ITTC(XXXV)/15

Page 10
ITTC(XXXV)/15

Page 9

[image: image2.png]



THIRTY-FIFTH SESSION

3 – 8 November 2002

Yokohama, Japan
Achieving the ITTO Objective 2000 and
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Executive Summary

1. BACKGROUND TO THE MISSION

The International Tropical Timber Council (ITTC), at its Twenty-ninth Session, adopted Decision 2(XXIX) entitled “ITTO Objective 2000” which set up a possibility for producer countries to seek specific assistance in their efforts to achieve the Objective 2000 and sustainable forest management (SFM). The Government of Peru requested such assistance from the International Tropical Timber Organization (ITTO). Accordingly, a Diagnostic Mission to Peru was carried out in February and June 2003 and produced this report within the specified terms of reference. 

The objective of the Diagnostic Mission was to assist the Government of Peru to identify in the country those factors which most severely limit progress towards achieving Objective 2000 and sustainable forest management, and to formulate an action plan to overcome these constraints. The members of the Diagnostic Mission were Mr. Tapani Oksanen (Team Leader, Indufor, Finland), Dr. Chris Elliott (WWF International) and Dr. Amantino Ramos de Freitas (Private Consultant, Brazil).

The Diagnostic Mission was carried out in two phases:

An inception Mission was carried out by the Team Leader to initiate the process for the Diagnostic Mission. The inception Mission was carried out from 22 February to 1 March 2003 in Lima, Peru, including a two-day field trip to Pucallpa to interview major groups of concession holders in the Region of Ucayalí.

The conclusion of the inception Mission was that in Peru a great deal of analysis on the issues related to sustainable forest management has been carried out and discussed in a broadly participatory process in recent years. This has taken place in the context of the formulation of the newly approved forest legislation and the still on-going National Forest Strategy process. To avoid repeating work that had already been done, and to maximise the usefulness of the Diagnostic Mission, it was suggested that the work of the main Mission be structured on the basis of the instruments of forest policy implementation in Peru defined in the new forest law.
The main Mission was carried out from 2 to 17 June 2003. During the main Mission broad-based consultations were carried out with different groups of actors within and outside of the forest sector. In addition to meetings with Central Government authorities, the scientific community, national NGOs, industrialists and donor representatives in Lima, the Mission also visited Cajamarca, Ucayalí and Madre de Dios and met with representatives of the Regional Governments, local producers, indigenous groups and local NGOs. 

The recently established forest development promotion agency of Peru, FONDEBOSQUE, acted as the national counterpart organisation for the duration of the Diagnostic Mission. 

2. POLITICAL, MACROECONOMIC AND SOCIAL CONTEXT

The overall development goals of the country are expressed in the National Governance Agreement promoted by the Government of President Alejandro Toledo. The Agreement aims at institutionalising the dialogue between important actors in the society and finding commonly agreed solutions to critical social issues. The Government promotes integrated and sustainable development through decentralisation and strategic planning as well as to combat poverty, improve food security and promote equal opportunities and employment creation. The other main thrusts of the Government’s policies aim at improving the competitiveness and productivity of the Peruvian economy, and the formalisation of economic activities. A rural development policy, based on these premises, is in the process of being established.

Transfer of authority and responsibilities from the Central Government to the newly established Regional Governments is high on the agenda of the Government. Regional Presidents were elected in November 2002 by popular vote and the Regional Governments are now in the process of setting up their administrative and financial structures. They face an enormous challenge in handling the responsibilities that will be gradually passed from the Central Government to the Regional Governments in a process that will start in 2003. These responsibilities include, among others, the responsibility for the administration of the forest resources, scheduled to take place in the beginning of 2004.

The economic situation of Peru has in 2001 and 2002 moved from a period of contraction of the GDP to a period of growth. In 2002, the GDP increased by 5.2% and the estimate for 2003 is 4%. Inflation is at 1.5%, which is the lowest of the major economies in South America. Despite these improvements in the economy, the provision of employment for the increasing number of people in the economically active age group, and ensuring that the benefits of the economic growth reach the majority of the population, remain formidable challenges. These demands are putting a tremendous pressure on the government to find quick and effective ways to increase employment and reduce poverty.

3. STATUS AND TRENDS REGARDING THE FOREST ESTATE

Considering the natural characteristics of Peru, the country has considerable potential for forestry development. Most of the country (80%) is classified as forestland, whereas only 6% is classified for agricultural use and 14% as grazing-land.

Peru has 78.8 million hectares of natural forests, of which 74.2 million hectares are located in the tropical forest region east of the Andes mountain range (Selva), 3.6 million hectares in the coastal region west of the Andes (Costa), and 1.0 million hectares in the mountain region (Sierra). It is the second most forest-rich country in South America and occupies the eighth place globally. 24.6 million hectares of the forests are classified as permanent production forests, 16.3 million hectares are set aside for protection and conservation, and the rest are reserved for other uses (e.g. as local forest or forests managed by indigenous communities) or kept aside for future production. The location of the permanent production forests is shown in Figure 3.1.

In addition to natural forests, according to official statistics, some 700,000 hectares of forest plantations have been established, mainly in the Sierra. It is, however, not certain how much of these plantations actually exist. The rough estimate is that some 400,000 hectares of plantations can be found in relatively good productive conditions.

According to the Natural Resources’ Institute (INRENA) of Peru, the annual deforestation is estimated at 261,000 hectares, and the total accumulated deforested area is some 9.5 million hectares, 13% of the total original forest cover of the country. The main driver of deforestation is commonly considered to be rural poverty that is forcing people to carry out unsustainable agricultural practices in the forest areas, especially in the so-called Selva Alta (higher regions of the Amazonian jungle towards the Andes range). There is a considerable internal migration from the poor areas of the Sierra towards the Selva Alta. The illegal production of coca in these regions has undoubtedly been an additional contributing factor to deforestation, leading to a general state of lawlessness in many of the more remote areas. 

Although the forests of the Peruvian Selva show great potential, with commercial volumes up to 20–30 cubic meters per hectare, current logging activities are concentrated heavily on two valuable species, mahogany (Swietenia macrophylla King) and cedar (Cedrela odorata L.). About 80 other species have been supplied to the national and local markets for many different types of applications but many of these woods are commercialised without much attention given to separating individual species. A significant effort to introduce lesser-known species (LKS) was made a few years ago by the National Forest Chamber (CNF) with the support of the ITTO (project PD 37/88 (I)).

Figure 3.1
Permanent Production Forests of Peru
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Illegal logging of mahogany and cedar is the most acute problem of the forest sector in Peru. It is estimated that anywhere between 70 to 90% of all timber coming to the market is illegally harvested, although no reliable data is available on this issue.  The linkages between illegal logging and other unlawful activities in the forest areas, combined with limited resources and capacity for law-enforcement, make it extremely difficult for the forest authorities to effectively combat this problem. In addition to the permanent production forests, forests belonging to native communities are subject to illegal logging. The pressure on these areas, as well as on the areas belonging to the national protected areas system, is increasing as the availability of commercially valuable species decreases in other forest areas. 

4. FOREST INDUSTRY, PRODUCTS AND TRADE

There are five main wood producing areas in Peru: Pucallpa, Iquitos, Tarapoto-Juanjui-Picota, Satipo and Puerto Maldonado. Lima is the main hub for receiving and distributing wood for the industries located in the central part of the country. 

The main products of the Peruvian wood industry include rough sawn lumber, dimension lumber, joinery (doors and windows), structural elements (joists, columns, rafters), rotary cut veneers, sliced veneers, plywood, pre-cut flooring (parquets), mouldings, furniture parts and components, cross ties, truck beds, dowels, and pallets. After reaching a peak of 1.2 million cubic meters (roundwood equivalent - rwe) in 1996, the total volume of production has declined to 600,000 cubic meters (rwe) in 2001, about 80% of which is rough sawnwood. In the last three years there has been a tendency towards an increased production of value-added items. In general, the industrial facilities are quite old and operate with low productivity and less than perfect product quality

Non-timber forest products (NTFPs) play a very important role in the livelihoods of rural communities and people living in the forest by supplying them with food, construction materials, medicines, and textile fibres for their clothing. In addition, some NTFPs are sold as raw materials and contribute to generate jobs and income to local populations. 

Some 10% of the wood products produced in Peru are exported. The value of wood products’ exports has increased dramatically in the 1990s, reaching some USD 100 million in 2000, however, this still represents only some 1.5% of the total exports of Peru. Due to increasing imports of paper products, the trade balance in the forest sector has been negative since the mid-1990s. A number of NTFPs are also exported.

5. FOREST CONSERVATION AND BIODIVERSITY

Peru is a treasure house of biodiversity, and the country’s forests are particularly rich in this regard. Peru’s flora includes over 25,000 flowering plants (10% of the global total) of which 30% are endemic. Peru ranks in the top five countries in the world in terms of faunal biodiversity and is classified as one of the “Megadiverse Countries”. The country is also rich in genetic resources of importance for agriculture such as varieties of potato, maize, squash, llama, and vicuna.

Peru has a well-developed protected areas system (National System of Protected Areas under State Protection – SINANPE) covering 13% of the country’s territory. Most of these areas are forested and the system covers all major forest types. In addition to national parks and national sanctuaries, the system includes historical sanctuaries, landscape reserves, wildlife refugees, national reserves, community reserves, protection forests, and game reserves.

6. CONTRIBUTION OF THE SECTOR TO BROADER OBJECTIVES OF THE PERUVIAN SOCIETY

The Strategic Plan of the Government of Peru for 2002-2006 emphasises investment, economic growth and employment creation as a means to achieve significant reduction in the levels of poverty. In recent years the forest sector contribution has been estimated at around 1% of the GDP. 
In the national accounts, the value for the forest sector is based almost solely on three products: sawn timber, veneer, and parquet. It is argued by the forest sector that the total contribution, including NTFPs, firewood, local construction materials, ecological tourism etc. - which are either registered under other productive sectors or not registered in the formal economy at all - is much higher. Even more so if such indirect benefits as the environmental services of forests, or inputs provided for agriculture (water, soil conservation, etc.) are included. However, these benefits remain invisible in the national accounts. 

The direct contribution of the forest sector to social development through employment creation is relatively modest at the national level, but significant in the Selva region. It is estimated that some 75% of the economically active population earn their livelihoods from forest related activities in this region. 

Due to its low apparent contribution at the macroeconomic level, the forest sector has never been able to establish itself as an important element in the development strategy of the Government of Peru, with a status comparable to that of such natural resource related sectors as mining, fishing or agriculture. Similarly, the sector has experienced difficulties in dealing with the principal extra-sectoral constraints to sustainable forest management (e.g. coordination of land use planning and land titling).

7. FOREST POLICY, STRATEGY AND LEGAL FRAMEWORK: STATUS OF IMPLEMENTATION

Although Peru has no formal forest policy statement, two major documents have been developed and adopted recently which implicitly describe the forest policy of the country.

The new forest legislation (Ley Forestal y de Fauna Silvestre 2000, and Reglamento de la Ley Forestal y de Fauna Silvestre, 2001) defines the overall normative framework for the sector including the institutional elements for forest sector governance. This constitutes the main forest policy document of Peru. Its legitimacy is enhanced by the broad participatory process, involving extensive consultations with different stakeholder groups at local and national level that was used in its formulation over a ten-year period. The process was supported by a variety of national and international NGOs and donors, including ITTO. 

The forest legislation defines the main principles of the forest policy as follows:

· sustainable management and conservation of all forest products (wood and non-wood) as well as other forest biodiversity,

· participation of a wide range of stakeholders including the central government, private sector, local and regional governments, and the general population in the decision making, financing and benefits of the sector in the context of an overall process of decentralisation,

· efficiency and competitivity in the management of the forest resources on the basis of environmental, economic and social criteria, and

· simplicity and transparency of administration and access to information by all concerned parties. 

Parallel to the forest legislation a National Forest Strategy (Estrategia Nacional Forestal, 2002) has been formulated. The forest strategy presents a historic analysis/baseline for the sector, defines a “vision” and strategic principles, strategic objectives, results, and programmes for the development of the sector as well as indicators for their monitoring. The document has been widely discussed in a participatory process. The process has been supported by FAO through a project financed by the Netherlands. However, the Government has not formally adopted the national forest strategy.

The country is a signatory to the Convention on Biological Diversity and has adopted a National Strategy for Biodiversity Conservation. This biodiversity strategy is implemented by two main legislative instruments: a 1997 law on the Protected Areas System (SINANPE), and a law on Conservation and Management of Biodiversity, also from 1997. Biodiversity conservation has been a priority already for previous administrations, and the issue benefits from strong civil society and external support.

The main instruments for forest sector reform and their current status of implementation is summarised in Table 8.1.

8. KEY ISSUES, CONSTRAINTS AND CHALLENGES

It is no exaggeration to say that the Peruvian forest sector has suffered from almost 20 years of neglect, and that the new Millennium has brought fresh hope with the adoption of a new policy framework in the year 2000. This policy framework has been developed through a broad consultative process with active civil society and private sector involvement, which has lasted over a decade. This gives the framework a strong foundation. However, it also means that to some extent there is a lack of clear priorities and vision on the comparative advantage of the country's forest sector. Intra-sectoral consultations have also resulted in an approach that is not fully integrated with Peru's macroeconomic development goals.

Whatever the strengths and weaknesses of the new framework, two points are clear. It is a significant improvement on the 1975 forest legislation, and it is being implemented under difficult internal and external conditions. There are strong social pressures from the "informal" elements in the forest sector to dilute key aspects of the new framework. It is not clear what the final outcome will be but it is clear that some choices have already been made. Peru has chosen to try to turn informal operators into organised entrepreneurs and add value by vertical integration of small producers, instead of trying to attract large international investors. High expectations have been created by the new policy framework and it will require concerted efforts (including support from beyond the sector) to make the new policy work. 

Table 8.1
Summary of Main Forest Policy Instruments and Their Implementation
	Instrument
	Status of implementation

	Revised institutional structure for the forest sector, including a national consultative council for forest policy (CONAFOR), a re-engineered national forestry institution (INRENA), and an independent forest control and supervision agency (OSINFOR)
	CONAFOR has not been established. INRENA is in the process of re-organization based on its new structure and functions defined in the Supreme Decree approved by the President in January 2003. Regarding OSINFOR, a revised proposal has been prepared in December 2002, but no practical measures have been taken to establish the institution. 

	Institutionalised stakeholder dialogue and consultation in the forest sector through the system of national and regional roundtables (MDCF)
	The national-level MDCF holds regular meetings, and has set up a Transition Commission which has defined a proposal for a work-plan for the implementation of various key instruments of the forest policy. Regional MDCFs have been set up in five regions, and additional ones are in the process of being established in six regions. Discussions are on-going to involve a broader set of actors in this dialogue.

	A new framework for sustainable forest management and reforestation based on : (i) long-term commercial timber concessions, (ii) sustainable management of forests belonging to indigenous communities, (iii) sustainable management of local forests by local governments and rural populations, and (iv) establishment of reforestation concessions
	The system for commercial timber concessions is in implementation and more than 10 million ha of production forests in five departments in the Selva have been allocated for public competition. The process has suffered from considerable delays due to conflicts between major groups of stakeholders and political problems related to the decentralisation process. Considerable political pressure continues to modify the system. Several projects and programmes are working to help native communities to manage their forests; however, these activities are not prioritised by the Government at the moment due to the strong focus on timber concessions. No local forest or reforestation concessions have been established so far. 

	Creating an independent agency for the promotion of forest-based production and industries and marketing of the environmental services of forests (FONDEBOSQUE).
	FONDEBOSQUE initiated its activities in the second half of 2002 and is currently setting up its operations in the major forest production regions of the Selva, With funding from the Government of Netherlands, FONDEBOSQUE has also started to provide technical assistance, training and financial services to the producers. Another major initiative, CEDEFOR-PERU, supported by WWF/USAID, has also been launched to support the concession holders in SFM.

	Establishing a FSC accredited system for voluntary certification of forest products.
	The Peruvian standards have been endorsed by FSC. No forests have yet been certified but capacity building in this regard is going on with the concession holders.

	Strengthening the independent trust fund (PROFONANPE) to support the management of the Protected Areas’ System (SINANPE). 
	PROFONANPE was established in 1992 and has obtained increasing support from GEF, bilateral donors and through debt swaps. Illegal extraction of mahogany is a severe problem in several national parks, and the Government’s capacity to monitor and control this is weak.


A number of key challenges and constraints can be identified: 

· Forest policy implementation takes place in a challenging macroeconomic context, including the ongoing decentralisation process that is beginning to devolve significant responsibilities to regional governments. Most regional governments do not appear to have the capacity to provide the support and control required by the new policy framework. The existence of a large “informal” sector which has functioned on the basis of short-term cutting permits, rather than the long-term concessions required under the new policy, will continue to create pressures against the change.

· Although the ex. Minister of Agriculture, Mr. Alvaro Quijandría (currently Presidential Adviser) has for the past 2 years been deeply involved in forest policy implementation, this type of support from the Ministry of Agriculture has not traditionally been the case. In addition, there is a lack of support and perhaps even interest from other Ministries. This is partly because the forest sector has not articulated a clear vision for its contribution to national development and promoted this effectively. The exception to this is biodiversity conservation which has done this and benefits from strong civil society, governmental and donor support.

· The new forest legislation has created or proposed a set of new institutions. However, mandates and relationships between the institutions have not been fully agreed. OSINFOR has not yet been established. As an autonomous entity under the Prime Ministers’ Office it is charged with the supervision of concessionaires. Since some 70% of timber production is considered illegal, success in this area is vital for the credibility of the new policy. 

· Making the new concession system operate effectively will be a key success indicator for the sector, and civil society in general. This implies "formalising" many actors who are now operating "informally", either on the margins of the law, or illegally. For example, currently there is limited access to bank credit for forest management; however, there is a functioning alternative financing system of "habilitadores" for financing the "informal" sector. Some doubts exist in particular whether a critical mass of small informal operators will be able to improve their performance and take over the running of large concessions. Addressing the CITES listing of mahogany and developing technical and managerial capacity of smaller operators are crucial issues in this regard. 

· The new forest law does not allow the sale of forest land. However reforestation and afforestation on a large scale may require the possibility of sale of forest land to national or international investors. If this is envisaged, revision of the law in this regard may be needed. The economic viability of plantations in different conditions needs also to be studied in more detail to establish their competitiveness compared to well-established plantations in neighbouring countries. 

· The industrial processing park is not particularly modern and its main focus is on primary processing of mahogany and cedar. Numerous other species could potentially have a much more important role in the future. 

9. RECOMMENDATIONS

The mission has made the following recommendations to address the constraints and challenges identified: 

· Overall, the involvement of civil society in forest policy reform has been beneficial. The government should continue to involve civil society and the private sector in the implementation process through regional and national roundtables, and local forest management committees. The mandates of consultative groups, such as the roundtables, should be clarified and the more informal consultative and advisory bodies (e.g. MDCF) should be clearly differentiated from those with management and decision making responsibilities (e.g. CONAFOR). 

· Successful forest policy implementation will require a clear and transparent monitoring of outcomes by civil society and the private sector.

· It is necessary to improve the profile of the forest sector in Peru's macroeconomic landscape. To achieve this the full value of the forest resources should be evaluated and effective strategies established to communicate this to the decision-makers, especially the Congress. 

· The National Forest Strategy can play a role here but it should include a clear vision and explicit forest policy statement based on a realistic assessment of future contribution of the sector to economic development. This is necessary to generate the high-level political support which the sector has lacked to date.

· Cross-sectoral coordination should be improved. Longer term and short-term strategies will be needed to address this key issue. Of particular importance is the coordination among agencies responsible for land allocation and infrastructure such as PETT and INRENA to avoid overlaps in designating land for different uses.

· The institutional bottlenecks facing the sector should be addressed. Setting up the concession inspection agency OSINFOR is necessary but not sufficient. Support and capacity building for regional governments is key to making the change work under the new decentralised setting. 

· To ensure that the concession system will operate in a socially responsible, ecologically sustainable and economically viable manner, efforts to improve the performance of existing concession holders from the informal sector, need to be intensified. Institutions working with concessionaires such as FONDEBOSQUE and CEDEFOR should coordinate their efforts in this direction, and donor co-ordination is needed at policy level as well as regarding new programmes. Concerning mahogany, Peru's CITES scientific authority needs to be resourced as an urgent matter.

· The opportunity offered by the launching of forest concessions should be used to promote value added processing of larger volumes of wood and larger numbers of species. More secondary processing closer to forests and improved infrastructure, financing and training would bring substantial benefits to the sector, and to the Peruvian economy, particularly in the Selva where alternative economic activities are scarce. Joint efforts with local governments are needed to create conditions for value-added processing.

· Tailored financing mechanisms for the sector need to be developed using a holistic approach, based on a long-term vision of the forest sector. Mechanisms will differ for the Sierra and Selva. Including forest concessions in the national land register is a key point, as this could remove a current bottleneck to financing. 

10. IMPLICATIONS TO THE FUTURE ROLE OF ITTO IN PERU

ITTO has over the past decade been one of the few consistent external supporters of the Peruvian forest sector. Currently some 80% of the external support in the forest sector is directed towards the participatory management of the Peruvian protected areas system. This trend is even more pronounced regarding the projects in the pipeline, where some 93% of the financing is directed towards the protected areas, including some 70% of the planned ITTO assistance. While there certainly are valid reasons for supporting forest and biodiversity conservation in Peru, the mission is of the opinion that given the critical situation in the implementation of the new forest policy instruments for sustainable forest management in the permanent production forests, a larger share of the future assistance should be directed for this purpose in the coming years. 

The passing of the new forest law together with the long process of formulating the National Forest Strategy to its current status as a consensus based draft, represent a major breakthrough in the evolution of the Peruvian forest sector towards sustainable forest management. At the same time it is evident that the situation at the moment is very volatile. A major setback in implementation could destroy the credibility of the new model in the eyes of the key actors and the general public. All efforts should be expended to prevent this from happening, as the result would in all likelihood be an irreversible slide of the sector back to illegality and destructive practices. On the other hand, the current model, even with its operational problems and conceptual question marks provides perhaps for the first time in the history of the Peruvian forest sector a coherent framework on which external assistance can be based ensuring improved aid efficiency and effectiveness.

The suggested areas of support for ITTO have been identified based (i) on the assessment of key issues and constraints in putting in place the new framework for the forest sector development in Peru, (ii) other on-going/planned efforts supported by external donors, and (iii) ITTO’s mandate and comparative advantage. Priority has been given to issues which, in the opinion of the Mission, need to be urgently addressed to remove key constraints and provide answers to questions which constitute critical underlying assumptions regarding the viability of the Peruvian policy implementation for SFM. An attempt has been made to prioritise these issues based on the views expressed by different stakeholders in Peru. It must, however, be noted that the setting of priorities is very tentative and that the Peruvian authorities need to consult the MCDF in the process of deciding which ones of the proposed areas should be further developed into project proposals for the ITTO. 

Focal Area 1
Macroeconomic analysis of the forest sector to assess its contribution to social and economic development

Linkage to issues/constraints: The lack of high level support for the sector is identified as one of the principal reasons for the persistent institutional constraints. The forest sector maintains internally that it is, at least potentially, an important factor in the development of the country. To convince the political decision-makers and the high level Government officials (e.g. in the Ministry of Economy) who decide on budgetary allocations on this, the sector needs to develop solid arguments based on macroeconomic assessments of impact.

Priority: high

Focal Area 2
Potential Peruvian application to the ITTO fund for inter-ministerial coordination

Linkage to issues/constraints: Poor intersectoral coordination with other important sectors has been identified by many actors as one of the weaknesses of the Peruvian forest sector process. ITTO has a facility for supporting high-level intersectoral dialogue and coordination which could be drawn from to address this problem.

Priority: high

Focal area 3
Studies on markets and competitivity to identify specific opportunities for Peruvian forest industries 

Linkage to issues/constraints: The concession system established by the new Forest Law requires the sustainable management of the forest resource, which necessarily implies harvesting larger number of species and processing larger volumes of wood per hectare. In order to effectively market this increased production, marketing and competitivity studies will have to be carried out in Peru and in potential consumer countries. Competitivity studies should focus on the entire production chain, from tree felling to the manufacture and distribution of final products. Due consideration should be given to the potential role of “wood processing clusters” located near raw material producing regions, as a tool for promoting competitiveness.
Priority: Medium
Focal Area 4
High-standard feasibility studies of on proposed projects (e.g. forestry mega-project)

Linkage to issues/constraints: The “forestry mega-project” being promoted by the Presidents of the five regions of the so-called “Northern Macroregion” is the most ambitious reforestation project contemplated in Peru so far. It is important that a state of the art feasibility study is carried out on the project concept to ensure its economic, social (especially regarding the availability of land) and environmental viability before additional actions are taken on the political level to promote this project.
Priority: high
Focal Area 5
Feasibility studies on regional/national reforestation plans

Linkage to issues/constraints: There is also considerable political interest in massive reforestation projects in other parts of the country. One of the important arguments is employment creation, which is a political priority for the Regional Governments. However, at the same time there are doubts whether the current law on reforestation concessions (especially the Article 28) permits massive investments by the private sector in such projects. Moreover, there are open issues about the actual availability of sufficient amounts of deforested lands for these types of projects. The competitiveness of Peruvian plantation-based timber compared to imports (especially from Chile) is being questioned as well. As with the mega-project, these issues need to be clarified in the other reforestation projects before political commitments are made.
Priority: high
Focal Area 6
International market studies for new species-developing niche markets 

Linkage to issues/constraints: Despite the wide variety of species found in the Peruvian rainforests, until recently, exports were concentrated on two high price woods: mahogany and cedar. Woods of excellent technological properties such as estoraque, tahuari and shihuahuaco that were not valued by the local timber trade, are now being successfully processed into prefinished and semifinished flooring for the export market.  International market studies are fundamental in establishing the potential of the increased number of species that will be logged from concessions. Special attention should be given to niche markets, as is the case of durable species that can replace wood treated with CCA-type preservatives, which contain arsenic compounds, now under severe restrictions in the US and Europe.

Priority: medium
Focal Area 7
Training options for middle management forestry professionals operating in field 

Linkage to issues/constraints: One of the results of the forest concession system established by the new Forest Law is that many informal operators, who supplied logs to sawmills and plywood manufacturing plants, will now organise themselves as entrepreneurs in order to participate in the system and continue with their logging activities. These operators, and also professionals working for existing wood industries that apply for concessions, need to receive intensive training in all aspects related to sustainable forest management.
Priority: high
Focal Area 8
Assistance to OSINFOR for developing mechanisms for auditing concessions and timber tracking 

Linkage to issues/constraints: To implement its mandate OSINFOR will need to develop mechanisms for auditing forest concessions and for timber tracking. In this OSINFOR can draw on models from Bolivia and other countries as well as intensified certification systems. A comprehensive study and the development of a training package are recommended.

Priority: high
Focal Area 9
Study on financing mechanisms for the forest sector in Peru, and removal of structural barriers to access credit

Linkage to issues/constraints: Forest sector financing, including the whole production chain from reforestation and forest management to harvesting, industrial production and marketing of value-added products will require tailor-made financing mechanisms to make the conversion from unsustainable to sustainable practices take place. It is evident that the standard credits provided by the banking system are not suitable as such for forestry financing. Tailor-made solutions need to be established as part of the forest policy implementation framework, including the tapping of such innovative approaches as payments for environmental services. Several issues related to structural barriers to forestry financing need also to be addressed (e.g. land ownership related issues, issues related to using concessions as collateral, etc.) A comprehensive study, drawing also from the experiences of other countries in the region and elsewhere, are suggested to address this constraint.
Priority: medium

Focal Area 10
Support to CITES scientific and management authority

Linkage to issues/constraints: Peru’s CITES scientific authority lacks the basic resources necessary to implement its mandate. Urgent assistance is needed for the authority to issue CITES certificates. This will involve field work to collect more information on the distribution and status of mahogany as well as recruitment of staff and consultants to make assessments.
Priority: high
*     *     *
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