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Thailand has been fighting an uphill battle against deforestation, loss of forest
ecosystem and degrading biodiversity resources. The loss of forest ecosystem has been
partly responsible for severe floods and droughts in the Central part of Thailand. Several
measures have been implemented by the Thai Government to overcome deforestation,

namely, a ban on timber concession, reforestation activities, establishing new forest
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conservation areas, a control on forest fire, as well as people participation in forest
protection and conservation. Owing largely to many bureaucratic obstacles these
government efforts to curb deforestation have not been very successful. For this reason,
it is essential for Thailand to search for a more effective mechanism in protecting and

conserving its forests.

The newly proposed forest management mechanism for Thailand will place an
emphasis on public participation, resource mobilization and the beneficiary-pays
principle. The deployment of the beneficiary-pay principle will enable the government to
draw resources from those who benefit from forest ecosystems, namely, water users,
timber buyers, eco-tourists, carbon credit buyers as well as the beneficiaries of

biodiversity resources.

This study aims to develop a fiscal framework for resource mobilization that can
be used for forest conservation and reforestation in Thailand. The fiscal framework will be
based on the beneficiary-pays principle (BPP) or the payment for ecosystem service (PES)
where those who benefit from the forest ecosystem need to make appropriate
contribution to reforestation and forest conservation. This fiscal framework involves
issuance of a government bond to the public — the forest bond. The revenue from sale
of this forest bond will be used for reforestation and forest conservation programme. The
repayment when the forest bond reaches maturity will be met by revenue collected
from the beneficiaries of forest ecosystem, namely, water users, eco-tourists, timber

users, carbon credit or flood control.
The study findings show the following:

1) The forest bond mechanism must be supported by adequate laws and
regulations. New laws must support the establishment of a new agency
overseeing bond issuance, reforestation and forest conservation programme
and revenue collection.

2) Reforestation activities must be carried out with close collaboration with the
local communities. After deforestation, many encroached forests have been
occupied by the local villagers who are now growing commercial crop in the

forest reserves. The concept of forest multiple-use ought to be adopted in the
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reforestation programme where the local villagers can switch from commercial
crops to timber production.

3) Laws and regulation on commercial timber plantation must be revised so as
to liberalize timber production, transportation and processins.

4) Source of revenue to be used for paying back when the bonds reach maturity
are: a) revenue from sustainable timber cutting, b) carbon credit revenue from
carbon sequestration, ¢) government saving from the reduction of flood
protection expenditure and reduction of drought compensation expenditure,
d) revenue from carbon tax, e) eco-tourism activities and f) the government

revenue for reforestation and forest conservation.

This report provides an initial investigation into the possibility of adopting the
forest bond system in Thailand. The initial investigation shows that the forest bond
system provides a promising solution to deforestation and forest ecosystem destruction
as it will help strengthen the fiscal structure of forest management in Thailand. In
addition, the investment in this forest bond will also attract the interest of the private
sector as it will serve as a form of corporate social responsibility. The forest bond system
will also complement other reforestation mechanisms in Thailand, such as, the tree bank
programme. Additional research is, however, needed to provide further support to the
forest bond system, such as, the appropriate financial arrangement and the legal

requirement for the forest bond system in Thailand.
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