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I nt roducti on

1. Certification of sustainable forest managenment (SFM is receiving increasing
attention fromthe public and private sides of the forest and forest industries
(FFl') sector. Wthin the sector, |ong-termSFMhas been and still is considered
as essential and fundanental, not only to the long-termsurvival of the forest
ecosystem but also to the long-termsurvival of the FFl sector itself. However
forces within and outside of the sector are calling on forest managers to prove,
t hr ough i ndependent certification, accordingto pre-existingandpubliccriteria,
that their forests are sustai nabl y managed- - and sust ai nabl y managed not just for
wood and wood fibre, but for a range of non-wood products and services to neet
the growi ng and changi ng soci o-econom ¢ needs of nations and peopl es.

2. The purpose of this note is to prepare the Commttee' s discussion on the
nmarkets for certified forest products® (CFPs). Establishnent of certification
systens has been the focus of considerable international and nati onal attention,
but their effect on the forest products markets has so far received relatively
little enphasis. Thus, the focus of the Conmittee's discussion will be on the
markets for certified forest products, ie wood and wood products which can be
identified as conming from forests which have been certified, generally by a
second or third party, to be nanaged sustainably. It is intended that the
di scussion will not focus on the advantages or disadvantages of certification
itself or individual systenms for SFM Even though the greatest base of know edge
is on this aspect, and even though the systens are in a dynamc period of
evol ution, these topics have been thoroughly covered in other fora, including
the report fromthe Committee's Team of Specialists (TIMR 279).

3. In 1995 the Tinber Commttee (TC and the European Forestry Comm ssi on ( EFC
est abl i shed t he Joi nt ECE/ FAO Teamof Speci alists on Certification of Sustainable
Forest Managenent. Their nandate was to review nmaj or i ssues and draw attention
to aspects for future action and to prepare a long-term scenario based on the
Eur opean Tinber Trends Study V structure. Because the Teamwas established at
the onset of devel opnent of certification processes, the teamwas only able to
nmake some estimations of these possible inpacts in their report which was
presented at the 1996 Joint TC and EFC Session (TIMR 279). The Teamwas al so
charged with drawing the Commttee's "attention to aspects which mght require
action at a later stage" which it didinits report.

4. The Team presented a nunber of conclusions, of which several are relevant
to the markets for CFPs. One conclusion was that there will be uneven adoption
and i npl enentation of certification systens which nay change tradi ng patterns.
Additionally they said that cooperation and assistance between countries at
different levels of devel opment, including countries in transition to narket
economes, of certification systens is necessary in the inplenentation of SFM
and to keep narkets and trade rel ationshi ps open. Furthernore the report al so
stated that if tinber is the only construction material subjected to
certification, it nmay experience a cost di sadvant age.

t For the purposes of this docunent, CFPs are forest products which can be identified
as coning from forests which have been certified as being managed on a sustainable basis
according to a set of accepted standards and by an accepted systemof certification.
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5. Since the time of their report, there have been continued devel opnents in
certification of sustainabl e forest nanagenent at the i nternational and nati onal
| evel . However there remain questions outstanding about the markets for
certified forest products. Although the Team was fornally disbanded at the
fifty-fourth session, the Commttee decided to continue to nonitor the markets
for certified forest products by requesting countries to include a section on
their markets for certified forest products and t he devel opnment of certification
systens in their annual market statenment which is prepared for the Session
(ECE/ TI M 87, paragraph 28).

Di scussi on format

6. The topic will be opened with a short introduction by the secretariat which
will include, among other items, a summary of responses regarding national
nmarkets for certified forest products which is to appear on the country market
statements (see paragraph 5, of "Tinber Commttee market discussions”,
TI M 1997/ 3) . The secretariat will introduce the expert speakers for the
di scussion, who will forma panel for the ensuing discussion.

7. At the time of witing this note, confirnation was not received from all
speakers, thus a list of speakers and their affiliations will be distributed at
t he sessi on. Speakers have been invited fromcertification systens to speak about
their narket experiences. Market analysts will present case exanples and a
retailer of CFPs has been invited.

8. Follow ng the expert presentations, the del egates will have the opportunity
to el aborate beyond the secretariat's summary on specific markets for CFPs whi ch
exist in their countries.

9. Wth this thorough introduction, it is anticipated that del egations woul d
like to raise other points and pose questions to the panel of speakers. At the
end of the discussion period, the Commttee shoul d deci de whet her the outcone
of the discussion warrants sone followup, and if so, what formit should take
(see section bel ow on "Followup to the special topic").

| PF vi ew on SFM and CFPs

10. As the Tinber Commttee is an intergovernmental body, it is appropriate to
exam ne what are governnments' roles in the devel opment of markets for CFPs.
I ndeed there is no general consensus whet her governments shoul d take an active
or passive role in devel opi ng systens for certification of SFM

11. As a background, it would be helpful to review the opinion of the UN-CSD
I ntergovernmental Panel on Forestry regarding SFM and CFPs.  The | PF concl uded
that thereis a"potential positive relationship between trade in forest products
and services and SFM'. In recognizing the conplexity of the issues it stated
that "forest products obtained fromsustai nabl y managed f orests may be consi dered
to be environmental ly friendly". As such it said further studi es are necessary
to assess "how best to use markets and econonic instrunents to pronote SFM
(B/CON 17/1997/ 12, paragraphs 116 and 119).
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12. Intrying to put perspective into the international attention to the issues
of certification of forest managenent and | abel ling of forest products, it said
"only a smal|l proportion of the global trade in forest products and a smal |l area
of the world' s forests are influenced by these schenes. Because of inadequate
information and relatively fewreal world experiences, it is still too early to
access objectively their full potential in promoting SFM" Thus it called for
further studies, anong which were studies on the inpacts of certification on
forest enterprises and narkets; the conpetitiveness of forest products, the
econom ¢ and non-econom ¢ costs and benefits; the demand for certified products;
etc. (E/ON 17/1997/12, paragraph 122).

13. "The Panel recogni zed that voluntary certification and | abel ling schenes are
anmong nany potentially wuseful tools that can be enployed to pronote the
sust ai nabl e nanagenent of forests. In view of potential proliferation of
schenes, thereis aneed to pronote conparability and avoi dance dupli cati on anong
various voluntary certification and labelling schenes" (E CN 17/1997/12,
par agraph 123).

14. "The Panel accepted that Governments have a critical role in pronoting
ef fective sustai nabl e forest managenent systens. However, because certification
has thus far been devel oped as a voluntary private initiative, different views
expressed on the rol es of Covernments and intergovernmental institutions in the
devel opnent or regul ation of certificationsystens requirefurther clarification.
In considering possible roles for governments, bearing in mnd that fact that
certification is a market driven process, distinctions should be nade between
the roles of Governments as regulators, as promoters of public policy and, in
some countries, as forest owners. Governnments, however, have a role in
encouragi ng transparency, full participation of interested parties, non-
di scrimnation, and open access to voluntary certification schenes" (paragraph
124, B/ ON 17/1997/12).

15. In discussing markets for certified forest products, it behooves the
Commttee to keep the intentions of the Panel in nind so as to insure that the
di scussions are conplenentary. Full text of the | PFreport is avail abl e through
the secretariat or on the Wrld Wde Wb at:

gopher : // gopher . un. org: 70/ 00/ esc/ cnl7/i pf/ sessi on4/ 97- 12. EN

Markets for certified tinmber: present and future

16. Wiile certain snall market niches have been devel oped to date, the market
for CFPs remains very limted and inthe ECEregionit is negligible. Still this
is ayoung rmarket and as systens for certification of SFMare neither universally
accepted nor widely functional, there is not currently a broad supply of CFPs
avail able. Al though CFPs are at an i ntroductory I evel of the product |ife cycle,
i ncreased consurrer awar eness, whichif it |led to hei ghtened demand, coul d | aunch
CFPs into the rapid ascension stage.

17. Amarket-oriented approach inplies that if a customer narket segnent dermands
t hat products cone fromsustai nabl y managed forests, and al so that those products
be certified and so identified, then producers woul d be encouraged to consi der
the financial feasibility of producing such products. Conversely, a production-
oriented approach would nean that certified forest products will be produced,
with the hopeful intention of selling themto markets (consumers and cust oners)
that may or may not know of their existence or raison d étre.
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18. Tinber Committee with its nmarket orientation mght question the existence
of sufficient demand for CFPs, ie if a demand exists, what is its nmagnitude now,
and what could its nmagnitude be in the future? Some studi es have been done whi ch
show that given a choice, that with sone education about the nmeani ng of SFMand
certification of SFM sone consuners wll choose CFPs. Know ng that buyers'
willingness to pay is not synonynmous with actual buyer behaviour, the major
question after these studies remains: when faced with actually payi ng nore for
CFPs, how nmuch nore will custoners pay? Wile this question may be inpossible
to accurately answer at the current stage of CFPs, eventually the answer to this
question will deternm ne the volume of CFPs avail able on the narket.

19. To initiate discussion, the Conmttee could entertain these questions:

Do markets exi st for CFPs i n nmenber countries nowfor: roundwood? sawnwood?
wood- based panel s? pul p? paper and paperboard? Do markets exist for
certified secondary processed forest products like furniture, cabinets,
nmoulding or millwork? |If so, it would be hel pful for delegations to bring
descriptions of these narkets and docunentation if avail abl e.

I f such markets exist, can they be quantified in volune and/or val ue terns?

What el se i s known about such markets? That is, are they growing? Are they
experiencing rmarket acceptance and growing denmand? Are other
suppl i ers/conpetitors entering into the market place? How are consumners
nmade aware of the products and the significance of SFM and CFPs?

And of course, is there a price premumfor these CFPs? How rmuch nore woul d
a CFP cost conpare to an equival ent product which is not certified?

20. The future of CFPs. Based on the answers to the above questions, the
Commi ttee coul d consider whether there will be a larger market for CFPs, and if
so, when and of what volune and what value? Wich forest products have the
greatest potential for being certified and avail able in the narket place? Wuld
t hese be commodity, industrial goods such as roundwood and pul p? O woul d these
be consuner-oriented goods |ike paper or furniture?

Sour ce of demand for CFPs

21. Sone experts have questioned the source of the demand for CFPs. In a
perfect market, the demand woul d corme from consuners within a specific market
sector. For exanple if consurmers wanted to ensure that their houses were built
from wood from sustai nably nanaged forests, say for exanple to hel p them rmake
t he decision between a concrete-based or wood-framed house, then this group of
consurers night demand certified sawnwood. But are consumers now asking for
CFPs?

22. There is a lack of information avail able on narkets for CFPs as noted by the
IPF in their request for further economc and market studies. In one study in
1995 on "WIlingness to pay for environmentally certified wood products: a
consumer perspective," by Qzanne and M osky found that the nost |ikely consurer
segnent of approximately 16.5 nillion Americans who woul d seek out and buy
environnental |y certified wood products at a price prem umof up to 20%for sone
itens is described as, "politically liberal, a menber of both the Denocratic
Party and an envi ronnent al organi zati on, and nost |ikely, fermale." Another study
added that this group would al so be "fairly well educated" (Qzanne and Snmith in
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"Segmenting the narket for environmentally certified wood products").
Neverthel ess, identificationof this potential market segment for purchasi ng CFPs
does not necessarily indicate that they regularly purchase forest products or
that when they do, that faced with actually purchasing higher priced CFPs that
t hey woul d exhi bit the same consuner behavi our as responded in a questionnaire.

23. O is the demand for CFPs coming from environmental non-governnenta
organi zations (NGs) who are either establishing certification systens and/or
est abl i shing buyi ng groups. Regardl ess whether these NGOs truly represent the
voice of their constituency, or the voice of the "general public", if they
succeed i n creating sufficient demand for CFPs, then enterprising forest products
conpanies w |l consider producing CFPs for this market segment, especially if
they consider it financially worthwhile.

24, O are buying groups, like those established through WW efforts in the
Uni ted Ki ngdomand 10 ot her countries, responsible for creating demand for CFPs?
Shoul d through conbined efforts a buying group be successful not only in
educating consumers of the advisability of purchasing CFPs, but also through
thei r conbi ned strength be successful in commandi ng constant supplies of CFPs,
then these groups could in effect create demand for CFPs.

25. O is it industry, either collectively through advertising or through
associ ations and their advertising creating denmand now for CFPs or could they
inthe future create dermand for CFPs (presunably their CFPs)?

Who plays what role?

26. Who are the players in the market for CFPs and what is their role? Wo
stands to win and who stands to | ose?

27. Sone of the key players in the nmarkets for CFPs have been heret of ore named,
ie NGOs, forest products industries and their associations and buyi ng groups.
And of course the consuners of CFPs, both intermediate such as whol esal ers,
distributors and retailers and al so purchasers and users of CFPs, for exanple
house bui |l ders and horme owners, are or could be key pl ayers.

28. O these parties involved in the market, who stands to nake profits through
the sale of CFPs and who stands to bear the costs of either producing CFPs or
in buying CFPs? |f certification of SFMis only a marketing technique to sel
nore forest products (or to sell those same anmount of products at higher prices)
then it is industrial producers, wholesalers, distributers and retailers who
woul d benefit, assumng custoners will be willing to pay higher prices for CFPs,
ie prices high enough to cover costs to the producers, distribution chain and
retailers.

29. But will consuners actually be willing to pay sufficiently higher prices to
cover the additional costs incurred by forest owners and nmanagers who will bear
the initial costs of certification? The nost inmmediately visible and measurabl e
of which will be the direct costs for performng the certification itself
Additionally there will the opportunity costs of lost tinber sales as
necessitated by certain schenes criteria for preserving biodiversity such as set
asides of formerly productive forest land for aninal habitat or |andscape
purposes or conservation of flora. Forest owners associations have been quick
to point out that inplementation of certification systens will have a
di sproportional higher cost for small |and owners.
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30. WII fully integrated forest products corporations who own forest |and and
manuf act uri ng and per haps distributionfacilities too, stand to make t he great est
profits if a substantial and lucrative narket for CFPs becomes established?
However nost often these | arge corporations not only harvest tinber fromtheir
own |ands, but also require saw ogs for their sawnills or pul pwood for their
pulpmlls fromother |ands. These manufacturing operations by necessity often
drawtheir rawnaterials froma vari ety of sources, big and small. Ensuring that
logs conming to the pulpm Il fromthe conpany's own certified forests would be
relatively sinple, allowing sale of certified pulp. However mlls often do not
control, or in the case of "gate wood" (roundwood arriving at the mll gate on
a truck) do not knowthe origin of the wood, much | ess whether it is sustainably
managed and if it could be certified as such. The conplexities of controlling
the chain of custody for a pulp mll, a paper mll, a wood-based panel mll or
even sawm || and the potential costs are not initially fully apparent and they
undoubtably will only be el aborated in application. WII the cost of certifying
a corporation's own forest |lands plus those | ands of other suppliers conprom se
its advantage of scal e?

31. At risk of posing a highly political question, are final consuners wi nners
or losers? |s a handyman who buys CFPs, probably at a higher price, for his next
horre i nprovenent proj ect thereby encouragi ng SFM? | s the honebui | der who sel ects
certified framng sawnwood able to sell the house for a higher price to
environnental | y consci ous buyers? WII that higher price fully conpensate all
the additional costs of distribution, including presumably some |abel which
i nsures chai n-of -cust ody has been accurately followed fromthe forest to the
nmar ket pl ace?

32. O are some governnents indirectly creating demand for CFPs through
establi shnent or facilitation of systenms for certification of SFM? Such derand
could be created indirectly if through public relations canpai gns, governnents
succeeded in educating and convincing consumers of the necessity and validity
of CFPs.

Follow-up to the special topic

33. What might be done with the outcone of the discussion on the narkets for
CFPs? The follow ng options are proposed for consideration. The list is not
exhaustive and the options are not nutual ly excl usive.

1. No further action.

2. Issue to delegations a brief account of the presentations and the
ensui ng di scussi on.

3. A press release could be issued through the ECE.  Another option woul d
be to sinply incorporate a paragraph summari zi ng the di scussions in the
Commttee's annual narket statement press rel ease.

4. Carry out further study. The Committee should then consider who woul d
be best to perform such study(s): the secretariat, consultants,
prof essionals |oaned by governments or a team of specialists. (It
should be pointed out at the time of witing the secretariat is still
20% understaffed and thus any assignnment to the secretariat should be
acconpani ed wth a r edepl oynent of priorities and wor k
responsibilities.)
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6.

CONCLUS

Include a regular segnent of the narket discussion on narkets for
certified products. |If responses on countries' market statenents are
sufficient, perhaps a discussion of the CFP market sector should be
handl ed sinmlar to the regul ar market sectors of softwoods, hardwoods,
panel s or pul p and paper.

Q her?

ON

34. This note is meant to rai se awareness of the issues likely to surface in the

di scussi

on of markets for CFPs. However it is inpossible to anticipate all the

i ssues and what the nature of the discussion will be. Nevertheless the paper
has posed numerous questions to encourage del egations to thoroughly consider
different aspects of the situation and to hopefully | ead the discussion.



