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EXECUTIVE SUMMARY

This report is a follow-up to the previous study "Certification of All Timber and Timber Products" executed by the same authors for the International Tropical Timber Organization (ITTO) in 1994. The purpose is to provide a global view of the latest developments in the certification of forest management and forest products focusing specifically on changes since 1994. The term timber certification is used to cover forest management as well as certification of the origin of forest products.

Timber certification today is very much in a state of flux: it has gained recognition from many of the parties involved but its implementation is still in its infancy. The evolution of certification schemes is gathering momentum worldwide and it is also being studied by the Intergovernmental Panel on Forests (IPF).

Environmental Concerns 
Growing recognition of problems related to the depleting forest resources has prompted widespread calls for changes in the way that forests are being managed. Thus, emerges the concept of sustainable forest management (SFM) which ensures long-term forest health and productivity while providing continued social and economic benefits. Tropical forests have been the main cause of environmental concerns but recently there has been a shift towards boreal and temperate forests.

Forestry practices are market-led. Linked with that is the call for timber certification which is deemed by many as a useful marketing tool in the sense that it gives comfort to the environmentally conscious buyer that the timber product being purchased comes from a sustainably managed forest. Indeed, timber certification is gradually being recognized by the consumer as an instrument that could promote the objectives of sustainable forest management while perceived by the supplier as a potentially viable tool to gain market acceptance.

Trade Patterns
Only 15% of the global roundwood production enters international trade as the balance is used domestically. The share, however, varies by product and region and it tends to increase as a function of product unit value. Trade has shown a visible change over the last few decades with a decline in the exports of roundwood (mainly due to physical supply limitations, bans and restrictions on exports, etc.) relative to the trade in processed products. The low share of internationally traded forest products in their total supply limits the contribution of any trade-related measures to resource management. The environ​mentally sensitive markets are mostly in Western Europe and North America. In relative terms certification would therefore have most impact on the intra-regional trade in these two markets. As for tropical timber, Asian suppliers are less dependent on these markets than African or Latin American exporters. As certification is progressing in all regions, the entire global supply would be affected, however at differing intensity and speed depending on the market distribution and national initiatives in the exporting countries.

Environment and Trade Policy Linkages 

Environmental issues are increasingly penetrating the international agenda on trade, partly because the environment is perceived as a global common. The two underlying concerns are related to the quality of the environment and resource depletion. In spite of cyclical changes in the public debate, the environmental concerns are likely to remain in the forefront in the long run.

The public's general concerns are also reflected in the international trade policy. One reason for the increasing prominence of environmental issues regionally and multilaterally stems from the substantial reductions in recent decades in traditional barriers to import competition. The resulting extra exposure of national economies to competition from abroad has caused attention to focus more sharply on domestic policies, including those related to forest management.

Timber certification, as a voluntary measure, is apparently one of the least trade restrictive instruments even though its role cannot be fully specified at present. Nevertheless, there is a risk that certification can become an effective trade barrier to many producers in which case it could contribute to deforestation if the dwellers, with no market access, are forced to convert forests into other uses.

In the assessment of such trade-related policy instruments as certification, three aspects need to be considered: (i) effectiveness in achieving their specific goals and whether the particular measures are sufficient to achieve the goals set, (ii) tradeoffs between environmental and development effects, and (iii) efficiency. A particular complexity arises from the fact that both international and national impacts should be included in the analysis (development and environmental impacts both in exporting and importing countries).

Timber Certification as a Policy Instrument

Timber certification-cum-labelling is an information-based instrument which could make trade contribute to the sustainability of natural resources. In the forestry sector, a single processes and production methods (PPM) issue applies, i.e. it is concerned with the quality of forest management, but differentiation has to be established throughout the chain-of-custody from the forest to the final end-use. The PPM requirements of timber are non-product related and although the environmental effect is primarily of national scale, they derive from global concern. It is taken here that in view of the pervasive environmental pressure on the trade and recent proliferation of schemes, timber certification will prevail in the market place.

It needs to be recognized that certification will not be sufficient to achieve its main objectives because its role is complementary rather than primary to that process. It would be more appropriate to say that timber certification is aimed at facilitating the process of achieving sustainability of forest management and market recognition of timber derived from such forests. A set of ancillary objectives can also be attached to timber certification which must be based upon internal and external transparency of operations. These ancillary objectives can be set at the sectoral level (e.g. better control of forestry operations and land use change, higher recovery of collection of forest revenue, etc.) or at the firm level (e.g. improved total productivity, cost savings, etc.). Some of these ancillary objectives can be 

important in countries where law enforcement, supervision and control are inadequate due to acute shortages of trained manpower. 

Timber certification is not at present a North-South issue as there is common understanding that it should cover all types of forests and forest products. Even if the genesis of timber certification was to find a way to address unilateral bans and boycotts of tropical timber imports, it now appears that it is likely to play, in relative terms, a much more important role in temperate and boreal forests due to higher trade shares.
Certification Process

An operational certification scheme must have (1) standards which are used as a basis in assessment of applicants, (2) a clearly defined certification process and rules regulating the use of certificates and labels, and (3) adequate institutional and organizational arrangements with qualified human resources.

Two types of standards are involved: (i) performance standards, and (ii) procedural (management) standards. The former establish quantitative and qualitative targets or indicators against which assessment of forest conditions or management interventions can take place. The latter define the characteristics of the environmental management system (EMS) to be applied.

The main phases of the forest management certification process are (i) application, (ii) preliminary evaluation, (iii) adjustment of standards to local conditions, (iv) contracting by the applicant, (v) assembling of the evaluation team, (vi) assessment based on documenta​tion review, field inspection and consultations with stakeholders, (vii) preparation, presentation and review of the evaluation report, (viii) certification decision, and (ix) periodic review of compliance. If certification decision is negative, an appeals procedure is provided.

Certification of the origin of wood is necessary for credible product labelling. Due to the fact that the processing and distribution chain of many forest products is long and complicated, comprehensive procedures for certification are still being developed. Certification can be made at the level of primary processing enterprises (sawnwood, wood-based panels, pulp and paper), secondary processing enterprises, or traders.

Development of Forest Management Standards

There is an extensive on-going international process to define what are the principles and criteria of sustainable forest management both in the tropics and in the temperate and boreal zones. A total of about 20 organizations or processes can be identified to be involved in this work. The effort is expected to lead to a worldwide consensus and form part of the agenda on international convention on forests which is currently being studied by the Intergovernmental Panel on Forests (IPF).

International principles and criteria can be both reinforced and complemented by the appropriate national forest legislation and codes of forestry practices for specific forest areas. Even though international and national-level criteria and indicators are not supposed to be used in certification, they can play an important role as a framework within which certification standards can be developed. National criteria and indicators are aimed at 

improving the quantity and quality of information available to decision makers and the general public about the progress towards SFM. Forest management unit (FMU) level criteria and indicators defined and implemented in support of certification, on the other hand, are aimed at setting performance standards and defining acceptable management practices for specific forest areas.

International Initiatives

One organization that stands out in the development of timber certification is the Forest Stewardship Council (FSC), which is an accreditation organization for independent certifiers. For the time being, FSC is the only institution that provides an international framework for the principles and criteria of forest management for certification. FSC is a commendable initiative and it has prepared a lot of basic elements necessary in any international forest management certification scheme. The main achievements are as follows: (1) A comprehensive accreditation system has been elaborated for the evaluation of certification bodies. (2) The principles and criteria have been approved for natural forests and plantations. Four certifiers have been accredited and another four are undergoing evaluation (January 1996). (3) FSC has 100 members. (4) About 25 forests have been certified by the four FSC-accredited certification bodies, not all, however, were complying with FSC standards as the certification of most of them dates back before the bodies were accredited. (5) In February 1996 FSC completed the process of trademark registration and started to promote its own label. FSC represents the first major initiative in which a whole spectrum of NGOs, social and environmental groups are working together with (albeit to a limited extent) industry and retailers.
The evolving series of ISO 14000 standards on environmental management systems provides a generic procedural framework for enterprises to reduce environmental impacts and risks. In view of applying these standards in timber certification, two gaps exist: (i) the performance standards and (ii) measures to verify the chain-of-custody have not been specified. There has been interest in several countries to attach timber certification to the ISO framework which provides useful tools for harmonized arrangements for certification and accreditation. An International Study Group has been set up with the mandate to develop a method for assessing forest management and ISO's Technical Committee 207 will decide in June 1996 on follow-up action.
Other international schemes are regional including African Timber Organization (which is developing a framework for a regional certification scheme but not intending to be involved in accreditation) and the Nordic Forest Certification project initiated by the forest owners' associations and the forest industry associations of Finland, Norway and Sweden  with a purpose to develop a common system.

National Initiatives
In a large number of countries initiatives have been taken to develop certification schemes as a response to environmental pressures, mostly related to international trade. The certification of domestic forests is not generally considered a priority as they are perceived to be well managed anyway. However, in e.g. Austria, Belgium and Switzerland efforts are underway to certify domestic forests as well. In general, the forest industry and forest owners have had reservations to certification which they feel is imposed on them, without 

their adequate participation in the planning phase, rather than providing new market opportunities or an instrument to improve forest management. In particular, small-scale forest owners have been concerned about the current approaches which do not appear to duly consider their particular situations. Uncertainty about potential demand has contributed to the hesitancy to embark on an activity where the ground rules have not been adequately defined as yet.

The national certification/eco-labelling scheme in Indonesia is one of the most advanced and systematic national initiatives in the world, with the target to have a fully operational system in place in year 2000. Other advanced efforts can be found in Belgium, Bolivia, Brazil, Germany, the Netherlands, Switzerland and the United Kingdom. Canada is well advanced in the development of a sustainable forest management standard which could serve as a reference for ISO´s future work in this field. Certification-related initiatives have also been taken in many other countries (e.g. Austria, Finland, Norway and Sweden in Europe). In Latin America there have been two driving forces: (i) foreign and local NGOs subscribing to FSC and receiving donor support, and (ii) industry-based initiatives as a counter measure to market pressures. In the United States, like in many other countries, certification is regarded as a private activity which is promoted by interested parties, mostly NGOs. The US forest industry has responded to the information needs of their consumers by another approach which does not involve certification but provides means to demonstrate the commitment to, and progress in, the achievement of SFM.

Progress in Certification

The four main organizations recognized as active certification bodies and operating internationally are the same ones which were already recognized in the 1994 study, i.e. Rainforest Alliance Smart Wood (SW), and Scientific Certification Systems (SCS) in the United States, as well as SGS Forestry (SGS) and Soil Association (SA) in the United Kingdom. During the last two years the schemes have truly become operational and started to expand.

The commercial enterprises (SCS and SGS) are growing faster than the NGO-based schemes (SA and SW). Their operating principles also differ. Each organization promotes its own scheme and is competing with each other in the same markets. Certifiers have now reached an aggressive promotion phase of their schemes as commercial opportunities appear abundant. All the four have been accredited by FSC, and their standards are also compatible with FSC. Two bodies apply site-specific standards developed by themselves.

The human resource base in certification is still very narrow. In forest management certification work the total number of staff of the four bodies is 15-20 while there are only 14 full-time specialists to handle chain-of-custody verification work. An extensive use of assessors on contract is common but runs the risk of inconsistency in skill. Nevertheless, the number of persons engaged in assessment work is expected to increase substantially. In many cases the use of local expertise will be essential. The existing organisations have capacity limitations and new certifying bodies will be needed, probably with a national or regional focus.
All the schemes claim to offer special provisions for small-scale/community forest owners but the details are not known. The two NGOs schemes seek donor funding for this purpose in tropical countries.
Certification is a strictly defined activity which requires clear administrative procedures. Administrative routines are not easy to comply with, particularly if the number of certifications increases rapidly. Certification of forest management and chain-of-custody are both in their infancy stage and will require time and experience before well-defined procedures will be established. Promotion is needed as potential clients tend to lack a clear perception on what certification is and whether they are certifiable.

Credibility of Certification

The question of credibility has been raised from the point of view of transparency and stakeholder participation in the drafting of standards and implementation design. Credibility also involves independence of implementors and reliability of the certification systems. In the Consultants' opinion, independence can best be ensured by separating the functions of certification assessment and issuance of the certificate/label. This approach has been adopted e.g. in the scheme developed by LEI in Indonesia and in the proposed arrangements in the Netherlands and Germany for certification of the chain-of-custody of imported products
. The problem of independence is particularly sensitive in certification of the origin of wood products. The current approaches in combining the two functions (assessment and issuance of certificate) are risky and may jeopardize the overall credibility of forest management certification in the future.

While the systems await further rigorous testing to prove their worth, the biggest constraint faced today is the availability of trained manpower to implement them. In the Consultants´ opinion, the scarcity of qualified human resources for certification will pose serious problems and represent an important risk factor for the long-term reliability of certifications worldwide. The first debates on the quality of certification work have already surfaced (in the UK and the Netherlands) and, if they proliferate, such criticisms could jeopardize the credibility of future certificates and labels of forest products. Certification should be promoted only upon having a reliable certification capacity so that all suppliers will have fair opportunities to give a valid response to market demand.

Market and Trade Impacts

The current potential supply of certified timber of 3.5 million m3 /year (roundwood equivalent) is considered infinitesimal when the annual world output of roundwood equivalent of industrial wood is around 1.7 billion m3 . There maybe pent-up demand for certified timber but there is little to indicate that the market is fully ready to support it today.

The actual demand for certified timber-based products is not known but will be greatly influenced by the available supply. The current demand is mainly in niche markets but, with rising supply volumes, the overall demand would be expanded. However, even with an optimistic scenario, only 15% of traded wood products could be influenced by certification by year 1999.

Certification is unlikely to reverse the substitution trends by reconstituted wood-based panels (mostly MDF and OSB) and non-wood materials. On the contrary, there is a risk for enhanced substitution by non-wood products induced by higher costs of certified wood products.

There is no convincing evidence of the acceptance of a price premium for certified timber although a recent finding in Germany indicates that consumers will not squabble over 5% premium for certified timber. It is further reported that in the Netherlands consumers will probably accept 6-10% premium. However, a contradictory view has also been expressed that.in all likelihood, most buyers are not prepared to pay a price premium for certified wood and paper products. Despite this, retailers and local authorities seem keen to insist on supplies of certified wood for other commercial and political reasons.

Production Impacts

Government-owned and large private forests are likely to benefit from certification, but at the expense of small-scale forests owners and community-owned forests as the latter will face the disadvantages of: (i) higher unit cost impacts due to economies of scale both in forest management and certification itself, and (ii) less possibilities of benefiting from certification since in many cases, their link with the market is weak. To eliminate such disadvantages, the certification unit should be selected in an appropriate way. The issue of certification of small-scale forestry will gain worldwide attention as it is relevant in most European countries, North America, Japan and many developing countries. 

Possible impacts on the industrial production structure of certification still remain to be duly addressed but it appears that further concentration of the industry would be enhanced. In addition, it is obvious that small and medium-sized enterprises (SME) are poorly equipped to meet the requirements of this new instrument. 

Costs and Benefits

Certification is a major economic issue to the forestry sector as it will undoubtedly increase costs. In many cases the true long-term incremental costs of forest management may, however, remain limited as sustainability should be achieved anyway. The direct costs of forest management certification are not insignificant, perhaps up to USD 1.50/m3 depending on the size of certification unit and local conditions. To this another up to USD 1.20/m3 may have to be added for the certification of origin. If the tracking of individual logs is applied throughout the chain-of-custody, indirect costs can become important without any environmental or other benefit.

The current information on certification costs may not be representative of the future if certification grows into a major activity. This is due to several factors: (i) There are very few experienced certifiction bodies in the world and the areas and volumes have been more experimental than routine operations. (ii) Many issues are lacking definition as many schemes are still in the planning or initial implementation phase. (iii) Competition between certifiers has not been a major factor influencing costs.

The cost implications of certification will vary by countries and local conditions. There is a risk that the main benefits will be found mainly in the market access and only to a limited 

extent generated in forest management. This point should be considered carefully in the design of future certification schemes. Improved corporate image could be one of the key benefits of certification for forest industry enterprises.

International Harmonization and Mutual Recognition

There is a general consensus that an adequate international framework would be desirable to enable harmonization and mutual recognition of certification systems. Such an arrangement should (i) be comprehensive covering all types of forests, (ii) be based on objective and measurable criteria, (iii) produce reliable assessment results and therefore be fully independent from any vested interests, (iv) be transparent and involve a balanced participation of the interested parties and stakeholders thereby ensuring their commitment, (v) represent all the involved parties, (vi) be institutionally adapted to local conditions, and finally (vii) be goal oriented and cost-effective.

Three options have been identified for the harmonization and mutual recognition arrangements: (a) FSC, through the provision of global Principles and Criteria, and centralized accreditation; (b) ISO, through the provision of a generic EMS standard to be implemented by national standards bodies within CASCO rules, and (c) intergovernmental agreement on global forest management standards and certification procedures. There is a lot of ground to cover yet before such an agreement is expected to be reached. Each option has its strengths and weaknesses which have not yet been analyzed in depth.

There is a need to seek ways and means of increasing the convergence of the parallel efforts and initiatives towards an international harmonization and mutual recognition related to certification. It is apparent that imposing of a single solution for diverse forestry situations and markets could become an obstacle for the development of certification. Producers should have the option to choose systems that are best suited for their respective forest management improvement work, and traders, how best they can promote sustainably produced forest products. Certification and labelling have an important role to play but they form only one instrument among several others that can be used to advance SFM.

Options for Further Work

Timber certification is in transition, gradually moving from conceptual development to large-scale commercial implementation. However, as this report has showed, there are still many aspects of key issues which need to be addressed before certification can become an effective tool in promoting sustainable forest management and gain markets for products originating from sustainably managed forests.

Further policy dialogue at international and national levels, supported by necessary background studies, is needed to clarify the following key issues:

(a)
How to agree on international-level sustainability criteria and indicators for certification of forest management.

(b)
How to agree on international arrangements for mutual recognition of certificates and harmonization of certification systems which all the key parties (consumers, forest owners and managers, industry, governments and non-governmental organizations) can support.

(c)
How to apply certification in diverse national situations for effective promotion of SFM in a cost-efficient and credible way within a common framework, also drawing on possible regional cooperation.

(d)
How to implement certification and labelling of forest products in international trade so that it does not become a non-tariff barrier and remains a trade incentive; a particular reference to tropical timber is made here as special provisions will be needed to ensure that certification will eliminate bans and boycotts prevailing in some consuming countries.

(e)
How to overcome possible disadvantages that certification might bring upon the small-scale forest owners, community forests and SMEs as well as producers in developing countries in general.

(f)
What kind of role certification can play in developing comprehensive policy packages targeted at SFM as this role can only be complementary to other instruments which are dealing with underlying causes of forest degradation and deforestation.

(g)
How to further develop accreditation and certification procedures which are free from conflicts of interest and which can ensure credibility of certification schemes.
The current extremely narrow human resource base and the small number of existing operational certification bodies is not only a bottleneck but also a potential risk factor for the expansion of credible timber certification worldwide. The following action areas have been identified in capacity building to address this issue:

(a)
Development of independent and reliable certification schemes and bodies, designed for specific local conditions to ensure cost-efficient implementation.

(b)
Design and implementation of further training programmes at both national and international levels to improve the quantity and quality of specialized human resources, with particular attention to assessors of forest management.

(c)
Improvement of information systems at national, subnational and FMU levels to facilitate certification of forest management.

Notwithstanding the apparent supply shortage of certified timber and timber products in some markets, there is no certainty that there will be a proportional increase in demand following an improved supply of certified timber, nor a complete turnaround to favor the products, e.g. tropical timber, which users and consumers had shunned for environmental reasons. In the case of tropical timber the adverse publicity had stigmatized the product to an extent that it will be unlikely that its certification will help it to assume full recovery in the affected market place, especially where substitutes and competing products have already gained ground. Therefore, the following areas of market promotion have been identified:

(a)
In-depth market research will be required to identify the extent and characteristics of the demand for certified products and their prices and price structures. This information will be necessary to adjust supply to demand and to assist in marketing planning and promotion.

(b)
Market promotion of certified products both in the domestic and export markets through publicity campaigns and trade promotion measures to improve consumer awareness on forest management so that willingness to pay a premium can be put into practice in markets and market segments where such benefits can be captured. In promotional activities, market characteristics and requirements, as well as possible specific national-level arrangements (e.g. national labels or hallmarks) should be duly considered.

(c)
Generic export promotion of non-wood forest products in view of using certification as an additional marketing argument to enhance the role of these products in achieving SFM. 

(d)
Comparative studies on wood, wood-based products and their substitutes based on life-cycle analysis (LCA) to obtain better transparency of their environmental friendliness.

(e)
Publicity campaigns to increase the awareness of the general public on the root causes of forest degradation and deforestation, the general requirements of SFM, the environmental friendliness of forest products (based on LCA), and the positive role which trade can play in forest conservation.

In view of limited capacity and resources to achieve SFM in developing countries and the risk that these countries will be at a disadvantage to meet the emerging demand for certification, support to them should be provided in the following areas, particularly to countries whose economies are highly dependent on the exports of forest products:

(a)
Improvement of forest management systems to meet certification standards.

(b)
Development of national-level arrangements for implementing certification, including necessary institutional and organizational arrangements

(c)
Human resource development with emphasis on further training programmes to establish the necessary pool of competent local assessors of forest management.

(d)
Market promotion of certified tropical timber and timber products

(e)
Other areas of country capacity building such as policy development as well as improvement of information systems and necessary scientific basis for setting and adjustment of standards.

(f)
Facilitation of, and support to, developing countries' participation in the develop​ment of international and national certification and labelling schemes in their export markets so that the concerns of these exporters can be duly considered in the design of future schemes.

1.
introduction

1.1
Background

This report was prepared at the request of the International Tropical Timber Organization (ITTO) as follow-up to the study on "Certification of All Timber and Timber Products" that was presented at the ITTC Councils' Sixteenth Session in May 1994 at Cartagena, Columbia (Baharuddin-Simula 1994). The report will be referred to as the "ITTO 1994 study" in the text. 

The framework and background of the report is contained in Decision 2(XVI) of the International Tropical Timber Council (see Annex 1.1), particularly in the operative paragraph (iii) of the said decision: "request the Executive Director to continue gathering information and monitoring developments and report to the Council in respect of the formulation and implementation of certification schemes covering internationally traded tropical and non-tropical timber and timber products, through appropriate consultancies".

ITTO is the lead international agency in the Programme Element IV Trade and Environment of the CSD Ad-Hoc Intergovernmental Panel on Forests (IPF). The terms-of-reference of the Panel state on certification as follows: "Taking into account of the interests of all sectors and particularities of different countries and ensuring full transparency and participation of all interested parties, examine the issue of voluntary certification and labelling of forest products to contribute to a better understanding of the role of voluntary certification with regard to the sustainable management of forests including the impact of certification on developing countries." The report is also aimed at contributing to IPF's work in this subject area.

1.2
Objectives
The title of this report "Timber Certification in Transition" reflects the state of flux in the evolution of certification schemes of timber in international trade. Many schemes are still in their nascent or formulation phase while experience is gradually being accumulated by those schemes which have already reached an operative state.

According to the terms of reference, the tasks of the consultants were as follows: (1) preparation of a substantial report entitled "Study of the Developments in the Formulation and Implementation of Certification Schemes for All Internationally Traded Timber and Timber Products"; (2) review of such schemes and initiatives and their implications, including costs to relevant parties; (3) discussion of any other issues considered relevant for the certification and labelling of all timber and timber products; and (4) consultations by correspondence with government authorities, relevant international and other organisations to obtain all necessary data and information.

The main objectives of the study are to provide a global view on the developments in certification of forest management and forest products, focusing on changes since 1994 and to highlight key issues for further analysis.

It is recognized that a lot of literature has been produced on certification during the last two years. In the study report an attempt has been made to synthesise and summarize this material in order to separate facts from opinions, and to indicate where further information is needed or can be found. Within its limitations, the report endeavour to present itself as a critical assessment in the effort to contribute towards a proper implementation of timber certification worldwide.

1.3
Method of Study and Report Structure
The study has been carried out as a desk study drawing on the existing documentation gathered from governments, certification schemes and bodies, industry associations, and non-governmental organisations (NGO). To a limited extent, interviews were carried out by telephone and further information obtained through correspondence.

Data on the known certification bodies operating internationally were gathered using a questionnaire and all the organizations responded with comprehensive information. Detailed information was also provided by the Forest Stewardship Council (FSC).

An inquiry of certified forests (25) was made using a fax questionnaire. However, only four organisations responded but the results are included in the report in spite of their limited value for generalization.

A desk research such as this naturally poses some serious limitations on the depth of the study. The report would have been considerably enriched by personal inputs derived from interviews and discussions with the relevant parties currently engaged in activities related to timber certification, sustainable forestry practices, and timber trade. It must be recognized therefore that some of the conclusions made in this report are not based on exhaustive findings, just as the quantitative estimates are to be treated as preliminary.

Forest management certification in the trade and environment context is first reviewed (chapter 2) followed by a conceptual overview on certification schemes (chapter 3). Developments in the elaboration of forest management standards are then summarized briefly (chapter 4) as more extensive documentation is available from other sources such as IPF and FAO (1996).

The study's main focus is the updating of information on the developments in individual countries since 1994 (chapter 5). The current status of the certification bodies and their achievements are then summarized (chapter 6).

A number of key issues have been identified and raised for further discussion. These include questions of credibility, market and trade impacts, production impacts, costs and benefits of certification, and international harmonization and mutual recognition of individual schemes (chapter 7). Finally, options for future work are also suggested (chapter 8).

1.4
Definitions
Timber certification in the context of this report is defined as a process which results in a written quality statement (a certificate) attesting the origin of wood raw material, and its status and/or qualifications following validation by an independent third party
). The certification may be accompanied by an agreement on the right (licence) to use a label on traded forest products. As non-wood products may also be similarly certified, a generic term forest product certification may be used as well in this case. In this report, certification is considered a voluntary activity.

Forest management certification is defined as the independent evaluation of the quality of forest management according to a set of predetermined standards covering both performance standards and the management system. Certification typically concerns a forest management unit (FMU) or a group of them but it may also be carried out at national or sub-national levels.

An environmental label is intended to provide consumers with information in an easily recognisable manner on qualified assessment of the environmental attributes related to a product. Such an assessment typically attempts to cover the whole life cycle of the product (cradle-to-grave approach) as a basis for eco-labelling schemes. Many environmental labels, however, concern only one or few aspects of the product or the processing and production methods (PPM). Timber certification concerns a single-issue, non-product related (unincorporated) PPM characteristic ignoring all the other environmental impacts of processing, transportation, distribution and usage of forest products except the quality sustainability of forest management.

In certification of the origin of forest products, the chain-of-custody is established throughout the transportation, processing and distribution chain from the forest to the final end use. In practice, this is done by auditing individual companies (processing industry and traders) to establish that their purchases (or a specified part of their purchases) come from certified sources. This can also be called certification of the chain-of-custody. The result of the certification of origin typically results in labelling, i.e. issuance of a licence to use the label of the certification scheme.

In marketing of forest products at least three types of certificates or labels are being used: (1) labels or certificates related to sustainability (quality) of forest management (single-issue PPM certificates), (2) ISO 14 000 certificates on the environmental management systems obtained by forest industry enterprises, and (3) labels of national or regional eco-labelling schemes (addressing all or a number of environmental attributes of products related to their entire life cycle). These certificates and labels may have different purposes depending on the case. Those related to forest management will be used in markets where this single issue is the concern of consumers. ISO 14 001 certificates have a different role ensuring buyers, financiers and other stakeholders that the management system of the enterprise is devised to control environmental impacts and meets the legal obligations. Eco-labels continue to be used in marketing of consumer products, such as tissue or writing papers, where recycled raw materials have been used, or when label has been issued based on reduced pollution levels, depending on the criteria of the eco-labelling scheme. 
Even if the subject of this report is timber certification, some references are made to the inclusion of forest products in conventional eco-labelling schemes and the certification of environmental management systems by forest industry enterprises as these instruments are being used in the marketplace parallel to certificates of forest management and origin of wood products.

A glossary of other definitions is provided in Annex 1.2.

2.
forest MANAGEMENT certification in trade and environment context

2.1
Environmental Concerns Related to Forests

Recent studies by FAO, Work Bank, ITTO, for example, have indicated a deteriorating state of the worlds' forests. This is attributed to several causes such as over-use (excessive exploitation), abuse (clearing of forest for food crops) or sheer replacement in favour of other competing uses (agriculture, mining, townships, etc.) Controversies involving degradation or depletion of forest resources often give rise to highly emotive issues but it is beyond the scope of this report to delve on those issues. Deteriorating state of the forest, nevertheless, poses a real threat to environmental security in terms of adverse changes in climate, biodiversity losses, pollution, not to mention deprivation of economic benefits to the society, in particular, communities that are dependent upon the forest for their welfare.

Growing recognition of problems related to the depleting forest resources has prompted widespread calls for changes in the way that forests are being managed. Thus, emerges the concept of sustainable forest management which ensures long-term forest health and productivity while providing continued social and economic benefits (Evans 1995). Linked with that is the call for timber certification which is deemed by many as a useful marketing tool in the sense that it gives comfort to the environmentally conscious buyer that the timber product being purchased comes from a sustainably managed forest. Some quarters believe that timber certification may eventually help enhance the process toward sustainable management of forest.

Forestry practices are market-led. If the continuity of timber supply based on sustained-yield management was the primary focus of forest managers in the past, it is now broadened to include provisions for environmental and social services as well. Some markets, notably in Europe, North America, Australia and New Zealand, demand that timber be certified as sourced from sustainably managed forests that is forests that are not only maintained in good health at sustained productivity but also managed to serve the need for environmental security, biodiversity conservation and various social benefits. Timber certification is gradually recognized by the consumer as an instrument that could promote the objectives of sustainable forest management while perceived by the supplier as a potentially viable tool to gain market acceptance.

Whereas the concept of sustainability is well recognized, there is, nevertheless, a great deal of ground to cover before a global acceptance of common standards of sustainable forest management can be achieved. These are standards that can be made implementable on the ground, right down to the FMU level. The process of developing criteria and indicators of sustainability for highly varying types of forests (from tropical to boreal) and situations of different localities has to be fully recognized. Drawing up a workable system of measurement that provide consistently reliable data but can based on subjective weighting of local socio-economic values, ecological conditions, management objectives, etc., is nigh impossible in today's situation. A great deal of effort in the harmonizing of standards is still needed among the current understanding of what is meant by sustainable forest management.

Timber certification as a verification process will provide the consumer with the information on the state of the forest of origin but has otherwise a very limited role in ensuring sustainability of its management. Just as non-sustainably produced timber may continue to flourish in the market place, there is also no assurance that sustainably produced timber will attain an overall market preference. A universally recognized basis for verification and soundness of the verification methods themselves are critical factors for credibility and subsequently, acceptance of the market.

Notwithstanding the above reservations, the evolving worldwide consensus over concepts and philosophies regarding environmental conservation (reviewed in the ITTO 1994 report), has succeeded in advancing efforts at intensifying sustainable forest management (SFM) activities and interest in timber certification.

Timber certification activities are multiplying quickly in boreal, temperate and tropical countries. Indeed the shift of focus from tropical to temperate and boreal forest, largely spurred by the WWF report "Forests in Trouble" (Dudley 1992), has brought upon pressure to carry out certification in several regions like Canada in North America, Australia and New Zealand, and the Nordic countries, and this will likely extend in the future to the boreal forests of Russia. This will eliminate arguments against timber certification of tropical timber on the grounds of discrimination by temperate country buyers. Sluggishness on the part of tropical timber suppliers to have their products certified may in fact shift the attention back to the tropical countries.

2.2
Trends and Patterns of Forest Products Trade
2.2.1
Trade Patterns

Forest-based products are divided into (i) wood and wood-based products and (ii) non-wood products. The value of global trade may be estimated at USD 128 billion/year
 of which non-wood products could account for about 7% depending on their definition (Simula 1996b). The figure does not include the value of traded services such as forest-based ecotourism which is a growth industry and is becoming a significant source of revenue in many countries. 

Wood-based products are traded as (a) roundwood (or chips), (b) primary processed products (sawnwood, wood-based panels, pulp and paper), or (c) further processed value-added products (builders´ woodwork, wooden furniture, converted paper and paperboard products, etc.). 

Only 15% of the global roundwood production enters international trade as the balance is used domestically (IPF 1996). The share, however, varies by product and region and it tends to increase as a function of product unit value. Trade has shown a visible change over the last few decades with a decline in the exports of roundwood (mainly due to physical supply limitations, bans and restrictions on exports, etc.) relative to the trade in processed products.

Developing countries account for 20% of the world's total exports. Their main items are plywood (31% of the total exports of developing countries), paper and paperboard (21%), sawnwood (20%), and roundwood (17%). Out of the developed countries´ exports more than half (55%) is paper and paperboard, followed by woodpulp (14%). These industries are large scale and highly capital intensive using rather fixed and sophisticated technology whereas the traditional wood processing operations are typically run by small and medium-scale enterprises. 

The import patterns of the two country groups appear largely similar. In the developing world, 45% of the total imports is paper and paperboard, 17% sawnwood, 12% pulp and 12% logs. Paper and paperboard also dominate the imports of developed countries (47%), followed by sawnwood (20%), woodpulp (15%) and roundwood (9%). However, there is a marked difference in the patterns of intra-regional trade which is largely featured by log trade in developing countries, and by paper and paperboard trade in developed countries.

2.2.2
Regional Disparities and Trade Flows

The main trading area in wood-based products is Asia which accounts for two thirds of the total imports of developing countries The region's share of the respective exports is even higher, at about 70%. Asian trade is mostly intra-regional but in plywood the region is dominating the world market. The second region is Latin America, mainly thanks to Chile and Brazil which are world class exporters of several wood-based products. Due to her poor competitiveness and limited purchasing power, Africa plays a minor role in the world trade in this sector in spite of the region's substantial physical potential.

In developed countries, the main players are Europe and North America which are very large exporters and importers themselves. Intra-regional trade plays an important role, Canada supplying the United States and the Nordic Countries supplying Western Europe. Until recently Eastern Europe and Russia used to contribute substantially to intra-regional trade taking advantage of their immense forest resources. Some of the recently disrupted trade flows are gradually building up again but, as a whole, the trade of these countries is increasingly geared towards the European Union. Large tracts of unutilized forest resources in Russia offer major possibilities for future investment.

2.2.3
Market Shares and Environmental Pressures

From the policy point of view it is important to establish to what extent producers of tropical timber, generally speaking, developing countries have suffered from the impact environmental pressures in the international marketplace. Globally, in all types of timber and timber products, the market shares (including pulp and paper) have fluctuated over time, but there has been no significant trend observed between the world market shares of the developed and developing countries. Within the developing countries, however, there has been a distinct change structurally with the emergence of Southeast Asian producers, notably Indonesia and Malaysia, and to an extent, Papua New Guinea, as important exporters at the expense of traditional in-transit producers Singapore and Taiwan Province.

From a viewpoint of product exports to environmentally sensitive markets of Western Europe and America, however, two tropical timber products have shown to be more vulnerable than others, i.e. non-coniferous sawnwood and plywood. Their species identity and origin are often identified along the trading path right down to the final consumer. There has been a perceptible decline since the mid-1980s in the world market share of developing countries in non-coniferous sawnwood, but it has been the reverse in the case of plywood owing to massive increases in production outputs (matched by global market coverage) in recent years of mills in Indonesia, and to a lesser extent, Malaysia and Brazil. There are no clear indicators to go by, and one needs to explore in detail the situation in the individual major markets in order to determine the extent to which tropical timber trade has been really affected by the environmentalist campaigns.

Among the major tropical timber importers, the environmental pressures have been strongest in Germany, the Netherlands, the United Kingdom, Belgium and Denmark, but pressures have also been felt in other European countries and North America. Among the principal tropical exporters, these markets are particularly important for African and Latin American suppliers of non-coniferous sawnwood and plywood, while the Asian exporters principally depend on their regional markets and are therefore much less vulnerable. It is worthwhile to recall that Latin America and Africa combined account for no more than 13% and 4% of the world exports in non-coniferous sawnwood and plywood, respectively.

If trade-related measures are only applied in markets with high environmental awareness among consumers in Europe and North America, they are likely to have a limited impact on the management of tropical forests while the impact on major exporters in the boreal and temperate zones may be significant.

2.3
Certification as an Instrument of Environmental and Trade Policies
Environmental issues are increasingly penetrating the international agenda on trade, partly because the environment is perceived as a global common. The two underlying concerns are related to the quality of the environment and resource depletion. In spite of cyclical changes in the public debate, the environmental concerns are likely to remain in the forefront in the long run. In the past the focus of environmental groups has been on raising the environmental standards for which multilateral agreements are perceived as important instruments. Standards were originally set for the control of pollution but their scope is now being expanded to cover other environmental aspects as well.

The public's general concerns are also reflected in the international trade policy. Environmental issues were part of the Uruguay Round negotiations and as a result, the World Trade Organization (WTO) established a working program on trade and environment which deals. with eco-labelling. One reason for the increasing prominence of environmental issues regionally and multilaterally stems from the substantial reductions in recent decades in traditional barriers to import competition. The resulting extra exposure of national economies to competition from abroad has caused attention to focus more sharply on domestic policies, including the issue on cost-raising environmental standards that continue to influence the international competitiveness of the country's firms and industries. This is especially true when new players with lower standards enter the scene (Anderson 1995).

The heart of the environmental trade debate stems from the mixed impacts of policy instruments at national and international levels both with regard to competitiveness and the environment itself. This is further complicated by the classical problem of prioritization of economic development and environmental conservation, which largely boils down to the question of time preference.

As pointed out above, the international public concern over forest management first focused on tropical forests where the biodiversity values are highest and where deforestation is said to be rampant. Recently more attention has been given to the boreal (and to a much lesser extent to temperate) forests, where clear-cutting, intensive silviculture and the rights of indigenous people have been the main reasons for concern. The rather simplistic view of solving the problem of sustainable forest management through regulations and their enforcement has a risk of diverting the attention from the more fundamental issues such as land reform and various policy failures which in fact impede sustainable forest management, independently from the normative sectoral framework. As an alternative, certification is introduced as a voluntary instrument to adopt higher standards than those sufficient to meet the legal requirements.

Timber certification-cum-labelling is an information-based instrument which could make trade contribute to the sustainability of natural resources. In the forestry sector, a single processes and production methods (PPM) issue applies, i.e. it is concerned with the quality of forest manage​ment. But differentiation has to be established throughout the chain-of-custody from the forest to the final end-use in order to provide necessary information to the consumer through labelling, for example. The PPM requirements for timber are non-product related and although the environmental effect is primarily of local or national scale, they are derived from a global concern. It is taken here that, in view of the pervasive environmental pressure on the trade and recent proliferation of schemes, timber certification will prevail with increasing intensity in the marketplace.

In the assessment of such trade-related policy instruments as certification, three aspects need to be considered: (i) effectiveness in achieving their specific goals and whether the particular measures are sufficient to achieve the goals set, (ii) tradeoffs between environmental and development effects, and (iii) efficiency. A particular complexity arises from the fact that both international and national impacts should be included in the analysis (development and environmental impacts both in exporting and importing countries).

The effectiveness of the instrument in the process of achieving improvements in forest management and market access should be carefully considered. Its needs to be recognized that certification will not be sufficient to achieve these objectives because its role is complementary rather than primary. The forest management objective is to be achieved through external auditing and the respective incremental costs are to be met from the anticipated additional revenue ("green premium") or other benefits.

It would be more appropriate to say that timber certification is aimed at facilitating the process of achieving sustainability of forest management and market recognition of timber derived from such forests. A set of ancillary objectives can also be attached to timber certification which must be based upon internal and external transparency of operations. These ancillary objectives can be set at the sectoral level (e.g. better control of forestry operations and land use change, higher recovery of collection of forest revenue, etc.) or at 

the enterprise level (e.g. improved total productivity, cost savings, etc.). Some of the ancillary objectives can be important in countries where law enforcement, supervision and control are inadequate due to acute shortages of trained manpower.

As a conclusion, timber certification is only one of the policy instruments in the trade and environment interface. It can only have a complementary role and its impact will be constrained by the fact that only a relatively small share of production is traded internationally due to the bulky nature and low unit value of many forest products. However, if certification is required or promoted for domestically traded forest products, the situation could change. In the developing countries, there are limitations to the introduction of such instruments in the short and medium term due to other consumer priorities and the nature of local markets (e.g. high share of informal trade). Certification could become a more effective instrument in promoting SFM in developed countries as most trade in forest products between them and their conservation ethic is both strongest and spreading (IPF 1996).

Optimum policies to achieve environmental and trade objectives are likely be composed of several instruments where certification and labelling are accompanied by adequate macro​economic policies as well as sector-specific regulatory measures, incentives and taxation, within the provisions of among others, multilateral environmental agreements.

3.
main features of certification schemes

An operational certification scheme must have (1) standards which are used as a basis in assessment of applicants, (2) a clearly defined certification process and rules regulating the use of certificates and labels, and (3) adequate institutional and organizational arrangements with qualified human resources.

3.1
Standards
Two types of standards are involved: (i) performance standards, and (ii) procedural (management) standards. The former establish quantitative and qualificative targets or indicators against which assessment of forest conditions or management interventions can take place. The latter define the characteristics of the environmental management system (EMS) to be applied. The framework of standards is given in Figure 3.1.

3.1.1
Performance Standards

From the national perspective, the baseline performance standards are expressed in the forest law supported by rules and regulations of forest management. In a number of countries, a set of additional management recommendations may have been provided, particularly in the case of private forests. By definition, certification being a voluntary activity, its standards should be more strict than those established by the normative framework. It needs to be recognized that national legal requirements tend to vary with country, as well as needs for improvement and respective incremental costs. Where strict regulations are already enforced, it can be questioned what contribution certification can make to the quality of forest management. This issue needs to be considered when developing international harmonization of certification schemes.

Performance standards are derived from the principles, criteria and indicators of sustainable forest management. Values are assigned to indicators which serve as targets and can be used as yardsticks in performance assessment (see detailed discussion in A Sustainable ... 1996 and Coulombe 1996).

Figure 3.1
Procedural and Performance Standards in Certification of Forest Management



The international and national-level criteria and indicators of sustainable forest management (SFM) are expressions of political endorsement of a concept which goes beyond timber management to include sustaining underlying ecological systems and a wide range of socio-economic benefits. A core set of criteria and recommended indicators for reporting on SFM at the national level should emerge from an international harmonization process (Evans 1995). To what extent these core criteria and indicators will be of direct application to certification is yet to be seen.
Forest management certification programs generally share similar common principles and attempt to apply them at the level of forest management unit (FMU). The Forest Stewardship Council provides international certification principles and criteria (P&C) which include performance standards with some procedural elements. Due to the heterogeneity of forestry situations, it is recognized that any international standards have to 

be adjusted locally. Such adjustment can be a national undertaking or it may be done by the certification body. It is also foreseen that the national criteria and indicators may require further adjustments depending on which bio-geographical or vegetation zone the forest is located in, or the specific characteristics a FMU may have.

In addition to the external standards discussed above, the FMU have their own internal standards which serve as the organization's operational guidelines for silvicultural and harvesting activities. For certification purposes, these should be compatible with the various external criteria and indicators, they should be documented, and their implementation ensured through adequate supervision and control. The framework of performance standards in forest management is summarized in Figure 3.2.
The notion of sustainability is important in this context. It is endorsed as a general goal by all involved parties. Even though an exact common definition does not exist at a global level, there is a broad understanding of the main components to be included (Evans 1995). In fact, the international and national-level criteria and indicators form an implicit definition of sustainable forest management (Coulombe 1995). Some certification programs, however, emphasize “quality”, “good” or “improved” forest management rather than sustainability itself. Particularly in the case of small estates, it is difficult to establish sustainability at a given point of time, or apply it as an operational concept except over a long time period, sometimes extending to more than 100 years. For small or isolated FMU, sustainability may only be ascertained in the context of overall forest landscape or region (see chapter 4.2.3 for further discussion).

The time dimension is also important. Changes in silviculture or harvesting practices have an impact on the forest with a time lag. Therefore, three aspects become important in certification assessment: (1) the current status of the forest (within the FMU) which is a result of past decisions which may have been made up to 100 years ago, (2) the recent and current forestry practices which will equally influence the forest condition over a long period of time, and (3) the planned activities which are typically expressed in a forest management plan. In the first case the evaluation is made based on resource assessment, consultations with stakeholders, etc. The second aspect can be assessed based on the stands or compartments where interventions have been recently taken, and the third aspect based on the management plan. It should be recognized that the initial forest condition typically has a significant impact on the current condition within an ownership cycle in private or privately managed forests. Furthermore, significant changes may take place for natural reasons (e.g. forest fire, windfall) influencing certification assessment. As for the management plan, it is often only indicative subject to market conditions which may represent important constraints for planned activities.

3.1.2
Procedural Standards

The procedural (management) standards define the measures to be taken to achieve improvement in environmental performance. They refer to an environmental management system (EMS). ISO is developing an international generic standard for EMS within ISO 14 000 series which can serve as a framework for timber certification. In case certification is carried out for a FMU, an adequate and documented management system would 

facilitate cost-efficient certification. Such a system should be appropriate to the FMU size and local conditions. An essential feature in any management system is continuous improvement, in this case it applies to the positive impacts of forest management on environment.

As an example, the Canadian Standards Association (CSA) SFM system has four components: (i) commitment, (ii) public participation, (iii) management system elements (preparation, planning, implementation, measurement/assessment, review/ improvement), and (iv) continuous improvement (A Sustainable.... 1996).

Figure 3.2 
Framework of Performance Standards in Forest Management









3.2
Certification Process
3.2.1
Forest Management

The main phases of the forest management certification process are (i) application, (ii) preliminary evaluation, (iii) adjustment of standards to local conditions, (iv) contracting by the applicant, (v) assembling of the evaluation team, (vi) assessment based on documentation review, field assessment and consultation with stakeholders, (vii) preparation, presentation and review of the evaluation report, (viii) certification decision, and (ix) periodic review of compliance. If certification decision is negative, an appeals procedure is provided (Figure 3.3). 

The procedures vary between certification bodies and some phases are iterative (e.g. adjustment of standards which may be also done during field assessment). A preliminary evaluation of the applicant's certifiability has been typically included before embarking on the process which has also helped to define the scope of the evaluation exercise. Such an evaluation is based on a review of basic documentation but it may also include a ("scoping") visit by the certification body's representative to the applicant to carry out a preliminary review of available information and forest condition.

Figure 3.3
Process of Forest Management Certification
































Sources: Adapted from SCS 1995, Upton & Bass 1995

3.2.2
Certification of Origin of Wood

Certification of the origin of wood is necessary for credible product labelling. Due to the fact that the processing and distribution chain of many forest products is long and complicated, comprehensive procedures for certification are still being developed. Certification can be made at the level of primary processing (sawnwood, wood-based panels, pulp and paper) enterprises, secondary processing enterprises, or traders.

The certification process typically includes (i) application, (ii) preliminary evaluation of the basic documentation, (iii) contracting by the applicant, (iv) an audit, (v) report preparation, presentation and review, (vi) certification decision, and (vii) periodic review. Again an appeals procedure is available if the decision is negative. The process is more simple than in the case of forest management certification and it resembles normal auditing procedures (Figure 3.4).

3.3
Institutional and Organizational Arrangements
Certification body carries out or organizes independent assessment of applicants. If there is only one body for this purpose, it is also the owner of the certificate establishing certification standards and procedures as well as the rules on the use of the certificate or label. Certification bodies may be governmental, semi-governmental or private institutions.

If there are several certification bodies, a governing body may be established to operate a national or international scheme overseeing the implementation. In this case the owner of the certificate is the governing body (governmental or private). Depending on the arrangements, the governing body may issue certificates or it may delegate this task to certification bodies. The governing body can organize peer review of certification assessments and provide an appeals procedure. In this case, certification bodies would only concentrate on assessment which would reduce possible conflicts of interest in their work (cf. chapter 7.1). It is essential that all the interested parties are represented in the governing body. The governing body may also review external certification schemes and decide on their recognition in that country (as has been planned in the German and Dutch schemes; cf. chapter 5.4).

The standards used in certification may be established by any one of the above mentioned bodies, or by a separate standard setting body which may not be involved in certification otherwise. If certification standards are adopted in the normative framework of the sector, the government is the standard setting body. In a typical case, certification standards are above those of the legislation and they are developed through a broad-based consultative process involving various interest groups taking into consideration also international requirements (e.g. multilateral agreements, international certification standards and market requirements).
Accreditation is required to give certification bodies credibility as regards their procedures and quality of assessment. Accreditation bodies can be national or international. National bodies typically follow ISO or the European Standards Institute guides on accreditation. International accreditation (e.g. FSC) provides an agreement of equivalency which is the basis of neutral recognition of national certification schemes.

Figure 3.4
Process of Certifying Origin of Wood























The accreditation body assesses the resources and competence of certification bodies in view of carrying out their tasks in an independent and reliable manner. In a typical situation, the accreditation body is not involved in the establishment of the standards which are usually externally set. The accreditation body licences or franchises certification bodies to operate, provided that they follow the defined rules. Most countries have general accreditation bodies and certifiers. The accreditation process is summarized in Figure 3.5.

Figure 3.5
Process of Accrediting Certification Bodies



























Sources: 
FSC 1995, IFOAM 1996

Three elements are important in evaluation for accreditation: (i) independence of the certification body, (ii) certification procedures, and (iii) professional skills. The third element is particularly important in the case of forest management, as the performance standards have to be correctly interpreted at the local (site) level requiring a thorough knowledge and understanding of the specific ecosystems and social conditions. This means that in most cases only locally-trained specialists with extensive field experience can be expected to carry out proper assessments. 

Typical institutional and organizational arrangements are summarized in Figure 3.6 where it should be noted that standard setting could be carried out by the accreditation or governing body. The governing body may also assume accreditation responsibilities. The main and possible additional duties have been summarized in Table 3.1. It should be noted that a rigorous analysis should be made on the inclusion of possible additional tasks in the duties of various bodies. For instance, the issuance of certificates and appeals procedures would be best handled in an independent manner by the governing body.

Figure 3.6
Institutional and Organizational Arrangements for Certification










Recognition by the consumers is necessary for any successful environmental certification or labelling scheme. This requires an effective promotion which should be the responsibility of the governing body leaving certification bodies to focus on the marketing of their business to potential clients.

International harmonization is typically provided by using ISO's CASCO rules for conformity assessment and ISO standards. Trade may use any standard applied within the importing or exporting country or internationally, provided that it is recognized by sellers and buyers.

Table 3.1
Responsibilities of Institutions and Organizations Involved in Certification

	Body
	Primary responsibilities
	Possible additional tasks

	Governing body of the certification scheme
	Rules of use and issuance of certificate and labelling licences, control of certification bodies.
Promotion 
Appeals procedure for applicants
	Accreditation standard setting Recognition of external schemes

	Standard setting body
	Definition of performance and procedural standards
	Recognition of external standards

	Accreditation body
	Accreditation of certification bodies 
Control of certification bodies
Appeals procedure for certification bodies
	Standard setting
Recognition of other accreditation schemes
Promotion
Appeals procedure for applicant enterprises

	Certification body
	Assessment of applicant enterprises
	Standard setting
Issuance of certificates
Appeals procedure
Promotion


For international recognition of individual certification schemes three main options appear to be available to be discussed in more detail in chapter 7.5:

1.
Applying (i) internationally agreed standards of forest management by a standard setting body (or process), (ii) ISO 14 000 principles for procedural standards with national arrangements for certification and accreditation, and (iii) the use of ISO's CASCO guides in conformity assessment.

2.
Adopting a centralized approach for setting standards and accreditation at international level (FSC approach)

3.
Applying an intergovernmental approach.

It is also possible to combine elements of these main options.


4.
development of forest management standards

4.1
International Processes Related to Criteria and Indicators
Forest legislation, rules and regulations provide at national level the normative framework within which forest management performance is assessed. Two problems may arise when assessing such performance for purposes of certification: (1) the existing standards may not be sufficient to lead to sustainability in the way that it is internationally understood, and (2) the supervision and control may be ineffective in preventing errant forestry practices. In certification these issues are addressed through independent, third-party assessment. 

There is an extensive on-going international process to define what are the principles and criteria of sustainable forest management both in the tropics and in the temperate and boreal zones, and this is gaining momentum since the 1992 UNCED Conference. A total of about 20 organizations or processes can be identified to be involved in this work. The effort is expected to lead to a worldwide consensus and form part of the agenda on international convention on forests which is currently being studied by IPF.

Already in 1990 ITTO drew up guidelines for the sustainable management of natural tropical forests, followed up by the definitions of criteria and indicators and, later on, by similar work on plantations and biodiversity conservation of production tropical forests. However, the guidelines are not legally binding and further, they may not cover adequately ecological and social aspects of tropical forest management to reflect the prevailing perceptions of sustainability.

The next step in the international process was the work carried out under the Ministerial Conference of the Protection of Forests in Europe (the Helsinki process) when criteria and indicators were agreed upon for the European forests. This was rapidly followed by other countries in the boreal and temperate zone under the Montreal process which resulted in the drafting of the Santiago Declaration. It included recommendations on criteria and indicators for sustainable management for non-European temperate and boreal forests. 

In February 1995 the countries of the Amazon Cooperation Treaty agreed in Tarapoto, Peru, on a proposal on criteria and indicators for sustainability of Amazonian forests to be adopted by the respective governments. The criteria were established at three levels; i.e., national, management unit and global. The global benefits have not been explicitly considered in the other international criteria (ITTO, the Helsinki process in Europe and the Montreal process).

4.2
Forest Management Standards

4.2.1
Linking National and Forest Management Unit Standards

International principles and criteria can be both reinforced and complemented by the appropriate national forest legislation and codes of forestry practices for specific forest areas. Such developments at national level can play an important role in assisting effective site interpretation of external standards by certification bodies and FMU. Criteria and indicators defined at national level are aimed at improving the quantity and quality of information available to decision makers and the general public about the progress towards SFM and thus to help facilitate the policy and decision making process. The ultimate aim in this regard is to further improve forest management practices over time. Forest management unit level criteria and indicators defined and implemented in support of forest product certification, on the other hand, are mainly aimed at setting performance standards, and to define acceptable forest management practices for specific forest areas.

The scope and purpose of criteria and indicators at the national level, and at FMU level, are thus relatively different. All national level criteria and indicators may not be directly applicable in support of programmes aimed at forest product certification. On the other hand, it is important that criteria and indicators developed at the FMU level to underpin certification programmes, are compatible with those defined at national level. Furthermore, national level criteria and indicators can help guide the definition of certification criteria and the identification of corresponding indicators. Those two levels should, therefore, be conceptually linked and mutually compatible (IPF 1996). However, certification is more oriented towards conditions on-the-ground, site-specific management objectives, practices and systems, and how future management of specific lands is expected to unfold (Coulombe 1995).

The concept of an international standard for a range of products and processes are now well accepted but the development of a common standard for SMF is not straight forward and is wrought with problems both technical and political in nature. To give assurance that forests are sustainably managed requires standards that are precise, unambiguous and repeatable in assessment (Speechly 1995). The difficulty lies in defining a standard that fulfils the objectives of SMF and at the same time satisfies all stakeholders' demands. Even today there are widely differing notions of what sustainability means (Dubois et al. 1995). There is a need to develop a consensus at an international level among stakeholders but this may be hard to achieve when they have such varying and often conflicting concerns, and the problem is further compounded by the difficulty of comparing the different forestry situations within diverse ecological, social and political settings.

4.2.2
Testing and Development of Standards

The Centre for International Forestry Research (CIFOR), in collaboration with several governmental and non-governmental organizations of tropical and temperate countries, is coordinating work on the testing of criteria and indicators for sustainable management of forests at the FMU level. The project aims at identifying those criteria and indicators which can be considered relevant to the assessment of sustainability of prevailing forest management practices, taking into account parameters related to ecological, institutional, social and economic conditions and needs. The project consists of a number of field trials within tropical and temperate countries. 

CIFOR has utilized various criteria and indicators for certification, including those developed ITW (German), the Dutch Working Group (DBD Netherlands), LEI (Indonesia), Smart Wood (USA), Woodmark (UK), and ATO's Green Label. In addition, the Helsinki process criteria were also tested. The purpose is to identify a minimum number of reliable indicators to measure ecosystem integrity and achievement of social objectives. It appears that the final outcome will be a toolkit (methods) to develop criteria and indicators rather than harmonization of regional or national criteria. This would require the implementation of the second stage of the CIFOR project with additional field tests. The tests have been so far carried out in Austria, Côte d'Ivoire and Germany. Boreal forests have not been included as yet. The tested sets of criteria did not emphasize economic aspects and different ownership structures which could be considered in the next phase.

Field trials are also undertaken under the Canadian sponsored Model Forests Programme. The initiative involves the implementation of selected stand-level criteria and indicators carried out at pilot level in a number of developed and developing countries. Also the ECE/FAO Working Group on Timber Certification is reviewing the potential role of forest level criteria and indicators for certification.

Over the past few years, the inter-governmental initiatives have been complemented by a number of national activities carried out by governmental agencies and national and international NGOs (IPF 1996). Both FSC and WWF undertake activities aimed at the identification of criteria and indicators at the FMU level.

The recently ratified FSC Principle and Criteria (P&C) pertaining to plantation forests, stress on the complementary role of plantations in satisfying the world's need for forest product as a measure to reduce pressures on natural forests. The issue of timber coming from conversion forests still remains to be solved within the FSC context (Synnott & Erwin 1996).

Several certification programmes have been developed in recent years, providing for in-house performance standards for SFM, to be interpreted on the ground during field assessments (cf. chapter 6). Other initiatives being developed include Initiative Tropenwald (ITW) which was a contribution to the development of standard for tropical forests. The Canadian Standards Association (CSA), Lembaga Ekolabel Indonesia (LEI) and national programmes in Brazil and Bolivia constitute other initiatives in the development of forest management standards. In addition, several regional certifiers in the US Pacific Northwest (including the Rogue Institute of Ecology, the Institute for Sustainable Forestry, Silva Forest Foundation and the Ecoforestry Institute) have recently formed the Pacific Certification Council (PCC) aimed at producing common standards for certification (Evans 1995). In Sweden, WWF and the Swedish Nature Conservation Society in 1995, proposed certification standards for Swedish forestry. The proposal is still under debate among the major stakeholders.

The time dimension is also important in assessment of forest management performance. In the short and medium run, the evaluation has to focus on how harvesting and silvicultural treatments are carried out. In this case, those stands which have been subjected to intervention during the reporting period are now the subject of evaluation. In the long run, the focus is in the impact on the forest of management interventions. There is a time lag between the two which depends on the indicator to be measured and physical local conditions (e.g. length of the rotation period). The initial state of the forest is therefore an important factor for certification assessment. The appropriate management methods will take longer to come about, if the FMU is in a poor state initially. This aspect does not appear to have been adequately covered in most certifications standards. As a conclusion, it may be said that work to establish standards of forest management performance for certification purposes is still in progress.

Due to the heterogeneity of forest types and situations, location-specific forest management standards should be developed based on consultative processes to be applied in the assessment of individual biogeographical zones. Such a process is going on e.g. in Indonesia in the course of developing its national certification system (cf. chapter 5.3.1).

Individual certifiers have adopted somewhat differing views on the role of criteria and indicators used in their respective assessments. Differences refer to the degree of prescriptiveness and flexibility, and whether the assessment is also specifically aimed at guiding forest managers to improve their practices (Evans 1995).

4.2.3
Certification Standards and Level of Assessment

The underlying principle in the existing forest certification schemes (not necessarily always explicit) has been to use forest management unit as the unit of assessment. The purpose has been to link management decisions directly with the assessment criteria. On the other hand, certification should be based on criteria and indicators which are relevant to sustainability of forest management.

The assessment of sustainability of forest management for certification purposes can be theoretically thought to be carried out at different levels: (a) stand or compartment which is the unit of silvicultural treatment/harvesting (intervention criterion); (b) forest management unit or estate (ownership criterion); (c) landscape or region which may be any size of geographic unit large enough to assess all the relevant aspects of sustainability (the minimum size of such a unit varies according to local physical conditions but is typically a few thousand hectares), and (d) country. Every country is divided into biogeographical/vegetation zones, each having its own biological characteristics which also define the specific features of forest types occurring in these zones. Ultimately, the maintenance of biodiversity as well as social and many other aspects of sustainability must be assessed within these zones (sub-zones). From the practical point of view, the zones (sub-zones) are not, however, considered suitable as certification units.

The issue here is the relevance of individual indicators at different levels. If the purpose is to assess sustainability from view point of ecological, economic and social criteria, there will be serious problems in carrying out evaluation work at the level of forest management unit if it is not large enough. In small management units, which are common in countries where private forest ownership dominates, only a limited number of criteria and indictors may be relevant at a given point of time, depending on the prevailing structural characteristics of the particular management unit. For this reason, the announced FMU-level certification criteria tend to emphasize "good", "improved", "quality" or "responsible" forest management, rather than addressing the problem of sustainable development of forests. CIFOR's on-going work on testing of alternative certification criteria and indicators is expected to contribute importantly towards attaining some feasible measures of determining sustainability status on the ground.

4.3
Procedural Standards
Procedural elements are contained in national forest practices codes and various certification standards. ISO 14 001 provides the environmental system which is also relevant to forestry. A comparison on environmental management elements between national forest practices codes, ISO 14 001 and FSC is presented in Table 4.1.

The purpose of national forest practices code is to provide basic performance standards and not to specify an explicit requirement for the type of management system to be applied. However, many codes build around forest management planning and monitoring, thereby largely covering procedural aspects. ISO 14 001 will provide a comprehensive set of generic standards where 

Table 4.1
Elements of Procedural Standards in Forest Management Systems
	Elements of Environ​mental Management Systems
	National Forest Practices Codes
	ISO 14 001
	Forest Stewardship Council

	Identify environmental impacts
	May be implied within the Code; not all impacts usually identified
	Covered (Does not directly deal with benefits from forests, social well-being, indigenous rights).
	In principle form only. Each country is required to identify environmental impacts related to sustainable forest management.

	Abide by regulations and polices
	The code is a regulation Itself. Other specific regulations may be referred to.
	Covered
	Meeting legal require​ments is covered; possibility for a conflict with P&C.

	List significant environ​mental aspects (SEA)
	May be listed or implied within the code because they are part of a regulation
	Covered
	These are known as "criteria" in the FSC approach.

	Know current performance for each SEA (quantitative if possible)
	Required performance. May be (target) specified but sometimes not quantitative
	Covered
	There are current indicator values in the FSC approach.

	Set progressive improve​ment targets
	The core is a minimum target since it is a regulation
	Covered
	Implied through adjustment of FSC P&C.

	Describe operational procedure for each target
	Very broad operational procedures are sometimes described, implied in management plan
	Covered
	The FSC principles require that a management plan be written and implemented. Including the long term objectives of management and means of achievement. ISO 14 001 could be a suitable vehicle for complying with this principle.

	Describe the tasks/work instructions for each operational procedure
	Not usually provided but implied in management plan
	Covered
	Implied in the manage​ment plan principle.

	Have an effective training program in place
	Not usually provided but implied in management plan
	Covered
	Implied in the manage​ment plan principle.

	Have a documentary system of control in place
	Not usually provided but implied in management plan
	Covered
	Implied in the manage​ment plan principle.

	Verify that targets are achieved
	Not usually provided but implied in management plan which is often indicative
	Covered
	Implied in the manage​ment plan principle.


Source:
Adapted from Australian Institute of Foresters Bulletin (December 1995)
continuous improvement is ensured through demonstrated commitment and systematic monitoring. However, specific provisions for forest management would be desirable to make ISO 14 001 operational in this sector, particular in small-scale forestry. 

FSC P&C have taken the middle way but covering both performance and procedural elements. It is important to note that progressive improvement is implied but verification would need to be made through the adjustments of P&C rather than progress reports based on sustainability indicators. FSC's procedural elements are mostly contained in the requirements to prepare and implement management plans, which suggest a rigid interpretation. In most cases, the implementation of management plans decisively depends on markets and therefore adjustments are common and can sometimes be significant which means that plans can be only indicative at best and their implementation should be evaluated periodically over the entire planning cycle. 

In addition, the management plan requirement of FSC in small forest estates may lead to high costs and excessive bureaucracy.

As a conclusion, the specific procedural standards for forest management at international level are still in the development phase. On the other hand, the current practices in many countries of establishing procedural standards, based partly on national codes, have already provided most of the key elements.

5.
certification schemes and initiatives: progress
SINCE 1994

5.1
International and Regional Initiatives

5.1.1
Forest Stewardship Council

FSC, headquartered in Ciudad de Oaxaca, Mexico, was established to promote volun​tary, independent, third party certification of forest management. Its highest decision-making body, the general assembly, is divided into two voting chambers; the first (75% of the voting power) consists of members representing social and environmental interests and the second (25% representing economic interests. The imbalance has made the industry hesitant to participate in FSC. This is an important point as experiences on other eco-labelling programs show that industry participation is generally necessary to make such schemes successful.

FSC is an accreditation organization for independent certifiers (FSC 1994). The Council has a set of Principles and Criteria (P&C) for forest management and a manual (draft) for evaluation and accreditation bodies with rigorous and clearly defined procedures (FSC 1995b). FSC is also actively promoting the establishment of national working groups which are mainly involved in the development of national forest management standards. WWF has been the driving force in setting up and promoting FSC. For the time being, FSC is the only institution that provides an international framework for the principles and criteria of forest management for certification. This framework is supported by rigorous and transparent accreditation procedures.

Two points need to be emphasized with regard to FSC P&C. First, they are meant to apply to all types of forests (tropical, temperate and boreal), covering all ownership categories, different sizes of forest management units, and various socio-economic conditions. But this creates a number of problems due to the way in which the principles and criteria have been drafted. The other important point is that FSC accredited certifiers need to develop their own assessment criteria and procedures which vary with organization. There appears to be up to four possible levels of criteria involved in FSC-accredited certifications: (i) global FSC principles and criteria, (ii) national FSC forest management standards, (iii) the general criteria of the certification body, and (iv) site-specific criteria developed by the certification body for the field assessment. All the four sets have to be compatible with each other. FSC criteria have been considered too demanding on environmental and social aspects and weak on economic viability (Upton and Bass 1995). One issue of particular relevance to the tropical countries is how to deal with timber extracted from the conversion forests; this is currently under study by FSC.

FSC is a commendable initiative and it has prepared a lot of basic elements necessary in any international forest management certification scheme. The main achievements are as follows: (1) A comprehensive accreditation system has been elaborated for the evaluation of certification bodies (FSC 1995b). (2) The principles and criteria have been approved for natural forests and plantations. Four certifiers have been accredited and another four are undergoing evaluation (January 1996). (3) FSC has 100 members. (4) About 25 forests have been certified by the four FSC-accredited certification bodies, not all, however, were complying with FSC P&C as the certification of most of them dates back before the bodies were accredited (FSC 1995a). (5) In February 1996 FSC completed the process of trademark registration and started to promote its own label. (6) FSC has raised the necessary funds, mainly from government sources. (7) FSC has also been a focal point in the international debate on certification, particularly on matters of how certification ought to be done and by whom. FSC represents the first major initiative in which a whole spectrum of NGOs, social and environmental groups are working together with (albeit to a limited extent) industry and retailers.

5.1.2
International Standardization Organization

In International Standardization Organization (ISO) is the primary global organization for the promotion of international standards. Its members are national standards bodies in more than 100 countries. ISO standards are voluntary but, if adopted by governments, they may become mandatory, often associated with local adjustments. ISO’s Conformity Assessment Committee (CASCO) has been set up to ensure adequate harmonized arrangements for certification and accreditation.
ISO 14000 is an evolving series of generic standards to provide a set of tools for managing environmental impacts and risks. The current tools can be divided into three groups: (i) organization management, i.e. environmental management systems (EMS), (ii) auditing and performance evaluation tools, and (iii) product evaluation including life-cycle assessment, environmental labelling, and environmental aspects in product standards. Draft international standards for EMS (ISO 14001) and environmental auditing (ISO 14010) have been published and are expected to be approved in mid-1996 (Standards New Zealand ... 1996).

ISO 14001 is a system specification which enables organization to achieve stated environmental policy and objectives (e.g. sustainable forest management). The standard is based on an open system enabling the achievement of any performance level which may be defined by the organization. However, three minimum requirements are defined: (i) compliance with legislation, (ii) commitment to continuous improvement, and (iii) prevention of pollution. If certification criteria correspond to those of the legislation, ISO 14001 provides an adequate instrument for certification for organizational units applying EMS. However, as certification is voluntary, the performance standards are, by definition, above those of the legislation. ISO 14004 provides descriptive guidelines on principles, systems and supporting techniques on EMS.

ISO 14010, 14011 and 14012 provide guidelines for environmental auditing which, according to ISO 14001, has to be carried out. ISO 14031 will provide guidelines for Environmental Performance Evaluation (EPE) which is an ongoing process of review of an organization’s environmental performance. EPE is an internal tool to improve environmental performance but it is not aimed at certification.

In view of forest management certification, ISO 14000 provides a suitable general framework but there are two important gaps: (i) the performance standards are not specified if they are different from those of the legislation as expected in most cases, and (ii) there are no specific provisions for the certification of chain-of-custody. On the other hand, as ISO 14000 will be widely applied in various sectors (as happened with ISO 9000 series on quality management systems), compatibility of any forest management certification with it would be desirable. In fact, quality and environment are complementary facets of a management system in a productive organization. These advantages make ISO 14 000 (in particular 14 001) an interesting potential option for forest management certification, if the existing gaps can be addressed (Standards New Zealand ... 1996). 

In 1995 the Canadian Standards Association (CSA) made a proposal to ISO to start the development of an international standard for sustainable forest management systems. The proposal did not pass as it would have established a sector-specific precedent for general management systems. In addition, it was opposed by NGOs who saw it as a countermeasure for FSC in which economic interests play a minority role in decision making. The issue is being pursued within ISO. An informal study group has been established for this purpose with a mandate to develop a method for assessing forest management. The Group, chaired by New Zealand and coordinated by the Standards New Zealand, has met twice and will submit its report to the next meeting of ISO TC207 to be held in June 1996.

5.1.3
African Timber Organization

Only limited progress can be reported on the regional certification scheme in the mem​ber countries of the African Timber Organization (ATO) since the second regional seminar was organized in 1994. The first step would now be to develop regional criteria and indicators. CIFOR's programme for testing SFM criteria and indicators at FMU level included a study which was carried out in Côte d'Ivoire with the financial assistance of France in 1995 (Megnin-Lecreux 1995). As a result of the testing, ATO has prepared a draft for certification criteria which will be presented to the Ministerial Conference in April/May 1996 for deliberation. The final draft is expected to cover sustainability indicators in a comprehensive way and be ready for implementation through a pilot scheme.

ATO attempts to develop a framework for a regional certification scheme which would be cost-effective and from which both forest owners and trade could benefit. ATO's role would be to serve as an umbrella organization but it does not intend to become involved in accreditation.

ATO's task will be difficult if it does not receive external financial support. There appears to be no direct link between the EU funded project (with Cameroon as a pilot case) and the ATO scheme even though the EU was previously supporting the ATO regional scheme (cf. chapter 5.4.1). Furthermore, certifiers and FSC are dealing directly with individual companies which is not contributing to the development of a coordinated regional initiative (cf. chapter 5.2).

5.1.4
Nordic Forest Certification

In mid-1995, as a result of a preliminary study, the forest owners' associations and the forest industry associations in Finland, Norway and Sweden decided to investigate the prospects for a concerted Nordic action on forest certification. The aim was to identify areas where more development was needed and to propose a framework for continued collaboration, paying particular attention to the major role of private forestry in the Nordic countries. The first phase was completed in December 1995 which resulted in the conceptual design of the system. In 1996 the preparatory work will continue and the key NGOs have also been invited to form a broad-based coordination group (Nordic ... 1996).

The scheme is built on international agreements and principles on sustainable forestry (including FSC), the Nordic forestry practices and the conservation of biodiversity. Certification is perceived as a marketing tool to promote forest products against substi​tutes. It is assumed that a high share of Nordic forests are certifiable in the short run. The system should preferably cover the whole life-cycle of forest products.

The justification of a joint approach is derived from several arguments: high credibil​ity, the same main export markets, largely similar forestry conditions, common know​l​edge on forest ecosystems, similar management practices, similar forest ownership patterns, etc. As for performance standards, three elements are recognized: (1) basic requirements, (ii) targets, and (iii) measures or undertakings which create a change in indicators toward targets. A regional approach for certification of small-scale private forestry is proposed as an alternative to individual certification. Alternative organizational structures have been identified for further analysis. International harmonization is provided under the compatibility with the general SFM principles (Helsinki process, FSC) and ISO guidelines while the actual performance standards could be nationally defined.

The Nordic process continues today with the development of Nordic criteria and national/ local standards through consultative seminars. Further analysis is carried out to arrive at a practical implementation of the system which will include the chain-of-custody. Market demand and forest management motivation aspects will also be studied.

5.2
Africa
The available information suggests that certification developments in West and Central Africa prevail at company level activities. Isoroy's certification to Eurokoumé in Gabon was the first case (Thompson 1995a) but some other companies are also in the process of, or interested in, obtaining a certificate. Some interest is found in Eastern and Southern Africa as well. A case in point is Zimbabwe where one small industrial company was recently certified.

The Republic of South Africa is concerned about certification pressures as the country is a significant exporter of plantation-based forest products. Commercial forestry is based on a tree farming concept which should be duly considered in the development of international standards. The country's forest industry supports the initiative within ISO to develop sectoral standards in consultation with other initiatives (Scotcher et al. 1995).

5.3
Asia

5.3.1
Indonesia

At the end of 1993 a Working Group was established with two general objectives: (i) to develop criteria and indicators for timber certification and eco-labelling, and (ii) to set up necessary institutional arrangements. The national eco-labelling institute, LEI (Lembaga Ekolabel Indonesia), is still working under the same status but in 1996 a foundation will be established to provide the institutional setting for the Institute. LEI will issue eco-labels but it will not accredit certifiers which will be done by the National Standardization Institute (DSN).

In 1994 three working groups were set up for (i) criteria and indicators, (ii) methodology for field assessment, and (iii) organizational and institutional arrangements. During 1995 the work concentrated on the refinement of the criteria, methodology development and planning of the decision-making procedures, resulting by 1996 in the production of four key documents: (i) criteria and indicators, (ii) methodology of field assessment, (iii) decision-making procedures, and (iv) general guidelines on how to obtain an eco-label.

LEI´s work programme for 1996 includes (i) finalization of the criteria, (ii) second field trial, (iii) wood tracking study, (iv) training of assessors, and (v) preparation of the eco-labelling scheme for consumer products.

Criteria and Indicators

The international reference material for the national criteria included ITTO Guidelines, ISO 14 000 process and FSC´s principles and criteria. At national level, two initiatives preceded LEI´s work: (1) the guidelines of the Ministry of Forestry (MOF), and (2) the criteria and indicators developed by the Association of Forest Concession Holders (APHI) with the assistance of the scientific community. The former were aimed at serving assessment of the compliance with the forest legislation, while the latter were developed to assist concession holders to prepare themselves for meeting MOF´s normative requirements as well as those of forest certification. 

LEI´s criteria and indicators have been developed through a consultative process, including the participation of the international community. Three main key elements are (A) production, (B) environment and ecology, and (C) socio-economic aspects.

The national-level criteria will be further refined at regional/local level to correspond to the specific ecological and socio-economic situations. The approach is based on main ecosystems and social systems. In setting target values for indicators, national, regional and local averages are considered when the performance of a concession is assessed. Two sets of criteria exist: natural and plantation forest. The criteria developed are for production forests while those for conversion forests have not yet been considered.

A vital issue which has not been solved as yet is the weights to be assigned to the key elements B and C.

Methodology of Field Assessment and Decision-making

It is recognized that the situations vary considerably within the different localities in the country and therefore an element of flexibility is included in the assessment. This would also allow decentralization of the decision-making process. The assessment is carried out through three stages: (1) administrative screening based on documentation provided by the concession holder, (2) field assessment by specialized assessor firms, and (3) review by the local Expert Panel to be contracted by LEI on an ad hoc basis for this purpose.

The final result is expressed as a score value (an index number) which is a weighted average of all the indicators. Weights are elaborated at three levels: indicator which is specific to the region, variable of the management unit, and the above mentioned key elements. In this way the certification result provides an instrument to monitor the progress both by the concession holder himself and LEI. A hierarchical decision-making methodology is applied to provide for check and balance and also to serve the purpose of reducing the subjective element in assessment, and checking the consistency of assessment.

In the assessment, the capacity of the forest management organization to achieve the sustainability target is evaluated. The result also indicates which areas need improve​ment in order to facilitate the attainment of the target.

Wood Tracking
Wood tracking is left for the private sector to handle without LEI´s direct involvement. Based on an earlier study, the costs appear to be high and simple procedures will have to be developed for this activity. Proving the origin of raw material will be the industry´s concern. From LEI´s point of view it is important that it is done in a credible way but the organization of work is left for the industry to undertake. 

International Recognition and Harmonization

LEI is neither an accreditation nor certification body and therefore does not deem itself appropriate to become an FSC member. They feel there is a conflict of interest if certifiers are members of the accreditation organization. In LEI´s view certification and assessment should be kept separate. How can independence be guaranteed if the assessor is paid for issuing the certificate. However, LEI has a parallel cooperation with FSC which has been mainly interested in participating in the regional consultation process that LEI are carrying out with the different regions of the country.

According to LEI, ISO 14 000 can provide the necessary international framework for the harmonization of labelling systems, meanwhile, the present general ISO provisions for accreditation and certification will also be applied. 

Organizational Arrangements

The forest concession holder (HPH) contracts the assessor to carry out evaluation. The two have to be independent from each other; no capital investment is allowed. The assessor has to be recognized by LEI. HPH pays a bond for the work to be released only when the certificate has been issued by LEI. If a certificate cannot be issued and if the concession has not complied with MOF rules and regulations, HPH loses the bond. It is important that the concessionaire is willing to cooperate, on a set time frame with deadlines for improvement.

The assessment result will be reviewed by a local Review Panel composed of 7-9 members representing three constituencies: NGOs, scientists and bureaucrats (2-3 each). The composition of the panels is important and LEI wants to strike a balance among the three groups. 

Target

The next few years will be capacity building and the programme should be in full operation in year 2000 which means that certification will be carried out based fully on all the key three elements of the criteria (A, B and C).

5.3.2
Malaysia

Malaysia is considering the establishment of a timber certification scheme. In mid-1994 the Malaysian Government set up a pro-tem committee to discuss issues pertaining to timber certification. The committee which comprises representatives from the government, timber trade and environmental organisations is looking into the establishment of a National Timber Certification Centre (NTCC). The NTCC pro-tem committee is coordinated and chaired by the Malaysian Timber Industry Board (MTIB). The actual role of NTCC is yet to be determined and an appropriate certification scheme to be finalized. In this context the Forestry Department has identified the critical forest management activities as a basis for attaining sustainability in accordance with ITTO's sustainable forestry management principles and guidelines.

5.3.3
Papua New Guinea

Concern among environmental groups about the standards of forest management has led to the adoption of certification schemes by timber companies in several localities in Papua New Guinea. In PNG Country Report to ITTO in 1994, its indirect involvement in timber certification schemes was indicated by the appointment of a PNG forester to the Board of the Forest Stewardship Council. Concern was expressed on the problems that might arise from the costs imposed by certification, and "resource owners" were expected to shoulder the costs of certification.

There appears to be little movement since then in PNG on the question of timber certification. However, codes of practice for logging have been given priority presupposing that "if conditions are right, results will be appropriate". With regard to accepting standards for certification the likelihood is that PNG will be inclined to comply with those accepted in Australia (Belford, J.B., pers. comm.).

5.4
Europe
5.4.1
European Union

Forest management is a cross-cutting issue where EU's legal competence varies depending on the area (Table 5.1). In development cooperation, certification has become a priority area in the promotion of SFM in tropical forests. A new Protocol was added to the Lomé Convention in 1995 which states that EU and the participating ACP countries (African, Caribbean and Pacific States) agreed to concentrate on "supporting the definition and the development of certification systems for timber produced from tropical forests bearing in mind sustainable forest management principles as part of envisaged internationally harmonized certification systems for all kinds of timber and timber products" (European Union 1995). In December 1995 a Council Regulation (No 3062/95) on operations to promote tropical forests was adopted. Among others, priority support will be given to the "definition and development of certification systems, combined with independent assessment systems". In addition, a study on problems and opportunities for the EU with regard to certification was finalized in March 1996.

Table 5.1
EU Framework and Forest Management Certification

	Sector
	Issues and actions

	Trade
	Common external commercial policy.

Need to harmonize national certification schemes.

Trade as an instrument to promote SFM

	Environment
	Common strategy of tropical forests

EU legislation on eco-labelling and eco-management/auditing (EMAS)

	Development cooperation
	Support to SFM; Timber Protocol of Lomé Convention

Certification a priority action in forestry development

ITTO activities in certification

	Agriculture
	No common policy on forestry

Participation in the Helsinki Process

Need to harmonize national certification schemes


Already in 1994, the European Commission (EC) proposed within the General System of Preferences (GSP) incentives for countries that gear their development policies to the requirement of social progress and protection of the environment based on a product certification system. Tropical wood products were proposed be taken up first using ITTO's SFM criteria. Nevertheless, such a rule will not be operational until 1997/98. In addition, the European Parliament has requested for an introduction of an independent assessment system linked to an existing international assessment system for certification of all kinds of timber and timber products by 1997 (European Parliament 1995).

As a conclusion, the EU is now actively supporting the development of certification within an internationally harmonized system, taking into account the FSC and other frameworks related to SFM in tropical countries. The EC has recently approved funds of about ECU 750 000 to finance a project entitled "Promotion of Sustainable Forest Management in timber producing countries of Western and Central Africa". The following activities are envisaged to: (i) undertake wide consultations among major partners to obtain a consensus and commitment for a common approach to certification; (ii) develop a methodology for certification in a pilot country (Cameroon), start an FSC-Working Group, and prepare a viable project for certification; (iii) implement a public awareness campaign among consumers in Europe to promote the demand for FSC-certified timbers; (iv) hold a regional workshop to create awareness at a regional level; (v) extend the pilot scheme to other countries in the region; and (vi) undertake analysis of the likely impact on forest management in Western and Central Africa.

The EU market is perceived to have the potential to create demand for SFM. It is expected that richer countries will call for timber certification and that developing countries will need to respond accordingly. Otherwise the latter, especially the smaller (community) producers, may lose out. The expected results will be increased awareness, and progressively strengthened certification programmes (PARTICIP 1995).

In addition to the sectors identified in Table 5.1, certification has linkages with forest industries (DG III), research (DG XII), and internal markets (DG XV). Therefore, a Working Group of National Experts on Timber Certification has been established to study the issues but no EU directive or Council Regulation is under preparation. In this context the instrument will be assessed in its role as a tool to improve forest management in member states.

The implementation of the 1992 Council Regulation on Eco-labelling started in 1994 when the criteria were approved for tissue and toilet paper. The EU eco-labelling and forest management certification are linked upstream as raw material supply forms part of the product's life-cycle to be assessed in EU eco-labels. However, the EC acknowledges that the EU should not take the existing eco-labelling regulation as basis for action in forest certification (Dubois et al. 1995).

The need and ways to implement certification through joint action within the Community are being studied. The perceptions of member states of the EU's future role appear to vary in terms of urgency to implement certification for the Community forests and the role the EU should adopt in international harmonization of various efforts. There is, however, a common view that such a harmonization is necessary.

At the European level, forest owners have been particularly concerned about the fact that forest management certification should respect different ownership structures, forest variety and cultural landscape development over the centuries. They are giving preference to certification systems of individual countries or regions but their work on this is still in the formulation phase (CEPF 1996). However, one single approach to certification is not acceptable to European forest owners (Europäische... 1995).
5.4.2
Austria

The federal law for the creation of a quality mark for timber products from sustainable exploitation (No. 228/1993) lays down the main principles of sustainable forestry. The law charges the Minister for Environment, Youth and Family to issue "an authoriza​tion... upon submission of evidence by the applicant that the preconditions... have been met if the applicant undertakes to use and market exclusively timber from sustainable exploitation". 

In accordance with the law, an Advisory Board has been set up with the participation of all the stakeholders and a background study was carried out (Rametsteiner 1995). The law entrusts the Ministry to develop relevant criteria taking into account the guidelines of respective international organizations. To implement this in the Austrian conditions, four sets of international criteria and indicators are being tested as part of the CIFOR -coordinated global exercise.

A feasibility study has been commissioned on the monitoring and documentation system covering both forest management and chain-of-custody.

Definite targets for the implementation arrangements have not been established. The national system should be developed in conformity with international requirements as a common approach e.g. within the EU has not yet been defined. It is also open to which option should be adopted for international harmonization and mutual recognition of the Austrian system in export market.

5.4.3
Belgium

In 1995 a preliminary study was carried out on certification of timber from the Belgian forests (Plouvier 1995). It concluded that FSC P&C are good but difficult to translate in a Belgian context. Due to extensive variation in perceptions of the state of forest management in the country, it appears that a national consensus on appropriate standards will not be easy to reach. Certification standards should be practical and clear about what is allowed and what is not. Other issues to be addressed include use of timber preservatives and the small area of protected forests at national level.

As a follow-up of the study, a National Working Group has been established with a broad membership to draft standards for Belgian forest management, using FSC principles and criteria as a basis. WWF is also organizing a "1997 group" whose aims and operation will be similar to the 1995 Group in Great Britain. The Belgian Group has about 50 members, including individual timber retailers as well as importers, and the Federation of Timber Importers and the Federation of Timber Retailers. The members have committed themselves to tracking the origin of timber sold by 1995, having some wood FSC-certified by January 1997, and to using only FSC labels. The Group has also launched a publicity campaign to promote eco-labelling and raise the awareness level of the public and the industry.
In 1995, WWF-Belgium was successful in obtaining funding from the European Commission to undertake a programme to promote sustainable forest management and certification in Western and Central Africa (cf. section 5.4.1).

5.4.4
Denmark

The Danish Government is closely following the on-going debate on certification. The government is the major proprietor of Danish forests and is therefore directly involved. National field experiments are being carried out to learn more about the feasibility of possible certifying Danish forests.

The government is looking forward to international harmonization of certification and supports the idea that certification should be applied to all forests and not limited to tropical forests only.

The Danish Timber Trade, through its presidency of UCBD, has been active in numerous international fora and meetings related to certification. The Danish trade supports its government's view but acknowledges the necessity of the subsidiarity principle when it comes to the European hardwood trade's position in the various EU countries.

5.4.5
Finland

The Finnish Government is concerned about the emergence of several parallel market-based timber certification systems which could decrease their credibility. There is a need to develop an internationally harmonised, generally accepted and credible timber certification system, where objectivity and democracy of decision making are ensured. A system which would be applied only by one country is easily marked as self-certification which cannot be regarded as reliable.

Timber certification could be linked with a global intergovernmental framework convention covering all types of forests which is under the study of IPF. The develop​ment of a regional certification system within the EU could also be an option.

According to the Finnish view, timber certification should cover all types of timber and follow the rules of WTO. The certification system should be voluntary and transparent. It should also be credible, cost efficient and relatively easy to implement.

Certification should be compatible with regional initiatives on criteria and indicators for sustainable forest management such as Helsinki process, Montreal process, Amazonian process and ITTO. A further development of criteria at sub-national and local levels would, however, be needed. Certification has to be operational within different forest ownership structures, also within privately owned forests.

Finland is participating in the development of the Nordic certification system (see chapter 5.1.3) adopting a common sub-regional approach to certification.

Finland has recently developed indicators for sustainable forest management at the national level as a follow-up to the Helsinki process (Ministry... 1995). In October 1995 a pilot project was set-up to develop principles and methods for the preparation of sub-national development strategies for sustainable forestry. The project will also identify socio-economic and ecological indicators that could be used in measuring the sustainability of forestry at sub-national level in Finland. Due to the dominance of private forest ownership, 

regional-level factors underlying possible certification will be studied. The project is being carried out in the Province of Pirkanmaa. All the interest groups from the forestry and related sectors (including citizens at large) are involved in the project through a structured, broad-based participation process. The project will be completed in the autumn of 1996.

WWF-Finland has tested the draft certification criteria developed in Sweden in 1995 in four pilot forests (Karjalainen & Uimonen 1995). WWF has promoted FSC in Finland and plans to establish an FSC Working Group in the spring of 1996. Some key stake​holders have not yet decided on their participation in the group (March 1996).

The first EMS certificate in the Finnish forest industry was recently obtained by Enso-Gutzeit Oy's Enocell mill which was certified to BS 7750 as a complement to ISO 9002 quality management standard. The certificate is expected to be used by the company as a general promotional material both internally and externally.

5.4.6
France

Certification of forest management has not progressed in France. The complexity of the problem is fully recognized but the Government which is not intending to intervene except for fixing the rules of trade and to avoid distortions. The two fundamental issues, (i) expected costs and (ii) technical rules, are being analyzed. An intersectoral approach in the context of the European Union could lead to a feasible solution if a multilateral approach cannot be established (cf. Ministère ... 1996).

The French forest owners have strong reservations on forest management certification because its impact on international competitiveness of small forest owners is likely to be negative and it would represent significant additional costs. Furthermore, there is anxiety that assessment criteria may not be adaptable to local conditions (Leclerc de Hautecloque 1995; Barbier 1995). The same concern is shared by the French pulp and paper industry (COPACEL 1995).

The French forest industry company, Isoroy, has been active in promoting its Eurokoumé Charter for its supplies from Gabon stressing that okoumé is not a threatened species. The Charter conforms with the FSC principles and the scheme is developed in close cooperation with the researchers from CNRS and an international NGO, Pro-Natura. SGS Forestry has been charged with the responsibility to control and issue the label. The first logging area managed according to the Eurokoumé Charter was scheduled to be opened early 1996 (Bourdelle 1995). Possible problems for the long-term success of the Eurokoumé certification may be the relatively short felling cycle (17 years) and timber tracking in the country (Thompson 1995).

In her development cooperation France has been supportive of a regional eco-labelling scheme within the ATO framework. More recently, France financed the testing of sustainability criteria and indicators in Côte d'Ivoire as part of the CIFOR-coordinated global research programme.

5.4.7
Germany

Initiative Tropenwald (ITW) has recently completed a comprehensive proposal on the structure and implementation of a timber certification scheme as a response to pressure to phase out tropical timber from the German market (ITW 1996). The scheme has been designed to serve as a trade promotion instrument in those specific market segments where ecological quality of wood products is recognized and where a price premium can be expected (Brockmann et al. 1995). The role of certification to guide towards SFM is also recognized.

The system has a two-prone implementation approach where (i) certification of imported products up to the point of entry to the German market is the responsibility of the exporter, while (2) the chain-of-custody certification in the consumer country is carried out under the system of that country. A relatively low market share is first targeted but it will be increased if the scheme is successful.

In the case of Germany, a Trademark Association would run the scheme and decide on the recognition of certificates of imported goods. Any certification schemes where performance criteria are adequate and the certification process is credible can be recognized provided that credibility among consumers is not an issue. 

Germany has been actively contributing to the development of SFM criteria and indicators through CIFOR which has been testing among others ITW's criteria and indicators. ITW's criteria are a useful contribution to the international discussion but it is not foreseen that imported timber will be certified according to them. The recognition of national standards applied in the producing countries would be decided upon by the recommendation of an independent review panel taking into consideration the existing international guidelines such as those of ITTO and the FSC P&C.

The Trademark Association would have a control and promotional function. Its mem​bers would come initially from trade, industry and trade unions, and later on from NGOs. It is foreseen that the Association could be European in the long run and close cooperation is already established with the Netherlands where similar arrangements are planned. The chain-of-custody certification would be based on a uniform systems approach with checking of documentation and spot-checks in the distribution chain by external auditors. The Association would be the owner of the trademark (label).

ITW's main focus is the tropical forests because of the high environmental pressure in that market segment. The Trademark Association to be founded will not, however, be restricted to tropical timber but it will be open to all types of certified timber. The scheme is still in the formative phase but it is expected to be operational during the second half of 1996. In February 1995 a national working group was established to promote FSC in Germany. German NGOs have been critical about ITW even though they are participating in its technical work and are considering to participate in the Trademark Association.

Major German paper users have become increasingly concerned about the management practices of their fibre sources. Large publishing companies have been subjected to pressure from NGOs. They have prepared their own environmental policies and carried out surveys of their suppliers through mail questionnaires and field visits, and some of them have elaborated their own forest management standards (e.g. Springer Verlag). There is a certain interest in certification in this market segment but for the time being the emphasis has been in collecting information.

The German paper industry is strongly interested in a rapid implementation of a generally recognized global certification system and believes that an approach within ISO 14000 offers the most viable solution. Such a system should be voluntary, inter​national, credible and easily understood by consumer, and it should equally consider various forest benefits (VDP 1995).

There is an on-going discussion in Germany on certification of domestic forests. The Forest Owners' Association has been sceptical of the idea due to strict regulations and long forestry traditions in the country. The small average size of forest properties is perceived a major constraint for a cost-efficient solution but the potential role of voluntary certification as a marketing instrument is recognized. The issue is still being analyzed.

5.4.8
The Netherlands

The Dutch Long Term Forest Policy Plan 1994-2020 has as its objective to maintain a forest area, the quality and quantity of which will satisfy the needs of the Dutch society, based on the sustainable management of forests.

A national Forest Accord was signed by the main forest stakeholders in 1995 as a joint commitment to implement the national policy. The signatories have expressed their intention to develop a voluntary certification system to promote sustainable management of the Dutch forests (Netherlands Forest Accord, 1995). The European criteria and indicators agreed in the Helsinki process are presently being elaborated at the national level and will be discussed and further developed with all stakeholders. The Dutch Government's international forest policy has as its objective the promotion of the conservation and expansion of forests, suggesting that all forests should be sustainably managed by the year 2000 and that imports of timber and timber products from sustainably managed forests should be achieved by that date.

The Netherlands Framework Agreement on Tropical Timber (NFATT) was agreed in 1993 to implement policy strategy number 4 (tropical timber trade) of the Government's Policy Paper on Tropical Rainforest (1991). The objective of the NFATT is to limit the trade and processing of tropical timber to timber from countries or regions with a forestry policy and management system geared to protection and sustainable production as from 31 December 1995. The NFATT has three main instruments: (i) bilateral cooperation in the field of SFM, trade in, and processing of, sustainably produced timber with the major timber exporting countries for the Dutch market, (ii) bilateral consultations on the development of SFM criteria and standards based on ITTO guidelines, and (iii) development of a voluntary certification system for sustainably produced timber.

By the end of 1994, the evaluation of the government tropical rainforest policy resulted in two major changes in the policy. First, the so-call Year 1995 Target was abandoned and the internationally agreed Year 2000 Objective was firmly embraced. Second, it was agreed that SFM by the year 2000 should apply to forests in all climatic zones.

Under the framework of the NFATT, a "memorandum on the certification of sustainably produced timber" was accepted in 1995. Voluntary certification is recognized as a valuable tool to a wider policy package to achieve SFM. Certification schemes should provide end users of timber and timber products with reliable information about the sustainable management of the source of the timber (and timber products), and should furthermore reflect international developments in the area of standardization, certification and accreditation/inspection. Finally, the schemes should be compatible with EU and WTO obligations, taking into account the specific circumstances of forest management and timber trade.

In the Dutch view, certification schemes should be composed of three elements: (i) SFM evaluation in the country of origin by independent auditors on the basis of internationally agreed criteria and indicators resulting in a certificate of origin and sustainable production, (ii) auditing of transport and processing of timber and timber products up to, or including, shipment to the importing country. Such a system is applicable to all countries and would necessarily have to be phased in gradually. The development and application of national/regional/local criteria, indicators and standards for SFM and the independent audit of SFM, transport and processing of timber (products) up to shipment to the importing county are mainly the responsibility of the producing countries. Tracing and labelling in the Netherlands would be the responsibility of the Hallmark System which is presently under development. As the NFATT expired in 1995, the private sector has taken the initiative to set up such a Hallmark System with a view to introducing duly certified and labelled timber and timber products on the Dutch market already in 1996. The existing bilateral cooperation with the most important tropical timber exporting countries for the Dutch market will be continued and will increasingly focus on pilot projects in the field of SFM as well as certification and tracing of timber.

On another front, a limited number of Dutch companies have decided to move into trading or buying of certified products. The Friends of the Earth and NOVIB are working together on a campaign called Heart for Timber through which a number of housing companies, project developers and municipalities as well as several DIY chains have committed themselves not to use tropical timber if it is not FSC certified. WWF has assisted buyers to identify FSC certified sources (Van Kreweld, pers. comm.).

There is a draft legislation related to certification initiated by the Dutch Parliament with the object of introducing a ban on the import of, and trade in, non-sustainably produced timber as of 1 January, 1999. It appears unlikely that the law will pass in its present form for reasons of non-conformity with EU and WTO regulations.

Also domestically there is (legal) opposition from various sides to a ban of non-sustainably produced timber from the market. In a recent ruling in a case between the city of Uithoorn and one of its citizens, the High Court of Amsterdam decided that regulations in municipal building codes or contracts to sell land or property attached with conditions forbidding the use of tropical timber are null and void.

The Netherlands government and the Dutch timber trade are strongly in favour of the introduction of a uniform or harmonised international system for the voluntary certification of SFM. In this respect, it has encouraged EU-wide initiative on voluntary certification of SFM and tracing of sustainably produced timber. It actively participates in the International Study Group to consider the potential application of ISO standards for SFM and in the policy work and discussions on certification in CSD, ITTO and other relevant international fora.

5.4.9
Norway

The Norwegian Government has not taken a position on certification, but it is emphasizing the importance of better documentation system concerning the environmental influences of forest management practices and methods. The government is aiming at increasing its own efforts as well as supporting and taking part in a sectoral project  "Living Forest" together with private forestry.

The government's main efforts are in policy making, environmental surveys and different follow-up and control systems concerning environmental impacts of forestry activities. The Ministry of Agriculture, being in charge of administering the Forestry Act, has initiated a comprehensive registration-of-effect programme to determine the effects of forestry activities. The programme includes long-term monitoring of environmental conditions and annual registration of forestry activities to make it possible to assess whether forestry activities are quantitatively and qualitatively sustainable, and to provide a basis for controlled application of measures.
At this stage, the Norwegian forestry community agrees upon giving priority to developing good national practical criteria and indicators for sustainable forestry within the Helsinki process, and to obtaining better tools of measuring and weighting economic, social and ecological effects of forestry. Certification systems are looked upon as a means of assessing the prevailing situation, giving options for the establishment of the necessary documentation. The design of the systems should take into account, among other issues, the prevailing ownership structure, the social importance and the long tradition of close and good relations between the forestry authorities and the private forest owners.

Based on this background, the whole sector agreed upon launching the three-year project "Living Forest", a joint undertaking with the forest industry, forest owners, the forest and environmental authorities, the labour unions as well as environmental and recreational organisations. The participation has later been broadened to include consumer organisations as well. The project shall promote sustainable forestry through the development of practical implementation of sustainable forest management principles. Pilot assessments of sustainability in four regions are underway including the testing of guidelines for forest owners. A Scientific Advisory Board has been set up for the project ensuring close cooperation with relevant scientific institutions. The project also includes elements of capacity building, information activities, and market and opinion research. 

Norway participates in the Nordic forest certification project (see chapter 5.1.3). A regional scheme would help importing countries avoid confusion between various national and other schemes, and Norway has many similarities in its forest management and ownership structure with the other Nordic countries.

The largest industrial wood buyer of Norway, Norsk Virke has been certified to ISO 9002 standard. Some elements closely related to criteria of sustainable forestry are part of their standard for wood deliveries and their suppliers. Some of the Forest Owners Associations have started a process to become ISO certified for their activities and the first one is expected to be certified in mid-1996.

5.4.10
Sweden

It is recognized in Sweden that certification of forest management could well be a use​ful tool to obtain credit for the improvements that have been already made, and to promote future improvements in forest management methods. Furthermore, certification could be helpful as a response to questions and demands from customers, consumers and public environmental debates. The aim is to create credibility in, and provide information on, the actual State of forest management. The principal aim of certification is not to change forest practices but to support the on-going development of sustainable forest management at forest ownership level. Certification is seen as a market driven process which should be handled by all parties in the marketplace, in close cooperation with all the available expertise, such as scientists and environmentalists. Intergovernmental processes such as CSD, Helsinki and Montreal, could be useful as in providing a general framework for the on-going certification discussions but governments should not be directly involved in implementation.

In the Swedish view, forest certification should be free from political influence, the instrument being basically a market tool. Inter-governmental agreements on goals and criteria of sustainable forest management offer a useful general framework for interna​tional harmonization of the locally adapted standards. Such harmonization is necessary to avoid damaging competition between different certification schemes (Wirtén-Sohlberg 1995).

The goal should be that the forest community (forest owners and industry), together with the environmental and other interests, on equal terms agree on locally based standards to give them the necessary credibility.

In 1994-95 the forest industry, the forest owners, WWF-Sweden and the Swedish Nature Conservation Society have been involved in discussions regarding criteria for forest certification. In May 1995, a proposal on standards was presented by the two NGOs. The forest industries' response to the proposal was that it was considered "a valuable contribution", but still there were many issues that ought to be discussed between the parties before an agreement could be reached. It was also recognized that a joint Nordic solution would bring considerable advantages by giving this issue the necessary international weight. As a result, Sweden joined Finland and Norway to broaden her domestic process related to certification through a Nordic initiative (cf. Chapter 5.1.3)

In Sweden three forest management districts have been selected for the evaluation of the criteria proposed by the environmentalists in May 1995. It will be tested if the criteria are applicable, measurable and relevant. The outcome of this evaluation, carried out in cooperation between the industry and NGOs, will be a valuable contribution to the Nordic discussions. Another initiative is a joint project between the Swedish industry and some Dutch customers. The aim is to evaluate the strength of the market demand for certified forest products in Europe.

In February 1995 a national FSC Working Group was established after a series of consultations on the representation of economic interests. Forest owners were not represented at all but joined in later. The group intends to prepare a proposal for FSC approval on forest management standards, application of the standards and aspects related to control, evaluation and labelling (Liljelund 1996). The initiative has been considered a breakthrough for forest certification by the industry (Skogsindustrierna 1996).

5.4.11
Switzerland

As a result of an intensive debate, the proposed parliamentary initative on the certification of the origin of wood products did not pass in the Second Chamber of the Parliament in September 1994. As an independent private initative, an FSC core group has been working since 1993 to develop national certification arrange​ments. A comprehensive independent feasibility study based on the FSC approach has been carried out, including a cantonal case study (Büchel & Hauselmann 1995).

The study found that the Swiss Federal Forest Law is compatible with FSC P&C. The draft Swiss standards of sustainable forest management combine regional and FMU-level criteria recognizing linkages between the two (Draft FSC... 1996). The cost implications of the performance standards were not, however, esti​mated. The study concluded that about 40% of the pilot canton's wood production could be certified immediately with another 11% potentially to follow. The attitudes among foresters were found positive and forest owners were willing to pay at least CHF 0.40/m3 for FSC certification.

Interviews with traders and users showed interest in chain-of-custody certification and label. Detailed cost-estimates were prepared for certification of forest management and how a price increase in roundwood would be translated into respective increases of the various end products. The study made a recommendation to establish a national FSC office but according to FSC guidelines such an office, however, could only be established at a later date (FSC 1995d).

The Swiss scheme's further development will include consultations on the draft standards, a few practical small-scale examples of certification, including forest management and chain-of-custody, and testing the feasibility of various proposals.

The industry and trade see that the need to apply certification is foremost in imported products as local forest management practices are not subject to extensive debate in Switzerland. However, to avoid any discrimination, Swiss owners should also be subjected to certification but their certification has a lower priority. The cost of domestic wood is already high and the consumer is not expected to be willing to bear any price premium for certification. The nature of labelling of imported timber is still undefined (e.g. whether national relabelling would be necessary).

The small size of Swiss forest holdings is another concern as the grouping of individual owners for certification would not be easy. On the other hand, some NGOs think that a canton is too large a unit for certification. The new forest law makes a provision for a regional Forest Development Plan to be elaborated through a democratic process and could therefore be a suitable geographic reference for certification.

5.4.12
United Kingdom

Environmental pressures in the UK timber market have mostly focused on certification since the last two years as a result of campaigning by active environmental NGOs. The WWF 1995 Group is now called WWF 1995 Plus Group and it includes 49 companies buying wood-based products who have committed themselves to phasing out the sale and use of all wood products that do not come from independently certified well-managed forests. As the 1995 target proved impossible to achieve, the date has been rescheduled for 1999. The 1995 Plus Group recognizes FSC as the only independent international system available at this time. It is still difficult to assess how realistic the new commitment is in practice, particularly if the Group's membership is significantly expanded. Expansion could eliminate or reduce the environmental marketing advantage of the group members.

FSC has established in the UK a national working group to promote FSC-based certifi​cation and to develop national forest management standards. Three sub-groups have been organized; a standards group, a promotion group and a steering group for partici​pation and coordination through a forum for discussion.

Only a very small quantity of certified timber is available in the UK market and the supply is unable to meet the demand of the 1995 Plus Group. First debates on the credibility of certificates have also started (Thompson 1995b) and they may increase in the future.

The domestic timber growers have a preference to work with the Forestry Authority on standards derived from the current guidelines which make provision for checking the origin of British timber (Forestry Commission 1994) and through the Forest Industry Committee of Great Britain (FICGB) rather than supporting FSC approach which is perceived as unaccountable, duplicative, and costly (Chrichton Maitland 1995). Only, a few small forests have been certified in the UKby SA Woodmark scheme (Annex 6).

Forests Forever (FF) is a voluntary group from the timber sector, whose members are committed to purchasing timber from well managed sources. Its primary role is to meet the demands of customers which could include certified products. FF members also assume a duty to ensure their customers make informed choices and to inform suppliers on the level of demand. Certification is primarily perceived as a marketing tool for members but FF is concerned that the approach to certification may increase costs or reduce supply, and failure to supply certified products could well lead to loss of customers. On the other hand, there could be positive effects, in the way of initiative, if certification leads to increased customer satisfaction, prices and market share. As regards FSC, FF is sceptical about the level of market demand and the willingness of customers to pay a price premium. Furthermore, as the threat of being desisted is the main impetus to achieve certification, a supposedly "voluntary" process could turn into a compulsory one. It is believed that FSC-certified timber can have a role in a niche market but to make it a "standard" for timber trade may be counter productive to the achievement of SFM (Forests Forever 1996).
The FICGB Woodmark is a labelling scheme whereby sawmillers and wood processors can indicate to timber specifiers and consumers that a product is derived from British grown timber which has been felled in accordance with the regulations prepared by the Forestry Authority (FICBG 1994). The system is checked by TRADA Certification Ltd, a member of the National Accreditation Council for Certification Bodies (Woodmark... 1995). As the regulations and the standards of the Forestry Commission are already considered very strict, introduction of other performance standards for forest management was not considered necessary. FICGB's Woodmark
 is not in widespread use in the UK and for broader recognition will require additional promotion.

Some timber companies in the UK are already certified to BS7750 Environmental Management Systems. These certificates will, in a way or another, be utilized in the development of their business, including marketing. There is, however, no evidence of an active promotion of such certificates.


5.4.13
Other European Countries

In the Czech Republic a working group has been established recently to study forest management certification in the country. Its membership includes NGOs, the forest industry and forest owners

Poland developed in 1995 SFM guidelines with UNEP's assistance to improve regula​tory framework. The General Directorate of State Forests has granted a permission to a British client to carry out certification assessment of two forest regions in the country (Green ... 1995).

In Portugal the forest legislation is being revised. Some companies have been convinc​ing their clients about sustainability of the Portuguese forests by using their own criteria. The Portuguese Association of Paper Industry has reservations on certification as it is being promoted at present with NGOs as the driving force (Position ... 1995).

In Spain the National Paper Institute (IPE) has recently launched a self-regulated eco-labelling scheme for paper and board with an objective to stimulate environmental improvements in the whole production process. The standard excludes the use of wood from natural rain forest but makes no difference between virgin and recycled fibre. The other fibre sources are accepted and the performance criteria mostly refer to emissions of industrial processing. The scheme,in principle, is based on a from-cradle-to-grave approach.

Russia, as a major forest resource holder, is concerned about the impact of certification on the country's competitive position. The market pressure is currently felt in pulpwood deliveries to Finnish and Swedish buyers who wish to establish the origin of purchased wood.

There is also interest in certification in several other European countries where the subject is being studied for possible national-level implementation (e.g. Estonia, Latvia).

5.5
Latin America
5.5.1
Bolivia

As part of the USAID-funded project on Bolivia Sustainable Forest Management (BOLFOR), a feasibility study was carried out in 1994 with a recommendation to embark on the development of a national certification scheme. An Organizational Committee was established with a mandate to develop national standards for certification of lowland forests in the north-east of Bolivia and to design an institutional structure. A provision for mandatory certification was considered in the forest law but the proposal was dropped.

A Standards Committee was established in 1995. The proposed system is a "scorecard approach" based on the assessment of sustainable management, ecosystem health and community benefits. Furthermore, the Bolivian Council for Voluntary Forest Certification, a civil association was also established to ensure the credibility of certification with the following tasks: to develop norms and standards and oversee their standardization, to act as a mediator, to disseminate information, and to serve as a focal point for all interests.

The first certification was due to be carried out in October 1995. FSC recognition was scheduled to be sought for by the end of 1995. In 1996 three local accredited certifiers are expected to be operational. The target is to have 25% of all the Bolivian forests certifiable within seven years (Crossley 1995).

5.5.2
Brazil

The Government of Brazil is closely following the international debate on certification, particularly within IPF. Certification is, so far, perceived as a voluntary instrument to be implemented by the private sector. However, any international framework for harmonization and/or mutual recognition could only be provided through multilaterally agreed arrangements.

In 1993 the Brazilian Society of Silviculture (SBS) with technical support of three research institutes (CNFP of EMBRAPA, IPEF and IPT) started to develop a national scheme for certification, CERFLOR. The CERFLOR regulations are based on the assumptions of self-regulation, transparency, adaptation to Brazilian conditions, non-discrimination, voluntary application, flexibility and compatibility with international standards. There are five CERFLOR principles, designed to cover planted and natural forests: (1) care of biodiversity, (2) sustainability of natural resources and their rational use in the short and long term, (3) care of water, soil and air, (4) environmental, economic and social development of areas with forestry activities, and (5) compliance with the government legislation. The principles and criteria have been developed to take into account of the regional variations in forestry and to ensure their compatibility with international initiatives. 

All the principles and criteria will be subjected to an impartial evaluation. CERFLOR will grant the certificate only if all its five principles have been complied with. In the first phase, CERFLOR has developed a set of criteria and indicators for plantations, a methodology for evaluation and the subsequent award of a "CERFLOR seal". A methodology for the certification process has been developed through an extensive process. CERFLOR guidelines for accreditation of certifiers set a number of requirements such as conformity with, and adherence to, the scheme's principles and criteria, independence, adequacy of evaluation procedures, transparency, reciprocity, non-discrimination and equity of access, chain-of-custody verification, adequacy of documentation, compliance with the legislation, confidentiality, as well as procedures and provisions for appeals and the integrity of claims. (CERFLOR 1994)

In order to improve the design of the CERFLOR certification system and to obtain more inputs from stakeholders, a broad-based process will be carried out in mid-1996. The operation of the system will be implemented by independent certifiers. Adequate institutional arrangements will be established for the coordination and supervision of the scheme. The CERFLOR scheme will be tested in the field in 1996. The main expected problems will be qualified human resources, costing of services and the accreditation process.

There is a national FSC Working Group in Brazil which was established in 1995. The objective is to develop certification standards for both natural and planted forests but the work is still in its initial phase.

IMAFLORA, a Brazilian institute specialized in the eco-labelling of agricultural commodities, has recently ventured into the certification of forest products (certificates of origin), in association with Rainforest Alliance (USA). Its strategy is to develop criteria and indicators on a regional basis, compatible with FSC Principles and Criteria. At present they are working on two projects, in collaboration with Rainforest Alliance: one is related to the certification of wooden boxes in the Atlantic forest; and the other one, concerns Brazil nut and rubber production in the Amazon Basin. IMAFLORA is developing specific standards for certifying non-wood forest products (NWFP). The standards for Brazil nuts and natural rubber are in the planning and testing phase (IMAFLORA 1995b). IMAFLORA is apparently the first scheme which specifically intends to certify non-wood products. In addition, guidelines have been finalized for certification of Caixeta (Tabebuia cassinoides) in the Atlantic moist forest (Mata Atlantica) (IMAFLORA 1995a). IMAFLORA is considered a non-profit NGO which gives focus to small-scale forestry operators and communities (IMAFLORA undated).

Brazilian exporters of pulp and paper have been concerned about the proposed EC eco-labelling scheme for paper products for a number of reasons: (i) a lack of transparency and consultation with third countries, (ii) the criteria unduly penalise wood from sustainably managed forests against recycled fibre, and (iii) the WTO compatibility if non-EU producers have to comply with specific extra-territorial requirements (Hall 1994). Celulose de Bahia, a major eucalyptus market pulp producer, has recently become certified under BS7750 and is expected to promote that certificate in marketing.

5.5.3
Other Latin American Countries
The other major Latin American exporters of forest products are uneasy about the increasing environmental pressure in the marketplace resulting in the development of several certification activities. A major hardwood producer (Demerara Timber Ltd) in Guyana was certified already in 1994 and four other smaller projects or companies have been certified in Costa Rica, Honduras and Mexico.

In an ITTO seminar in 1994 on Andean forest industries the idea of a regional certification scheme was discussed and obtained support. A regional approach is also pursued in Central America by the regional Council on Forests and Protected Areas (CCBAP) and the regional Chamber of Forest Industry.

The Latin America Forest Network, comprised of 100 NGO members, is reported to be promoting a coordinated approach in the Latin American countries, applying a FSC-based system (Crossley 1995).

FSC has carried out country assessments in Peru and Ecuador and there is also an FSC working group in Venezuela. Mexico is reported to be in the process of putting into place a national certification program by a non-governmental council (Consejo Civil Mexicano para la Silvicultura Sostenible) which would be primarily directed at the domestic market (Crossley 1995). In Costa Rica a working group has been established to develop a national certification scheme.

There are two driving forces in the Latin American initiatives: (i) foreign and local NGOs subscribing to FSC and receiving donor support, and (ii) industry initiatives as a counter measure to market pressures. There is a clear need to seek a coordinated approach ensuring wider impact and broader support from all the stakeholders. There appears to be in general less conflicting views on forest management at national and local levels than at the international level. This could be considered as a good starting point in the development of the certification schemes in the region.

5.6
North America
5.6.1
Canada

In 1994, the Canadian forest industry formed a coalition and requested the Canadian Standards Association (CSA) to develop sustainable forest management standards. A multi-stakeholder Technical Committee with 32 members has been working on two draft documents which constitute the main elements of this initiative: The Z-808 Guidance Document gives a general description of the SFM standard and the Z-809 Auditor's Specification Document provides the more detailed requirements which an organization will have to comply with to obtain certification.

The national CSA process is expected to lead to the approval of the standard in mid-1996 after six pilot studies. Input on draft documents has been obtained from the public at large as well as from interested parties. Public participation is a key element in the standard itself as forest managers will have to seek input from interested parties throughout the management process, including the identification of management objectives.

The CSA standard applies for a Defined Forest Area (DFA) and its management process. As such, it does not require the tracking of chain-of-custody certification and does not result in the certification of chain-of-custody, but rather in the certification of the SFM system itself. Any combination of owners, managers and public land and private land is acceptable in defining a DFA.

The CSA SFM system has four components: (i) commitment, (ii) public participation, (iii) management system elements (preparation, planning, implementation, measurement/ assessment and review/improvement), and (iv) continuous improvement which are described in detail in the draft Z-808 Guidance Document. Commitment refers to achieving the long-term goals, objectives and performance targets set by the organization and to continuously improving all aspects of forest management performance. The development of the CSA draft standard uses criteria and indicators for SFM developed at the national level under the aegis of the Canadian Council of Forest Ministers (CCFM). The C&I are fully compatible with the SFM C&I non-European temperate and boreal forests developed within the framework of the Montreal Process.

The CSA standard is described to fit into the ISO Environmental Management System (ISO 14 000 series). It is currently the most advanced initiative aimed at applying ISO 14 000 in the forestry sector at a national level. Many forest industry companies have already started to measure their management systems against the draft standard.

In 1995 the Canadian forestry industry strongly supported the development of an international certification process and, together with Australia, submitted a proposal to ISO TC 207 which, however, was withdrawn but led to the establishment of an ISO International Study Group on the subject (Sustainable Forest ... 1996).
A separate initiative in Canada is the establishment of a FSC national working group. This group is led by a Steering Committee comprising representatives of environmental, economic, social and indigenous interests. The working group is currently in the process of facilitating and coordinating the development of a series of regional performance-based standards, reflecting the range of ecosystem conditions and political jurisdictions that exist in Canada, while remaining consistent with the FSC Principles and Criteria.

In 1995, Silva Forest Foundation attempted to apply FSC P&C to two smaller logging operations in Vernon, British Columbia, and declared them Canada's first eco-certified forestry sites (Eco-labelling: Global... 1996)

5.6.2
United States

In the United States, certification is regarded as a voluntary and private activity. Noting that there are still many gaps in the understanding of the complex issues raised, the US Government has not taken a position in favour of certification and has urged further study on the design, operation, costs, benefits and market implications of certification schemes. The US believes that it would be premature to endorse certification and eco-labelling schemes as an effective tool for promoting SFM until a full examination of these issues has been done. It has encouraged review of individual country's experiences in applying schemes of their specific conditions and forest types. It believes careful consideration also has to be given to the potential useful tool for promoting sustainable forest management. However, certification is only one possible tool that can be used to promote SFM.

A great deal of attention has been given in the US to ISO 14000 standards (Bell 1995). The ISO 14001 Environmental Management System (EMS) specification offers many positive attributes for certification of a company's EMS (including forest management, product manufacturing, transportation, etc.). For example, an EMS requires compliance with domestic environmental laws and regulations, such as pollution prevention, and focuses on continuing improvement, but it does not set additional performance requirements. Thus, forestry is treated like any other industry sector; there is no requirement for duplicative on-the-ground auditing of performance against additional sets of indicators, or for tracking the chain of custody of wood from independent suppliers, which are all features of timber certification schemes. Certification to ISO 14001 will allow flexibility (promoting consistency among industries) and will be less costly to implement than many other certification schemes.

The NGO community in the US has not been as vociferous on forest management and trade issues as their counterparts in Europe. Nevertheless, a number of efforts are underway and expanding, and new initiatives are beginning. An on-going national FSC initiative involves buyers' groups, grassroots and public education campaigns and the development of nine sets of regional certification standards. The components of the initiative were drawn from various efforts already in progress, and the US initiative is being closely 

coordinated with similar efforts in Canada. Regional standards are being prepared for the Lake States by the Sigurd Olsen Institute and similar work is under way in the Pacific North West. In addition, there are three proposals for standards: in the Appalachain region, southwest Arizona/New Mexico Plateau, and the Mississippi Alluvial Valley (Ervin, pers. comm.). Another initiative is the Pacific Certification Council which is developing a bio-regional approach to certification covering also Western Canada (Crossley 1995). Two of the best known US-based certification organizations (Smart Wood and SCS) have certified a number of forests in the US and abroad. The products are mostly sold in niche markets.

The US forest products industry has been quick to respond to demand for improved information on sustainable forest management. In late 1994, the American Forest & Paper Association (AFPA) approved Sustainable Forestry Principles and Implementa​tion Guidelines. The ambitious programme contained in the principles and guidelines, referred to as the AFPA Sustainable Forestry Initiative (SFI), constitutes the members' commitment to sustainable forestry and the measures by which the public can benchmark this commitment. The programme was developed through a consultative process, and it is appropriate for use by all types of forest operations. The purpose is to improve the performance of member companies, set new goals for forest industry and other landowners, and enhance public confidence in forest management.

SFI is a process to promote, monitor and report on continuous improvement of forest management in the US. In addition to being a systems-based approach, the guidelines identify clear objectives and performance measures to assess to what extent the indus​try is meeting its commitment. Each company can develop its own performance measures to check compliance with the objectives.

It is not intended that SFI be used by member companies to monitor compliance by non-industrial landowners. However, by providing landowners information on sustainable forestry, forest management by all owners is expected to improve. State Implementation Committees are currently operating in 30 states in order to address issues such as logger training and education, landowner outreach, and water quality protection. Adherence to the SFI implementation guidelines has become a condition of membership in AFPA. The first progress report is due to be published in April 1996.

The US forest industry is concerned about actions to promote one single international approach for forest management certification which may not be appropriate in all cases, including the US conditions. Although significant near-term growth prospects have been suggested, the level of demand for certified forest products is perceived to be very limited.

The International Wood Products Association (IHPA), a grouping of tropical timber importers, has established a Certification Working Group to evaluate various initiatives at international and national levels in view of their impacts on, and implications for, timber trade. The Tropical Forest Foundation (TFF) has also a committee which deals with certification. TFF identifies and publicizes operators of excellence who can serve as models for other producers.

The American Society for Testing and Materials (ASTM), an independent standards setting body, is currently discussing, through its "Green Buildings" programme, standards for sustainably harvested wood. The work was started in response to the interest of some architectural firms whose clients had begun to ask for sustainable timber to be used in their buildings. If such additional standards are introduced for wider application in building products, they could overlap with the other standards already used in the US market. Other programmes and projects in the US which are related to certification are summarized by SAF (1995).

5.7
Oceania

5.7.1
Australia

Australia recognizes that there is growing interest in the development of an internationally recognized certification and labelling process. The Commonwealth Government will host the International Conference on the Certification and Labelling of Forest Products from Sustainability Managed Forests in 1996 and will develop a policy on certification after it has analysed the range of issues identified at the conference.

A representative of the National Association of Forest Industries is participating in the study group examining ISO 14 000 as a tool for the assessment of sustainable forest management. The Forest and Wood Products Research and Development Corporation have funded a consultancy in order to examine the attitudes of a wide range of interest groups (including government, retailers, industry, consumers, conservation groups) on certification and labelling.

The World Wide Fund for Nature has been the most active environmental NGO in Australia on the topic of certification of forest products. WWF launched in 1995 Plus Group in November 1995 at the Australian Timber Merchants Annual Conference in Sydney. This initiative is based on the one operating in the UK (cf. chapter 5.4.12). Each of the participating companies is committed to phasing out the purchase of wood and wood products which do not come from well-managed forests as verified by independent certifiers accredited by the Forest Stewardship Council.

5.7.2
New Zealand

The Government of New Zealand, together with its forest sector, is taking "significant" interest in the global debate on sustainable development and sustainable forest management, as reflected by its participation in the Montreal Process. The Resource Management Act 1991, and the Forest Act 1947 (amended in 1993) provide the legis​lation governing sustainable management of forests.

New Zealand, whose standards institute, Standards New Zealand, is the Secretariat for the ISO International Study Group on Sustainable Forestry Management, considers it likely that there will continue to be a demand for consumer information relating to environmental attributes of particular timber products and the circumstances under which they are produced.

Towards this end some form of internationally recognised sustainable forest management requirement is considered desirable and New Zealand supports the development of a regime for an international sustainable forest management if such development is feasible, within the ISO 14 000 standards system.

6.
Progress in CERTIFICATION activities

6.1
Certification Bodies
The four main organisations recognized as active certification bodies and operating internationally are the same ones which were already recognized in the 1994 study, i.e. Rainforest Alliance Smart Wood (SW), and Scientific Certification Systems (SCS) in the United States, as well as SGS Forestry (SGS) and Soil Association (SA) in the United Kingdom
. During the last two years the schemes have truly become operational and started to expand. An overview of the current status of the four organizations is given in Table 6.1. The details reported in the 1994 study are still largely valid. The following observations can be made based on the review of the current situation.

(i) The commercial enterprises are growing faster than the NGO-based schemes. Their operating principles also differ.

(ii) Each organization promotes its own scheme and is competing with each other in the same markets.

(iii) As all the four have been accredited by FSC, their standards are also compatible with FSC P&C. Two bodies apply site-specific standards developed by themselves. The absence of national-level certification standards is not perceived a problem as the bodies apply their own standards. In forest management certification no accreditation other than FSC has been sought for.
(iv) The human resource base in certification is still very narrow. In forest management certification work the total number of staff of the four bodies is 15-20 while there are only 14 full-time specialists to handle chain-of-custody verification work. An extensive use of assessors on contract is commonly needed but will run the risk of inconsistency in skill. Nevertheless, the number of persons engaged in assessment work is expected to increase substantially within the immediate future of building up capacity. In many cases the use of local expertise will be essential.
(v) Certification of forest management and chain-of-custody are both in their infancy stage and will require time and experience before well-defined procedures will be developed.
Table 6.1
Overview of the Existing Certification Bodies
	
	SCS
	SGS
	SW
	SA

	Title
	Forest Conservation Program
	Qualifor
	Smart Wood
	Woodmark

	Type
	Commercial
	Commercial
	NGO
	NGO

	Coverage
	International

Forest management/product
	International
(fieldwork in 20 countries)
Forest management/product
	International
(fieldwork in 19 countries)
Forest management/product
	International but consumer label for UK market
Forest management/product

	Standards
	FSC-compatible SCS
standards; site-specific standards developed by assigning weights to individual criteria; standards for natural forests and for natural plantations
	Currently compatibility with FSC; client requirements are considered and any appropriate and credible standards may be used
	FSC-compatible SW standards for natural forest and plantations.
SW program is compatible with ISO guides.
Site-specific standards are not applied, SW promotes prepara​tion of region-
specific guidelines 
SW standards are periodi​cally reviewed
	FSC-compatible Responsible Forestry Standards
Specific standards may be drawn up in some instances
Standards for pulp and paper production are under development

	Certified forests, traders and industries
	8 forests
3 traders
17 industry enterprises
	5 forests
5 chain-of-custody assessments
	10 forests
19 traders and industry 
     enterprises
	2 forests
2 industry enterprises

	Accreditation
	FSC
	FSC for Qualifor Program
SGS Group for standards 
ISO 9000, ISO 14000, EMAS
	FSC
	FSC: UK Register of Organic Food Standards and IFOAM for agriculture and food products

	
	
	
	
	



Abbreviations:

SCS:
Scientific Certification Systems





SGS:
SGS Forestry





SW:
Rainforest Alliance Smart Wood





SA:
Soil Association

Table 6.1
Overview of the Existing Certification Bodies (cont'd)
	
	SCS
	SGS
	SW
	SA

	Title
	Forest Conservation Program
	Qualiflor
	Smart Wood
	Woodmark

	Human resources
	Permanent staff
- 1 full-time
- 1 part-time
- 20 assessors on contracts

Chain-of-custody
- 1 qualified staff assessor
- 4 assessors on contract
	Program
- 4 permanent staff
Forest management
 - 6 permanent staff
- numerous consultants
Chain-of-custody
- numerous skilled assessors 
  used backed  by 6 specialists 
- 10 local specialists used
	Program
- 5 full-time staff
- 4 part-time staff
- 5 other regular contributors
Forest management
- 4 full-time
- 4 full-time in member org.
- 50 on contract
Chain-of-custody
- 5 full-tome
- 4 full-time in member org.
- 8 on contract
	Program
- 6 full-time staff
Forest management
- 3 in-house specialists
Chain-of-custody
- 2 in-house staff
- use of in-country expertise
   is program policy

	Teams; training
	Interdisciplinary 
(forester, ecologist, economist, sociologist). Team leader typically expatriate, others local
	Training: externally: 
ISO 9000 Lead Assessor
Course on Environmental Auditor Training
Internally: regular staff courses
Skill requirements clearly defined
	Interdisciplinary
(forester, ecologist, social scientist)
Local expertise 75/80% of total input
Own training program for assessors
	5-year professional experience required
In-house inspector training program

	Costing
	Commercial pricing
Special provisions for small landowners

	Professional daily fees
Umbrella scheme for small-scale owners
	Cost-based
Special provisions: small communities
	Fee structure under review, including application, annual licensing and licence extension fees.
Alternative pricing structure for group certification

	Problems and development needs
	Partnerships with local organiza​tions to carry out evaluations
	No price premium
Small certified volume in the market.
Lack of understanding about what is "certifiable".
Extensive amount of paperwork
	Administration of the program, staff development.
Moving to a proactive strategy.
In the tropical countries the gap between plans and field activities
	Targeting of international financial support for operations considering or seeking certification



Source:
Survey of certification bodies

(vi) All the schemes claim to offer special provisions for small-scale/community forest owners but the details are not known. The two NGOs schemes seek donor funding for this purpose in tropical countries.
(vii) Certification is a strictly defined activity which requires clear administrative procedures. Administrative routines are not easy to comply with, particularly if the number of certifications increases rapidly.

(viii) Certifiers have now reached an aggressive promotion phase of their schemes as commercial opportunities appear abundant.

(ix) Potential clients tend to lack a clear perception on what certification is and whether they are certifiable.

(x) The existing organisations have capacity limitations and new certifying bodies will be needed, probably with a national or regional focus.

6.2
Certified Forests and Forest Products
It is difficult to establish a detailed view of the current situation in terms of certified forests and forest products, in particular. Some forests have been certified twice and some certifiers do not appear to know the production volumes of all the certified enterprises. As for industry, the volumes are not easy to establish as the volumes may be double counted (primary and secondary processing) or the "certified volume" is only (unreported) part of the total volume.

(iv) 
(v) 
(vi) 
(vii) 
(viii) 
(ix) 
(x) 


6.2.1
Forests

It appears that about 25 "forests" had been certified by February 1996 (Table 6.2). Certification activity had been carried out in 13 countries and more than half of the certified forests are found in the western hemisphere.

Table 6.2
Certified Forests in the World (February 1996)
	
	Number of countries
	Number of forests
	Area
	Roundwood production

	
	
	
	1000 ha
	1000 m3

	North America
	1
	7
	617
	502

	Latin America
	5
	9
	673
	   101

	Africa
	1
	1
	   6
	...

	Europe
	2
	4
	917
	2 135

	Asia
	4
	4
	2 847
	739

	Total
	13
	25
	5 060
	3 478


Source:
Annex 6.1

The size of the certified forests varies from a few dozen hectares as high as 2.8 million hectares each. It goes without saying that the inspection intensity varies considerably with the size of the unit. Seven certified forests are projects backed by external (donor) financing and the external support has likely influenced certification decisions.

The total estimated volume of roundwood produced by the certified forests in 1995 was roughly estimated at about 3.5 mill. m3 which was 2-3 times higher than that in 1994 of 1.0 to 1.5 million m3. Based on the review of the individual certified forests (Annex 6.1), it is further estimated that about 900 000 m3 of certified wood (roundwood equivalent) may enter the international trade in the form of various products. This volume may, however, only partly be identified as certified in trade. Furthermore, many certifications are recent and therefore the above figures are more estimations of potential supply volume than actually traded volumes.

A questionnaire was sent to all the known organisations having certified forests and forest industries. In a few cases, the query was directed to buyers who had been supporting the certification process. Three replies were received from certified forests, one was constructed based on a detailed press article, and one reply came from a small certified forest industry enterprise. The results are summarized in Annex 6.2 and they have only limited value due to the low response rate. Nevertheless, a few tentative observations can be made:

(i) Certification decisions were made for a variety of reasons: company policy, market pressures and increased sales being the main ones but improved forest management was also cited. Another reason quoted was a desire to obtain an independent audit of operations.

(ii) Two companies obtained increased sales or prices (for finished products) while two did not. The most common benefits were reported to be access to new export markets and improved forest management and harvesting practices. Other quoted benefits were increased in value added and reinforced value of forests.

(iii) In one case certification led to increased forest management and harvesting costs and higher production costs. No one had obtained production cost savings through the certification process.

(iv) All respondents felt that certification was worthwhile and they intended to continue with it.

6.2.2
Certification of Origin of Wood

A total of 43 enterprises either in manufacturing or trading had been certified by February 1996. Most of them are small or medium-sized companies in the US. The largest companies mostly have had some experience in having  their forests certified. Many certified enterprises appear to be serving niche markets.

One large DIY chain (Home Depot) in the US is reported to have been certified which is an indicator that trade can be certified relatively easily if their internal monitoring and documentation systems are adequate. However, certification in this case does not mean that the enterprise is selling only certified products. It merely means that they are licenced to sell certified or labelled products as part of their activities.

7.
KEY issues

7.1
Credibility

The question of credibility has emerged several times earlier in the report mainly in view of transparency and stakeholder participation in the drafting of standards, and the design of implementation arrangements. There are two additional aspects which require careful consideration: (i) independence, and (ii) reliability of the assessment work.

7.1.1
Independence

According to the present certification arrangements (e.g. ISO 9000, FSC, etc.) it is certification bodies that issue the applicants with certificates or licences to use labels. This can represent a problem of conflicting interest when the certification body (particularly if it is a for-profit organization) has a valid reason to promote its own business. The situation is best summarized by using the words of a US business executive: "If we have to pay so much money for the certification operation, we do expect to receive the certificate as well". 

To address this potential conflict of interest, there are two provisions included in a typical certification process: (a) a preliminary evaluation (which in fact is a kind of pre-qualification), and (b) a peer review (see chapter 3.2).
Preliminary evaluation is based on the review of the available documents but there may be cases where it is desirable for the assessors to make a scoping visit to the field which entails perhaps no more than a few days of observation. The preliminary evaluation is useful as it provides an insight into the scale and complexity of the task, as well as the certifiability status of the applicant's operations.

The critical period lies in the implementation of the certification (assessment) process when the applicant has now become the certifier's client. Both parties are undergoing a difficult stage of relationship in which strict professionalism must prevail. There is no assurance that the client will qualify for certification at the end of the day, whereas the certifier must be paid for the tasks performed.

Initial findings will be submitted to the client for comments (see Figure 3.3). Fair intervention is expected of the client at this stage, but there is also a danger that the dominating influence of the client as the paymaster might adversely affect the accuracy of the report. This is where an independent assessment of the initial report, by way of the peer review, will help so that the credibility of the system may be preserved. It is expected that the peer review panel consists of a small group of specialists appointed by, or upon the recommendation of, the Governing Body (see Figure 3.6).

The client is well protected against inaccurate findings in two stages: one during the submission stage followed by the peer review, and the other, when the decision on certification is made. The client will have recourse to appeal to the Governing Body, should there be a legitimate case for certification.

In the absence of check and balance such as illustrated above, there would be a real danger that a credibility gap will develop. Recognizing the fact that there is no water-tight system that can eliminate problems of abuse and malpractices, the process of forest management certification illustrated in Figure 3.3 should be considered an appropriate pre-requisite for a sound certification system. Anything less will not give transparency to the process and can only contribute to a loss of credibility.
Another point is on the independence of the decision to certify. In the Consultants' opinion, independence can best be ensured by separating the functions of certification assessment and issuance of the certificate/label. This approach has been adopted e.g. in the scheme developed by LEI in Indonesia and in the proposed arrangements in the Netherlands and Germany for certification of the chain-of-custody of imported products
. The problem of independence is particularly sensitive in certification of the origin of wood products. The current approaches in combining the two functions (assessment and issuance of certificate) are risky and may jeopardize the overall credibility of forest management certification in the future.

7.1.2
Reliability

Recent developments suggest that certification activities will expand rapidly in response to what is perceived as an urgent need to meet unsatisfied demand for certified forest products, thus enabling the for-profit certification bodies to reap good harvest. But as in any other case, such a situation will attract a host of new comers within a short span of time. This may jeopardise the reliability of the whole system - whereas the institutional arrangements have already been put in place, an exhaustive field testing of standards have yet to complete. Further, there is too little experience in all the on-going certification processes to provide an answer to this problem..

As it is today, the human resource base is already becoming a major constraint but it as not been duly and systematically addressed. General assessor training is available in the context of ISO 9 000 and 14 000 schemes for example (mostly in industrialized and industrializing countries), but there is no arrangement for specific formal training of forest assessors. Nevertheless, all the existing internationally operating schemes are relying on an extensive use of contract assessors, many of whom are locally recruited and are assumed to be readily available (cf. chapter 6.1). But this may not necessarily be the case because an assessment of forest management sustainability is a complex task where in-depth knowledge on the local forest ecosystems and socio-economic conditions is needed. This appears to be generally recognized but only the Indonesian Eco-Labelling Institute (LEI) has attempted to deal with the issue in a proper way. It has been unfortunate that funding for LEI's human resource development has not been yet made available.

In the Consultant's opinion, the scarcity of qualified human resources for certification will pose serious problems and represent an important risk factor for the long-term reliability of certifications worldwide. The first debates on the quality of certification work have already surfaced (in the UK and in the Netherlands) and, if they proliferate, such criticisms could jeopardize the credibility of future certificates or labels of forest products. Certification should be promoted only upon having a reliable certification capacity so that all suppliers will have fair opportunities to give a valid response to market demand.

7.2
Markets and Trade Impacts

7.2.1
Demand and Price

ITTO has recently carried out a worldwide study on markets and market segments for certified timber and timber products (Wadsworth and Boateng 1996). Its main conclusions are summarized below with some additional remarks.

The actual demand for certified timber-based products is not known but will be greatly influenced by the available supply. The current demand is mainly in niche markets but, with larger supply volumes, the overall demand would be expanded.. However, even with an optimistic scenario, only 15% of traded wood products could be influenced by certification by year 1999.

With faster trade growth in secondary processed products compared to primary products, also domestic woodflows would need to be certified in exporting countries. Without national schemes, the system would be open to abuses which would almost certainly be counter productive to SFM.

Certification is unlikely to reverse the substitution trends by reconstituted wood-based panels (mostly MDF and OSB) and non-wood materials; on the contrary there is a risk for enhanced substitution by non-wood products induced by higher costs of certified wood products.

There is still no evidence of the existence of a green premium for certified products, except some niche markets (e.g. bespoke joinery, custom-made furniture, high-class boat fitting, musical instruments, modelling ornaments, etc.). If the supply of certified products expands occupying a significant market share, a discount on uncertified products, is likely to emerge following the polluter-pays principle. Several studies (Brockman et al. 1995, Varangis et al. 1995, Dubois et al. 1995) suggest that other benefits may be obtained through indirect cost savings. This view is not supported by available facts and the limited scope for savings in the marketing and distribution is emphasized by Wadsworth and Boateng (1996). A "green discount" due to cost savings in certified products is in any case unlikely. As a conclusion, the existence of a premium is likely to be limited to specialized end uses and market segments, with the possible exception of Germany. Even DIY retailers who have been strong advocates of certification have shown little or no willingness to pay a premium for certified timber etc. Were certification and labelling applied to non-wood substitutes applying an LCA approach, better demand prospects would exist for certified timber-based products.

The benefits of market access for tropical timber have been tentatively assessed by Varangis et al. (1995) who calculated the value of potentially lost markets in Europe and the US and compared it with the respective value of diverted exports to other markets, probably at reduced prices. They concluded that a net loss to producers could be significant but still small compared to the total value of exports (about 3%). A green premium of 10% would bring the total benefit to no more than 4% of the total value of exports. As it has been pointed out the costs of participating in a certification scheme are likely to be higher than the benefits to be obtained in the case of tropical timber (Wadsworth and Boateng 1996).
In tropical timber, certification could at best reopen some previous markets in local authority building among some retailers. The demand for certified timber appears strongest in the Netherlands and Germany and also exists in the UK and the US while there is virtually no demand in Japan and the Republic of Korea. Demand is mainly for tropical timber in the DIY retail sector but also in industrial joinery (Germany, the Netherlands). Certified products would require extensive promotion in the market place to create consumer awareness and educate the distribution chain as there appears to be little real demand except traders and end-users who wish to avoid the glare of publicity from anti-rainforests or anti-timber campaigns.

One of the European markets whose tropical timber trade is most affected by environmental campaigns is Germany. Some 80% of all German imports of tropical wood products consists of windows, panels, interior and exterior doors, furniture and staircases, as well as mouldings sold at DIY stores. There has been a considerable decline in the use of tropical wood for these products over the recent years, partly due to the trend to go back to the light-coloured wood in the home and office furniture, and partly due to the anti-tropical timber campaigns. A recent study carried out by ZEW (Brockmann et al. 1995) indicates that the costs related to certification are a minor item compared to the current prices of tropical timber (equivalent to 4%) and would be of considerably less impact on the market than for example, the fluctuations of the exchange rate of the US Dollar. Further, the market position of certified timber will neither improve nor deteriorate by the inclusion of certified non-tropical timber, or an energy tax on non-wood substitutes (e.g. plastics and aluminium). This is because the costs of these materials, which are mainly used for buildings constitute a small portion of the total cost of a construction project.

As a conclusion, the fact remains that there is no convincing evidence of the general acceptance of a price premium for certified timber. The current potential supply of certified timber of 3.5 million m3/year roundwood equivalent" (cf. chapter 6.2) is considered infinitesimal when the annual world output of roundwood equivalent of industrial wood is around 1.7 billion m3. There may be pent-up demand for certified timber but there is little to indicate that the market is fully ready to support it today.

7.2.2
Impacts on Trade Flows

The improvement of market access for forest products is strongly linked to the issue of the environment.

Timber certification is now recognized as a marketing strategy in its role to promote sustainable management. But its impact on trade flows is still negligible. In developing countries only a small share of the roundwood produced goes into international trade as mentioned in chapter 2. The effectiveness of consumer-driven certification, as a trade measure to promote SFM remains limited, mostly restricted to those countries that are major exporters in the international trade and the few markets where the call for SFM is strongest such as Western Europe and North America.

Certification may, unless carefully developed and introduced, also bring about have negative impacts. There are legitimate concerns by producer countries that certification will (intentionally or unintentionally) act as a barrier to trade by discriminating against those unable or unwilling to achieve the required forest management standards. Trade distortion effects are therefore likely
. Even though most schemes are declared voluntary, they may in reality be a compulsory trade requirement in many markets. If imports are restricted to only those that come from sources which have been certified as "sustainably managed", even producers able to meet forest management requirements could face the problems of adapting to differing requirements of different markets. Certification may also favour industrialized countries where, at least at present, forest management practices tend to be closer to sustainability goals (Bourke 1996).

It will take some time before the impact of certification on trade flows is likely to be visible beyond the developed countries where most trade in forest products is taking place and where the conservation awareness is most prevalent. But as 85% of the world's roundwood production is used domestically,timber certification in the international trade will have only limited influence in promoting SFM on a global scale (IPF 1996). It is expected that much larger volumes of temperate and boreal timber-based products will be influenced by certification than in the case of tropical timber.

7.2.3
Targeted Market Shares and WTO Compatibility

There are a number of comprehensive studies underway to establish the extent of green demand in forest products but their results are not yet available. The ECE Team of Specialists on Certification of Forest Products (1995) proposed two tentative scenarios for the market shares of certified forest products:

	Year
	High
	Low

	
	
	

	2000
	40 - 50%
	10 - 20%

	2010
	60 - 80%
	10 - 20%


These two scenarios imply, not only a different level of demand, but also different objectives and implementation strategies for certification-cum-labelling. The high scenario assumes that certification target is high and labelling becomes a basic requirement of market access. If certification is implemented just by the relatively small number of large forest industry corporations in the Nordic countries supplying the European markets, certification-cum-labelling could become de facto requirement for all trade in forest products in the continent. 
The six largest Nordic forest industry corporations combined occupy more than half of the regional supply in Europe in many forest products.


In spite of its being a voluntary activity and thereby possibly one of the least restrictive trade measures, the parties who see the instrument weakening their market position could raise the issue of WTO compatibility when significant market shares are captured by labelled products, or if certification becomes a basic requirement in some market segments. This could happen with those external suppliers who are not ready to get their operations certified (e.g. because certification is not required in the domestic market). Due to its voluntary nature, certification appears, however, to meet the requirements of the international trade rules. 

7.3
Production Impacts

7.3.1
Tropical Forest Management

The ITTO Secretariat (1995) has made a tentative calculation on the potential impact of certification on SFM based on two assumptions on market penetration, and taking that certified products would come entirely from natural forests. The result is reported in Table 7.1 where, as an option, it has also been assumed that no more than 60% of the total production would be of exportable grades.

Table 7.1
Certification Impact on Tropical Natural Forest Management

	Market penetration of certified timber
	Area brought under sustainable management

million hectare

	
	Exportable share

	
	100%
	60%

	A.
Europe 20% and


USA    10%
	2.8
	4.7

	B.
Europe and USA


100%
	13.2
	22.0


Assumption:
1993 trade volumes, sustainable annual growth 1 m3/ha

Source:
ITTO (1995) and Consultant estimates.

As ITTO points out, the above areas are still relatively small compared to the estimated total area of tropical forest (1.4 bill. ha) and that of productive tropical forest (350 mill. ha). A similar calculation on temperate and boreal forests would not be directly relevant as the domestic markets should be considered as well.

7.3.2
Small-scale Forest Owners

Government-owned and large private forests are likely to benefit from certification, but at the expense of small-scale forests owners and community-owned forests as the latter will face the disadvantages of: (i) higher unit cost impacts due to economies of scale both in forest management and certification itself (cf. chapter 7.4), and (ii) less possibilities of benefiting from certification since in many cases, their link with the market is weak. To eliminate such disadvantages, the unit of certification should be selected in an appropriate way (Brunette et al. 1996). The issue of timber certification impact on small-scale forestry will gain worldwide attention as it is relevant in most European countries, North America, Japan and many developing countries. 

When the properties are small (or if they are large but fragmented), the following factors make it difficult or even impossible to apply FMU as the assessment unit of forest management sustainability:

(a)
Sustainability of forest management can only be reviewed over a long period of time (rotation); a time slice tends to provide a distorted view of the status of the current management due to uneven age structure of stands in general, and the time lag between management intervention and the respective impact on the forest condition or environment.
(b)
There is a change of ownership in private forests every 20 to 30 years and the management objectives may be set accordingly (more or less explicitly); however, the society may view the resource to maximize socio-economic benefits in the long run within the environmental constraints.

(c)
Local site conditions play an important role in making forestry decisions and this will require a great deal of flexibility in applying the set standards.
(d)
As, by definition, certification assessment has to focus on stand/compartment-level characteristics, there will be an inadequate link with overall sustainability objectives, especially in the area of key biodiversity indicators; therefore several important indicators need to be excluded from the assessment.
(e)
Many FMUs may be irregular in shape or form narrow strips of land; isolated improved management efforts on them tend to have limited or no environmental impact (biodiversity, soil, water, etc.) if similar action is not taken in key by neighbouring FMUs.
(f)
Certification costs (direct and indirect) of small FMUs can easily become high.
(g)
Certification could become an obstacle to market access for many smaller FMUs which may be excluded in practice from commercial wood production due to increased bureaucracy without any particular environmental benefit being obtained from such an economic sacrifice.

Due to limitations related to sustainability assessment in small FMUs at a given point of time, other options should be made available based on sampling, grouping or their combination, in areas dominated by small-scale private forest owners. If the purpose is to verify the acceptability of harvesting and silvicultural methods, assessment should focus on stands with recent interventions. In addition, a broader regional-level assessment of sustainability would be useful to establish what is the overall status of forest resources in terms of various environmental and socio-economic criteria.

In the design of appropriate group or region-based approach for smallholder forestry, the following issues should be considered:

(a) There may be limited possibilities of using price premium as an incentive.

(b) Problem of free riders is an important issue to some NGOs; free riders are those forest owners who do not implement improved management in their forests, but who may share the possible benefit of the region's access to the timber market, if certification is already recognized in the timber price (e.g. reduced price uncertified timber).

(c) The link between forest management decisions at FMU level and the certification result is indirect.

7.3.3
Small-scale Forest Industry

Possible impacts on the industrial production structure of certification still remain to be duly addressed. However, it is apparent that small and medium-sized enterprises (SME) are poorly equipped to meet the requirements of this new instrument. 
Some of the reasons are (cf. UNCTAD 1995):

(a)
SMEs may lack access to information, technologies and capital.

(b)
Economies of scale factors may render investments unprofitable for SMEs.

(c)
Small industrial sites may lack space for certain facilities, e.g. separate storage space for uncertified and certified raw material.

(d)
SMEs may be unable to ensure that raw material is truly coming from certified forests if lacking their own wood procurement organization.

(e)
SMEs lack the economic power to transfer higher wood costs of certified raw material and (part of) the other adjustment cost arising from the need to comply with criteria to their customers and suppliers.

(f)
The relative costs of verification, including plant inspection, may be higher for SMEs than large enterprises.

(g)
SMEs are less equipped to meet with the more stringent management requirements as their managerial capacity may already to be fully utilized in carrying out their present day-to-day operations.

On the other hand, those SMEs who have developed management systems and have a strategy to serve the environmentally sensitive niche markets could benefit from certification. Enterprises operating in secondary processing and serving consumer niche markets would be the most likely beneficiaries.

However, by and large the impacts of certification on the SME sector are likely to be negative if special measures are not taken to eliminate these possible adverse effects. This is important in countries where there is a clear policy on SME development.

Certification is likely to contribute to further concentration of forest industry through horizontal and vertical integration. This could lead to increased processing efficiency and improved competitiveness. On the other hand, concentration of industry will favour large-scale operators, thereby reducing the competitiveness of SMEs.

The assessment of certification's impact on production is still speculative as information is scanty. Possible adverse effects on small-scale forest owners and industry enterprises should be duly examined in the light of above implications, for the benefit of designing future schemes.

7.3.4
Competitiveness of Different Types of Timber

In the 1994 study it was argued that plantation-based timber products (at least in the tropics) could improve their competitiveness through certification due to the lower direct and indirect costs, the latter mainly referring to incremental forest management costs. Based on the same argument, it has also been assumed that temperate and boreal timbers could benefit from certification compared to tropical timber (ITTO 1995). These hypotheses appear plausible but more research would be needed on substitutability and competitiveness of different types of timbers before their implications to trade can be determined.

7.4
Costs and Benefits

As an economic incentive, certification should provide net benefits at the level of a forest management unit. To make the process work in practice all the various phases of the production and distribution chain should obtain net benefits. Impacts may, however, also be neutral or negative. In the latter case, the issue of compensation arises.

Experience on certification of forest products is still limited and the procedures are being evolved. The situation does not yet lend itself to a rigorous economic analysis. This chapter is therefore exploratory by nature, focusing on the identification of relevant issues and reporting on available information on possible benefits and costs involved.

7.4.1
Economic Issues Related to Performance Standards of Forest Management

The criteria and indicators used in the assessment of forest management may be expressed in terms of performance standards. They largely determine the cost implications of certification. From the economic point of view, it is important that the standards are goal-oriented and lead to efficiency in implementation.

The incremental costs of “sustainable” (or “acceptable”) forest management depend on the difference between: (i) the standards applied in assessment, and (ii) the current status of forest management. In assessing cost impacts, it is important to distinguish between the certification standards, and those defined in the legislation, rules and regulations of the country. Incremental costs can be considered due to the difference between the two as the government standards should be met in any case by forest managers.

Certification is a voluntary activity and therefore it can be taken that the standards of assessment are set above those defined by the government. However, sustainability in the broad sense of economic and social benefits and maintenance of ecological functions has already been given political recognition by many governments (cf. chapter 4). It is, therefore, foreseen that in the long run the government rules and certification standards are likely to converge and the issue of incremental costs due to certification may gradually lose in importance. Nevertheless, in the short and medium term, the question of incremental costs is still very much alive.

It can be assumed that the marginal benefits (in terms of most sustainability indicators) decline exponentially after a minimum limit of an environmental or social standard (threshold value) has been met (Smin in Figure 7.1). This means that raising the level of standard (to S1) results in relative terms in a minor improvement in the indicator describing the standard and perceived as a benefit.

Let us take an example in biodiversity conservation. From the economic point of view, the implications of ensuring the continuous existence of a particular species are quite different from achieving a certain abundance of the same species. In a simplistic example, if a key habitat is needed to protect a threatened species, we have to ask when management decisions are made, whether all of these habitats should be set aside, or whether only a sufficient amount of them should be protected to ensure sustainable population levels.

Figure 7.1
Marginal Benefits of Forest Management Performance Standard




In the same way that sustained yield timber management is not a practical concept in smaller management units at a given point of time, it may not be feasible to set some biodiversity conservation objectives for such units. If the vegetation mosaic shifts continuously over time (typical in many large ecosystems), biodiversity planning and monitoring can only be applied over large enough units to make it meaningful.

If certification assessment criteria and indicators are set at the level of bio-geographic zones or other relevant regional units (within a country), they are likely to be economically more efficient than national-level or broader international standards. This is due to the fact that such indicators can be based on specific local conditions and they can be related to specific objectives in biodiversity conservation or social development. However, any location-specific criteria have to be compatible with the general set of forest management standards which provide a basis for international harmonization. In practice, a balance has to be found between the following requirements of the assessment criteria and indicators: (i) international compatibility, (ii) effectiveness and efficiency in local (national) conditions, and (iii) applicability at the different levels of forest management/certification unit.

Another issue related to criteria is whether they should be prescriptive or not. In a flexible non-prescriptive approach, continuous improvement of forest management operations is promoted without specifying a constant target level of achievement. This characteristic is also typical in the existing eco-labelling schemes and it is fundamental in ISO 14 001 standard. From the economic point of view, non-prescriptive approach based on commitment to continuous improvement could result in better cost-efficiency. In a prescriptive approach, the incremental costs will have to change over time depending on the cost implications of changes in assessment criteria.

7.4.2
Costs Related to Certification of Forest Products
Both indirect and direct costs are involved in certification of forest products (Table 7.2). Indirect costs refer to activities which are necessary to achieve the performance targets of forest management, and to establish adequate management and information systems so that a reliable verification can be carried out at reasonable costs. Certification of origin would incur indirect costs when establishing a certifiable chain-of-custody. Direct costs are needed to cover the actual certification operation and they are paid to the certification body.
Setting up of certification schemes generally requires significant investments in the establishment of the institutional framework (accreditation and certification), definition of criteria and indicators, human resource development, development of administrative procedures, etc. These costs can vary extensively depending on local conditions. The certification bodies should be self-financing (and profit-seeking in case of commercial certifiers), and therefore their investment and running costs are expected to be covered through the fees levied on the services. The investment costs of setting up certification schemes are not discussed here due to a lack of relevant information.

Incremental Costs of Forest Management

The incremental costs (including foregone benefits) of forest management may derive from five different sources: (i) setting aside of areas, (ii) lower yield per areal unit in harvesting areas, (iii) additional silviculture and harvesting costs, (iv) additional costs of planning and monitoring, and (v) different distribution of costs and benefits over time. An accurate assessment of the above costs would require site-specific analyses in relation to the current government regulations and the certification criteria to be applied in those conditions. The difference between the two could then be attributed to the incremental costs of forest management due to certification.

There is an extensive literature available on incremental costs of forest management in different types of forests, mostly through site-specific case studies. Their review is beyond the scope of this study and therefore only some general comments are made. 

The needs for setting aside of areas for key biotopes or landscape depends mostly on the local conditions. General rules for the extent of areas to be allocated for non-productive uses at the FMU level tend to be subject to debate and the range appears to vary from 5% up to 50% depending on local conditions. Such a percentage may be defined at FMU level in the forest legislation (e.g. in Brazil)

Table 7.2
Certification Costs

	A.
	Indirect costs
	1.
	Incremental costs of forest management to meet certification criteria

	
	
	
	(i)
Investment costs

(ii)
Silviculture

(iii)
Harvesting 

(iv)
Other management costs


- conservation areas

	
	
	
	(v)
Information costs

	
	
	
	
- resource inventories  and surveys (timber,


  biodiversity, soil, waste, etc.)


- socio-economic surveys


- forest management planning


- recording and reporting on activities carried


  out, production volumes, etc. 


- internal inspection and other management 


  costs

	
	
	2.
	Chain-of-Custody

	
	
	
	
- marking of logs and products


- recording and reporting


- additional costs of transportation, storing,


   processing and distribution


- internal inspection and other management 


  costs

	B.
	Direct costs
	
	.

	
	
	1.

2.
	Application, scoping visits, etc.

Evaluation (initial)

	
	
	3.
	Annual auditing/monitoring

	
	
	4.
	Fixed fees (royalties and other)


Lower harvesting yield per unit area in natural tropical forests may be due to "low impact logging" (coupled with harvesting of fewer trees) to reduce damage on the remaining vegetation. In temperate and boreal forests lower yield may be due to leaving more trees behind in regeneration cutting areas for the reasons of biodiversity conservation. The short-term economic sacrifice could be somewhat compensated in the tropical forests by higher overall yield of timber in the long run and reduced damage on non-timber values (Bach & Gram 1993). These arguments can also be considered relevant in temperate and boreal forests in many conditions.

Silviculture and harvesting costs often appear to increase when non-timber values are considered in forest management, but there are also savings which can be achieved. Leslie (as cited by Bach-Gram 1993), has pointed out that sustainable management should require very low impact harvesting if industrial timber is produced in natural tropical forest. The existing market and commercial conditions do not provide short-term incentives for forest managers who should be able to compensate high initial investment and a substantial reduction in the yield. Such investments would also be required in temperate and boreal forests when degenerated areas are brought under sustainable management.

The additional costs of planning and monitoring can be significant, particularly at the initial stage. The necessary activities typically include mapping, inventory, manage​ment planning, road planning, pre-harvest enumeration, logging planning preparation, skid trail planning, sample plots establishment, post-harvest inventory, environmental impact studies, etc. In plantation forests the costs are substantially lower. On the other hand, it is obvious that improved planning will reduce operational costs.

In their assessment on incremental forest management costs, Bach and Gram (1993) conclude that the different distribution of costs and revenues in sustainable manage​ment can be an economic constraint. The question of lower yield discussed above is partly a distribution issue. The problem is aggravated by the fact that part of the additional costs are often made during the initial period of improved management when the foregone benefits would also occur. Long time horizons are needed in the economic assessment of FMUs which makes evaluation of risks difficult.

It is concluded that incremental costs would be unavoidable in most situations when forest management is improved. The main reason is likely to be foregone benefits. The prevailing levels of forest management, infrastructure, human resources and information systems vary extensively by countries and therefore, the incremental costs also vary. It is not possible to make estimates on the amount of incremental costs caused by certification based on the available information as the existing studies are not related to the achievement of specific comparable standards.

Costs Involved in the Certification of Chain-of-Custody

Several solutions exist for tracking logs from the forest to the mill yard of the processing plant or the port. Marking and recording of individual saw and veneer logs is a common practice in many countries. The chain-of-custody is effectively controlled in cases where the industry procures its raw material from its own forests or concession areas and processes the whole wood output itself. However, the control of the chain-of-custody of forest products is in reality a highly complex issue. Many countries have diversified roundwood markets and cost implications can be substantial. 

With certain adjustments in their recording and data bases, it would be possible for many roundwood buyers, particularly in industrial countries, to produce information on two types of wood flow up to the mill yard. The information already exists but it is not recorded and produced for this kind of purposes. Introducing a new recording code (certified/uncertified) would require a certain initial investment (system design, programming, etc.) but on a continuous basis the operation will not result in any significant additional operational costs. It is pointed out, however, that the roundwood markets exist at different levels due to inter-company trading of undesirable species or timber assortments. There would be therefore a need for a broad-based action in the industry to produce adequate data on the input and output flows of certified wood.

If the tracking needs are extended up to the finished products, it would often require excessive investment costs to separate wood in storage of raw material and intermediate products and by-products such as chips and sawdust, as well as the attendant handling operations and administration. The number of wood assortments would be doubled. Particularly, in pulp industry, this could entail very high costs.

Furthermore, the mills have not been designed for such arrangements. Several mill sites may not be able to physically accommodate the double handling of wood assortments. In pulp mills it is mainly a question of storage space but in sawmills there will be the extra job of sorting logs and sawnwood in many cases.

In the present situation it is not only the additional extensive investment and incremental energy costs that would have to be borne by the enterprise but also the increased burden of environmental safeguard costs of the industrial and transport operations that is likely to arise. The situation could be different if the arrangements could be designed into the system when entirely new greenfield mills were established. The only option for many individual mills would be to switch entirely to using certified wood if it can be made available. Even in such a case, tracing of a specific source (stand) of raw material up to the sales delivery point of product may prove to be difficult not to mention the problem of long-term assurance of supply.

The incremental costs of chain-of-custody certification for tropical logs depend on the adequacy of the existing practices in marking and recording. In simple operations minor modifications would be needed to the current practices. Rather expensive complex systems are being promoted requiring on-line access and a computerized system of tracing. The justification of such investment may be found through other benefits than purely certification (e.g. better control against pilferation, tax evasion, better inventory management, and reduced costs of operational monitoring and control) but, in general, lower-cost solutions need to be developed.

7.4.3
Direct Costs of Certification

Reliable data on the direct costs of certification are limited as only some certifiers were willing to release such information which understandably, in the case of private companies is considered commercial and confidential. The current rates may not be representative of the future if certification becomes a major business activity stimulating competition among certifiers. Their pricing policies may also be influenced by long-term considerations, particularly if the same company is providing both certification and consulting services to assist clients in implementing the recommendations of the assessment exercises.

Forest Management

A major factor having influence on the unit costs of assessment is the size of holding. This can be a major obstacle if holdings are small. The theoretical unit cost functions are depicted in Figure 7.2. Heaton (1994) confirms the form of the assumed cost function in her areal estimates: 

	FMU size
	Unit cost USD/ha

	- 5 000 ha
	1.30

	- 100 000 ha
	0.24

	- 600 000 ha
	0.08

	- several millions of ha
	0.01


The costs of the initial inspection depend on the information available and what kind of team (number of persons, expatriate or local) is involved. The existing certification bodies operating internationallyare located in the US and the UK, and therefore the fielding of assessment teams outside these countries represents a major additional cost element. To eliminate this disadvantage, local specialists should be used as much as possible.

Figure 7.2
Unit Costs of Certification of Smallholdings




It has been estimated that large-scale forest producers in tropical forests, with annual coupes of 1000 ha or larger might face increased costs of 1-2% over net harvesting costs due to certification, if the standards meet FSC requirements (Palmer 1995). This may correspond to USD 0.40 to 0.80 per m3, or USD 0.24 to 0.48 per ha, assuming a minimum area of 25 000 ha.

According to a commercial certification body, preliminary evaluation typically costs from USD 700 to 4 500 (excl. expenses) and full forest management assessment from USD 2 250 to 18 000 (excl. expenses).

A cantonal case study in Switzerland, found that the cost of forest management certification would be USD 0.56/m4 over a validity period of five years with an annual roundwood production of 7 400 m3 (Büchel-Hauselmann, 1995).

Chain-of-Custody

There appears to be even less definition on the costs of chain-of-custody certification than in the case of assessment of forest management. In sample audits the costs may be low. According to Heaton (1994), they vary from USD 100 to 2 000 (average USD 500) per annual audit and company audit. Somewhat higher costs are also charged, e.g. from USD 700 to 4 500 in European conditions by commercial certifiers.

In the ITW certification system of imported timber a ceiling of USD 1/m3 has been targeted in German conditions.

If the recording and reporting requirements are integrated in the information systems of the companies, the chain-of-custody audits may not prove to be costly activities. The costs may be comparable to standard auditing costs.

Conclusion

It appears that the typical direct certification costs of forest management are likely to be in the range of USD 0.10 to 1.50/m3 depending on the size of certification unit, the country and its local conditions, as well as the certification body. The direct costs of certification of the origin of wood products may be in the range of USD 0.10 to 1.20/m3 of finished product depending on the length and complexity of the chain-of-custody, the enterprise and its information system, local conditions and on how certification is organized.

The current information on certification costs may not be representative of the future if certification grows into a major activity. This is due to several factors: (i) There are very few experienced certifiers in the world and the areas and volumes have been more experimental than routine operations, with few exceptions. (ii) Many issues are lacking definition as many schemes are still in the planning or initial implementation phase. (iii) Competition between certifiers has not been a major factor influencing costs.

It is possible that future participation in certification schemes may be priced in the same way as the existing eco-labelling programmes which typically have application and annual fees, supplemented by a royalty on the value of sales (with a possible ceiling). In addition to these, the direct inspection and auditing costs have to be paid separately to the certifier. For instance, Soil Association´s annual licensing fee is 1% of the added value or labelled sales in the larger operations.

7.4.4
Economic Benefits

In addition to possible price premium (cf. chapter 7.2), other economic benefits may be obtained through certification. Improved management can, in the long run, be expected to result in a higher yield. In the cost-benefit assessment the choice of the discount rate will, in general, have a decisive impact on the result. The marginal impact of certification on the yield will also depend on how far the national standards and the certification criteria have been set from each other. Due to a lack of definition of general standards, it is not possible to assess the magnitude of these benefits. Another aspect is to what extent certification will push forward good forest management which may not happen otherwise in the field. This impact can only be assessed based on observation over time.

Improved cost-efficiency may result from the environmental management systems which will be established by forest managers, industry and trade to qualify for certification, even though evidence is lacking. The contribution of certification will only be apparent whent it is clear that certification management enhances improvements in forest management system.

A potentially more important source of economic benefits is the possible elimination of trade intermediaries between producers and final consumers of forest products. There are a few reported cases of such examples but as pointed out in chapter 7.2 the scope of gain is likely to be limited in any large-scale operations. In countries where illegal practices are common, the efficiency gains can, however, be expected from better control of wood flows through certification.

For forest industry enterprises operating with good management practices, the improved corporate image could offer a significant benefit which can be capitalized in marketing. Certification could be an appropriate instrument to communicate on management systems and environmental performance to buyers and consumers.

It is concluded that certification is a major economic issue to the forestry sector but it is still too early to assess the effectiveness of this policy instrument in achieving its two main goals, i.e. improved forest management and market access. Certification will undoubtedly increase costs but in many cases the true incremental costs may remain limited. The available information does not enable a reliable cost impact assessment to be made due a to lack of definition on many parameters, since certification of forest products is still in its nascent state. However, the cost implications will vary by countries and local conditions. There is a risk that the main benefits will be found mainly in the market access and only to a limited extent generated in forest management. This point should be considered carefully in the design of future certification schemes.

7.5
International Harmonization and Mutual Recognition of Certification Schemes

There is a general consensus that an adequate international framework would be desirable to enable harmonization and mutual recognition of certification systems. Such an arrangement should (i) be comprehensive covering all types of forests, (ii) be based on objective and measurable criteria, (iii) produce reliable assessment results and therefore be fully independent from any vested interests, (iv) be transparent and involve a balanced participation of the interested parties and stakeholders thereby ensuring their commitment, (v) represent all the involved parties, (vi) be institutionally adapted to local conditions, and finally (vii) be goal oriented and cost-effective.

Three options have been identified for the harmonization and mutual recognition arrangements:

(1) FSC, through the provision of global P&C and centralized accreditation; however, decisions are participated by the same certification bodies (certifiers) which carry out the assessments.

(2) ISO, through the provision of a generic EMS Standard to be implemented by national standards bodies within CASCO rules. The ISO 14 000 framework does not, however, contain performance criteria, and a guide for a consistent interpreta​tion of the standard in forest management would be desirable (Annex 7.1).

(3) Intergovernmental agreement on global forest management standards and certification procedures. There is a lot of ground to cover yet before such an agreement is expected to be reached.

These options will be now analyzed in terms of the general requirements listed above, however without considering their political feasibility (Table 7.3). It would be possible to combine elements of the above three options which could be the next step in future analysis. The assessment of the intergovernmental agreement option is somewhat theoretical as at present its parameters are not defined to the same extent as in the case of FSC or ISO.

The main strength in the case of FSC lies in what is claimed to be its centralized approach which is perceived to result in credibility. A number risk factors should, however, be eliminated to ensure a minimum of implementation problems. The other key concerns have been the decision-making rules (75% of voting power in the environmental and social chamber and 25% in the economic interests chamber of the General Assembly) which were established on purpose to avoid the dominance of trade and industry in the organization. The third current concern is related to representation of economic interests in the current membership structure (Annex 7.2). Solving these issues would lead to a broader acceptability of FSC among the forest industry and forest owners who are the essential stakeholders. Experience on other eco-labelling schemes has shown that their success depends on the support from industry and trade. To create structural changes within the current FSC rules may prove to be difficult and the likely possibility is that the NGOs will apply pressure on the industry and not to implement internal structural changes.

The main problems of the "ISO approach" are (i) a lack of sector-specific arrangements for EMS implementation in forest management, especially smallholder forestry, (ii) a lack of performance standards and chain-of-custody provisions. Furthermore, the participation of NGOs in ISO's forest management work has not been forthcoming as it has been perceived as directly competing with FSC. ISO has other tools than its 14000-series to deal with sectoral standards and various options are under review by the International Study Group for Sustainable Forty Management. Non-ISO performance standards can be adopted as well (e.g. those of FSC if mutually agreed). ISO has realized the problem of communication and NGO participation which apparently could be solved through additional arrangements but the perception of competition between ISO and FSC should not be overplayed. After all, the standards of the two bodies, are complementary, not contradictory. A combination of the two could also be workable.

A specific intergovernmental agreement on forest management certification would require a slow process taking several years of consultation to take shape. If the current state of urgency in some markets and major exporting countries prevails, this option may not be feasible. Another issue is whether it is politically feasible to deal with a voluntary, private sector-implemented instrument through an international political process. On the other hand, an inter-governmental process could be designed in such a way that the outcome would be able to meet the requirements of all the interest groups. This could be ascertained quickly enough using the existing principles and criteria developed at regional and national levels as a reference even through they are not aimed at certification.

In conclusion, the consultants reiterate the need to seek ways and means of increasing the convergence of the parallel efforts and initiatives towards an international harmonization and mutual recognition related to certification. It is apparent that imposing of a single solution for diverse forestry situations and markets could become an obstacle for the development of certification. Producers should have the option to chooose systems that are best suited for their respective forest management improvement work, and traders, how best promote sustainably produced forest proeducts. Certification and labelling have an important role to play but they are only one instrument among several others that can be used to advance SFM.

Table 7.3
Comparison of International Harmonization Options of Certification Schemes

	
	FSC
	ISO 14 000
	Intergovernmental agreement

	Coverage
	All types of forests
	All sectors
	All types of forests.

	Objectives and measurable criteria
	Generic performance benchmarks provided.
National FSC standards being developed in some countries. Site-specific implementation of standards required.
	Performance commit​ment required but the minimum requirement not sufficient for certification. National, enterprise or site-specific standards to be defined.
	Regional and national-level criteria and indicators mostly descriptive, further definitions required at FMU level to make themapplicable for certifica​tion.

	Procedural standards (management system)
	Requirements for mana​gement plan, monitoring assessment and informa​tion system.
	Management commitment required and EMS processes specified; auditing, performance evaluation labelling under preparation.
	Management require​ments and tools not, or only partly, covered at present in criteria and indicators (management planning, monitoring, information).

	Reliability and independence
	Management system of certification body needs to comply with ISO/ CASCO guide.
Risk of interest conflicts to influence assessments and organisations' decision-making.
	CASCO guides on accreditation and certification bodies.
Separation of certification and issuance of certificates/labels to be required.
	CASCO guides could be drawn on.


Separation of certification and issuance of certificates/labels to be required.

	Transparency and participation
	Rules on the provision of public information clearly established to ensure availability of non-confidential information.

Unbalanced decision-making between environ​mental/social and economic interests (75/25).
	Transparency at interna​tional level has been subject to criticism and requires better communi​cation.
NGO participation primarily organized at national level, criticism on limited possibilities to participate at international level as professional contribution is assumed.
	Intergovernmental processes have been open allowing participation at all levels, NGOs have been selective in their participation of inter-governmental processes.

	Representativeness
	Some industry and private forest owner parties feel they have not been adequately consult​ed. Refusals to participate due to decision-making rules.
	NGOs feel they are not adequately represented in ISO's work which in the past has focused on technical matters rather than policy-related issues.
	Direct NGO representa​tion through government delegations or as observers.
Adequate lobbying possi​bilities usually required. Equal participation of interest groups to be arranged.




Table 7.3
Comparison of International Harmonization Options of Certification Schemes (cont'd)

	
	FSC
	ISO 14 000
	Intergovernmental agreement

	Institutional adaptation to local conditions

	Centralized decision making on accreditation, FSC rules and guides for national implementation.
	National standards associations as focal bodies and several national organisations in implementation.
	Implementation through national organisations.

	Goal-orientation and cost effectiveness
	Goal achievement through externally defined standards, centralized accreditation and promotion of FSC 
Complicated decision-making likely to reduce efficiency in solving key issues. Costs and effi​ciency are concerns.
	Goal achievement through internal standards and commitment, decentralized accreditation within CASCO rules.
Decentralized decision making likely to be efficient and allows flexibility.
	Goal achievement through common, locally adapted criteria, decentralized implementation and promotion. 
Decentralized nationally adapted decision-making.


8.
Options for further work

Timber certification is in transition, gradually moving from conceptual development to large scale commercial implementation. However, as this report has showed, there are still many aspects of key issues which need to be addressed before certification can become an effective tool in promoting sustainable forest management and gain markets for products originating from sustainably managed forests.

8.1
Policy Dialogue and Development of Certification Schemes
Further policy dialogue at international and national levels, supported by necessary background studies, is needed to clarify the following key issues:

(a)
How to agree on international-level sustainability criteria and indicators for certification of forest management.

(b)
How to agree on international arrangements for mutual recognition of certificates and harmonization of certification systems which all the key parties (consumers, forest owners and managers, industry, governments and non-governmental organizations) can support.

(c)
How to apply certification in diverse national situations for effective promotion of SFM in a cost-efficient and credible way within a common framework, also drawing on possible regional cooperation.

(d)
How to implement certification and labelling of forest products in international trade so that it does not become a non-tariff barrier and remains a trade incentive; a particular reference to tropical timber is made here as special provisions will be needed to ensure that certification will eliminate the overcome bans and boycotts prevailing in some consuming countries.

(e)
How to overcome  possible disadvantages that certification might bring upon the small-scale forest owners, community forests and SMEs as well as producers in developing countries in general.

(f)
What kind of role certification can play in developing comprehensive policy packages targeted at SFM as this role can only be complementary to other instruments which are dealing with underlying causes of forest degradation and deforestation.

(g)
How to further develop accreditation and certification procedures which are free from conflicts of interest and which can ensure credibility of certification schemes.
8.2
Capacity Building
The current extremely narrow human resource base and the small number of existing operational certification bodies is not only a bottleneck but also a potential risk factor for the expansion of credible timber certification worldwide. The following action areas have been identified to address this issue:

(a)
Development of independent and reliable certification schemes and bodies, designed for specific local conditions to ensure cost-efficient implementation.

(b)
Design and implementation of further training programmes at both national and international levels to improve the quantity and quality of specialized human resources, with particular attention to assessors of forest management.

(c)
Improvement of information systems at national, subnational and FMU levels to facilitate certification of forest management.

8.3
Market  Transparency and Promotion
Notwithstanding the apparent supply shortage of certified timber and timber products in some markets, there is no certainty that there will be a proportional increase in demand following an improved supply of certified timber, nor a complete turnaround to favour the products, e.g. tropical timber, which users and consumers had shunned for environmental reasons. In the case of tropical timber the adverse publicity had stigmatized the product to an extent that it will be unlikely that its certification will help it to assume full recovery in the affected market place, especially where substitutes and competing products have already gained ground. Therefore, the following areas of action have been identified:

(a)
In-depth market research will be required to identify the extent and characteristics of the demand for certified products and their prices and price structures. This information will be necessary to adjust supply to demand and to assist in marketing planning and promotion.

(b)
Market promotion of certified products both in the domestic and export markets through publicity campaigns and trade promotion measures to improve consumer awareness on forest management so that willingness to pay a premium can be put into practice in markets and market segments where such benefits can be captured. In promotional activities, market characteristics and requirements, as well as possible specific national-level arrangements (e.g. national labels or hallmarks) should be duly considered.

(c)
Generic export promotion of non-wood forest products in view of using certification as an additional marketing argument to enhance the role of these products in achieving SFM. 

(d)
Comparative studies on wood, wood-based products and their substitutes based on LCA analysis to obtain better transparency of their environmental friendliness.

(e)
Publicity campaigns to increase the awareness of the general public on the root causes of forest degradation and deforestation, the general requirements of SFM, the environmental friendliness of forest products (based on LCA), and the positive role which trade can play in forest conservation.

8.4
Support to Developing Countries
In view of limited capacity and resources to achieve SFM in developing countries and the risk that these countries will be at a disadvantage to meet the emerging demand for certification, support to them should be provided in the following areas, particularly to countries whose economies are highly dependent on the exports of forest products:

(a)
Improvement of forest management systems to meet certification standards.

(b)
Development of national-level arrangements for implementing certification, including necessary institutional and organizational arrangements

(c)
Human resource development with emphasis on further training programmes to establish the necessary pool of competent local assessors of forest management.

(d)
Market promotion of certified tropical timber and timber products

(e)
Other areas of country capacity building such as policy development as well as improvement of information systems and necessary scientific basis for setting and adjustment of standards.

(f)
Facilitation of, and support to, developing countries' participation in the development of international and national certification and labelling schemes in their export markets so that the concerns of these exporters can be duly considered in the design of future schemes.
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� 	Some authors call the entire process forest certification (e.g. Upton & Bass. 1995) but the term, as it stands alone, may be understood as forest management certification; it will not be used here in that context.


� 	Excluding converted paper and paperboard products


� 	Soil Association's label is also calledconsidered Woodmark


� 	It is reported that there are five non-for-profit ecosystem-based certifiers in the US West Coast and British Columbia operating only in that region. Information on their activities was not available for the authors.


� 	E.g. restrictions against tropical timber placed by regional and local councils in a number of countries.s


� 	This section is largely based on Simula (1996a).
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