Level and efficiency of timberland rent and a direction of formation of concession are analyzed.
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As the basic object of the analysis is the model of management of forestry sector of economy of Khabarovsk Territory which is today characterized by the importance of the ecological factor and of the essential changes in institutional laws. The maintenance of changes consists in their orientation on creation of the regional forestry policy which purpose in the sustainable development [1, 2, 3, 4].
Development of organizational structures of management by a timber processing complex of the Khabarovsk territory has passed a way from formation of Forestry and timber industry Department in regional administration through the creation of state enterprise "Khabarovskglavles" which in 2001 has been transformed to an administrative structure – Regional main timber industry management Department; the last was transformed to the Ministry of the timber industry of the Khabarovsk territory. 
The period of time between 1993-1997, when management of forestry was actually carried out by the administrations of areas, can be defined as the decentralisation period in the system of the forestry relations which problems have been eliminated by the acceptance of the Forestry Code and the new model of federal relations based on joint competence of the Russian forests. 
Creation of "Khabarovskglavles" was a reflexion of strengthening of the state influence on processes in a forestry complex of Khabarovsk Territory [5]. Its primary goals were defined as coordination of enterprises activity and working out an industrial policy, that is, this formation was considered as the administrative regional structure rested with functions of management of the state enterprises, export regulation and formation and realization of a forestry policy regulations for the purpose of sustainable development. 
Along of consecutive advocacy of commercial interests of timber merchants  "Khabarovsglavles" has turned to the agency and logistical centre and could not realise effectively its main function –co-ordination in timber industry. It is possible to name this period of time (1997 – 2004) a stage of directive federalism in forestry relations during which it was not possible to create a competitive forestry complex.
Changes in distribution of powers between Federative centre, the subjects of Federation and municipalities, cancellation of elections of chief executives in the subjects of Russian Federation have predetermined the period of centralisation of forest administration (2005-2006). During the conferred period all powers of forestry fund governance have been transferred to federal enforcement authorities, namely: to the Ministry of natural resources (function of law enforcement and governance), to Federal agency of a forestry (function on management of timber fund), Federal Agency of supervision in the sphere of natural resource management (control).
The period of centralisation of forest administration is marked in Khabarovsk Territory by system transformations in management of a timber industry and defined by the increase in the role of the Ministry of timber industry. At this time the most important functions of the Ministry were the functions of management by developing and improving Timber industry complex Act, but it has no possibility to realise them. 
In 2005 to the Ministry functions of timber resources use were added ecological ones – the organization of forest fires prevention at the expense of subventions from the federal budget. 
The analysis of results of the fire-dangerous period of 2005-2006 has confirmed the expediency of putting on this work on the Ministry of the timber industry of Khabarovsk territory [6].
At this stage in the head of a control system support of processes of formation of structures and mechanisms of management of the economy, capable to work effectively becomes a forest complex of the territory. System consequences of the short period of centralisation of management to estimate difficult, clearly one, as notices prof. A.P.Petrov, subjects of Federation have actually lost possibility to participate in  forest management [7]. 
To eliminate existing problems of the inefficient functioning of forest complex the powers of subjects of Federation have been expanded, together with the economic mechanism of execution of powers at the expense of subventions from the federal budget.
Since 2007 all responsibilities on forestry conducting were delegated to subjects of Federation, that means there has come the decentralisation period of forest management. In particular, it is necessary to transfer timber enterprises to territories, to find additional local resources for their maintenance. 
Functions of forest administration are transferred to territories, directly to the Ministry of natural resources of Khabarovsk Territory in the structure of which the forestry Central administrative board is formed for these purposes. 
For this purpose behind forestry state structures the minimum quantity of functions – only those from them which cannot be given on execution to the external organizations – is left. All the rest is shifted on external structures – contract employees.
At a transfer of function forest management on regional level, system development of a forestry complex is based probably only on the regional forestry policy and its strict performance and administration in all directions. A central element in management of forestry complex is the maintenance of the admission of business to forestry resources by means of development of civil-law, contractual or rent relations on the basis of social economic and ecological criteria within the limits of regulating procedures. As a component of organizational methods are contracts which in civil law are defined as the agreement on an establishment, change or the termination of the civil rights and duties Act.
In natural resource management they are presented, at least, in three forms: the contract on complex natural resource management, voluntary ecological agreements or programs, rent or concession agreements [8, 9, 10]. It is also possible to carry agreements on investments in timber processing [11]. At the heart of rent and the voluntary ecological agreement the contract acts as a civil law element, it makes related lies and unites them.
Rent is a contract according to which the lessor undertakes the obligation to give to the tenant property in time possession or in time using for a payment. Object of rent, according to the Civil Code of the Russian Federation (items 607), can be the ground areas and other natural objects which do not lose the natural properties during their use (inconsumable things). With reference to forestry loss of the "I am" compensated by a guarantee of restoration of forestry. Timberland rent is defined as paid urgent using a site of forestry fund for realisation of one, several or all kinds of using on treaty provisions between the lessor and the tenant. Its main principles are voluntariness, equality, promptness, payment, and also presence of trunk-call procedures and the compromise of interests of all participants.
That is rent of sites of forestry fund, on the one hand, including realisation of several or all kinds of using, means complex or multi-purpose forest management and by that represents the contract form on complex natural resource management. On the other hand, timberland rent as the form of interaction of forestry business and the bodies of a forestry responsible for preservation and increase forestry biogiocenosis, is interfaced to the voluntary ecological agreement and is filled with economic mechanisms (rent forestry payments).
The beginning of rent relations in our country is necessary for 1993 when forestry have been considerably changed. Changes were caused by cancellation of fastening of forestry raw-material bases for timber industry enterprises and introduction of institute of rent of forestry fund that has been connected with introduction of Bases of the forestry legislation, and then and the Forestry Code of the country.
The first agreements on rent have been issued in 1991 in the Irkutsk region to the Position exit about rent of sites of forestry fund [12]. Today forestry rent is the basic form of the organisation forest management in our country as the share of timber cuttings in the rented sites of forestry fund makes about 69,0 % of volumes of timber cuttings. Thus existed and the tendency of growth of volumes of timber cuttings on rented sites of forestry fund continues to take place at decrease in rates of increase of volumes of timber cuttings as a whole.
From the beginning of introduction of institute of rent the volume of timber cuttings on the rented forest plots has grown in 4,2 times. In this respect the Far East takes the second place, conceding superiority to the Northwest on which it was necessary in 2006 39,0% of volume of "rent" timber cuttings
.
The greatest relative density of the forestry fund lands transferred in rent, in a total area, is necessary on the Northwest (33,5%), the Central (about 35,5%) and the Privolzhsk regions (17,8%). 
The major characteristic of sites rent of forestry fund are an indicator of «relative density of the forestry fund which is in long-term rent (term over 10 years), in a total area of tenantries». Practically in all regions of the country long-term using makes more than 60% of a total area of rent. Long-term rent is the dominating form of the organisation forest management in the Far East – 93,4%, thus the maximum of the given indicator takes place in Khabarovsk Territory and in Republic Sakha (Yakutia).
Following direction of an estimation of a level of development of rent relations in use and reproduction of forestry, is the measure of participation of tenants forest resource users in reproduction of forest resources. This measure is estimated by a synthetic indicator 1) «relative density forestry the works which are carried out by tenants, in their total amount», and also indicates 2) «relative density the reforestation works which are carried out by tenants, in their total amount» and 3) «relative density cuttings of the intermediate using which are carried out by tenants, in their total amount».
Almost in all regions timber merchants conduct reforestation in the rented forestry fund, more than 26,0 % of restoration of forestry had been executed by them in the country. Most active in reforestation process are lumberers of the Northwest, Far East and Siberian regions in whom the share of reforestation, carried out by tenants, in their general volume, makes accordingly – 52,5%, 37,0% and 24,0% participate. The greatest amount of works on reproduction of loess is necessary in Kareliya (92,0%), Komi Republic (37,0%), Arkhangelsk (86,0%), Leningrad (47,0%), Vologda area (on 34,0%), and also Khabarovsk territory (65,0%).
Relative density of felling of the intermediate using which are carried out by tenants, makes about 10,0% of their total amount in the country. Such a low level of participation of tenants in felling of intermediate using speaks loudly that leaving felling in timber enterprises always were income felling. We think that after real division of industrial and administrative functions in forestry sector this process will develop more successfully.
Profitableness of rent relations can be presented in size of rent forestry payments about 1 hectare of the forest area which is in rent or size of forestry payments with 1 м3 of logging increased. Level of profitableness of rent relations forestry is very low on all regions of the country, owing to low rates of forestry payments in our country. It (profitableness level) fluctuates from 48,0 rbl. / hectare in the Far East and to 112 rbl. / hectare in Northwest region; high enough level of payments is in the Southern federal district (305,0 rbl. / hectare) where valuable breeds prevail, and the steady raised demand for forestry exists.
Other indicator of efficiency of the rent relations covering use and reproduction of forestry resources, is the relation of rent payments to forestry expenses (rent effectiveness ratio), this parity can be considered as absolutely, totally, and rather, on resource unit.
Values of an indicator of efficiency of forestry rent on the country, defined on the one hand, as a profitableness level of forest management, and with another, - as a level of intensity of a forestry, strongly vary. 
The maximum size of an indicator takes place in the Northwest (84,6%) and in the Far East (52,8%), and minimum – in Uralsk Federal district (14,2%). Efficiency of use and reproduction of forestry resources in the country in the conditions of rent forest management are rather low. 
Distinctions in efficiency of rent, are defined by level of economic development of region, processing presence, demand and econo term mic availability of resources, and level – low rates of forestry payments in our country.
In Khabarovsk Territory
, as well as in the whole country, inconsistency of reforming is observed, first of all, in the financial and economic mechanism of rent relations that is expressed in low level of payments and neediness of a forestry of means for reproduction of forestry [14, 15]. 
So, in 2003 in Khabarovsk Territory the minimum rates of payments on the basic breeds have been raised 5 times, for the purpose of stimulation of processing of forestry, but in 2004 power on an establishment of rates of forestry payments have been transferred to federal level. During the same time the term of rent has been increased and local authorities participation in its administration was cancelled.
In Khabarovsk Territory, owing to understanding its management of the factor of time, the rent extra charge is differentiated depending on the rent term: in shor-  term rent (from 1 till 5 years) the extra charge makes up 46,0 %, in middle - term rent (from 6 till 25 years) – 40,0% and at long – term rent (from 26 till 49 years) – 35,0% from the minimum rate of payments for 1 м3 forestry on a root. 
In our opinion, at very low level of forestry payments does not adequately stimulate long-term rent, more effective mechanism of regulation are agreements on investment of means in processing.
The average term of rent in the system of long-term forest management is a well capacious and complex characteristic of the development of rent relations in the regions, for this characteristic testifies stability in forestry relations system and favorable conditions for investment in perspective development of the enterprises of tenants. In particular, the average term of rent is considered as the characteristic of organizational-legal making investment appeal of the forestry enterprises [16]. Us rent term paid off as average. In the first case as the weight of the quantity of rented sites, in the second – as annual cut.
Now the steady tendency of decrease in average term of rent is observed. It is defined in the conditions of Khabarovsk Territory by domination of average rent and makes the size corresponding to value of the higher threshold of average rent – 27 – 30 years. 
It shows that factors of decrease in rates of payments depending on term of rent do not create appropriate stimulus to the conclusion of long-term rent. There is an appreciable and unequivocal displacement of accents in favour of average rent (6 – 25 years), its share increases in total amount of annual cut from 44,6 % in 1994 to 61,1% in 2005, and as a crisis point acts 2000 (fig. 1).
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Fig. 1. Distribution of volume of annual cut of the rented sites of timber fund depending on rent kinds
Accordingly, the share of the long-term rent (more than 25 years) consistently decreases from 55,4% to 36,7%. The share of short-term rent (till 6 years) is stably small, its maximum does not exceed 4,4% (1997) and today it makes about 2,0%.
However, it is necessary to note the weak tendency of growth of a share of the long-term rent recently. So since 2001 on 2005 its share has increased from 0,6% to 2,2%, i.e. 3,67 times. 
Obviously, long-term stimulus for the decision of perspective problems of the forestry enterprises of the territory is connected with the general political stability and social and economic development in the country as a whole, and with the further development to the maturity of forestry administration and rent management in Khabarovsk Territory. Similar tendencies take place and in the analysis of the distribution of the quantity of the rented sites by forms of rent which are allocated depending on its terms.
Dynamics of timber annual cut and volumes of timber cuttings in a lease term, and also the quantity of forest plots transferred in rent in Khabarovsk Territory have the steady tendency of growth which is slowed down recently, owing to decrease in rates of development of timber cuttings in whole (fig. 2).
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Fig. 2. Dynamics annual cut and volumes of preparations 
in a lease term
As a positive tendency we consider: de-concentration or dispersion the rented timber resources (measured by quantity of sites on 1 tenant) decreases. On the other hand, decrease in the average size of 1 site of forestry fund about 56000 hectares in 1994 to 50400 hectares in 2006 is observed; the factor of a variation defined as the relation of the maximum area of a forest plot to minimum, makes 1,25. In our opinion, this circumstance, reduction of the average size of a rented forest plot, is the essential factor limiting growth of concentration of logging manufacture.
Rent of sites of forestry fund as the major organizational-economic management method in a forestry complex, becomes the prevailing form of the organisation long-term forest management in Khabarovsk territory. 
On its share it is necessary more than 90,0% of volume of timber cuttings, thus, the higher is forestry potential and the level of forestry processing, the higher is its importance. However, if to consider all Russian forestry potential as a whole, rent relations capture only 8,0% of forestry in the country. Among the indicators of rent productivity in forest management the important place occupies the level of use of the forestry potential, in particular the resolved volume of annual cut. Level of annual cut of timber in the country makes about 60%, and about 76,0% in Khabarovsk Territory (tab. 1, fig. 3).
Table 1
Use of forestry resources on rented sites across Khabarovsk Territory
	Years
	Quantity of sites

	Total area, hectare
	Operational stock, thousand in m ³
	Annual cut, thousand in m ³
	Actual volume of logging, thousand in m ³
	Use the allowable cut, %

	
	
	
	total
	including coniferous
	
	
	

	2001
	195
	9908398
	650526
	557713
	8436
	5751
	68,17

	2002
	219
	10080206
	647007
	550862
	9104
	6701
	73,61

	2003
	219,0
	10257739,0
	653472,0
	554045,0
	9245,0
	6797,0
	73,52

	2004
	215
	10408208,0
	664353,0
	562541,0
	9463,0
	7018,0
	74,16

	2005
	181
	10528500,0
	670407,0
	564180,0
	9343,0
	6750,0
	72,25

	2006
	235,0
	14233842,0
	844396,5
	719255,9
	9929,0
	7528,4
	75,82



Thus the steady positive tendency of growth of the given indicator simultaneously with growth of a share rent of forest management takes place, as defines some growth of level of use allowable cut.
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Fig. 3. Dynamics of level of complex use of forestry resources
In Khabarovsk Territory timber harvesting steadily grows and makes about 90,0% of forestry industry and is at an average market timber in 78,0%. Process of forestry development is accompanied by considerable forestry losses that means a premature exhaustion and degradation of timber fund.
For the analyzed period timber harvesting has the steady tendency of growth about 1 hectare of the rented area and means actually the level of 1995 when about 1 hectare made a stock of timber 0,64 м3, that is grocery productivity practically has not grown (fig. 3). Certainly, the productivity of forest management is still very low if  compared to that of Scandinavian countries, but there is a certain progress if analyzed retrospectively. So, Timber harvesting on the southern and central zones of the territory made in forestry on the average the third group of productivity - 0,12 м3, with fluctuations from 0,003 м3 and to 0,37 м3 on 1 hectare of the area covered with forest [2]. Obviousely, on the rented areas which are economically accessible, the forestry complex of the territory corresponds with the level of Canada calculated on 1 hectare covered with forest area, i.e. rent relations provide some growth of efficiency of the forest lands. And what is the efficiency of forestry relations?
Today an integrated measure of economic efficiency of rent contractual relations is the profit and its indicators: volume of profit about 1 hectare of the area and 1 м3  taken out timber, and also volume of forest payments about 1 hectare of the area and 1 м3 the taken out timber.
Dynamics of receipts based on forestry payments (taxes and a rent) and rent payments from 1 hectare of the rent area testifies the growth of budgetary efficiency of the timber industry of Khabarovsk territory (fig. 4). Receipts of forestry payments since 2000 on 2005 have increased about 19,97 rbl. to 38,42 rbl., that is almost 2 times, growth of rent payments has made 2,19 times. Obviousely, the growth was principally caused by a directive increase of the minimum rates of forest taxes. The major characteristic of efficiency rent of forest management is the parity of payments and forestry expenses (fig. 5). As original limiting, standard level of this parity the parametre equal at least 1, that is a forestry of well-forested territory should act pays back the operational expenditure.
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Fig. 4. Dynamics of payments about 1 hectare of the rent areas
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Fig. 5. Dynamics of a parity of payments and forestry expenses
There upon, only in the beginning of the analyzed period the desirable situation is observed. The managing practice, the existing forestry policy and an operating economic mechanism cause the negative tendency of decrease in the given indicator that predetermines, in turn, problems of reproduction of forestry resources and prospect of forest management. 
Obviously, certain interest presents the analysis of accelerations of growth in payments (all forestry and rent) on the one hand, and similar indicators of growth in expenses of a forestry. In a situation of the revealed tendency of increase in difference between payments (incomes) and forestry expenses in Khabarovsk territory, and low intensity of conducting the last, accelerations of growth in forest payments, obviously, should advance accelerations of growth in expenses of a forestry for their size and rates of increase define possibilities of financing of a forestry, with other things being equal.
In our opinion, dynamics of indicators of accelerations of forestry payments and expenses of a forestry does not show the consecutive and distinct forestry policy, an even and unequivocal orientation of the organizational-economic mechanism on maintenance of the guaranteed reproduction of forestry resources in the conditions of well-forested area. About same tell also fluctuations of values of a share of the forestry payments listed in the regional and local budget. Its values during the analyzed period vary from 86,1% (2003) to 41,0 – 44,0% (in 2000, 2006), convincingly showing inconsistent movements from centralisation to decentralisation in forestry relations, that is an illogicality of formation to the forestry policy and its organizational-economic mechanism.
In our opinion, the further perfection of rent relations in well-forested region means consecutive development in differentiation of forestry payments system, taking into account the depth and the direction of forestry processing, adaptability degree of timber industry manufactures, and transition from rent contracts to concession agreements within the system of state-private partnership [15, 17, 18].
The analysis of the international experience on forestry concessions shows that forestry transferency to concession demands rather a long time during which economic, social and other stimulus, and also all procedural moments, including the control over realisation of concession agreements, should be defined. As the best way of a choice is concessionaire competition with the open and transparent procedures of decision-making acts.
The basic problem areas of an establishment of forestry institute concessions can be settled by acceptance of additions to the current legislation in adjacent spheres: differentiation of the rights and powers of the Russian Federation and subjects of the Russian Federation concerning the forest located in territory of the subject of Federation; use of the competitive mechanism on reception of the right of the conclusion of the forest contract concession; creation of the mechanism of allocation and concentration of sites of forestry fund for the concession contract considering opinion and interests of operating tenants forest fund; creation of attractive conditions for investments into development of transport and industrial infrastructures, including investments and into building of factories on hi-tech forestry processing by application of mechanisms of state-private partnership; creation of guarantees of preservation of the property concessionaire.
Thus, expansion of powers of regions in forestry management, situation change in the markets of forest production, the maturity of civil relations and the importance of organizational culture of manufacture, necessity of innovative style of development, predetermine perfection of the organizational-economic mechanism of management in the tideway of state-private partnership and the concession, directed on maintenance of a sustainable forestry development sector of economy of Khabarovsk territory.
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58.2

0.6

38.2

61.2

4.4

30

65.6

3

27

70

1.8

43.5

54.7

1.7

58.2

40.1

0.6

64.3

35.1
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37.1

2.2

61.1

36.7

2.1

61

36.9
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				1994		1995		1996		1997		1998		1999		2000		2001		2002		2003		2004		2005		2006

		Малая аренда,%		-		0.6		0.6		4.4		3		1.8		1.7		0.6		1.4		1.2		2.7		2.2		2.1

		Средняя аренда, %		44.6		41.2		38.2		30		27		43.5		58.2		64.3		64.3		64.3		60.2		61.1		61

		Большая аренда,%		55.4		58.2		61.2		65.6		70		54.7		40.1		35.1		34.3		34.5		37.1		36.7		36.9
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		2000		2000

		2001		2001

		2002		2002

		2003		2003

		2004		2004

		2005		2005

		2006		2006



Съем лесных платежей с 1 га, руб.

Съем арендных платежей с 1 га, руб.

19.97

16.44

17.77

15.97

21.91

19.6

24.79

21.51

38.45

37.37

38.42

36.02

29.6

27.69
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				2000		2001		2002		2003		2004		2005		2006

		Съем лесных платежей с 1 га, руб.		19.97		17.77		21.91		24.79		38.45		38.42		29.6

		Съем арендных платежей с 1 га, руб.		16.44		15.97		19.6		21.51		37.37		36.02		27.69
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		1995

		1996

		1997

		1998

		1999
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		2002
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съем древесины с 1 га арендованной площади, м3

0

0.64

0.48

0.44

0.36

0.49

0.59

0.58

0.67

0.66

0.67

0.64

0.6
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				1994		1995		1996		1997		1998		1999		2000		2001		2002		2003		2004		2005		2006

		съем древесины с 1 га арендованной площади, м3		-		0.64		0.48		0.44		0.36		0.49		0.59		0.58		0.67		0.66		0.67		0.64		0.6
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		2006		2006		2006



предел

отношение арендных платежей к расходам

отношение лесных платежей к расходам

1

0.86

1.048

1

0.647

0.72

1

0.484

0.541

1

0.51

0.587

1

0.717

0.738

1

0.512

0.546

1

0.481

0.514
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				2000		2001		2002		2003		2004		2005		2006

		предел		1		1		1		1		1		1		1

		отношение арендных платежей к расходам		0.86		0.647		0.484		0.51		0.717		0.512		0.481

		отношение лесных платежей к расходам		1.048		0.72		0.541		0.587		0.738		0.546		0.514






