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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 the
parties involved but its implementation is still in its infancy. The evolution of certification
schemes is gathering momentum worldwide, suggesting that a great deal of countries are
paying heed to ITTO's 2000 Objective. This is the target year, when certified timber
(coming from sustainably or well managed forests) only will be welcome, or at least
favored, in the marketplace.

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 visibie 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.

TDMBER CERTIFICATION IN TRANSITION



Enviro i es

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 concemns 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 fuliy 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
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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 urgamzanonal 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, (ji)
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 negatwe 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. Such developments at national level can play an important role in assisting effective
site interpretation of external standards by certification bodies and forest management units
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(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. Forest management unit 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 (if) measures to verify the chain-of-custody have not been
specified. There has been interest in several countries to attach timber certification to the
1SO 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
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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 (it) industry-based initiatives as & 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.
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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.

Cestification 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 m® /year (roundwood
equivalent) is considered infinitesimal when the annual world output of roundwood
equivalent of industrial wood is around 1.7 billion m’ . 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 certlﬁed 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 expandéd. However, even with an
optimistic scenario, only 15% of traded wood products could be influenced by certification
by year 1999,
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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 pohtxcal reasons.

Productio a

Govemment-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/m® depending
on the size of certification unit and local conditions. To this another up to USD 1.20/m’
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
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extent generated in forest management. This point should be considered carefully in the
design of future certification schemes,

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, (i) 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 stiil
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 intemational 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.

®) 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.
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(©) How to apply certification in diverse national situations for effective promotion of

SFM in a cost-efficient and credible way within a common framcwork, 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 ehmmate bans and boycotts prevailing in
some consuming countries.

(¢) How to overcome possible disadvantages that certification might briné upon the

small-scale forest owners, community forests and SMEs as well as producers in
developing countries in general.

()  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.

(8 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.

() 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:

(2)  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.
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®)

()

@

(e)

Market promotion of certified products both in the domestic and export markets
through publicity campaigns and trade promotion measures to unprove consumer
awareness on forest management so that willingness to pay a8 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.

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.

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

friendliness.

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)
(b)

(©
(d)
(e)

®

Improvement of forest management systems to meet certlﬂcanon standards.

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

Human resource developmeént with emphasis on further training programmes to
establish the necessary pool of competent local assessors of forest management,

Market promotion of certified tropical timber and timber products

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.

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.
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1. INTRODUCTION
11 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 Deciston 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.
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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).
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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 producis, 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,

i Some authors call the entire process forest certification (e.g. Upton & Bass. 1995) but the term, as it
stands alone, ray be understood as forest management certification; it will not be used here in that
context.
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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,

poliution, 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
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different localities has to be fully recognized. Drawing up a workable system of measurement
that provide consistently refiable 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 fikely 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

221 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

2 Excluding converted paper and paperboard products
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