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Summary

In Lithuania forests occupy about 2 million hecgiieconsists 31.3% of total land area.
32.2% of forests are privately owned. Annual renhaga6.5 million m3. The main
production of the Lithuanian woodworking industsysawn wood, furniture. Lithuanian
forests are not only the source of wood productsateo non- wood forest products
such as berries, mushrooms, game etc. Forestswaredoby 222.2 thousands private
forest owners and 42 state forest enterprises.sEandustry consists 873 companies;
most of there are SME'’s.

The main factors effecting the competitiveness are$t-wood /non-wood/services-
consumer chain from the point of view of entrepreship in Lithuania: rich wood and
non-wood products resources; low level of round dvpdces; favourable geographical
location; low cost of labour; the possibilitiesget financial support from EU funds.

Barriers to entrepreneurship: low level of domestiarket development for wood and
non-wood products (especially for small-sized rowmobd); the small-scale private
forestry; high transaction cost for entrepreneyrshow capital resources (GDP per
capita is low; biggest part of consumption expamnés fall to food and housing); low
level of investments and innovations; very wealegnation of forest sector to rural
development programmes; low knowledge of businetsabshment and management;
weak connections between research and business.

The main problems and research questions for ergerpevelopment in the forest
sector: domestic market development strategiesarudonsumers demand for forest
products and services, integration of forestry inttal development; clasterisation of
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wood working industry; social structure of smal&kecprivate forest ownetsgonflicts
resolutions of multipurpose forest utilisation.

Possible policy implifications:

* The state support for private forest owners astoniand co-operation.

» Forest sector integration to rural development @ognes.

» Creation of political and legal conditions for deymanent of private forestry.

* Encouragement of small-sized and law quality wosel u

* Development of domestic wood market.

* Promotion establishing and development of SME’'sdpoing non-wood products
and services in rural areas.

* Encouragement of SME’s co-operation.

1. Consumption
1.1. State of the art and historical development

In Lithuania the role of forests vary dependingemonomic and social development of
society. In days of old the hunting was very impaottactivity for humans being. Forest
was a shelter and source of game meat and plats. tua wood as a resource started to
be used very widely by the industry. The consunufhgood is increasing in Lithuania.
Forest is a source of non-wood products. The mmopbritant non-wood products are
mushrooms, wild berries, medicinal herbs and hgntproducts. Moreover the
importance of forest services such as recreatiosure conservation, carbon
sequestration, biodiversity conservation, erosmmtrol etc. is also increased.

1.2. Forest products’ and services consumption

Lithuania has a population of 3,610,500, of whié986 live in urban areas and 33.1%
in rural areas (2003) (Figure 1). During last decdalle number of population is
decreased.
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Source: Statisticl Yarbook of Lithuania, 2003.
Figure 1. Trends of urban population in Lithuarli@50-2003)

Small towns prevail in Lithuania (1-25 thousandaibitants). GDP per inhabitant is
4229 euro (2002). The major part (more then 40%)hotisehold consumption
expenditure fall to food (Table 1).
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Table 1. Household consumption expenditure petaapi2002

Consumption expenditure %
Food and non-alcoholic beverages 40.7
Alcoholic beverages and tobacco 3.7
Clothing and footwear 6.5
Housing, water, electricity, gas and other fuel 014.
Furnishings, household equipment and routine maamee of the house 4.9
Health care 4.8
Transport 6.9
Communication 5.2
Recreation and culture 4.3
Education 0.6
Hotels, restaurants, cafes, canteens 4.6
Miscellaneous goods and services 3.8

Source: Statistical Yearbook of Lithuania, 2003.

Supporting factor of enterprise development isfése¢ uptrend (4-7% annually) of GDP
in Lithuania. Limiting factors are: the low poputat income level, the structure of
expenditures (the biggest part of income is useddod and housing), which directly
influence the level of investments (low investmdat&l).

1.3. Market demand for forest related products andservices by urban population
The wood products consumption is increasing indattia (Table 2).

Table 2. Appeared consumption for main wood prodattgories, 1998-2002.

1998 2002
Round wood (1,000 m3) 4,176 4,967
Sawn softwood (1,000 m3) 588 593
Sawn hardwood (1,000 m3) 103 46
Particle board (1,000 m3) 108 178
Plywood (1,000 m3) 26 29
Fibreboard (1,000 m3) 35 55
Chemical wood pulp (1,000 million t.) 3 2
Paper and paper board (1,000 million t.) 89 132
Graphic paper (1,000 million t.) 37 40
Sanitary and household paper (1,000 million t.) 11 9
Packaging materials (1,000 million t.) 41 76
Other paper and paper board (1,000 million t.) 0 7

Source: Statistical Yearbook of Lithuania, 2003.

In 1994 the annual removal was 4,161,000 cubic meetehile in 2003 — 6,460,000
cubic meters. The import of round wood is low irthidania: 1995 — 15,000 cubic
meters, 2003 —77,000 cubic meters. The part ofdomnood is exported due to the
insufficient demand in domestic market. In 2003 éxport of round wood was 1,363
thousand cubic meters this is 21.0% of total roarodd production.

In 2003 the production of sawn wood was 2,000,000icc meters, which 1,009,000

cubic meters has been exported. The import of samod reached 359,800 cubic
meters. 79% of round wood and 50% of sawn wood baem used for domestic needs
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in 2003. The annual consumption of non-wood proslustdepended on fruits and
mushrooms yield. The major part of forest fruitsl @amushrooms is exported.

Over the last decades market supply of mushroom®ased because the market in
Europe was developed: 1965-1971—210 tones/yearf-2003—2031 tones/year.

Market supply of the wild berries changed slighll963-1971—1297 tones/year, 1996-
2003—1702 tones/year. Market supply of medicinatbbedecreased, because the
import of medicinal herbs was more efficient: 1985¢1—337 tones/year, 1996-

2003— 47tones/year (Ministry 2004).

The main consumption based supporting factor feererise development in the forest
sector is increasing wood and non-wood productssandces consumption. The main
limiting factor is the large part export of low pessed wood and non-wood products
(mushrooms, fruits).

1.4. Main problems and research questions in consytion for enterprise
development

The main problems are: inadequate development aflsized and low quality wood
domestic market; low concentration of sawmills; Braaed holdings of private forest
owners; the lack of information about forest u#iibn for non-wood products
production.

Research questions: distribution consumption of dvand non-wood products;
services between urban and rural consumeé@nestic and foreign consumers wood
and non-wood products demand analysestimation of household consumption non-
wood forest resources.

Annex A: Organisations studying forest products’ casumption and main
publications and information sources.

Organisations studying forest products consummiwhtheir speciality:

* The Ministry of Environment — round wood, non-wgaéducts.

« Association “Lietuvos mediena’(Lithuanian wood)imber products.

» Statistics Lithuania—all forest products.

Main publications and information services on fo®ducts consumption:

e Statistics Lithuania — various publications in lu#mian and English,
(http://www.std.l)

» “Statistical Yearbook of forestry” published anrnyaby the State forest survey
service, in Lithuanian and Englisttip://www.lvmi.lt/vmt)

e “Timber economy’- monthly newsletter, published kagsociation “Lietuvos
mediena”, in Lithuanian hftp://www.lietuvosmediena)lt

« “VMT naujienos” quarterly newsletter, published the State forest survey service,

in Lithuanian, fttp://www.lvmi.lt/vmt)

“Lithuanian Timber Market Statement”- annual repdar UNECE Timber

Committee sessions, prepared by the State foresieysuservice, in English,

(http://www.unece.org/trade/timber
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2. Small-scale forestry practises
2.1. State of the art and historical development

In Lithuanian the private forest ownership domiulati#é Land Reform, which has been
implemented in 1920. Private forest owners ownamiti65% of total forest area. 600,2
thousand hectares private forests have been tregsfo the state forests during 1919-
1937. Since 1938 private forests constituted ofily thousand hectares (about 16% of
total forest land area). In 1940 private forestvehdoeen nationalised by Soviet
Governance. Since 1950 the private forest ownershgp been avoided in Lithuania.
After the restoration of independence forest prigpeghts have been restored. The
structure of forest ownership has changed due toragoing Land Reform process.
According to the Forest Act of the Lithuanian Relpylforests are divided into state
and private. Share of forest sector (forestry, waaaking, pulp, paper and furniture
industry) in national GDP is 3.6%. The private &irsector constitutes 222.2 thousand
private forest owners and 665.7 thousand hectdrpevate forests (01-07-2004). This
is 32.2% of total forest area, a figure that isjgeted to increase to 40—-47% in the
future. The reform of forestland is implemented endhan 10 years and still it is
ongoing procesgMinistry 2003). The restitution process is plariedinalise in two or
three years.

2.2. Small-scale forest holding

Average size of private forest holding is 4.6 hextaHoldings with the area up to 3 ha
accounted 58% of the total number of private fohestlings in Lithuania. About 55%
of private forest owners live in rural areas. Thajanty (over 82%) of private forest
owners reside in the county where their forestsdlihgk are located. The main problems
in ownership are: the private forest holdings aoe® small for efficient forest
management, strict state regulation, the absenaecompensation system for covering
the losses accrued by forest owners due to restricbn forest use in order to promote
environment protection and conservation, limitedhdstic wood market, especially on
small-sized timber. 30.7% of forest owners are ntloa@ 70 years old (Figure 2).
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Source: Mizaraite D. 2001
Figure 2. Private forest owners by age (01-01-2001)
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Half of private forest owners are females (52.2%gcording the survey results the
occupational status of private forest owners ilbWihg: wage earners — 44.5%, retired
persons — 28.0%, farmers — 11.3%, unemployed pers@d%, entrepreneurs — 4.3%,
other occupation — 6.5% (Lietuvos miSR004).

Wood volume removed by private forest owners framne$t estate is small-sized.
Mostly it is up to 100 cubic meters. The big parsmall-sized private forest owner’s
holdings are not managed. However, the share ofdwwvesting from small-scale
forestry is 42% (Table 5).

Table 5. Wood harvesting from small-scale forestry

Year
1993 1994 1995 1996 1997 1998 1999 2000 2001 200303
Mill.m3 007 0.17 070 077 090 0.79 102 1.41 61.72.40 2.70
% 1.5 40.0 11.7 140 173 16.1 208 264 326 3842.0

Mostly forestry-related operations (felling, refstation, thinning) are carried out by
contractors or private forests owners together W#milies’ members. Non-wood
products, tourism, recreation and hunting is atgpartant part of small-scale forestry.

2.3. Small-scale forestry practices

Forest owner’'s objectives have been surveyed inl 2&fd 2004 (Mizarait 2001,
Lietuvos miSk 2004). According the surveys results the most g objectives for
forest ownership are: to provide themselves withbgr (firewood and rounwood) for
private forest owners own purposes; income gererafiom wood and non-wood
products sales. The objectives of nature prote@mhnon-wood products (mushrooms,
wild berries) use for home consumption have alggobiority.

The most important activities of private forest @mare: cuttings (2.7 million m3 in
2003), reforestation (964 hectares in 2001), mushsand wild berries harvesting,
hunting. Share of home consumption in small-scatestry production is about 30%
(fuel wood, construction wood).

The Forest owners association of Lithuania (FOALJhe organisation that represents
and unites private forest owners. FOAL was esthbtisn 1993 and has 39 local units,
which united more than 3000 active members. Thenrearvices that FOAL provides

its members are information and advice on privatedtry, education of private forest
owners in forest management, and representatipriafte forest owners.

20 forest owners’ co-operatives have been estauisturing ten years. Co-operatives
have very broad-scale operations such as considtaaad training of private forest

owners, timber trade, preparation of forest managgmplans, forest cuttings,

reforestation, improvement of recreational areas et

Estimated average income per hectare per yeatsoigt 200 Lt. Forest land taxes are
not applied in Lithuania. Forest owner’s incomeaised by 15%. Owner’s investment
in small-scale forestry is very low. More than 3@¥oagriculture landowners have a
forestland. The most important form of timber pn@ruent is timber sold on stump to

Acta Slv. Ling. Hung. Special Edition 2005



Lithuania 443

the harvesting companies. Prevail “spot” marketarabterised by direct market
transactions between the timber supplier and thedr demander.

2.4. Policy framework and production conditions

The Department of Forests at the Ministry of Enmiment is responsible for forest
policy and legislation concerning the Lithuanianrefiry sector. The forestry
administration also includes the State Environnlemeotection Inspectorate, the
General Forest Enterprise and the State ServiceProtected Areas. All these
institutions, like the Department of Forests, cameéer the auspices of the Ministry of
Environment.

The State Environmental Protection Inspectoratbesmain institution responsible for
monitoring the implementation of the Forests AdtisTinstitution has eight regional
departments. It administrates the licenses forstdedling by private forests owners and
state forests managers and has an advisory ralingyrivate forest owners on forest
use, reforestation and protection. Main laws amgilegions that direct influence small-
scale forestry production:

Rule/regulation | Provisions
Property rights:

This Law shall establish the relations of ownershipnagement
Law on Land and use of land in the Republic of Lithuania.
This Law is obligatory for all land owners, managand users.

This Law shall regulate the order of Land Reform aratg@dure

Law on Land Reform S
of land privatisation.

This Law shall regulate the procedure and conditiohshe
restoration as well as the recognition of contyudf the
restoration of the rights of ownership to the eitizg of the
Republic of Lithuania to the real property.

Law on the Restoration of
the Rights of Ownership to
the Existing Real Property

Forest management:

The purpose of the Forest Law is to regulate refatiest,
protection and usage and to form the legal pretiomdi for the
management of all ownership type forests.

The Law is obligatory for all forest owners, managerd users.

Forestry Law

The Law shall regulate social relations related tetesy and
Law on Protected Areas management protected areas.
The Law is obligatory for all forest owners, managerd users.

Regulations on Management The regulation is obligatory for all forest ownensanagers and
and Use of Private Forests users.

Special Conditions of Land| The regulation is obligatory for all forest ownensanagers and
and Forest Use users.

Regulation on Forest Use
and Protection in Nature
Protected Areas

Regulation  of  Sanitary
Forest

Protection

The regulation is obligatory for all forest ownensanagers and
users.

The regulation is obligatory for forest managersness, users
and visitors.
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Rules of the Fire Preventior) The rules are obligatory for all forest owners, ngaa, users anc
Service contractors dealing with forest harvesting.

The regulation is obligatory for forest managers addisable for

Regulations of Reforestation
forest owners.

Rules of Thinning and

Sanitary Felling The rules are obligatory for state forest managedsusers.

Regulations for Final Fores{ The regulations are obligatory for all forest ownensnagers ang
Felling users.

Non-wood activities on forests:

The regulation is obligatory for hunting area ownersers and
managers.

Hunting Regulations

The regulation is obligatory for forest owners, gsenanagers

Rules of Visitation of Forests g
and forest visitors.

Rules of picking-up of

Mushrooms in the Forests The regulation is obligatory for users of non-woodducts.

Main policy incentives available to small-scale efstry that directly influence
management behaviour: the support for forest sgn{tagainst insects and diseases)
protection, forest fire protection as well as adftation of abandoned agricultural land.
The support from EU funds will be committed for imapement of private forests
infrastructure, investments to wood processingaadketing of wood products as well
as afforestation of agriculture land. Main regiopalicy/rural development institutions
that directly influence small-scale forestry protime is the Department of Forests at
the Ministry of Environment (Figure 3).

DIRECTOR
Forest
Forestry Division of private | | Silviculture management &
d_e\_/e_lopment forests division forests resources
division division

Figure 3. The organisational structure of the Depant of Forests.

The most important forest research institutionslatteuanian Forest Research Institute
and Faculty of Forestry of Lithuanian University Adriculture. Lithuanian University
of Agriculture (Faculty of Forestry), Kaunas Coke@f Forestry and Environment
Engineering are institutions of higher educationfarestry. Undergraduate and post-
graduate studies in forestry and applied ecologydaminating in Forest Faculty.

Private Forest Extension Centre was establishe@0®0. The founders are Forest
Owners Association of Lithuania, Chamber of Agriatg of Republic of Lithuania and

Danish Forestry Extension. The overall objectivetted PFEC is to promote, support
and strengthen the sustainable development of ikkatg forest sector in Lithuania by
providing advisory, training and commercial sergite forest owners.
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The Lithuanian Agricultural Advisory Service proesl advisors on farm economy,
animal husbandry, plant production, buildings arathinery and countryside tourism.
The Chamber of Agriculture of Republic of Lithuameovides the consultation dealing
with rural development, co-operation, agriculturetivaty etc. According to the
legislation the staff of Regional Environmental temtion Departments should
constantly advise private forests owners on fdeggslation.

2.5. Conclusions: Supporting and limiting factors ér enterprise development in
small-scale forestry and barriers to entrepreneursip

The activity of following types of companies is &gn Lithuania:

1. Personal companies. 2. Trust partnership. 3.r@amdite partnership. 4. Join-stock
companies. 5. State enterprises. 6. Municipal prisas. 7. Agriculture companies. 8.
Co-operatives.

Mostly forest business is developed by personalpzones, join-stock companies and
co-operatives. Also this activity can be carried loy farmers without registration any
type of company. Farmer is natural person, who ycmdy agriculture and forest
products. The farm should be registered on a Fa'mi&arms Register. Supporting
factors for enterprise development in small-scatedtry:

« The number of agriculture sector workers is deéngais Lithuania. The forestry is
one of the alternative activities in rural areafioh enhancing establishments of
new workplaces.

« Favourable geographical location of country forefgn forest products trade
development.

« Large volume of wood resources. 2.7 million cubietens (42% of total annual
removal) have been cut in private forest during200

* Increasing the demand for countryside tourism, wond products (mushrooms and
fruits) and hunting.

* No tax for forestland.

EU granting for forestry and rural development.

Human resources — 222,000 private forest owners.

According data of the case study in Lithuania thestmimportant barriers for business
development of small-sized companies are frequeanges of legal acts (44% of
respondents); high taxes (22% of respondents); Higheaucracy. The lack of
investment capital and current asset, the difficaftobtaining credits are also impeding
the development of forestry enterprises (Dubaugkad).

Limiting factors and barriers for entrepreneurshigmall-scale forestry:

* Small-sized private forest holdings and insuffitiagsociation and co-operation of
forest owners. The two private forest owners assiotis have been established in
Lithuania. These institutions unite only about 2¥pevate forest owners.

» Public agencies with a lack of interest to deahwitall-scale private forestry.

* Low level of forest sector integration into natibnaal development programmes.

» Strict regulation of forest use in protected araag the absence of a compensation
system for covering the losses accrued by foresteosvdue to restrictions on forest
use in order to promote environment protection @ntservation.
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» Restrictions for constructional activity in protedtareas.

* Limited investment’s power of private forest owners

* Lack of business training and extension systenpifimate forest owners.

* Small share of private forestry in GDP.

» Private forest owners for household needs usefsignt part forest resources.

» Absence of research regarding to entrepreneursismall-scale forestry.

» The old age of private forest owners.

* Big part of forest owners reside in cities.

» Private forest owners have not hunting managenigimisrin own forests.

e Fast development of tourism as well as countrysm&ism is suspended by
criminality.

» Unfavourable credit market, high interest rateoains.

* Lack of information and advising about forestry ibess development, which
enhance to increase the employment in rural areasimcome level of rural
population.

* Low level of education and enterprising competearfagiral population.

* Due to the costliness miserable possibilities tbageadvise of extension services
about business development, partnership in busindssding and legal
consultations.

Possible policy implifications:

» The state support for private forest owners astioniand co-operation.

» Forest sector integration to rural development @ognes.

» Creation of political and legal conditions for dement of private forestry.

Annex B: Organisations studying small-scale foresyr and main publications and
information sources.

« The State Forest Survey Service presents annuadlstatistic data about private
forestry in publication “Lithuanian Statistical Yi@ok of forestry”. The publication
consists data about private forest area, numbpridte forest owners and holdings.
Also these information are available on the weldditie://www.lvmi.lt/vmt.

* The activity of private forest owners is analysgdthe Ministry of Environment.
Results of analysis periodically are published mormational publications (Private
forests in Lithuania, Ministry of Environment ofetiRepublic of Lithuania, 2003).

* The annual reports about activity of the State Emrnental Protection Inspectorate
Is presented on a websitdgtp://vaai.am.It This report consists a chapter “State
forest control”. Information about illegal fellingand other results of control in
private forests, individual forest management plae$orestation of clear cutting
areas in private forests is presented in this @napt

« The regulations and circumstances of individualesor management plans
preparation is presented on a chapter “Privatestsiteof Lithuanian Forest
Management and Inventory Institute websitg://www.lvmi.|t.

* Information about Forest Owners Association of u#hia (FOAL), the Private
Forest Extension Center (PFEC), private forest os/neo-operatives and
regulations, other legal acts dealing with privedeests management, data about
wood markets is presented on a website of FQ#&h://www.forest.|t
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* On a websitenttp://gmu.ltof the General Forest Enterprise the data abauater
forests, which are located in the territories uralespices of state forest enterprises
and national parks, training, education of privébeest owners, forest-related
services for private forests owners.

 The informational bulletin “State Forest Survey & News” is quarterly
published by the State Forest Survey Service. Tifmational bulletin consists
information about forest removals, timber tradesiate forests as well as private
forests. The bulletin is available on a websitip://www.lvmi.lt/vmt

3. Wood-processing industries
3.1. State of the art and historical development

During the period of the centrally planned econd@845-1990), the wood industry
was developed with additional supplies of raw matdrom Russia. It was built in the
form of wood plants for the large-scale industrd anconsiderable number of small
sawmills run by agriculture enterprises.

During this period, plants for the production obrBboard and particleboard were
established. Pulp, paper and paperboard showednstatd increase in production
between 1950 and 1989. Most of the production veasumed in the domestic market
and Lithuania was the net importer of wood produtitsthe 1980's Lithuania was
receiving wood products (roundwood, sawnwood, pngd paper) in the roundwood
equivalent of about 2-2.5 million m3 from other ivRepublics (mainly Russia).
Additionally, every year nearly 3 million m3 of radwood were supplied from national
forests.

Introduction of the market economy initiated imnagdly after independence in 1990,
accompanied by a privatisation process of the iegishdustry and restitution process
of forestland. A steady decrease in productionllof@mmodities resulted in the early
stages of independence, which can be seen as mlnagaction to the closure of the
traditional markets in the former Soviet Republibsit also a decrease in the raw
material supply from Russia. As a consequence ngolitant number of production
facilities were closed, more significantly a hardtgb plant, one pulp mill and several
large sawmills. It was only after 1994 that the @andustry decline showed a positive
trend, followed by a new period of stabilisatiordatevelopment. The growth rate of
the primary wood industry, with the exception oflppwand paper production, was
exceeding that of other industry segments in thentg. A higher productivity in the
industry could be recorded after 1996. Productiolumes of sawn timber were kept
relatively constant since mid-1990s. It was thedtrre of the sawn timber producers
that varied considerably. Investments in new saisméplaced part of the shortfall of
timber traditionally produced by the former largavanills. The rest of the volume is
now produced by a number of small sawmills.

New markets, mainly in Western European countrigsdtso in the North America
were identified and became the main export markéetsumber of newly established
wood industries started successful operations. &l@vwepreneurs developed markets for
value added products, varying from dimensional wimthminated solid wood boards,
dowels, elements for staircases, parquet and garfdemture. After regained
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independence Lithuania became the net exportercofdwroducts - wood industries
export nearly 70% of their products.

3.2. Wood processing industries

The main production of the Lithuanian woodworkimglustry is sawn wood, plywood,
paper and their products, furniture. (Figure 4).efEhis the trend of increasing
employment and turnover of wood processing industfgod products are produced by
sawmills and enterprises specialising in the pradocof boards, carpentry products,
furniture, paper, etc. as well as by enterprisere/tiee production of such products is
not the core activity. In the last years, the tweroof wood products accounted for 10
per cent of the total turnover of manufacturingusidy in Lithuania. There are about
100 large specialised enterprises in the wood tnga$ Lithuania.

25,2%

O Sawn wood

OPlywood and wood based panels
M Prefabricated wooden buildings
5,9% E Other wood products

4,1% B Paper and their products

O Furniture
9,7% 14,0%

Figure 4. Wood processing structure (2002)
In addition, wood products are also produced bgrpnises of other industries, such as
construction companies, agricultural and forestnyemprises, etc. In total, there are

registered to Statistics Department about 900 campawhich are engaged in the
production of one or another wood product line (€&).

Acta Slv. Ling. Hung. Special Edition 2005



Lithuania 449

Table 6. Structure of wood industries in Lithuard@0?2

1. Number of enterprises  Total,% Size of enterprises (by number of employees)
2. Number of employees Micro Small Medium Large
3. Sales 0-9 10-19 20-49 50-99 100-199 200-499 500 -
Manufacture of wood and 1 100 12.0 28,5 424 117 3.1 1.7 0.6
wood products (except 2 100 1.4 99 327 205 9.3 127 13.5
furniture) 3 100 25 57 231 150 199 135 20.8
Sawmilling and planningof 1 100 11.9 31.8 437 8.6 25 1.1 0.4
wood, impregnation of wood 2 100 15 13.8 428 18.7 9.3 8.3 5.6
3 100 2.2 82 224 109 294 10.3 16.6
Manufacture of veneer sheets;1 100 4.4 174 348 13.0 13.0 8.7 8.7
plywood, laminboard, 2 100 0.1 15 6.3 50 101 17.8 59.2
particleboard, fibre and other 3 100 0.1 07 11.0 36 125 16.2 55.9
panels and boards
Manufacture of builders’ 1 100 16.0 269 38.6 134 3.4 1.7 -
carpentry and joinery 2 100 2.6 11.1 334 264 124 141 -
3 100 2.7 51 340 232 146 204 -
Manufacture of wooden 1 100 127 146 509 16.4 3.6 1.8 -
containers 2 100 1.7 58 415 313 9.7 10.0 -
3 100 5.1 47 446 26.0 95 10.1 -
Manufacture of other products1 100 6.1 34.7 38.8 18.4 - 2.0 -
of wood; manufacture of cork, 2 100 0.2 11.6 27.7 36.8 - 23.7 -
straw and plaiting materials 3 100 0.7 73 190 56.7 - 16.3 R
Manufacture of pulp, paper 1 100 7.7 269 231 154 154 115 -
and paper products 2 100 0.6 5.1 88 132 271 452 -
3 100 0.5 2.1 3.2 196 342 404 -

If we include several hundred of small enterprisegaged productions of various wood
products, the total number of enterprises in theodvdndustry would reach
approximately 2,000 and employment above 40,00Gddition, there are more than
8,000 individuals registered for producing variewsod products.

According to Lithuanian legislation micro-entergriss defined - less than 10
employees, small enterprise is defined — 10-49 eyegs, medium enterprise is defined
— 50-249. Lithuanian wood industry is very fragneeht- there is only 31 company
employing more than 200 people. SMEs account forentisan 60% employment and
about half of sales in the whole forest industgestor in Lithuania. In sawmilling the
role of SMS’s is much higher — they account for entltan 75% of employment and
65% of turnover. As Lithuania is a small countsggional distribution does not play the
most significant role. Small and medium companies spread countrywide; only in
North Eastern Lithuania the number of sawmillsoiwér. Larger scale industries (wood
based panel, furniture producers) are located yamior close to the biggest cities
(Vilnius, Kaunas, Klaipeda), i. e. closer to intrasture and consumers. Value added in
forest industries was constantly increasing dutireglast years. Since 1995 to 2003 the
whole forest industry’s value added was growinglby20% annually, mainly due to
rapidly developing wood processing working and iwme sub-sectors. In 2003 the
gross value added by wood industry totalled atdilon euro, i.e. 16% of total value
added in manufacturing sector and 3.2% of wholentrgis GDP. Wood industries sub-
sector accounts for 53%, furniture — 38% and paplurstry —9% of gross value added
in forest industry.
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All industrial round wood, which is consumed withifre country, is processed in wood
processing industries (sawmills, wood-based paniéls)mThere is no woodpulp
production in Lithuania, and all paper productierbased on recovered fibre pulp and
imported woodpulp. The value added by wood indestper 1 m3 of processed
industrial round wood has doubled in real termgein995 reaching 70 euro/m3 in
2003. That proves the positive development of latiian wood industries.

Lithuanian forest industry is export oriented, ahutting the last year forest industry
products accounted for 10% of country’s export egynWood processing and furniture
industries export 70% and paper industry — 40%eir tproducts.

3.3. Wood processing industries practices

Wood industry was privatised after 1990’s. Lithwanprivate owners account for 70%
and foreign investors — 30% of capital. Lithuantanparing to other Baltic states has
not attracted very intensive inflows of foreign itapinto wood industries so far.
Currently foreign investment totals at 45 millioare, and which main investors are
Norway, Canada, U.S. and Finland.

Lithuania exports raw wood materials (round woddps), sawn wood, plywood, wood
based panels and increasing volumes of high valdeéh wood products. In 2003,
furniture and its components occupied 43% of thal twood export (Figure 5). Sawn
wood is another major export commodity (21%). Léhia imports large volumes of
sawn wood (270,000 m3), wood-based panels, fumitand paper products. Raw
material (round wood) import remained insignificafter regained independence, since
early 1990’s its imports never exceeded 0.1 milhoh

In 2003 the balance of the Lithuanian foreign tradmained positive export (76.0
million euro) greatly exceeded the import (38.4limnl euro). Only the trade balance in
paper products is negative. The biggest part oettport production goes to Germany
(19%), followed by Sweden and UK (15%) and othejomaxport partners (5-10%)

are: Russia (10%), Denmark, USA, Latvia and Frammand (22%) and Germany
(12%) were the main import partners in 2003.

22 8% O Furniture

W Sawn wood
42 .8%

E Paper

B Roundwood

d Other

20,6%

Figure 5. Export of wood production (2002)
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Majority of logging is carried out by hundreds aivate small contractor companies.
Private contractor companies operate in both piaatd state forests. In 2003, they
carried out 87% of harvesting and 37% of haulagkwostate forests.

Most of the production manufactured in sawmills aoenpeting in the national and
international market. The majority of newly createdwmills and value added
manufacturing units have been quite successful.aNatf sawmills operate at the same
technical level, so that further investments aguired. Managers are aware about the
necessity to improve the process, but improvemargsgenerally depending on the
availability of new capital. Other companies halready made important investments
and will continue doing so. The main factors inflamg the competitiveness of
Lithuanian wood industries are availability of télaly cheap raw material and labour.

During the last years increasing investments inéov iechnologies are helping to
maintain the growth of the sector. The sawmillingustry finds itself in an evolving
stage, but needs consolidation, less fragmentatibrproduction units, improved
equipment, manufacture of higher value added pitsdaccess to other markets, better
trained personnel. Total particleboard productisncurrently owned by the same
Lithuanian holding. There are two particleboardhdawith a total production capacity
of nearly 200,000 m3/year. Both particleboard faewoperate with similar technology:
flaker, hammermill, tumble dryers, refiners, aenogyic continuous matt-forming.
Recently both factories started production of laated boards. The technology in
general is of very good standard, even if it is thet most up-to-date one. Some value
added is obtained by one of the companies, byngutt size and adding a profile on the
edge, which can be used, for example, as flooroagds for the export market.

In Lithuania only one enterprise produces plywoodl ahree companies produce
veneer-form pressed elements (bed slats, snow kshaair seats). There is no sliced
veneer production in the country. There is no s$igamt production of solid wood
furniture, even though it is increasing. Paper sidualso does not affect the wood
market as paper and paperboard production is baiseecovered fibre. There is the
great variety of management forms in Lithuanian evowustries in each group by size.
In general in bigger companies dominated stock @omgs, while in small enterprises
family ownership (sole proprietorship) is common.

Educational background of owners varies a lot tond there are many examples of
successful companies where owners do not have Wwased education background.
Lower level management staff often has wood baskedation background. Workers
usually are trained within the company. In 2003 ghkes of wood industry totalled 783
million euro and the net profit amounted to 32 ioiil euro. Small profit margin could
be explained as the outcome of continuously inangasnvestments in new and
upgraded technologies in the industry. The numifeprofitable companies is in
woodworking industry profitable companies accous in paper industry - 61%, and
in furniture industry - 71%. Capital investmentdlie wood and furniture industry have
determined the growth of the industry's competite®s. Investments amounting to 50
million euro were made annually since 2001. Anroaglital investments in the furniture
branch were 30 million euro, furniture — 14 milli@uro and in the paper and paper
products branch 5 million euro. The flow of capimlvestments has speeded up the
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development of new products, increased labour mtbdty, and improved the
industry's competitiveness in international markehe Lithuanian 2002). In wood
processing technology innovations are implementexstmvidely. Sawmills, wood-
based panel mills are upgraded with advanced forteighnologies.

Among recently developed new products in Lithuan@ld be mentioned glue-
laminates wood constructions, wood briquettes agltes, euro pallets, wood chips.
There is no special supporting system of innovatiom forest sector in Lithuania.
However, Lithuanian Innovation Centre helps to digwennovation in all economical
branches.

Areas of their activity: technology transfer, ramgareness and innovation promotion,
provision of information and technology broker seeg, high-tech entrepreneurship
promotion. Cluster formation process is in inits&hge in Lithuanian wood sector. The
range of products and companies’ activities crgated preconditions for formation of
clusters in wood industry. In spite of the factttheost of small and large companies in
wood industry act independently, there already fxamples of joint activities of
groups of companies (Libra Group, SBA koncernadtijBa Baldu Grupe, Vakaru
Medienos Grupe, Baltic American Concord). In selveegions there are regional
micro-clusters, e.g. in Kazlu Ruda — Marijampolgioa.

3.4. Policy framework and production conditions

Ministry of Economy is dealing with Industry reldtéssues and it is responsible for
implementation of Medium-term Industrial Developrh@olicy and Its Implementation
Strategy, which was approved by the Governmenttbiiania in 2000. The Ministry of
Economy is responsible for the co-ordination, nanmig and assessment of Small and
Medium - Sized Business Development Strategy uhgl Year 2004 approved the
Government of Lithuania in 2002.

Ministry of Environment is dealing with forestrylaged issues and it is responsible for
implementation of Forestry Policy and Its Implenaion Strategy, which was
approved in 2002.

Association of forest industries "Lietuvos mediena8s established in 1993 as a
voluntary organisation of the Lithuanian producansl traders of wood products. The
Association implements and co-ordinates the tasdsgdted to it by its members
(currently 100) and represents their economic @sisrvis-a-vis the authorities of
Lithuania and inter-industrial organisations.

Main reform policies - privatisation, liberalisati@f prices and of international trade of
wood products took place immediately after the g independence in early-1990's.
By mid-1990's most of wood industries were privadis Non-existent foreign trade
barriers and implementation of market prices cakagpod preconditions for
development of forest industries, even if the esidysition period led to closure and
bankruptcy of ineffective companies. The growtlwoid industry outstrips the pace of
recovery of whole Lithuanian economy.
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There are no regional rural development institigjowhich are specialised in wood
industry for SMEs support. But there are possibgitfor wood industry companies to
use various support and advice from Lithuanian Dmpreent Agency for Small and
Medium Sized Enterprises and different regionalifusons, organisations, funds, e.g.
Chamber of Trade, Industry and Crafts, County Adstiations, Business Advisory
Services Centres, 32 Information Centres, Crediing) municipal SME Development
Funds, loan incentives for SMEs offered by banis, e

There are two main wood industry related educaitistitutions in Lithuania: Kaunas
University of Technology (KTU) and Kaunas Colled€C). KTU Faculty of Design
and Technologies Department of Wood Technologies stadies for bachelor and
master degree in wood products design, technoladyeagineering. KC has developed
two programs higher non-university studies in thduistrial Technologies' and Design
Department - the production of furniture and woaddupicts and the construction and
production of interior articles. The College quabfthe technologists and designers for
the woodworking industry. There is established aqualifying centre for the
woodworking industry specialists under the Indas$trirechnologies’ and Design
Department. The lecturers of the Department orgao@irses and consult about the
sawmilling technologies and sawn wood grading.

Scientific research work related to woodworking ustity is carried out by Kaunas
University of Technology Faculty of Design and Teclogies Department of Wood
Technology. Research is done in wood strength, titynisawnwood yield and its
optimisation, etc.

3.5. Conclusions: Supporting and limiting factors ér enterprise development in
wood processing industries and barriers to entrepneeurship

Supporting factors:

» Access to raw materials. Lithuania’s wood and fuma industry is based on local
raw material resources. The lumbering branch lséif potential and will be able to
supply raw materials for the local industry andrtaintain the export growth. Apart
from the local resources of raw materials for theod and furniture industry,
Lithuania is close to the high quality and inexhdus resources of Russia,
especially it's northern part. The availability @w materials is not a limitation for
the industry but rather an advantage showing theenpi@al for the sector’s
development.

e Advantageous location. Major European markets (@oania, Germany, Poland
etc.) are within a reasonable distance. The ingusr currently exporting its
products to these markets at insignificant trartgpion costs. Lithuania has a highly
developed infrastructure of roadways and railwdyse port of Klaigda is ice-free
and available year round. The inner transportaitidrastructure is connected with
external roads. Lithuania’s geographical positidue to the reasons above, could
facilitate the future development of the wood amchiture industry..

« Possibilities to use EU grants. EU grants fromcaitnal funds are going to be used
for innovations and business development in LithaaThe following wood
industry activities could be supported: establishimend development of SMEs,
networks and clusters; development of new technmesogand innovations;
establishment of business centres, etc.
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* Necessity to develop new business activities iralrareas as an alternative for
agricultural production. 17.8% of total working pens are employed in agricultural
sector.

Limiting factors and barriers for entrepreneurshigvood processing industry:

* The lack of investments: limited self-financingghicosts of credits, complicated
procedure for getting credit.

* Low profitability of wood processing industry.

» Lack of innovation supporting and promotion sysfemwood processing industry.

e Undeveloped domestic market for local productich5%2 of roundwood and 70%
of sawn wood have been exported in 2002.

Possible policy implifications:
» Development of domestic wood market.
* Encouragement of small-sized and law quality wosel u

Annex C: Organisations studying wood processing ingstries and main

publications and information sources.

Main publications and information sources on wooatpssing industries:

e Statistics Department — various publications, inthuanian and English,
(http://www.std.l}.

» "Statistical yearbook of Forestry”, published arllyyan Lithuanian and English,
published by "State Forest Survey Servidetp://www.lvmi.lt/vmt).

* "Timber economy" — monthly newsletter, in Lithuamigpublished by association
"Lietuvos mediena"tttp://www.lietuvosmediena)lt

e "VMT naujienos" — quarterly newsletter, in Lithuani published by ,State Forest
Survey Service"Http://www.lvmi.lt/vmt).

e "Lithuanian Timber Market statement” — annual répfor UN ECE Timber
Committee sessions, in English, prepared by "Stabeest Survey Service"
(available at: http://www.unece.org/trade/timber).

4. Non-wood forest products and services
4.1. State of the art and historical development

trading of forest fruits, mushrooms and medicinatbs, hunting, countryside tourism.
Forest services without market: recreation, carbsequestration, biodiversity
conservation, erosion control, water protection eeer the last decades market supply
of mushrooms increased while the market supplyhefwild berries changed slightly
(Figure 6). Market supply of medicinal herbs desesh because the import of
medicinal herbs was more effective (Figure 7).
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Figure 6. Market supply of mushrooms and wild keriiLithuania, 2000-2003)
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Figure 7. Market supply of medicinal herbs (Lithizar2000-2003)
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Important income source for rural population arthgeng of mushrooms, wild berries
and development of countryside tourism. The pamnashrooms and wild berries are
not sold, but is consumed for own needs. Theresedrfor sociological survey about
household consumption of mushrooms and wild beinekithuania. Importance of
recreation of Lithuanian forests is increasing. éxding the Forest Act persons have the
right to visit forests freely, except for resereatiand special purpose objects (border
zones, military objects or similar). Visiting pensocan gather forest fruit, medicinal
herbs and materials, except for the plant speteslist of which is approved by the
Ministry of Environment, can collect nuts, berrisd mushrooms, keep bees in state
forests keeping them in hives and bee-coops. Aaugr the survey data objectives of
forest visitors are: mushrooms and wild berriehgang, walking, sunbathing, hunting,
fishing (RiepSas 1997).

The wild game is under the state regulation in wathia. The total hunting area

constitutes 4,178,362 hectares hunting seasondingjuL,931,651 hectares of the forest
area and 2,246,711 hectares of the fields, shwditgrs. The total hunting area involves
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897 hunting units, where are more than 30 thoudaunaters. The number of the
harvested game in 2002/2003 hunting season isatetidn the Table 7.

Table 7. Harvesting level in the last hunting seaso

Game species Harvested in

2002/2003 2001/2002
MooseAlces alces 476 504
Red deelervus elaphus 833 1288
Fallow deerCervus dama 10 23
Roe deefCapreolus capreolus 12,231 11,569
Wild boarSus scrofa 10,843 10,300
Brown harelepus europaeus 11,606 8,346
Pine marterMartes Martes 831 473
Wolf Canis lupus 64 76
Red foxVulpes vul pes 16,949 13,018
Racoon dogdNyctereutes procynoides 5,215 4,525
BeaverCastor fiber 5,630 3,907

The main information source on non-wood forest potsl and services is “Lithuanian
statistical yearbook of forestry”. There is followji information about multiple use of
forests: area of forest plants used for gatherengids and herb raw; market supply for
wild berries, mushrooms and medicinal plants; eixpbmushrooms and wild berries;
hunting area, game population; number of huntechalsi.

Lithuanian Forest Management and Inventory Ingituperiodically provides
information about areas of wild berries and meditiplants in forests. During forest
inventory in 1978-1988 the assessment of thesesanss performed. The State
Protected Areas Service under the Ministry of Emwinent provides information about
recreational facilities in state parks. Lithuani@ountryside Tourism Association
publishes informational booklets about possibsitie have good and purposeful rest in
farmsteads.

The main organisation, which constantly makes stidind analysis on non-wood forest
products, is the Nature protection department ef khnistry of Environment. The
department provides information about the markgipsy import and export of
mushrooms, wild fruit, berries, medicinal and techhplants and data of hunting and
game assessment.

Most researches dealing with non-wood forest prisdand services were made in years
1970-1985: productivity of non-wood resources, fiadties of their grows, main game
ecology, its significance for forestry and the dafjon of its number; recreational
needs, reaction of forest ecosystem to recreatiomahsity, management of the
recreational forest. Lithuanian Forest Researchitis implements ongoing research
projects related to non-wood products and serviGégse projects consist research
topics: interaction between wild animals and faestcreational areas in afforestated
abandoned agricultural land; pine stand reforestat recreational forests; growth of
forest stands in strict forest reserves; protefiieest areas in Lithuania — analysis and
harmonisation (COST E27); contribution of forests rhitigate greenhouse effect
(COST E21).
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4.2. Case studies of successful marketing strategie

4.2.1. Mushrooms harvesting

Mushrooms gathering as a type of business confibtaving activities: mushrooms
gathering, processing and products trade. In Lilmaabout 20-30 species of
mushrooms are used. The annual potential yieldushmoms is about 21-29 thousand
tons (Budriiniere 1992). The yield of mushrooms uneven in differeegions of
Lithuania. Territory of Lithuania is divided intbiree regions by mushrooms richness:
1) southeast; 2) west; 3) central.

The mushroom’s richest region is southeast, thst leaentral region. The data about
total volume of gathered mushrooms is not availabldithuania. During 2002 the
mushrooms market supply consisted of 450 tons, 208989 tons (Ministry 2004).
According to the expert assessment, annual madgtlys consisted about 30% of total
volume of gathered mushrooms that is about 1.5-1&h8. Mostly it is chanterelles
(2001 — 77.3%, 2002 —93.9%) and boletus (2001 2982002 — 4.0%). About 20-30
trade companies supply mushrooms in Lithuania. Masts limited stock companies.
All enterprises are SMEs. The average price of wralies is 8-15 Lt/kilogram.
Mushrooms have been exported from Lithuania to d8ntries in 2002. The export
reached 1.24 thousand tones. Mostly mushrooms lheee exported to Germany — 758
tones; France — 528 tones; Austria — 219 tons; 8wedl53 tones; Poland — 117 tones.
The main exported species was chanterelle (68.1962002 import of mushrooms
reached about 216 tons. Mostly mushrooms are iregdrom Russian Federation —
78.6 tones, Belarus — 54.2 tones and Latvia — @20&s. Also mushrooms are imported
from Germany, China, Ukraine and other countriebout 71.8% of total imported
mushrooms are chanterelle (LR aplinkos minist&q@as).

The company “Hesona”, which is located inas village, developed this business
very successful. Annually this company are proatssel supplied to domestic market
about 50% of purchased mushrooms volume. This coynso are processed
vegetables. Annual turnover of this company amaibaiut 10-20 million Lt. Moreover
hundreds of rural people are employed in this megio

The Forest Act and other legal regulations sudReggulation of mushroom’s collection
in Lithuania regulate mushrooms collection. Incamh@atural person is untaxed, if it is
earned from collection of mushrooms, wild berriests, and medicinal herbs. Forest
covers a relatively large area of low-productivignd in Lithuania. Therefore the
gathering, consumption and sale of mushrooms aréamgortant additional income
source for rural population farming on this lan@u@try people of southeast Lithuania
have significant incomes from this source (Figuxem®is region is distinguished for its
wood and rich mushrooms places (Batuleviciute 2002)
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Note: average wage - 982 Lt/month (2001).
Figure 8. Monthly income of rural population earriexm mushroom'’s collection in
Varéna region (June-October, 2001)

Ravage of moss is the main environmental damage dgmushrooms collectors. The
Regulation of mushroom’s collection defines mainshmooms gathering rules but
mushroom’s collectors are not always following sul®esearch, education, extension
services related to the non-wood products entrepmship development is not existed
in Lithuania. Barriers to entrepreneurship: highpeledence of non-wood products
volume on clime conditions, seasonality, demang éo two species of mushrooms:
chantarelle and edible boletus, lack of informaton education, mushrooms gathering
is free in all types of forests. Research need®uees study, consumers needs study,
co-operation possibilities, market analysis.

4.2.2. The countryside tourism

The countryside tourism is become important agtifor rural population, which could
be a source of stable additional income and a phrthe regional development
especially in unfavourable for agriculture activitggions. The countryside tourism
activity consists: farmstead for tourists lodgepwypding services for special tourists
paths; camping; museology; rent of bicycles, boamsl special tools for tourists
(Lietuvos 2004a).

A part of these activities is dealing with forestipd forests. Mostly farmsteads are
located near waters and forest areas. In 2001 20@farmsteads have been registered
for providing countryside tourism services, whil@02 - 350 farmsteads. About 70.0
thousand tourists used the services of farmsteadsgd2002. All countryside tourism
farmsteads are ranged to four groups. Four “stogkghed farmstead providing the
highest level of services, one “stork” - the loweEhe requirements for farmstead
signed by one “stork™ a night stay on hay in arbor in a modest farmstead; guests
live independently, only a few services are progide

The requirements for farmstead signed by two “sorguests live in a farmstead in a
summer cottage; common sanitary facilities, shofeerall guests; guest rooms are
cleaned; catering upon the agreement. The requirsnier farmstead signed by three
“storks”: guests live in a farmstead separatelynfrthe hosts; double or three-place
rooms; sanitary facilities, showers not in evergmgp a kitchen, dishes and sauna for
guests.
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The requirements for farmstead signed by four k&tbrcosy and neat environment in
the farmstead; single and double rooms with allveorences, services, supply of
various attractions, traditions of culinary hergagrganisation of festivities, seminars
and conferences (Lietuvos 2004).

The farmstead activity is organised as personarpnses. The business certificate is
obligatory for providing of countryside tourism egiges. Mostly it is small-scale
business. Average farmsteads have only 10 bed$patmuirists. Institution involved in
the sector: the State Tourism Department undeiimestry of economy, Lithuanian
Tourism Association; Lithuanian Countryside Touri8ssociation.

The main objectives of the State tourism departnaet to evaluate the strategic
planning of tourism activity; to offer proposalsatiag with tourism policy and it's

implementation for Government; to implement the idlal programme of tourism

development; to co-ordinate the state institutiacsivity for tourism development,

information and resources usage as well as assessme

Lithuanian Countryside Tourism Association is nawgrnmental organisation The
Association unites persons providing countrysidgism services. The main objective
of this organisation is to unify countryside toumiservices providers for solving their
objectives and problems.

According to the legal acts the tax concessionsaagglable for countryside tourism
services providers if the 50% of total annual ineomas earned from agriculture
activity. Moreover the compensation of bank intere$s loan could be covered
according to the regulation of the Ministry of Agiriture. Information dealing with the
tourism in Lithuania is provided by the informat@dncentres (35). Lithuanian
Countryside Tourism Association provides informaticabout farmsteads and
countryside tourism services on the Internet.

In 2003 the case study “Tourism market developmehithuania” was carried out by
the Group of Business Management Technologies [¥&804). The report of case
study consists a chapter “Countryside tourism”. éfig concluded that countryside
tourism would develop faster than other types airiton in Lithuania. Education of
tourism specialists is organised by few institusiom Lithuania (Kaunas business
college; Klaipeda Accounting school; Kaunas collegéius co-operation college).

Special courses for entrepreneurs and advisingrganised by the Countryside tourism
Association. The educational material dealing witiral enterprise management,
organising and planning, guide of managers, bogkkegeand taxes etc. for countryside
tourism entrepreneurs is offered on the websitAssiociation. Moreover the education
programme of countryside tourism organising is aldse prepared and trainings for
countryside tourism entrepreneurs organised (Letu®2004a). Participants of trainings
have a possibility to get a special certificatec&y of room rent in farmstead vary from
15 Lt up to 125 Lt per night. The price level deggion quality of provided services.
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The owners of farmstead perform roles of entrepreny@wners, and managers:

* Entrepreneur — organises the countryside touristivigc gets profit from this
activity and takes the benefit to society;

* Owner — has a property right to use resources ¢amiryside tourism activity
development and income earned from this activity;

* Manager — coordinator of countryside tourism attivin own farmstead, decision
maker and implementer (Lietuvos 2004a).

Mostly the verbal agreements (contracts) are madesérvices providing between
farmstead owners and tourists. The written agre&snare recommended to made,
because sometimes agreed prices and servicesycqralihot kept.

The financial investments and other resources areded for establishment of
countryside tourism business. The main elementsanintryside tourism activity:

farmstead preparation for countryside tourism; asfructure creation for services
providing; services providing for tourists; relait® between business partners;
providing information for clients; booking and docentation of activity.

The deep integration is between countryside touastivity and usage of non-wood
products and services (mushrooms and wild ber@adiseging, hunting etc.). Barriers to
entrepreneurship: payment for business licence, doadlitions of countryside roads,
strict restriction in protected areas impendingdbentryside tourism development, low
quality of services. Related research needs: asalgé forest significance for
countryside development and integration with ofoegst enterprises.

4.2.3. Hunting

The total hunting area constitutes 4,178,362 hestarcluding 1,931,651 hectares of

the forest area and 2,246,711 hectares of thesfislttubs and waters. The total hunting

area involves 897 hunting units, where are mora 8@ thousand hunters — users of

game resources. The number of the harvested gar@@0®/2003 hunting season is

indicated in the Table 7. Products of hunting:

* Venison and meat from hunted game (roe deer, red deose, wild boar, brown
hare, beaver, waterfowl)

» Trophy (antlers with or without skull cap, tuskkubs, hoofs, bones)

* Furs, skins (fur game, ungulate skin, pelage)

» Game bristle, feather, fluff

* Perfumery raw

* Other small raw for household.

The Hunting Law and Hunted Rules as well as the laivVildlife define public
relations concerned with game use and protectidive Ayame animals are under the
exclusive state proprietary. Hunted animals bectragroperty and are at the disposal
of the land users except a hunting trophy and #saxienison that became property of
the particular hunter who has hunted the certamega
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Game resources users:

* Natural persons: non-associated persons and assboreembers of different local
hunter associations. The total number of the hanier29.3 thousand including
27,695 persons or 90.8% (by data 2003) hunters—bmesmof the Lithuanian
Association of Hunters and Fishers. 7,772 hunterthiod of the total number of
members are hunters of the higher category redplenfir the game selection and
culling. There are only 0.4% of hunter-women. Né&&50 or 9.2% hunters are
members of other Hunter organisations. The datauorers are given and collected
in theHunter Digest, the main Hunter Data Base from Apr. 2004.

* Legal persons: hunting clubs, groups (units) arr tassociations (n=649 hunting
clubs belonged to the Lithuanian Association of téus and Fishers), that in turn
belong to 7 regional Environment Protection Deparite. The hunter clubs and
groups are public organisations following their tsta, the Law of Public
Organisations, and other legislative acts. 3,918s@es — members of the
Association are extramural hunters. Hunting clubgsgkhunted game production at
their discretion; biological research institutiomsgaged in the game management
and wildlife sciences, habitat conservation, nahased tourism, which have been
deputed to use game resources with scientific papoby the Ministry of
Environment.

Game production processors:

» Personal (families, personal enterprises);

e Joint-stock companies. The main venison processoigpany is Joint Stock
Company “Viltlit” that has subsidiary companies time different regions of the
Lithuania.

Processing is mainly concentrated in the closetd giock enterprises (“Viltlit” "~ 70%,
“Utenos ntsa” etc. ~ 20%) and family & SMS (~10%).

Table 8. Prices for the fresh untreated game (ktj,12002/2003 season)

| class Il class Il class
Roe deer 9 Lt (2.61 euro), 7 Lt (2.03 euro) 6174 euro)
Red deer 4 Lt (1.16 euro) 3 Lt (0.87 euro) 2 L6@euro)
Moose 4.5 Lt (1.30 euro) 3.5 Lt (1.01 euro)
Wild boar 4Lt (1.16 euro) 3 Lt (0.87 euro)

2003 annual export constituted a venison as tHewsl deer - 2 tons, moose — 9 tons,
roe deer — 83 tons.

The General Forest Enterprise under the Ministry Ewfvironment is the main
coordinator of the professional hunting area (PHAxnagement and use forest
enterprises are responsible for the organisation @nplementation of PHA
management, supervision and protection. The GeReralst Enterprise also settles and
revises the advisable tariffs for hunting takingpironsideration external changes in
hunting prices.

Local municipalities give the financial support fpreventive measures while other
activities as the development of hunting tourismptgction and increase of game

Acta Silv. Ling. Hung. Special Editio. 2005



462 Mizaras, S - Mizaraite, D. - Lebedys, A. - Pivoriunas, A. - Belova, O.

populations, management and supervision are suwggpbolly the income from
organisation of hunting, venison sale, hunting lit&e$ and other incomes from the
main activity of forest enterprises. Special PeasoBnterprises “Felis”, “Explore
Baltija”, “Hubertus Baltic”, etc. organise and puesboth domestic and external hunting
tourism. Countryside farmsteads (32) offer domdstioting tourism facilities as a part
of the countryside tourism.

The hunting profit is appropriate by the user stadnd share on the ground of valid
legal acts. Hunting production (shot, captured ealor unalive animals, their parts,
thrown antlers and other products of their vitativaty as well as dead or injured
animals that are found on the hunting area) ownedisers of hunting area. Users
dispose hunting production at their own discretraiuding personal use and selling.

In the mean time, respectively:

e Users of hunting areas pay a set annual fee fouskeof game resources at stated
period of the half-year on the ground of huntingaacategory depending on the
habitat suitability to game (Categories | — VIikiffa from maximum 1.8 Lt/ha (0.52
euro/ha) to minimum 0.1 Lt/ha (0.03 euro/ha)), ler jnectare. In this case, the
Environment Protection Fund of the local municifyaiets 70% of the annual fee,
and the Treasury accumulates the next 30% for ¢weldpment programmes of the
environment protection. The fee is decreased ircéise of changes in the property
relations and forbidding the hunting on the priviated respectively. The most share
not less than 70% of the cumulative fee is desidoethe preventive measures that
are necessary for forest/landowners, managers sg1d of hunting areas protecting
forest/land against damage caused by game

e Users of hunting areas also pay to the Regionalir&mwent Protection
Departments (REPD) for licences to hunt the cert@me species, 1 Lt per one
licence.

* Landowners, who have contractual agreements anochifped to hunt on their
territory, are recompensed for the damage causeghime to forest and agricultural
crops according to validate legal acts.

* Landowners, who have forbidden to hunt on thenittely and made a veto request
to the Commission of the HAU Formation of the logalnicipality within 1 month,
are not recompensed.

* Landowners — hunters have right to form the hunéiren unit on the condition that
the hunting area unit is not less than 1,000 hestdn the concrete, it is possible
only in co-operation with the not few neighbourdandowners. Landowners —
hunters dispose hunting area and hunting productibrtheir own discretion.
Licences are obtainable on the same way from thReOREaking into consideration
that alive game are exclusive state property.

* Landowners — hunters have right to hunt on theihgrarea units that cover their
private lands under the agreement with all useeslgfcent hunting area units.

* Manufacturers of the purchased hunting productispase their production at their
own discretion on the ground of the valid laws eegllations.

« Forest Enterprises managing the professional hyiatieas, organise and implement
measures of management, maintain and protect gaméations and their habitats,
protect forest against damage caused by gamectaliel propagate experience,
information and samples of the complex model ferggtme management and
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agriculture, development of the hunting tourism amghting traditions. Forest
Enterprises use the income of hunting organisatgale of venison, hunting
facilities as well as incomes from the main foresinagement activity for the
development of hunting tourism and increase andanipg game populations and
habitats. Additionally, these users of game resmsigbtain the financial support for
the forest protection against game from the locahicipality. These hunting units
are under the control and supervision of the Gérfayeest Enterprise that is their
constitutor.

Nature-based tourism including hunting tourismiséng as an important branch of the
existing and developing village tourism (n= 32 cioyside farmsteads). The hunting
tourism is treated as the active consumptive branahshould be combined with non-
consumptive passive branch such as game watching pfwotography and non-
consumptive active one as the hiking and watchimgtography tour.

Formation of the private professional hunting are@ates the development of hunting
facilities, game farming and further processing #mding. The total private hunting
area constitutes 11,416 hectares and has furttemap

Joint- stock company “Viltlit” is the main venisqmrocessing company while other
large meat processing companies “Utenésaf “Nematekas”, “Agaras”, “Krekenavos
Agrofirma” contribute fractionally.

4.3. Conclusions: Supporting and limiting factors ér enterprise development in

non-wood forest products and services production ah barriers to

entrepreneurship

Supporting factors:

* Rich resources of non-wood products (mushroomsl befries, game meat etc.)

e Increasing the demand for non-wood products, hgntountryside tourism.

» Activities dealing with non-wood products use afécent and create the new
workplaces in rural areas.

Limiting factors and barriers:

» High dependence of non-wood products volume oneclionditions

» Seasonality of non-wood products production

 Demand only for few species of non-wood productg, snushrooms: chantarelle
and edible boletus.

e Lack of information and education about non-woaoadpicts and services.

» Gathering of wild berries, fruits, mushrooms isfie all types of forests.

Main problems: intensive use of non-wood produstsak co-operation of SME'’s; lack

of knowledge about production of non-wood produatsl services; limited financial

resources; prevention of using rights NWFP’s invae forest holdings. Research

questions: NWFP’s resources study; NWFP’s marketyaris; an analysis the role of

innovation on non-wood forest products and servideselopment; modelling of

different forest products and forest function (nfutictionality); assessment of NWFP’s

value. Possible policy implifications:

« Strengthening establishment and development SMi&dyzing non-wood products
and services in rural areas.

* Encouragement of SME’s co-operation.
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5. Forests and ownership
5.1. State of the art and historical development

The total forested area has been steadily incrgafiom 21.8% in 1938 to 31.3% in
2003. Furthermore, timber volume has increased.grbwing stock volume increased
from 158 million cubic meters in 1938 to 383 miflicubic meters in 2003 (Ministry
2003). In Lithuania the private forests ownershgmihated till 1920. Private forest
owners owned about 65% of total forests area. 6@thdsand hectares private forests
have been transferred to the State Forest duridg-1937. Since 1938 private forest
constituted only 173 thousand hectares (about 16%tal forest land area). In 1940
part of private forests have been nationalised byie® Governance. Since 1950 the
private forest ownership has been avoided in LiiuaAfter the declaration of
independence forest property rights have beenregksto

5.2. Forest resources

The main characteristics of Lithuanian forest reses (01-01-2003): forest area —1951
thousand hectares, growing stock —382.6 milliontimé,average volume — 196 m?3 per
hectare, the annual increment — 6.2 m3 per hectweests are divided into strict
reserves (1.6%), ecosystem protection forests (B.9%creational forests (3.9%),
protective forests (15.2%) and commercial fore318.4%). Forest fellings in strict
reserves is forbidden. The trees in ecosystem gifoteand recreational forests, which
reached the natural maturity, can be cut by noaratettings. The stands final cutting
ages in protected areas are higher than in comatdorests areas. Coniferous stands
prevail in Lithuania (Table 9).

Table 9. Forest stands area and volume by treéespec

Tree species 1000 ha Mill. m3
Pine 711.5 163.5
Spruce 445.3 85.1
Oak 35.7 6.8
Ash 51.4 8.5
Birch 392.2 65.7
Black alder 1195 23.0
Aspen 57.3 12.4
Grey alder 122.0 15.2
Other 16.1 2.4
Total 19510 382.6

Source: Lithuanian statistical yearbook of fores2§03.

Afforestation of agricultural land during last fiyears: 3,626 hectares. It is 0.1% from
total agricultural land (3,487 thousand hectareghuania has a rich wood and non-
wood recourses. It is supporting factor for entsgdevelopment in the forest sector.
Moreover large abandoned agriculture land areasddo@ afforested (about 200-300
thousand hectares). Limiting factor is a big amaafremall-sized wood and no demand
for such wood in Lithuania.
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5.3. Forest ownership

The private forests constitute 222.2 thousand feiarest owners and 665.7 thousand
hectares (01-07-2004) (Figure 9).
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Source: Department of Forests, Ministry of Environine
Figure 9. Forest restitution in Lithuania (1993-2p0

This is 32.7% of total forest area small-scale goreoldings (1-5 hectares) prevail
(Figure 10).
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Source: State Forest Survey Service
Figure 10. Number and size of private forest hajdi1-01-2003

State forests occupy 67.8% of total forests aréayhoch 18.0% forests reserved for
restitution. State forests are managed by 42 &iatst enterprises and 4 national parks.
Average area of state forests enterprise is 3lAst#nd hectares. The smallest state
forest enterprise by area is 8.1 thousand hectdresdjiggest - 52.7 thousand hectares.
According to the Forest Act of the Lithuanian Relpylforests are divided into state
and private. Every man has a right to collect aedNWFP from state and private
forests.

Ownership based factors supporting enterprise dpuant factor are that increasing
the area of private forests and obtained rightooédts land purchasing by companies.
Limiting factor is that the big area of forestsdais reserved for restitution (18.0%).

The owners of these forests are still unknown.
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5.4. Main problems and research questions in foresesources and ownership for
enterprise development in the forest sector

Problems in forest resources: no demand for snmddsand low quality wood;
necessity to afforest big areas of agriculturatildProblems in ownership: slaw process
of forest restitution and privatisation; about 28.%orests are not used; restrictions of
forests usage without compensations; state prop#riyame in private forests; SFM
implementation in small-scale forestry.

Main research questions: the analysis of privateests owner’'s problems and
objectives; comparative analysis of state and peivBorestry; harmonisation of
multifunctional forestry; small-sized wood utiligat for bio fuel.
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