Improving law compliance in the tropical forest sector: tracking, certification and ITTO
Steven Johnson (ITTO)

I work for ITTO® based in Yokohama, Japan. The organization is set up with the goal to try to promote
sustainable forest management in the tropics. We have been working towards that goal for the last 25 years
or so. Most of which, I have been lucky enough to been living here in Japan. Before I start, | would like to
thank my friend, Morita-san for inviting ITTO and me to come to this seminar. It is very nice to get together
and to learn what is going on in REDD+, and also to hear a little bit about the Japanese consumer sentiment.
Of course, the whole issue of motivating consumers, as we have heard a number of times this afternoon and
this morning, at least partly comes down to educating them and to giving them the information that they need
to make informed choices. What | am going to be talking about today is one part of ITTO’s work with
tropical countries to help them provide information on the ways that they are improving forest governance
and trying to incorporate measures such as labeling and certification to be able to show that they are
improving forest management.

ITTO is working with about 65 member countries of which about half of them are tropical accounting for
about 80% to 90% of the tropical forest in the world. We have a fairly broad coverage of the tropical

countries. Some people from the countries that are members are here today.
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The approach to this issue of improving law compliance and being able to demonstrate good forest
management is, first of all, to try to rationalize the policy and legal environment. We heard today from one
of the earlier speakers that even here in Japan, which is a very developed country, sometimes the laws are not
well implemented or well drafted. That is much more prevalent in tropical countries. Once you have a
rational policy and legal environment, you need to increase the capacity to enforce the rules and regulations
that are in place. You need information and you need stakeholder participation, which is part of what we are

talking about in this session.

! The International Tropical Timber Organization (www.itto.int)
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1“ Rationalizing Policy/Legal Environment

» Caze studies on FLE/legal trade in Paru,
Malaysia, Honduras, Brazl, Ecuador, PNG found
conflicting laws and/or incoherant policies

* Projects in several couniries to assist in

identifying undertying causes of llegallty and
drafting coherent, consistent, enforceabls farest
legislation

= Couniry dimgnostic missions also identify
problems, promote improved policies for FLE

* Program to iImprove implementation of CITES
requirements for listed tropical timber species,
ensure forest laws consistent with CITES

On the first item on rationalizing policy and legal environment, ITTO has done a lot of work in many
countries. A lot of that work found that the existing laws that were in place often conflicted with each other,
which is a big problem. When you have an agricultural law that conflicts directly with a forestry law,
something has to give. Eventually, somebody ends up breaking the law. We have spent a lot of effort,
together with other agencies like FAO and the World Bank, to try to help countries put more coherent rules
and regulations in place. This has included diagnostic missions to countries and also more specific
programs dealing with specific parts of forest or specific species that are legislatively bound for trade like in
CITES, the Convention on International Trade on Endangered Species. That convention regulates the trade
of certain species of tropical wood especially. There are some temperate woods, but mostly tropical under it,
and we work a lot with those as well.

1“ Building Capacity for FLE

« 5 Best Practices workshops with FAD

* Large braining programs foc
= improve forest siatistics
= promote use of C&l and auditing framewark

= Promoling phased approaches 1o cerlification
= Promoting MGVcivil society involvermnent in
forasl manitoring

= Encouraging couniries to engage with
international initiatives (eg FLEGT) and in
bilateral discussions/agreements, share
EXQENENCES

In terms of building capacity to implement these things, we have had a lot of training workshops in countries;
first of all, the very basics, to be able to collect information and disseminate information on what is going on
in their forests; promoting the use of criteria and indicators and auditing frameworks. Certification is

basically somebody else telling you or telling somebody that you are doing okay. Before you can get to



certification, you should at least be able to say yourself that we are doing okay and this is what ITTO has been
promoting in terms of auditing based on our criteria and indicators.

We have worked a lot at promoting phased approaches to certification. | will show a little bit later that
certification has not had a very rapid uptake in the tropical countries. One of ITTOs big initiatives has been
to try to get recognition for the progress that countries are making on the road to certification. Certainly, we
heard already today about the role of NGOs here in Japan. In the tropics, we believe it is even more
important that civil society is involved in forest monitoring, in whistle blowing, if you will, when things go
badly, and in helping to promote the role of communities, and etcetera in forest management. Finally, trying
to get countries to engage in international initiatives like the FLEGT? initiative from Europe or here in Japan,

we have Goho-wood? to try to promote the import of legal wood.

”ﬁﬁ Improving Data and Knowiledge

= Bi-weekly MIS provides price and trade info;
Annual Review provides detailed imformation
on irade fows

= Trade discrepancy studies and
production’capacity compasisons

= Many reasons for non-matching trade flows,
likefihood of Mlegality highest when they
persist over a numbar of years &Cross a
range of frading partners/products; need for
bilateral consultations

In terms of getting better data and knowledge, we are also working with a lot of countries on this, providing
price information on timber products, which is still the main thing of value coming out of tropical forest;
looking at the discrepancies in trade statistics between different trading partners, which can show, over time,
patterns of illegality or at least some serious problems with statistical departments; and looking into things
like that. We have done a lot of work on tracking timber. We will hear some more about that tomorrow |
think including tracking forest degradation. In terms of log tracking, we have worked with many countries
and we recently published a compendium of log tracking and timber tracking technologies because many
countries are becoming more interested in this kind of quantitative methods to be able to track timber
products so that they can show that, in fact, this wood that we are sending you came from this forest which is

well-managed.

’The Forest Law Enforcement, Governance and Trade Action Plan:_http://www.euflegt.efi.int/portal/

3Goho (=Legal) Wood Advance Mark: http://www.goho-wood.jp/world/
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.‘H Improving Data and Knowiledge .‘H Improving Data and Knowledge

= Log tracking projects funded in Bolivia,
Cameroon, Congo, Fiji, Gabon, Ghana,
Guyana, Honduras, Indonesia, PNG, Pery,
Thailand, more to come, *Tracking
Sustainability” report published in 2012

= Warked with GFWMERI o Improve FLE and
concession monitoring in CAR, Rep. Congo
and DRC

* Projects using satellite imagery with GIS
{containing details of approved concessions,
raads, ekc) to spotl illegal forest clearing and
track legal timber

Detection of forest clearing wsing IKONOS (4 m)
and Landszat 5 (30 m) satellte data In Guyana

We have done a lot of work with satellite imagery to look at where logging is happening outside of
boundaries. Again, | think we may hear more about that tomorrow. This slide shows output of one of those

projects using different resolutions of satellite and aerial photography to spot illegal forest clearing in

Guyana.

Promuoting Stakeholder Involvement
* Givil Sociely - Private sector parinership granis
to contribute to SFM and venfiable legality in

Brazl, Cameroon, Indonesia, Panama, PNG
and Peru

* International conferences ansing from
recommandations of TAGICSAG Panel on
lllegal Logging /llzgal Timber Trade:

=Timber transport
sIndigenousicommunity forestry
*Tropical forest tenure

In terms of promoting the involvement of stakeholders, we have had a series of grants to try to support private
sector and NGO linkups on promoting sustainable forest management, verifying legality, and moving to
certification in some cases in a number of countries. We have convened a number of conferences to discuss
these issues. In the early days when ITTO first was getting going in the early 1990s, it was not even possible
in an international forum to raise the issue of illegal logging. This has been a major change in the dynamic
of the international discussions over the years where people are now fully aware of the problems of

unsustainable and illegal activities in forests and how negatively they impact the future of sustainability.
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TRLET

« Tropical Foresl Law Enforcement, Governance
and Trade Thematic Program since 2008

* Rationalizes ITTO's work, provides new funding

window, ong of four thamalic programs
approvedfunded under ITTA 2008

*  Orver 515 million distibuted to over 50 projects
I over 20 countrias fo date; maln themes timbar

«Sirengthen forest law enfarcemant and gosvernance
thraugh smpraved national pobcy and kegal framewarks
stranger insfitulions, mpraved data and knowledpe
sirenglhened partnerships and improved coaparation
arnong civil society arganizations and other stakaholders.

simprovg tramsparency and effeciive manageman of supply
ahains and inoredsed inlemalional brade in legaly and
gustainabiy prodused Trepicad tmber

tracking and community empowerment
simprowa capacity of community and smal and mediem-
sized enterprises fo implement and demansdirate thal limder
produced and fraded comes frofm legal and suslasnahle
BOUTEE

ITTO has recently established a thematic program to deal with some of these issues. It is called Tropical
Forest Law Enforcement, Governance and Trade, and this program rationalizes the work under this area.
We are distributing a fair amount of money to countries on an ongoing basis under this. The objectives are

listed here. Basically, we work to strengthen forest law enforcement in countries.

Actidtes:
+ Strengthening forest governance (455%:)

* Support international trade in legal and
sustainable imber {20%)

= Strengthen community and SME capacity (35%)
All to be implemanted in laison with pariners

The activities under this program and more or less all of our activities in this area have been broken down
more or less about half to strengthening forest governance in countries, 20% to supporting international trade
in legal and sustainable timber, and the rest of the work is on strengthening community and stakeholder

involvement including small and medium sized enterprises which are important.



Certification and public procurement

« |[TTO has assisted
numerous couniries to
prepare for certification
andor to establish national
cartification schemes

= |ITTO has atzn carried out
numercus siudies on the
evalution of eerification and
publec procurament policies

Turning specifically to work on certification, we have heard from some of the agencies that are involved here
in Japan in promoting the uptake of certified wood and other products, ITTO has been working on this for a
long time. FSC*, which is one of the more well known certification bodies, started operations about 20 years
ago. In fact, there were several discussions at ITTO at that time and before it whether there would be some
linkage there. In fact, the two organizations evolved separately. ITTO is focused more on providing
assistance to countries that want to move towards certification and to establish, where appropriate, national
certifications schemes.

"K Tropical timber certification

« < 40 millian ha certified warld wide (= 10%
of all forests)

= = 0% of all certified forests In tropics (< 2%
of total tropical farests)

= |TTO studies have found that chose to 10%
of all troplcal forests under SFM 2o patential
for growth of certification in tropics

"‘1 = Uncerainties over markel acceplance and
cost of tropical forest and chain of custody
carlification nead bo be addrassad

The issue of certification and labeling, especially of timber, which we work with most directly, has proven to
be of some concern to tropical countries. In the first instance, this is because not very much tropical forest
has actually been certified over the last 20 odd years that these schemes have been operational. Worldwide
right now, from the latest information we have available, there is about 390 million hectares of forest certified
around the world by one scheme or another. That is less than 10% of all the forest in the world, which total
about 4 billion hectares. Out of that 400 million, or less than 400 million, less than 10% of that total or less

than 40 million is found in the tropics. This accounts for less than 2% of the total tropical forest area. You

* Forest Stewardship Council:_https://ic.fsc.org/


http://www.fsc.org/�

can see that really the idea that certification would have a major impact on tropical forests so far has not been
the case.

However, ITTO’s own studies have found that overall in the tropics, probably close to 10%, based on what
we know because in a lot of the areas we do not have much information, but based on what we know, about
10% of all tropical forests are under sustainable forest management. We think the potential for more
certification in the tropics is certainly there. However, there are a lot of uncertainties about the market

acceptance of especially national certification schemes on the part of tropical countries.

For example schemes like the Malaysian Timber Certification Scheme, the Lembaga Ekolabel Indonesia or
the Indonesian Ecolabelling Scheme. Some countries accept them, some do not. There is concern also
about the cost of implementing certification or of being certified. Of course, one of the reasons why most of
the certification has happened in developed countries is because the forest were, by and large, already fairly
well-managed there. There was not a need for a huge input of resources to get the management up to a level
where certification could actually be awarded.

In fact, in the tropics, there is a kind of a two-stage process where you first of all have to get the management
of the forest to an acceptable level then you invite the certifiers to come in and assess what you have done.
In many cases, the countries are not at a level yet where the certification can be awarded especially when the
certificate is kind of an all or nothing affair. This is why earlier | was referring to our work to try to promote
the idea of phased approaches to certification. In other words, maybe the first step is whether the wood you

are producing is legal and then move up the various steps of sustainability.

BT

Tropical timber certifiers (area)

« Tofal = under 40 million ha
= FSC (= half}

= MTCC {= 20%}

= LEI [= 10%)

= PEFC (< 10¢%)

So far, the total in tropical countries is under 40 million hectares. FSC accounts for more than half of that.
Some of that is funded by donors. The Malaysian Timber Certification Scheme which covers almost all of
Malaysia (I believe at least one of the states on Borneo is not covered) is another fifth, and the Indonesian
scheme about 10%, a bit below, and the program for the endorsement of forest certification is less than 10%

also. We have a number of different schemes. There is difference between them. The countries in ITTO



also worry a bit about differences in acceptance of these schemes, differences in the criteria under the

schemes to be certified. In some cases, it is a bit of a moving playing field.

1“ Concerns, opportunities and challenges

* Increasa share of certified timber from natural
larests (especially under carmmunity
management) in mternational trade by:

= Making It profitabls
* Recagnizing progress iowards cenification

* Harmonize requiraments of public procurement
achemes

ab  + Promote regional proceseas (eg ATO, Tarapoto)

# Information on volumes and prices of cartfied
fimbar urgently required for informad decison
making and assessing polioy impacls

Of course, we want to increase the share of certified timber from natural forests. A lot of the forests that are
certified in the tropics are plantations. The natural forest is where the biodiversity is more or large that we
want to protect, so we want more certified forest there. We want more forest with community involvement
and we need to make this profitable. I think when we were talking about the industry this morning, the main
reason why industries get involved in activities, first of all at least, is to make profits. Maybe after they
make a profit, they can have a Corporate Social Responsibility scheme but before that, | think there needs to
be a profit there. The operations need to be profitable and we need to recognize where progress is being
made. This is why we think that it is not helpful sometimes when countries say or consumers say, “We will
only accept this scheme,” because that can cut off significant areas of development and revenue to countries

or communities or forest operators who may need it to continue working in those forest.

1“ Concerns, opportunities and challenges
= Social criter (&g workes s righls) in
procurementicartification echamas may ba
difficull io agres onfcomply with

Projacts to improve forest managament in the
trapics (maluding those leausing an aerbilication)
should be given spacial coneideration n
procuremant decisions and in degisions for
REDDH financing

* Procuremenl policies and certilication schermes
Tar nan-lmber praducts thad imgact lorests?

The inclusion of worker’s rights in certification schemes, while an honorable goal, may actually result in

more market barriers to tropical countries being able to comply. There are some worries about that.



Especially in light of the theme of our seminar these 2 days, we need to ensure that projects that result in
verifiable improvements in forest management are eligible for REDD+ financing. At this stage, that is still
not guaranteed. We think in ITTO and, certainly, the countries that belong to ITTO, believe that this is
crucial to promote better forest management through REDD+ because we are not going to stop logging the
forests. That is not going to happen. The question is can we do it better than we have been doing it up till
now.

Finally, my last point is that so far, a lot of the work on certification and labeling has focused on timber,
rightly so, because timber was the main product coming out of the forests for a long time. But we think that,
and we are glad to see, that new schemes are rising for other products that are being produced on forestland
like oil palm and soybeans, etcetera, even though such schemes are still small in terms of their coverage.
But just look at the economics and | know we heard, at least from one speaker that we do not like to deal with
economics, but | think we have to at least for a minute. Indonesia has a moratorium now on new forest

clearing and this shows the pressure on them to maintain the moratorium.

1“ Concerns, opportunities and challenges
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Al close to SUS1000 per tonne for crude paln oll,
Indonesia’s & m ha samed over USHTS bn in 2012,
mine than double the value of all primiary wood
products expons from 120 m ha of forest; $2500/a
i B-10 timas revanue expected from SFM for timber

Crude palm oil is selling for close to $1000 a ton right now. It has gone down a bit in recent times, but it is
still close to $1000 a ton. Indonesia has 6 million hectares of palm oil that they put on to what used to be
forest land, degraded forest land in many cases, and they generated over US $15 billion of export earnings
from that 6 million hectares in 2012. That was more than double the export value of all of their primary
wood products, everything from logs up to pulp and paper, and they produced that from over 120 million
hectares of forest.

Basically, what we know in ITTO from our own studies is this that what is being earned from palm oil in
Indonesia is about 8 to 10 times more per hectare than you can get from just timber. This gives us some idea
of the kind of money that we need to come up with from things like REDD+ and other activities where we can
put value on the forest to keep it as forest rather than have it be turned into oil palm. Soybeans may not be as
valuable as the oil palm, but it is another case that has a fair amount of value more than standing forest in

many cases.



The main message that I would like to leave you with is that whether we like economics or not, the decision to
convert standing forest to something else is almost always an economic decision. Somebody is doing that
because that forest is worth more to them cut down than it is standing. Ultimately, we have to deal with that

equation and get it more in balance.

Thank you very much.
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