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Good afternoon ladies & gentlemen! Thank you very much for inviting me today. It is a pleasure to be here!



I would like to present today the preliminary results of a PROFOR study on “Certification & Verification in South East Asia”. It investigates to what extent these voluntary schemes could be used as a Tool for SFM, law enforcement and forest governance. It will allow us to step away from the more technical discussions of timber tracking technologies and take stock of the environment we are operating in.



We are in the process of finalizing this report and would like to take the opportunity to seek your feedback as practitioners on the ground. 


Outline of the presentation
PROFOR
= Context & Motivation of Study

= Analysis of Certification & Verification
Schemes in SE Asia

= Potential for Voluntary Certification
= Policy Recommendations
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Study countries: Indonesia, Malaysia, Lao PDR, Vietnam & Thailand
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More than ten years ago in Bali we made a historic decision for Asia’s forests, when exporting and importing countries agreed to work together to combat illegal forests.



Over the past decade we have seen how when countries take firm political decisions to change things, that can be changed. 



In this map there are still too many reds, but we are now seeing some dark greens.


A decade of improvement
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For all sub-regions represented here, we’re seeing movement in the right direction. In East Asia and South Asia we are even seeing afforestation taking place. China is the leader of the pack, with remarkable success in regeneration. 



However, in Southeast Asia, which merely accounts for 5% of global forest cover, but forest cover is still being lost seriously. Between 1990 and 2010 the forests in Southeast Asia contracted by nearly 33 million hectares, an area larger than Vietnam. The rate of change has slowed over the years (17% of global forest cover loss in 2000-2010 vs. 29% in 1990-2000) but is still large.




However, pressure will again

iIncrease on SE Asia’s forests.
PROFOR

= Population 1 by 11% to 657 million by 2020
= GDP 1 by 6% on average b/n 2010 & 2015

» Forest degradation & deforestation 1 due to:
» Rapid urbanization & residential development
= New infrastructure development
= Expansion of industrial agriculture
* Mineral, oil & gas exploitation
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Infrastructure development will increase access to markets and in-migration of loggers, framer, agribusiness and



Industrial rubber and oil palm plantations are driving conversion of logged over forest, e.g. in Indonesia, Southern Thailand and Southern Myanmar.



Mineral, oil & gas exploitation is open up new forest, e.g. open pit coal mines in Kalimantan.




Additional constraints on

managing forests sustainably
PROFOR

= Conflicting policies & priorities

= |_ow institutional capacity

= WWeak governance & law enforcement

= VVested interests & low revenue capture

» Forest degradation & deforestation 1 due to:

» Unsustainable harvesting practices
* High incidence of illegal logging & trade

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Unsustainable harvesting practices: Overharvesting and high grading, multiple re-entry to logging coupes and lack of implementation of reduced impact logging and best practices harvesting/roading techniques.



Lack of collection of royalties & taxes undercut market for products from sustainably managed sources + increase social and environmental costs



Illegal logging & trade: true extent unknown due to clandestine nature of illicit trade and difficulties to distinguish b/n legally and illegally sourced resources: estimate 73% of timber exported from Indonesia, and 35% of timber exported from Malaysia




Yet, increasingly strong calls for

COFOR sustainability & legality from...

= UN conventions & international treaties
= Political summit recommendations

= Donors & NGOs

= Reputable funding institutions

» Forest & forest industry investors

» \Wholesalers & retailers

= Buyers & governments, particularly in
industrialized countries

= Consumers

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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UN Conventions: UNFCCC, UNCCD, CBD World Heritage

International treaties: UNFF, ITTA, Montreal Process

Political Summit recommendations: G8, APEC, ASEAN

Donors: bilateral and multilateral

NGOs: Social & environmental

Reputable Funding institutions:  development banks, international commercial banks and local banks

Governments: particularly industrialized countries of Europe, North America, Oceania and Japan


This provide a unique

PROFOR OppOrtunlty

= To influence forest & forest industries sector

* To revitalize forest law enforcement &
governance
= Main Initiatives:
* FLEG & EU’s FLEGT Action Plan
* Trade legality measures
= Green procurement policies/building initiatives

» Could voluntary certification & verification
schemes play a key role in this process?

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Loss of Market Access: In 2007: 10% of forest product and 72% of wooden furniture exports went to the EU and US. Vietnam, Malaysia and Indonesia are the most significant exporters to the EU and USA. Share through China?



FLEG & FLEGT initiative: TLAS & VPAs; Indonesia signed a VPA with the EU in May 2011 (only country in SE Asia). Malaysia and Vietnam are currently negotiating, Lao PDR and Thailand are in the information & pre-negotiating stage.

Trade legality measures: Amendment of the Lacey Act in May 2008 to ban commerce in illegally sourced plants & their products (incl. forest products), Australian Illegal Logging Prohibition Bill, EU Timber Regulation prohibit import of illegal forest products & requires importers to exercise ‘due diligence’ and keep records of suppliers & consumers/effective 3 March 2013 & is legally binding for all 27 EU member states

Green procurement policies: are in the early phases mostly in Europe, By 2010 12 national governments had operational green procurement policies, including specific requirements for forest products, but differ widely. 

Green building initiatives:  have recently emerged in the EU, North America & Asia. For example, the EU has established directives specifying energy standards to all new buildings and substantial renovations. In North America over 40 active green building programs (LEED leading industry standard).




Only a small fraction of SE

Asia’s forests are certified.
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Globally 400 million ha of certified forest endorsed by FSC or PEFC. W Europe & N America make up 88%. Asia has 15% of world’s forests, but less than 10 million ha or 2.5% certified



In case study countries: Overall certified: 8.8 million ha or 5% of forest area

FSC (Forest Stewardship Council) certified: 1.6 million ha or 1% of total

PEFC (Program for Endorsement of Forest Certification Schemes) certified: 4.6 million ha or 1.9% of total

MTCS (Malaysian Timber Certification Scheme) 0.9 million ha, Lei (Lembaga Ekolabel Indonesia) 1.8 million ha




With large differences across

countries, forest types & standards
TN PROFORmM s
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Overall forest certification with the exception of Malaysia has not been embraced as a tool for legality and sustainability of natural forest management, nor with the exception of Indonesia for forest plantations. 



There are considerable differences both across and within countries, which will present harmonization challenges.


Main questions of this report
PROFOR

= How do the certification & verification
schemes in SE Asia differ from each other?

= To what extent can they provide proof of
legal compliance?

= \WWhat is the potential for voluntary
certification in SE Asia?

= How can the linkages be strengthened?

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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SE Asia in this report: Indonesia, Lao PDR, Malaysia, Thailand, Vietnam


Outline of the presentation
PROFOR
= Context & Motivation of Study

= Analysis of Certification & Verification
Schemes in SE Asia

= Potential for Voluntary Certification
= Policy Recommendations

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
2012

12



Voluntary legality verification...

PROFOR
= Expands legality monitoring systems beyond
national borders

» Based on relevant national legislation &
international forestry legislation & regulation

= |[s granted by an independent, 3 party
assurer
* Lends legitimacy & credibility to the FM system

= Two categories

= Verification of Legal Origin (VLO) demonstrates
legal right to procure timber from forests

= Verification of Legal Compliance (VLC) also
verifies Conformlty W|th relevant legislation in

ITTO WorLshop one1r Qr!ZJQechn [ogles for orest ernaEcae
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Increasing need to expand legality monitoring systems beyond national borders, but traditionally law enforcement confined to national boundaries. Voluntary legality verification can bridge this gap. 



Voluntary legality verification schemes is complementary to law enforcement, as are additional to the normal operational forest control & often undertaken by independent agencies. Lends legitimacy and credibility to the forest management system thus reassuring “consumer” countries.



VLOs: (i) evidence of legal right to harvest wood from the forest management unit (FMU); (ii) evidence that the use right is given by the legal holder of the tenure right; (iii) compliance with all requirements set for management planning & plan approval; &(iv) payment of all statutory fees, royalties, taxes & other charges to appropriate authorities.



VLCs: Include requirements of VLO PLUS ask for compliance with harvesting, environmental as well as social and labor regulations. Also manager’s responsibility to prevent unauthorized activities within the FMU.


VLOs & VLCs are often a first
step towards forest certification.

FOR
System Description Country
Legal origin Timber Legality & Traceability Verification (TLTV) |Malaysia
promoted by the Timber Trade Action Plan
through The Forest Trust
Legal origin - TLTV run by SGS since 2005: VLO for 2 years - Vietnam
legal compliance |VLC with no time limit
Legal origin - VLO & VLC run by the SmartWood program of the |Indonesia
legal compliance Rainforest Alliance since 2007: VLO for 3 years - | Malaysia
— FSC certification | VLC for 3 years - application for FSC certification. | Vietham
Decisions made case by case.
Legality Legality Verification System run by Certisource Indonesia
Verification since 2007: Legality verification for 2 years when

System - FSC
CerHﬁ&@\mr‘Rﬁoo on “Trac

commitment for FSC certification is required
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A range of organizations provide voluntary legality verification systems, but not all of them offer services in SE Asia. Most commonly used are those developed by accredited certification bodies. Rainforest Alliance, SGS and Scientific Certification System (SCS) are all active in SE Asia



First step towards forest certification: typically designed accordingly with tightening requirements over time (i) to form a logical management improvement path, and (ii) to facilitate & structure the operator’s efforts toward full certification. 



NB: no accreditation for legality verification systems per se.


Voluntary forest management
certification...

PROFOR

Is a “market-based” tool

But in SE Asia often promoted by donors,
governments, private sector & NGOs

Meets internationally agreed principles,
criteria, policies & standards of SFM or
responsible forest management

Verified via independent inspection

No single accepted forest management
standard, but differences less distinct over
time

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
2012
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“Market-based” in principle. Good example case in Malaysia, where PEFC certifications are applied & financed by state forestry organizations, whereas FSC certifications are largely financed by private companies and supported by ODA. FSC certification in Lao PDR, Indonesia & Vietnam are also supported by funding agencies, donor funds, government financing or client organizations. 

Internationally agreed principles, criteria, policies & standards: prepared in transparent, democratic & inclusive multi-stakeholder processes

Credible standard includes: independent governance, objective standard with specific performance measures or indicators, independent certification, accredited third party auditors, credible complaints & appeals process, open participation & transparency


However, there are many

different standards.
FOR

COUNTRY |FOREST MANAGEMENT STANDARD |OWNER
PEFC-endorsed
Malaysia [ Natural Forests: PEFC-MTCS Malaysia Criteria & Indicators for Forest Management Certification (MC&I 2002) e MTCC
¢ Forest Plantations: MTCS Malaysian Criteria & Indicators for Forest Management Certification (MC&I Forest e MTCC
Plantations)
FSC-interim
Malaysia [Natural Forests:
e FCP Interim Standard For Forest Management Certification in Malaysia Under the FSC Ver. 4-1 (2010) ® SCS
e Forest Management Generic Standard Malaysia Sabah (2010) e GS Qualifor
Indonesia [Natural Forests:
e SmartWood Interim Standard for Assessing Forest Management in Indonesia (FM32-Indonesia) (2008) e Rainforest Alliance
e Draft Interim standard for Natural Forests and Plantation Forest Management Certification in Indonesia Ver. 1.0  [e SCS
(2009)
Thailand |e Natural Forests: Forest Management Standard for Thailand AD33-02 (2010) © SGS Qualifor
Laos o Natural Forests: Interim Standard for Assessing Forest Management in Laos FM-32 (2008) e Rainforest Alliance
Vietnam  |Forest Plantations:

e SmartWood Interim Standard for Assessing Forest Management in Vietnam (Ver. June, 2010)
e Forest Management Standard for Vietnam
e Generic Forest Management Standard adapted for Socialist Republic of Vietnam Ver. 1.0

¢ Rainforest Alliance

¢ SGS Qualifor

e GFA Consulting
group

National Certification Standards

Indonesia

o Natural Forests: LEI Standard 5000-1 System for Sustainable Natural Production Forests Management o LEI
e Community-based Forests: Sustainable Community-Based Forest Management o LEI
¢ Forest Plantations: LEI Standard 5000-2 Sustainable Forest Plantation Management System o LEI

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,

2012
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National FSC- or PEFC-endorsed standards: comply with international performance requirements. Malaysia only country that has a national PEFC-endorsed forest certification for natural forest & the MTCS’s standard for certification of forest plantations is under the endorsement process.

Country specific Interim FSC standard: are developed by FSC-accredited certification bodies based on their global generic standards that FSC auditors review & approved (FSC is moving toward eliminating interim standards in time).

National certification standards not endorsed by international certification frameworks: for example, LEI standards of Indonesia for natural forest, forest plantations & community forest management. LEI and FSC have a MoU pursuing closer collaboration.



GFA Consulting Group is an FSC accredited certification body


Voluntary chain of custody (CoC)

certification...
PROFOR

= Controls the flow of wood through the entire
value chain

= Excludes controversial or otherwise |
unacceptable wood from the value chain

* |ncludes complementing requirements

= Protection of CITES species, workers’ health &
safety, compliance of subcontractors

= Requires a risk assessment with focus on
“high-risk” sourcing

» Scope much wider than for forest certificates,
but use similar certification standards

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 17
2012
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Traditionally CoC standards: known origin of sourcing & adequate monitoring. 

Complementing requirements: relate to workers’ health and safety, the protection of endangered species and the compliance of subcontractors had been neglected. Both PEFC & FSC are constantly revising their CoC standards. For example, PEFC-certified products cannot originate from manufacturing or other business activities that violate the fundamental rights of workers’ health and safety or endanger CITES (Convention on International Trade in Endangered Species of Wild Fauna and Flora) species.



“high-risk” sources: from regions or countries where likelihood of illegal operations is high; illegal operations include (i) violations of traditional or civil rights or international sanctions, (ii) usage of gene-modified wood, and (iii) sourcing from conversion sites. For example 


But again there are many different
standards across countries.

FOR
Country Chain of Custody Standard Owner
Malaysia |* PEFC Council CoC of Forest Based Products — Requirements PEFC

Indonesia | (2005); will be transferred by 26 November 2011 to PEFC
International Standard (2002:2010) - CoC of Forest Based
Products — Requirements

Indonesia |* LEI CoC Certification System LEI

Malaysia |* FSC CoC standard for companies supplying and manufacturing | FSC

Indonesia | FSC certified products (FSC STD 40-004)

Laos * Multisite CoC certification (FSC STD 40-003 V1-0)

Vietnam |* FSC standard for company evaluation of FSC controlled wood

Thailand (FSC- STD 40-005)

* FSC standard for forest management enterprises supplying
non-FSC certified controlled wood (FSC-STD 300-10)

* FSC standard on sourcing reclaimed material (FSC STD 40-007)

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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FSC has introduced the concept of controlled wood for non-certified fiber originating from recognized sources. This standard is less strict than forest management certification. Merely evidence of timber legality and conservation of high conservation value forest is needed.


How credible are these certification

& verification schemes? (1/2)
PROFOR

= Major buyers & key importing countries
have a preference for FSC & PEFC

= EU Timber Trade Regulation requires valid
FLEGT or CITES license, though not for certified
timber

= Green public procurement policies increasingly
require FSC or PEFC certification

= Green building initiatives recognize multiple
forest certification standards, incl. FSC & PEFC

= Main retailers have adopted stepwise approach
to gradually 1 proportion of certified timber

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,

2012 19
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EU Timber Trade Regulation: prohibits illegally harvested timber form being placed on the EU market for the first timber & requires trades to exercise ‘due diligence’ & keep records. In contrast, the Lacey Act does not establish standards or requires verification by government/3rd party.

Green public procurement policies: are emerging in countries around the world which differ markedly in the legality & sustainability requirements. For example the Olympic Delivery Authority specifies that wood products must be FSC or PEFC certified.

Green building initiatives: Green Globes (USA & Canada), CASBEE (Japan) & BREEAM (UK) recognize multiple forest standards. However, LEED (USA) & Green Building of Australia have a FSC preference

Retailers: include B&Q, IKEA, Wal-Mart, Home Depot, Castorama, Carrefour, & ScanCom. DYI retailers like Carrefour, Home Depot, King Fisher, IKEA officially prefer FSC-certified products.




How credible are these certification

& verification schemes? (2/2)
PROFOR

» NGOs generally prefer FSC:

= FSC widely recognized as most credible
certification scheme

= But strong, PEFC-endorsed schemes like MTCS
also recognized

* Timber trading organizations prefer FSC &
to a lesser extent PEFC

» TTF: has comprehensive procurement policies &
only fully recognizes FSC, PEFC & FLEGT

= NWFA: requires stepwise approach to achieve
FSC forest management & CoC certification

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Timber trading organizations: analyze only two large scale associations: Timber Trade Federation (TTF) from the UK/EU market & National Wood Flooring Association (NWFA) from the US;

Timber Trade Federation (TTF):  its procurement polices are based on recommendations made by the UK Government contracted Central Point of Expertise on Timber Procurement (CPET), operated by independent consulting company ProForest & set up by the Department for Environment, Food & Rural Affairs. Two categories of legality verification schemes: (A) adequate proof of origin only FSC & PEFC schemes & FLEGT license once used; (B) other approved sources of evidence of minimum form of legal & sustainable sources/usually no CoC certification, decided on case-by case. Companies need to (i) promote sustainable wood production & forest certification, (ii) refusal of illegal produced wood & commitment to continuously raise the proportion of timber & timber products originating from legal & sustainably managed forests. Need to be transparent & allow appointed auditors to assess company’s progress. But NO timeline.



National Wood Flooring Association (NWFA): more developed & detailed guidelines & documents in the USA; developed a Responsible Procurement Plan (RPP) in close co-operation with Scientific Certification Systems (SCS) a FSC-accredited certification body. Well-documented procedure for producers entering into the RPP: (i) need to submit application under SCS guidance; (ii) procurement policy & document procedures are assessed & adjusted to conform to the RPP standard; (iii) on-site audit, where will review policies, procedures, & records & will tour facilities; after audit report is prepared & reviewed by SCS, which gives a certification recommendation; (iv) after receiving certificate will be listed on NWFA & SCS website & undergo annual surveillance assessments + time bound requirements to achieve FSC forest management & CoC certification (three tiers: (i) VLO verification, (ii) FSC Controlled wood certification, (iii) FSC Forest Management & CoC certification).






Lastly, national legality verification
systems ...
PROFOR

= Define legality of timber, principles & criteria
of legal timber, & control procedures covering

= Control of the supply chain, control &
iIndependent monitoring, environmental & social

regulation
= Require mandatory legality verification
= Use 3" party verification bodies to assess
compliance
= There are two examples in SE Asia:
* |ndonesia’s SVLK
= Malaysia TLAS

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 21
2012
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Standar Verifikasi Legalitas Kayu (SVLK):  EU cooperation on FLEGT supported the Ministry of Forestry in developing a timber traceability & timber legality assurance system (SVLK). The central elements are defined in a Ministerial Regulation and Director General of Forest Production Development’s Regulations 0f 2009. Was developed in a multi-stakeholder process (CSOs may monitor certification process and present complaints).  Mandatory certification is a tool to get evidence of legal compliance and to screen out complying concessionaires & allocate concession areas to them. There are 10 verification bodies to do forest management audits and 5 bodies to carry out legality verification (must have accreditation from the National Accreditation Committee (KAN)). PHL shows both SFM & legality. If concessionaire fails to meet PHL needs at least TL certificate. TL valid for three years with annual surveillance audits.



Malaysia Timber legality Assurance System: Malaysia and EU commenced formal negotiations in September 2006 for development of a VPA. In October 2008 undertook a technical evaluation of the TLAS (team of 3 Malaysian and 3 international consultants). Concluded that the TLAS control & implementation procedures were generally of a good standard, but the social & environmental issues to be further developed.

Native & customary land occupation rights: only address the right to collect forest products and give no guidance on issues of land occupation rights. NGOs particularly critical of this.

Workers’  safety & health: no clear indication how compliance is determined and there is no requirement that links compliance with export licensing.

Environmental requirements: environmental legislation is included & requires companies to make environmental impact assessments or take actions that mitigate environmental degradation, but it is unclear in what circumstances required practices are followed.






How do the various schemes differ

in their legal requirements?
PROFOR

= No universally agreed definition of legality

= Use six ASEAN Ciriteria for Legality of Timber
as a benchmark

» Legal right to operate & harvest timber

» Approved authorization for the harvesting
operations based on approved cut

= Compliance with CITES & relevant environmental
laws & regulations

= Compliance with social laws & regulations
= Payment of statutory charges

* Implementation of a traceability system that
allows for tracking of all logs.

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 29
2012
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ASEAN Criteria for Legality of Timber: there are several related standards that address tenure & harvesting rights, approved management practices & payment of statutory fees, yet no universally agreed definition of timber legality exists. ASEAN working group on forests adopted ASEAN Criteria & Indicators for Legality of Timber in 2008 as a regional reference framework for legality of timber in ASEAN member states. 


O

'hey address legality requirements
uite well, but differences in scope.

FOR
ASEAN legality criteria
Standard 1. 2.Use |3.Env [4.Soc |5.Fees |6.CoC
Tenure |[right laws laws
National legality standards
Indonesia legality SVLK yes yes yes Partly |Partly |yes
Malaysia legality TLAS yes yes yes Partly |Partly |yes
Voluntary legality standards
SmartWood VLO Malaysia yes yes - - Partly [yes
SmartWood VLC Malaysia yes yes Partly |Partly [Partly |yes
Voluntary forest certification standards
Malaysia PEFC MC& yes yes yes yes yes yes
Indonesia LEI 5001 yes yes yes Partly |- yes
FSC Interim SGS Qualifor Malaysia |yes yes yes yes yes yes

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,

2012
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All standards include requirements for established tenure & use rights, but differences in scope exists. For example, each standard requires a legal license to operate, but apart form the SmartWood VLO & VLC standards do not specifically require monitoring the legality of the licensing process. 



Greatest difference for environment requirements. For example. VLO standard does not address environment issues, while forest certification standard require adherence to environmental legislation & good environmental performance.



Each standard requires different level of compliance with social legislation (local communities, IPs, & workers). National timer legality standards in Indonesia & Malaysia are weak in their social requirements due to lack of legislation or perception that are not relevant to forest management operations. Interim FSC standards have the strongest social requirements > national legislation; Malaysian PEFC requires compliance with laws, LEI general requirements on the protection of community & workers’ rights less so for IPs



Each standard requires different taxes & statutory fees, which are however a core element in legal compliance & basis for benefit sharing. The two national legality standards & VLOs/VLCs do not cover post-harvesting issues = no full evidence of legal compliance; LEI does not address issue/only general requirement, FSC focuses more exclusively on harvesting-related fees



All assessed standards require reliable traceability up to the forest gate, PLUS each forest certification scheme includes specific CoC standards (cover transport, processing & sales)






Only national TLAS can offer proof of

legal compliance for entire value chain
PROFOR

= Voluntary forest certification & legality
verification schemes

» Limited potential to provide evidence of legality in
timber product trade

= CoC certification

= Much wider scope, but limited to specific product
lines

= National TLAS

» Require legal compliance for entire value chain

= Similar legality standards developed under
FLEGT-VPA negotiations

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Voluntary forest certification & voluntary legality verification schemes only address forest management actives & CoC up to the forest gate (point at which forest management operations relinquishes, legal control of harvested products to another party); very limited provision for other aspects of timber procurement & process, which significantly limits their potential to provide evidence of legality in timber product trade



CoC certification has a much wider scope, since FSC & PEFC cover specific product lines across whole wood processing value chain. However, they do not provide evidence for overall legal compliance as if often the case in national TLAs






Yet, voluntary certification could

complement law enforcement.
PROFOR

= Uses different verification systems to assess
conformity to certification requirements
» Responsibility of independent certification
bodies

= Different focus to traditional law enforcement
* Performance targets for forestry operations
= Adequate management system
» Requirements go beyond legal framework

» Can make a considerable difference in
countries with weak regulatory framework

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Traditional law enforcement: responsibility of public authorities; can be possible that outsource law enforcement to private bodies. For example, forest authorities in Indonesia have outsourced the VLC in a number of timber trade-related activities to private verification bodies

Voluntary certification: responsibility of independent certification bodies, which are often private companies. NB: also set requirements for the certification/verification body’s competence as often refer to FSC, PEFC &/or ISO accreditation requirements. Usually no such requirements for traditional law enforcement of national TLAS unless the latter are endorsed by FSC or PEFC.




Outline of the presentation
PROFOR
= Context & Motivation of Study

= Analysis of Certification & Verification
Schemes in SE Asia

= Potential for Voluntary Certification
= Policy Recommendations

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
2012
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Impact of voluntary

certification in Indonesia on...
PROFOR

= Natural forest is limited, as only 3-4% of
production forest certified

* Planted forest is large, as 30% certified

» Traded forest products is limited, as most CoC
certificates held by traders, importers &
retailers

= |mportant trends

» Forest governance has improved through
FLEGT, REDD+, renewed government
commitment, need to maintain market access

= VPA will become fully operational in time for
EUTR in March 2013

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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CoC certificates largely held by traders, importers & retailers NOT by producers & forest industry processors



Improvements in forest governance due to several signals within & outside of Indonesia, including independent 3rd party certification, need to protect access to EU & N American market, capacity building by FLEGT & REDD+ & commitment of government to curb illegal logging (capacity building & institutional strengthening; amending national laws & regulations; strengthening law enforcement & prosecuting major crimes; transparency, independence & accountability, participation with key stakeholder groups, conflict resolution & compensation). 




Potential for voluntary certification in

Indonesia iIs moderate
PROFOR

= Natural forest 1 limited due to scope

= Forest plantations 1 possibly much larger
BUT only if

= Demand for certified pulp & paper 1

= Attention is not diverted due to the VPA

= Potential large, as up to 20 million ha of
active concession areas

» SVLK certificate recognized by EU FLEGT,
major buyers & governments in EU & USA

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Presentation Notes
Voluntary certification: theoretical limit 35.5 million ha

Natural forest: if assume growth rate of voluntary certification of 10% only increase from 2 to 2.6 million ha

Forest plantations: precondition not converted from natural forest. If all apply would increase form 0.6 million to 3.5 million + land that has not been planted (then certified) can add another 3-4 million

Problem: current demand for certified origin of pulp & paper low.

Mandatory certification: government requirements on mandatory certification & future EU FLEGT licensing procedures require strong commitment from timber producing and processing organization in Indonesia; currently only 25% of forest concessions passed SVLK legality or sustainability certification -> need to promote aggressively


Impact of voluntary

certification in Malaysia on...
PROFOR

= Natural forest is large, as nearly half of
Malaysian production forest certified

* Planted forest is limited, as only 3% of planted
forests certified
= Traded forest products is limited despite strong

commitment, as high proportion held by
traders, importers & retailers

= |mportant trends

= Control of corruption & government effectiveness
nas improved, but less so rule of law

= High attention at federal & state level on EU’s
-LEGT process for TLAS & VPA

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 29
2012




Potential for voluntary
certification in Malaysia is large
PROFOR

= Natural forest 1 up to 6.9 million ha, especially
In Sarawak & to lesser extent in Sabah

» Planted forest 1 large for degraded or former
agricultural land

= Also potential for verification of legality of
timber large

BUT only if

= Attention is not diverted due to the EU review
of TLAS, which requires

= Applying legally binding agreements nationwide
* Transparent stakeholder consultations

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 30
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Natural forest:  would increase certified forest by 140% - based on uncertified share of PEFs classified as production forest; natural forest of Peninsular Malaysia are largely already certified or will be certified in near future with government financing. But certification rate is very low in Sabah & Sarawak. Will have biggest impact in Sarawak where harvesting rights are given to private concessionaires and where the regulatory framework is the most liberal AND with abundant forest resources.

Planted forest:  government is promoting forest plantation establishment with tax exemptions and other financial incentives on alienated land (abandoned agricultural land & “state land”). Restriction on certifying plantations established on lands cleared from natural vegetation limit expansion. But potential exists on degraded land or former agricultural land.



VLO: 11.8 million ha of forest land that could potentially be verified for legality of timber – include 2.3 million ha of state land earmarked for non-permanent forest uses.



TLAS:  logging industry in Sarawak was adamant about not signing a VPA with the EU, but now changed its stance. But VPA cannot be concluded with EU until Sarawak addresses native customary rights and forestry sector transparency issues. Malaysian government has been challenged to adopt a more inclusive participatory, multi-stakeholder process and to seriously address governance in Sarawak. Negotiations still have some way to go.


Impact of voluntary

certification in Vietham on..
PROFOR
= Natural & planted forest is not significant, as
no natural forest & only 0.6% of plantations
were recently certified

= Traded forest products is limited despite high
commitment, as most certificates were issued
recently

= |mportant trends

= Little change in control of corruption, rule of law
& government effectiveness

= But forest governance likely to improve due to
FLEGT & REDD+

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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No natural forest certified & only five forest plantation certified totaling 0.6% of production forest area


Potential for voluntary

certification in Vietnam is large
PROFOR

= Natural forest 1 negligible, as logging permits
Issued are very limited

» Planted forest 1 large up to 2.5 million ha
mainly by state enterprises

BUT only if

= Recelive direct market incentives or external
support

= Recent launching of FLEGT-VPA
negotiations will not shift focus to
development of national TLAS

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 30
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Planted forest: Vietnam’s Forestry Strategy 2006-2020 aims to get 30% of production forest certified, but as there is no action plan, target seems optimistic

State enterprises manage 27.3% of production forest, private companies manage 1.3% and individual households 37.1% (need group certificates)


Potential for voluntary certification in

Thailand is large
PROFOR

= Natural forest no 1 due to logging ban
» Planted forest 1 large up to 1 million
BUT only if

= Necessary commitment is shown by all parties

= Companies need support from government &
timber processing industry

= Group certifications needs to be widely promoted
for smallholders & agroforestry production on
private farms

= Possibly attention diverted due to
development of TLAS, but progress is slow

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Currently 7,000 smallholders participation in group certification schemes, but potential for Eucalyptus plantations alone 20,000 farmers.



Imported timber originates from natural forests in Lao PDR, Myanmar & Cambodia


Potential for voluntary

certification in Lao is small.
PROFOR

= Natural & planted forest 1 small, as almost entirely
Issued to smallholder/village groups

» So far there has been little interest by state forest
iIndustries & communities

BUT timber legality will need to prioritized as
Vietnam has expressed interest in VPASs

= Chances to 1 certified area slight, as need

= More resources for the forest administration

» To establish formal FMU with appropriate
management plans & protected forest areas

= Possible own negotiations for VPA with the EU

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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SUFORD project: issued certifications to state/village groups, impact not large but successful model; no major impact on commercial activities



WWF Global Forest Trade Network: WWF’s initiative to eliminate illegal logging & improve management of valuable & threatened forests.


The overall potential increase In

certified planted forest is large.
PROFOR

Current & potential natural & planted forest area in the
study countries

b=
o
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Natural Forests Planted forests Natural Forests Planted forests
W Vietnam M Laos ® Thailand » Malaysia M Indonesia
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Upper bound estimate: This assumes that nearly all forest plantations will be certified if not from converted natural forest, as 

are simpler to justify than natural forests b/c of their simplicity of function, high investment, intensive management, clear production targets, & high productivity & yield. 

 are politically preferred in the sub-region as the future source for increased timber production. 

 are technically easier to certify than natural forest or smallholder forest plantations

If countries reach national targets & investors are willing to certify the greatest potential lies in forest plantations

If market demand exists, can apply for a group certificate to achieve large scale. Smallholders in Thailand & Vietnam have already shown that this is possible.


But there are risks associated

with the process.
PROFOR

= Certification requirements can be onerous,
especially for smallholders

= Often implemented in stepwise approach,
which is flexible but time consuming
= Additional uncertainties related to
» Global demand
= Related regulation
= Support for certification
* |ndustry priorities

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
2012
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Time-consuming process: usually stepwise approach can take 3-5 years; great advantage can include legality verification scheme & certification of sustainability.



For example in FSC certification companies work often with accredited certification bodies in certification & auditing approaches (e.g. Rainforest Alliance SmartStep Program, SCS, & SGS similar programs), while seeking step-wise technical support from technical frameworks such as TFT or GFTN.



In SE Asia the interim FSC standard has been adopted by the various certification bodies tailored in consultative processes to suit the unique region, country and certification application context. The means that meeting VPA requirements and TLASs should be a continuous complementary process.


Yet, voluntary certification has
many potential benefits.

PROFOR

Helps maintain access to existing markets,
especially in the EU & USA

Informs set up of national TLAS standards &
could complement it if recognized

Can complement & reinforce traditional law
enforcement

Performance standards go beyond legal
framework

Demonstrates corporate social &
environment responsibility

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
2012
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Outline of the presentation
PROFOR
= Context & Motivation of Study

= Analysis of Certification & Verification
Schemes in SE Asia

= Potential for Voluntary Certification
= Policy Recommendations

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
2012
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Policy recommendations for
Development Banks & other donors

PROFOR

Provide technical support to timber producers &
processors for stepwise forest & COC certification
or legal verification

Encourage countries & markets to recognize &
strengthen voluntary certification

Provide LT assistance for developing national
timber legality standards & verification systems

Increase capacity & resources for monitoring
systems & integration of 31 party certificates

Support good forest governance through FLEGT
& REDD+

Strengthened cross-sectoral linkages

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 39
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Technical support: to harmonize, demonstrate & implement schemes

Lt assistance: for development & comparison of experiences of national timber legality standards & verification; cooperate with other VPA signatories, civil society, & private sector

Capacity & resources: monitoring systems to improve internal control in private & public forestry organizations; 3rd party monitoring as optional evidence of compliance




Policy recommendations for
Government Institutions

PROFOR

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,

Adopt stepwise approach for verification
schemes & develop national certification criteria
& standards for SFM

Define & recognize differences in scope between
different certification & legal verification schemes

Integrate audit & verification procedures of
voluntary certification into legality verification

Harmonize legality verification & certification
standards to include legal requirements & key
legislative Initiatives

Encourage local banks towards stronger legality
& sustainability criteria
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Stepwise approach: verification schemes that solely focus on legal conformance; national certification criteria & standards ultimately required to reach SFM (higher than legal requirements)

Differences in scope: in each separate case & use product claims accordingly

Audit & verification procedures: need to be reliable, impartial, & efficient; NB: certification is an impartial, reliable, controlled & valuable tool that can contribute towards but not guarantee legal compliance & sustainability

Harmonize legality verification & certification standards: need to assess how legality is defined in each certification standard & compares to legality standard under specific FLEGT-VPA & identify gaps related to addressing EU TR or Lacey Act requirements. Then harmonize systematically for certifiable activities in the supply chain

Local banks: stronger legality & sustainability criteria that can lead to an ordinance with legal implications for banks that don not apply stronger legality & sustainability criteria in their financing decisions


Policy recommendations for

Certification Bodies
PROFOR
= Continue to increase area under certification or
verification in step wise approaches

= Build on synergies with 3" party verification
procedures, methods & standards

= Harmonize legality verification & certification
standards to include legal requirements/key
legislative initiatives

= Define & recognize differences in scope

between different certification & legal
verification schemes

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17, 41
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Synergies  with 3rd party verification: for evidence of voluntary certification conformity to legality & sustainability requirements

Harmonize legality verification & certification standards: systematically include the legal requirements defined in national legality assurance standards for the certifiable activities in the supply chain & as necessary ensure they meet the requirement of key legislative initiatives such as the EU TR, Lacey Act & similar efforts.

Differences in scope: define & recognize differences in scope between different standards in order to get a better understanding of the differences in criteria for different certification & legality verification standards




Policy recommendations for the

forestry sector & NGOs
PROFOR

= Companies in the forestry sector

= Continue to ir)crease area under certification or
legal verification

= Encourage markets to demand evidence for
legal compliance & sustainability

= Commit to legal origin of wood with a certified
CoC & legal monitoring

= Non-governmental organizations

= Disseminate knowledge of grass-root level
challenges in forest sector

= Share knowledge on legal/sustainable &
unsustainable/illegal practices

ITTO Workshop on “Tracking Technologies for Forest Governance, May 15-17,
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Companies:

Area under certification or legal verification: demonstrate legality & sustainability

Legal origin of wood: e.g. for licensing purpose beyond the forest gate

NGOs:

Knowledge dissemination of challenges: in a dispassionate & constructive manner to decision makers, financiers & forest companies

Knowledge sharing of practices: legal & sustainable practices & benefits as benchmarks, unsustainable & illegal business practices & the penalties as a consequence


THANK YOU!
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