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Oral evidence

Taken before the Environmental Audit Committee,
(Sustainable Timber Sub-Committee)

on Tuesday 25 October 2005

Members present:

Joan Walley, in the Chair

Mr Peter Ainsworth Mark Pritchard
Colin Challen Mrs Theresa Villiers
Mr Nick Hurd

Memorandum from the Forest Stewardship Council (FSC)

The Forest Stewardship Council (FSC) UK Working Group is the UK National Initiative for the FSC
network. The FSC is an international non-profit organisation that aims to improve the management of the
Worlds’ forests by acting as a market based instrument.

FSC is a tool used by market influencers and specifiers, that engages markets to encourage responsible
forest management, by giving companies a social and environmental license to operate.

The FSC system consists of two parts, the certification of Forest Management according to national
standards that meet the FSC Principles and Critera and a Chain of Custody system allowing timber from
certified forests, and other controlled sources, to be identified through the supply chain through a system
of on-product labelling.

In the UK the first CPET assessment of timber certification schemes, announced in November 2004,
found that the FSC provided assurance of both legality and sustainability.

FSC welcomed the CPET assessment and believe it represents a positive step by the Government in its
policies for timber procurement. However, we consider that there are several key aspects of the FSC system
that should be considered when examining whether a certification system can deliver proof of “legality and
sustainability”, as set out below.

Structure and Governance

FSC has a unique structure. It is governed by an international membership open to anyone and divided
into three chambers: Environmental, Economic and Social. Each of these chambers is further divided into
Northern and Southern hemisphere interests. Voting rights and board representation is equally weighted
between these chambers giving a fair and equitable balance between the commercial interests of the timber
trade, the environmental concerns of NGOs and the rights of forest dwellers, workers and indigenous
peoples. The FSC system was based on Brundtland sustainability. Forestry must be environmentally
appropriate, socially beneficial and economically viable if it is to survive and continue to meet the market
demand for timber from well-managed forests.

Performance Based

The FSC system is based on actual performance at ground level, not just on having systems in place on
paper. As well as maintaining a detailed management plan, inventory and monitoring, rigorous annual
inspection visits of forest management certificates are conducted by independent certification bodies. If any
corrective action requests are issued they must be implemented in an agreed time frame or the certificate can
be withdrawn. Not only does this method provide an unparalleled level of assurance, it has been shown to
actively improve forest management.

Equivalence Between Countries and Regions

The FSC system oVers true mutual recognition. Each country with an FSC endorsed National Initiative
(as we are to the UK) must prepare and submit a National Standard for Forest Management, prepared by
a body that uses the same three chamber structure as the FSC membership. Where there is no National
Initiative, endorsed certification body standards are adapted for national use. These national standards
must ensure that all relevant stakeholders are consulted. Each standard is then accredited by the FSC
Accreditation & Business Unit which ensures it meets the FSC Principles and Criteria for Responsible Forest
Management and adheres to FSC Structure and Content of Forest Stewardship Standards.
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Once accredited the national standard is used by FSC accredited certification bodies to measure forest
performance in that country. In this way each country sets its own standard, taking account of all local
factors and interests, but the accreditation process ensures that all these diVerent standards are equivalent
and so FSC-certified timber from any country or region can be mutually recognised in the chain of custody
with no risk to its credibility. A chain is only as strong as its weakest link; FSC timber from certified forests
in Swedenwould be equivalent to certified timber from anywhere in theWorld, be it UK, Finland,Malaysia,
Brazil or Uganda.

Non Forest Management Certified Content

The FSC System, like most others, allows for products containing less than 100% material from certified
forests. In the case of the FSC system the remainingmaterial, unless post consumer reclaimed, must be from
Controlled Sources.

Timber from Controlled Sources must be verified as not only legally harvested, but not from: genetically
modified trees; areas with violations of traditional, customary or civil rights; High Conservation Value
Forests (HCVF) threatened by management; or from conversion of natural forests. In districts where there
is a high risk of any of these occurring, verification has to be carried out by means of an independent third
part audit at a forest management unit level.

FSC certified companies in the wood chain are then required to have a monitoring and tracking system
in place to avoid such sources; which is independently assessed by their certification body.

FSC Controlled Wood addresses “controversial” sources (key red flags for consumer advocate groups);
“legal harvesting” requirements under development in international processes (eg FLEGT); and provides
an internationally credible system. Through these rigorous systems FSC can ensure that the timber
requirements of the UK and EU countries do not have detrimental impacts on forests and biodiversity in
developing countries.

September 2005

Witnesses: Mr Nicholas CliVe, Director, and Mr Richard Robertson, Technical Manager, Forestry
Stewardship Council UK Working Group, examined.

Q1 Chairman:Welcome to the first public session of characteristics, is quite diVerent depending on the
region or zone; and therefore we have a systemour Committee. I should like to say how important
whereby a national standard tailored to thatwe believe it is that we encourage all aspects of
particular environment is developed and submittedsustainable timber. Your evidence will hopefully be
for accreditation to the international secretariat. Forreally important to us. By way of introduction, is
example, we have a UK national standard that is setthere any background information youwould like to
through the UK woodland assurance standardgive us about your organisation; or perhaps each of
process.you could saymore about how it was created and the
Mr Robertson: That is the basis of my work,way in which the organisation works?
interpreting the international principles and criteriaMr CliVe: We both represent the Forestry
of FSC, which is an umbrella of ten principles for theStewardship Council UK Working Group, which
UK situation. So in the UK we are very lucky tomeans we have responsibility for overseeing all
have a national initiative accredited by FSC, whichaspects of the FSC system within the UK. The FSC
is FSC UK. There are 32 national initiatives arounditself is an international membership organisation,
the world, of which we are one. There is thecurrently consisting of approximately 630 members
opportunity to bring in a very broad consultationdistributed world-wide. It is divided into three
process and to develop principles and technicalchambers: an environmental chamber, an economic
interpretation of the principles and criteria at achamber and a social chamber. The membership is
national level. Shall I run through the principlesresponsible for setting policy and making decisions,
quickly?and these are then implemented by an international

secretariat based in Bonn; and we pick up the
boundaries of the UK. The ultimate aim of the Q2Chairman: I think perhaps we have got that in the
FSC is to promote responsible forest management evidence that has been submitted. If anything is
world-wide, and we do that by operating two basic bought in, say, a B&Q shop or anywhere else, can
standards. The first is that we have a core forest you give guarantees about the sustainable
management standard, eVectively a standard that management of the forests that that timber comes
says what constitutes a well-managed forest; and from?
then we have a chain-of-custody standard that Mr CliVe: The FSC system is designed so that if
allows timber from those well-managed forests to be the label appears on products—correctly applied,
tracked throughout the supply chain and identified obviously—it does provide an assurance that the
as end products, using a system of product labelling. timber is traceable back to a well-managed forest.
Furthermore, we operate on the basis that a Obviously there is non-certified content for products

that carry our mixed-sources label, but timber fromwell-managed forest, although it shares common
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there has come from a variety of known sources, for Nick said, FSC is about giving people social and
environmental licence to operate. That is the keyexample verified post-consumer reclaimed material,
thing that we want to deliver.or material covered by our controlled wood

standard.

Q5Mrs Villiers:What proportion of timber certified
by you comes from temperate forests and howmuchQ3Chairman:Can you give the bigger perspective in
comes from tropical forests?terms of why your organisation was necessary in the
Mr CliVe: I can tell you that presently thefirst place, and a very brief summary of the changes
breakdown on forest type certified—we havesince it was set up? Is the situation in respect of loss
41% that is boreal; 45% is temperate, and onlyof forests getting better or worse? Have you had any
14% at present is tropical and sub-tropical.impact, as an organisation, on all of this, by way of
However, of course, the working groups in thosethe wider perspective?
areas find that they often have the largest distance toMr CliVe: The idea for the FSC first came about in
go from no form of management to a form of forest1990 in the backdrop of an international timber
management that would be eligible to be FSCtrade having an enormous degree of diYculty. The
certified.timber trade did not quite know in which direction

to go. Lots of them were doing good work on their
Q6 Mrs Villiers: The Trade Federation hasown, but there was no one system that everyone
suggested that your standards are too stringent forcould fall behind. In the face of mounting pressure
developing countries and that that is why at thefrom environmental and social groups it was decided
moment you have a low uptake for tropical forests.that there needed to be one international definition
Is that a good analysis of the situation; thatfor what constitutes well-managed forests. Over the
developing countries find your standards verycourse of a few years various meetings were held,
diYcult to cope with?and a consensus was built. Back in 1994 the FSC, as
MrRobertson:They definitely do, but in order to puta legal entity, was first founded in Oaxaca, in
incentives in place we have developed the controlledMexico, which in part is due to the fact that that is
wood standard. As Nick mentioned, FSC productsone of the frontlines of the forest-in-crisis areas of
in the shops are not necessarily 100% certifiedAmazon and South America. Over the last 10 years
timber; but what we want for the rest of thewe have developed a variety of standards, as well
proportion of that product is for it to exclude theas the aforementioned principles and criteria for a
worst, to exclude illegally-harvested timber, GMOs,well-managed forest. The chain-of-custody system is
to ensure that high conservation values arecontinuously evolving, and the goal is to have a
preserved; that it does not come from areas whereworkable system. As at the beginning of October we
forests are converted, or civil or human rights arehave approximately 65.5 million hectares of forest
threatened. These, we see as the major “no-no”s.under management, which is split between natural
This is a kind of step on the ladder towards FSC.forest, mixed forest and plantation as well as boreal This is a fairly recent announcement, but in June the

temperate, tropical and sub-tropical areas; and we board of directors approved a modular approach to
have a total of 4,154 chain-of-custody certificates. A FSC. We are looking now to work with people like
chain-of-custody certificate is held by a company or TTF to build this approach.
organisation involved in processing timber in some
form. We have gone, in ten years, to 65.5 million

Q7 Mrs Villiers: Do you interact with peoplehectares of forest under management.We have gone
running aid programmes and those whose prioritiesin ten years to over 4,000 companies using our
are poverty alleviation, to try and co-ordinate theirsystem to demonstrate that they are supplying
work with your work?Obviously, there is a potentialsustainable timber, and we also like to think that
conflict between people wanting to release thewe have provided a strong goal for a lot of
economic value of their forestry and those that wishorganisations to campaign for forest-owners and
to preserve it.companies to strive towards.
Mr Robertson: Those kinds of organisations are
members of FSC. People have to engage with
the system in order to bring things on. It isQ4 Chairman: While all that has been happening
about encouragement—environmental, social andwhat has been the eVect on forests?
economic, the three legs of the stool—which bringsMr Robertson: In terms of forests in the developed
about sustainability. They have to engage and putworld and northern hemisphere, it has been quite
across their views. We also have a system ofeasy. A lot of systems are in place already. If you
consensus voting as well within FSC, so no onehave the laws and systems in place it can really help
chamber can outweigh another: the economicto get forests certified. It has been a much more
chamber could not outvote all of the environmentaldiYcult process in the tropics and in the global south
or social members.to get forests through to full FSC certification to

demonstrate that they are forests that are well
managed. Where forests have come through and Q8Mrs Villiers: There are obviously a large number
have been certified, it is really starting to influence of organisations involved in the process of securing
forestry policy and laws in those countries as well, so sustainable timber. How does the work of the

Tropical Forest Trust tie in withwhat you are doing?it is having a much wider influence. To add to what
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MrCliVe:TFT are members of FSC.Membership is FSC in principle has no problems with mutual
recognition, although we would have to insist, to useopen to any organisation demonstrating an interest

in forest. As such, they have a vote on defining and the ISO term, on “technical equivalence”. To the
best of my knowledge, no other certification systemshaping FSC policy. We do not have much direct

relationship with TFT in the UK, but we know that has submitted their standard to FSC to ask for us to
accredit it against our principles and criteria; but,TFT often use the FSC forest management standard

as a desired end goal in their work in trying to help equally, FSC has not submitted its standard to any
other body to ask them. That is a step that could beforest managers and owners in the developing world

improve their own forest management. taken. Should any system submit their standard to
FSC, it would be accredited and reported on.MrRobertson: The goal of our modular approach is

to build an auditable modular system that can bring
people towards that end goal of FSC and therefore Q14 Mr Ainsworth: Are you not all competing
of well-managed forests. financially, because you are funded by the industry?

Mr CliVe: No.
Q9 Mr Ainsworth: There is a confusing bunch of
acronyms in this whole area, and many of them Q15 Mr Ainsworth: Are you all funded in diVerent
belong to diVerent and competing accreditation ways?
schemes. We have had evidence from a timber Mr CliVe: FSC International and ourselves, FSC
company called Brewer & Co that the whole process UK, are charitable organisations. FSC UK relies
of taking forward sustainable forestry has been set on a mix of traditional and corporate fund-raising.
back by squabbling between the various diVerent FSC International does levy a membership fee
schemes. Are you aware of squabbling? on those 628 members, and during the process of
Mr CliVe: No. I am aware that there tends to be an certification—someone applying to be certified pays
incredible amount of squabbling between advocates their certification body. We operate a process of
of the various systems, but the systems themselves, independent third-party certification, and they
the personnel and staV—I am certainly not aware of pay the fees set by their certification body. Part of the
any squabbling directly between ourselves and other overall fee is something that is termed the
certification schemes. “accreditation administration fee” (AAF). That is
Mr Robertson: In the recent press other schemes paid through the certification body to a unit of FSC
have talked about us as being colleagues and called the Accreditation Business Unit.
working alongside our systems.

Q16 Mr Ainsworth: It is not getting any simpler!
Q10 Mr Ainsworth: So how come Brewers think Mr CliVe: No.
there has been squabbling and that it has held the
process back—in fact worse than that, because they Q17 Mr Ainsworth: Let us cut back. What are the
say while this squabbling was going on it eVectively main barriers to achieving a basic, agreed
devalued the whole issue and allowed timberwith far international minimum standard?
lower credentials to pass through the system? Mr Robertson:What we have done in the UK—and
Mr CliVe: As I said, I am not aware of direct we are ahead of the game—is to form an
squabbling, although I am aware—and you cannot independent body that actually sets the forest
help but see, that there are certainly people within standard in the UK. It is not FSC; it is not PFC
the timber trade who are fierce advocates of one or and none of the others; it is independent from those,
other form of system. and that is UKWAS, which is the UK Woodland

Assurance Standard. That standard then has to look
Q11 Mr Ainsworth: Presumably, you accept that to the international systems to see what it has to
that does not actually help people in a trade to know meet in order to get accredited by these international
what they are supposed to be doing. systems. I have been working very closely with
Mr CliVe: No, absolutely. UKWAS and ensuring that it meets the
Mr Robertson: As we found with FSC, the market international principles and criteria of FSC. We
demand for certification is there, because we have have broad stakeholder support in the UK for that.
environmental and social support as well as
economic. That market driver is what we really look Q18 Mr Ainsworth: I do not want to be awkward,
to. That is the most important thing. If people in the but I asked what are the main barriers.
trade look at our system, they see that we do have Mr Robertson: The barriers are that diVerent
that economic driver. standards, as you seem to be implying, could be

developed in diVerent countries; but if people
Q12 Mr Ainsworth: Is there a common minimum around the world followed the kind of line we have
standard agreed between the various schemes? taken in theUK, youwould have the one standard—
Mr CliVe: No. which is also recognised by the PEFC, so FSC have

recognised UKWAS. That standard is open to
anyone to recognise. The other thing is that theQ13MrAinsworth: Should there not be?Would that

not be something to work towards? certification bodies that are accredited to FSC, to
assess against FSC system and standards, often sayMr CliVe: There could be. The phrase that is often

used is “mutual recognition”—why can the diVerent to us: “We are also looking to PEFC or others to see
if we could also take on and assess for those at thesystems not mutually recognise one another? The
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same time.” I think the actual cost overall of Q26 Mr Ainsworth: So you think the Government
should reconsider its interpretation of the EUbecoming dual certified, if that is what someone

wanted to do, is not much more than just going for position?
Mr Robertson: For FSC it is not a barrier that youthe one system.
have not included social. Clearly, as a system we
believe that you should have social in there; but if theQ19MrAinsworth: Is one of the possible barriers the
Government does not want to include that in thefact that you, for example, place heavier emphasis
system, it will not cause any problems for FSC. Weon social aspects associated with logging than some
have got the systems in place to meet environmentalof the other accreditation schemes?
and economic, and we are confident that—we areMr CliVe: To provide the short answer that maybe
widely regarded as the best system in the world, andyou are looking for, the barriers are probably
that has been recognised by ISO now as well; thatunknown because no-one has yet carried out an
FSC is the system.assessment of the diVerent standards. With a view

to recognising each other, obviously many
organisations have carried out comparative studies Q27 Mr Ainsworth: Do you have any dialogue with
that have found inconsistencies between the systems the European Commission about the current legal
and standards, and they have drawn their own situation?
conclusions; but from an FSC point of view the Mr CliVe:We, FSC UK, do not. I cannot speak for
barrier would be the other organisations submitting FSC International, but I can find out and let you
their standard to us for recognition, which is as yet know.
to happen. Mr Ainsworth: That would be helpful. Thank you.

Q20Mr Ainsworth: It does not sound too optimistic
Q28 Colin Challen: I must admit that I am ratherthat we are going to make early progress.
confused after that part of the session, and theMr CliVe:No. It is also fair to say that there may be
confusion and multiplicity of schemes might tendbarriers as well in the fact that if a company has gone
towards the cynical response that people are creatingdown a particular route, they may have invested a
things to suit their own circumstances. The FSC isdegree of time and money in setting up a supply
recognised by many groups as being a bit of a goldchain with a particular scheme; so that is one barrier
standard, a very comprehensive gold standard. Inthat they might not want to necessarily back down
that context, how do you diVer from all these otherfrom those costs.
schemes, or the major schemes that exist?
Mr CliVe:We diVer in terms of process, in terms ofQ21 Mr Ainsworth: But if there were a basic agreed
how we operate and in terms of how we areminimum standard, that would not be a problem,
structured. One of the fundamental diVerences—would it, necessarily?
Colin Challen:More stringent, more rigorous.Mr CliVe: It would not be a problem for the

company in question, I guess.

Q29 Chairman: Your accreditation.
Q22 Mr Ainsworth:Do you have views on the other Mr CliVe: I see what you mean! Generally speaking,
schemes in terms of the lesser emphasis that they yes, I would say.
place on social aspects? Mr Robertson:We would like to think so. We have
Mr CliVe: No. As a general rule, FSC would not certainly been building up our standards over the
comment on other systems or standards. years. We have had criticisms in the past. Every

system has its criticisms, and we have been building
Q23 Mr Ainsworth: I noticed that! systems that are more ISO and ISEAL compliant;
Mr Robertson: That is the general agreement we and they have been recognised by those bodies—
seem to have with the other schemes and systems
as well.

Q30 Colin Challen: In relation to ISO certification,
you come close to that, or you would represent theQ24 Mr Ainsworth: Can I quickly change tack and
best form of that, would you? Would other majorask you, hopefully with better prospects of eliciting
schemes fall beneath that kind of standard, or is thisinformation: what is your view of the UK
still too indeterminate?Government’s interpretation of the EU legislation
Mr Robertson: An ISO is not performance-based, itwhichprohibits the inclusionof social considerations
is a systems-based standard, so it is a slightlyin the procurement contracts?
diVerent way of looking at accrediting and ensuringMrCliVe: It is their point of view.We are aware that
the ways that people are working on the ground.the Danish Government took a diVerent view and
WSSN, which is a subsidiary of ISO, has recogniseddecided that you could include social—
FSC, and—

Q25 Mr Ainsworth: I am asking for your view. We
know what the Government’s point of view is. That Q31 Chairman:There are so many acronyms and we

are not as familiar with them on a day-to-day basisis not what we are asking about.
Mr Robertson: Our view in the FSC is that social as you are. It would be really helpful to know what

you are referring. What does the last one stand for?criteria should be involved if you are looking at true
sustainability. We believe that we should— Mr Robertson:World Standards—
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Q32 Chairman: We are not meaning to catch you Mr CliVe:We are not aware of one, but it would not
be impossible.out, I can assure you.

Mr Robertson:All these acronyms are confusing for
us. It is the World Standards-Services, Network, Q39 Colin Challen: Is the demand for FSC timber
which is a subsidiary of ISO, which is the currently met from FSC sources, or is there a bit of
International Standards-Setting Organisation. They a price premium for people who want to do the
now have a listing which confers status on FSC as decent thing?
being the independent standard for forestry world- Mr CliVe: I believe it varies from product group to
wide. product group. In some cases there is not enough

supply to meet current demand, and in some cases
Q33 Colin Challen: The ISO accreditation, or the there is enough supply to meet current demand.
way in which people use it on their letterheads, as Where there is currently insuYcient supply we are
they often do, suggests that that covers all aspects of aware that timber traders will charge a premium. It
the products’ worth, if you like; and that is why is a market reality, unfortunately.
people use it. As you say, it is a systems approach, Mr Robertson: It is also why we have our controlled
which means that you have produced something on wood system, so that we can have a proportion of
a Gerald Ratner scale; as long as it has a system FSC-certified timber in a product, and whoever has
approval under ISO, then it does not really matter produced that can get rewarded for that and get
how C-R-A-P it is, really, does it? How is that going markets for that timber, when there is not a huge
to benefit this debate? proportion of the timber market that is FSC-
Mr Robertson: The fact that we have got an ISO certified—so it is getting FSC into the market—and
listing? Is that what you are asking? You are asking then the rest of that product is from FSC-controlled
how that would benefit— sources. We are the only system to implement

second-party and proceeding to a third-party audit
on controlled wood, so we are excluding the worst ofQ34 Colin Challen: If you turn out rubbish from
the worst that I was talking about. We are excludingyour factory, as long as you have got evidence
that through our audit system,which is going furthereverything covered by an ISO standard, it does not
than any other system has gone so far.really matter how bad it is as long as you produce it

to that system.
Mr CliVe: The FSC system has never been a Q40 Colin Challen: Has the creation of CPET, in
standard that has anything to do with timber your view, been a satisfactory way of identifying
quality; it is entirely to do with provenance, the appropriate certification schemes?
quality of the forest management from where the MrCliVe: It seems a very reasonable step towards—
timber has come from. We believe that the FSC certainly CPET phase 1, the assessment of the
forest management standard represents the highest various current schemes, seems to have done a very
available standard to assess how forest is operated reasonable job of seeing whether or not the schemes
and managed; so the timber that comes from that meet government criteria for legality and
forest FSC certified is then tracked through the sustainability.
supply chain. Our chain-of-custody system is
basically an audit trail that simply tracks that Q41ColinChallen:Greenpeace, amongst others, hasvolume of timber through each processing stage. told us that the endorsement of other certification

schemes that are less stringent than the FSC’s
Q35 Mark Pritchard: The ISO standard is not a schemes, has devalued the process. Do you agree
recognition of the FSC standard; it is a recognition with that?
of the process of your own standards, so it is internal Mr CliVe: Devalued the process of certification or
rather than external; is that correct? the process of CPET?
Mr Robertson: The recognition is internal, as you Colin Challen: Devalued the process of
said. certification—not the FSC but the process of

identifying these other certification schemes.
Q36 Mark Pritchard: So it is a standard recognition
of your internal process rather than a recognition of Q42Chairman:Other schemes are less stringent than
the FSC external standard; is that correct? yours, so they are eVectively all operating on a level
Mr Robertson: Yes. playing field, but they are not as stringent as yours
Mr CliVe: Yes. are. Would you agree with Greenpeace that that has

devalued the process?
Mr CliVe: No, I think it leaves the process—Q37Mark Pritchard: In a sense, it may not have that

much relevance apart from the fact that you have
good internal systems to the actual standard of the Q43 Chairman: Not your process but the aim to
FSC to the external procurement market. get—
Mr CliVe: Yes, that is what ISO does, yes. Mr CliVe: The CPET process? I can only assume

that the work that was carried out was fair and
honest, and so if the CPET report says these schemesQ38 Mark Pritchard: So you could have somebody

that has non-ISO recognition or standard, but meet the Government requirements, then they meet
the Government requirements.actually has a better external standard than the FSC.
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Q44 Mr Ainsworth: You are often described, and have mentioned that twice—given that Greenpeace,
which is a member of your organisation, in givinghave been described already this afternoon, as being

the gold standard. Do you accept that? evidence to this inquiry do not believe that CPET is
reasonable. How do you square the contradiction?Mr Robertson: Yes.

Mr CliVe: Yes. Mr Robertson: That may not be the consensus view
across all of the three chambers. It is the view of one
of our members.Q45 Mr Ainsworth: So bringing in other

accreditation schemes, which are by definition not
the gold standard, must reduce the standard, must Q50 Mark Pritchard: Would you agree that
it not? Greenpeace is not an insignificant member in this
Mr Robertson: It depends what the Government is debate about sustainable procurement?
looking for. If the Government set down certain Mr Robertson: Certainly not insignificant, no.
criteria that it wants to meet and if it judges that
other schemes meet those criteria, that is fair

Q51Mark Pritchard:Would you have minutes? Areenough, is it not? We still feel that our system is the
these open meetings or private meetings where youbest system. It is continually improving the—
discuss what standards should be set and agreed?
Mr CliVe: The minutes of our general assembliesQ46 Mr Ainsworth: Within the international and all our standard-setting and development andaccreditation structure now there are other systems, processing procedures are freely available.other people’s systems, which are not the best. If

yours is the best, they cannot be the best as well;
Q52 Mark Pritchard: Therefore it would be right totherefore, it must have reduced the overall quality.
think that there is a diVerence of opinionwithin yourMr CliVe: I am sorry, I think I have realised what
organisation vis-à-vis CPET. I suppose that “yes” isyou are getting at! The FSC standard is, as many
the only answer, is it not?people have said, the highest standard; but it is a
Mr CliVe: There may be disagreements betweenstandard. If other standards are lower, they are
members but not within the secretariat and notlower. If people want to use FSC, it means, “great;
within the FSC UK staV at present.we are happy that people have decided to do that”.

Q47 Chairman:We were simply asking whether you Q53 Chairman: Would I be right in understanding
agreed with the views that Greenpeace has that that you are not wishing to criticise any other
others which do not have that gold standard in some schemes in any other way, and you want to get on
way or another devalue the whole attempt by with the work that you are doing?
Government and yourselves to try and get some kind Mr CliVe: Yes.
of accreditation scheme whereby people know what
they get when they buy. I am just asking youwhether Q54 Colin Challen: Category B proof is a standardor not you agree with that.

being developed by CPET, I understand.What formMrRobertson:There is clearly a potential to devalue
are you expecting these Category B proofs to take?the whole system of certification world-wide if you
Can you give an example of the kind of timber thatare looking to a lower standard, if the Government
it would cover?was to accept a low standard. We believe that in
Mr CliVe: No, I am not aware. I am going to meetterms of the economic and environmental criteria
CPET tomorrow, but I am not at present aware atthat you have looked at, it is a very fair report; but
the idea behind the Category B proofs. I know thatwe certainly wish that social could be included. If we
that is part of phase 2, but it is not something—found a way to include that, that would be perfect.

MrCliVe:Wewould love FSC to have been the only
Q55 Colin Challen: As I understand it, Category Bstandard approved, but the reality is that it is not.
proofs are being developed—and perhaps I am notThe underlying thing is that we are pleased with the
overstating it—as a way of getting around WTOprogress that has been made by the Government
rules and technical barriers to trade, which I thinktowards making sure that the timber they procure is
they are known as, so that you could have a lessersustainable.
standard but still say that the timber is sustainable in
some way and still feel good about it.Q48 Mark Pritchard: You mentioned your
Mr CliVe:We have written to CPET recently asking630 members: what relationship do you have with
their opinion of whether our aforementionedGreenpeace directly?
controlled wood standard provides a guarantee ofMr CliVe: I believe Greenpeace International and
legality and sustainability according to CPET, butGreenpeace UK, as separate entities, are members.
we have not had a response yet, but the letter onlyThat is the sum total. Both those organisations, I
went a few days ago.believe, would pay a membership to FSC

International.
Q56 Colin Challen: In relation to FLEGT, are the
proposed voluntary partnership agreements aQ49 Mark Pritchard: Given your earlier comments

about taking on board the views of members, I am positive step, or are they simply postponing an
inevitable ban on the import of illegal timber intointerested in your comment about CPET being

viewed by your organisation as reasonable—you the EU?
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Mr CliVe: Again, FLEGT is not something that we Q60 Colin Challen: Are you able to say what
proportion of illegal timber is coming into the UK?know a great deal about. I can tell you the FSC
Mr CliVe: No, we do not collect any kind ofposition: it is simply that we welcome any initiative
information like that, as an organisation.that reduces the capacity of countries to import or
Mr Robertson: It is thought that from someexport the product of illegal logging. It is great to see
countries where there is a high degree of risk ofillegal harvesting being discussed so widely by so
getting illegal imports, it could be as much as 80%.many governments across Europe because five years
It is also notable that illegal imports of timber areago it was not a problem that was raised much.
depressing world timber prices by between 9 andAgain, internally, as we have discovered over the
14%.years that we have been trying to develop systems to

ensure that timber has been legally harvested, we are
aware that there are many hundreds of local and Q61 Colin Challen: So if it were eVectively banned ininternational laws that are potentially applicable to this country, the timber trade would grind to a halt.
import and export of timber, and we are aware that MrCliVe:Wedo not know howmuch illegal logging
a great deal of timber that is legally logged has come is coming in. We concern ourselves with FSC-
from poorly-managed forests. One of the reasons certified timber, not other timber.
that the FSC system was set up by the industry, the Mr Robertson: This is why you need a third-party or
social groups and the environmental groups was second-party, at least, auditing system to show
to create one system that could guarantee the where there is high risk and what proportion is
provenance of timber as coming from a well- actually being illegally harvested. In many places,
managed forest, taking account of all relevant laws, you could have a paper audit; but what would this
by-laws and international law—standing aside and prove? We look at the forest management unit level
being able to provide that independent third-party in these high-risk areas to ensure that it is legal.
guarantee.

Q62 Colin Challen: Do you think that your eVorts,
Q57 Colin Challen: In the overall supply chain, the eVorts of the UK Government and those of the
where does the onus really lie for people to enforce European Commission are having any impact at all
legal sanctions? It seems to me that some countries on the great increase in timber from China that is
will not have the fitness or capacity to do it; but if passing through?
you cannot stop it there, the stuV has gone! MrCliVe:What I can say is that in the last two years
Mr Robertson: This falls within FSC’s controlled we have seen China has had 110 companies with an
wood standard. We are not looking to prove total FSC chain-of-custody certificate, which were not
legality. As Nick has explained, this is a very tall there before; so that is 110 companies that are
order. You are asking, does everyone meet every audited and capable of producing FSC-certified
law?We look to see that there is no evidence of non- timber products.We currently have only four forest-
compliance, rather than that they have complied management certificates in China, nearly half a
with every law. million hectares, which was not there a few years

ago. The FSC system has allowed those in China
who want to provide sustainable timber to theQ58 Colin Challen: Do you keep records of
rapidly-growing demand in Western markets toprosecutions that take place in other countries? Is it implement systems that allow them to do that.possible to keep tabs on that? MrRobertson:Recently, inMay of this year, we had

Mr CliVe: We keep records of anybody who has a senior Chinese delegation that was invited by FSC
gone through the FSC complaints procedure and hosted by FSC UK to come and look and see
because we can only concern ourselves through the howwe do things in theUK.They are very interested
certification bodies with people that carry FSC in the UK Woodland Assurance Standard
certification. (UKWAS); it has a great deal of government

involvement as the Forestry Commission are
involved, and they were interested to see the system.Q59 Colin Challen: Does any other agency keep
I have received word from them since I hosted themrecords of this kind of oYcial government
here that their move towards certification willimplementation of sanctions?
rapidly increase.MrRobertson:One of the elements of this controlled

wood system that we have developed is a risk
register. What we will do in order to help this Q63 Colin Challen: Have you had any discussions
situation is to look at where there is low risk of there with major importers of Chinese-manufactured
being illegally harvested timber; and these areas will products mainly from timber—and I have
then not need an audit; they will not need a third mentioned Ikea as an example of that—to discuss
party. Even in the UK there is illegal logging, but we with them their standards and how they ensure that
have laws in place to try and prevent this happening. they have sustainability principles through their
It is on a very small scale but it does go on. We are supply chain? Is that something that you could do?
saying that in areas where there is much higher risk, Mr CliVe: That is not something that we have done,
then there will have to be a third-party audit to show nor that we would do. Our standard is our standard;
that the good people are there and that these good anyone that wants to adopt the FSC system is

welcome to do so.people are harvesting legally—
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Q64 Colin Challen: But do you not go out and illegally felled timber is where you have not got a
licence from the Forestry Commission to go and fellproactively sell it tomajor importers of timber; or do
this timber, and there are rules around when youyou just wait for them to knock on your door?
have to apply. People do get picked up by—Mr CliVe: With the resources that we have, we

engage where we can, but it is not easy. I would love
Q67Mark Pritchard: I would hate to think that thisto be able to, but we do not have suYcient resource.
inquiry would be making recommendations when
we have not got our own house in order in the UK.Q65 Chairman: Mr Robertson, can I check
Mr Robertson:No, I would say that we have got oursomething you have just said? You said that there
house in order. There is a very low risk of illegalare laws in place to prevent illegal logging. What
timber in the UK.were you referring to then?

Mr Robertson: I think I referred to the UK Q68 Mr Hurd: You mentioned lack of resources:
specifically. how many people work for the Forestry
Colin Challen: Tree preservation orders! Stewardship Council?

Mr CliVe: FSC UK has five staV members. I do not
Q66 Mark Pritchard: You said there was illegal know the exact number at FSC International but I
logging going on, though limited, in the UK.Would would guess it is about 20.
you like to name and shame? Chairman: Thank you for coming along and giving
Mr Robertson: I think you would need to approach evidence this afternoon. I am sure that as the inquiry
the Forestry Commission on that one, because that proceeds we shall become more familiar with the

acronyms!is the regulatory body. As I understand it, any

Supplementary memorandum from the Forest Stewardship Council (FSC)

The following note is submitted in addition to the written and oral evidence we have already presented
to the EAC. As promised during the evidence session this note aims to clarify FSC involvement in the
FLEGT process and FSC’s status with the World Standards Services Network (WSSN).

FSC involvement in the FLEGT process

StaV from the FSC International Centre (FSC IC) have attended a number of meetings that contribute
to the FLEGT process. FSC IC has formally commented to the Royal Institute of International AVairs as
part of FLEGT and met with them on the subject.

FSC are keen to ensure that the FSC Principles and Criteria and the FSC Controlled Wood Standards
(for the non FSC certified portion of FSC labelled products) meet the needs of FLEGT.

Input to FLEGT has also come from FSC in Russia. Both the FSC Russia National OYce and FSC
Russia Working Group are engaged in the FLEGT process. The chairman of the FSC National Working
Group, Mikhail Karpachevsky, was elected (by Russian NGO’s) to represent NGO’s in a ministerial
meeting on 21st November in St. Petersburg, and he is preparing a joint NGO statement on the FLEGT
process.

The FSCRussia National OYce, together with the Russian National Certification Council (similar to the
Federal forest agency) has won a grant from the Ministry of Natural Resources of Russia (the oYcial
FLEGT body) to develop national recommendations on wood tracing systems, and enhancing certification
procedures to ensure legality ofwood supply. This is the first step to development of FLEGTnormative acts.

FSC is the only voluntary certification scheme currently operating in Russia. It covers 6.3 million ha of
forests (2nd largest area in Europe) and a further 7 million ha are progressing towards FSC certification. It
is hoped this will create the necessary critical mass to harmonise FLEGT and FSC requirements.

The FSCRussia national oYce proposed andwidely disseminated the view that the FLEGTwood tracing
systems should be based on the FSCChain of Custody standard, and use FSCControlledWood assessment
principles.

FSC’s internationally accepted standards

FSC has been recognised by the World Standards Services Network as an International Standardizing
Body (ISB) in the area of forest management, and is listed as such on the WSSN database (see http://
www.wssn.net/WSSN/listings/links—international.html).

FSC considers the FSC Principles and Criteria for Forest Stewardship to be its core international
standard (FSC-STD-01-001), and this is widely recognised internationally (65 million hectares of forest and
plantation certified under this international standard, 4,000! companies in 77 countries trading in products
certified to this standard).
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FSC is not aware of any comparable international standard for responsible forest management designed
explicitly for use at the Forest Management Unit level and setting clear performance requirements.

FSC considers that the FSC P&C (and the associated standards for their implementation) is an
appropriate international standard against which any regional, national or sub-national standards
(including national standards recognized by PEFC or similar schemes) could be evaluated.

November 2005

Memorandum from Timbmet Group Ltd

1. TimbmetGroup is theUK’s leading importer and distributor of hardwood timber and wood products.
The group of companies is committed to pursuing a sustainable business agenda, as outlined in Timbmet’s
Responsible Business Policy. Over the past year the company has facilitated the main timber industry
contribution to the G8 on behalf of a group of leading African concessionaires, and European importers
and end users of wood.

2. The company has teams dedicated to accessing and developing supplies of credibly well managed
timber and to developing the market for sustainable timber product solutions. A significant proportion of
the Group’s turnover is directly related to the construction sector, through main contractors, sub-
contractors and merchants.

Government Policy on Illegal Logging/G8

3. The issue of illegal logging concerns three main government departments—DEFRA, DFID and the
FCO. Policy issues range from DEFRA’s responsibility for timber procurement to DFID’s support for
forest governance measures in developing countries.

4. The coordination of government policy between these departments is strong and can genuinely be
referred to as “joined up government”.

5. The UK’s decision to place illegal logging on the G8 agenda and to address it was very welcome. G8
Environment and Development Ministers met in Derby in March and issued a strong statement that was
subsequently endorsed in July by the G8 Heads of State meeting in Gleneagles. It is clear that oYcials and
ministers invested considerable eVort in this process and many within industry welcomed the resulting
statement from the G8.

6. In response to the G8’s statement Chief Executives and Managing Directors representing some of the
largest importers, African concessionaires and end users of timber will shortly be meeting with the Rt Hon
Elliot Morley MP and Hon Gareth Thomas MP to address how industry and the G8 can work together to
implement key aspects of the statement.

Central Point of Expertise on Timber (CPET)

7. Timbmet along with many within the industry welcomed the creation of CPET. We also strongly
support the government’s determination to remove illegal and where possible unsustainable timber from its
supply chain and we recognise the commitment shown by Ministers to this issue over the years.

8. Whilst the work of CPET has been positive, it is worth noting that it has taken a considerable length
of time to arrive at the current position. Only now is the market being given the clear guidance it has
been seeking.

9. Critically, CPET’s Phase 1 report in November 2004 provided the basis for assessment of timber
certification schemes1 against government contract criteria for legal and for sustainable supply. The report
very usefully clarifiedmatters of significant debate between suppliers, purchasers and environmental NGOs.
In particular, the report found that two schemes (CSA and FSC) provided acceptable guarantees of legal
and of sustainable supply, and that three schemes (MTCC, PEFC and SFI) provided acceptable guarantees
of legal supply.

10. The November 2004 report has been very influential, not least on those schemes that were judged not
to provide satisfactory guarantees of legal and sustainable timber supply, namely MTCC, PEFC and SFI.
In response to the report, PEFC and SFI revised their standards in order to comply with the government
contract criteria for sustainable timber supply. The August 2005 reported re-assessment of these revised
standards, finding them to be compliant, provided a useful further clarification. This clearly shows the
importance attached to government procurement and the ability of purchasing decisions to influence the
market positively.

1 The assessment criteria are applicable to assessment of any timber certification scheme, although the report was limited to
assessing the Canadian Standards Association (CSA), Forest Stewardship Council (FSC), Malaysian Timber Certification
Council (MTCC), Programme for the Endorsement of Forest Certification (PEFC) and Sustainable Forestry Initiative (SFI)
scheme standards.
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11. CPET’s assessment of timber certification schemes has made clear the requirement of government
that any certified timber product supplied to government contracts needs to credibly demonstrate that it is
compliant with specific criteria. For instance, the SFI scheme is now accepted as “legal and sustainable”
supply onlywhen full chain of custody evidence is in place that proves that aminimumof 70%of the supplied
timber product contains wood from SFI certified forests.

12. It is important for the Committee to note that although the majority of temperate softwood supply
is certified, the majority of hardwood product supplied for government contracts, particularly tropical
hardwood product, is still not certified by any of the government recognised schemes (CSA, FSC, MTCC,
PEFC or SFI). This will continue to remain the case due to the length of time it takes for a timber concession
to reach certification standards, as well as the considerable financial and human resource investment needed.
It is therefore essential that both purchasers and suppliers are given clear guidance on how they can ensure
that non-certified hardwood product complies with government contract requirements for “legal” and for
“sustainable” supply.

13. CPET needs to provide unequivocal guidance on assessing acceptability of supply that is not from
an acceptable certification scheme. In particular, clarification is needed on:

— criteria for “legal”, for “progressing to sustainable” and for “sustainable” supply;

— the type and format of evidence (forest management and chain of custody) required to prove that
the specific set of criteria have been met;

— under what circumstances independent verification of the evidence is required; and

— what constitutes acceptable independent verification (processes and organisations).

14. It is generally acknowledged by government that importation of tropical timber products made from
illegal logs is a major problem. Public procurement oYcers should therefore contractually require
independent verification of the evidence submitted as proof that oVered or supplied timber products meet
explicit criteria for “legal”, “progressing to sustainable” and “sustainable” supply. Apart from removing
risks of sourcing timber product from illegal logs, such a requirement will provide readily accessible evidence
and robust monitoring of implementation of policy. It will also stimulate producers to improve forest
management practices.

15. As well as prescriptive guidance and back-up support from CPET, training of government buyers in
specification, in evaluation of submitted evidence and in monitoring of implementation to the point of
delivery will be needed.

Meeting Timber Procurement Policy Requirements

16. The government needs to provide clear guidance on how conditions of contract will change in order
to ensure compliance with its own policy (being that all “timber and timber products [are bought] from
sustainable and legal sources”).

17. Specifically, when and how will the government tighten contractual conditions from the currently
required “legal” supply with an option of also supplying “sustainable” product. Such clarity is not only
important to purchasers but also to producers and importers.

Certification in Developing Countries

18. Although credible independent certification schemes are founded on sustainable forest management
principles, criteria and indicators, implementation in developing countries does not necessarily provide
adequate protection for biodiversity within forests. Not only are current models of sustainable log
extraction based on an inadequate ecological understanding but for themost part, the sustainable extraction
of non-timber forest products, such as bushmeat, medicinal plants, local building materials, is not included
within management indicators. That said, introducing wildlife management criteria into government
contract conditions would introduce complexity that would lead to a breakdown of compliant supply.
Individual certification schemes need to be encouraged to evolve standards that take account of wildlife in
an implementable way.

Costs of Certified Timber

19. In requiring supply of sustainable timber for government contracts, a trade concern is that economic
considerations will take precedence in final purchase decision-making. Based on experience with softwoods,
much of the market believes that there is no “premium” cost for certified sustainable timber. This is not,
however, true of hardwoods. A study byMansell plc indicated an average cost diVerence of!10% between
certified and non-certified softwood and hardwood product, with marked variation in individual cost
diVerentials of approximately !30% (Simon Wright, personal communication).
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20. A recent study of available data for tropical timber production2 indicates that certified South East
Asian suppliers need to charge a premium in the range 10–20% to compensate them for the net cost of
sustainable forest management certification. This cost diVerence reflects direct costs of compliance with the
certification standard, increased costs of production at source and opportunity costs (through reduced
yields).

21. A commitment to sustainable timber therefore requires a commitment to increased raw material
timber cost. It is important to understand that this cost is a very small proportion of the total costs of a
construction project, and an irrelevance as far as building operational costs, which constitute a significant
part of the life time environmental impact of a building, are concerned.

September 2005

2 Richards, M. (2004)What do we know about the costs and benefits of tropical timber certification? Draft report commissioned
by Timbmet Group Ltd (Oxford).

Witnesses: Mr Simon Fineman, Chief Executive OYcer, and Mr Adam Matthews, Political Consultant,
Timbmet Group, examined.

Q69 Chairman: Welcome this afternoon. You have Q72 Mark Pritchard:What about tropical?
Mr Fineman: That would be the other 40%.sat in for the previous part of our inquiry. I should

just like to get the context right for us at this stage. I Chairman: That is getting easy!
am aware that you have been lobbying for many
years for the Government to address the issue of Q73 Mark Pritchard: Exactly—there we are! What
illegal timber, and we heard in the previous session proportion of your timber comes from an
about the gold standards that were needed.Why is it independently certified source such as our friends
so important to you, and howmuch progress do you here from the FSC?
think has been made? Can you put in context for us Mr Fineman: It has increased massively in the last
how important this inquiry is? few years from an abysmal low of less than 1%. You
Mr Fineman: Good afternoon. Probably 12 years asked about those that are independently certified,
ago Timbmet was the leading hardwood importer in and I need to check this, but I think the last time we
the country. We were invaded by Earth First counted it was 37%1. We do have a pretty
activists who pointed out to us in no uncertain terms sophisticated auditing process all of our own, to try
that a great deal of the timberwewere importing was and guarantee that everything is at least legal.
illegal, and it took us quite a few years after that to
come to terms with the fact that as a family-based Q74 Mark Pritchard: We have had a discussion
business we considered ourselves respectable and about the credibility of diVerent schemes. What is
responsible, and yet we were caught up in what we your view on the credibility of diVerent schemes; and
had to admit was an illegal trade. Despite the fact is there a price diVerence that you recognised, based
that we are big relatively, with a turnover of over upon the certification of the diVerent schemes?
£100 million and employing 700 people, we felt that Mr Fineman: The number of labels is confusing for
we had a responsibility to grab hold of the issue and everybody. I personally do not believe that the
move it forward; and that is what we have been marketplace can cope with more than one or two,
doing ever since. and there are already five or six credible labels. I do
Chairman: Thank you. That is a very fitting start to not think we have very much doubt at all that the
this part of our evidence. FSC is the gold standard, but we also recognise that

it is a very diYcult gold standard for certain areas of
the world to aspire to. In order to solve thatQ70MarkPritchard:You call yourself UK’s leading
problem, we have encouraged our suppliers,importers and distributors of hardwood timber and
particularly in West Africa, Central Africa,wood products; what proportion of the UK
Indonesia and the Far East—I hope we have nothardwood market do you supply?
complicated things, but we have created anotherMr Fineman: That is a really diYcult question
standard all of our own2 where we have encouragedbecause I do not think anybody collects statistics.
them to progress to FSC-certified. We have said toWe see ourselves on the hardwood side competing in
them: “If you can prove to us through a third-partya marketplace of about £300–350 million, and of
audit that what you do is at least legal, then we willthat we possibly represent 15% to 20%. It is a very
recognise the improvement youmake year on year, iffragmented industry. There are a lot of players,
you have a programme that eventually gives us FSC-ranging from very small importers to large players
certified timber.” We call that “verified progress”.like ourselves.

Q75 Mark Pritchard: IVP—your scheme is called
Q71 Mark Pritchard: What proportion of your Independently Verified Progress.
timber comes from temperate forests and howmuch
from tropical areas? 1 Witness amendment: 34%—for sawn and machined timber
Mr Fineman: I would guess round about 60% comes including independently verified product.

2 Witness addition: but bringing together NGO initiatives.from temperate.
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Mr Fineman: Yes. We have enormous trouble there is a market for that product and a way of
encouraging those companies to continue along theexplaining to our customers what that is all about. It

is a significant challenge to us. In fact, we have road to full certification. That is where the FLEGT
process comes in, and the CPET process, ensuringenormous problems explaining to our own staV

what it is all about because it is an immensely that markets for legal and sustainable timber are
growing in theUKand hopefullywithin the EU.Thecomplicated—
diYculty is that to get to the FSC standard for
African producers is phenomenally challenging, andQ76 Mark Pritchard: Can you elaborate on the
it is a long road. I know that FSC are consideringdiVerences as you see it?
introducing an interim step, a step that can beMr Fineman: Between the diVerent standards?
recognised between the high standard and those that
have achieved a legal level needs to be recognised.Q77Mark Pritchard:Yes, why you have done it and
Again, CPET perhaps needs to do that as well.then the diVerence between your own standard and

the FSC.
MrFineman: I would not say that we had a standard. Q79 Mark Pritchard: Apart from the sales invoices
I know I have just said we have a standard, but we and trail of paperwork in procurement, physically
try and take the recognised standards, and to that on the timber is there any stamp that would tell me
end CPET has been extremely useful because it has that something coming into port is sustainable; I can
certainly highlighted some standards that are see it there, and it has a red triangle or a leaf or
acceptable to the Government. We have taken those whatever stamp on the end?
standards and said: “We will honestly try and pass Mr Fineman: All the diVerent schemes have a
those standards on as accurately as possible so that trademark, and usually it is on a label on the timber,
our customers understand what they are buying. not on the timber itself. It is on a label attached to
Once we have done that, we then recognise that in the timber.
certain areas of the world it is just not possible to get
to any of those standards, especially FSC, overnight.

Q80 Colin Challen: Mr Fineman, have you everYou have to allow a period of, I would guess,
turned away a customer because you could notanything up to about six to 10 years before they are
source their requirements from a sustainable source?able to get to it3.

Q78 Mark Pritchard: Do you think there is an Mr Fineman: I think we have often had to say that
element perhaps of a danger of, if you like, standard we cannot do it, yes, unfortunately, yes.
clutter? You mentioned that there are five or six
credible schemes, and yet you suggest that perhaps
five or six are too many, and therefore the public Q81 Colin Challen: What happens to them, do you
might be confused. Are you arguing for a single know? Do you ever get to hear on the grapevine
scheme; and, if so, which of the five or six credible what they have done?
schemes should not be around? Mr Fineman: Well, I do not think they always find
Mr Fineman: Well, a bit like the FSC, I would what they are looking for, so they probably have to
absolutely love there to be one standard, or two at compromise their high standard at some stage.
the most. I recognise that cannot be the case. The
way we cope with that commercially is to try and

Q82 Mr Hurd: I have got some questions about theconvince our customers that the brand of Timbmet
demand side for legal timber, but first of all I haveSilverman stands for legal and sustainable timber. If
some questions about CPET and your views on howyou mention those words to us, you will get a
it is working today. I understand you have expressedresponse that supplies youwith legal and sustainable
some criticism and concerns in the past. How wouldtimber, andwe take the complexity out of it from the
you summarise your level of satisfaction at thecustomers’ point of view. The customer can take it
moment with CPET?to whatever level of sophistication that they want to,
MrFineman: I think the focus of our criticismwouldbut more often than not we are explaining to a
be on implementation. Overall, we think it iscustomer what it is all about; it is not the customer
tremendous. It has moved the issue on a long way,coming to us and demanding a certain level of
particularly with regard to governmentsustainability.
procurement, but there is still a problem, that theMr Matthews: In relation to the reality, for
actual people who are procuring timber forproducers in Central & West Africa producing
government projects do not understand the issueshardwoods for the UK or European markets, there
and do not even understand the specifications thatare two companies that are on the verge of FSC
are handed down to them. When we first becamecertification—and one might have just got it for a
aware of this problem, our response was that we setspecific concession. Timbmet is looking at those that
up our own training organisation where we actuallyare legal and working closely with the companies
invited them to come and see us and, inthat are prepared to move towards FSC, for
collaboration with Greenpeace, we formed a dayexample, the high standard, and trying to ensure that
course and we were educating people, contractors,
specifiers, even architects, on how to interpret the3 Witness amendment: although for Verified Progress,
environmental specifications in contracts forproducers working through theWWFProducerGroups and

TFT have to get FSC within five years. government.
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Q83MrHurd: Is that a role you are still performing? the government procurement policy, the further
away you get from those that actually are fully awareMr Fineman: Well, yes, but we have kind of
of the requirements under the policy, so greaterexhausted all the guys who were going to come and
resource would enable those to actually know whatspend a day with us and now what we find is that the
the policy is, what they need specifically to specifybest we are going to get is an hour of their time in
and the diYculties in actually specifying.their premises, so we do not run a formal course in

the same way that we used to. Instead, we send
people out to them to spend an hour talking to them. Q85 Mr Hurd: Can I bring you back to the issue of
More often than not, this issue comes to light standard clutter, an expression Mr Pritchard used.
because after the event somebody has realised that We have heard very clear signals that FSC is the gold
there was an environmental specification which they standard.We have heard some criticism fromNGOs
have ignored. If you phone up Timbmet today and that the other specifications are significantly weaker
you say, “I want to buy some timber for a and in fact there have been some questions about the
government project”, that will immediately trigger suitability of their being certified. Do you have a
in the salesperson at the other end of the line a view on that, on the suitability of the other four
response of, “Do you know about certification?” If certification schemes and, therefore, CPET’s
you do not mention that it is for government and decision to endorse those as suitable?
somehow or other it does not come out in the Mr Fineman: I think in the context of certain
conversation, which is quite likely, then the whole supplier countries having been shown to be
thing can be ignored and it only catches up with producing up to 70% or 80% illegal logging, I think
somebody afterwards when I assume somewhere any independent standard is better than no standard
further down the supply chain when the building is and all of the standards are a massive improvement
finished some bright spark says, “Where did the on illegal logging, so I am very supportive of all of
timber come from?” and then all hell can break loose them and I cannot see that it is my place to choose
and often has. between them.

Q86Mr Hurd: So no judgments on the suitability ofQ84 Mr Hurd: So is the role for government, as far
as you can see, in terms of educating those any of the other four schemes or the decision process

that led to them being endorsed?responsible for public sector procurement?
Mr Fineman: Not from me. Would you?4Mr Fineman: I think it ought to be, yes.
Mr Matthews: Clearly I think, from an industryMr Matthews: As a broad project, CPET has been
perspective, a company that has been here for 100able to provide clarity to the market and that has
years and will be in 100 years’ time, the highbeen extremely important. It has taken a long time
standard is the one that we would like to see adoptedto get there and I think the industry has been
across the board, but there are steps to achievingprogressive and I think the industry wanted to see
that. It is unhelpful competition between standardsthat happen a lot earlier, but we are there now. They
to the industry and clearly government procurementhave categorised the schemes and that has been very,
policy specifying that X standard meets itsvery helpful to operators. It has sent an important
requirement is very helpful, but I think it is verymessage back also to producers in, for example,
diYcult for us to be able to comment specifically.central and west Africa where they know of the

schemes, but the market is still small in terms of
sustainable timber. In terms of actually setting a date Q87 Mr Hurd: One of the specific concerns of the
for when sustainable becomes a basic requirement of NGOs is that the assessments are very much desk-
government purchasing, that has yet to be done and based and they urge that implementation should be
I think that is very important. That will help looked at on the ground. Do you have a view on
encourage the market considerably to be able to that?
respond to increased demand and it will help those Mr Fineman: I think that is absolutely right, but I
producers that are struggling in central and west think all of the standards that CPET approves, to
Africa where, for example, the Commission for the best of my knowledge, they actually do look on
Africa is focused on actually trying to encourage the ground. They look at the forests themselves and
investment. That will help those kind of progressive they do require a certain degree of independent
producers actually respond to that demand and at certification.
the moment there is not actually a set date, I Mr Matthews: I think it is also worth noting the
understand, for when that will become a minimum response of a couple of the standards that did not
requirement, so that would be useful. The other reach the sustainability criteria. Okay, the UK
problem, I think, with CPET is that there has been market is reasonable, but it is by no means the
phenomenal work done by those in it and the staV biggest player at all and yet, through CPET’s
there, but they are under-resourced and part of the ranking of the standards to legal and sustainable,
reason that people, contractors and those actually
specifying timber in government projects, do not 4 Witness addition: where an NGo criticises a scheme—eg

Greenpeace’s critique of MTCC—we take the allegationsknow the full facts is because they do not have the
seriously and probe the various stakeholders in an attemptresources centrally in CPET to be able to fully
to understand the reality. Commercially, we accept theeducate their own people and purchasers across schemes until there is consensus fromNGOs and the market

government. The further you get away from central that we shouldn’t (unless we otherwise become convinced
through consultation that we shouldn’t).government to agencies, et cetera, that come under
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you have two schemes that immediately have gone Q91 Mr Ainsworth: Do you ever have discussions
away and reviewed their processes to actually ensure with the National Housebuilders’ Federation about
that they can provide the sustainability standard, so access to sustainable timber?
I think that is an example of the power that the UK Mr Fineman: I am not aware that we have
Government’s own procurement can play in the discussions with them directly. We certainly talk to
market which is quite important. housebuilders, but we are not in that world

particularly because they tend not to use that much
hardwood. Most houses are built of softwood and itQ88 Mr Hurd: I am getting slightly mixed messages is a bit oV my agenda really.because oneminute you are saying that any standard
Mr Matthews: I think the TTF are up next who dois better than no standard at all, but, on the other
have a far greater dialogue with some of these bodieshand, you are saying it would bemuch better to have
and they will be able to respond on that.one standard. Surely it would be better to have one

standard if you could find a way of reporting or
measuring people on their road towards achieving Q92 Mr Hurd: Do you find you are having to do a
that one standard? Do not all these other standards lot of education of consumers about sustainable
just clutter the horizon? timber? You talked before about the need to educate
Mr Fineman: Yes, I think that that confusion comes government about its own procurement.
in because, having been around in the industry for as MrFineman:Actually Adam and I were in ameeting
long as we have, we kind of know that it is almost last week when we were talking about preparing for
unattainable in reality. It is very hard for me to this and at the same time a housebuilder dropped in
imagine, having been to places in west Africa, that on us. He was building holiday cottages in Wales
there is a reasonable step chance within my career of and I popped down to talk to him, as you do.He had
them hitting the gold standard; I just do not believe a contract for 60 houses and they had wooden floors
they will. I do not quite know why you asked the and they were clad in wood as well. I was with my
question, but I wonder if it is because you are colleague who is our environmental responsible
looking to get a gold standard into government purchasing manager, whatever, and he said to him,
procurement, which is great, but an awful lot of the “Well, aren’t you interested in certification?”, it is a
market, by far the larger part of the market, is the very typical conversation, and he said, “Oh, yes,
non-government market, the private market for that’s a good idea”. Then we got on to talking about
timber and that is where we have our big, big it and it transpired that in order to buy certified
problems because there we are competing head on product for those houses, it would cost around
against people who are peddling illegal timber on the about £400 extra per unit and that was it, that was
UKmarket and day in, day out they are doing it and the end of the discussion. They were not going to pay
they make life commercially extremely diYcult for a penny more for it, so they are interested in it, and
us. this is very typical, they are very interested in it until

they hear the price.
Q89 Mr Hurd: I want to come on to ask about the
demand side, but I have a final question on CPET. Q93 Mr Hurd: Do you get the sense there is any
Would you like to see it extend its work to cover knowledge of any certification schemes other than
timber products and paper? FSC?
Mr Fineman: I think it has to, yes, because, as you Mr Fineman:We were not actually pushing FSC on
mentioned earlier, there are so many timber- to them, but we were suggesting the Canadian
manufactured both components and products standard for the cladding which would have been
coming in not just from China, but from the east western red cedar and the flooring, I cannot
generally and from eastern Europe and it is remember.
important that they are regulated just the way
everything else is.

Q94 Mr Hurd: But in general do you detect a wideMr Matthews: Also it would be useful to get local
awareness of the certification schemes other than theauthorities to adopt CPET. I know there is no
FSC for those who are interested?authority to do that, but they have a very large
Mr Fineman: I think that there is a very smallmarket. The other gap is foundation hospitals which
minority of customers who are well informed andhave no requirement under CPET to adopt their
know what they want. Usually when they do knowstandards, but it might be worth reviewing that.
what they want, they want FSC. I think the rest, as
I said earlier, rely on us to do it for them and they

Q90 Mr Hurd: So demand for legal timber, is it just will take our word for it.
the public sector or are there other major buyers?
You just said there were.

Q95 Chairman: You did not suggest to your WelshMr Fineman: It is very much driven by the public
housebuilder that he should maybe invitesector and the remainder of the demand comes from
Greenpeace to come along and point out the error ofcustomers of ours who are then selling on to
his ways, did you?government. I do not think there is any groundswell
Mr Fineman: I think there is always that fear inof demand that comes from private industry or the

private construction sector. their minds.
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Q96 Chairman: Consumer power. into the consultation, so you have the importers and
also the end users like Travis Perkins. We held aMr Fineman: There is a fear in their minds that that

will happen, but what he said was, “My customers consultation in January with DFID and Defra in
their capacities in the G8 and we submitted to thearen’t interested in paying for it and, therefore, I’m

not prepared to absorb the £400 from my margin”. ministerial meeting in Derby and we were
encouraged by the statement and range of measuresThose were pretty much his words.
that came out of the Ministerial and which was
subsequently endorsed by theHeads of State. One ofQ97 Mrs Villiers: I am going to ask you about
the measures was endorsement of the FLEGT andsomething called FLEGT. We were debating earlier
there was an important step from the consumer sidehow to pronounce it. I would like to ask you about
in the European market and the other measures wethe FLEGTAction Plan. How do you view progress
are looking at are what industry can specifically doon that Action Plan to date?
to support the implementation of that statement.Mr Fineman: I virtually know nothing about
This consultation is between a bunch of chiefFLEGT, I am afraid. Adam, you do.
executives, managing directors and directors thatMrMatthews: I think it is a good initiative. Again it
voluntarily come together and want to move thishas taken a long time to get where they have. The
whole issue forward a bit quicker than it currently isUK Government’s role in FLEGT has been very
and the G8 was a good vehicle to do that.positive especially during theUKPresidency. I think

yesterday it was announced that it has been finally
agreed and we can now enter into discussions on Q99 Mrs Villiers: I would like to ask you about one
voluntary partnership agreements. As an initiative, of the Action Plan’s main features, the voluntary
it is very positive. It is sending a message to the partnership agreements. If you were a timber-
market and clearly the greater clarity that can be producing country, would you consider these to be
provided in the European market, the better. beneficial or would signing up to exporting only
Standardisation of purchasing within the European legal and obviouslymore expensive timber to the EU
market, if it can lead to that, would be good, but the be problematic when perhaps their competitors
potential for it to deliver some tangible results in would be continuing to sell illegal and cheaper
terms of increasing imports of certified, legal wood timber to the EU?
from regions that it has voluntary partnerships with MrMatthews: The Timber Trade Federation who is
is good. I think it is a step along the road to giving evidence afterwards has been far more closely
eventually the banning of illegal logs more broadly, involved in the intricacies of the whole development
but, as an initiative, it is encouraging. It is helpful to of FLEGT and I think they have spoken and made
the industry, and as for Timbmet’s role within it, we very eVective representations in relation to that. I
need to be very clear that Timbmet has made some think it is worth noting that the diYculties for
contribution from the industry as an individual countries to meet the requirements under that are
company on FLEGT and in a more broader sense going to be considerable for African governments. Iwithin theG8 illegal logging process that theUKhas think governments will respond because the marketled on under its Presidency and obviously FLEGT is valuable, but it is not the only market and clearlyforms part of that. In terms of the broader G8 there are competing interests elsewhere, but there isagreement in and actions that the G8 can support in

the potential that this market pays more if therelation to producer countries, we are looking at
product can be developed and if we could level themeasures on transparency andwhether those criteria
playing field in favour of actually a market incan be introduced into the operations of producers,
Europe of timber that is legal where there is a fairso that is some of the work we have been doing, but
price paid for it, then if the voluntary partnershipbroadly Timbmet is supportive of the FLEGT
agreements do that, then that is something theinitiative.
industry is very supportive of and Timbmet in
particular.

Q98 Mrs Villiers: So the work that you are doing in
relation to that initiative, that is working with the

Q100 Mrs Villiers: There would still be the questionBritish Government in their Presidency of the G8.
of perhaps getting through to the consumers that itPerhaps you could expand on that a little.
is worth paying a higher price for timber that isMr Matthews: Basically about a year ago with the
sourced froma sustainable source because obviouslyUK Presidency of the G8, Timbmet has facilitated a
the competitive disadvantage would be eroded ifdialogue with no particular agenda, but basically to
people were prepared to pay a higher price foruse the opportunity of the G8 Presidency where
timber from those countries that had entered intoHilary Benn andMargaret Beckett bothmade illegal
the voluntary partnership agreements.logging a priority. There was the Derby ministerial
Mr Fineman:Well, it is not even an issue for us, is it,meeting which they co-hosted and the two issues of
because we are already committed to saying that weclimate change and illegal logging were on the
will not buy timber that we know to be illegal? Thisagenda.We facilitated a dialogue between producers
goes to that question, which I did not answer earlier,predominantly from central and west Africa in
which is whether you get a premium if you canrelation to a focus on the Commission forAfrica and
demonstrate that something is legal and sustainable,looking at the diYculties facing large, progressive
and a few years ago the answer would have been no,companies that are trying to move towards the

higher standards. We incorporate the whole chain but today the answer is yes, you can.
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Q101 Mrs Villiers: With these partnership properly managed to give you that guarantee about
being legal and sustainable. Who do you think isagreements hopefully becoming more common,

would you be prepared to strengthen your current looking at the transitional costs in terms of not just
the extra costs once you can make that connection,commitment? At themoment you are committed not

to buying illegal timber, but would you make a but the transitional costs of putting whatever it
needs to be put in place?commitment not to buy timber that comes from

countries that have not entered into one of these Mr Fineman: Well, at the moment both Timbmet
and our suppliers go out some way on a limb topartnership agreements? Would you confine your

buying to those countries that have entered into finance it and I think one of the things we would love
to do is find some kind of governmental body thatthose agreements?

Mr Fineman: It is always a commercial balance would get in behind the process and finance it, but I
recognise that that is very diYcult. We do that on, Ibetweenwhat youwould like to do andwhat you can

aVord to do. I think a lot of my colleagues would say guess, a level of confidence that we will get a return
for the investment and I think it is fairly high risk forthat we have gone too far already because they see

the impact it has on some of our trading us and I think it is very high risk for producers
because that is where the majority of the cost fallsperformance, so yes, I would love to be able to say

that we will only buy from legal and sustainable because all we are doing is committing to buying the
timber after they have gone through a very expensivesources, but you can only do that if you can aVord

to do that. process. We are committing to buying the timber at
a premium and we are doing that pretty much in theMrsVilliers: I think you have probably answeredmy

next question in that case, so I do not need to ask it. knowledge that in this day and age we will have a
market for it. However, the challenge is that if you
think of some of our suppliers, for example, inQ102 Mr Ainsworth: You have presented a very
Ghana, you will have a supplier with a workforce ofethical case here for your company. Can you be
a couple of thousand and the same mill in northabsolutely certain that there is no illegally logged
America would have a workforce of maybe 100wood lurking in your stockpile?
producing the same number of logs, but in GhanaMr Fineman:No, we cannot.We try our best and we
you see 2,000 guys working away and they are ando put a lot of resource into auditing our supply
uneducated workforce, so to help them tochain, but I think that there are areas that we just
understand what is required is a massive challenge.cannot cover, hard as we try, and it is one of the

reasons why two or three years ago we started
becoming, if you like, politically active, because we Q106 Chairman: And in respect of the facilitation
realised that on our own we just cannot do it and we that you did in respect of the G8 and looking at the
have got to have the support of thisGovernment and Commission for Africa, was any of this on the
other governments to do that. agenda, looking to see how poverty in Africa could

be addressed within the context of these
transitional costs?Q103 Mr Ainsworth:What is your view towards an

EU ban on imports of illegally logged timber? Mr Matthews: The focus of the contribution was
basically around the role that industry can play inMr Fineman:Well, we would be very supportive of

it. I cannot see why we would not be supportive of improving governance and obviously, through that,
reducing corruption and poverty in countries. Theit, because from our point of view it would level the

playing field in the market. It would presumably focus has been on looking at ways that you can help
companies in transition frombasically those that arereward us commercially for a lot of the workwe have

invested over the years in trying to make sure that committed to wanting to improve their game to—
our supply chain is legal.

Q107 Chairman: So this would be an ideal opening
Q104 Mr Ainsworth:Would you be as supportive if to do that, would it not, this whole subject area?
it was structured so that the importer had the duty Mr Matthews: Yes. The other thing is really
to prove legality? providing opportunities to assist. The diYculty
Mr Fineman: Yes, because we have the structures companies have investing in the region are
already in place. phenomenal; they just cannot get credit to be able to
MrMatthews: I think it is worth just noting also that invest in broadening their activities, raising their
Timbmet is a large, progressive company and standards and putting in the reinvestment that is
despite all the systems that it has implemented, needed to achieve a higher standard because the
because the market at the moment is flooded with finance markets do not provide it, so producers
illegal logging, despite all these systems in terms of struggle on that. Therefore, part of the contribution
risk-rating of countries and markets, it is still we are continuing to make, and there is a follow-up
possible for them to enter the stream. You can do meeting we are having with Defra and DFID
pretty much everything you can at their end, but it is ministers in December, is looking at ways where
an incredibly complex market at the moment. perhaps we can oVset some of that risk for

companies or provide opportunities to support
groups of companies that are prepared to certify andQ105 Chairman: I just have two quick follow-up

questions now. Earlier on youwere talking about the commit to going to the higher standards and try to
look at ways of managing those costs, not in the waylength of time that it would take, starting now,

possibly six to 10 years, to get a forest that was that you basically pay companies to get the higher
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standards, but in the way that they can take out Mr Fineman: We were members of the TTF until
about two years ago. We are very supportive of thesome form of credit, though they pay back on it.
Responsible Purchasing Policy. We think it is anThrough that, you will see increased investment, but
excellent initiative and we would happily sign up toprogressive producers are struggling, and I think
that initiative. It is our sense that the vast majoritythat will give you a very good picture of the
of TTF members are not supportive and if they arecurrent market.
signing up to it, they are often, not always by any
means, but often having to be coerced, I guess, into
signing it and we felt that we did not want to be aQ108 Chairman: I should know this, but I do not, so member of an organisation where we did not share

can I just ask if you are a member of TTF? that common view on such an important subject
Mr Fineman: No, we are not a member of TTF. matter.

Chairman:Well, that is it. I would like to thank you
both for sharing your common view of this

Q109 Chairman: Is there any good reason why or important issue with the Sub-Committee this
afternoon. Thank you very much indeed.would you prefer to keep that to yourselves?

Letter to the Clerk and memorandum from the Timber Trade Federation

Please find attached the Submission from the Timber Trade Federation the trade body for the Timber
Industry; which speaks for circa 85% of the Industry. Its members comprise UK and overseas sawmillers,
timber importers, agents and timber merchants.

Supporting this submission are the trade organisations listed below:

British Woodworking Federation The UK Timber Frame Association

Confederation of Forest Industries Wood for Good

Trussed Rafter Association

TheFederationwould be happy to give oral evidence if needed. Should you require any further supporting
paperwork please do contact me.

John White
Chief Executive

The Timber Trade Federation is the trade body for the timber industry and speaks for circa 85% of the
industry. Its members comprise UK and overseas sawmillers, timber importers, agents and timber
merchants. The following organisations support the submission: British Woodworking Federation,
Confederation of Forest Industries, Trussed Rafter Association, The UK Timber Frame Association,
Wood for Good.

This submission repeats each question asked by theCommittee in announcing its inquiry before providing
the industry’s response. It is preceded by an Executive Summary.

Executive Summary

Wood is the only construction and fabrication material that can be classed as truly renewable and
sustainable—when sourced from well-managed forests.

Both supply side interventions such as the FLEGT process; and demand side interventions such as the
CPET, have an important role to play in improving the market’s delivery of more legal, and legal and
sustainable wood. Our detailed views of these initiatives are contained in this Memorandum to the
Committee.

However our summary answers to the Committee’s questions are as follows:

1. How useful has the work of the CPET proved? How should its role develop to ensure future progress on
the issue of sustainable timber procurement?

TheTTFwelcomed the establishment of CPET and believes it has had an important impact on themarket
and encouraged sustainable forest management through a standard measure of forest certification schemes.
Many countries recognise the UK’s work as pioneering and eVective. There is however work to be done to
help communicate the need for users to pay for legal and sustainable timber; converging chain of custody
schemes in a similar way to the forest certification schemes and finally determining what constitutes legal
timber in the absence of sustainable timber. The TTF’s Responsible Purchasing Policy helps in this regard.
There is also a desperate need to ensure the Government’s Procurement Policy is widely and consistently
implemented throughout all tiers of government.
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2. How reliable are the certification schemes for timber endorsed by the CPET?Are there concerns regarding
either the legality or sustainability of any of them?

They have all reached a suYciently high standard to achieve the classifications given by CPET. There are
diVerences between the schemes as they have evolved from diVerent regions or with diVerent goals. CPET
has done well to embrace these diVerences. Timber from certified forests is unlikely to be illegal.

3. Is there suYcient data available to determine where and how timber purchased by Government is sourced?

No. We invite CPET to consider ways of redressing this deficiency either through questionnaires or
surveys.

4. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU
countries do not have detrimental impacts on forests and biodiversity in developing countries: What other
approaches should be used?

No. Certification is not easy to get particularly in developing countries. Legality auditing is a possible
interim step together with alternative forms of evidence. Certification is also often adapted to large
concessions but not to small scale community forests. The Timber Trade Action Plan is an example of where
suppliers can be helped.

5. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have a significant
impact?

FLEGT is an excellent initiative although we do have some concerns which we set out in an Annex. We
do support it and the EU Regulation that seeks to ban unlicensed timber from partner countries entering
Europe. We would like to see a broader global response banning illegal timber from Europe. We have
concerns about the capacity of the EU to deliver on its ambitions and also about the diversion of timber
from participating countries to other countries.

6. Should the social impacts of forestry be taken into account within certification schemes?Would it be legal
to do so?

Yes. Most schemes cover social aspects, but their applicability must be judged within the context of a
country’s political, economic and social situation in order to deliver maximum benefit to the communities
and countries concerned. CPET should review the social aspect and use the market to improve good forest
management to deliver it in those countries where it is not a strong feature of forest governance.

7. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber
into the UK? What progress has there been on negotiating agreements with further countries?

It has been a substantial catalyst for a range of actions to tackle illegal logging.ManyUK traders stopped
trading with Indonesia on the basis of concerns about illegal logging. The TTF developed with some of its
members Mill Action Plans to improve systems to monitor 16 Indonesia suppliers’ timber for legality. The
bilateral has also spurred a number of other countries to develop agreements.

8. Does the inclusion of forestry projects in the Clean Development Mechanisms with Kyoto Protocol have
any implication for certification schemes?

Yes. They should start measuring carbon flux in certified forests and oVering this as another certification
product which, via the carbon market, could be used to finance sustainable forest management.

Detailed Memorandum

1. How useful has the work of the CPET proved? How should its role develop to ensure future progress on the
issue of sustainable timber procurement?

1.1 The TTF warmly welcomed the establishment of CPET and has been closely involved from the start,
including providing advice as industry representative on the Reference Board. CPET took a long time to
get started (2 years from the original ERM scoping study) but for a relatively small investment it has already
made a huge contribution to sustainable forest management. CPET established a credible customer
standard for measuring forest certification schemes, and thus a means of comparing them.

1.2 From the UK trade perspective we welcome this convergence of certification schemes—as the UK
timber trade organization we want to promote sustainable timber, and the plethora of certification schemes
has not made this easy. CPET has now provided a single credible standard for a good certification scheme,
and eVectively provides a framework for mutual acceptance if not mutual recognition.

1.3 The importance of this step cannot be understated; the UK government is a big timber user, but more
importantly is seen as the standard setter for the rest of the UKmarket and, arguably, further afield. Many
other markets in the EU, US, Canada and Japan have been closely monitoring CPET with a view to
adopting similar policies, and so the certification schemes themselves took the assessment exercise very
seriously indeed:
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1.3.1 Of the three schemes that failed the initial assessment, two (PEFC and SFI) have improved their
standards, resubmitted their schemes, and now been accepted by CPET as sustainable.

1.3.2 The third, the Malaysian Timber Council scheme, is currently being revised and will submit new
evidence soon.

1.4 Thus for a relatively small market (in global terms) the UK government’s purchasing power has
proven highly influential in raising international certification standards—some would even say CPET is
becoming THE international mutual acceptance framework for forest certification. UK leadership on this
issue was evident at the G8Ministerial in Derby where TTF and civil society were able to challenge the G8
ministers to follow theUK lead on procurement policy. Japan is now developing a green procurement policy
for timber as a result.

1.5 CPETs impact on themarket is just beginning, but already our customers are aligning themselveswith
the CPET standard and requesting sustainable timber as per the CPET assessment. We began monitoring
these market changes this year and submit to the EAC two reports (Annex 1a and 1b) from January and
July 2005 based on real price data collected from UK timber traders. These reports, done by a leading UK
timber industry analyst Rupert Oliver, demonstrate that traders are willing to pay more (from 3–30%) for
certified hardwood timber in response to customer demand. A key driver in this market change is the
government procurement policy.

1.6 However, there is no clear evidence yet to suggest that this willingness to accept that sustainability
comes at a price, has translated into the wider construction sector. Anecdotally, manufacturers of timber
products find that while demand for evidence of sustainability of timber used has increased, there is a
marked resistance, and in some cases refusal, towards recognising that certification schemes increase the cost
of production of timber, which in turn means paying higher prices. Government is going to be the biggest
client of the construction industry over the next few years, and CPET could play a valuable role by using
the Government’s own experience to raise awareness and understanding of this fact amongst procurement
managers, contractors and private sector specifiers.

1.7 Also, diVerent Chain of Custody (CoC) certificates are required to sell certified timber under the
diVerent schemes and this is now largely understood from forest to timber distributor, but there are still big
gaps from the trade through construction companies to final use in buildings, etc. The lack of mutual
recognition of CoC schemes is also a big obstacle which must be removed and CPET should be used to
encourage development of a common CoC standard.

1.8 CPET’s work has just begun, and there is much more to be done to define what government buyers
should accept as legal timber when no forest certification (or Category A evidence) is available,
unfortunately the case formany less developed countries. TheCategoryA evidence schemes assessed as legal
and sustainable still mainly cover temperate production and only the MTCC is classed as legal. There is
currently no material from tropical Africa so the Category B assessment is urgently required to allow those
countries to sell to the UK government.

1.9 This work onCategory B evidence is muchmore problematic; what is legal timber can be contentious
or confusing (eg Indonesia), and demanding proof of legality may challenge national sovereignty and ask
diYcult questions of producer countries with weak governance. This is a big challenge for CPET Phase 2,
but it goes to the heart of the problems of deforestation and if successful we believe this is where the UK
purchasing policy can exert considerable influence on our supplier base and encourage legal logging.

1.10 The TTF has developed the Responsible Purchasing Policy (RPP) to help its members buy from
legal and sustainable suppliers and to provide evidence of this to government and other responsible buyers.
A summary of the RPP is in Annex 2.

1.11 The ongoing performance of certification schemes against theCPET standard needs to bemonitored
through a complaints procedure, which enables CPET to withdraw its sustainability rating should
certification schemes be shown to have failed the standard and complaints prove well founded and
significant. This needs to be carefully thought out.

1.12 Another big challenge for CPET is to get the Timber Procurement Policy consistently implemented
throughout government. Our timber traders supplying government often report to us government contracts
that do not conform with the policy, eg they specify FSC only, or they make no reference at all to legal and
sustainable timber in the contract requirements. We see three solutions to this; firstly a substantial
communication/training campaign within government, secondly government reporting timber purchases,
and thirdly auditing government purchases of timber.

2. How reliable are the certification schemes for timber endorsed by the CPET? Are there concerns regarding
either the legality or sustainability of any of them?

2.1 We believe the certification schemes endorsed by CPET have reached suYciently high standards to
assure government that it is buying sustainable timber. All schemes have, after all, been based on the same
well understood principles of sustainable forest management. Yet there are diVerences between schemes,
largely because they have been developed in diVerent regions or for diVerent goals.
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2.2 The FSC standard was, for example, developed for both temperate and tropical forests, and for
countries with complex social issues and where governance may be weak. In many countries it has proved
diYcult getting consensus to develop a national FSC standard, and here interim standards are applied to
forest certification based on the best knowledge and standards available.

2.3 PEFC, by contrast, was derived in the temperate forests of Europe where issues of land and tree
tenure are largely resolved and generally enshrined in laws that are well respected. PEFC is also well adapted
to the needs of small forest owners. The important point for CPET is to continue to recognize and embrace
these diVerences, as sensible adaptations to local conditions, rather than exaggerate them—in this CPET
has so far been very successful. For their part the schemes themselves need to learn from each other and oVer
a wider range of solutions (or “products”)—there is not one certification scheme that fits all forest situations.

2.4 We believe all the schemes endorsed by CPET provide a sound basis for legality. Whilst there are
concerns that auditing for legality should be done more frequently, we believe that those forests that have
reached certification standards with Chain-of-Custody are already at low risk of dealing in illegal timber.
CPET needs to focus on establishing a standard for legality auditing where certification does not exist and
levels of illegal logging are high.

3. Is there suYcient data available to determine where and how timber purchased by Government is sourced?

3.1 No—government has poor records and because timber is used in many diverse ways as components
with other building materials it is not easy to work out. Our members also do not find it easy determining
whether they sell to government because they often deal with sub-contractors. Matters are further
complicated by the fact that timber and joinery manufacturers may purchase and use certified timber
without having a chain of custody system in place.

3.2 This is an area government needs to focus on more. Our statistician from Timber Trends has looked
into the problem and suggested the following:

3.2.1 Immediately (over the next four months), incorporate a question into the small Timber Trends/
Forestry Commission survey which is designed to identify the market information currently available and
use this to attempt to quantify the scale of timber entering main markets, eg amount of sawn softwood used
in new house building in the UK. This survey is set to ask about 12 organisations a very limited set of
questions based on existing sources of information. The confidence held in achieving an estimate of market
sizes (construction; pallets and packaging; fencing and outdoor; other) is not high and within this, an
estimate of government purchased timber (softwood and hardwood) is also probably too ambitious, but an
attempt will be made. However, the probability of reaching a reliable estimate of government purchased
timber is low.

3.2.2 Instigating an industry-wide survey. This would require cooperation from diVerent bodies,
including the UK domestic producers. The diYculty here is time, cost and the collective will of the industry
to provide information on government purchases (if they know). This option is the most problematic, but
could be themost eVective in terms of accuracy. Previous experience would suggest that this optionwill need
vigorous pursuit to give the results government needs.

3.2.3 Use the Timber Trade Federation Responsible Purchasing Policy (RPP) as a framework for
industry reporting on sales of legal and sustainable timber in the UK. This won’t immediately help
government report on sustainable procurement but will give an idea of the broader industry response to
demand for sustainable timber, which is largely driven by government as a timber buyer.

4. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

4.1 No—certification is not easy to get in many situations, particularly developing countries where the
rule of law is weak and there are unresolved issues of land and tree tenure. In general certification standards
are too high formany forest owners, but legality auditing is a possible interim step, together with alternative
forms of evidence—the so-calleḑ progressing to sustainablȩ step that we have in the TTF Responsible
Purchasing Policy for instance, and CPET had in its original form.

4.2 Also certification in many developing countries is adapted to large concessions but not to small-scale
community forests, where technical forestry, business or social knowledge may be low and local
organizations may be weak. There is scope here for government to develop a fair trade timber standard to
make sure the benefits of timber sales go to communities. See International Forest Review paper on Fair
Trade Timber (in print) in Annex 3.
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4.3 Where illegal logging is a major problem suppliers need help setting up secure Chain of Custody
systems that track timber from stump to point of export and ensure supplies of logs are coming from legally
harvested forests. The EU-funded Timber Trade Action Plan is one such example of this sort of work. This
project will help 35 suppliers in Africa and SE Asia produce verified legal timber for the EU market with
full tracking from stump to point of export. A summary is provided in Annex 4.

5. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have a significant
impact?

5.1 The FLEGT Action Plan is an excellent initiative—it recognizes that illegal logging is a broader
problem that needs tackling across a wide front. The proposed Council regulation for a Timber Licensing
Scheme is a key component of this as it will physically exclude unlicensed timber from partner countries
from the whole of the EU market, and the TTF is a supporter of the initiative. However, its success at
tackling illegal logging globally will depend on getting a substantial number of our major supplier countries
to participate. In line with 72 other timber organizations we are in favour of developing broader legislation
that excludes all illegal timber fromEurope (see Annex 5). Our general concerns on FLEGT have been listed
in more detail in a position paper published in July 2003 (Annex 6).

5.2 We also have concerns about the capacity of the EC to negotiate these agreements through and
establish suYciently robust standards of auditing to ensure that each national licensing scheme is credible.
For example the TTF has looked closely at the existing national scheme in Indonesia (the “BRIK license”)
and found that it does not have enough independence or field assessment to be credible on its own. The
success of the FLEGT will thus depend on rigorous assessment of existing schemes, and the political will of
participating governments to tighten up or overhaul existing systems.

5.3 At one point the CITES licensing scheme was being presented as suYcient evidence of legality. We
have serious concerns about this. CITES does not reach suYciently high standards for legality and could
be used as a means of laundering illegal timber.

5.4 Finally, there is still the problem of diversion of illegal timber from participating countries for
processing in third countries that can then claim the timber is of a diVerent origin and sell it into the EU
without restraint. The solution to this lies in encouraging the participating countries to license all their
timber exports, whether to the EU or not.

6. Should the social impacts of forestry be taken into account within certification schemes? Would it be legal
to do so?

6.1 Yes, social impacts should be taken into account within certification schemes, and generally most
schemes do cover social aspects, albeit to varying degrees. Often social safeguards and benefits are a core
part of existing forest laws, as is the case for many European countries. However, in many developing
countries forest lawsmay not includemeasures to ensure thewell-being of people living in and around forest,
or maximize benefits to those people. Also, the forest laws may not be upheld. Thus social criteria in
certification schemes should be judged on the context in which the scheme is to be used ı and in many parts
of the world this means social assessment with a light touch otherwise cost will be added to business with
no identifiable return in terms of improved forest management.

6.2 However, in some other countries forest certification schemes should include social criteria as a
necessary safeguard. Forests cannot be regarded as sustainable unless the people living in and around them
are benefiting from the forest. If local people don’t benefit from good forest management then the forest will
not survive long unless fenced and under heavy surveillance. This social forestry experience has for example
been long enshrined in traditional continental European forest management systems, and can be found in
forest laws dating back to the Middle Ages.

6.3 As far as CPET is concerned social issues have only been included insofar as stakeholder consultation
is concerned and this should be suYcient for many countries. But in contrast to EU procurement advice
sustainable forest management does depend on a balance between social, economic and environmental
factors. The social component of sustainable forest management is a core part of the growing process and
therefore it should be legal to include it in CPET criteria. But CPET should review this social aspect carefully
in the years ahead—there is here an opportunity to use the market mechanism to recognize and encourage
good forest management in countries where social factors are ignored or are poorly covered in current forest
law. But it needs sensitive handling to keep the cost of certification proportionate to the outcome!
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7. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

7.1 The bilateral agreement with Indonesia has been a significant catalyst for a range of substantial action
tackling illegal logging in Indonesia. It provided political space to follow up the Bali declaration
commitments with action, to engage stakeholders, eg industry and civil society, to understand problems,
and to develop pilot action to track and audit legal timber. Many actions have arisen, often indirectly, as
a result of the agreement, which has resulted in the reduction of imports of potentially illegal timber into
the UK.

7.2 For example, in 2001 theUK imported about 236,000m3 of plywood. In 2004 the figure had dropped
to 126,000 m3, approximately half the volume of 2001. There are several reasons for the drop in imports,
but one important one is the switch away from Indonesia by five major UK timber traders as a result of
heightened concerns over illegal logging in that country. Direct Action byGreenpeace (“Partners in Crime”
report followed by various invasions of timber yards and building sites) focused attention on the scale of
the problem. In response the TTF launched its Indonesia Action Plan—a landmark UK industry response
to the problem of sourcing legal timber from Indonesia. This action plan resulted in a preliminary legality
audit of 16UK suppliers which highlighted the huge problems facing the industry in that country. This work
was undertaken under contract by the Tropical Forest Trust. The study showed that no mill was able to
guarantee 100% legal timber, and there was a wide range of performance. Each mill was presented with a
set of recommendations on how to improve their performance and invited to develop Mill Action Plans to
“close out the gap”.

7.3 As a trade we were faced with a dilemma—do we eVectively call for a boycott of Indonesian plywood,
asmanyNGO’s requested, or do we continue to engagewith those suppliers willing to recognize and address
the problems identified, and help them. We chose the latter approach and have good reason to believe that
this approach has helped foment industry action to address illegal logging in Indonesia. The boycott could
well have abandoned Indonesia to the less discriminating markets of the world and provided no incentive
for positive change.

7.4 As a result of this preliminary work the following happened:

7.4.1 Indonesian industry was obliged to face up to the scale of problem and its part in it, and the
demands from sensitive markets such as the UK.

7.4.2 The need for a single agreed legality definition was clearly demonstrated.

7.4.3 The Dutch timber trade federation repeated the audit on their suppliers.

7.4.4 A consortium of European timber trade organizations prepared a ƒ7 million action plan to help
suppliers in Indonesia source legal timber, which won financial backing from the EC.

7.4.5 Seven of the UK supplying mills began to address their sourcing problems through Mill Action
Plans.

7.4.6 Business to business market driven approach is starting to work.

7.5 For much of Indonesia’s forest this may be too little too late—but the knock on eVect is considerable
as it has raised the issue in the international agenda and encouraged many other countries to get involved.

7.6 The bilateral agreement with the UK spurred similar agreements between Indonesian and Norway,
Japan and China. In the case of Japan this drew them into further commitments at the G8 and the
establishment of an international panel to work on illegal logging. It is diYcult to discern much practical
action coming from the other two agreements.

7.7 No further bilateral agreements between the UK and other supplier countries were planned or
expected as the preferred avenue for joint action was through voluntary partnerships with the EU.

8. Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto Protocol
have any implications for certification schemes?

8.1 Yes, they should start measuring carbon flux in certified forests and oVering this as another
certification product to forest owners keen to take advantage of carbonmarkets to finance sustainable forest
management!

September 2005
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Witnesses: Mr John White, Chief Executive OYcer, Mr Andy Roby, Head of Environmental and CSR
Policy, and Mr Peter Latham, Deputy Chairman of James Latham PLC and Chairman, TTF’s
Environmental Committee, Timber Trade Federation, examined.

Q110 Chairman: Welcome, Mr White, Mr Roby recognise that much of our sourced forests are
being managed sustainably. It is a little-known factand Mr Latham. I can assure you that our
that Europe’s forests are actually growing, I thinkquestions to the previous witnesses were entirely
last year by 250 million cubic metres, which isunscripted. You are very welcome here to this
about the size of Cyprus, so it is quite an interestingimportant Sub-Committee inquiry. Before we start
growth in Europe there. More specifically, comingthe detailed questioning, I wonder if there is
to the inquiry, I wanted to make it absolutely clearanything you would like to say by way of
at the outset that TTF and the wood industry arebackground about your organisation, maybe
wholly against illegal logging and practices thatincluding how many members you do have.
support it and sustain it. This is enshrined in ourPersonally I would be very interested to know, and
Code of Conduct. We have brought some copiesI believe it was one thing which was the subject of
along as I do not think we submitted them to thea Greenpeace action last week, whether or not
Clerk beforehand, but we have some copies in caseWolseley are members of your organisation.
anybody is interested in that. We have been veryMr White: Well, thank you very much and thank
proactive for many years in ways to tackle illegalyou for the opportunity to give oral evidence. I
logging from our own Responsible Purchasingthink we certainly welcome the Committee’s
Policy, and again I have brochures on that as well,inquiry. What I would like to do, if I may, in a
to the Timber Trade Action Plan, which has beenshort opening statement is set out, as you have
mentioned in your questioning, through to the G8suggested, a little bit about who we represent and
ministerials that Adam was talking about earlier.a little on the industry itself, just a very brief We believe that to help put an end to illegalsummary of one or two of the points that we make logging, we must engage with countries and

in our written submission. I am John White, the companies where it is a problem to support and
Chief Executive of the Timber Trade Federation, improve good practice. An example of that was
and I have been for eight months now. I have with where we led a European industry delegation to
me two of our experts. To my left is Peter Latham. four African producer countries earlier this year to
Peter is the Deputy Chairman of one of the leading help them understand the changes in the European
panel products and hardwood distribution market for African timber, and this included,
companies in the country, James Latham plc, and interestingly, presenting the UK Government’s
his company has been in the business for six procurement policy on timber, at which point I
generations, although it does not show! To my think I perhaps should say that we do support the
right is the TTF’s Head of Environmental and CSR work of the Government in this area. It is a good
Policy, Andy Roby. Now, Andy is a forester and example of what can be done and I think it is
he has plenty of field experience which will beginning to have an eVect on the market. Finally,
hopefully be very useful today, not least seven years I just wanted to say a few things about wood itself.
in the Cameroon working for DFID, but he is also It is probably the world’s only sustainable building
the timber industry representative on the CPET material and governments and others should use as
Reference Board. The TTF has got about 160 much of it as possible to help deliver on the

sustainability agenda. It is renewable, locks inmembers representing importers, agents and
carbon, I am sure you have been through many ofretailers of timber, but you will note that our
these arguments in your sessions, it is thermallysubmission is also supported by our other
eYcient, recyclable and so on, and I think it isorganisations covering the whole of the wood
interesting to note that in France it is for these veryindustry from sort of forestry right the way through
reasons that they are trying to introduce a law nowto people who use wood to make doors, windows,
that actually requires a certain percentage of woodtrussed rafters, timber-frame houses and so on. The
to be used in new build. In conclusion, I would justwood industry itself employs around about 150,000
like to make two final points. I think there is a realpeople, we estimate, on a fairly narrow definition,
need to ensure that the Government’s timberwith a turnover approaching about £3 billion,
procurement policy is vigorously and consistentlyalthough it is hard to get your hands on some of
implemented across national and local governmentthese statistics. I think it has probably been said
and indeed elsewhere. I was disappointed to see inalready, but about 70% of wood used in the UK some recent PQs that I was reading that the

is imported and, of that, 95% is either temperate procurement policies of various government
softwoods or temperate hardwoods, the lion’s share departments varied widely from the DTI that was
being the softwoods principally imported from requiring FSC through to the Treasury that said,
Scandinavia and the Baltic States, with 5% of the “Well, as long as they have got ISO14001, we are
wood coming into this country from tropical happy”. It showed a lack of consistency across
sources. I think it is important to recognise how government and I am sure we would all support
important forestry is to a number of countries joined-up government. Secondly, I think it is very
around the globe. In Finland, for example, it important for everyone involved in this subject to
represents 7% of GDP and in Ghana 6% of GDP understand that sustainability does cost and
with over 100,000 employees and it is fourth only purchasers, such as government, must be prepared
to gold, tourism and cocoa as an export earner for to pay for it because, after all, this is going to be
Ghana, so you can see how important it is for some one of the most powerful drivers and most

powerful signals to the market.of these countries. I think it is also important to



3211751006 Page Type [O] 19-01-06 22:35:18 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 25

25 October 2005 Mr John White, Mr Andy Roby and Mr Peter Latham

Chairman: Thank you for that introduction. if you were to ask them, I think the level of concern
would range. However, in terms of reputation of
the industry as a whole, which I think the TTFQ111 Colin Challen: The 85% of the timber trade
needs to have due regard to, I think everybody isthat you have in membership, do they also
concerned about that equally.represent 85% of the turnover in timber in the

country or is it a greater figure than that? Is it
Q116 Colin Challen: I notice that there is a logo onpossible to estimate?
your Code of Conduct which I think, looking at theMr White: I do not know exactly how much, but
back, may have been introduced in May 2003. Isit is going to be roughly equivalent.
that how long it has been around?
Mr White: I believe so.Q112 Colin Challen:We have heard one reason this

afternoon why one company, a leading company,
Q117 Colin Challen: Is this something that youris not currently in membership of the TTF. In
members are encouraged to use on their advertisingrelation to the other companies that perhaps
and other promotional materials?represent a fairly small percentage, how would you
Mr White: Indeed, and they tend to. I have beendescribe them? Would they be cowboys, for
round to many members and they are given aexample, or are they just extremely independently
certificate and that is often very prominentlyminded people?
displayed.Mr White: Well, picking up on your first point, I

would love Timbmet to rejoin the Federation. I
Q118 Colin Challen: But basically they just have tothink the reasons that Simon articulated for leaving
sign up and pay for it and they can use thathave certainly changed. As I say, I am fairly new
expression “Conduct assured”?to the TTF and my impression is that there is a
Mr White: Yes, they sign up to the commitmentsgreat deal of support for our Responsible
contained in the Code of Conduct.Purchasing Policy and they are not being coerced

into it. I think they are recognising the reality of
the market and the political situation which is Q119 Colin Challen: I notice in the Code of
facing the timber industry and are signing up to it. Conduct, paragraph 6, it says that failure to
As far as I would characterise our members, well, observe the Code can lead to fines and expulsion
they range from large companies to small from the Federation and so on. Have you actually
companies, from agents to importers. All of them had to do that with any of your members? Have
have signed up to the Code of Conduct and I would any been expelled to date?
suggest, when you get a chance to look at it, that Mr White: Not so far.
that would exclude cowboys being members of the
TTF and, if anybody suggests that, we have a Q120 Colin Challen: Have any members actually
process for dealing with that. gone through the complaints procedure of the

Federation?
Q113 Colin Challen: So to clarify once again, the Mr White:We have had a couple come through the
160 members you have, their combined turnover is complaints procedure.
in the order of £3 billion or is that the whole trade?
Mr White: That is the whole trade. I am sorry, I Q121 Colin Challen: What sort of complaints
did not fully understand the question. were they?

Mr White: They were inter-company disputes,
which I think is the best way to characterise them.Q114 Colin Challen: So it is possible that 10% of

that £3 billion could be really well out of control?
Mr White: No, we would estimate that in the TTF Q122 Chairman: Can I just go back to my original
itself, ours is about £2.5 billion as the size of the question and ask whether or not the company
market. I was trying to wrap in the other industries Wolsey is a member of your organisation?
that supported our submission. Mr White: They are. Six of the seven companies

mentioned in the Greenpeace report, and I am
sorry, I forgot to answer that question, areQ115 Colin Challen: Is the issue of illegal and
members of the TTF.sustainable timber something that is of concern to

all of your members and does that concern them
equally or are there some for whom this is a Q123 Chairman: I understand from the Greenpeace

report that they play a key role in publicparticularly important issue?
Mr White: I think it is all about a question of risk. procurement, including as a supply partner for

councils like Liverpool and Manchester. GivenNot all companies are dealing in all wood produced
from every corner of the globe. A number of our what you have just said about the expectation that

you would have from companies, would thatmembers, for example, will be simply sourcing
wood from Sweden or Finland where forest qualify for some kind of disciplinary action as

outlined in the Code of Conduct Mr Challen justmanagement certification is well established,
whereas others will be dealing in more risky referred to?

Mr White: It depends. We are already goingcountries with tropical hardwoods coming from
parts of the world where there is a much higher risk through the process of working both with

Greenpeace and the companies concerned toof illegal logs entering the supply chain, so certainly
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understand the evidence behind the allegations that is what this is all about, continuous progress
towards better and better environmentalGreenpeace have made in its report and we will
management and standards.take appropriate action once that investigation has

been completed.

Q126 Colin Challen: Those companies that have
signed up, do they all fall into one camp or theQ124 Colin Challen: Coming to a question that was
other, softwoods or hardwoods?asked earlier on, if all of your members are
Mr White: They are across the board.committed to sourcing their timber from legal and

well-managed forests, when it came to launching
Q127 Colin Challen: So it is a fair mixture of allyour Responsible Purchasing Policy in July, you
of them.said that only 26 members signed up. We have
Mr White: Yes.heard, though it may not be the word you would

use, that some of those were coerced into signing
up. Why do you think so few of your 160 members Q128 Chairman: Do you want to come in on that,
have actually signed up to it and perhaps you could Mr Roby?
say whether any more have subsequently signed up Mr Roby: I could come in at any point, but my boss
to it? is doing a great job!
Mr White: They have and we now have 30 Mr Latham: I would like to make one point which
companies signed up to it who represent probably is that we are a publicly quoted company and, in
about 30/31/32% of the wood traded in the UK, so our annual report, we make an environmental
we have got a lot of the large companies, including statement which, given the nature of our business,
Wolsey, who are signed up to it. The scheme is obviously concentrates on our purchasing policy.
currently voluntary, so there is not an element of In the year just finished, we spent quite a lot of time

explaining to our shareholders the Government’scoercion involved at this stage. The reasons are
purchasing policy and timber certification becausequite personal ones, things which I have observed
we thought they were also potential buyers. Icoming into the Federation fairly recently, that it
imagine that when we do the current year’s, we willhas been quite a complex process for people to get
actually disclose what our targets were in terms oftheir heads round and they have needed a
our risk profile for timber purchasing, what theconsiderable amount of time to digest it. That
targets were, what our achievement was and whatdigestion is now nearly complete and I have been
our target will be for the following year.asking very publicly on a kind of hands-up basis

who is going to sign up to the RPP, the Responsible
Purchasing Policy, and I am now getting a very Q129 Colin Challen: Do you think we will ever get
positive response from the members. to the stage in this country where our annual

demand for timber will all be met by legal sources?
Mr White: I will pass that one to Andy because he

Q125 Colin Challen: At this stage, what would you has probably got a better feel for how much is
expect? Presumably these companies are going to certified and how much is legal in the world
produce their annual reports next year, so what generally.
would you expect to be in them? Is it just going to Mr Roby: The simple answer to that question is
be a lot of “Well, we’ve reviewed this and reviewed that we do not yet know how to verify what is legal.
that and we’re going to have future actions” and When you say “legal”, it is quite a loaded word.
so on, or are they actually going to say that they We are assured that the vast majority of our
have taken concrete measures already in the first suppliers are operating entirely legally and it is just
year? in a handful of controversial or high-risk countries
Mr White: The RPP is designed to be a tool for where there are issues of legality and, as I think
member companies to help them extract the FSC mentioned, we know that the Indonesian
information that they need to be able to, first of Government has declared that 80% of its timber is
all, rate their suppliers of wood as either high risk, illegal. In due course, based on our Timber Trade
medium risk or low risk of supplying illegal timber Action Plan and the work that we plan to do with
to the supply chain. On the basis of that risk rating our suppliers, I would say that we are aiming to

get just 20% of our suppliers from those high-riskand the evidence that is provided, and evidence is
countries as verified legal in five years, so that isrequired, they can then make an assessment of how
our estimate based on our existing experience ofthey are going to move their high-risk suppliers
supplier improvement.further towards medium and low risk categories

and that may be, for example, accessing some
funds under the Timber Trade Action Plan to Q130 Colin Challen: Do you think there should be
help get systems in place to help improve their stricter laws in this country against the supply of
environmental procedures, so that is an example of illegal timber? It seems to me, as I was trying to
the sorts of things they can do and they would set indicate earlier on in the previous question, that if
that out in their Action Plan. That of course is then the laws in the supplying country are weak and not
independently monitored by an auditor, in this case enforced, then perhaps we should have some kind
SGS, and we will be monitoring it as well to make of responsibility ourselves to employ legal sanctions

against importers who knowingly import illegalsure that there is this continuous progress and that
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timber, but those laws, from what I have read, do one-to-one dialogues with our suppliers and say,
“Well, the European market is going to demandnot seem to exist. Do you think we should have a

review of that area? this. You really ought to let these people in”, and
they did. Now we have one plywood mill inMr White: We would support a ban on illegal

timber. I think any pressure that we can bring both Indonesia which has actually achieved FSC
certification and we have a couple of others whichon the supply and the demand sides of the equation

to bring an end to this practice has got to be will come on stream in the next year. If you had
said that two years ago, people would have laughedwelcomed.
at you, but the policy of engagement rather than
the implementation of a ban has been successful inQ131 Mr Ainsworth: I was just wondering, of the
that case.30 companies, members, who are now signed up to

your Responsible Purchasing Policy, whether
Wolseley was one of them. Q135 Chairman: And what conclusions would you

reach in respect of the transitional costs that IMr White: It is, yes.
referred to in the question I put to our previous
witnesses?Q132 Mr Ainsworth: Does that not rather weaken
Mr Latham: Well, in terms of the cost, I think ofthe whole point of having a Responsible
course that there is some government fundingPurchasing Policy and underline the case that was
through DFID to help the process towardsput earlier to us by Timbnet?
certification and undoubtedly that has been helpful,Mr White: The Responsible Purchasing Policy, as
but the position at the moment is that the earlyI was describing, is a tool and it is in its first year
companies achieving certification are getting aof operation. I think we need to understand a lot
premium and I would like really to make abetter what evidence rests behind the allegations
comment in relation to the FSC’s comment aboutthat Greenpeace have made in relation to the China
the trade getting the margin. We do not get thereport before we can assess whether or not the RPP
margin on the certified wood, but we are having towould have addressed those or not addressed those
pay more for it and we have been going to ourin its full operation. We just cannot answer that
suppliers and saying, “If you do get certified, weuntil we have had an opportunity to discuss the
will pay you a premium”, and that hasevidence more fully with members.
encouraged them.

Q133 Chairman: It would be very helpful, once you
Q136 Chairman: Who does get the margin on thehave had a chance to have a look at the facts of
certified wood?the matter, if you could perhaps share a copy of
Mr Latham: It is not margin, it is cost. It is costyour conclusions with us.
for the producer, it is not margin.Mr White: We will keep you informed.

Q137 Mr Hurd: I have a few questions aboutQ134 Mr Ainsworth: Presumably you regard this as
CPET. You have been supportive in the past, butan important initiative whose integrity must be
perhaps I can get from you a mood of constructiveprotected, so I take it you would be willing to take
criticism. What has worked well and what couldfairly severe action against one of your members
work better?that had let the entire industry down.
Mr White: I think that is probably best answeredMr White: It is going to be appropriate action
by Andy, the industry representative here.according to what we discover when we conclude
Mr Roby: It has been great in terms of certificationour investigation, but we will let you know.
schemes, but, as previous commentators have said,Mr Latham: Can I just go back slightly on this
it is confusing with all these standards and we nowquestion of a ban because I think that a ban on
have a government, a major buyer of timber,illegal timber will become appropriate, but if one
saying, “This is sustainable and this is acceptablewas to say tomorrow that you ban all illegal timber,
to us”, so it has become a framework for mutualit will cut out a lot of timber from the tropics which
acceptance which is very valuable.are countries whose governance and forestry policy

we are trying to correct. If we took that decision
now, they would find other markets and it would Q138 Mr Hurd: Do you agree with the conclusions

about the schemes?undo the work that we are currently doing. I would
like to take an example of Indonesia where Mr Roby: Yes, the standards were fairly put

together in a very consultative way and wereGreenpeace produced their earlier report, it must
have been, about two years ago. It was on the day rigorously enforced by the consultants that did the

job. We played our role as watchdogs and ensuredthat the Timber Federation was having a meeting
with Indonesian mills, looking at the very issue that that there was fair play for at least our constituency

and yes, we are very satisfied with the outcome.Greenpeace had highlighted. The Federation took
a view to continue engagement with the Indonesian What I would add is that we were concerned it was

taking so long to develop that policy andmills following the Greenpeace report. We
commissioned the Tropical Forest Trust to carry implement it, but now there seems to be serious

government funding behind the second phase of itout a survey with mills who agreed to take part in
it. Originally the mills said that they would not take and we are very hopeful that it will address the far

more sticky issues of Category B evidence.part, but companies like my own were able to have
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Q139 Mr Hurd: We are going to come on to that, in some way. Failing that, because governments
themselves do not always do their jobs properly ofbut do you share the concerns of Timbmet, for

example, about the implementation and lack of checking up on plans, I would expect to see an
independently audited management plan andeducation in the system?

Mr Roby: Equally, yes. In the building industry, we actually the same applies to legality certificates. I
think those can equally well be got in all sorts ofhave seen the bigger companies coming on board

with this, but certainly the jobbing builders and the nefarious ways and there really ought to be some
independent auditing even of government“sub-ees”, as they are known, are not aware of

government timber procurement and quite often structures in some countries.
they are the ones going into the builders’ merchants
making the purchases, so there is a whole question Q144 Mr Hurd: Can you give us an example of
to us if it is a government building project as to what kind of time you would like to see being
whether some sort of auditing is going on to make covered by Category B?
sure that government suppliers are meeting their Mr Roby: I think most tropical timbers would fall
criteria. into that category, as far as I am concerned.

Wherever there is evidence out there in the public
domain from independent observers of high levelsQ140 Mr Hurd: You said that you were happy with
of illegal logging, any species coming from thatthe conclusions about the certification scheme, but,
country should be covered by Category B evidence.if I understand your memo correctly, you are
I think a supplier who is not prepared to seek thatsuggesting that there should be a complaints
evidence is a supplier that we would recommendprocedure which enables certification schemes to be
not using in the future.removed if they fail to meet the standards set there.

Is failure to meet standards something which you
envisage being a problem? Q145 Mr Ainsworth: Can I go back to the question
Mr Roby: I think in any scheme, particularly the of a ban because I am now a little confused. Mr
international ones with broad, multiple members, Latham, I think you said a minute or two ago that
certification schemes and standards are bound to be engagement was probably more eVective than a ban
challenged under new situations. I think, without on imports into the EU, yet in your memorandum
drawing attention to any particular schemes, there you say, “We would like to see a broader global
are one or two that come to mind where I think response banning any illegal timber from Europe”.
some severe sort of investigation is necessary to see Mr Latham: Well, I think this is a question of
whether the complaints that have come to our timing really.
attention are justified. Mr White: They are not mutually exclusive.

Mr Latham: I was worried that the impression that
we had given, that John had given, was that weQ141 Mr Hurd: In terms of the new helpline for
were proposing a ban tomorrow.procurers and contractors, is it a bit early to get

some feedback from your members on whether that
is helpful or not? Q146 Mr Ainsworth: And you are not?
Mr Roby: I have not had any feedback, I am afraid. Mr Latham: We are not.
Mr White: No, none at all.

Q147 Mr Ainsworth: Well, I am glad we have
Q142 Mr Hurd: Can we move on to Category B cleared that up. The inference we drew from your
which is clearly very important in terms of the next memorandum was that you probably were.
stage. Do you have any views on what the way Mr White: I think Andy would like to comment on
forward should be for Category B proof of legality that as well.
and sustainability? Mr Roby: Our concerns about the ban, which I
Mr Roby: I think in many of these controversial think we expressed at least in the annexes, is that
countries we are looking at what exists in the at the moment there is no way of discriminating
current legislation as proof. The country I know legal from illegal timber at the point of entry into
best is probably Cameroon which I know has a the UK. You have got a CITES certificate for
concession allocation system where I would ask to endangered species, which can be traded under
see evidence that concession has been allocated certain circumstances, but there is no other
legally, I would ask to see evidence that the taxes labelling scheme and we think that should be in
have been paid and that there is some sort of place before a ban is implemented.
tracking back according to the government system, Mr White: The other thing is that the ban does not
so three pieces of paper, and that, to me, would stop you engaging with the countries and the
constitute in the first instance Category B evidence producers of timber and that, we believe, is the
of legality of timber from Cameroon. most eVective way of achieving change.

Q148 Mr Ainsworth: So you are relying on thoseQ143 Mr Hurd: What about sustainability?
Mr Roby: That would have to be certification voluntary agreements, but we have had a

representation from Ghana, for whom Europe, asschemes in the first instance, but since there are not
any, I think we are looking at alternatives, so I we have heard, is a very, very big market. There

were some Ghanaian MPs, as a matter of fact, overwould expect to see a copy of a forest management
plan that has been authorised by the Government here quite recently who felt that those producers



3211751006 Page Type [O] 19-01-06 22:35:18 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 29

25 October 2005 Mr John White, Mr Andy Roby and Mr Peter Latham

who were signed up to these voluntary agreements my personal experience coming to the trade is that
I have been surprised at how close the NGOs andwere immediately put at a competitive
the trade actually are on these issues. When wedisadvantage to those who were not because they
collectively presented to the G8 ministerial meetingwere obviously undercut in the market and,
in Derby, it was a joint statement from Greenpeacetherefore, the system of voluntary partnership
and the trade and other NGOs as well.schemes was not really for them.

Mr Roby: Perhaps I can answer that, having been
DFID’s forestry adviser for Ghana for a number Q152 Mr Ainsworth: So where is the balance then?
of years and knowing the country well. They have Mr White: It is diVerent perspectives. I think you
some good standards of forest management and recognise—
rightly they should be proud of that, but I think in
terms of this voluntary partnership agreement, they
are yet to be convinced that the country is going Q153 Chairman: What is the diVerence in
to benefit significantly from it in terms of stamping perspective?
out illegal logging and that is a communication Mr White: The diVerence in perspective there

would be, I think in the China report, the call thereproblem because clearly a government that raises
for immediate action to do certain things, whereasrevenue and sees other benefits from legalised
a more balanced approach involving engagementtimber operations should be perceiving a benefit.
would be the one that the Timber Trade FederationMorally of course there should be no question and
would favour, but I think it is emphasis. Andy?they should support it, but I see the market playing
Mr Roby: Again I think Indonesia is a goodits crucial role in this respect and perhaps public
example. We were asked by Greenpeace to boycottprocurement policy and the CPET leadership on
Indonesia, to stop buying altogether fromthis is going to be critical because that should
Indonesia and if we had done that, we would noteVectively exclude any of these other supplier
have FSC plywood coming in from this mill.countries that do not want to sign up to the VPAs

because that timber would be considered illegal and
Category B evidence would not be available. Q154 Mr Ainsworth: You would not like to

consider that that response might be a little
disingenuous when we have heard already todayQ149 Mr Ainsworth: But in the end, as long as there
that the majority of your members have not signedis the ability to buy illegal timber at a cut price,
up to the Responsible Purchasing Policy and thatthere is going to be a trade in illegal timber which
some of those that have are in serious trouble withis why in the end a ban is really the only answer,
Greenpeace for having allegedly supplied illegallyis it not?
logged timber? You do not think perhaps that inMr White: Yes.
inviting your members to get directly involved in
“a balance” to the representation of the NGOs, you
are inviting a very diVerent sort of opinion?Q150 Mr Ainsworth: Can I just ask you one other
Mr White: No, would be my simple answer.thing. You have notified your members and you
Mr Roby: In that specific case of that meeting, wehave put on your website a notice to do with, and
were told by the organisers that we shouldhere is another terrible acronym, ENAFLEGMP,
encourage our industry to come to balance thethe Europe and North Asian Forest Law
numbers of NGOs because—Enforcement and Governance Ministerial Process,

and you have urged your members to get involved
in this and to make representations in order, “to Q155 Chairman: Told by whom?
balance NGO representation”. In what way do you Mr Roby: The organisers, the Forest Dialogue,
think your interests are diVerent from those of the who were the convenors of this meeting as a neutral
NGOs who are seeking to protect vulnerable forum because they had been overrun by requests
forests? from NGOs to attend and they simply wanted a
Mr White: I think it is important that you have balanced representation, just as the FSC has its
diVerent perspectives on all of these issues and three chambers to balance representation from
balance is very, very important and you will be diVerent segments of the economy and society.

That was all that was behind that. We work, asgetting a balanced representation through the
John said, very closely with the NGOs, particularlywitnesses you will have interviewed in your three
WWF, and the producer groups. Greenpeace drawsessions over the course of the next couple of
attention to problems that we have with our supplyweeks. It is important that industry is represented,
chain and we respond to them as best we can withit is important the NGOs are represented and it is
the resources that are available to us and weimportant that—
welcome that, as we have said in our responses to
Greenpeace. We are not in a position here based in

Q151 Chairman: But how is that diVerent for the London to check up on Papua New Guinea and
NGOs? what is going on there, and the meetings we have
Mr White: Well, I think it is about perspective had with Greenpeace already have indicated that
rather than huge diVerences on some of these we have serious concerns with that supplier country

and we will be advising our members accordingly.issues. Again if I can talk a little bit more generally,
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Q156 Chairman: Perhaps we could just move on to Mr White: The poplar core is not illegal. That is
sourced in China and is grown on plantations, sothe situation with Indonesia and China. In the
94% to 96% is not illegal in terms of the productevidence you have given us, you do talk about the
itself and that is what I am referring to.changing circumstances in respect of imports of

plywood from Indonesia. Could you tell us about
the part that Chinese plywood is playing over the Q159 Chairman: So you would take issue with the
same period? figures which Greenpeace are suggesting in respect
Mr White: I am sorry? of this?

Mr White: We may be talking at cross purposes
there. I am referring to the product itself. If you

Q157 Chairman: Where there has been a decline in take the poplar core, which is about 95 to 96% of
the amount of imports coming in from Indonesia, the product, that is legal from plantation sources.
which you have referred to in your evidence, can The potential illegality is in the face veneer which
you see some corresponding increase in the number is largely a species called bintangor, but not all of
of imports coming in from China, and presumably that necessarily is illegal, but what Greenpeace has
they are not coming directly in from China, but identified is that there is a very high risk that a
they are coming in through a third party, and what significant proportion of it may be and that is what
the implications of that are in respect of that we have to get to the bottom of.
plywood in respect of the policy that it is legal and
sustainable? Q160 Chairman: So if we are talking slightly at
Mr White: Yes, there has been a shift of supply cross purposes, perhaps it would be helpful for me
towards China. I think the Greenpeace report has if I understood what you meant by “potentially
the volumes there which I do not think we dispute. illegal logging”.
Mr Roby: No, they are quoted from our statistics. Mr White: Well, I think you can see in the
Mr White: No, we do not dispute those! The nature Greenpeace report and elsewhere what “illegal
of the plywood though, it is important to logging” means. It is participating in practices
distinguish. A lot of Asian and south-east Asian which are contrary to the forest governance and
plywood, prior to China coming on to the market management of the supply country. It can extend
in large numbers, was all hardwood. The Chinese to some pretty awful practices and they have been
plywood that we have seen on the UK market is by well documented. That is what “illegality” means
and large plywood with a poplar core and poplar to me, to us.
is grown in China in plantations, often on
smallholdings and with small companies providing Q161 Chairman: It would be helpful perhaps just
that, and it is faced with a tropical hardwood. The to have a little bit more information from you as
one it is currently faced with largely is bintangor, to what your understanding is of the figures that
a species that you find in south-east Asia and, in are coming in from China and what concerns you
particular, in Papua New Guinea. have about that as well.
Mr Roby:We have noted that shift from Indonesia Mr Roby: Yes, we reckon that there is a large
to China. In fact it shifted to Malaysia in the first amount, 30% now, of our tropical hardwood
instance and then Brazil for several reasons. Clearly plywood coming from China. That 30% is probably
there are resource restraints now on Indonesia of in the region of 100,000 cubic metres, though I
being formerly a well-forested nation which is now do not have the exact figures for that. Of that

100,000 cubic metres of timber, 95% of it comessuVering restrictions of its log supply because it is
from this plantation-grown poplar with 5% fromrunning out. Also the shift is due to some of our
this questionable source in Papua New Guineamembers who stopped buying from Indonesia
about which we now have serious concerns as abecause of concerns about illegal logging. The shift
supplier country and which two years ago was nothas been to Malaysia and to Brazil, but now we
supplying the UK at all. It has come up because,have seen China coming up with a much lower cost
and here is another sad story of regulation, the EUbase and an extremely productive workforce. It is
put an anti-dumping regulation in place fora very competitive material and if 95% of it is
okoume, which comes from Gabon, which wasplantation-grown and, therefore, sustainable, we
being sent to China and used as that facing veneer,would very much like to see that last 5% coming
so the Chinese found an alternative in bintangorfrom the same sources and we will be discussing it
which comes from Papua New Guinea, so theyand working out ways we can source that last 5%
switched to bintangor. We are now going to befrom plantations or sustainably managed forests.
asking them to switch to another species that does
not come from Papua New Guinea for the time
being until we are sure that the sources of supplyQ158 Chairman: I am still not absolutely clear
are better.though because in the letter which I think you had

published in The Independent, you talked in figures
there about Chinese plywood being 94% to 96% Q162 Chairman: It would just be helpful if we could
poplar and that most Chinese plywood is not made perhaps have a further note on how much of what
from potentially illegal logs, so I am not sure where is coming in from China in this way is legal and
you are getting the figures from and which timbers sustainable and how much is not, just to get some

facts on this. I am slightly confused about it.they apply to.



3211751006 Page Type [O] 19-01-06 22:35:18 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 31

25 October 2005 Mr John White, Mr Andy Roby and Mr Peter Latham

Mr White: We will provide that, yes, if we can get Mr White: Yes.
Chairman: Well, at this stage I am conscious thatour hands on the exact figures.
we have reached the end of the time that we set
aside. I would like to thank all three of you forQ163 Chairman: But you wrote about it, so I
coming in and giving evidence this afternoon. Justassume that you have got some facts and figures at
going back over the evidence we have had, I thinkyour fingertips on it. it would be perhaps helpful if we could have a listMr White: Yes, we have. of your members who have signed up to the
Responsible Purchasing Policy. That would just

Q164 Chairman: It does beg the question that if we give us a bit of a feel for how many have signed up
have eVorts to protect forests, is it going to be in and how many members there are who still need
vain if we do not do something about the situation to sign up. Thank you very much indeed for your

evidence.in respect of China? Do you agree with that?

Supplementary memorandum from the Timber Trade Federation

Purpose of Report

To present the committee with further information on a) Chinese plywood and b) the Europe North
Asia Forest Law Enforcement and Governance (ENA FLEG) Process.

(a) Chinese Plywood

After detailed discussions on the issue of Chinese plywood TTF agreed to keep the EAC informed of
the outcome of its investigations into allegations made in the Greenpeace “Partners in Crime” report.

The TTF arranged two meetings between Greenpeace and the member companies mentioned in the
report. During these meetings Greenpeace produced further information from their own research
concerning the extent of illegal logging in Papua New Guinea and how timber from specific companies
in PNG was entering the UK supply chain via China.

As a result of these meetings UK TTF members decided to do the following:

— immediately suspend any future contracts for plywood with a bintangor face from Papua
New Guinea

— actively seek sources of alternative face veneers and liaise with Greenpeace to ascertain whether
you have any evidence which inhibits their suitability.

— investigate ways of auditing our supply chains in order to improve the robustness of our
environmental purchasing policies.

— those who have not already done so will sign up to the Responsible Purchasing Policy

— meet again with Greenpeace in February/March of next year to review these actions.

— work with our suppliers to help them understand the environmental policies with which we wish
them to conform.

Greenpeace agreed to:

— supply the detailed findings of their investigations including all the links in the supply chain,
contract numbers and shipments involved. This will accelerate the work members have already
undertaken and strengthen their position when discussing this issue with their suppliers.

— meet individual companies on a one to one basis to discuss in more detail the findings.

— use their oYce in China to help raise awareness of this issue among Chinese suppliers.

We also want to correct the impression that all Chinese plywood, whether faced with bintangor or
not, is illegal. In fact the poplar core is from plantations and even if not certified as sustainable, is certainly
renewable. Once a verified legal and preferably sustainable facing veneer can be found then this is a very
acceptable product to environmentalists. There is therefore a need to clarify this in the market place and
correct the impression that all Chinese plywood is illegal. We have therefore drawn up a joint statement
with Greenpeace to correct this impression and underline our commitments.

Greenpeace and the Environmental Investigation Agency both spoke at our popular (85 participants)
seminar on China on 15th November, highlighting the problems of the trade in illegal timber into China
and identifying actions traders can take. At the end of the meeting traders agreed to meet again to
formulate an action plan to source legal timber from our Chinese supply chain. This is likely to consist
of developing a partnership with the Tropical Forest Trust to help our Chinese suppliers with Chain of
Custody and wood tracking.
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Having concluded our initial investigations into the problem we are now considering whether there
has been a breach of our Code of Conduct Environmental Code of Practice. We intend to employ an
independent third party to assess what action our members have taken and to recommend further
measures including refinements to our Code of Conduct. We intend this work to feed into the Central
Point of Expertise on Timber work on legality definition.

For our traders the biggest challenge now is to find a new source of high quality verified legal tropical
timber that can be used to replace bintangor on what is otherwise a very sustainable product. Our
members have been exploring sources in the Solomons, Malaysia and even Central Africa but have so
far not succeeded in finding suitable alternatives. It does not seem so easy as Greenpeace first made out
but we are working on it.

(b) ENA-FLEG Meetings in St Petersburg

The TTF was invited to attend two meetings in St Petersburg in November as part of a process of
consultation and negotiation between government, civil society and the private sector, aimed at
concluding a Ministerial Declaration on illegal logging for the Europe and North Asia region. The EAC
questioned the need to “balance NGO representation” at this meeting—in the end NGO’s outnumbered
industry by about 2 to 1 in both events, but nevertheless both groups were able to agree on a range
of issues.

The ENA-FLEG Ministerial conference concluded on Friday 25 November with a declaration and
“Indicative List of Actions” that largely met our expectations, although fell short of the sort of specific
binding actions that we had hoped for.

As representatives of the UK timber trade we joined with timber retailers, private forest owners and
forest product industries to agree on a common set of priorities for the ENA-FLEG process. The process
enabled civil society and the private sector to draw up a joint list of priorities that helped shape the
Ministerial declaration. As such we found this opportunity to work together with NGOs and government
extremely useful, important and fruitful.

We made the point that being committed to tackling illegal logging the private sector is already
implementing numerous measures addressing the problem in the region. We also underlined the
importance of promoting measures taken against illegal logging and expressed the hope that all countries
that approved the declaration would take appropriate follow-up actions. Especially we would like to
highlight the following three important aspects:

1. National Action Plans (NAPs) should be consistent and time bound
NAPs should be formulated within a reasonable timeframe, be consistent with the Declaration
and comprise clearly defined targets, activities and indicators of success

2. Legal frameworks should promote good governance and Sustainable Forest Management
Governments should enforce existing legal frameworks and adopt legal reform where necessary
to ensure good governance and sustainable forest management. Forest regulations should be
consistent with other laws and policies and developed in a transparent way ensuring meaningful
public participation. Such regulations should be avoided which could lead to greater social
injustice or create perverse incentives by raising the cost of legal forest products.

3. The trade of legally, equitably and sustainably produced forest products should be promoted.
The demand of forest products exists—an eYcient way to substitute illegal products from the
market is to promote the trade of legal products.

The forest products industry emphasized one issue: it is essential that policy responses do not create
negative incentives by raising the costs of legal forest products. This would

1. Make illegal logging and illegal forest products trade even more profitable
2. Undermine the competitiveness of forest products relative to non-wood alternatives like

steel, cement, plastics—which are not renewable, have higher energy intensity and are not
as recyclable.

Some of our industry colleagues were also concerned that tools such as public procurement policies
should not be discriminatory, nor break WTO rules and should not impose unwarranted compliance
costs on suppliers. These are still clearly issues for industry in the ENA-FLEG region.

Law enforcement is a government function, but regulations imposed on legitimate businesses can
hamper their competitiveness, yet the private sector was unanimous in wanting to cooperate with diVerent
stakeholders to find the most cost eYcient and eVective tools against the problem of illegal logging.

The ENA FLEG declaration will need vigorous follow-up by the countries involved to ensure they
live up to their commitments.
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Tuesday 1 November 2005

Members present:

Joan Walley, in the Chair

Mr Peter Ainsworth Colin Challen

Memorandum from FERN

How useful has the work of the CPET proved? How should its role develop to ensure future progress on the
issue of sustainable timber procurement?

Usefulness of CPET Work

The CPET (Central Point of Expertise) process has been instrumental in developing criteria for the
endorsement of forest certification schemes that are acceptable to all stakeholders, including the timber
industry and environmentalNGOs. The process to develop these criteria has been transparent and inclusive,
which should be commended.

Problems with the Work of CPET

However, the second step of the process has been questionable, to say the least. This step—the scoring of
certification schemes on the basis of CPET criteria—has been criticised by FERN and other environmental
NGOs as being unscientific, not suYciently inclusive, and open to challenge. In this submission, we focus
on how CPET should improve significantly its assessment and scoring of existing certification schemes, as
we believe that this is the key element to ensure progress on sustainable timber procurement.

FERN, jointly with Greenpeace, FoE and WWF, has assessed the SFI (Sustainable Forestry Initiative)
and the PEFC (Programme for the Endorsement of Forest Certification), using the CPET criteria. This
consortium disagreed with DEFRA (or rather ProForest—the consultancy appointed by DEFRA) on the
scoring of more than half of the criteria. In our assessment, neither scheme would have been endorsed.
Therefore, it is our conclusion that the current CPET scoring system cannot be supported and needs to
change.

Furthermore, there is growing well-documented evidence that forest certification schemes do not always
implement their own policies. We are particularly concerned with the CSA (Canadian Standards
Association) scheme, as most of the CSA’s certificates have now been formally challenged by the Sierra
Legal Defence Fund, on behalf of environmental NGOs (Sierra Club) and indigenous peoples’
organisations (National Aboriginal ForestryOrganisation). The appeal states that in 11 of the 12 companies
investigated, there were no reasonable grounds to conclude that the CSA’s requirements had been met.1

The CPET assessment, being a desk assessment only, will not always be able to identify non-compliance.
This leaves it vulnerable to endorsing schemes that do not deliver sustainable forest management on the
ground. One solution to this problem would be field audits, although this would be a costly solution.
Another option would be to re-examine the CPET criteria if, after further scrutiny, it is revealed that timber
from badly managed forests was being accepted.

It is imperative that CPET ensures that all endorsed certification schemes continue to deliver timber
sourced from well-managed forests. Failure to do so would undermine the stated aims of CPET and with
them, the UK Procurement Policy.

Ways Forward

To address these concerns, we would suggest the following changes to the CPET process:

— CPET, on behalf of DEFRA, would need to carry out an urgent revision of the existing accepted
forest certification schemes, taking into account the full FERN, Greenpeace, FoE and WWF
analysis.

— A new procedure would need to be developed for the revision of accepted schemes. We propose a
procedure that would allow for annual revisions, and would take into account comments received
by interested parties, such as NGOs and the timber industry.

1 Sierra Legal Defence Fund, 11 complaints against CSA certified companies (29 October 2004).
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— CPET would have to undertake a fully inclusive process of reviewing its criteria and developing
guidelines on how to implement these criteria, to prevent certification schemes that permit bad
forest management practices slipping through the net and being accepted under the CPET
assessment procedure.

— CPET would have to consult all stakeholders on the guidelines to be prepared for the scoring of
schemes based on the above.

How reliable are the certification schemes for timber endorsed by CPET? Are there concerns regarding either
the sustainability or legality of any of them?

There are serious concerns with regard to the sustainability of three of the four approved schemes and
with regard to the legality of all endorsed schemes.

With regard to sustainability: As stated above, FERN, together with WWF, FoE and Greenpeace, has
carried out an assessment of two of the four endorsed schemes, namely the PEFC and the SFI. We dispute
13 of the 26 criteria for the PEFC, and 18 of the 26 criteria for the SFI. In our opinion, the SFI and PEFC
schemes clearly do not meet the threshold for endorsement, as developed by CPET, and therefore should
not have been endorsed.

In FERN’s analysis2 neither the CSA, the PEFC, the MTCC (Malaysian Timber Certification Council)
or the SFI meet the minimum requirements for a credible certification process described by governments,
NGOs and the timber industry. All these actors have described what minimum requirements for credible
certification schemes should be [see box 1]. These include: minimum performance-based standards,
transparency, and independence of vested interests. A close look at all four schemes shows that, with the
exception of the FSC, not one meets all of these minimum standards. The MTCC, CSA, SFI and PEFC all
lack clear minimum thresholds before issuing a label; and the PEFC and SFI schemes lack transparency
because crucial documents, such as certification reports and documents relating to certification procedures,
are not made available to the public. Also, the PEFC, CSA, SFI and MTCC are not independent of vested
interests as in all cases “economic” interests (the timber industry or forest owners) have a larger say over
the development of standards than social or environmental interest groups.

BOX 1

Agreed Minimum Criteria for Forest Certification Schemes

Governments, industry and NGOs appear to agree to some extent on the key components of a
credible certification scheme, including: the assessment of performance on the ground (not just on
paper); transparency; and independence of vested interests.

1. Performance on the ground

The first intergovernmental agreement on forest certification was reached within the
Intergovernmental Panel on Forests (IPF) under the auspices of the United Nations Commission on
Sustainable Development. In 1997, the IPF adopted a number of Proposals for Action relating to
certification. The panel emphasised “that the development of criteria and indicators [through
governmental processes such as the Helsinki and Montreal processes] is primarily intended for
promoting and monitoring sustainable forest management, and not for imposing certification
schemes for forest products. [These] criteria and indicators are not performance standards for
certifying management at any level.”3

The message that certification schemes need to be based on performance requirements has since
been repeated in diVerent forums, such as the FAO (UN Food and Agricultural Organisation) and
the European Union: “it is important to recognise the diVerences between indicators for sustainable
forest management and certification standards. While indicators are used to show the state of the art
and to monitor changes with regard to relevant aspects of sustainable forest management (as defined
by criteria), certification standards lay down a certain quality level or performance standards that
has to be achieved.”4

2. Transparency, participation and independence

The IPF Proposals for Action, agreed by all governments, state: “Governments have a role in
encouraging transparency, the full participation of interested parties, non-discrimination and open
access to voluntary certification schemes.”5 Proposal For Action 133, relating to certification and
labelling, reads: “[the panel] urged countries to support the application to certification schemes of
such concepts as: open access and non-discrimination in respect of all types of forests, forest owners,

2 FERN, Footprints in the forest, current practise and future challenge in forest certification (FERN, January 2004). Available
at www.fern.org

3 Report of the ad hoc intergovernmental panel on forests on its fourth session, E/CN.17/1997/12 (20 March 1997).
4 EU statement regarding agenda item 6: criteria and indicators of sustainable forest management of all types of forests and
implications for certification; 7 March 2001.

5 Report of the ad hoc intergovernmental panel on forests on its fourth session, E/CN.17/1997/12 (20 March 1997).
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mangers and operators; credibility;6 non-deceptiveness; cost-eVectiveness; participation that seeks to
involve all interested parties including local communities; sustainable forest management and
transparency.”

The Forestry Industry (in the International Forestry Industry Roundtable (IFIR)) supports this
approach in its report, Proposing an international mutual recognition framework.7 It lists the
following criteria for credible certification schemes: conformity with sustainable forest management
standards and legislation; “the influence of all stakeholders shall be balanced and consensus
outcomes shall be sought”; scientifically supported; continual improvement; non-discriminatory
“accommodating all forest types, sizes and ownership structures”; repeatability, reliability and
consistency; independence and competence; transparency; SFM claims; chain of custody.
Finally, the World Bank, when adopting its new Forest Policy in November 2002, states that:8

“To be acceptable to the Bank, a forest certification system must require:

(a) compliance with relevant laws;

(b) recognition of and respect for any legally documented or customary land tenure and use
rights as well as the rights of indigenous peoples and workers;

(c) measures to maintain or enhance sound and eVective community relations;

(d) conservation of biological diversity and ecological functions;

(e) measures to maintain or enhance environmentally sound multiple benefits accruing from
the forest;

(f) prevention or minimisation of the adverse environmental impacts from forest use;

(g) eVective forest management planning;

(h) active monitoring and assessment of relevant forest management areas;

(i) the maintenance of critical forest areas and other critical natural habitats aVected by the
operation.

In addition to the requirements above, a forest certification system must be independent, cost-
eVective, and based on objective and measurable performance standards that are defined at the
national level and are compatible with internationally accepted principles and criteria of sustainable
forest management. The system must require independent, third-party assessment of forest
management performance. In addition, the system’s standards must be developed with the
meaningful participation of local people and communities; indigenous peoples; non-governmental
organisations representing consumer, producer, and conservation interests; and other members of
civil society, including the private sector. The decision-making procedures of the certification system
must be fair, transparent, independent, and designed to avoid conflicts of interest.”

Conclusion

In short, the World Bank, governments and the forestry industry all seem to agree on most of the
conditions for credible certification schemes such as balanced participation, transparency,
consistency and replicability, and measurable, minimum performance-based standards.
Nonetheless, most of the certification schemes researched here do not meet these demands. No
scheme, with the exception of the FSC, requires balanced participation of all stakeholders and no
scheme, with the exception of the FSC, is based on clear and meaningful minimum performance
standards. The SFI and CSA allow individual forestry companies to customise the standards against
which they will be measured and certified. This means that the standards of these programmes vary
on a case-by-case basis. Transparency is a serious problem in most schemes. Finally, theWorld Bank
clearly states that certification schemes must be designed to avoid conflict of interests; this demand
is violated by the CSA, PEFC, and SFI, as the decision-making structure is clearly dominated by the
forestry sector.

Furthermore, the SFI, CSA, PEFC andMTCC all allow for forest management practices, widely seen by
the environmental and social NGO community as being non-conducive to sustainable forest management.
These include large-scale clear-cuts, the use of genetically modified trees, and the conversion of (old growth)
forests to tree plantations or other land uses. The PEFC scheme is known to have certified the logging of
the last few stands of old growth forests in Scandinavia and violated customary rights of Sami people in
Lapland; the SFI has certified forestry practices which are seen as the most destructive in the US, and the
MTCC has certified logging operations in forests without the authorisation of indigenous groups living in
these areas.

6 The term credibility is a vague term. Bass and Simula (1999) have interpreted this term as multi-stakeholder support,
transparency, reliability and accountability.

7 IFIR,Proposing an internationalmutual recognition framework:Report of working group onmutual recognition between credible
sustainable management certification systems and standards (February 2001). www.sfms.com/pdfs/ifirframework.pdf.

8 http://wbln0018.woeldbank.org/institutional/manual/OPmanual
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Attached (Annex 1) is a short analysis of whyFERNbelieves that these schemes do not yetmeetminimum
requirements for a credible consumer label. By endorsing these schemes as providing “sustainably
produced” timber, the CPET process has seriously undermined progress towards true sustainable forest
management.

With regard to legality: Verifying legality is often seen as a first step towards certifying sustainability,
including in the approach chosen by the UK Government. However, several studies have pointed out
problems with this approach. A recent final draft of a report by SGS Global Trade Solutions, written for
the World Bank/WWF Alliance, states:

“Certification schemes such as FSC, PEFC or ISO 14000 . . . may not be the most appropriate and
comprehensive solutions to the illegal logging problem . . . These “quality assurance” systems have
not been designed as tools to enforce the law and to be made compulsory. They are not based on
regular and unannounced audits and on continuous sampling and they rely on paper-based chain-
of-custody systems that are possible to forge. Given this, certification schemes do not provide the
level of confidence that is likely to be required to demonstrate legal origin.”9

The same report points out that improving the “current rules and regulations” may not be adequate to
detect illegal logging and to prevent fraud. Concerning certification in Africa, the report states:

“By design, certification cannot be used as a detection tool: although ‘respect of all national and
local laws and administrative requirements . . . and of all the provisions of binding international
agreements . . .’ is part of FSC principles 1.1 to 1.5, certification audits do not involve probing, in-
depth investigation for fraud. Legality is not the primary concern: assessors are not policemen.
Certification is a quality assurance approach and demands trust and goodwill. Initial assessments
and surveillance visits are limited in time, frequency and area. Current chain-of-custody
requirements and audit systems are therefore vulnerable to abuse.”10

Another World Bank report,11 clearly states the need for physical segregation of certified products from
non-certified products throughout the chain from forest to retailer, as well as the need for independent
monitoring of the chain of custody to detect illegal practices. If a label endorsing a forest product as being
from well-managed forest is to be used as independent validation that the wood is legally sourced, three
conditions have to be fulfilled:

(i) the forest certification standard needs a clear requirement that national laws have to be abided by;

(ii) the standard needs to be implemented eVectively; and

(iii) there needs to be eVective chain of custody control from the forest to the point at which the product
is labelled.

In order to eVectively exclude non-certified content, a credible chain of custody should include three main
elements: identification, segregation and documentation. Segregation requires clients to physically keep
certified wood separate from uncertified wood at all phases of transportation, production, distribution, sale
and export. Accurate records need to be maintained for the production of certified products.

In conclusion, FERNbelieves that forest certification schemes are not ideal tools to address illegal logging
practices, although some schemes are notably better at identifying illegal practices than others, depending
on the standard requirements and implementation processes and the rigour of the chain of custody.
Currently, only the Canadian Standards Association’s scheme (CSA) and the Forest Stewardship Council
(FSC) have a chain of custody that requires segregation for solid wood products and demand legality in their
standards and could therefore qualify as a first step in verification of legality. However, these schemes are
not (yet) based on unannounced audits, continuous sampling and independent monitoring of the chain of
custody, which is seen as essential for verification of legality.

Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
does not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

The following facts are important:

— According to the World Resources Institute, at most 20% of the wood produced in the tropics is
exported; whereas at least 80% is typically consumed in the localmarkets. InBrazil, 86.6%of all the
wood produced in the Amazon region is sold on the domestic market. Certification requirements
in Europe will only directly impact on those forests that export timber and wood products to the
European market.

9 SGS Global Trade Solutions (2003), “Legal Origin of Timber as a Step Towards Sustainable Forest Management”, Final
Draft, September 2002–June 2003,World Bank/WWF Alliance, p 2.

10 SGS Global Trade Solutions (2003), p 9.
11 Dennis P Dykstra et al, “Wood tracking: verification and monitoring the chain of custody and legal compliance in the timber
industry”,World Bank Discussion Paper (Date).
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— More 90% certified forests lie in the North. Only an estimated per cent of certified forests are
situated in the tropics. Hence, certification as a tool will have a larger impact on forest biodiversity
in the North than in the tropics.

— Of the four major certification schemes (SFI, CSA, PEFC and FSC), only the FSC has a large
number of certifications in the South. Forest certification in the tropics is not simple or
straightforward. It is still relatively new concept and only a few certifications are applicable on a
commercial scale. If we consider just the Amazon region, there are more than 3,000 lumber mills;
only a handful has been granted (FSC) certification. As of October 2000, only five forest areas in
Brazil have been certified (a total of 21.440 ha).

— The tropical certification schemes which have been created in recent years, are the MTCC
(Malaysia), Cerflor (Brazil), and Certfor (Chile) and their focus is primarily on certification of
plantations rather than forests. All have been highly criticised by local and national NGOs in their
respective countries as certifying “business-as-usual practices” and for failing to contribute to
improved forest management.

In short, forest certification will only address a certain percentage of timber imports. Forest certification
is not a panacea to solve the forest crisis, other measures are needed. Clearly more is needed to ensure that
the timber requirements of the UK and EU countries do not, in so far as possible, cause negative impacts
on forests and biodiversity in the tropics. This varies from aid and trade measures to re-adjusting financial
flows, notably investment flows, to timber procurement measures. For aid, trade and financial measures I
would like to refer to FERN reports which address these issues.12

In terms of timber procurement it would be advisable to:

— Develop and implement strategies to reduce timber and pulp and paper consumption and increase
recycling and re-use of timber, pulp and paper;

— Use, wherever possible, timber and timber products (including paper) originating in Europe. This
is important to lessen the demands on forests in developing countries—specifically with growing
demand in India and China—as well as to ensure a healthy European forestry industry which
cannot easily compete with cheap imports of paper and pulp from the South.

— Buy FSC certified timber, when purchasing timber from the tropics cannot be avoided. Currently,
the FSC is by far the least disputed certification scheme;

How satisfactory are the EU proposals for FLEGT?Will they be stringent enough to have a significant impact?

This is as yet unclear. The central activity of the Action Plan is to develop voluntary bilateral or regional
partnership agreements, with the aim of creating a caucus of the main wood-producing and importing
countries. Timber exporting partner countries would then “license” as “legal” all timber exports to the EU
(or other importing countries joining the caucus). The licensing scheme would initially cover a limited range
of products (logs, sawn timber and plywood) and eventually be extended to other categories. In order to
implement these voluntary partnership agreements the Commission must draft a regulation that will form
the legal basis for a licensing scheme and would allow customs to seize non-licensed timber products.
Obviously this “licensing scheme” begs a lot of questions such as: “who decides what is legal”; “who decides
which timber will be licensed as legal or illegal”; “who decides when and how to award a licence for legality”;
“what control mechanisms need to be in place?”; “who will benefit from such a scheme?” etc.

Furthermore, there is a clear danger that the EU’s eVorts to curb illegal logging with such a licensing
scheme will unwittingly encourage national governments to water-down their existing environmental laws
rather than strengthen them. This could lead to weakening existing forest laws, or even to legalising current
illegal practices, in order to satisfy the EU and other international markets. All this would certainly
undermine local struggles for forest law reform and would have a significant—but negative—impact.

Nevertheless, FERN has been cautiously positive about the FLEGT Action Plan—why?

Firstly, the Action Plan highlights clearly some of the underlying causes of forest loss by mentioning the
challenge to “ensure that actions to address illegal logging, particularly enhanced law enforcement, do not
target weak groups, while leaving powerful players unscathed. This requires careful considerations in
countries where corrupt elements within the police and judicial services operate in complicity with large-
scale illegal business activities.” This is the first EU document that actively promotes policy reform. Also,
in terms of highlighting the underlying causes of illegal and unsustainable logging practices and hinting
towards possible solutions, this Action Plan is themost progressive EUdocument on forests to date, thereby
opening a door to discuss issues such as forest law reform, tenure rights and corruption.

12 Specifically: FERN; Forests at the edge: A review of EC aid spending; November 2002—FERN; Trade liberalisation and its
impact on forests: An overview of the most relevant issues; July 2000—ECA Watch coalition; Race to the Bottom Take II:
an assessment of sustainable development achievements of ECA-supported projects; September 2003. All are available at
www.fern.org
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Secondly, the Council of the European Union, in its adoption of the Action Plan, showed that it is fully
aware of the political nature of the issue, as it called on the European Community and its member states in
implementing the Action Plan to:13

— strengthen land tenure and access rights especially for marginalised, rural communities and
indigenous peoples;

— strengthen eVective participation by all stakeholders, notably of non-state actors and indigenous
peoples, in policy-making and implementation;

— increase transparency in association with forest exploitation operations, including the
introduction of independent monitoring;

— reduce corruption in association with the award of forest concessions and the harvesting and trade
of timber.

Thereby the Council has paved the way for the implementation of the Action Plan, which could address
the underlying causes leading to forest loss such as unclear and unjust tenure rights, corruption, lack of
transparency and lack of participation in policy making.

Thirdly, the FLEGT process has, to date, created some political space for NGOs from the South—
notably Indonesia, Ghana, and Brazil—to push for their own agenda, including most of the issues listed
above.

Fourthly, the Action Plan goes beyond just the FLEGT licensing scheme and also calls for long overdue
diligence procedures for financial institutions, such as export credit agencies and private banks, as well as
asking member states to look into implementing other measures such as money laundering legislation and
stolen goods legislation. By doing so, theAction Plan has opened a debate for reformof financial institutions
and forced member states to look at their own legislation.

So, on the one hand, the FLEGT Action Plan, including the FLEGT licensing scheme, has the potential
to create opportunities for civil society to push for solutions to highly political issues, such as land rights
and tenure rights, transparency, corruption and often much needed forest law reform. Yet conversely, the
FLEGTAction Plan, and particularly the FLEGT licensing scheme, has the potential to undermine national
and local campaigns. It all depends on what the final texts look like and how the FLEGT licensing scheme
will be implemented. At this stage, it is too early to say whether the FLEGTAction Plan will have a positive
or a negative impact.

However, even in the best-case scenario, the FLEGT licensing scheme will only address a small part of
the illegal timber trade, namely only the trade with producer countries who choose to start a FLEGT
partnership agreement with the EU.As a result, FERN, jointly withGreenpeace andWWF, has argued that
the FLEGT licensing scheme should be embedded in broader legislation allowing customs to seize all
illegally-sourced timber and supporting partner countries to improve forest management practices. The
three organisations have hired a law firm that has developed an EU Regulation which would do exactly
that.14 However, it is unclear if and how this legal proposal would be politically feasible at EU level.

Should the social impacts of forestry be taken into account within certification schemes? Would it be legal to
do so?

There is no such thing as sustainable forest management without taking into account social issues
including labour rights, tenure rights, and health and safety. FERN has, jointly with FoE and Greenpeace,
presented a submission to the UK Environmental Audit Committee15 (22 February 2005) stating that the
UK’s current timber procurement position, which excludes social criteria, is in contradiction to
international agreements of which the Government is a signatory and which the Government cites in its
advice to procurement authorities. Furthermore, the submission clearly outlines that in our view, there is
no legal reasoning behind the UK’s claim that social aspects of forest management cannot be taken into
consideration due to the EU Procurement Directives. In our opinion, environmental matters related to the
way in which forests are managed have the same demonstrable bearing on the quality of the finished product
as social matters. It is disingenuous to claim, for example, that protection of a rare species is in some way
more relevant to a contract to supply timber than a similar criterion concerning prevention of harm to forest-
dependent people or protecting indigenous peoples’ rights. Other EU governments, such as Denmark’s,
have included social elements in their procurement policies and the Dutch and German governments are
considering doing so also. Therefore, we are pleased that the UK Government has stated that is revisiting
this aspect of its policy, as stated by UK Minister Elliot Morley in a meeting with UK NGOs, including
FERN.16

13 Council of the European Union (2003) Communication from the Commission to the Council and the European Parliament on
Forest Law Enforcement, Governance and Trade (FLEGT): Proposal for an EU Action Plan—Council Conclusions, p 3.

14 Draft legislation is available at www.fern.org or at www.illegal-logging.info and is available from infowfern.org
15 FERN, Greenpeace and Friends of the Earth submission to UK Environmental Audit Committee on the need for inclusion
of social criteria in the UK Timber Procurement Policy (22 February 2005).

16 Letter from ElliotMorley toWWF, Greenpeace and FERN (11 August 2005) in response to a letter from these organisations
to Elliot Morley (20 July 2005).
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FERN’s position was strengthened by a recent legal opinion, commissioned by WWF, looking into the
matter of the use of social and other criteria in the public procurement process. This legal opinion also
concludes that “. . . [social] criteria can be lawfully and properly be taken into account in a public
procurement exercise if they are objectively justifiable, proportionate and non discriminatory, a fortiori
where they reflect (1) generally accepted international standards and legal norms; 2) a policy stance taken
in international instruments or agreements to which the EU is a signatory or which the EU has in some other
way adopted or supports or (3) an objective of the EU Treaty.”17 In short, there seems to be no legal basis
to exclude social criteria, such as land-rights and user rights, from timber procurement policies.

How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

It is too early to tell: the Tropical Forest Trust has carried out research on behalf of the UK and Dutch
Timber Trade Federations showing that virtually no timber from Indonesia, entering into the EU, is legally
sourced.With illegally sourced timber in the spotlight, manyUKandDutch companies are looking for other
sources of timber. Subsequently, (illegal) timber imports from Indonesia to the UK have decreased
drastically (by an estimated 30–50%). As there is as yet no formal partnership agreement in place between
the EU and Indonesia, the impact of the bilateral agreement between the UK and Indonesia (which can be
seen as a potential predecessor of an EU FLEGT partnership agreement) is diYcult to measure.

Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto Protocol have
any implications for certification schemes?

Yes, the inclusion of forestry projects in the Clean Development Mechanism (CDM) within the Kyoto
Protocol has implications for certification schemes, and they are likely to be negative. None of the existing
certification schemes was developed with climate change considerations in mind. As a consequence, none
of these schemes is set up to assess carbon fluxes in forest ecosystems. In addition, none of the existing
schemes includes any provisions to address carbon accounting. These provisions, however, should be of
utmost importance to ensure that carbon sequestration objectives do not undermine the objectives of forest
certification schemes, which include biodiversity conservation. Experiences to date show that carbon
sequestration objectives to run counter to biodiversity conservation objectives.18

FERN has always argued against the inclusion of forests (and plantations) in the CDM. The CDM
provides an incentive for monoculture, fast-growing species that maximise carbon uptake. This incentive
for monoculture tree plantations with exotic species—that typically grow faster than native species- runs
counter to eVorts to increase the use of native tree species and restore single-age tree stands into multiple-
age, diversely structured forests. These aspects are all the more problematic given the controversies as to
whether or not carbon fluxes in forest ecosystems can even bemeasured with the accuracy needed for carbon
accounting schemes such as the CDM. FERN, jointly with the Cornerhouse, submitted a detailed
memorandum to the UK Parliamentary Environment Audit Committee’s Inquiry into the International
Challenge of Climate Change, which contains our position on forests and the CDM.19

September 2005

Memorandum from Greenpeace

Greenpeace is an independent non-profit global campaigning organisation that uses non-violent, creative
confrontation to expose global environmental problems and their causes. We research the solutions and
alternatives to help provide a path for a green and peaceful future.

17 “In the matter of the use of social and other criteria in the public procurement process”, Legal Opinion by Monckton
Chambers, 1&2 Raymond Buildings (12 July 2005).

18 Experience with certification of “carbon sinks” by the Forests Stewardship Council confirms FERN’s concerns that the
inclusion of forestry projects in the CDM may have a negative impact on forest certifications schemes. At least four FSC
certificates have been issued to forestry projects linked to the CDM carbon market. Three of these certificates are very
controversial and have been challenged by NGOs, including FERN. Although the certification body did not directly assess
the carbon measurements, in all three cases the existence of carbon contracts appears to have added pressure on the
certification body to issue the FSC certificate. Not doing so would have in at least two cases (Plantar and V7M do Brasil
certifications in Minas Gerais, Brasil) excluded the companies seeking certification from the carbon market, because the
institution under whose auspices the carbon projects were conceived, required FSC certification of all forestry projects in its
carbon finance portfolio.

19 For further detail on the controversy surrounding carbon measurements in forest ecosystems see the Memorandum by
CornerHouse, SinksWatch and Carbon Trade Watch to the UK Parliamentary Environment Audit Committee’s Inquiry
into the International Challenge of Climate Change: UK Leadership in the G8 and EU, submitted by Larry Lohmann on
29 October 2004.
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Greenpeace’s ancient forest campaign is dedicated to protecting the world’s ancient forests and the plants,
animals and peoples that depend upon them.We investigate and expose the trade in illegal and destructively
logged timber. We support the rights of forest peoples. We challenge governments and industry to end their
role in ancient forest destruction. We promote real alternatives such as products certified by the Forest
StewardshipCouncil (FSC), which ensures that timber comes from environmentally and socially responsible
forest management.

“Short of a miraculous transformation in the attitude of people and governments, the earth’s
remaining forests and their associated biodiversity are destined to disappear in the coming
decades.” Klaus Toepfer, Executive Director, UNEP, May 2001

1. How useful has the work of CPET proved?

In July 2000 the UK Government introduced a new policy for all central government departments and
their agencies requiring them to “actively seek” to buy timber from legal and sustainable sources. Given that
central government procurement accounts for approximately 15% of timber used in the UK and that the
broader public sector may account for as much as 40% of UK timber, Greenpeace believe that greening
government procurement has the potential to play a very positive role in increasing the amount of timber
from environmentally and socially responsible sources in the UK market place.

Following a number of exposes by Greenpeace (Cabinet OYce—2002, HomeOYce—2003) showing that
the UK Government was still sourcing timber from illegal and unsustainable sources, the Department of
Food, Environment and Agriculture (DEFRA) established the Central Point of Expertise on Timber
(CPET) in 2004 to advise central government and its agencies on sourcing timber from legal and
sustainable sources.

To date CPET has accepted four certification schemes as proof of legality and sustainability. These
include the Forest Stewardship Council (FSC), the Canadian Standards Association (CSA), the Sustainable
Forestry Initiative (SFI) and the Programme for the Endorsement of Forest Certification Schemes (PEFC).
It has also accepted the Malaysian Timber Certification Scheme (MTCC) as proof of legality. Greenpeace
believes that this advice is having two key impacts:

1. By only accepting certified timber onto government construction projects, CPET is helping to
eliminate the worst examples of illegal and uncertified timber from being used in central government timber
procurement.

2. By accepting the CSA, SFI and PEFC certification schemes as evidence of legality and sustainability
andMTCC as evidence of legality, CPET is giving a veneer of respectability to certification schemes that fail
to recognise the rights of indigenous people, to protect forests of critical importance that have weak chain of
custody tracing and no third party auditing. It is, in eVect, driving procurement oYcers to certification
schemes that certify timber from destructively logged sources.

Greenpeace believe that, at this time, the FSC oVers the best guarantee that timber products come from
well managed forests. The specific strengths of the FSC and weaknesses of the other schemes are explored
in more detail below.

We believe that CPET should only be supporting best practise and consequently should only accept the
FSC as evidence of “legal and sustainable” timber procurement.

2. How should CPET’s role develop to ensure future progress on the issue of sustainable timber procurement?

Currently CPET has a number of structural flaws that are hindering its ability to promote the growth of
legal and sustainable timber in the UK market place. To ensure future progress on the issue of sustainable
timber procurement CPET must:

Include social criteria within the CPET assessment for sustainable forest management: In February 2005,
FERN, Greenpeace and Friends of the Earth sent a submission to the UK Environment Audit Committee
on this issue. This is enclosed for your information. In addition, we enclose a summary of the submission
below.

TheUKGovernment’s stated policy is to purchase sustainably produced timber and timber products. Yet
the Government’s criteria for sustainable forest management excludes social aspects of sustainable forest
management, such as protecting the rights, health and livelihoods of people who live in or adjacent to and
who depend on forests. This is in contradiction to international agreements to which the Government is a
signatory and which theGovernment cites in its advice to procurement authorities. It is also in contradiction
to planned procurement policies of other EU member states, notably Denmark and the Netherlands.

The Government argues that the EU Procurement Directives do not allow social aspects of sustainable
forest management to be taken into consideration in the procurement process because they have no
demonstrable bearing on the quality of the finished product. In our opinion and contrary to that of the
Government, the EU Procurement Directives can and must be interpreted in such a way as to provide as
much scope for including social aspects of sustainable forest management in public procurement practice
as there is for including environmental aspects. Several other European Governments have or will interpret



3219491002 Page Type [O] 19-01-06 22:39:12 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 41

the Directives in such a way that social aspects of sustainable forest management must be included. FERN,
Greenpeace and Friends of the Earth agree with these Governments: in our opinion there is no such thing
as sustainable forest management that does not include social aspects. This has also been clearly stated in
numerous international conventions and declarations as early as 1992, to which the UK is a signatory.

Furthermore, the Government’s claim that social aspects of sustainable forest management cannot be
taken into consideration is inconsistent with theGovernment’s admittance of environmental criteria. In our
opinion, environmentalmatters related to theway inwhich forests aremanaged have the same demonstrable
bearing on the quality of the finished product as social matters. It is disingenuous to claim, for example, that
protection of a rare species is in some way more relevant to a contract to supply timber than a similar
criterion concerning prevention of harm to forest dependent people or protecting indigenous peoples’ rights.

The UK Government, therefore, can and should incorporate into its procurement procedures the social
aspects of sustainable forest management that are embedded in the international principles to which it is a
signatory.

Assess the schemes more critically against its criteria: CPET judged each scheme against a simple scoring
system using a three-point scale against 26 criteria. In many instances Greenpeace believe this system was
leniently applied. For example, Greenpeace and its NGO partners currently dispute 13 of the 26 criteria for
PEFC and 18 of the 26 criteria for SFI.

Assess on the ground performances of each scheme: CPET’s assessment of the five certification schemes
was a desk based exercise using written documentation provided by the certification schemes. This meant
that when judging the schemes against the CPET criteria, no research was carried out in the forest as to
whether the claims that each scheme are making are actually being implemented on the ground.

All of these issues need to be dealt with as part of the CPET 6 month review process.

As noted in the previous question we believe that CPET has a responsibility to promote best practise in
the UKmarket place. If this occurs we believe that CPET should then extend its remit to include private as
well as broader public sector timber procurement. It should be a requirement for any company importing
and selling timber in the UK to be using only legal and sustainable timber.

3. How reliable are the certification schemes for timber endorsed by CPET? Are there concerns regarding
either the legality or sustainability of any of them?

Greenpeace believes that the FSC is the only internationally recognised forest certification scheme on the
market that can give rigorous and credible assurance that timber products come fromwell managed forests.
It is the only scheme supported bymajor environmental groups (includingGreenpeace, Friends of the Earth
and WWF) as well as progressive timber companies and many indigenous peoples organisations. This is
because all products carrying the FSC logo must meet the FSC Principles and Criteria of Forest
Stewardship, which cover environmental, social and economic issues. The FSC logo can only be used on
products whose chain of custody has been third party audited and monitored. This requires that the timber
be tracked through all stages of processing—from the forest to the final labelled product. Any FSC labelled
product will have a Chain of Custody number and this can be used to identify the certificate holder should
any questions arise.

We do not believe that any of the other schemes endorsed are reliable:

Key weaknesses in the Canadian Standard Association (CSA): The CSA system, which certifies logging
operations in Canadian forests, is currently facing heavy criticism from Canadian environmental and
indigenous peoples’ groups. In October 2004, these groups launched appeals against forestry operations
covering over 13 million hectares of forest certified by the CSA. The appeals follow a systematic review of
how CSA certified companies are failing to live up to the claims made within the standard.

Even when the CSA standard is being properly adhered to, no major environmental group in Canada
working on certification believes that CSA can oVer any real assurance that the timber is from sustainably
managed forests. Under the CSA system, companies set their own forest management standards and no
consistent minimum standard is required by the CSA. The scheme also fails to provide any reasonable
measures to ensure that indigenous peoples’ rights are respected and it allows large scale clear cutting of
ancient forests.

Key weaknesses in the Program for the Endorsement of Forest Certification Schemes (PEFC): PEFC
currently allows logging in old growth and other ecologically valuable forest ecosystems, like for example
in Finland. Less than 5% of Finnish forests are old growth but only 2.5% are protected—the unprotected
areas are currently being logged under the Finnish Forest Certification Scheme (FFCS), endorsed by PEFC.

The PEFC in Finland has completely failed to protect threatened species. The standard claims to protect
demarcated habitats of these species but it includes no system to map or find the habitats of these species
but it includes no system to map or find the habitats. As a consequence, habitats of threatened species are
being destroyed as part of normal PEFC practice. A recent investigation byGreenpeace, for example, found
hundreds of endangeredmushrooms, including species strictly protected under Finnish legislation in an area
about to be logged under PEFC certification.
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Moreover, the minimum standard required to receive PEFC certification is low and varies considerably
from country to country. Whilst some national standards do insist on some performance-based criteria (ie
setting specific targets to improve forest management on the ground), this is not the case in others, for
example in France.

The PEFC scheme was solely developed and dominated by the forest sector unlike the FSC, which was
developed by social, environmental as well as business groups. This means there is totally inadequate
stakeholder representation of environmental organisations and indigenous groups. In Finland, for example,
indigenous Sami communities, who are dependent on the forests for their traditional livelihood of reindeer
herding, are in conflict with the Government who logs the forests certified under the PEFC scheme.

The PEFC chain of custody, which allows for a percentage of non-certified wood fibre in PEFC-certified
products, is weak. Suppliers of raw materials need only provide a self-signed declaration that the products
do not contain anywood fibre from controversial sources. Inmost PEFCnational standards, “controversial
sources” are defined only as illegal timber: definitionsmake no reference to logging of rare, old-growth high-
conservation-value forests.

We are concerned that the PEFC scheme is likely to start certifying tropical forests in the near future.
Given the flaws set out above in the system, this could allow for illegal and unsustainable tropical timber to
start being used by the UK Government.

Key weaknesses in the US Sustainable Forest Initiative (SFI): Like PEFC, the SFI standard was
developed and approved largely for the industry by the industry, rather than by a balance of environmental,
social and economic interests. Whilst the Sustainable Forestry Board (SFB), which has governed most of
the recent changes to the SFI standard, does include some conservation groups, the forest industry still
controls two-thirds of the votes. The SFB does not include social interests.

The SFI standard does not address social issues, particularly in terms of indigenous peoples’ rights, and
it is also weak with regard to most ecological issues. Consequently, SFI-certified companies continue to log
old-growth and endangered forests, destroy the habitat of rare and endangered species and replace natural
forest with plantations. The standard also allows permanent conversion of forests to uses such as urban
sprawl- in one case certifying an operation where forest land is being turned into a 1,000 home suburban
development, with the timber labeled as coming from sustainable forestry.

Any company wishing to become SFI-certified has considerable influence over the certification process.
For example, the applicant company can work with the certification body to tailor the scope, location and
extent of the audit, the composition of the audit team, the audit plan and the audit report content.
Participants also define their own corrective actions. There is no stakeholder consultation in this process.

Normally, SFI does not require tracking of SFI-certified wood from the forest through manufacturing to
labeling and allows uncertified timber from other plantations and forests to be labeled as SFI-certified, as
long as an independent third party checks that the timber supplier has an SFI procurement system in place.
There are no requirements for certifiers to assess the actual source or the chain of custody of such timber.
This means that up to 100% of an SFI-labeled product may come from forests which do not meet the full
SFI standard.

The “legal and sustainable” status accorded by CPET applies only to a new percentage based claims
system created by the SFI. Currently no SFI certified company is using this chain of custody system so it
remains to be seen how eVective this system will be in terms of UK Government procurement.

Key flaws in the Malaysian Timber Certification Council (MTCC): Several Malaysian social,
environmental, and community-based groups were involved in reviewing the MTCC scheme in 1999.
Fourteen of these NGOs, collectively named JOANGOHutan, withdrew from the scheme in July 2001,
when it became clear that it did not guarantee legality and sustainable forest management, and did not
respect the basic rights of indigenous peoples, thereby fuelling human rights conflicts. The serious flaws
within the MTCC scheme include:

MTCC does not recognise the customary tenure and user rights of indigenous peoples and local forest
communities. For example in May 2003, 14 villagers from a Temuan indigenous community were arrested
when they tried to stop a logging company from carrying out its work on their ancestral land in Pahang.
This encroachment on indigenous land took place despite the fact that Pahang has been certified byMTCC
as “sustainably managed forest” since 2001.

MTCC has also recently certified a concession in Sarawak, despite an unresolved land claim by the
indigenous Penan people which is currently before theMalaysian courts. In February of this year, 19 Penan
leaders and 582 Penan from a remote area of Sarawak demanded an immediate withdrawal of the MTCC
certificate, and called on the company to cease the destructive logging in the area. Greenpeace has satellite
images illustrating the extent of destructive logging that we would be pleased to provide to the committee
if requested.

Additional concerns that Greenpeace have with the MTCC include the following:

— MTCC criteria and indicators fail to adequately safeguard social values and environmental
conservation.
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— MTCC certifies on the basis of whole states in Peninsular Malaysia, thereby disregarding the
variable practices within concrete forest operations in a given Malaysian state.

— MTCC lacks a well-defined performance based standard.

— MTCC Chain-of-Custody procedures and standards allow for up to 30% uncertified wood and
fibre products up to 70% with no adequate requirements on the uncertified material. Thus the
MTCC labeled products can be intermixed with illegally acquired wood.

For example, it is clear that large amounts of illegal timber are being traYcked from Indonesia to
Malaysia. Figures from theMalaysian Statistical oYce record log production of one species, selangan batu,
as 404,000 m3 in the year 2004; yet record log exports of the species as 585,000 m3, and sawn timber exports
of the species as 210,000 m3. This means that legal exports of selangan batu products from Sarawak are
nearly double legal production. Given that 30% of the timber being certified as MTCC does not require
chain of custody documentation from auditable third party assessors, it is apparent there is a high risk illegal
timber could be entering the MTCC supply chain.

Our recent report, “Missing Links, Why the Malaysian Timber Certification Council (MTCC) certificate
doesn’t prove that MTCC is legal and sustainable” is attached.

4. Is there suYcient data available to determine where and how timber purchased by Government is sourced?

No. We believe that each time a government department or its agencies procure timber they should be
able to provide documentation showing the chain of custody of the timber back to its forest source. They
should also be able to prove the certification scheme under which the timber was procured. This information
should be publicly available.

5. How stringent are the EU proposals for FLEGT?Will they be stringent enough to have significant impacts?

To address the problem of illegal logging, the European Commission adopted an Action Plan on Forest
Law Enforcement, Governance and Trade (FLEGt) in May 2003. Amongst other things, the Action Plan
recommended the development of Voluntary Partnership Agreements (VPAs) with producer countries,
which aim to improve governance and management in the forestry sector and implementing a system to
ensure that only legal licensed timber will be exported from signatory countries to the EU. It also
recommends the development of further legislative options that could include legislation to prohibit the
import of illegally logged timber products into Europe.

Whilst VPAs could help reduce the amount of illegal and unsustainable timber entering Europe, there are
loopholes in the voluntary mechanisms being proposed.

VPAs will only apply to timber producing countries that agree to enter into such agreements and they will
only cover direct trade with Europe, not timber products imported via a third party country, such as China.
Plywood from China, for example, comprised 50% of UK plywood imports in June 2005. More than half
of China’s total timber imports come from Russia, Malaysia, and Indonesia, with Papua New Guinea,
Burma and Gabon also being significant exporters. In all of these areas illegal and unsustainable logging is
rampant.

The voluntary approach also seriously undermines the trade of legal and well managed timber by
responsible companies by implicitly condoning the trade in illegal timber.

Greenpeace believes that the voluntary approach proposed by the Commission, will only have a limited
impact unless comprehensive legislation to stop the import of illegal timber and promote sustainable forest
management worldwide.

At the end of November 2004 Greenpeace, FERN and the WWF circulated a draft law to governments
of the EUMember States, which outlined how legislation to stop the import of illegal timber and promote
environmentally and socially responsible forest management could work. It is based on a three step
approach, which would be complementary to the voluntary FLEGT licensing scheme as proposed by the
European Commission (See attached). A legal study commissioned by the Belgian Government has
concluded that such legislation is “legally and technically feasible” and WTO compatible.

Over 180 Non Governmental Organisations and 70 progressive EU companies including B&Q,
Homebase and Habitat (UK), Castorama (France), IKEA and Skanska International (Sweden), Unital
(Union of Italian Industries of Wood Furniture), JYSK Nordic (Denmark) and Puertas Luvipol (Spain),
also called on the Commission to introduce legislation that will lead to clear rules in Europe for fair
competition and sustainable markets. (See attached NGO and Industry statement)

From April to July lobbying by Greenpeace and allies led to the Parliament increasing pressure on the
Commission on this issue. It adopted a resolution calling on the Commission to go beyond the proposed
voluntary regime and put forward legislation to ban the import of illegal wood products.
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Greenpeace believes that the European Commission must:

— Adopt legislation to halt the import and marketing of illegally logged timber into Europe and
promote environmentally and socially responsible forest management worldwide. Such a law
should allow for the prosecution of individuals and companies involved in the illegal trade of
timber and timber products. Ultimately such a law will ensure European consumers that only
timber products from legal and well managed forests are sold in their marketplace.

— Develop strong Voluntary Partnership Agreements (VPAs) between producer countries and the
EuropeanUnionwhichwill tackle corruption andweaknesses in the forest governance of producer
countries and that will fully involve a broad range of stakeholders within those countries, leading
to sustainable forestmanagement practises, such as those specified under the principles and criteria
of the Forest Stewardship Council (FSC).

— “Green” their timber procurement by introducing legal and sustainable purchasing criteria, so that
they no longer fuel illegal and destructive logging activities using public money.

— Implement and enforce existing national and European legislation on bribery and money
laundering, which are regularly linked to the trade in illegally logged timber.

— Provide suYcient funding for forest conservation and sustainable forest management in timber
producing countries and ensure that EU subsidy programs do not fund or promote forest
destruction on the ground.

— Ensure the FLEGT licensing scheme covers all wood products. For example, pulp, paper and
furniture, which represent 40% of total Indonesian exports are not currently included in the
scheme.

6. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

Greenpeace believe that FSC certification is the best assurance, at this time, that timber products come
from legal and well managed sources. However, currently only a small percentage of timber products comes
from FSC certified sources and masses of timber continues to flood onto the market from illegal and
destructive sources, which is having a devastating impact in timber producing regions, like Indonesia, and
the Amazon Basin.

Need for EU legislation to stop the import of illegal timber

As mentioned above there is currently no legislation in place to stop illegally logged timber entering
Europe. At the moment orang-utan habitat can be illegally logged in Indonesia, shipped into the UK as
garden furniture or as plywood for building sites, with no legal sanction. Neither UK nor EU oYcials have
the legal power to seize such shipments of timber, even if they know it is illegal. Greenpeace believe that
comprehensive legislation is critical to stop the import of illegal timber into Europe and promote sustainable
forest management worldwide.

Greenpeace is becoming increasingly frustrated by theEuropeanCommissionwho seemunwilling to look
beyond voluntary mechanisms, despite the commitments made in the FLEGT Action Plan to undertake an
analysis of legislative options. In response to an MEP question, Louis Michel, EU Commissioner for
Development stated:

“The [European] Commission is still of the opinion that an approach on a voluntary basis is the
best method to combat illegal logging eVectively. This serious problem can only be solved with the
full collaboration of the timber producing countries.”

This ignores the opinion of the European Parliament, which called on the Commission in the motion that
gained cross-party support, to go beyond the voluntary regime proposed and put forward legislation to
criminalise the import of illegal wood and promote sustainable forest management (see attached European
Parliament, Motion for a Resolution to speed up the implementation of the FLEGT EU Action Plan).

Moreover, we are also very concerned that despite strong language on illegal logging being a priority of
theUK government, we have yet to see strong action on this issue. On 26May 2000 in a letter toGreenpeace
Tony Blair stated:

“As you know, a report on the implementation of the G8 Action Programme on Forests will be
considered in July. The UK will continue its eVorts to tackle illegal logging, domestically,
bilaterally and multilaterally and will encourage our G8 partners to do the same.”

In May 2003, Michael Meacher, the then Environment Minister stated in a letter to Greenpeace:

“The UK Government gives absolute priority to combating the importation and use of illegally
logged timber in the UK.”
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Our concern is that the UK Government, like the EU Commission, is unwilling to take action beyond
voluntary mechanisms. Given that the UK currently has the EU Presidency and the clear need for strong
political leadership on this issue at this time, it is our belief that it is amoral obligation of theUKgovernment
to propose legislation to the EU which will ban this illegal trade.

Potential for national legislation

Given the lack of political will at the EU level for comprehensive legislation to stop the import, sale and
marketing of illegal timber, Greenpeace UK is additionally exploring the possibility of national legislation.
This option is already being explored in Germany—the Draft Virgin Forests Act—which has been designed
as an amendment to an existing nature conservation act, allowing WTO trade rules to be avoided.

We believe that such an initiative would complement and underpin a future EU law. Furthermore, such
legislation would be in line with the commitment made by the EU Member States in conclusions in the
Agriculture Council October 2003 “to promote the Commission with relevant information regarding
national legislation which could be applied to address the illegal logging issue.”

Greenpeace is also concerned by the mixed messages that are coming from the UK Government on the
role that the UK can play on this issue. On the 20 July 2004Minister ElliotMorely welcomed progress being
made by the Commission on illegal logging by stating:

“This is an important step in international eVorts to combat illegal logging: the EU, including the
UK, is a significant importer of timber and shares responsibility with timber-producing countries
to tackle illegal logging and its associated trade. We are determined to ensure we have eVective
legal powers in the EU to deal with this.”

However, in a letter to Mike Hancock MP (14 September 2005), he stated (see attached):

“The UK can not unilaterally enact legislation that would stop imports of illegal timber. In
addition, by itself, the UK’s timber consumption is insuYcient to result in changes in demand
patterns that would significantly reduce the volume of illegally harvested timber entering world
trade.”

Given the significant volume of illegal and destructively sourced timber that is entering the UK market
place this is an abdication of responsibility by a Government that claims to be seriously committed to the
issue of illegal logging.

7. Should the social impact of forestry be taken into account within certification schemes? Would it be legal to
do so?

Yes. This point is addressed in a previous question above. Additionally please see previous submission
to EAC.

8. How successful has the bilateral agreement with Indonesia been in reducing the import of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

We believe there has been some reduction in the amount of timber products from Indonesia coming into
the UK. However, it is our belief that this has been the result of market pressure by Non Governmental
Organisations on companies selling Indonesian products in the UK, than a result of the MOU.

More worrying is that Indonesia still has the highest rate of illegal logging in the world, 90% and one of
the longest list of endangered species in the world. This timber continues to come into the EU and UK
market place and will continue to do so until we have comprehensive EU legislation in place to stop the
import of illegally logged timber and promote sustainable forest management worldwide.

Attachments:

— Earlier submission to the Environmental Audit Committee on social criteria.

— Industry statement on the need for EU legislation.

— NGO statement on the need for EU legislation.

— Climate Change and Environment Minister Elliot Morley Letter to Mike Hancock MP
14 September 2005.

— Missing Links, Why the Malaysian Timber Certification Council (MTCC) certificate doesn’t
prove that MTCC is legal and sustainable.

— A possible European Union Trade Ban on Illegally Sourced Timber and Timber Products.

— European Parliament, Motion for a Resolution to speed up the implementation of the FLEGT
EU Action Plan.

September 2005
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Annex I

A QUICK COMPARISON OF THE FIVE FOREST CERTIFICATION SCHEMES ENDORSED BY
THE UK GOVERNMENT AS PROOF OF LEGALITY (MTCC) OR LEGALITY AND

SUSTAINABILITY (PEFC, SFI, CSA AND FSC)

Canadian Standard’s Association (CSA)

Main positive points

— The CSA standard does include (some) minimum performance requirements.

— CSA has developed a well-described participation process; each certification includes broad
stakeholder participation and consultation.

— The CSA has a very well developed chain of custody system.

Main negative points

— Companies can develop their own certification standard on a case by case basis, thereby not
presenting a consistent minimum standard.

— Although local stakeholder processes are well defined they are nevertheless under the control of
the company and their scope is so broad that they may or may not be eVective in truly improving
forest management.

— InsuYcient procedures for addressing the rights and interests of indigenous peoples.

Conclusion

The CSA standard can provide an eVective tool to improve relations between the company and local
people. However, the fact that there is no meaningful minimum performance threshold and that companies
can influence the local certification standard (ie the indicators and targets against which performance is
measured) used for their audit are problematic for a scheme that wants to deliver a product label. Broad
stakeholder consultation is a good thing, but allowing companies to set their own standards on a case-by-
case basis is not. A standard that does not result in standardised levels of performance is not a true
performance standard. Therefore, until the CSA has developed a clear minimum threshold a product label
is not really suitable.

Forest Stewardship Council (FSC)

Main positive points

— Balanced participation of economic, social and environmental interests in decision making at all
levels, including in the development of the standards.

— Thorough and well formulated procedures.

— A credible performance based standards that qualifies for a consumer label: FSC certified forests
prohibit the clearing of natural forests for replacement by plantations, exclude the use of GMO
trees, includes the protection of High Conservation Value Forests and aVord the clear recognition
of indigenous peoples’ rights.

Main negative points

— Certification in absence of national standards is problematic. Phasing out of certifiers standards
as soon as possible is required.

— Consultation processes are not always implemented as required on paper. Clear improvement is
needed to ensure adequate consultation processes are carried out.

— Current certification of large-scale industrial tree plantations has led to undermining of local and
national campaigns in a number of countries.

Conclusion

FSC remains by far the most independent, rigorous and credible certification system. Its national
standards are performance-based and their development requires full participation of all interest groups.
The FSC’s baseline prohibits the conversion of forests to plantations. GMO trees are explicitly excluded and
the standard includes forest protection measures. FSC is also most advanced in recognition of forest
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peoples’ rights. It rightfully uses a consumer label. For theFSC to retain the confidence of the environmental
and social movement, however, it needs for the future, it needs to enforce stricter implementation of its
procedures and seriously address the problems associated with the certification of plantations.

Programme for the Endorsement of Forest Certification (PEFC), formerly the Pan European

Forest Certification Scheme

Main positive points

— Inclusion of core ILO standards as a requirement for all certification schemes under the PEFC
umbrella.

— Increased transparency in some member countries, notably Sweden and Germany.

— Requirement of a revision of the national standards every five years.

Main negative points

— The variability of PEFC’s standards leads to a serious lack of consistency in what PEFC delivers
and stands for, making it inappropriate for a consumer label.

— The scheme is governed by forest owners and forestry industry; the independence of the schemes
is, therefore, questionable.

— The programme does not require certification at FMU level; most PEFC endorsed schemes certify
at regional level.

Conclusion

Given the variability in the national programmes admitted, the PEFC does not represent a consistent and
credible performance based standard for forest certification. It is, therefore, not suitable for a product label.
Lack of participation of other stakeholder groups in standard setting procedures and lack of transparency
are also problematic. Although PEFC seems to be trying to improve its procedures and, hopefully, over time
its standards, it remains to be seen if this process will continue if it starts endorsing many of the less credible
schemes outside Europe.

Sustainable Forestry Initiative (SFI)

Main positive points

— Quality of the standard has improved, including some recognition that some critical forests need
conservation.

— An attempt has beenmade to increase the independence of the SFI and its board from the AF&PA
and to widen participation on the SFI’s board to include some environmental NGOs.

— If the SFI’s standards are improved, the SFI framework could potentially improve the practices
of many US and Canadian forestry companies.

Main negative points

— Certification of near status quo: there is no meaningful minimum performance based standard
including preventing conversion of natural forests to plantations, adequately protecting rare and
endangered species, limiting clear cutting and addressing social issues, including indigenous’
peoples rights and workers’ right.

— Companies can customise the standard used to assess them; certification is therefore not
“independent”. Furthermore the scheme is run by the industry (AF&PA) and although there is an
“independent board”, this board is not balanced or independent and still dominated by forestry
industry interests.

— There is no formal chain of custody certification requirement for product labelling. As much as
100% of products carrying the SFI label can originate from forests not even managed to the SFI’s
standards, without any indication on the labels.

Conclusion

Because the SFI requires broad participation by AF&PA member companies, it has considerable
potential to influence their forest management practices. However, SFI has no clear performance
requirements and allows for misleading labelling of products that do not originate in SFI certified forests.
The SFI also gives vested interests considerable influence over the programme and the certification process.
SFI is therefore not suitable for a product label.
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Malaysian Timber Certification Council (MTCC)

Main positive points

— Demonstrates a potential legal framework in accordance with various laws, policies and
regulations of the three regions in Malaysia: Sabah, Sarawak and Peninsular Malaysia.

— MTCC has made an attempt to work towards compatibility with FSC principles, criteria and
indicators.

— Procedures, standards and guidelines are clearly documented and freely available.

Main negative points

— There is no clear minimum performance based threshold.

— There is no full recognition of land rights of local and indigenous peoples and no requirement for
full participation of these groups.

— There has been no acceptable participation of environmental, social NGOs and representatives of
indigenous peoples in the development of the certification standard.

Conclusion

Although the MTCC has positive aspects in comparison with some of the other schemes, the standard
used for certification is not suYciently performance based to allow for a credible consumer label.
Furthermore, there is no clear recognition of land rights and user rights in the standard, which is a serious
omission in Malaysian context and has, as a consequence, seriously undermined support for the standard
in Malaysia.

Memorandum from WWF

1. Executive Summary

1.1 WWF has worked on the global problem of deforestation and the underlying drivers of
environmental decline since 1992. We have a network of forest oYcers covering 75 countries and have
developed a body of experience on credible certification as well as managing a global network of both
producers and buyers committed to the purchase of timber from well managed forests as guaranteed by the
Forest Stewardship Council (FSC) timber certification scheme.

1.2 WWF has welcomed the Central Point of Expertise on Timber (CPET) as an important step forward
for the Government policy on timber procurement. However, there is room for considerable improvement
and for CPET to remain credible it should develop in a number of ways, such as allowing the inclusion of
social criteria, establishing a programme of annual, independent monitoring and providing guidance on
how to measure the assessment criteria so that the scoring system is open and transparent. It should also
apply across all government departments, all public authorities, as well as being encouraged across the
private sector. In addition, it should only endorse those certification schemes with the highest standards of
good forest management and the strongest legal requirements, including the delivery of a chain of custody.

1.3 Of the four schemes endorsed by CPET, WWF believes that only the FSC scheme is capable of
delivering consistently high standards of good sustainable forest management and only the FSC has the
strongest legality requirements in place. WWF has expressed serious concerns to DEFRA Ministers with
regards to the recent “provisional” acceptance of the Programme for Endorsement of Forest Certification
(PEFC) and the Sustainable Forestry Initiative (SFI) as being able to deliver legal and sustainable timber.
DEFRA’s decision to accept PEFC and SFI certified timber severely undermines the role and credibility of
the CPET in guaranteeing the legality and sustainability of timber products.

1.4 WWF believes that there is insuYcient data available to satisfactorily allow the Government to
determine where and how its timber is sourced. FSC is the only international certification scheme which can
track timber through every step of the supply chain to the point of purchase. Therefore WWF believes that
the Government should insist that all timber certification schemes deliver mandatory chain of custody,
subject to independent monitoring and independent, third party verification.

1.5 Certification schemes are just one tool in an incomplete kit to help protect the world’s forests. On
their own theywill never be enough to eliminate the detrimental impacts that theUKandEUhave on forests
and biodiversity in developing countries. To help reduce the footprint of the UK and EU in timber
producing countries we should adopt comprehensive legislation that will prohibit the import of all illegally
sourced timber and wood products into the EU, regardless of the country of origin, and which promotes
socially and ecologically responsible forest management worldwide. TheUK’s current Presidency of the EU
provides the Government with a unique opportunity to initiate progress in this respect.
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1.6 WWF has been fully supportive of the EU FLEGT Action Plan from the outset, but has a number
of reservations with regards to its successful implementation. It is our opinion now that the current version
of the Licensing Regulation (as of 19 September) will fail to have a significant impact on the trade in
illegal timber.

1.7 WWF strongly believes that the social impacts of forestry should be taken into account within
certification schemes. Credible certification schemes such as the FSC scheme already take the social impacts
of forestry into account and WWF has recently sought legal opinion to confirm that European Directives
in fact do not exclude the inclusion of social criteria.

2. Introduction

2.1 WWF, the global environmental network, welcomes the opportunity to contribute evidence to the
Environmental Audit Sub-committee inquiry into sustainable timber.WWFhas beenworking on the global
problem of deforestation and the underlying drivers of environmental decline since 1992. We have focused
our international forest targets on the protection, management and restoration of the earth’s forests. We
have a network of forest oYcers covering 75 countries and have developed a particular body of experience
on credible certification, the tracking of timber flows between producer and consumer countries and the
management of a global network of both producers and buyers committed to the purchase of timber from
well managed forests as guaranteed by the Forest Stewardship Council (FSC) timber certification scheme.

2.2 WWF works closely with the international and EU institutions, national governments, and in the
UK, local authorities and the devolved governments in Wales and Scotland to put into practice sustainable
policies for timber. WWF’s written evidence to this inquiry focuses on those areas where we can contribute
perspectives derived from these specific areas of competence. We would welcome the opportunity to
elaborate on any of these points either through the provision of oral evidence or submission of further
papers, should the Committee find this helpful.

3. How useful has the work of the CPET proved? How should its role develop to ensure future progress on the
issue of sustainable timber procurement?

3.1 WWF has welcomed the Central Point of Expertise on Timber (CPET) assessment as being an
important step forward for the Government policy on timber procurement. Over the last few years we have
seen significant progress in the UK market, as a growing number of companies develop and implement
responsible purchasing policies. This has led to real improvements in many producing countries. We
acknowledge the UKGovernment’s procurement policy as an important driver underpinning this progress,
in that it has demonstrated to other countries, both in the EU and outside, that practical implementation
of timber procurement policies by governments is possible. This is particularly important in the light of the
ongoing discussions on the Forest Law Enforcement Governance and Trade (FLEGT) Action Plan in the
EU, and at the recent G8 meeting, as procurement is acknowledged as a key part of any strategy to tackle
illegal logging.

3.2 However, WWF has expressed reservations about the criteria used by CPET to assess certification
schemes, most notably the absence of social criteria, and the lack of guidance on how to interpret the CPET
criteria themselves. Having set up the CPET, it is crucial that the UK Government remains proactive in
promoting the CPET as a part of a suite of solutions, which exist to tackle illegal and destructive logging.
The UKGovernment will need to ensure that the CPET approves only those schemes clearly demonstrating
positive change on the ground and real improvements in forest management. WWF has already made clear
to Government Ministers at DEFRA our serious concerns with regards to the recent “provisional”
acceptance of two certification schemes, the Programme for Endorsement of Forest Certification (PEFC)
and the Sustainable Forestry Initiative (SFI).We believe that this is a serious backward step. A large number
of studies carried out for industry and NGOs20 have clearly shown that PEFC, in particular, is unable to
deliver environmentally and socially responsible forest management on the ground, across the range of
national schemes endorsed by the PEFC Council and that SFI lacks a mandatory chain of custody. We
believe that DEFRA should be fully aware that its decision to accept PEFC and SFI certified timber severely
undermines the role and credibility of the CPET in guaranteeing the legality and sustainability of timber
products.

3.3 It is also our opinion that theCPETprocess is in need of some fine-tuning.WWF,Greenpeace, FERN
and Friends of the Earth have challenged the current scoring system and consider that more guidance is
needed on how to interpret the CPET criteria. Furthermore, without proper field audits, it is impossible to
check whether certification schemes actually lead to improvement in forest management on the ground, or
even whether they are properly implemented in practice. If the CPET process has accepted certification
schemes which permit bad practice on the ground, the adopted criteria would have to be re-examined to
ensure that this cannot happen again. Failure to do so would undermine the stated aims of CPET and with
them the UK Procurement Policy.

20 Fern, “Footprints in the Forest,” Jan 2004; Proforest, “WWF/World Bank Alliance QACC Study,” July 2005; WWF CAR
Request Study, June 2005; DNV, “UPM Kymmene Forestry & Wood Sourcing. Parallel Testing of Certification
Schemes.” 2005.
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3.4 DEFRA must also recognise the key role environmental and social NGOs play in being able to
demonstrate the credibility of a certification scheme in delivering the key elements of sustainable forest
management and thereby give it legitimacy. It is our view that for CPET to remain credible in its assessment
of schemes, it must develop in the followingway in order to ensure future progress on the issue of sustainable
development:

(a) The CPET criteria should allow for the inclusion of social criteria in assessing credible certification
schemes (please see also question 6.)

(b) The CPET should establish a programme of annual, independent monitoring to assess the
performance of certification schemes on the ground. Do they improve forest management on the
ground for the benefit of the economy, the environment and the local people?

(c) TheUKGovernment should ensure the full integration of its policy on timber procurement across
all government departments and within all public authorities.

(d) The CPET should develop clear guidance on how to measure the assessment criteria so that the
scoring system is open and transparent.

(e) The CPET should set up an annual consultation with all key stakeholders and interest groups.

(f) The CPET should undertake a fully inclusive process of reviewing its criteria and developing
guidelines on how to implement these criteria to prevent certification schemes which permit bad
forest management practices slipping through the net and being accepted under the CPET
assessment procedure.

(g) The UK Government should facilitate the application of the CPET within the private sector and
extend the requirements for sustainable forest management to cover all timber and wood products
entering into the EU.

(h) The UK Government must ensure that the CPET ultimately endorses schemes that deliver
sustainable practices on the ground in timber-producing countries.

(i) DEFRA must ensure that Government policy on CPET is applied in practice.

(j) The UK Government must hold the PEFCC to their commitment to have all national schemes
adopt the revised international criteria by October 2005 (six months from April 2005) and carry
out a re-assessment of all certification schemes using CPET criteria no later than the end of 2005.

(k) In reassessing the PEFC, the CPET must look in detail at a number of PEFC endorsed national
schemes, notably those that are known not to comply with the CPET criteria at present.

(l) The acceptance of the SFI should be limited to timber coming from those companies which have
established a proper chain of custody and only apply to timber labelled according to the SFI
percentage based labelling scheme (at a level of 70% plus).

(m) In all its communications, DEFRA should clearly state that acceptance of the SFI scheme by the
CPET for UK Public Procurement Policy is limited to timber that has been labelled according to
the SFI percentage based labelling scheme and where over 70% of the timber is from SFI
certified sources.

4. How reliable are the certification schemes for timber endorsed by the CPET? Are there concerns regarding
either the legality or sustainability of any of them?

4.1 Currently the CPET endorses four schemes as delivering both legal and sustainable timber—the
Forest Stewardship Council (FSC), the Canadian Standards Association (CSA), the Programme for
Endorsement of Forest Certification (PEFC) and the Sustainable Forestry Initiative (SFI). The Malaysian
Timber Certification Council (MTCC) is considered to deliver legal timber only. WWF in partnership with
the World Bank, has recently undertaken an assessment process ourselves (the Questionnaire for Assessing
the Comprehensiveness of Certification Schemes/Systems). This found that only the FSC scheme is capable
of delivering consistently high standards of good forest management, which meet the principles of the
WWF/World Bank Alliance, across diVerent countries. This was supported by the findings of two further
studies undertaken by WWF and by UPM Kymmene (a Finnish timber company). In addition WWF,
together with FERN, Greenpeace and Friends of the Earth undertook a full assessment of the PEFC and
SFI using the CPET and found that we disagreed with the assessment of PEFC across 13 of the CPET
criteria and with SFI across 18 of the CPET criteria. These findings underwrote our decision not to support
the recent decision by theUKGovernment to give provisional approval to both the SFI and PEFC schemes.
We believe that the CPETmust approve schemes on their provenmerit in terms ofmeeting the CPET criteria
and not on their unproven, provisional merit.

4.2 With regards to the ability of certification schemes to meet legal requirements. WWF believes that
certification schemes may not be the most appropriate and comprehensive solutions to the illegal logging
problem. They are quality assurance systems and have not been designed as tools to enforce the law and to
be made compulsory. They are not based on regular and unannounced audits and on continuous sampling.
Given this, certification schemes do not provide the level of confidence that is likely to be required to
demonstrate legal origin. In addition improving “current rules and regulations” may not be adequate to
detect illegal logging and to prevent fraud. With regards to certification in Africa, by design, certification
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cannot be used as a detection tool. Certification audits do not involve probing, in-depth investigation for
fraud. Legality is not the primary concern: assessors are not policemen. Certification is a quality assurance
approach and demands trust and goodwill. Initial assessments and surveillance visits are limited in time,
frequency and area. Current chain-of-custody requirements and audit systems are therefore vulnerable to
abuse.

4.3 It is clear however that certification schemes are being considered as a possible means of delivering
legality. The current FLEGT licensing regulation is considering the possibility of using certification as an
alternative means of verifying that timber imports into the EU are legal. WWFwould have strong concerns
if this were to happen without imposing mandatory spot checks and unannounced audits as a requirement
for verifying the legality of certified timber.

4.4 WWF believes that only the FSC is currently capable of implementing these additional requirements.
It already has the strongest legality requirements in place (having recently tightened these requirements still
further) and is the only certification scheme with monitoring and verification systems in place which could
be easily modified to deliver the necessary guarantees.

4.5 At the ForestManagementUnit level, FSC requires a forestmanagement plan, accompanied bymaps
delineating certified forest areas. Annual monitoring visits from an independently verified Certification
Body (CB) check how the management plan has been carried out on the ground, using the maps as a
reference. Under these conditions it is impossible to hide large scale illegal logging if it has occurred within
the certified area. Where illegal logging has occurred, FSC certificates have been withdrawn.

4.6 With regards to the ability of the FSCChain of Custody to eliminate illegal timber, this is a little more
complicated, but rules have been tightened and FSC continues to operate the most reliable international
system that exists today on the globalmarket. For the unknownwood portion of any certified timber supply/
product, FSC operates a controlled wood standard21 where it is incumbent upon the supplier at each step
of the supply chain to prove that the timber being supplied is legal. Companies have to have systems in place
which can be audited by the CB. The company has to be able to trace the timber back to the District of
Origin. In addition the company also has to evaluate whether the district in question is at a high or low risk
of illegal logging. In parts of the world where the District of Origin is identified as being high risk, then an
independent, third party audit at a forest management unit level is mandatory to prove that the Forest
Management Unit (FMU) meets the controlled wood standard.22

4.7 The problemwith certification schemes is that spot checks and unannounced audits are not permitted.
The FSC scheme appears to be the exception in that Certification Bodies are free to carry out spot checks
and unannounced audits. However, they hardly ever do, hence the need to make these a mandatory part of
the certification scheme.

5. Is there suYcient data available to determine where and how timber purchased by Government is sourced?

5.1 The ability to track timber back to the forest fromwhich it was extracted has been a priority forNGOs
since the early 1990s and is the main reason why WWF became involved in the setting up and
implementation of the FSC certification scheme. It is critical if the illegal trade in timber and destructive
logging practices are to be controlled to be able to have a system which not only guarantees good forest
management on the ground but which can also track the timber from that wellmanaged forest through every
step of the processing and supply chain to the point of purchase. It isWWF’s belief and formal position that
FSC is the only international certification scheme that can do this. There are obvious limitations with using
certification as a means of determining where and how timber is sourced, in that, given that it is a market
driven, voluntary process, it does not have universal coverage. Therefore it is up to Government to ensure
that they insist on timber certification schemes or tracking systems which deliver mandatory chain of
custody, subject to independent monitoring and independent, third party verification.

6. Is the use of certification schemes enough to ensure that the timber requirements from the UK and EU
countries do not have detrimental impacts on forests and biodiversity in developing countries? What other
approaches should be used?

6.1 Certification is a voluntary process which requires the cooperation of the forest owner and concession
holder. Certification schemes are just one tool in an incomplete kit to help protect the world’s forests.
Credible certification such as the FSC (currently the only certification scheme endorsed by WWF as
delivering good forest management) has the potential to minimise the detrimental impacts on forests and
biodiversity in developing countries. However its coverage is far from universal and given that it is market
driven will never be enough to eliminate the detrimental impacts that the UK and EU have on forests and
biodiversity in developing countries.

21 Contolled wood standards FSC STD 40005, “Controlled wood for manufacturers.”
22 FSC STD 30010, “FSC standard for forest enterprises supplying non FSC certified controlled wood.”
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6.2 The EU developed the FLEGT Action Plan in order to find a way forward on the issues of legality
and sustainability in the forest sector. WWF have supported this Plan from the outset but have made clear
that there are serious gaps in its coverage. WWF, together with other key stakeholders has identified some
potential solutions and consider that they could help reduce the footprint of the UK and EU in timber
producing countries:

(a) The submission without further delay, of a comprehensive legislative proposal that will prohibit
the import of all illegally sourced timber and wood products into the EU, regardless of the country
of origin, and the promotion of socially and ecologically responsible forest management
worldwide as the final objective.

(b) In addition to the proposals within the draft EULicensing Regulation, there should bemandatory
licensing of all timber and wood exports to all destinations. This should be a pre-condition of a
partnership agreement between a producer and consumer country.

(c) The EU Licensing scheme should include all timber and timber products, including pulp and
paper.

(d) Independent verification of legality prior to the issuing of a licence and independent monitoring
of the licensing system are fundamental to the success of the EULicensing Scheme. The European
Commission must ensure that both the verification and the monitoring procedures adopted by all
partner countries are eVective and transparent. Criteria for eVective verification and monitoring
must therefore be written into the Commission’s negotiating mandate. Independent spot checks
by civil society groups should be part of the process.

(e) Partnership agreements must commit producer countries to a time-bound action programme that
will tackle the weaknesses in forest sector governance and that will lead ultimately to Sustainable
Forest Management (SFM). The EU’s continued acceptance of FLEGT licences must be tied to
satisfactory progress by partner countries towards implementing the action programme.

(f) Weaknesses and injustices in a partner country’s laws must be identified and proposals for change
developed in a process that involves all stakeholders. Transparency and participation in legislative
reform are conditions for good governance. The Commission’s negotiating mandate must specify
that the programme of activities set out in a partnership agreement will include as the first step a
participatory review of all the partner country’s forest related laws (including human rights law,
customary law etc) to identify weaknesses and injustices. The review should conclude with
proposals for changes to address identified weaknesses and injustices.

(g) Partnership agreements must be developed through a full stakeholder process. Therefore it is
essential that partnership agreements are developed through a process of broad engagement with
non-state actors and favourable towards community forestry and are aimed at creating public
accountability and transparency in forest management. The negotiating mandate should lay out
clear conditions for the process of developing partnership agreements and should make adoption
of partnership agreements conditional on the support of a representative range of non-state actors.

(h) The review of existing national legislation and further legislative options which could be applied
with a view to addressing the illegal logging issue and related trade issues.

(i) The establishment of an EU network to facilitate the exchange of information on the illegal trade
in timber for customs, administrative and judicial authorities.

(j) Ensure that the voluntary partnership agreements incorporate partnership principles committing
producer countries to a time-bound action programme and involving measures to tackle the
weaknesses in forest-sector governance, contribute to socially and ecologically responsible forest
management and an end to biodiversity loss, and promote social equity and poverty alleviation.”

(k) Ensure stronger, eVective and meaningful participation of civil society and democratically elected
representatives in the negotiation and implementation of FLEGT partnership agreements, as well
as in the process of reviewing the partner country’s forest-related laws to identify weaknesses and
social and environmental injustices and, where necessary, the drafting of proposals for change.

(l) Change the legal basis for the current Licensing Regulation and insist that the European
Parliament be fully involved and informed of the progress made at every stage of negotiations on
FLEGT partnership agreements.

(m) Insist that the Commission and the Member States integrate forest law enforcement, governance
and trade into the planning and implementation of the next round of Country Strategy Papers
(CSPs), in particular in regions and countries with significant forest resources, and provide
adequate funds from geographic budget lines in order to build capacity and support
implementation of key reforms.

(n) Make use of the flexibility in the revised Public Procurement Directives to implement a national
public procurement policy which procures only legal and sustainable timber.

(o) Explore other legislative options for controlling the trade in illegal and unsustainable timber such
as money laundering legislation, criminal law and CITES. In 1998, TRAFFIC published a report
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which highlighted that as many as 99 diVerent tree species were highly threatened, many of them
as a result of over exploitation. It was feasible for many of these to be given a CITES listing under
either Appendix I or Appendix II.

(p) Work through the G8 and other international process to win support from other key consuming
countries such as Japan, US, China and India in tackling illegal and destructive logging.

7. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have a significant
impact?

7.1 WWF has been fully supportive of the EU FLEGT Action Plan from the outset, but had a number
of reservations with regards to its successful implementation. These concerns have been expressed
continuously at both an EU andMember State level since the publication of the Action Plan in 2003. WWF
has continued to follow the development of some of the key elements of the Action Plan, including the three
phases of the Sustainable Impact Assessment (SIA) undertaken by DG Trade in 2004. Unfortunately there
appears to have been no attempt whatsoever to tackle concerns expressed by the timber industry, social and
environmental NGOs, the Agricultural Council and the European Parliament.23 It is our opinion now that
the current version of the Licensing Regulation (as of 19 September) is so weak as to be meaningless and
will consequently fail to have a significant impact on the trade in illegal timber.

7.2 Vital elements including the issue of exporting timber via third countries, product coverage and the
focus on sustainable forest management have been stripped out of the draft regulation. If it is passed in its
current form it will not lead to meaningful improvements on the ground, will fail to encourage further
development of credible certification schemes such as the FSC which are capable of delivering good forest
management and perhaps key, from an EU perspective will undermine legitimate business.

7.3 WWF believes that a tougher approach should be adopted to ensure the UK and EU Countries do
not have a detrimental impact on forests and biodiversity in developing countries. Legislationwhich ensures
the import of timber from well managed sources and allows customs authorities to seize illegally sourced
timber and wood products at the point of entry into the EU and prosecute those that trade in them should
be adopted at an EU level. This should also encompass measures to ensure good governance, a chain of
custody, protection of the poor and disenfranchised and the provision of aid and technical assistance. Such
legislation would ensure that the root causes of forest crime (including poverty alleviation) can be addressed
and that illegal logging can be brought to a stop. The UK’s current Presidency of the EU provides the
Government with a unique opportunity to initiate progress in this respect. However, WWF is extremely
concerned that pushing the Regulation through before the end of the Presidency will come at the expense
of any meaningful content.

8. Should the social impacts of forestry be taken into account within certification schemes? Would it be legal
to do so?

8.1 If by “social impacts” the Committee is referring to social issues with regard to environmental
protection and sustainable forest management (such as protecting the rights, well being and livelihoods of
indigenous peoples), then it is our view that not only must they be taken into account, but it is entirely
legitimate to do so. Credible certification schemes such as the FSC scheme already take the social impacts
of forestry into account. WWF has followed the revision of the Public Utilities Directives from the outset
and is firmly of the opinion that the Directives do not exclude the inclusion of social criteria. Therefore,
European governments are free to procure not only environmentally responsible but also socially
responsible timber. To confirm the validity of this position, WWF sought legal opinion from Barrister Paul
Lasok of Monckton Chambers, who confirmed,24

“. . . the general proposition that “social” criteria (of the sort here under consideration . . .) cannot
be taken into account in a public procurement exercise is unfounded whether one approaches the
matter from a high level (that of the principles underlying the EU public procurement regime….)
or from the lower level of the application of contract award criteria.”

This position has been supported by the Social Platform of NGOs in Brussels.

9. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

9.1 WWF is currently monitoring the progress of EU governments made in existing bilateral agreements
such as the one that exists between Indonesia and the UK, as well as progress made in negotiating
agreements with further countries. With regards to the agreement with Indonesia, it is a bit too early to say.
It has certainly highlighted some interesting issues, in that both the UK and Dutch Timber Trade

23 Text showing concerns expressed, eg parliamentary statements, conclusions, industry statement etc.
24 Full legal opinion attached to this submission.
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Federations have found that nomember company could guarantee that the timber theywere importing from
Indonesia was legal and that illegal timber as a percentage of overall timber exports from Indonesia is
estimated at running at more than 80%.25

9.2 Information with regards to negotiating further agreements with other countries is as follows:

UK and Ghana Promising developments. There has been a national workshop,
together with an action plan on finalising the VPA.

Germany and Cameroon Promising developments. National workshop together with an
action plan on finalising the VPA.

France and Congo Brazzaville Slow. France have funded a feasibility study and are looking to
and Gabon. second a national expert to the regional team
The Netherlands and Malaysia Slow. The Dutch delegation has undertaken two missions to

Malaysia. One technical and one at a ministerial level. They have
agreed a set of minutes.

European Commission and Just starting. There have been staYng diYculties in the Commission
Indonesia delegation (not enough of them). They are currently looking to hire

a consultant to assist with progress and provide technical assistance.
Spain and Latin America Just starting. Spain has been supportive and has brokered meetings

with Bolivia, Mexico and independently with Ecuador. There has
been some progress although no information available as to what
this progress is.

9.3 With regards to negotiations with Brazil, no discernible progress has been made due to the mixed
messages emanating from the Brazilian Government. There has been a meeting between the EC and the
Ministry of Foreign AVairs, where the customary criticism with regards to the Trade part of the FLEGT
action plan has been raised (ie they want nothing to do with it). However, they are potentially interested in
governance assistance. The Brazilian Environment Ministry on the other hand is interested in all aspects of
the action plan. The European Commission considers it important to get Brazil involved in the regional
Latin American FLEG(T) process. The World Bank together with a small group of donors from the US,
UK, EC, Switzerland, France and Germany has expressed an interest in assisting this process. The World
Bank is the recipient of a substantial grant from theTropical ForestDevelopment funding line (MultiDonor
Trust Fund). The US also has funds ready to use and both the US and UK Governments have lobbied the
Brazilians. The question now is whether Brazil will participate in the Latin American FLEGT process and
if not, whether the process can go ahead without them. A possible partnership priority for Brazil could be
governance at the frontier of Brazil’s agricultural estate. In order to bring them on board however, it may
be that key donors such as theWorld Bank and the US will have to take a low profile in the Latin American
FLEGT process and allow others to coordinate activities.

9.4 Further information that WWF has on progress dates back to September 2004, when we carried out
our last EUGovernment Barometer exercise. This showed unequivocally that European governments were
ineVective in combating illegal logging. The report rated 12 countries on nine diVerent steps26 needed to
tackle illegal logging and found that none of them had achieved a satisfactory performance overall.

9.5 According to the study, the UK came out best—rated moderate to good—and was ahead of
Denmark, Germany and Sweden, which were credited with an overall moderate performance. Austria,
Finland, France, Greece, The Netherlands, Spain, Italy and Portugal were all rated poorly. WWF are
particularly concerned by the poor performance of Portugal and Italy on this issue given the scale of their
tropical timber markets. The survey shows that most governments support eVorts at the European Union
(EU) level to outlaw imports of illegal wood, tackle illegal logging in accession and candidate countries, and
follow through with a proposed voluntary mechanism to keep illegal timber out of the EU. However, they
are failing to implement strong measures in their domestic markets.

9.6 For example, while EU governments purchase about 20% of all wood products sold in the EU for
public works, only six countries (Austria, Denmark, France, Germany, Greece, and the UK) have
committed to buying wood from legal and sustainable sources. Of these, only the UK is monitoring
implementation of its public procurement policy.

25 Hirschberger, P, “Illegaler Holzeinschlag und Oesterreich.” WWF Austria Study 2005.
26 The 9 steps to combat illegal logging used to rate the 12 countries:
1. Position on the development of a voluntary licensing scheme on timber.
2. Position on an EU legislation that would outlaw the import and marketing of illegal wood.
3. Position on an EU initiative that would stop illegal logging in EU accession and candidate countries.
4. Level of collaboration across government departments on the FLEGT action plan.
5. Commitment to ensure public procurement of legal and sustainable wood products.
6. Implementation of commitments on public procurement of legal and sustainable wood products.
7. Participation in partnerships on combating illegal logging and related trade
8. EVect of participation in partnerships on combating illegal logging and related trade.
9. Level of priority for projects in wood-producing developing countries to reduce illegal logging.



3219491003 Page Type [O] 19-01-06 22:39:12 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 55

9.7 The UK is also the only country to have a partnership with a wood-producing country (Indonesia)
to combat illegal logging and related trade. According to WWF, similar initiatives launched by other EU
countries don’t include clear targets to actively reduce the import of illegal wood to the participating EU
country and cannot be seen as real partnerships.

10. Conclusion

In conclusion, whilst WWF welcomes the progress that has been made in the Government’s timber
procurement policy and recognises the added value that the CPET has the potential to bring, we are
concerned that in its current form the CPET is flawed. If the Government continues to accept certification
schemes which lack some of the fundamental elements of legality and sustainability and if the CPET fails
to develop some of its key criteria and guidance, it is our opinion that the CPET, and with it the UK
procurement policy, will fail in its stated objective.

Similarly, eVorts to govern the trade in timber products at the European level are to be welcomed,
however, it is becoming increasingly clear that industry pressure and Member State inaction has led to a
watering down of the proposed Licensing Regulation and the eVectiveness of the EU FLEGT Action Plan.
Urgent action is needed to ensure that the proposed Regulation serves to ensure the delivery of legal and
sustainable timber and wood products and does not put legitimate business at an economic disadvantage.

Finally, on their own, certification schemes and voluntary licensing are not enough to help reduce the
detrimental impact that the UK and EU have on forests and biodiversity in timber producing countries.
WWF is calling for further measures to be adopted at both national and EU level to help tackle illegal
logging, along with its associated problems, including the introduction of tougher legislation that will
prohibit the import of all illegally sourced timber and wood products into the EU, regardless of the country
of origin, and the promotion of socially and ecologically responsible forest management worldwide as the
final objective. TheUK’s current Presidency of the EU provides theGovernment with a unique opportunity
to initiate progress in this respect.

September 2005

Witnesses: Ms Saskia Ozinga, Director, FERN; Mr Nathan Argent, Forest Campaigner, and
Mr John Sauven, Campaigns Director, Greenpeace; Ms Beatrix Richards, Senior Policy OYcer
andMr Andrew Lee, Campaigns Director, WWF, examined.

Q165 Chairman: May we welcome you to our biodiversity, it is also, of course, a colossal issue in
terms of climate change, both in undermining andCommittee this afternoon. I would like to begin by

inviting each of the organisations, Greenpeace, destroying the capacity of the great forest systems of
the world to regulate the climate but also in terms ofFERN and WWF, to give us an initial introduction

just to set out how important this issue of illegal the emissions created through, particularly, illegal
logging is and why it is so important in respect of the logging. So forests are disappearing, point one.
world’s forest, just so that we can get a broader and Point two, the supply chain itself is now threatened.
bigger picture of the context within which this If you look in the future, currently the EU, we
inquiry is taking place. estimate, is sourcing 3 billion euros worth of timber

going into the hands of criminals, and if you extendMr Lee: Thank you very much, Chairman. I would
like to lead oV, if I may, on behalf of the group—I current trends into the future for certain tropical

timbers the limiting factor within ten years will beamAndrewLee fromWWF—but we have discussed
some key points before your hearing today. I just resource depletion—there will be no resource

available. So in pure supply chain terms this is awanted to make four points by way of introduction
to the case, if you like, that will be illustrated by a lot colossal issue. Of course, a lot of this timber is going

for uses which are the ultimate in wasting a naturalof the evidence amongst the group here. The first
point is just to go back to the basic fact that forests resource; for instance, paper pulp. In terms of what

needs to be done there are two points we want toare disappearing globally at a colossal rate. If we are
looking at tropical forest, we are losing forest still at make there. The first is in terms of the FLEGT

action plan (the Forest Law, Governance andthe rate of 45 football pitches per minute. If you
looked in terms of the area of the UK you would be Trade) at EU level, and the core of that is the

licensing regulation. From the point of view of theclearing the area of the UK every two years. So the
scale of the problem is still immense, and the need to NGOs here what we have seen is a very strong and

robust action plan originally, in 2003, turned intotackle it—the urgency. In biodiversity terms, in
Borneo three species are being discovered every what is an extremely weak and very disappointing

licensing regulation. In fact, the current draft is somonth, far more if you look in detail at
invertebrates; 80%t of orang-utan habitat has weak we think it is eVectively meaningless and will

fail to deliver any significant impact on illegal trade,disappeared in the last ten years; if you look in the
Congo Basin, Western Lowland Gorillas decimated and it would need separate legislation as well as a

huge tightening up of that existing regulation toin some places, reduced by 90% in fact by the
introduction of the Ebola virus driven by forest control the import of illegal timber and forest

products into the EU. Currently, we see the UK, inclearance. This is not just a problem in terms of
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the Presidency of the EU, presiding over this very, jumponto theFSCbandwagon?Do you feel that the
very weak legislation. The final point is on CEPT standards that FSC has are high enough, or too
(Central Point of Expertise on Timber) in the UK. high, and how does that relate to developing
We think this is a good initiative, the Government countries? Do you believe that because the FSC
has been in a leadership role in Europe and globally apparently seems to have a high standard that is one
in going for this. However, the way it is actually of the reasons why there is such a plethora of other
being interpreted and put into practice is a grave ones, because of their relationship to developing
cause for concern because the criteria, which countries?
themselves are quite robust, which allow you to Ms Ozinga: The first thing to say is, of course, the
decide which forest certification schemes are FSC was the first one and it was established by a
eVective in delivering sustainable forest multi-stakeholder process with the timber industry,
management, are not being interpreted correctly, we with environment NGOs and social groups all
believe, and are actually failing to give the right sitting together to design and implement the
weighting. So, in fact, they are giving credence to programme. Subsequently, many other schemes
certification schemes that do not deserve that (there are, in total, eight or nine, depending on how
credence, and this undermines the legitimacy of you count them) have come into operation, but
things like the Forest Stewardship Council (the almost all of those fall under the umbrella of the
FSC) scheme. So CPET is good but needs a huge PEFC at some stage, or at least are trying to get
amount of work to make it eVective in terms of how under the umbrella of the PEFC. So, in eVect, you
it is used and to actually translate it into have the programme for the endorsement of forest
procurement policies across national government certification schemes as one and then the FSC is
departments and then also, of course, to reach out another, which narrows it down to only two
into local government, for example, in terms of operational systems, if you like, in the long term. All
procurement. So forests are disappearing, the supply of us certainly do not think that the FSC sets its
chain is under threat, the European proposals are standard very highly; in fact, I think you can say that
extremely weak and very disappointing; CPET has if we wanted to, almost the whole of Europe and a
potential but needs a lot of work to make it more large part of the rest of the Northern Hemisphere,
robust. could be potentially FSC-certified over the long

term. There is also some criticism of FSC which also
shows that, clearly, the standards have not been setQ166 Chairman: Thank you for that. We will be
too high. When you talk about tropical countries,coming on to some of the detailed aspects of that,
yes, there definitely is a problem. but it has alwaysbut just before we do I would be very interested in
been put to you, probably, and also to us, that theyour views as to why there is not a political will to
FSC is undermining development in the tropicsreally deal with this issue, given that you yourself
because it cannot certify practices in the tropics.have mentioned climate change? It just strikes me,
However, if you look at the timber trade as a total,with the huge problem and challenge you have
there is only 10% of tropical timber coming into thepresented to us, why you feel there is not really the
market, and the percentage of certified forest in thepolitical will to deal with this. It is your eVorts that
tropics is not that much less. So it is very easy toare endeavouring to bring about a change but that

does not seem to be matched internationally and distort statistics here by saying you cannot get a
across the European level. timber certified from the tropics; you have to see it
Mr Sauven: Just in response to that, we got a letter in the context that the timber trade from those
fromMargaret Beckett last week on this issue about countries is much lower than it is in the Northern
the process going through the EU at the moment. In Hemisphere.Maybe I should leave it at that and give
the letter she said that she herself was extremely the floor to Beatrix to go a bit more into detail.
frustrated by the slow progress that was being made, Ms Richards: I was going to give some practical
and I think this is one of the issues that this has been examples about what it would mean if you, for
going round and round in circles through the example, were a forest owner and the FSC were to
Commission, through the Member countries, back come to your door. The process you go through (this
through the Commission and Parliament, and so on is some of the research we have done) to get FSC
and so forth, and not only is there very little progress certified is that a man comes to your door, he has a
being made but it also seems to get weaker as time big clipboard, he has a whole list of common criteria
goes on. I think this is one of the reasons why we which you will be checked oV against. He will go out
have been trying to pressure the UKGovernment to into the forest, he will look at how you aremanaging
maybe act more unilaterally if it is not going to get the forest on the ground, he will talk to all the
action at an EU level. stakeholders—ie, all the neighbouring landowners

and people that have an interest in that forest—he
will look at the operations on the ground to assessQ167 Chairman: Just zooming in, if you like, on the
your health and safety, look at whether the guy inindividual aspects of all this and the issue of
the harvesting cab is wearing a protective helmet,certification, which you did refer to, we would like
and all this kind of thing, and then he will come backyour views about the diVerent certification schemes
every year and make sure that the managementthat there are at themoment and that have come into
practices that you had in place are still operating;existence over the last five years. There is more than

one of them. Is that beneficial? Is everyone trying to that you are still complying with that scheme. That
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is the way the FSC operates. Also, the way the now or do we wait ten years? What do we do about
this problem that there is without getting so manystandards are put together is done in a consensus

process between environment and social and diVerent countries to sign up to this?
economic stakeholder groups, and they all have an Mr Lee: I think one or two people might want to
equal weighting in that decision-making process. come in. This is clearly an issue about how you close
With PEFC, if you are in Austria, for example, you the gap between where we are now and where we
get a letter in the post, and it says: “Would you like need to be in the future. I think from our point of
to be PEFC certified or would you not like to be view there needs to be a package of measures,
PEFC certified?” You tick a box, you send it back including the controlling of illegal logging, which is

absolutely vital, but also the proper implementationand that is, basically, all that happens. That has
of certification schemes. Demand management isactually happened to WWF; we own some forests in
another issue: demand for some products, eg virginAustria and we received this letter in the post. We
pulp for paper, cannot continue to spiral at the levelticked the box that we did not want to be PEFC
it is doing now and be met sustainably. All of thesecertified. This happens in France, in Germany and it
diVerent measures need to come into play over time.varies between the countries; there is no common
It is simply not an option. I think we cannot say thatconsistency in the schemes across the countries in
we have an option to continue with illegal timberwhich it applies. If it is SFI you can define your own
trade because of the impact on the forest but, also,criteria, so you decide how you actually want to be
the devastating impact on the countries where thisassessed and on what elements you are going to be
illegal trade is happening in terms of livelihoodsassessed, and then also you do not actually have to
destroyed, legitimate income streams subverted andhave any system in place to check where your timber
money going into the hands of criminals. So we dois coming from, where it ends up or anything like
need to look in the long term at how to get fromthat, so it has no eVective or mandatory chain of
where we are now and where we need to be throughcustody.
a combination of diVerent measures, not just one
measure. Certification is only one tool.

Q168 Chairman: What would be the absolute MsOzinga:Can I add one thing to that, which is the
minimum standard that you think should be there reduction of consumption, which is an issue that has
for any system of certification that is looking for not been talked about enough. If I am not mistaken,
sustainability that actually guarantees it? the Scottish procurement policy actually does look
MsRichards: It is FSC. The four core values we have at the reduction of paper consumption. When we
are absolutely critical to the process, if I can just find talk about reduction of consumption we do not
them: meaningful and equitable participation of all mean the reduction of consumption of timber as
major stakeholder groups in governance and such but we do mean the reduction of paper and
standard setting; reliable and independent pulp, because that is where the increase in growth is
assessment of forestmanagement (chain of custody); and we really should not see any more increase in
certification decisions are free of conflict of interest growth in that area. That is the very first step that
or parties with vested interest (that would be your needs to be addressed, and then you need to look
decision-making process that you would have just further at how you can close that gap, in looking at
industry members there and they would dominate matters which Andrew just mentioned.
that decision-making process; you would not have
other stakeholders, like environment or social

Q170 Chairman: When I hear you making thesegroups) and also transparency in decision making
points to us there is a real sense of urgency and a realand reporting. One of the things we have gone
passion about what needs to be done. I have to saythrough is we looked at corrective action requests,
that that did not come over to us in the evidence wewhich are things that FSC puts in place tomake sure
took from the FSC last week. How is this issue goingyou comply with their criteria, and you can actually
to be taken further forward?check for every scheme how they put those things in
Ms Ozinga: I do not think that is an issue which theplace, whereas for PEFC or for other schemes, this
FSC can take forward because the FSC is anis not transparent; you cannot find anything on the
independent system which does nothing but, if youweb, you cannot ’phone anybody up and ask
want to say it in that way, accredit certifiers whoabout it.
then assess forest management systems. It is, if you
like, almost a technical body which assesses forest

Q169 Chairman: When we had Timbermet to give management. It is up to us, to you and to
governments to really take the action forward. I fullyevidence in our inquiry last week—I am not sure

whether or not you have had a chance to see the agree with you there is an enormous urgency there,
but I am a little bit more positive than you areevidence we received—we were told by Simon

Fineman that much as they would like to see all because I have been doing this for more than 20
years now and if you look back five or six years agotimber purchases being certified, basically they told

us that for the next 10 years we would be living in forests were not at all on the political agenda any
more—like it was in the 1990s—now, at least, it iscloud cuckoo land (he did not use those words, those

are my words); it would take at least 10 years before back on the political agenda to some extent. So at
least this whole debate is starting up again and,anything like FSC standard could be achieved.What

is the solution? It is a question of do we do nothing hopefully, going more forward in the future.
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However, there is amassive urgency and there are an MsRichards: I was going to add that I think the issue
is not so much that the certification schemes need toenormous number of tasks for governments and for
take the initiative but the industry and the peopleus, environment and social NGOs, and for the
that are buying and theGovernment have to take theindustry to do.
initiative to drive this process forward. The key thingMr Sauven: I think there needs to be some more
in this is not to be overwhelmed by the sheer scale ofjoined-up thinking as well, because, for example,
what we face because there are ways of being able totoday the Government is discussing climate change
work through it.WWF, through its global forest andwith all the G7 and G8 leaders and with China and
trade network, adopts very much a step-wiseIndia, and so on, and I think there is a big issue here
approach and, depending on which country they arethat the rainforests that are being set alight in the
dealing with and the structures that they alreadyAmazon and other countries is contributing
have in place in that country, it starts at a low level,unknownquantities—somewhere between 15 and 25
it starts at a medium level, it could start at a higher% of CO2 emissions are coming from burning the
level. So the step-wise approach would go fromrainforests. All the measures and all the savings that
known sources, go to legality, go to being able towe are trying to make on CO2, which is extremely
verify where their timber is coming from and beingdiYcult and which is going up in flames in these
able to go through the chain of custody until,forests, is absurd because the first thing you should
eventually, they get up to being able to apply astop doing is actually setting fire to all these forests.
certification scheme to the timber that they areWe are not only wrecking the climate but, also,
selling. So that is a key thing. Also, in terms of thewiping out biodiversity and so aVecting forest-
supply gap and the issues on actually making suredwelling people. That is the first measure. This needs
that the industry is sustainable, we are going to haveto be looked at more holistically, because if you are
to do that and we are going to have to look at thingsgoing to deal with the issue of climate change you
like product innovation, greater eYciency andhave got to deal with the issue of what is going on in
reduction in demand in order to be able tomeet that.the forest. The other thing is that I think if there is to
These are all things that can be done, and are alreadybe any chance of there being any sustainable trade being put in place in some situations.you have got to stamp out the illegal trade. It is a bit
Ms Ozinga: Just to add to that, the certificationlike saying, for example, with the car industry, that schemes are nothing but tools; it is up tothere are stolen car dealers and legitimate car government, listening to all the stakeholders, to set

dealers. How can a legitimate car industry operate the standards. To some extent, that is exactly what
alongside a stolen car industry? It cannot; it will the CPET process has done. The CPET process has
always be undercut. The fact of the matter is, as of developed criteria for what they would consider to
right now, for example, as we showed recently in our be credible certification schemes. I think most
report on ply coming in from China (I do not blame stakeholder groups would agree with me that the
China—we are the people who are consuming it) process of developing those criteria has been quite
they are undermining legitimate trades. So when we good because they are supported widely across the
said to Indonesia “Go FSC” some companies went board. Where we think the process has failed is
FSCand their timber remains unsold in timber yards actually in assessing the certification schemes on the
around the UK because it is being undercut by basis of those criteria. So certification schemes
Chinese plywood. We said the same to Brazil in the themselves are just tools, they are not initiators in
Amazon rainforest—“Get FSC certification”—and any way.
their products remain unsold in timber yards around
the country because it is being undercut by Chinese

Q172 Colin Challen: That leads me on to the nextplywood. That is all laundering illegal timber from
question, really, which is telling us a bit more aboutthe rainforests of Papua New Guinea, from the
the approach that Pro-forest used and why you arerainforests of Africa. You cannot have a legal and
unhappy about it.sustainable trade going on alongside an illegal and
Ms Ozinga: Pro-forest assessed all four certificationcriminal trade. The Government understands that,
schemes (not all of them but those four schemes) oneverybody understands that—even the timber trade
the basis of those criteria which were developed byunderstands it. If you go into a timber yard they will
the CPET process (we did the same) and they lookedtell you: “We have got FSC but Chinese ply is
at 26 points. With the PEFC we disagreed on 13 ofcheaper, so why don’t you buy Chinese ply?” If they
those assessments and with the SFI we agreed on 18are allowed to get away with it they will get away
of the 26 points, so there is a big gap in how Pro-with it, and that is what we have to stamp out.
forest believes they should assess the schemes and
how we believe we should assess the schemes. We

Q171 Chairman: Finally, in respect of certification, can send you the document with the assessments so
going back to trying to get a minimum standard in you can look in detail, or I canmention a few points.
respect of what is needed, putting aside what you We put that to Defra and we put that to Pro-Forest
said about there needs to be political leadership to and, to some extent, they agreed with our concerns,
deal with that, where would you see the leadership and that is the reason that they have only given the
coming from across the diVerent certification PEFC a six-month probation period, and for the
schemes that there are, so that we end up with a SFI they have only allowed SFI timber which has a

chain of custody, which at the moment is almosthigher standard rather than a lower one?
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non-existent. Our demand towards the Government criteria, which we think is old—it should not pass
that criteria. The reasoning of Pro-Forest is that theand towards CPET is to develop a much more

rigorous system to assess these schemes, which really PEFC does say that the standard-setting should be
done by consensus and, therefore, they pass thelooks properly at the criteria and which schemes

meet the criteria. Also, as a slightly separate point, criteria. We think that consensus of one stakeholder
group is something very diVerent to consensuswe believe that probably some of the schemes, if you

assess them on paper, show diVerent results from across mandatory diVerent stakeholder groups.
That is how you can end up with these criteria verywhen you look at them in relation to what is

happening in the field. A big gap, if you like, in the diVerently.
CPET scheme is that it only looks at a paper
assessment and does not actually look at what is Q175 Colin Challen: Moving on to PEFC, they
happening in the field. At some point you would describe themselves in their memo to us as being
have to include in the CPET process a review to see independent. Would you agree with that?
if what is happening in the field is matching what is Ms Ozinga: I would not agree with that, no.
being set on paper.

Q176 Colin Challen: I have looked at the evidence so
Q173 Colin Challen: Can you illustrate that point far and I am just wondering whether or not you
with a particular point out of the 26? might say they were, perhaps, a “greenwash”
Ms Ozinga:Maybe an interesting one is the CSA. I organisation.Do not comment if you do not wish to.
think most of us would agree that if you look at the Mr Argent: I think there is some concern that PEFC
paper assessment, the CSA, which is the Canadian is an industry-led, systems-based scheme rather than
scheme, does meet a lot of these criteria. However, performance based. In terms of “greenwash”, if you
we do know that there are 13 complaints put take one clear case study where you have PEFC
forward by environment NGOs and by indigenous endorsing the Finnish certification scheme (the
groups in Canada about almost all the CSA FFCS), where there are a number of concerns (which
certifications, while the Pro-Forest assessment says I think underlines all the concerns that we have
that there has been proper consultation, that about the other schemes which have been
environment groups and social groups agree with incorporated into the CPET assessment) that they
the certifications, that indigenous rights have been are certifying areas where there is social conflict and
taken, more or less, properly into account—all these human rights abuses taking place for indigenous
things are on paper done but if that has been done people; they are certifying areas where there is
on paper how can it happen that almost all the CSA logging of old-growth forest that is having a
certifications have been challenged by NGOs? There detrimental impact on internationally recognised
has to be something not quite right there. endangered species. So I think that the absence of
Ms Richards: We also have two documents, which social criteria in the assessment and the fact that
we can give you, which set out exactly, just on the these other schemes are getting the green light—are
reassessment criteria, what was done. There was getting endorsement from the government—means
obviously an initial assessment carried out and then that the government is sending out a clear message
they reassessed on the basis of PEFC and SFI having to procurement oYces that these schemes are
made some changes to their schemes, and we have acceptable. We have problems with this because,
actually got the documents here. essentially, for PEFC and other schemes are

certifying the extinction of endangered species and,
also, on-going forest destruction, I think that isQ174 Colin Challen: Looking at the PEFC, what
where the problem lies. We are concerned that thesehappens at the end of the probation period? How is
schemes are “greenwashing” logging practices whichit reassessed? Will these criteria, and so on, be
are detrimental to the environment.thoroughly looked at again? How will that be

sorted out?
Ms Ozinga: We do not know how it will be sorted Q177 Colin Challen: Would it be your view that

that has happened; the creation of PEFC as aout. We put forward that we would want it to be
sorted out and that we would like to have a review response to environmental criticisms from NGOs,

perhaps, has muddied the waters and makes it morewithin six months. We hope that it will be reviewed
in six months, and that the evidence which we put diYcult for end-users, perhaps, looking at diVerent

logos, to figure out what is right and what is wrong?forward will be taken into account then. Maybe just
one point on the PEFC, just to highlight the Ms Richards: In terms of the way it was set up, I

think there were two concerns by the industry thatproblems of interpretation of the CPET criteria: one
of the CPET criteria is that the standard-setting they were losing control over what they considered

to be their territory, and that the FSC was beingprocess—ie, the process which defines which timber
is allowed to get the label of sustainable (which it is quite successful in terms of bringing all

stakeholders together. I think it was also a culturalnot) should be done with the balanced participation
of diVerent stakeholder groups. That is what the thing, that small forest owners in a lot of the

Scandinavian countries, which have a lot ofCPET criteria say. The PEFC scheme allows only
the forestry industry or only the forestry owners to investment potential to do these kinds of things, felt

that they had been short-changed by FSC because,actually set the standard without any environment
or social NGOs involved. They still pass that in the beginning, when FSC was set up it was
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largely catering for large-scale certification. It has, Q179 Colin Challen: Moving to Finland, there are
issues which you have raised and concerns about thesince then, set in place a number of processes which
PEFC’s approval of the Finnish nationalallow small forest owners also to be able to
certification scheme. What are the issuesparticipate, but in the beginning that was one of the
surrounding that?reasons it was set up. Going back to the issue about
Mr Argent: Sorry?PEFC, and this is also the case for SFI as well, you

can carry a label on a timber product from forest
that has been converted, so the forest conversion Q180 Colin Challen: The Saami Council and the
issue is a big thing, because you can have your dispute that is ongoing?
forest cover and it would be converted to housing MsOzinga: I think themain problemwith almost all

the certification schemes, particularly the MTCCand the timber that actually comes out of that
and also particularly the PEFC, is their lack offorest can still carry a PEFC or SFI label, and with
recognition of indigenous rights. In Malaysia andFSC that is not possible because it is not allowed
Sarawak, as Nathan has said, but also in Peninsulato convert forest.
Malaysia there are legal conflicts going on; inMs Ozinga: If I can add one thing, Beatrix before
Sarawak there are more than 100 court cases goingsketched what happens if you are a forest owner
on about who owns the land on which this forest is,and you want your forest to be certified under the
but the forest is being logged nonetheless. There areFSC scheme. That is across the board. That will
very similar cases in Finland where the Saami peoplehappen when you are a forest owner and you want
are in dispute with the government, saying, “Thisyour forest to be FSC certified. The problem with
was our land; we have never given you the consentthe PEFC is that very diVerent things happen,
to log this land,” and the government disputes this.depending where in the world you are, and that
At the moment it has gone to the European Court ofmakes the PEFC a really internal-contradictory
Human Rights, so it is going to be a European courtscheme, almost. If you say: “Is the PEFC a
case shortly. The same is happening actually ingreenwash?” my answer would be: “In some
Sweden. Particularly in tropical countries you seecountries, yes; in other countries, no.” That is an
that this is actually the most significant issue and theintrinsic problem for a scheme which has one label discussion always is, “Whose land is this? Who has

and one logo. the right to give anybody allowance to log this
land?” In most countries the government has
assumed that right, often by dictatorships like in

Q178 Colin Challen: Just a couple of questions to Indonesia and Malaysia, or the local people have
Greenpeace. You published a report critical of the always maintained, “No, we have never given that
Malaysian scheme, the MTCC. How far away are right away and it is our land.” The whole debate is
they from being able to prove to your satisfaction about native customary rights versus forestry
that proof of legality or sustainability for their legislation, which is a conflict in most countries in
timber is about to be assured? the tropics but also in Finland.
Mr Argent: I think issues still remain with MTCC.
In terms of the work we have done in identifying the Q181 Mr Ainsworth: Mr Lee, in your opening
problems with MTCC, it is clear that there is a link remarks you touched on the FLEGT process, which
missing in the chain of custody—the chain of you said was desperately weak and disappointing.
custody being from when the tree is felled to where Can you very quickly take us through what has
it ends up on the consumer shelf. There is no link happened to end up with something that you regard
between when the timber is felled to the point when as “desperately weak and disappointing”?
it is processed. It is only from that point onwards it MrLee:Yes. There are a series of tests thatwewould
receives the certification. Also, proof of legality as apply, upon which we think it is failing at the
well as sustainability is a problem. There is a region moment, andNathanwould probably want to speak
in, Sarawak, I believe it is, where the MTCC has about it.
certified an area where there is still a conflict taking Mr Argent: Sorry, could you repeat the question?
place, where logging is taking place illegally, and it
is against the indigenous people who have land Q182 Mr Ainsworth: On FLEGT the process of
ownerships of this area. So it is already a clear case watering down.What exactly has happened to get us
of breach of legality but it is also of sustainability as towhere you are so disappointedwithwhat we have?
well. I think because the MTCC also certifies on a Mr Argent: The process from where we started,
state by state case, for example for the Malaysian where we had a very strong action plan, to where we
Peninsula as well, then it is very diYcult to see how are now, I can only assume over the two-year period
that can actually approach identify and assess the that various interested parties have managed to
sustainability in a particular forest concession. I diVuse some of the wording and make it weaker,
know that the MTCC has gone away and given the certainly in our view. There are a number of key
government’s assessment and conclusions to this points which we could expand right across the Panel
point now, but how far away it is diYcult to say, but where we feel that FLEGT does not go far enough.
as it stands at the moment they are a long way oV One that was highlighted very well by a Greenpeace
from legality and sustainability as far as we are report, which we looked at a couple of weeks back,

was the fact that the Voluntary Partnershipconcerned.
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Agreements between consumer and producer Q183 Mr Ainsworth:Why do you not think that we
have that anyway?countries only cover the direct trade to Europe
Ms Richards: It is not a crime to import illegalbetween, say, the UK and Indonesia or the UK and
timber into the EU.Ghana and it did not cover timber products which

had been imported by a third country, such as
China. These partnership agreements only apply to Q184 Mr Ainsworth: Why do you think that that
countries that are in these agreements. There are also solution has not already been arrived at, instead of
concerns that it could possibly lead to the whichwe are going through this complicated process
entrenchment of environmentally and socially of licensing and Voluntary Partnership Agreements
destructive forest practices. We have a country that and all this sort of thing?

MrSauven:Youmeanwhy has theUKGovernmentis very eager to demand timber in the European
not taken that decision?Union it could just take blanket action to legalise all

forest practices in a particular country, which, again
would have serious impacts for that particular Q185MrAinsworth:Yes.Why do you think that it is
forest area. not already illegal to import the stuV into the United
Ms Richards: To come in, in terms of the actual Kingdom?
process that has been happening in the EU, yes, the Mr Sauven:We talked to Elliott Morley about this
initial action plan was very promising; it said all the two weeks ago and he said, “I am not into gesture

politics,” which meant, “If I act independently andright things and it had aims to tackle financial
unilaterally without the EU that is just making aninstitutions, and it told all the countries to go away
empty gesture,” in terms of the fact that he thoughtand look at their national legislation to seewhat they
it would just go in through other European countriescould do. It mentioned developing research on
and then would be imported here anyway. Ourpossible feasibility of additional legislation to
response to that was twofold, and in fact we haveoutlaw the import of illegal timber, and its key
legal advice from a QC who says not only that thecornerstone was this licensing regulation, which
UK under EU legislation could enact its ownwould enable countries to enter into bilateral
national legislation—and there are other countriesagreements with each other and tackle some of the
like Germany looking at that possibility—but alsoforest governance issues, and these all seemed to be
we could act on timber that was coming into othervery promising. But obviously when you look at
EU countries and then being imported into the UK.what has to happen on the ground in terms of that, in
I do not see it really as gesture politics anyway, Iyour licensing regulation you need to also have some
actually see the UK Government takingkind of terms for reference for those countries in
responsibility and acting tough on this issue andterms of entering into the bilateral agreements—
sending a clear message, and also appealing to otherthey have to be credible. Unfortunately with the
partner countries in the EU to actually join it,licensing regulation, as it is currently proposed, we
because if one looks at it most of this timber iswere absolutely amazed to see some of the things coming into the UK anyway, into Tilbury,

that have been taken out of it. They have taken out Liverpool, Felixstowe and so on, and then it is
full product coverage, so the agreements that the two coming into Rotterdam in the Netherlands, and
countries are going to agree—let us say the UK and some of it is coming into Hamburg. So in fact we
Indonesia—will only cover sawn wood, plywood could have a huge eVect, a disproportionate eVect
and roundwood, and it will not cover things like just because of the amount of timber coming into the
pulp and paper, and we all know that the pulp and UK and one or two other countries. So I think that
paper industry has a huge role to play in the illegal if the UK government did act it would actually send
timber supplies—I think it accounts for about a out a very, very powerful message, and I think it
quarter of the trade coming into the EU that is would be very loud and very clearly felt, not only by
illegal. Then also the licensing regulation also does producer countries but by the EU partners as well.
not take into account the fact that the timber goes Ms Richards: I just want to come back in on that. It
via third countries, so it means that your guy on the is about cheap supply; the demand is for cheap
ground in Indonesia will send his timber oV to timber, and that is what is driving it, and the UK is
Malaysia or to China and then it gets converted and as much a culprit as anybody else in that. Therefore
it comes into the UK that way. It also does not take that is why nothing has happened, because it has
into account the fact that you cannot verify what is been too convenient for our markets to get in cheap
happening on the ground because they are not timber. I think that is one of the key reasons, and it

is far too easy; it is a wild stock. There are somemaking independent monitoring and third party
parallels that you can drawwith the fishing industry.verification mandatory. Independent monitoring is

just somebody being able to checkwhat is happening
on the ground: whether it is legal, how that is Q186 Mr Ainsworth: Going back to the previous
operating, how the country is implementing the legal questions, do you know at whose behest all these
compliance; and those are the problems with that changes were made in the various drafts of the
process. We are suggesting that in order to fill the licensing agreements that you went through before?
gaps now the only option is to develop this Is it retailers?
additional legislation and to make it a crime to Ms Richards: You mean in terms of the actual

structure of the licensing regulation itself?import illegal timber into the EU.
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Q187 Mr Ainsworth: At the EU level. licence all their export and not just that to the EU.
That would go a long way to addressing thisMs Richards: Member States have requested, and

there are some countries that have been dragging problem. But there was no political will from any of
the countries to demand that in the partnershiptheir heels very clearly on this, and they are

obviously being lobbied by their own industry agreements because they feel that it is forcing what
we want on to those countries, no matter to the factsectors, and interested groups in their own countries.

So that is what has happened. There have probably that it is the local people who would benefit most
from those sorts of measures.been about five key countries that have been driving

the process and have wanted various good things in
there and then the rest have been dragging their Q190 Mr Ainsworth: Can we just stick with China
heels; and then there is also a certain proportion of because we had evidence last week from the Timber
countries involved that just have not had an interest, Trade Federation and discussed the Greenpeace
they are not politically motivated to do something report, which has been highly critical of imports of
about it. timber via China? The Timber Trade people told us

that this plywood is 94–96% poplar core, which is
perfectly legally harvested in China and that thereQ188 Chairman: This meeting last week was under

the presidency of the UK Government, was it not? may just be some veneer on the surface, which is
potentially illegal. Is that your understanding of theMs Richards: Yes.

Mr Lee: I think there are parallels with the whole situation?
Mr Sauven: It is an interesting way of putting it. Theprocess on things like chemical regulation, for

instance, where there is no question that action problem is, yes, if there was just one plywood mill in
China and it was poplar core—it is not all poplarthrough the EU would be the most powerful and

eVective way of tackling this problem because it is core, some of it is hardwood but then you put a
tropical hardwood veneer on the top and the bottomone of the key three trading blocks in terms of timber

and forest products, and getting agreement is of it—and if there was just one mill, that would be
fine. The problem is that in the one region where weobviously diYcult and controversial. But doing

something strong and robust both with the licensing visited where this report was based there were 9,000
mills. So the extent of this is absolutely massive.and the control of illegal imports, at a European

level, would be an incredibly powerful driver for China has come from being quite a small producer
of plywood to now being the world’s number onemarket innovation. It would provide a level playing

field for the companies that are trying to operate exporter of plywood; it is now a massive industry.
According to the ITTO about five out of every 10responsibly; and it will lend extra credibility to the

certification schemes that are currently robust. It is rainforest logs are going into China. So it is not just
for plywood it is also for floorings, for furniture. Thedesperately needed.
same week that we produced our report Global
Witness produced a report about all the illegalQ189 Mr Ainsworth: Which countries are dragging
timber going in from Burma’s rainforest, and thetheir feet?
extent of that was just unbelievable, the amount ofMs Ozinga: We are not supposed to know this but
timber pouring over the border fromBurma and justthere are definitely a few Scandinavian countries
being waved through by the Chinese Army, by thethat have not been very supportive in this process.
customs oYcials and so on and so forth. So, withoutAnother answer to your question, “Why has this not
doubt, there is a massive laundering exercise goinghappened yet?” it is also because there is no
on there. I think that what was also quite clear is thatmultilateral agreement among countries—there is
the timber trade here did not have a clue from wherecertainly no multilateral forest agreement anyway,
this plywoodwas originating because in fact wewentbut certainly not about illegal logging. There is
and bought some plywood which we actuallyabout paintings and art and things being stolen. On
delivered to our environment colleagues here athe one hand that is a reason not to do anything, and
couple of weeks ago, and we asked for evidence—of course for countries that do not want to do

anything that is a very good argument which they
will use again and again. So you will have to get Q191 Mr Ainsworth: I know that somebody was

trying to get into the building at the time!beyond that actually by starting a process which
might in the end, or might not, lead to any Mr Sauven: They could go round the back door,

which was actually the front door! The thing is thatmultilateral agreement. But there is a tremendous
fear among all EU Member States, including the we asked for a certificate of legality and we were sent

some paperwork—they did not know it wasUK, I would say, to actually demand things from
importing countries, like they would licence all their Greenpeace—and that paperwork, according to the

species on the paperwork, said that it came fromexports, for instance, and not just the export to the
EU. Because one of the problems that Beatrix Gabon, from Africa’s rainforest, and in fact it was

Bintanga, which had actually come fromPapuaNewhighlighted is that with the current licensing scheme
you can have an agreement with Malaysia or Guinea’s rainforest. So even the species was wrong,

the continent was wrong and wrong rainforest. TheIndonesia but if you do not have one with China you
will still get all theMalaysian and Indonesian timber only thing that showed the origin of it was the fact

that it came from China, but of course we were notvia China. The very easy way around that is to
demand from Indonesia and Malaysia that they interested in the fact that it came from a mill in



3219491004 Page Type [O] 19-01-06 22:39:12 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 63

1 November 2005 Ms Saskia Ozinga, Mr Nathan Argent, Mr John Sauven, Ms Beatrix Richards
and Mr Andrew Lee

China, we wanted to know where the tropical make when we talk about the timber industry. It is a
very disparate group of individual companies; somehardwood veneer had come from. Of course, when it
are very good and some are extremely bad.came to that they did not know.

Q194Mr Ainsworth: Some of your members seem to
Q192MrAinsworth: Is there any way of finding out? have a habit of getting into trouble withGreenpeace.
Is not the problem so huge—and you have described Ms Richards: This is where we go back to the step-
it graphically and it is awful—that it is impossible? wise approach and the fact that the chain of supply
Mr Sauven: No, because that is the whole point of is complicated. We have confidence that the
having a certification system. If you have a chain of companies that are members of the FTN, especially
custody you know exactly where it is from; FSC will now that we have new, very stringent rules in place
tell you which tree stump it came from. That is the for their membership, obviously have a pretty
whole point of having certification, being able to complicated chain of supply that they need to be able
have proof of legality. Then of course we would say to counter, and not all of them are FSC certified yet.

There are some in there that are committed tonot just legality but also sustainability. So if you
getting FSC certified, but at the moment they arehave a system in place and a robust system in place
only being able to look at to get known origin ofit is actually very easy to do it. The thing is that the
their timber supply, so to knowwhere it comes from,timber trade here, more or less all of it, has promised
and then work up to be of legality and up tothat they would only sell legal and sustainable
certification. So you will have some companies intimber, and that is the thing that we get really angry
there that are not 100%.with the Timber Trade Federation about because

they should be dealing with their members. They
Q195 Mr Ainsworth: So when Wyevale or Argos orhave signed up to all these agreements within the
Homebase receive the attention of our friends fromFederation and they should kick them out if they are
Greenpeace it is not their fault?not going to abide by them. We cannot be in a
Mr Sauven:Wyevale cleaned up their act. That is asituation where we are telling Indonesia and we are
positive thing.telling Brazil and all these other countries, “Get FSC
Ms Richards: I would say that in a number of casescertification, clean up your act, get legality and
it may well be that there are some exceptions to that,sustainability and then we will buy your products,”
that it is not deliberate—I would not say it is notand they do all this, go to all this expense, and then
their fault, it certainly is their fault, but it is nottheir products remain unsold because they are being
deliberate—andwhen these things have happened inundercut by illegal timber. It is a nonsense and it is
those cases these companies have actually takengrossly unfair on those countries as well.
corrective measures to try to tackle the issues.

Q196 Mr Ainsworth: You have improved theQ193 Mr Ainsworth: Can I ask Ms Richards about
scrutiny of the way the scheme works have you not,the 95! Group, which you set up in 1991, which is
which I think was criticised as a lack ofnow the Forest Trade Network, which you referred
transparency?to earlier? Do you regard this as having been a
MsRichards:Yes, especially in the early stages whensuccess?
it was set up the policing structures were not as tightMs Richards: Yes, we do. At the moment, to give
as they should have been, and that has definitelyyou some figures, as of May 2005 there is now a
been improved. In terms of the UK Forest andGlobal Forest and Trade Network. Originally it was
Trade Network, we now have a whole set of criteriaset up in the UK in 1991 but it is now global, and the
for engaging with companies, which they have tomembership consists of 22 producers, which is a new
follow and they have an annual reportingdirection that the group has taken, in that we are requirement.also tackling not just buyers’ groups any more, but Mr Lee: Which are designed to ensure that they

also producer groups as well. And we have 365 really are on the pathway that they are talking about
buyers as well within our groups, which is driving and, also, if they are not we are prepared to throw
FSC certified forest now, delivering about 12.9 them out, as has happened over the last couple of
hectares, and globally there is 65 million hectares of years.
FSC certified forest. So we are delivering a good
proportion of that through the GFTN. At the Q197 Mr Ainsworth: You have thrown some out?
moment we have 31 applicant companies, which will Ms Richards: Yes, we have; I think we have thrown
bemanaging an additional 4.3 million hectares. So it out three now.
has had a very positive impact and is an example of Chairman: On that point I think that taking
the fact that there are certain parts of the industry responsibility for what happens is a really important
that are more than willing to join and are highly aspect of this and we are very grateful to you for the

time you have given in coming along this afternoon.motivated to do so. So that is an important point to
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Supplementary memorandum from Greenpeace

Question 178: Colin Challen referring to the ability of theMalaysian certification scheme,MTCC, to deliver
proof of legal and sustainable forest management.

In addition to the oral evidence submitted, I would like to also have the following points recorded.

Greenpeace believe that the scheme is also lacking credibility as a certifier of legal and environmentally
responsible forest management as the procedures of certification do not ensure products are legal as the
scheme allows for 30% of the product content to come from uncertified sources. As there are no credible
checks on the origin of this uncertified material, illegal timber can enter the chain of custody and can be sold
asMTCCcertified. There are also no requirements to ensure independent verification of the chain of custody
of MTCC timber exported to the UK, Europe or elsewhere. The MTCC also fails to address indigenous
people’s land rights, contrary to international treaties and standards.

These, very serious concerns will persist as the anticipated review of the new rules, to be phased in during
2006, will still not require an eVective chain of custody from stump to saw mill, or third party checks on the
origin of uncertified timber.

November 2005

Memorandum from Mr Duncan Brack, Royal Institute of International AVairs (Chatham House)

PUBLIC PROCUREMENT OF TIMBER

EUMEMBER STATE INITIATIVES FOR SOURCING LEGAL AND SUSTAINABLE TIMBER

Summary

ChathamHouse is one of the world’s leading organisations for the analysis of international issues, aiming
to help individuals and organisations to be at the forefront of developments in an ever-changing and
increasingly complex world. The Sustainable Development Programme, the largest of ChathamHouse’s 10
research programmes, works with business, government, academic and NGO experts to carry out and
publish research and stimulate debate on international issues in four focus areas: energy, environment,
climate change, and corporate responsibility.

Illegal logging and the control of trade in illegal timber has been a major area of work for the Programme
since 2000. We run a series of discussion and consultation meetings, maintain an independent website
(www.illegal-logging.info), publish a series of research reports and provide research support and advice to
the UK government, European Commission and EU member states.

This submission to the Environmental Audit Committee builds on work originally carried out for a
workshop on procurement policies organised in Copenhagen by the Danish and Dutch governments in
September 2004. The paper that follows, however, has not been published elsewhere in this form—it updates
the 2004 paper to take account of recent developments, and adds a set of conclusions (Section Four).

To summarise, timber procurement policy aimed at sourcing legal and sustainable timber can be highly
eVective in helping to control illegal logging and the trade in illegal timber products. To increase its impact,
the European Commission and UK and other EU member state governments should:

— Assess how existing procurement policies—at regional and local as well as central levels—may
already aVect the market for legal and sustainable timber.

— Create a central information point for suppliers outside the EU. Procurement policies vary,
sometimes quite substantially, country by country, making it more rather than less diYcult for
producer countries to sell into these markets.

— Make available more widely the kind of work the UK Central Point of Expertise on Timber
(CPET) is carrying out, assessing certification schemes and “alternative documentation” for the
extent to which they meet sustainability and legality criteria.

— Encourage the widest possible spread of timber procurement policies within the EU. It is
disappointing that twenty out of twenty-five national governments appear to be taking no steps
whatsoever to adopt such policies.

— Explore some degree of harmonisation within the single market, such as intra-EU agreement on
definitions—“legal”, “sustainable”, intermediate steps, and so on.
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1. Introduction

1. The issue of illegal logging has been attracting increasing attention since the late 1990s. It featured as
one component of the G8 Action Plan on Forests of 1998–2002, and led to a series of Forest Law
Enforcement andGovernance (FLEG) conferences coordinated by theWorld Bank, including those in East
Asia (Bali, September 2001) and Africa (Yaoundé, October 2003); others are planned for Russia and North
Asia (St Petersburg, November 2005) and possibly Latin America. Most recently, the G8 Environment and
Development ministers, meeting in Derby in March 2005, featured illegal logging as one of their two
priority areas.

2. Each of these initiatives has included a focus on the role of consumers in world markets in fuelling the
demand for timber and thereby potentially contributing to illegal logging. One of the actions agreed by the
G8 countries in 1998 was an assessment of their internal measures, including public procurement policies,
aimed at controlling illegal logging and the international trade in illegally logged timber. Ministers at the
Bali FLEG conference agreed to “explore ways in which the export and import of illegally harvested timber
can be eliminated”.27

3. Spurred by theBali conference, inApril 2002 theEuropeanCommission hosted aworkshop inBrussels
designed to identify options for the EU in helping to control illegal logging in general and the import of
illegally logged timber into the EU in particular. Much of the discussion focused on means of identifying
legal timber and excluding imports not identified as legal, but the topic of government procurement was also
raised as an important way of guaranteeing markets for legal—and possibly sustainable—products.

4. The topic was particularly relevant because a number of EU member states were already using
procurement policy to encourage the use of sustainable and legal timber and wood products. As long ago
as the 1970s, Germany legislated to require sustainable tropical timber for federal building projects, and
more recently, several German authorities, at federal, state and municipal levels, have brought in public
procurement policies that allow the use of tropical timber products only if they are certified as originating
from well-managed forests. In 1997, the UK government issued voluntary guidance advising government
departments to purchase timber and timber products from sustainable and legal sources, and in July 2000
announced that this was to become a binding commitment. In 2003 Denmark published voluntary
guidelines for public procurement of tropical timber.

5. The European Commission published its Action Plan on Forest Law Enforcement, Governance and
Trade (FLEGT) in May 2003; Council conclusions were issued in October 2003, with an invitation to the
Commission to undertake various follow-up steps. The heart of the Action Plan is the establishment of a
licensing system to identify legal products in partner countries and license them for import to the EU;
unlicensed products will be denied entry. However, the Action Plan also discusses the issue of government
procurement and “draws the attention of Member State governments to the fact that illegal logging can be
addressed through the adoption of procurement policies”.28

6. As indicated above, a number of EUmember states were already beginning to use public procurement
policies to purchase timber and wood products from legal and sustainable sources and, following the
publication of the Action Plan, others began to consider adopting similar policies. At the same time, the
EU’s public procurement directives were under revision, and issues surrounding legal and sustainable timber
were explicitly mentioned in the Commission’s draft Handbook on Environmental Public Procurement.

7. Public procurement policy clearly has an important role to play in the EU’s attempts to control imports
of illegal timber. Spending by EU public authorities is estimated to account for 16–18% of GDP,
representing a very substantial source of demand for timber and wood products. Unlike the FLEGT
licensing scheme, individual member states can adopt procurement policies without needing further EU
legislation and without having to negotiate agreements with producer countries outside the EU. And since
the eventual legality license may possibly also act as proof of legality for procurement purposes,
procurement policy ought to provide a powerful incentive for producer countries to adopt the licensing
system.

8. Precisely since procurement policies are being developed country by country, however, there is a
danger that they will diverge so much in details and coverage that they will make it more rather than less
diYcult for producer countries to sell into European markets, even if the timber in question is actually
produced both legally and sustainably. Accordingly, this paper provides a concise comparison of developing
procurement policy in five EUmember states: Denmark, France, Germany, Netherlands and UK, together
with some preliminary conclusions about possible future developments. EU procurement legislation and
WTO procurement agreements are also analysed.

9. It should be noted that this paper represents the author’s views on and analysis of procurement
policies, and is not necessarily endorsed by the governments concerned. It is intended that the paper will be
updated at regular intervals as procurement policies develop.

27 Forest Law Enforcement and Governance East Asia Ministerial Conference, Ministerial Declaration, page 2; available at
http://www.illegal-logging.info/papers/Bali—ministerial—declaration.pdf

28 Communication from the Commission to the Council and the European Parliament: Forest Law Enforcement, Governance
and Trade (FLEGT)—Proposal for an EU Action Plan (available at http://www.illegal-logging.info/papers/flegt.pdf),
Section 4.3.
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2. Comparison of Member State Procurement Policies

10. Timber procurement policies in all of the five states analysed here have either only recently been
introduced or are still under development:

— In Denmark, the parliament agreed in June 2001 that central government should adjust public
procurement policies in order to ensure that purchases of tropical timber would be based only on
legal and sustainable sources. Voluntary guidelines for purchasers were published in June 2003,
and a review process is now under way.

— In France, the government decided in 2002 to develop timber procurement policy to favour FSC
or equivalent systems, originally for tropical timber but now for all timber; a guidance note for
timber purchasers was published in April 2005.

— In Germany, the federal government introduced legislation in the 1970s requiring tropical timber
used in federal building projects to be certified as sustainable. Work on revising and extending this
approach began in 2003, and new regulations are expected to be ready by the end of 2005.

— Netherlands has possessed criteria for what qualifies as “sustainable” timber for some time and
has targets for the proportion of timber in the Dutch market which should be sustainable. Work
is currently under way on the definition of “sustainable”.

— In the UK, voluntary guidance advising government departments to purchase timber and timber
products from sustainable and legal sources was issued in 1997. In 2000 this became a binding
commitment, and in November 2004 the outcome of the first phase of work of the “Central Point
of Expertise on Timber” was announced (see further below).

11. All of the five EU states which do have timber procurement policies have developed them in slightly
diVerent ways, though there are many similarities between them. Rather than describe them one by one,
therefore, the remainder of this section provides a comparative analysis. It should be remembered that this
is a snapshot of policies as at autumn 2005; it is likely that some details will change, perhaps significantly,
over the coming months and years.

Criteria: legal, sustainable and social

12. France, Germany and Netherlands possess or are developing policies aimed primarily at sourcing
sustainable timber (for definitions, see below); such timber should of course be legal, but this is a side-eVect
rather than the main aim.

13. Denmark and theUKhave both adopted systems to procure legal and sustainable timber, recognising
that while sustainable timber is desirable, it may not always be available in suYcient quantities, and
therefore a minimum standard of proof of legality should be required for all purchases. Both systems use a
step-wise approach, with three levels: legal, legal and progressing towards sustainable, and legal and
sustainable.

14. The question of including social criteria over and above those legislated for in the producer country
itself—for example, international health and safety standards amongst the loggingworkforce, or land tenure
rights of indigenous communities—is controversial. Some of these criteria are reflected in the FSC
certification scheme, widely accepted as proof of sustainable production, and Denmark, Germany and
Netherlands all encourage or allow the use of social criteria in some way. Denmark, for example,
recommends that some social criteria should be included as an integral element of—and precondition for—
sustainable forest management (equivalent to “sustainably produced”).

15. UK public procurement policy, however, does not allow timber purchasers to specify criteria that are
not directly related to the subject matter of the contract. Permitted criteria include the production and
process methods of the timber and timber products, but not social or ethical issues which, with rare
exceptions, have no discernible eVect on product quality or performance. Unless such issues are covered by
law, therefore—which would include health and safety legislation in the country of production—they
cannot be included in contract specification, selection of suppliers or award of contracts. This is also the
UK’s interpretation of EU procurement directives (see further below), indicating a slight diVerence
compared to the interpretation in other member states. France has not adopted any position on social
criteria.

Coverage: sources and products

16. Danish and German procurement policy applies only to tropical timber, though the next version of
German policy will apply to all sources. French policy originated in an action plan on tropical forests, but
the new procurement policy applies to all sources, as does British and Dutch policy.

17. Both WTO and EU procurement rules rest on principles of non-discrimination (against products
deriving from parties to the WTO Government Procurement Agreement (GPA), and from other EU
member states, respectively). In theory this could give rise to a WTO challenge to procurement policies
covering only tropical timber, though not many tropical countries are signatories to the GPA. Since
Denmark’s policy is voluntary rather than mandatory, however, it could survive a WTO challenge.
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18. Existing German policy applies to all tropical timber and timber products, and the new legislation
seems likely to apply to all timber and paper products, as does British policy. French policy covers all
categories, but with slightly stricter criteria for logs, sawnwood, veneers and plywood than for other
processed products, paper and engineered wood. Danish policy excludes paper. The coverage of the
developing Dutch policy has not yet been decided, but may be those categories specified in the EU FLEGT
draft regulation, ie raw timber, sawnwood and plywood, but not processed products (such as furniture)
or paper.

Implementation: definitions and verification

19. The problem of defining what exactly is meant by “legal”, “sustainable” and “progressing to
sustainable”—and how to prove it—is probably the most diYcult task facing those drawing up timber
procurement policies and guidance.

20. As noted above, only the British and Danish policies need to define “legal”, which in both cases
essentially means compliance with laws in the country of origin of the products. The Danish guidelines
consider bilateral agreements with the producer country in question as the best base for definitions of
legality. Where this is not available, it suggests including the following requirements at a minimum:
possession of the necessary rights and permits, fulfilment of all relevant national legislation in the producer
country, and payment of all taxes and dues.

21. Definitions of sustainability vary substantially. The Danish approach is the simplest, deriving from
the Forest Principles agreed at the “Earth Summit” inRio in 1992 and requiring thatmanagement standards
have been developed for seven specified sustainability criteria. A key requirement in the Danish approach
is that the specific standards have been developed in a consultative process, open to participation by all
aVected parties, including financial, environmental and social stakeholders. FSC certification is considered
a credible guarantee for sustainable forest management (and MTCC certification for legal and progressing
to sustainable). It is recommended that alternative documentation should be “submitted for assessment to
an impartial third party” but recognises that “there are, as yet, no established systems for doing this”.29

22. The Dutch policy will rest on its own certification system, probably similar in principle to FSC (FSC
itself is regarded as not suYciently independent from NGOs and some companies). On an interim basis,
procurement authorities are to rely on the Keurhout30 and FSC criteria for guidance.

23. The French scheme specifies five types of certificate for logs, sawnwood, veneer and plywood,
including licenses of legality, sustainable forestry management certificates, and codes of good conduct;
equivalent documentation is also allowed. The key common factor is that they must all be verified by an
independent body.

24. The German approach is rather looser. Existing German policy simply specifies that the certification
proving sustainability must be credible, and in practice a wide range of certificates and eco-labels have been
accepted by purchasers. The criteria for the new regulations are not yet available, but one report states that
they will use the FSC certificate as a benchmark.31

25. UK policy originally used FSC, or equivalent, as an example of sustainability, but the UK has now
established a comprehensive means of defining and verifying sustainability and legality—aimed partly at
assessing existing certification schemes, but also at meeting the problem identified by the Danish guidelines,
that of verifying alternative documentation. A Central Point of Expertise on Timber (CPET) was set up in
June 2004, and its work is proceeding in phases.32

26. Phase One was aimed to establish robust contract definitions for legal and sustainable timber, assess
how well the five major certification schemes covering the bulk of UK imports provided assurance to
customers, and revise previous guidance. The results of this work were announced in November 2004; two
of the five schemes (FSC and the Canadian Standards Association (CSA)) were found to guarantee legal
and sustainable timber, and the remaining three (Programme for the Endorsement of Forest Certification
Schemes (PEFC), the North American Sustainable Forestry Initiative (SFI) and the Malaysian Timber
Certification Council (MTCC)) to guarantee legal, but not sustainable, timber. Subsequently, PEFC and
SFI changed elements of their processes and in August 2005 it was announced that they met the UK criteria
for legal and sustainable timber.

27. Phase Two was also announced in August 2005. The UK consultancy ProForest was commissioned
to operate an interactive helpline service, facilitate consultations with stakeholders and develop education
and training. It will also continue the process of assessing forest certification schemes and, crucially,
willdevise a methodology for assessing alternative forms of evidence. It is also intended that it will monitor

29 Ministry of the Environment (Denmark), Purchasing Tropical Timber: Environmental Guidelines (2003).
30 Keurhout was the national foundationwhich operated as a controlling organisation for existing certification schemes, thought
in fact it has recently been disbanded.

31 FERN, To Buy or Not to Buy: Timber Procurement Policies in the EU (FERN, January 2004).
32 See www.defra.gov.uk/environment/internat/forests/uk-timber.htm for a summary of progress and latest news.
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how successfully government departments are implementing the timber procurement policy and how
eVectively CPET assists the process. It is envisaged that in due course CPET will be used by the entire UK
public sector and its suppliers.

28. Both the Danish and British approaches originally envisaged the possibility of so-called “variant
bids”, in which diVerent levels of bid could be invited, and/or made, for the same contract—for example,
bids providing baseline legal timber, and higher quality bids providing sustainable timber. UK policy clearly
states that bids of higher quality will be preferred provided that they oVer clear value for money.

29. As noted above, both approaches also envisage the possibility of a middle category, of “legal and
progressing to sustainable”, though some doubts have been expressed in the UK about the feasibility of
measuring it, so this step is not being implemented in Britain, at least initially. TheDanish guidelines suggest
the Malaysian Timber Certification Council (MTCC) as proof of “legal and progressing to sustainable”.

Implementation: the broader framework

30. As noted above, the Danish policy is voluntary, and applies equally to all public institutions. In
contrast, all the other four countries’ policies are, or will be, mandatory at central (federal) level. None of
them are mandatory for regional or local governments, but in all countries at least some authorities at these
levels have adopted similar policies, and in some cases have based their approaches explicitly on those of
central government. (In other cases the policies vary, for example in acceptable certification; no
comprehensive survey is available.)

31. In general, environment ministries have taken the lead in developing and overseeing these timber
procurement policies (the exception being Germany, where the lead has been taken by the Ministry of
Consumer Protection, Food and Agriculture, though with considerable input from the Environment
Ministry).

32. In Denmark, Netherlands and UK the development of timber procurement policy has taken place
against a background of a general “greening”’ of procurement policy more broadly, but in each case there
has been a much sharper focus on timber—due to the rapid development of the wider debate around illegal
logging, described above. NGO activities and parliamentary interest seem to have been important drivers
in all five countries. They have also fed oV each other; the initial proposal to the Danish parliament seems
to have been modelled on the British approach announced a year earlier (which may explain the several
similarities between them).

33. Two countries have adopted targets. The French aim to meet the objectives of 50% of publicly
purchased timber being legal and sustainable in 2007 and 100% in 2010 (though it should be noted that they
use a fairly loose definition). In June 2004 the Dutch government announced that all governmental
organisations should commit themselves to buying sustainable timber as much as possible and in due course
completely.

Impacts

34. It is in general too soon to judge the impacts of these policies. TheDanish, British and French policies
are all relatively new, and to a certain extent still evolving, and the German and Dutch policies have not
even been implemented yet, or have applied only to a relatively small proportion of themarket (for example,
Germany, where tropical timber is not extensively used in building projects).

35. Having said that, the UK, however, which has been implementing at least voluntary guidance since
1997, believes that it has already observed amajor shift in suppliers’ attitudes, with most suppliers now fully
understanding and appreciating the objectives of the policy. It is diYcult to disentangle the impacts on
corporate behaviour of the many initiatives now under way in the general area of illegal logging and the
control of trade in illegally logged timber—including awide range of conferences and consultationmeetings,
targeted direct action by NGOs, the EU FLEGT action plan, and so on—but procurement policy is
commonly cited by industry in Britain as a major driver for change in its own behaviour. Chatham House
is currently preparing a study of actual and probable impacts of all the various initiatives designed to control
illegal logging, including government procurement policy.

3. Constraints: EU and WTO Public Procurement Frameworks

36. Public procurement policies in EU member states are governed by the general principles established
by EU and, to a lesser extent, WTO rules. The two frameworks are described below, but the key principles
they establish are that procurement policies should:

— Be non-discriminatory (eg between products of diVerent countries).

— Ensure value for money for taxpayers and consumers of public services.

— Ensure equal treatment of suppliers.

— Operate in a transparent way.
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EU procurement rules

37. Until early 2004, EU legislation in the field of public procurement was covered by four diVerent
Directives dealing with services, supplies, works and utilities; some of it dated back to the early 1970s. On
31March 2004, these fourDirectives were replaced by two new ones: Directive 2004/18, on the coordination
of procedures for the award of public works contracts, public supply contracts and public service contracts
(the “classical” directive) and Directive 2004/17, on the coordination of procurement procedures of entities
operating in the water, energy, transport and postal services sector (the “special sectors” directive).Member
states have until 31 January 2006 to transpose these Directives into national law.

38. The application of the old Directives to “green procurement” was disputed. It was always clear that
some environmental criteria could be included in the technical specifications of a tender when it was drawn
up, but the Commission argued that such criteria could not be considered at the award stage, as they did
not necessarily bring an economic advantage that directly benefited the public authority. However, in
September 2002, in the Concordia bus case (which covered the purchase of low-emission buses by the City
of Helsinki), the European Court of Justice ruled that non-economic factors (such as noise levels or
pollution) could be taken into account at the award stage, so long as they satisfied a number of criteria, such
as being linked to the subject matter of the contract, and being applied transparently and in a manner that
did not amount to discrimination against any other member state of the EU.

39. This eVect of this ruling has made its way into the new directives, but their exact application is of
course as yet unknown. However, the Commission’s website33 summarises the position as follows:

— Technical specifications: both environmental product characteristics and production methods can
be specified, though the methods must be relevant to the product being purchased.

— Variants: the contracting authority may specify a base set of technical specifications, and a
(specific) green variant; companies can submit bids for either.

— Selection criteria: may be included in the contract; covers issues like exclusion criteria (eg
convictions for an environmental oVence, non-payment of taxes, etc) and technical capacity
criteria (does the bidder have the necessary capacity and experience for the contract?).

— Award: environmental factors, such as emission levels, or energy consumption levels, can be used
in the award of the contract, and they do not have to bring a direct advantage to the contracting
authority itself.

— Contract performance: specifications such as delivery of products in bulk rather that separate
containers can be included, but must always be clearly specified and related to the execution of the
contract.

40. The Commission’s publication Buying green! A handbook on environmental public procurement,
published in August 2004,34 recognises the current debate around legal and sustainable timber and contains
a section specifically on the topic. It concludes:

Some useful technical specifications for timber purchase

For example, the following criteria can be used in the technical specifications of a contract that is
sustainable in environmental terms:

— The assurance that the rate of harvesting of timber does not exceed levels that can be
permanently sustained.

— Use of environmentally friendly non-chemical methods of pest control, and the avoidance of
use of chemical pesticides.

As with all technical specifications, you can only include those specifications which are related to
the subject matter of the contract. So you cannot include specifications of a scheme on, for
example, the protection of forest-dependent people.

However, you can, as a purchasing authority, indicate in the contract notice or tender documents
that a forest certification scheme will be accepted as a possiblemeans of proof of fulfilment of these
requirements. You must, of course, accept equivalent means of proof too.

Since such forest certification schemes often also include other requirements concerning the
legality of the harvesting of the timber not linked to the tender in question, the promotion of such
schemes will indirectly also increase the chances of the wood being harvested from legal sources.35

33 http://europa.eu.int/comm/environment/gpp/practice.htm
34 SEC(2004)1050, available at http://europa.eu.int/comm/environment/gpp/pdf/gpphandbook.pdf
35 Ibid, section 3.4.5, pp 24–25.
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The WTO Government Procurement Agreement

41. Government procurement measures are also subject to the WTO Government Procurement
Agreement (GPA). Unlike most WTO agreement, this is a plurilateral agreement, to which not all WTO
members are parties—in fact, only the EU (and all its member states) and 12 other countries are parties.
Only three developing countries, none of them major timber producers—Hong Kong China, Korea and
Singapore—are parties.

42. Its basis rests on the core WTO principles of non-discrimination between like products from foreign
and domestic suppliers. The GPA’s definition of technical specifications is very similar to that of the EU,
stressing “performance” rather than “design or descriptive characteristics”, though its definition of award
criteria is rather looser. In addition, Article XXIII of the GPA includes exceptions to its obligations for
reasons of publicmorals or protection of human, animal and plant life.Given thesewordings, it seems highly
unlikely that the GPA is of much relevance to EU member states in this area—EU procurement directives
are much more detailed and in key respects more restrictive, and are therefore the key determinant of
member state legislation.

4. Policy Options

43. This last section considers what options might be feasible for the further development of EU action
to promote procurement policies for legal and/or sustainable timber.

Provision of information

44. The most basic level of action possible would be to assess how existing procurement policies—at
regional and local as well as central levels—may already aVect the market for legal and sustainable timber.
There is little information available on this at present, given the relatively recent introduction of such policies
in the fiveEUmember states, but their impacts should be closelymonitored. (Asmentioned above, Chatham
House is currently conducting a study on this topic.)

45. A development of this fairly basic approach would be to create a central information point for
suppliers. As can be seen from the analysis above, procurement policies vary, sometimes quite substantially,
country by country,making itmore rather than less diYcult for producer countries to sell into thesemarkets.
It would seem sensible for the Commission to maintain information on procurement policies, probably
through a single website, so that suppliers can obtain the information they need more easily.

46. Developing this approach further, it would be useful if the kind of work the UK CPET is carrying
out, assessing certification schemes and “alternative documentation” for the extent to which they meet
sustainability and legality criteria, could be made available more widely. This is information which any
procurement authority concerned about such issues should find useful. CPET could, of course, simply sell
its advice to any procurement authority, or even private sector body.

Development of procurement policies

47. Beyond the simple provision of information, it would obviously be desirable if all EU countries
developed their procurement policies to source legal and sustainable timber. Frameworks for green
procurement in general appear to be in existence in many EU countries, and there are plenty of models now
available as to how procurement policy can source legal and sustainable timber.

48. Given this, and also the fact that the FLEGT Action Plan, approved by all EU member states,
explicitly encouraged the wider adoption of timber procurement policies, it is disappointing that twenty out
of 25 national governments appear to be taking no steps whatsoever to adopt such policies. The timber
licensing scheme to be introduced under the Action Plan will be a key step in the exclusion of illegal timber
from EU markets, but it seems unlikely to come into full operation until some time in 2006 at the very
earliest, and in any case will be restricted to those timber-producing countries which sign up to partnership
agreements, and also to a limited range of timber products. Procurement policy, however, can apply quite
easily to all products andmust apply to timber from all countries—and can be introduced fairly quickly. The
wider adoption of timber procurement policies within the EUwould undoubtedly have a beneficial eVect on
controlling illegal logging and the trade in illegal products.

49. In an ideal world, some degree of harmonisation would also be desirable within the single internal
market. The simplest form would be intra-EU agreement on definitions—“legal”, “sustainable”,
intermediate steps, and so on—while the purchasing authorities retain the right to use them diVerently in
terms of targets. A supplier with timber certified as “sustainable” under an internationally accepted scheme
would then have the confidence of being able to meet the criteria in all EU countries which required it,
without having to proceed through diVerent accreditation procedures for diVerent countries.
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50. The next step up is complete harmonisation of procurement policies, with all countries requiring the
same standards of legal and sustainable timber and timber products. This does not seem politically feasible
within the EU, at least in the short- or medium-term. Nevertheless, any of the other steps outlined above
would assist substantially in building markets for legal and sustainable timber and excluding illegal timber
from EU markets.

September 2005

Witnesses: Mr Duncan Brack, Associate Fellow, Energy, Environment and Development Programme,
Royal Institute of International AVairs (Chatham House), Ms Jade Saunders, Associate Fellow, Energy,
Environment andDevelopment Programme, Royal Institute of International AVairs (ChathamHouse) and
Ms Emily Fripp,1 Consultant, Royal Institute of International AVairs (Chatham House), examined.

Q198 Chairman: Good afternoon. Welcome to Mr we thought it would do to start with, but I think that
Brack, Ms Saunders andMs Fripp. You have heard is a reflection of the eVort and the focus that the UK
some of the earlier part of our session this afternoon, Government in particular has put into this issue over
so we will plough on very quickly. Thank you very the last five or six years, really actually since 1998
much indeed for coming along and giving evidence when it was the Chair of the G8 and created the G8
to us this afternoon. By way of introduction, could Action Programme on Forests.
you give me some background as too why Chatham
House is making this such an important issue? We
have heard earlier on that there is perhaps lack of Q199 Chairman: Thank you. In terms of the
leadership in various other places. Why is this so stakeholder meetings that you have been having,
important that you should put so much eVort at which I understand are funded by Dfid, arising out
Chatham House into working on this whole issue? of the discussions that you have had with them, is
Mr Brack: Thank you for the opportunity to talk to there a meeting of minds with the retailers, the
you. I should emphasise at the beginning—and you producers, with theNGOs?Also, in respect ofDfid’s
may well know—that at Chatham House we very interests as well. I am thinking particularly about the
strictly are not an advocacy organisation; we do not Commission for Africa. Is there a meeting of minds
have a corporate view on any issue. So our about how this should all be taken forward that you
individual researchers express views of their own, have come to understand? Or is the gap larger than
but they are not corporate. Having said that, I ever?
suspect that all three of us agree with each other on Mr Brack: If you go back to where we started five
this. We came at this issue five or six years ago from years ago people were only just beginning to think
a background of working on trade and environment about this, and I think as Saskia said in the earlier
issues—the inter-relationship between WTO rules session the whole issue has grown in political profile
and environmental issues—and on international quite rapidly over the last five or six years. Certainly
environmental crime, for example on wildlife, ozone there are wide diVerences of opinion and you saw
depleting substances or fish, and more generally that in the last session. What we are about is giving
on environmental regimes and environmental everybody an opportunity to debate with each other
governance. Most of the work we have done on this and to have dialogue with each other, and our
since has been funded by the UK Government, and participants in our meetings are drawn from
I think they saw us—as we like to think of governments from all over the world, from
ourselves—as a place with convening power. We are international organisations, from NGOs and from
a neutral organisation, people trust us to run industry. So I think that probably people would
meetings and events where we are not trying to put accept that they have been a useful forum for debate.
over a view, and we give space to actors from across I am sure that there will continue to be diVerences of
the spectrum to express their own views. One of the opinion over the policy options, and that is a very
things we do is to run a whole series of consultation healthy thing. I think it is useful to have NGOs
and update meetings that have really developed into always criticising government and driving them in
a focus for the debate on this—in Europe, at least. the right direction, and industry as well. What we
And we run a website2 with up to date information aim to do is to provide the platform for that kind of
on everything that is happening. In addition to that, debate to happen.
we are an independent research organisation and we MsSaunders:Could I just add briefly, that although,
have done a lot of the work that I think has helped asDuncan said, there is not necessarily consensus on
to back up things that have happened in the EU and the solution there is a growing consensus on the fact
amongst theUK, particularly onways of controlling that it is a problem, and I think that is one of the
imports of illegal timber because that relates to our things that we have seen recently, that the UK trade
previous work on trade environment and have, from a few years ago—and Emily has worked
environmental crime. It is around the licensing with the trade more than I have—they were at a
system and around procurement and so on. So point where there was a lot of, “It is not us, Guv, talk
certainly the work has developed much more than to the bad guys, we are the more high street names,”

and things, to a recognition that all consumers have1 http://www.illegal-logging.info/papers/EAC–Procurement a part to play in solving these problems and–Impacts.pdf
2 www.illegal-logging.info recognising them. I think a consensus around the
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1 November 2005 Mr Duncan Brack, Ms Jade Saunders and Ms Emily Fripp

fact that it is a problem that needs to be addressed to judge. But I think considering that there has been
debate and pressure on those key issues for a numberhas emerged, and I think emerged out of Chatham

House meetings to an extent. of years by NGOs to the certification scheme, and
the fact that CPET manage to get change within aMs Fripp: Something that one of the traders said to

me recently was, “Five years ago you would have period of months—regardless of whether it is
enough, the process there is for continual review—Inever even sat around a table with NGOs and talked

about stuV, let alone let them ask you, ‘Can you think that is a significant impact of CPET moving
forward.prove that what you are selling in B&Qorwherever,

in whichever shop, is actually legal?’” And now they Mr Brack: Could I add briefly that the principle of
CPET is an important thing, which other countriesdo have some form of dialogue—whether it goes

anywhere and what it results in is not the issue—and do not seem to have? You have to have some way of
assessing existing certification schemes but alsoI think that is a huge step forward compared to five

years ago. allowing companies that are not certified at all to
prove that they are meeting the same standards.
There is an important element of WTO and EUQ200 Chairman: So if we can move on to timber
procurement rules, and therefore I think it is a veryprocurement and compare with what has happened
logical response to set up a body like CPET, and thathere in the UK with CPET, with other European
possibly ought to be developed EU-wide in thecountries? How do you think we fare in relation to
long-term.Germany, Netherlands, France and Denmark, to

what they are doing?
Mr Brack: I think we compare very well. I think the Q203 Chairman: What would you say would be

CPET’s ten greatest achievements to date?UK policy is both more eVective and more worked
through and has come into eVect quicker than most Mr Brack: It is too soon to tell.
other countries. What my concern is slightly—and I
alluded to this in my written evidence—that at the Q204 Chairman: Their two greatest achievements
moment you are seeing five EU countries develop to date?
procurement policy along slightly diVerent lines. So Mr Brack: In coming into existence. In assessing the
everybody is developing it diVerently, which certification schemes, I think you can certainlymake
potentially creates barriers to people aiming to criticisms of that and that is worth looking at. But in
import into the EU because they have to know setting up amechanism to assess alternative forms of
information about the five diVerent schemes. I think documentation for people who are not certified,
there is a role to be played by the European which, as I said, is an important part of any
Commission in helping to at least make the procurement rules.
provision of information about procurement
policies easier for people outside of the EU. The

Q205 Chairman: You were saying earlier on aboutsecond thing, which I think is quite disappointing, is
the five diVerent European schemes where you had athat 20 Member States out of the 25 are making no
fear that theyweremoving to an unlevel playing fieldprogress whatever on timber procurement, and so if
in respect of timber procurement. I ammoving on toit is possible for the UK and successive presidencies
the WTO rules, and I am keen to question you, Mrto encourage these countries to do something more
Brack, about how you could see a sustainable timberabout it as an element of the FLEGT Action Plan,
procurement policy being compatible with WTOthen I think that would be extremely helpful. But I
rules. I have read with interest the evidence you havethink that the UK itself has developed a model that
given to us. Are you actually saying to us that if theis worthy of emulation by other countries.
government wanted to, if the UK wanted to, if it
took the leadership role within the EU, that there

Q201 Chairman: But there has been some criticism would be nothing to stop the EU within the WTO
from NGOs of CPET, has there not? coming up with just such a policy in respect of
Mr Brack: Yes. procurement?

Mr Brack: Yes, I think so. I do not think that WTO
rules are very important constraints on the EUQ202 Chairman: Is that justified?

Mr Brack: On the certification schemes and the Member States, partly because the WTO agreement
on government procurement has been signed byextent to which it has judged those, I would like to

hand that over to Emily, who has worked on this relatively few States and by no important tropical
timber exporting companies, but largely because themore than I have.

Ms Fripp: I am not a certification expert, but the bit EU procurement rules are far more detailed. They
build on the same principles as the WTOthat I know about, the assessment side, it is reported

that on the initial assessment, PEFC and SFI did fail procurement agreement anyway, but they are much
more important constraints for the UK and otheron the criteria that Saskia was mentioning

beforehand—PEFC on the unbalanced approach to Member States. But I think that they give enough
latitude to allow Member States to impose quitestandard setting and SFI on its audit systems. Both

schemes responded within a three or four-month tough standards for sustainability. I think a more
important constraint is the lack of availability ofperiod and got back and tried to change and address

the criticisms that were given by CPET. Whether sustainable timber in the market place. So I think
again that the UK and others are right to say, “Wethey addressed them to the level that perhaps NGOs

would like, I do not know; and I am not in a position will make sure that legal timber is the basic



3219491007 Page Type [O] 19-01-06 22:39:12 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 73

1 November 2005 Mr Duncan Brack, Ms Jade Saunders and Ms Emily Fripp

requirement, but above that we will go for as the UK. So it would be helpful to discuss this
further and perhaps get a legal interpretation of thesustainable timber where it is available.” The big
procurement directives.debate I think is about the extent to which you can

incorporate social standards, for example the
treatment of forest dependent people, indigenous Q209 Chairman: So I am right that the answers you
communities within your procurement policy. It is have just given now are slightly at odds with the
clear that there is substantial disagreement here. The written submission you have given to us, that really
UK has interpreted so far the EU procurement if there was a will to do it there would be a way of
directives as not allowing that. Other countries doing it?
appear to interpret them as allowing that. I think it Mr Brack: I think my written submission just said it
is a substantial area of uncertainty. Partly we have was unclear, which it is—unclear.
no idea because there has never been a dispute case
on this before the European Court of Justice

Q210 Mr Ainsworth: We have not had muchfollowing from the new EU procurement directives.
evidence yet which gives us confidence that theSo the interpretation is unclear and it would be
FLEGTAction Plan and the Voluntary Partnershipuseful to have further discussion about that.
Agreements are going to amount to a row of beans
in terms of making a practical diVerence. Is that

Q206 Chairman: I am not altogether clear. Are you your view?
saying that if the UK government wished to proceed Mr Brack:No, I do not agree with that. I think a lot

of the criticisms that the NGOsmade in the previouswith getting approval through all the diVerent layers
talk are to some extent justified, but I think you needof bureaucracy that it would have to go through, if
to see the licensing scheme that the FLEGT Actionit set out to achieve a sustainable timber policy of
Plan is bringing in as the first step in a series ofprocurement that it could actually do that? Or are
further steps, and in that sense it should beyou not including this issue of social alongside
compared to any environmental agreement, whereeconomic and environmental in the definition of
the initial agreement is often clearly inadequate tosustainable?
deal with the problem but it creates a step beyondMr Brack: Yes, that is the problem. The Member
which you can take further steps. For example, theStates can broadly do whatever they like, but if
Montreal Protocol on ozone depleting substances,someone thinks that they are exceeding the
theKyoto Protocol on climate change—clearly theirconstraints set by EU procurement rules they would
first versions were inadequate to deal with thelaunch a dispute against them and the European
problem, but they created the systems and the will toCourt of Justice would hear it. So to that extent we
move beyond that in due course. So I think if theare not completely clear how the ECJ would
licensing scheme stopped at where it is likely to be ininterpret procurement directives. I think there is not
the first year or so, and did not proceed any further,much disagreement that you can impose quite high
it would not be terribly eVective. But I do not thinkenvironmental standards, so the environmental
that is necessarily the case, I think it can develop andangle of sustainability is not likely to cause a
evolve. The problem is, as Saskia said in the earlierproblem. The area of dispute is about the social
session, there is no multilateral agreement onelement of sustainability.
forestry or on illegal logging under which you can
bring in a licensing scheme, and other licensing

Q207 Chairman: Are you saying that that could be schemes, again for example in the Montreal
included as well? Protocol or in the Kimberley Process on conflict
Mr Brack: I am saying that it is unclear whether it diamonds, have taken place within multilateral

frameworks and have worked eVectively to excludecan be included. I do not know, personally. But
illegal products, or, for the Kimberley Process,clearly diVerent Member States are interpreting this
conflict diamonds, from world markets. I think theyin diVerent ways.
have a good record and they can work. But because
there is no multilateral agreement on illegal logging

Q208 Chairman: In terms of the contact that you you can meet that problem in two ways: one is to try
have had with other European countries, what do to negotiate a new multilateral agreement and really
you know about the stance of the UK government there is not much political will, since the collapse of
on this? Are they sympathetic to try to overcome the the attempts to negotiate the Forests Convention at
problems that there are in this definition of social, or the Earth Summit 15 years ago, for a new
do you think that there would be suYcient support multilateral agreement. Or you can choose to do
to proceed and, if necessary, take whatever action what the EU is trying to do, which is to build up the
needs to be taken through theWTO to get that on to system from the bottom up, through bilateral
the WTO agreement level? agreements with individual countries. If you do that
Mr Brack:Again, it is an EU procurement directive then you face the inevitable problem that there will
problem and not a WTO one. I honestly do not be some countries that probably will not join your
know; I am not sure that I could say. I think that bilateral agreements and therefore potentially
there is sympathy within the UK Government for provide gaps, loopholes, through which illegal
incorporating stronger social criteria, but they feel timber can be imported. It is true to say also that a
constrained by EU procurement directives. Other processing country causes potentially quite a big

gap. If the agreement, for example, is betweenMember States do not appear to feel as constrained
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Ghana and the EU, (Ghana is quite likely a first MrBrack:There are two elements in theAction Plan
on which we are carrying out studies on behalf of thesignatory) and Ghana exports primarily straight to

the EU without any intermediate country, then I UK Government, and I think again I would agree
with the NGOs in saying that the Action Plan hasthink the licensing system, in those circumstances,

ought to work well, as long as it has things like been rather slow in implementing some of these
studies. The first one is an examination of nationalindependent monitoring built into it, which I think

will be there in the partnership agreement. If you are legislation in countries to see if there is any kind of
law that might be relevant to control the import ofseeing a longer chain of movements, if a country like

Indonesia exports to China and then China exports illegal timber, for example laws on theft or receiving
stolen goods or money laundering. We have notto the EU, then that makes the system, as it is

envisaged at the moment, much more diYcult, but I finished those studies yet—there are five or six going
on in various Member States of the EU—but mythink that is something that needs to be tackled and

we need to think how you can deal with chains of preliminary conclusion would be that there are no
domestic laws that are likely to be very useful incountries exporting and shipping. In theory,

conceptually, there ought not to be a problem with controlling the import of illegal timber, particularly
from countries that do not sign a partnershipdeveloping that; it needs more political will, it needs

more eVort, it needs a willingness to move beyond agreement. So the second stage then is to look at
what the options are for additional legislation at thethe initial system. I think that the FLEGT Action

Plan—the licensing system and the partnership EU and Member State level that might be helpful to
control the import of illegal timber, and again Iagreements—are setting up the first stage of that

process, which we then ought to move beyond. So I would agree with the NGOs that this kind of
legislation would be extremely useful as aam much more optimistic than the NGOs.
reinforcement to the licensing scheme. There are a
series of options that we will be looking at—we have

Q211Mr Ainsworth:You certainly are and it is quite not finished the study yet—and one is modelled on
refreshing to hear somebodywho is optimistic about legislation in the United States that makes the
these things. Let me explore a little further how import of illegal fish and wildlife produced illegally
justified that optimism is.We heard just now theway overseas illegal in the US. I think it should be
that the whole licensing system had been watered possible to adopt something like that at EU and EU
down, reduced basically, and you yourself said it is Member State level.
very modest, it is more emblematically important
than practically. I think you said that 20 out of 25 of
the EUMember States are doing nothing. With that Q213 Mr Ainsworth: Does the WTO come into the

equation at some point?kind of political inertia how likely is it that any of
this is really going to happen soon? Mr Brack: It depends what the legislation says. The

US legislation, the Lacey Act, is not a borderMr Brack: Two comments on that. The reference to
20 out of 25 was about procurement policy, which is measure, it is not a requirement that is imposed at

the border—if it was then there would be a WTOseparate and diVerent from the licensing scheme. I
think procurement is very important and it can come case. What it simply says is that if you are found in

possession of fish and wildlife produced illegallyinto eVect faster than licensing, but it is not
connected; they are diVerent things. The licensing overseas or if you sell it or market it or transport it

or export it, then that is an illegal act and you can bescheme will aVect the whole of the EU, through a
regulation that will apply without the need for any subject to prosecution in the US courts, and even if

you did not know that the material was illegal youmore national legislation. I do not agree with the
comment made by WWF that it has been watered can have it confiscated from you. So it is important

to say that that is not a bordermeasure, it is a changedown. Actually the original text of the Action Plan
referring to the licensing scheme covering a more to criminal legislation; and the German draft

legislation which made the marketing andlimited number of categories of timber than has now
actually proved to be the case. Because of the impact possession of timber produced illegally in virgin

forests illegal in Germany—it is not implementedstudies that the Commission carried out on the likely
eVect of a licensing scheme they actually extended yet, it is still draft legislation—is an attempt to do

something like that at the EU level. I think that kindthose categories that the licensing scheme will cover
to include plywood and veneer, which was not of measure adopted at the EU Member State level

would be a very important reinforcement for theenvisaged originally. So I simply think that was an
inaccurate comment. I accept that again the licensing scheme. It is not a panacea because it is still

quite diYcult to get evidence of the fact that thelicensing scheme will be more eVective if it covers all
categories of timber and timber products, including timber has been produced illegally; you need to have

good cooperation with the producing country andprocessed products, engineered wood and pulp and
paper, and again that is something that they need to you need to have evidence of the crime there, and

that is not easy by any means. But it is another kindbe prepared to move on to very rapidly. But, again,
it is the first step in the process. of reinforcement, a shoring-up of the licensing

scheme.

Q212 Mr Ainsworth: You are currently looking at
alternatives that the EU could adopt. Are there any Q214Mr Ainsworth: But you also need political will

within Europe.promising signs there?



3219491007 Page Type [O] 19-01-06 22:39:12 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 75

1 November 2005 Mr Duncan Brack, Ms Jade Saunders and Ms Emily Fripp

Mr Brack: You need the political will. I think it is Ms Saunders:On paper, yes, but it is very diYcult to
very helpful that Germany published its draft see the impact of that in investment decisions. Banks
legislation because it rather moved the debate on. I are not particularly transparent about the decisions
think the view amongst the EU Member State they make and they are certainly not transparent
Governments and the Commission has been, “We about the investments they decide against. I have
want to see the licensing scheme come into eVect first been reading recently that there have been a few big
and that is the top priority,” and I think they are oil palm flotations in Malaysia and in the general
right on that. And, “When we have that in place we business Press the only risk that is mentioned is the
will look at other options as well.” I think they could potential fluctuation in commodity prices. No one is
have been faster in looking at the other options but talking about the potential for that land to have been
they are due to look at the other options. cleared illegally; I have not seen anything like that in

themainstream.Obviously you get it in SRI, socially
responsible investment type publications, or if youQ215 Colin Challen: Turning to the role of
talk to those kinds of banks, but I have not seeninvestment finance, particularly as it supports the
anything mainstream suggesting it.destruction of forests and encourages unsustainable

timber production, what sort of investment are we
looking at, in both public and private senses, and Q220 Colin Challen: Is theWorld Bank or the Asian
what kind of figures might we be talking about? Development Bank doing anything at all to try to
Ms Saunders: I was told yesterday that you would moderate this problem, to try to pull back the
ask for figures and unfortunately it is the one thing enthusiasm of these analysts to pour their money
that I cannot really give you. As to the kinds of wherever they see a profit?
investments, there is a really broad scope and it goes Ms Saunders: It is quite diYcult to know, actually; I
from everything on the public side where there are do not think I can really honestly answer that with
export credits, development assistance, development any authority. They have safeguard policies but how
banks, and on the private side equity investments, well they are implemented is really highly political.
bond trading, project finance and corporate finance. It seems to me that there are a lot of legitimate NGO
They are all involved in diVerent ways and in kind of concerns and then there are lots of NGOs
diVerent sectors that are damaging or high risk at that just do not like the World Bank, so it is very
least. There is not a lot of international investment diYcult. TheWorld Bank comes out with incredibly
in actual forest management or logging because they positive glossy brochures about how great their
are not particularly capital-intensive sectors, but investments are and then it is really hard to make a
there is investment in, for example, the pulp and judgment unless you are on the ground.
paper sector. The extractives quite often are in Mr Brack: The impression I get within the World
forested areas so although they are not ostensibly Bank is that the country and the regional desks are
forestry investments they still have an impact. The far more important than the thematic desks, like the
infrastructure and investment in road building and people who work on forestry. The people who work
those kinds of things, and timber processing such as on forestry are completely switched on to this debate
ply, are all quite critical sectors that do get but would seem to have less influence than we would
international investment. probably like on the people who work with the

countries and the regions.
Q216 Colin Challen: I understand that in China the
pulp and paper mill sector is already over capacity

Q221 Colin Challen: The FLEGT Action Planmeasured against its legal sources of supply. Are we
includes a commitment to encourage due diligence instill seeing a lot of investment going into that sector?
these parts of the financial sector in forestryMs Saunders: If you talk to analysts now it is still
operations, but is any progress being made on thisbeing punted as an exciting sector in which to be
area as regards the Action Plan?investing.
Ms Saunders:Not in the Commission, no.This is it!3

The paper I wrote seems to be the only thing at the
Q217ColinChallen:Where are those analysts based? moment that is being done. TheAustrian Presidency
Ms Saunders: Europe and North America. is being encouraged to hold a meeting on export

credits because there is quite a lot of evidence to
suggest that export credits from Austria, Germany,Q218 Colin Challen: British banks?
Finland and Sweden go towards supporting theMs Saunders: I have spoken to one analyst in the
export of pulp and paper machinery around theUK and two in Dutch banks and they have been
world, so that is one area of impact. There aretalking about it quite positively. I have also seen
others.recommendations from Asian arms of European
Mr Brack: As we said before, you can criticise thebanks,Asian subsidiaries of European banks. Credit
Commission for allocating insuYcient resources toSuisse was the one I read recently.
implement theAction Plan and, as I said before, they
have chosen to concentrate on the licensing scheme,

Q219 Colin Challen: Have any of these analysts which is probably right and is probably the most
become more aware of things like corporate social
responsibility, those CSR issues that many 3 Jade Saunders, Improving Due Diligence in Forestry

Investments (Chatham House, June 2005)companies now seem more engaged with?
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important element of the Action Plan, but it does particularly unfair because it was targeted at China,
but they felt it was more at this half of Chinesemean that other elements of the Action Plan have

not had much attention paid to them. production that they could not implement. And the
guys we spoke to said, as Duncan said, that if one of
the UK buyers said to them, “Give us evidence,”

Q222 Colin Challen: On the issue that you they would ask that question on, but they were not
mentioned before between the country desks and the fully up to speed as to what it meant, what was going
thematic desks in the perhaps various international on. And maybe an approach with those businesses
organisations, the World Bank and perhaps the that want to maintain business and trading with
WTO too—I do not know if they have similar Europe would be more of a business to business
separations—I am wondering, since China joined approach, a bit more through the Tropical Forest
WTO three or four years ago—and I forget how long Trust or the WWF FTN framework where they are
ago it was exactly—have you any knowledge of how linking in with buyers in Europe and then acting as
the trade in illegal timber has developed, whether it a middleman and then being helped and assisted in,
has particularly gone up or down? And to what “What information do we need from our
extent the international organisations are really producers?” The Chinese are very good businessmen
taking an interest in that, or whether there are and if they feel that theymight lose amarket, or they
internal conflicts over the need to get China into a might gain a share of the market by having that little
full membership of the WTO, as opposed to its bit of evidence, then it might well be something they
environmental responsibilities. would look at. For some of these big producers they
Mr Brack: I was actually at a meeting in China last have set up factories in Central Africa and around
week that was put together partly at the request of the globe and that in itself causes many issues, but
the State Forestry Agency, and we had looking at it objectively from a supply chain process,
representatives from theMinistry of Commerce and if they already have a good link with a particular
the Ministry of Foreign AVairs there, and also some producer—and at the moment they are allowed in a
NGOs from China. Partly it was an awareness particular producing country to bypass the laws and
raising exercise about this whole issue, what is not necessarily pay all the taxes and ship it to
happening within the FLEG process, the Europe themselves—because they owned and managed two
and North Asia FLEG process, for which the of ends of supply, they own the supply and they
ministerial conference will be taking place in three could work with a buyer, then in theory they could
weeks’ time, in which of course China will be do something about it. So it might be that looking
participating. But they were very interested in what more at the individual cases as well might be a way
the EU is doing to control imports of illegal timber, that could speed up and share some lessons from the
and I think the impact of Wolseley Build Center Chinese point of view.
stopping imports of Chinese plywood in response to Mr Brack: I did not answer your question about the
the Greenpeace report certainly had an impact on WTO. One thing that the Chinese wanted to know
them, so they are becoming aware slowly of the was why this was not being discussed at theWTO. It
interest amongst importing countries in controlling is true to say that theWTOSecretariat has displayed
and knowing more about their imports and being very little interest in this.
concerned about trying to keep illegal timber out of
their markets. What I think they are not completely
aware of yet is the need to have better evidence from Q223 Chairman: What would need to happen in

order for the WTO Secretariat to take an interestthe countries of origin from where they are
importing. China has developed as an importer in it?
incredibly rapidly and is climbing very rapidly up the Mr Brack: Probably for a dispute case to arise, if
import tables—far more important than they were some WTO member alleged that another WTO
even five or six years ago from our point of view— member was unfairly constraining imports because
but they are still prone to say, “We are importing of concern about illegal timber. It is diYcult to see
from Papua New Guinea, okay, we asked the that happening actually and the licensing system
customs oYcials in Papua whether the material was should not lead to that because it is a mutual
okay and they said yes, it was,” and that is the end agreement amongst importing and exporting
of it. They have not really made the switch to say, countries. Japan has raised the issue once actually in
“We need extra proof because you cannot trust the the Committee on Trade and Environment in the
documentation from countries like Papua.” WTO and it led to not a very good discussion and a

very brief one. I would query whether there is muchMs Fripp: Just to add to that, the structure of the
Chinese industry as well, it is huge and there are point in raising it in that kind of general way. The

Committee on Trade and Environment, which isthousands of these smaller plywood producers and
loggers and they themselves were undercutting. probably the logical place it would come up, was set

up in 1995 along with the rest of the WTO and hasThere are three or four very big producers in China
and I recently met with some of them and they were yet to reach a conclusion on anything. TheWTOhas

bigger questions on its plate at the moment, forcomplaining about undercutting in the international
markets by their own producers because the example the possible failure of the Hong Kong

Ministerial inDecember, and they simply do not paythousands of the small guys getting it from Burma
and elsewhere and producing a mixture of plywood, much attention to these, what they see as fringe

issues. Also, I think you would have a discussion—some pure tropical, some combi-plywood, and the
anti-dumping regulation from the EU they felt though in a sense all discussion is useful—amongst
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trade negotiators, who are not necessarily Q225 Chairman: Finally, on that point do you think
there would be any mileage in our Committeeparticularly familiar with these issues and tend to see

everything in terms of impairments to trade and do inviting the regional desk, presumably for South-
East Asia, to give some evidence to us on this issue,not really understand the basic argument. So I

would query whether injecting it into the WTO given what you have both said?
Ms Saunders: The regional desk of theWorld Bank?Committee would be of much value.

Q224 Chairman: We will take one last quick point Q226 Chairman: Yes.
Ms Saunders: I think it would be really interesting. Ion that.

Ms Saunders: This might seem like a slight tangent think it would also be interesting to perhaps get
some of the relevant sectoral representatives. So ifbut it seemed to me that in your question originally

there was an element of saying, on the political you had, for example, the Asia regional people and
somebody from the agribusiness sector andtrade-oV between China into these international

institutions and influencing them, where does the somebody from the extractives. I do not know if you
know about the Extractive Industries Review, it wasbalance lie? I have to say that everything I have read

about the World Bank and the Asian Development a review within the World Bank—and I have seen a
leaked version of the first report—and it actuallyBank suggests that the balance lies on bringing them

in. Arguably safeguard policies have been changed came to some substantial recommendations, and its
analysis was quite critical of the impacts ofin the last couple of years, so once they bed in and

get implemented youmight havemore of a sense that extractives investments by the World Bank. A
similar process on forestry and related sectors wouldthere is more leverage, but I have not seen any

evidence. The World Bank’s remit is growth, they be a really powerful tool, I think, if you could get
them to talk together. They might even talk to eachneed to get people repaying loans, that is where their

basic capital comes from. In terms of leverage it is other over a coVee!
Chairman:We will have to leave it there. Thank youquite diYcult to see how much leverage they have. I

do not know how much they have but how much very much indeed to all three of you for coming
along this afternoon.they exercise does not seem to be particularly strong.

Supplementary memorandum from Mr Duncan Brack, Royal Institute of International AVairs
(Chatham House)

Following my forest investment-related evidence to the EAC, I am keen to clarify my statement that I am
unable to give reliable data illustrating the scale of diVerent types of UK or EU investment in sectors in
timber producing countries at high risk of forest illegality.

By definition, reliable data relating to illegal acts is scarce. What is available has rarely been tried in a
court; so it is often contested and at best relates to “alleged illegality”.

Public sector investment data is reasonably easy to access, apart from support provided via export credit
companies. Improving scrutiny and accountability for investment decisions in export credit provision across
the EU would be a positive step in increasing knowledge of international investment patterns in the region.

Themost easily accessible data giving a global picture of private investment flows is that onForeignDirect
Investment (FDI). This is collected and collated through various mechanisms by UNCTAD, the IMF, the
WTO, and the OECD among others; and is generally based on the reports of central banks. Unfortunately
this information is considered by most analysts to be unreliable and incomplete, and, more importantly,
what is available is seldom consistent or disaggregated enough to illustrate sectoral trends. For example,
forestry is variously combined with agriculture, natural resources and fishing.

In addition to the weaknesses of FDI data, it should also be noted that there is a wide range of transactions
that are not captured by it, particularly loans and other forms of debt, including bonds and project finance.
Forestry investments, particularly outside the pulp and paper sector, are also often too small to register
against sectors such as oil and gas or in mechanisms such as the Equator Principles. And finally detailed
information is often compromised by the complexity of the corporate structures in the forestry sector,
particularly in Asia.

Specific detailed information can be gathered from case studies undertaken byNGOs; however these case
studies can only indicate some kinds of investment decisions and patterns and are, naturally, chosen by the
researching NGOs on the basis of their strength as campaigning tools.

The private sector lending community tends to rely on twomain information sources, Dealogic (UK) and
Thomson (Canada). However, in addition to being hugely expensive to subscribe to, these databases have
a bias towards European and North American companies and can only list an individual company in one
sector, which often results in forestry holdings that are part of multisectoral conglomerates, being lost.

An independent, authoritative and relatively current “map” of forestry investments would be of great
value to NGOs, government agencies and organisations like ChathamHouse, both in focusing political will
on potential improvements in financial decision-making and in better understanding the impacts and thus



3219491008 Page Type [E] 19-01-06 22:39:12 Pag Table: COENEW PPSysB Unit: PAG1

Ev 78 Environmental Audit Committee: Evidence

responsibilities of the UK and EU’s investment sectors. Such a map would ideally combine information
from a range of sources including the international financial media, company reports and filings, company
registries, stock exchange information and publicly available analysts reports, and focus, at least initially, on
the largest 50 operators in producer countries with forest governance problems, particularly in Asia, Central
Africa and South America.

November 2005

Memorandum from Programme for Endorsement of Forest Certification schemes (PEFC)

Introduction

PEFC (Programme for the Endorsement of Forest Certification schemes) is an independent, non-profit,
non-governmental organisation, which promotes the sustainable management of the world’s forests
through independent, third party certification. Sustainably managed forests are those whose management
implements performance standards based on internationally agreed environmental, social and economic
requirements that form the cornerstones of sustainability. Since its inception in 1999, PEFC has become
the world’s largest forest management programme umbrella organisation for national forest certification
schemes; providing an open and transparent assessment and endorsement scheme for national forest
certification schemes with the same high level of standards and credibility. Currently millions of tonnes of
wood are being delivered to the processing industry and then on to the market place from over 123 million
hectares of certified forests.

PEFC greatly welcomes the opportunity provided by the sub-committee of the Environmental Audit
Committee to submit evidence to their Inquiry on Sustainable Timber. Momentum to promote the use of
sustainably produced products is growing around the world. Overall, wood products have a better
environmental record than competitor materials such as concrete and steel in sustainable construction. A
uniquely renewable material, wood has the lowest energy consumption and the lowest level of carbon
dioxide emissions than most widely used building materials.

PEFC would like to make the following comments to the specific questions raised by the sub-committee.

1. How useful has the work of the CPET proved? How should its role develop to ensure further progress on the
issue of sustainable timber procurement?

PEFC believes that the work of CPET has helped to raise awareness of certified wood-based products.
PEFC welcomes any initiative that assures that the legality and sustainability of forest management and its
resultant products.

CPET has sought to involve interested stakeholders in the government’s decision-making process.
However, the process could benefit from:

— Broadening the range of representation of stakeholders in CPET to reflect the wider range of
interests in sustainable forest management including its down stream entities such as processing
industries.

— Broadening the scope to cover all wood-based products including paper and board based
products.

— A standardised and published set of procedures, covering all aspect of CPET’s work, including
complaints procedures, to ensure that the assessed schemes as well as any other interested parties,
understand their roles, responsibilities and their opportunities to participate.

PEFC recognises that there is an ongoing need to achieve continuous improvement in the measurement
andmonitoring of sustainable timber procurement. However, PEFCalso believes thatmarket will need time
to absorb change and that the CPET process should not attempt to continually change existing definitions.
Rather, they should work in consultation with all involved parties to agree new judgement criteria and
should then give all the interested stakeholders in the supply chain suYcient time to adapt to new criteria
and to implement necessary change and enable experience of its application to be obtained. Ideally, such
reviews should be periodic such as every five years for example, as is common practice with all standards
setting processes rather than on an ad hoc basis. This would provide structure and additional confidence in
CPET’s work.

In addition, as a leader in public procurement for wood based products, the Government should engage
with other EU governments to work towards harmonisation of public procurement policies to ensure no
artificial trade barriers are created in the largely international wood flows.

An enormous amount of progress has been made in recent years in improving the quality of forest
management systems, but CPET should not ignore the very considerable investment in terms of time,
resources andmoney to achieve change and should recognise the eVorts being made by credible certification
schemes, such as PEFC, to substantially increase the supply of credibly certified timber products. In
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addition, CPET should recognise the need for its suppliers to adapt to new contract conditions including
bedding-in time to allow the transmission of changed requirements to their suppliers to supply them with
legal and sustainable timber.

2. How reliable are the certification schemes for timber endorsed by CPET? Are there concerns regarding
either the legality or sustainability of any of them?

PEFC considers that the CPET process was very rigorous. PEFC believes that there should be no
concerns regarding either the legality or sustainability of any of the schemes endorsed by the CPET.

Since it is necessarily the case that diVerent certification schemes will involve diVerent implementation
processes, albeit sharing the same basic objectives and criteria, no two schemes will appear to be identical.
It should also be noted however, that schemes adherence to international (ISO) standards and international
agreements on sustainable forest management create a suYcient basis for comparing the compatibility of
those schemes. The diVerences found in such schemes should rather be celebrated, as they are best adapted
to local conditions and needs.

We believe that the CPET process has been rigorous in establishing clearly defined criteria and in
measuring diVerent schemes against them.

3. Is there suYcient data to determine where and how timber purchased by Government is sourced?

PEFC does not believe that there is currently suYcient data available and would welcome more
information being made available from procurement bodies. However, it notes that HMG has recently
appointed ProForest to run a timber procurement advisory service—the Central Point of Expertise on
Timber (CPET) helpline. The portfolio of services proposed (trainingworkshops, guidance and case studies)
should assist those procuring timber products on behalf of HMG to purchase and supply legal and
sustainable timber.

It is important that a competitive free market is allowed to operate to ensure that there is fair competition
between endorsed certification schemes. It is therefore of vital importance that Government purchasing
procedures are transparent and open to scrutiny.

In this context, PEFC would welcome the opportunity to work with CPET and with the recently
announced Defra hotline, to be run by ProForest, in creating greater transparency in this area.

PEFC believes that it is vital that procurers are given as much information as possible regarding the
availability of credibly certified supply systems.
Finally there is a need by government to be aware of the availability of the types of timber it requires, when
developing its criteria. Therefore, the government together with industry groups should closely monitor the
availability of certified products on the market.

4. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental eVects on forests and biodiversity in developing countries? What other approaches
should be used?

PEFC firmly believes that the processes adopted by credible certification schemes take into account the
impacts on forests and biodiversity in developing countries. In this context, PEFC, in common with other
credible certification schemes, recognises that therewill need to be flexibility inmatching certification criteria
to individual needs of diVerent forest environments, including those in developing countries.

It is important that whilst overall criteria and objectives must remain the same, this should not mean a
“one size fits all” approach to implementation. PEFC believes that this is taken into account in the policies
of both Defra and the CPET and that there are adequate assurances in the ongoing review process to ensure
successful implementation of the CPET endorsement.

As in any other sector the third party accredited certification includes suYcient safeguards to ensure the
credibility of and customers’ confidence in its results.

It should be noted that whereas certification schemes can provide assurances of management on the
ground anywhere in the world, they are no substitute or replacement for sovereign governments’
responsibilities to ensure good forest governance; national legislative frameworks for law enforcement;
reduction of corruption and combating poverty and other social issues in developing countries. All of which
can have a significant impact on the usage of forest resources. The UKGovernment decision on sustainable
procurement should complement all its other eVorts in promoting good governance in developing countries.
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5. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have a significant
impact?

PEFC believes that the FLEGT process provides a possible basis for the achievement of a common
approach to forest law enforcement, governance and trade.

PEFC recognises that diVerent interested parties may have individual views about the relative stringency
of individual components of the FLEGT process, and is concerned that the FLEGT process does not have
suYcient consensus to be able to guarantee any real impact.

PEFC believes that forest certification will play a role in the FLEGT process as one of the already
established and functional mechanisms to ensure the FLEGT objectives.

6. Should the social impacts of forestry be taken into account within certification schemes? Would it be legal
to do so?

PEFC firmly endorses the SFM approach as defined by the UN Conference in Rio and the following
intergovernmental process, which are based on the three pillars of Social, Environmental and Financial
Sustainability, with equal weight being given to each element. In other words social criteria are already
equitably catered for within the forest certification of SFM and CPET should be aware that the balance
between the three elements achieved by the multistakeholder dialogue within the intergovernmental
processes could be undermined if the holistic approach were replaced by additional or undue focus on one
of the pillars.

Thus, PEFC maintains that social aspects are already a vital part of any credible forest certification
process.

However, any analyses of social impacts must necessarily take into account the prevailing legal regimes
in individual countries and the need for certification systems to recognise the sometimes inconsistent
conclusions of the democratic process.

7. Does the inclusion of forestry projects in the clean development mechanism within the Kyoto protocol have
any implication for certification schemes?

PEFC believes that the existing global certification schemes have suYcient impetus and delivery
mechanisms to achieve significant expansion of global SFM. The inclusion of clean development
mechanisms with forest certification should therefore be further developed and pursued.

As the PEFC is using international (ISO) standards for the conformity assessment, which ensures
compatibility with any other certifications across all industry sectors, the results of PEFC certification could
be used as one of tools within the clean development mechanism.

September 2005

Witnesses: Mr Mike Clark, Chairman PEFC UK Limited, Mr Martin Gale, Board Member, PEFC UK
Limited, andMr Ben Gunneberg, Secretary General, PEFC Council International, examined.

Q227 Chairman:Mr Clark, Mr Gunneberg and Mr Corporation, another international paper based
group. Martin, I think you would like to commentGale, welcome. I am pleased that you were able to
on the question.sit in for the earlier session that we have already

had. I just want to ask you from the very outset if Mr Gale: Yes, thank you very much, Chairman.
Just before going into the very brief history ofyou could just tell us a little bit about your work,
PEFC I would like to set that history against thehow you came together as an organisation and to
context of world fibre trade. If you take the totalsummarise for us how you function?
amount of trees that are harvested in the worldMr Clark: I am Mike Clark. Martin is ready to do
annually 50% of them are cut for fuel wood andthat, but I thought if I just say who we are so that
clearance purposes, which includes the destructionyou have some feel for the sort of answers you are
of tropical forests for agro-crops such as Soya andgoing to get from us.
also palm oil, which is an increasing problem of
great concern to everybody—industry and the

Q228 Chairman: By all means. NGOs. That is, 50% of the trees felled today will
Mr Clark: Martin Gale is a UK Forestry never be certified. Of the other 50%, that is fibre,
Commissioner and is also Vice President for trees going to an industrial end use—someone is
International Forestry, UPM-Kymmene making a conscious eVort to fell the tree because it
Corporation. Ben Gunneberg is the Secretary is being purchased in order to turn it into a
General of the PEFC Council, based in product—currently 20% of that, so 10% of all trees
Luxembourg. I, Mike Clark, am the Vice President felled, are covered by one certification scheme or

another. So I think it is important, when we startin the consumer packaging division of M-real
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considering the legal timber and sustainable forest which determine the diVerent types of forest
ownership, management and so on. It delivers amanagement that we look at what is at the moment

a very poor performance by all concerned in terms consistent approach to saying that these forests are
sustainably managed and meet the same rigorousof pushing forward credible, certified timber. PEFC

came about in 1999 and came about primarily as requirements and/or delivers those rigorous
requirements.an initiative driven by the small forest owner. The

dynamics of forest ownership throughout the world
vary; for example in this country 50% of UK Q231 Chairman: But I am not quite clear what you
forests are owned by the government and 50% are do that is diVerent from what FSC does, or what
owned by private owners. That is not a similar FSC does that you do not do?
pattern throughout the world. There are currently Mr Clark: I think Martin made the point earlier,
some 15 million forest owners within the European we see ourselves as complementary schemes. We
sphere who own less than five hectares each, and it come at it from diVerent directions. PEFC is
is a flow of income for them at some point during essentially a mutual recognition type of
the cycle of growing trees. They felt, in 1999, that organisation; in other words, we assess diVerent
their particular interests were not well represented national schemes against the 200 and however
within this growing demand for credible certified many criteria that we have, and we ensure that
products, and through a number of measures those schemes all meet those objectives. But they
PEFC was born and very much focused on what is are independent, national and separate schemes
pertinent and relevant to the national requirements and we are providing a system of mutual
of the various countries that were interested. So recognition for them. FSC diVers from us in that
PEFC is an umbrella scheme which takes into sense in that it has a single scheme, set of criteria,
account the independent national forest and judges everything against that one set, whereas
certification schemes and brings them under this we are looking at separate national schemes.
umbrella process. So it addresses the interests of the
small forest owner and is very much in focus on the

Q232 Chairman: Mr Gale?aVordable cost of certification for these particular
Mr Gale: I would just like to illustrate that withtypes of forest owners. It is very easy for large
two practical illustrations. The company that Icorporations or large state owned forests to deliver
work for operates globally. We have forests inforest certification at a stroke of a pen; it is very
Scandinavia and we have plantations in the UKmuch more diYcult for the small forest owner, and
and increasingly in Uruguay. We choose as amany companies have now organised—and the
company PEFC in Scandinavia and FSC where wecompany that I work for primarily—group
are creating plantations. The reason we make thatcertification schemes that allow the small forest
choice is because where you have a significantowners to be involved in the certification process.
change of land use, i.e. you are going fromSo I think it has been created as a result of those
agriculture to industrial plantation, then FSC’sparticular drivers.
social aspects are much more pertinent in those
national circumstances because we are very much

Q229 Chairman: It is interesting because I read an interested and want to take account of the social
article that was in ENDS which said that your points of view, the social impacts in a major land
organisation had come about because of the high use change. Where you have the history of forestry
profile that NGOs had, but you are saying that it that has been in place for centuries and has been
was not anything to do with that, it was really the managed actively for centuries within a community
way small owners wanted to come together? environment, those social aspects are not as
Mr Gale: It is the creation of a complementary important as some of the more technical aspects.
certification scheme that delivers choice into a So it is back to this choice, that PEFC is a preferred
market place. scheme where certain national circumstances

dictate it and FSC is a preferred scheme for
similar reasons.Q230 Chairman: So what does your label actually

guarantee to customers?
Mr Gunneberg: The PEFC scheme is based on the Q233 Chairman: Basically what you are saying is

that there are not the same minimal standardsinter-governmental processes which define
sustainable forest management, a collection of across countries because you can pick and choose

whether or not you take into account the socialnational laws and multi-stakeholder input into the
definition of what a sustainable forest management aspect in respect of the sustainable definition?

Mr Gale: There is a basic common denominator ofstandard is. Therefore, when you have all those
particular elements brought together you are then standards. The FSC process does allow us, for

example, in Uruguay where we are convertingassessed against an international set of criteria, and
the PEFC Council, for example, has 244 250,000 hectares of ex-grazing land to eucalyptus

plantation, as we speak, and we are halfwayrequirements which each certification scheme must
meet. So the label provides an assurance of a through that process. What we have done so far has

been certified under FSC; we have just beenconsistent approach towards certification, bearing
in mind the diversity of the diVerent types of forest, reassessed and commended through the FSC

process, and we will plant the rest of that 250,000the diversity of the political, geographical,
biological, geological and all the other aspects under FSC because the pertinent criteria are
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relevant to a major land use change. If you do not that you have been monitoring is not up to
have a major land use change you do not need to standard, and do you have a complaints procedure
be asking the questions that are contained within that you have instigated?
some of those social criteria. Mr Gunneberg: Yes, the monitoring, which I have

explained to you, is at international level but of
course there is a monitoring at a whole range ofQ234 Chairman: So is there a common
levels, right down to the local level which is donedenominator that goes across all the diVerent
by the certification bodies. When we talk about theplaces where you operate and, if so, what is it?
complaint procedures, the complaint procedure isMr Gale: Yes. I think the proof of that is
made available by all who make decisions in thethat within the United Kingdom’s national
whole process. So, for example, the standardforest certification standard—United Kingdom
setting body nationally, which includes all theWoodland Assurance Scheme (UKWAS) where
stakeholders, has to have a written complaintsboth FSC and PEFC have endorsed the UK
procedure; the certification bodies have theirstandard. So there must be basic sets of criteria
complaints procedures; and the accreditation bodywith which both organisations are happy, and
must also have a complaints procedure. So thereindeed UKWAS is a benchmark national standard
are three levels of complaints procedures which arefor planet earth.
formal. Then of course there are the informal ones
which go through the consultation. All of those are

Q235 Chairman: Can I move on and ask how it guided by the ISO Guides on this particular area
actually works because in the earlier evidence that to ensure that we follow the same approach as any
we heard our attention was drawn to the other standardisation process used for any other
eVectiveness of monitoring that took place. Do you sector.
just take as read what appears on the paper in front
of you? I can see you expressing surprise at that,

Q238 Mr Ainsworth: Would you like to commentso how do you actually monitor that what you were
on the example that we heard about earlier fromtold actually works?

Mr Gunneberg: There are several levels. First of all Austria—clipboard and a tick box?
there is standard setting, then there is certification Mr Clark: You ring up and you tick a box and you
which actually takes place to a standard, and then are certified apparently or something like that?
there is somebody to monitor that the certification Mr Gunneberg: It is not how I recognise it. Every
bodies are competent to do their work, and that is forest owner who wishes to be audited in Austria
done by an independent national government- commits themselves to the certification standard.
approved accreditation body. When we talk about Austria has a regional certification approach.
the monitoring, if I have understood the question Regional is a form of group certification but it is
correctly, the monitoring process of PEFC works undertaken within geographical boundaries, to
in that we have 244 requirements for certification make it possible for more forest owners to become
schemes which they must meet. involved in the forest certification of the forests

with which they are involved. Very often if you
have five hectares there is only a certain amountQ236 Chairman: How do you know that they do
that you can do. If you are, for example, in an areameet that standard?
of conservation value significance then of courseMr Gunneberg: We have a very rigorous process
that area needs to be protected and in some areaswhere we use external consultants who undertake
you will be in an area where there will be morean assessment of the certification schemes. It
focus on productive aspects. So from a regionalusually takes nine months and in the longest case
approach you have to meet all elements ofit was one and a half years. It consists of a process
achieving the balance of social, economic andwhere an independent consultant assesses the
environmental.scheme, undertakes a global public consultation on

the scheme, takes into consideration all the
comments that are received, writes a report on all Q239 Mr Ainsworth: Are you basically saying thatof the 244 requirements, gives their opinion on

the evidence we heard earlier this afternoon wasthose 244 requirements and that report is then
untrue, that it did not happen?given to PEFC members, which are all the schemes
Mr Gunneberg: I think the evidence that wasand their national multi-stakeholders. They make
provided this afternoon was incomplete; I thinkan informed choice whether the schemes meet the
there may be a mistaken perception on how thisrequirements or not, and that full report—
particular issue works, with which I would beeverything—is then made publicly available on the
happy to provide you with further information asPEFC website. So both the full certification
to how it actually does happen.standard and the full independent audit of a
Chairman: If you wanted to provide that we wouldnational certification scheme are available on the
be very happy to receive it. Mr Challen.website.

Q240 Colin Challen: Mr Gale, earlier on you saidQ237 Chairman: In respect of those reports, have
that the PEFC is the creation of a complementaryyou had any examples or any instances where you

have felt that the monitoring means for the people scheme which introduces choice into the market
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place. Can I ask you who was asking for that Q245 Colin Challen: So you are saying that your
scheme is of the same standards as the FSCchoice? Where does the demand come from for yet
scheme?another scheme?
Mr Gale: No. I am saying that. There are minimumMr Gale: That is very interesting. The demand
standards which both schemes achieve but undercomes from a number of areas; the demand comes
diVerent national requirements certain standardsfrom the people that actually purchase the
are more relevant than others, or certain criteriaproducts. So if we take paper as an example many
within a standard are more relevant than others.of the publishing and printing houses have asked
Mr Clark: I think what we are saying is that if youfor more than one certification scheme to choose
were, as CPET has done, to attempt to make anfrom.
assessment of what meets an acceptable judgment
in sustainable forest management, then there are a

Q241 Colin Challen: What do you think has led number of schemes which will have diVerent
them to that request? approaches but the end product, in terms of giving
Mr Gale: The commercial world does not like a you, the buyer, justification of buying a sustainable
monopoly. If you would like to draw a parallel, we product, will be equal.
would all not like to be told that we have to buy
one particular brand of motorcar, we like a choice.

Q246 Colin Challen: It has been put to us that you
endorsed the Finnish scheme, the FFCS, which in

Q242 Colin Challen: That is not what it is saying, that case they actively endorse, it is alleged, and
though, is it? We would not set up an alternative actually harvesting old growth forests whose
British Standards Institute, would we? Or is that ownership is disputed by the Saami indigenous
what you are advocating? people. Would you comment on that allegation?

Mr Gale: The Saami issue is important and I thinkMr Gale: I am not advocating that at all. If there
we were expecting a question along those lines. Iis demand for a second British Institute then no
think it is important to put it in context. Firstly,doubt the market would provide it.
the ownership of the disputed forest is currently
claimed by the sovereign government of Finland.

Q243 Colin Challen: They would not go out and set That case, as we heard earlier, has been put to the
up an institute if they liked the certification that the European Court of Human Rights and they have
original one perhaps came out with. elected that there is no case to answer, and it is a
Mr Gale: I think, with respect, the customers are a Finnish issue that needs to be dealt with in Finland.
very powerful organisation and they would not PEFC is working within the legal system of the
wish to demand anything that was not in their Finnish state and the Finnish state at the moment
interests. So clearly they have decided that they says, “These are our lands and our trees and we are
require choice in certification. The forest product happy that PEFC is certifying what is going on.”
industry has decided that it needs choice, and as I So I think it is not correct to put the emphasis at
described the two complementary international the feet of PEFC in terms of what is continuing
schemes, PEFC and FSC there is a clear need for to happen. PEFC is working within the legal
a choice because FSC is not as relevant in some statement of the government of Finland. I think it
circumstances as it is in others, and so a choice is is also worth reflecting that the forest area, which
needed. The key diVerence here—and I go back to the government owns within the disputed area,
it—is that PEFC is an umbrella organisation which 70% of that forest is under full protection, so there

is no harvesting going on. Of the other 30% of thepicks up on the national interests and the relevance
forest in that area some is actually owned by theof what is going on in diVerent countries. FSC
Saami people themselves and they are continuingtakes a global view and has a single blueprint for
to harvest. So it is not just a government harvestevery circumstance that you face on planet earth.
issue. I would also bring to your attention thatThe choice is required because some forest
the Saami people are only one community withinproducts companies, some customers require
that part of Lapland and that there are othersomething more tailor-made for a particular set of
communities who do not have reindeer herding asgeographical circumstances or national interests
a form of income. They have forestry work as athan simply a global blueprint.
form of income, and they are indigenous people to
that part of Finland, and so why do their rights

Q244 Colin Challen: Is it really not the case that diVer from the rights of the reindeer herders of that
there is not enough FSC certified timber around in part of the world? So it is a very tricky issue and
the world because it does not all come up to that certainly not one that should be put at the feet of
standard, and therefore we have to have lower PEFC in terms of failure to solve the issue. I might
standards of certification to provide some kind of also draw to your attention that 100,000 cubic
gloss to the supply market? metres a year are felled within that part of Finland
Mr Gale: I challenge the definition of the higher against 50 million cubic metres a year felled in
standards. I would suggest that Scandinavia Finland in total. So it is a very small issue and
contains some of the world’s finest managed forests when looking at the certification of the forest area
but it does not happen currently to choose to have in Finland, one has to place in balance the

appropriateness of a particular single issue relatingthose forests certified by FSC.
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to social aspects. I would also add that of the interested associations or bodies, or whatever. Nine
of those are extraordinary members. So we have 315.7 million inhabitants in Finland, 5.699 million are

very happy with the way in which Finland manages total members, 21 certified or endorsed, and nine
extraordinary members.its forests and have enjoyed the free right to roam,

the free access to fruit and fungi for many, many
centuries. So that is another reason why the social Q250 Mr Ainsworth: Were you disappointed by
aspects in a country like Finland are not as high on CPET’s original decision not to endorse your
the list as the technical management of that forest accreditation system for sustainable timber?
resource. Mr Clark: I think we would be very silly if we did
Mr Clark: I think it is also fair to say that that not say we were disappointed.
particular area of Finland, the Northern Finland
Lapland has a very fragile economic sustainability

Q251 Mr Ainsworth: What did you have to do toand great attention has to be paid in maintaining
get them to change their mind?economic sustainability in that area, and I think
Mr Gale: To get PEFC to change its mind?there is general agreement amongst a large number

of people that that is best done by maintaining the
present balance. Q252 Mr Ainsworth: Yes.

Mr Gale: Boot leather to trouser seat for about a
Q247 Mr Ainsworth: You would probably accept fortnight and some very quick action after that. I
that your credibility has taken a knock through think that CPET was a great success, is a great
your support and endorsement of this particular success because it is the closest thing we have to
activity? mutual acceptance anywhere around, and nicely
Mr Clark:We would regret that because, as I think complements the mutual acceptance that both FSC
Martin has tried to explain, it is very diYcult to lay and PEFC find in the UK national standard. There
that at the feet of the PEFC. We would agree—and is a very good parallel there. In terms of the nitty-
as somebody who works for a Finnish company I gritty of boot leather to trouser seat, I am not sure
would particularly agree, that Finnish companies whether it was your trouser seat or your boot,
have taken quite a knock in credibility, for reasons actually? (To Mr Gunneberg)
we find very diYcult to understand, but we Mr Gunneberg: Yes. The PEFC Council has taken
understand this to be the case. steps to change the rules and we did that in our

Extraordinary General Assembly vote in April to
ensure that we meet the criteria, and they were theQ248 Mr Ainsworth: The problem is, when you
certification criteria of making a public summaryhave accreditation systems that begin to lose
available, and also having the public consultationcredibility they begin to lose their point, do they
during the certification. That has now taken placenot?
and we are in the process of assessing our schemesMr Clark: This is an item of government legislation
and will be submitting a report to CPET in the nearand national sovereignty; it is not something where
future on how the various schemes have performed.we can go in and tell the Finnish government what

decision they have to make.
Q253 Mr Ainsworth: You have accepted the
criticisms that you faced and adapted accordingly?Q249 Mr Ainsworth: I appreciate that. I noticed

that you list the Malayan Timber Certification Mr Clark: It would be very diYcult for us to take
the position that we approved of CPET and thenCouncil as a member, the PAFC Gabon and

Russia’s National Voluntary Forest Certification did not agree with their decisions. We think it is a
good process.Council as well, but apparently you do not endorse

them, they are just members. How does that work? Mr Gunneberg: Also I would like to add to that, of
course it is not just a simple case of us changingMr Clark: We had a discussion about this not so

long ago because I did not quite understand the the rules. First of all we had to persuade the
31 national independent schemes that the rulesprinciples either. You can join PEFC as a member.

It is perhaps a bit like joining as an associate should be changed in diVerent countries and we
had to persuade not just the 31 schemes but theymember a trade association or a professional

body—chartered surveyors, or whatever it is—but had to go and persuade all their stakeholders,
social, environmental and economic stakeholders,you are not allowed to go and practise or to use

your oYcial title, your oYcial letters until you have that the rules should be changed. Only after that
could we get an Extraordinary General Assemblypassed an exam. So what we have in PEFC are

31 members who have joined up because they have vote. So there was a lot of hard work undertaken
to make the changes, and then of course again aa common commitment to the idea of the concepts

of sustainable forest management. Of those 31, lot of hard work taking place in every one of the
countries to ensure that that now is in place. Then21 members have been endorsed and are able to use

the PEFC label; the other ten are going through of course we have to undertake our internal audits
to ensure that we meet full compliance as well.the examination process. We also have nine

extraordinary members—it always sounds a rather Mr Gale: Just to add to that, allowing delivery and
consolidation of those changes in a world ofstrange expression to me—and they are mainly

forestry bodies and related groups in Europe who continuing improvement, we would also like to
anticipate enhancement as time moves on. So it isdo not actually have a product, but they are
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not, “Phew! We have got under the post just in that we need to accommodate this as we go along,
and we cannot just have change every six months,time,” but we see in the world that we work in that

continuous improvement is an important aspect. change every year; we need to have a clear
programme where we set out what our objectivesMr Clark: We were very interested to hear

the comments from Chatham House about are going to be, what CPET’s objectives are going
to be, to give everyone time to get there in a logicalharmonisation, if I can put it that way, and

certainly we had some initial concerns about the process. Because if we fragment it and break it up
I think it would be a shame, and also I think thatCPET process, not in terms of the criteria setting

but in terms of whether this was going to be yet we very much look upon, hopefully, the CPET
process as being an inclusive process to try to bringanother sort of scheme within Europe. Therefore,

we are very interested; we could actually see CPET more people in to increase the amount, or to get
up from that ten per cent of the total roundwoodas being a potential harmonisation model and

would have no problems if the British Government forests that are certified to very much higher
figures.were to push for this. So we do see the CPET

process as being beneficial. However, we would say Chairman: On that point we have had a very
interesting discussion and session and I would likethat whilst we totally sign up to continuous

improvement—and we realise that continuous to thank each of you for taking the trouble to come
along and give evidence. Thank you very muchimprovement is good in itself but also if

circumstances changed—we do need to recognise indeed.

Supplementary memorandum from PEFC

PEFC COUNCIL INFORMATION FOR THE PROTOCOL OF THE EAC SUB-COMMITTEE
ON SUSTAINABLE TIMBER HEARING ON 1 NOVEMBER 2005

MINUTES OF EVIDENCE OF THE EAC SUB-COMMITTEE HEARING (HC 607-ii) AND
EMAIL OF THE SECRETARY TO THE CLERK EAC DATED 10 NOVEMBER 2005

We would like to thank you very much for giving us the opportunity to present on PEFC certification
during the EAC Sub-Committee hearing on 1 November 2005 in London.

We also very much appreciate the EAC’s invitation to provide additional background information
on the procedures and requirements of the PEFC certification system and hereby present the following
information:

(A) Comments on statements of other stakeholders in the minutes of the EAC Sub-Committee hearing

International PEFC safeguard mechanisms for PEFC endorsement and quality assurance

EAC minutes: The answers to question Q167 and Q177 of the hearing give the impression that PEFC
is not consistently applied across countries.

PEFC’s reply: PEFC Council has put in place an open, transparent and independent endorsement
process for national forest certification systems, which is unmatched by any other forest certification
system globally. It ensures that an equally high and stringent quality and performance level is applied
to all PEFC endorsed certification systems globally.

Before PEFC endorsement, independent external consultants check all national forest certification
systems against 244 rigorous requirements. The details of this process are laid down in Annex 7
Endorsement and Mutual Recognition of National Schemes and their Revision of the PEFC Council
Documentation (Attachment 1) and in the PEFC Guideline GL 2/2005 PEFC Council Minimum
Requirements Checklist (Attachment 2), which together with all PEFC documentation are publicly
available at the PEFC Council website www.pefc.org.

PEFC is the only international certification system that requires certification to take place, only after
a national, open and transparent standard setting process has been undertaken in the country, in which
all interested stakeholder groups have had the opportunity to participate. The existence of such multi-
stakeholder participation is verified by the external consultants as part of the several months-long PEFC
endorsement process.

The full reports, on which the PEFC Council bases its decision on whether or not to endorse a national
forest certification system, are published at the PEFC website together with all the applicant system’s
requirements.
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Interim standards certification as applied by other international schemes—where locally limited
standards are developed by the certifier for this event on an ad-hoc basis and consultations are done
during a relatively short time span with selected local stakeholders—are not permitted or recognised
by PEFC.

Body

Scheme representative/
PEFC member

PEFCC Board of Directors

Independent consultant

PEFCC Panel of Experts

PEFCC Board of Directors

PEFCC General Assembly

Application for the scheme
endorsement

Appointment of
independent consultant

Scheme assessment

Evaluation of the
assessment report

Recommendation on the
scheme approval

Decision on the scheme
endorsement

All interested partiesand
general public are invited
to participate in the
scheme assessment and
their comments can be
sent to the independent
consultant

Action Public participation

PEFC Council Endorsement Process

Indigenous people and social issues in PEFC certification

EAC minutes: The answer to question Q180 claims that PEFC lacks the recognition of indigenous
peoples’ rights.

PEFC’s reply: PEFC has a wide range of requirements making social issues and indigenous peoples’
rights mandatory for PEFC endorsed certification systems. A background summary of indigenous
peoples’ issues is given in the PEFC position paper “Tribal and Indigenous people, local people, local
communities, forest dependant communities and the PEFC Council” (see Attachment 3).

Details are covered by the Pan European Operational Level Guidelines—PEOLG (Attachment 4), which
national forest certification systems have to comply with for PEFC endorsement. In countries that are
covered by the ATO/ITTO (African Timber Organization/International Tropical Timber Organization)
process, the ATO/ITTO principles and criteria for indigenous people apply (Attachment 5). Excerpts of
relevant criteria on indigenous people of the PEOLG and ATO/ITTO Principles &Criteria (without sub-
criteria) are as follows:

Pan European Operational Level Guidelines (PEOLG)

Criterion 6: Maintenance of other socio-economic functions and conditions

6.1 Guidelines for Forest Management Planning

b. Property rights and land tenure arrangements should be clearly defined, documented and
established for the relevant forest area. Likewise, legal, customary and traditional rights related
to the forest land should be clarified, recognised and respected.

d. Sites with recognised specific historical, cultural or spiritual significance should be protected or
managed in a way that takes due regard of the significance of the site.

6.2 Guidelines for Forest Management Practices

a. Forest management practices should make the best use of local forest related experience and
knowledge, such as of local communities, forest owners, NGOs and local people.

c. Forest management operations should take into account all socio-economic functions, especially
the recreational function and aesthetic values of forests by maintaining for example varied forest
structures, and by encouraging attractive trees, groves and other features such as colours, flowers
and fruits. This should be done, however, in a way and to an extent that does not lead to serious
negative eVects on forest resources, and forest land.
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African Timber Organization (ATO)/International Tropical Timber Organization (ITTO)

Criterion 4.1 The rights and responsibilities of workers in the Forest Management Unit and local
populations are clearly defined, acknowledged and respected.

— The legal and customary rights of local populations in respect to the ownership, use and tenure
of the forest land and resources are clearly defined, acknowledged and respected.

— The modalities of access to natural resources are clearly defined and respected by all

— Information is provided on and all stakeholders are fully informed of their rights and duties.

— Damages caused are compensated according to the norms in force or after negotiation.

Criterion 4.2 The concessionaire encourages the participation of local populations present in the Forest
Management Unit in the management of forest resources.

— The concessionaire sets up ad hoc bodies for consultation and negotiation with local
populations.

— The procedure for dialogue and the resolution of conflicts is functional both between
stakeholders and within each stakeholder body.

— All stakeholders participate in the control of natural resources management on the basis of a
protocol accepted by all.

— Procedures for consultation with populations during the establishment and demarcation of
forest concession boundaries are respected.

— Mechanisms for applying sanctions in the case of rule violations are in place and agreed by
stakeholders.

Criterion 4.3 All stakeholders consider the share of benefits derived from forests to be satisfactory.

— The forest concessionaire ensures that the populations living within or near the FMU receive
a portion of the revenue generated by the exploitation of the FMU.

— Local communities living in or near the harvested forest area benefit preferentially from
opportunities in employment, training and other services.

— In accordance with the importance and impact of the forest operations at the local level, the
concessionaire contributes to the development of the local economy.

Criterion 4.4 According to the importance and impact of the forestry operations, the concessionaire
contributes to improving the health and education of local populations.

— The concessionaire takes preventive measures to minimize any professional hazards in relation
to forestry activities.

— Health-related aspects of living conditions are improved for employees and their families.

— The health conditions of local populations are improved as a result of the forestry activities.

— The concessionaire contributes to the basic education of local populations and workers present
in the Forest Management Unit, in accordance with the contractual provisions established
consistent with national norms.

Furthermore PEFC also requires national forest certification systems to comply with the following
core Conventions of the International Labour Organization (ILO):

No 29: Forced Labour, 1930

No 87: Freedom of Associations and Protection of the Right to Organise

No 98: Right to Organise and Collective Bargaining, 1949

No 100: Equal Remuneration. 1951

No 105: Abolition of Forced Labour, 1957

No 111: Discrimination (Employment and Occupation), 1958

No 138: Minimum Age for Admission to Employment, 1973

Minimum standards for credible forest certification systems

EAC minutes: Question Q168 asked about minimum standards of forest certification systems and in
the reply the impression was given that PEFC required less than the alternative global forest
certification scheme.

PEFC’s reply: A comparative study on nearly 40 certification systems around the world, undertaken
by an independent consultancy, has analysed and compared key requirements of forest certification
systems. The results were published in the CEPI Forest Certification Matrix
(www.forestrycertification.info), in which PEFC receives highest ratings, especially for its adherence to
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ISO requirements for certification and accreditation. A summary overview of the findings of the CEPI
Matrix is available at www.cepi.org ( Publications ( Forest ( Matrix: Finding your way through
Forest Certification Schemes (Attachment 6).

Independent comparative studies confirm the high standard and positive impacts of PEFC certification on
the ground

EAC minutes: The response to question Q172 implied doubts on PEFC requirements and the
performance of systems in the field.

PEFC’s reply: The high standard and positive impacts of PEFC certification have been revealed
through several independent studies, like:

a. A recently published study “EVectiveness and eYciency of FSC and PEFC forest certification
on pilot areas in Nordic countries”, conducted by the consultancy Savcor Indufor Oy, showing
that PEFC certification has had a marked impact on forestry in the Nordic countries
(Attachment 7 or www.nordicforestry.org).

b. A parallel field testing of forest certification standards in North America, Scandinavia and
the UK found that the PEFC endorsed systems assessed “achieved their objective of
promoting the economic, social and environmental management of forests in a balanced
way.” (Attachment 8)

The report, titled ”Parallel testing of forest certification standards”, is also available through www.upm-
kymmene.com ( Media Relations ( Press kits ( Parallel field testing of forest certification standards.
It was carried out by the independent consultant assessor Det Norske Veritas and WWF International
acted as an external observer and provided technical advice to the process.

Regional Certification

EAC minutes: Question Q 239 referred to the certification approach of regional certification as also
used by PEFC certification.

PEFC’s reply: Regional certification is used in a number of countries, eg Austria, Belgium, Finland,
France and Germany and has helped decisively to include European forests in forest certification.

Over 60% of the total forest area in the European Union is privately owned. There are about 15 million
family forest owners in Europe owning in average less than 13 hectares. In order to avoid discriminating
against small-scale forest owners and to ensure their access to the market for certified products, forest
certification has to provide cost eVective mechanisms and procedures to facilitate their participation.

A forest certification process, as carried out for the individual certification of large forest owners (ie
the receipt of application, assessment of documentation, appointment of audit team, planning and
preparation of audit, on-site inspection, preparation and presentation of audit report and certification
decision), is neither economically feasible nor, appropriate where a forest is owned by hundreds of
thousands of small-scale forest owners.

Therefore, forest certification schemes (including FSC) have developed a so called group certification
approach, which allows forest owners to be certified under an umbrella organisation and both internal
as well as external auditing is then carried out based on sampling. (NB: regional certification is a form
of group certification limited by geographical boundaries).

The PEFC Council Technical Documentation not only requires of any group (or regional) certification
that an individual forest owner must have signed a written commitment to follow and comply with forest
a management standard but also that the umbrella organisation has procedures for managing the group
(region), such as mechanisms for the inclusion of new members, their registration as well as a system of
internal audits and the implementation of follow-up corrective and preventive measures. All these internal
mechanisms enable the external certification body to base its work on an appropriate sampling. The result
of the sampling is applicable to the whole group (region) and major non-conformities can result in the
withdrawal of the certification for the whole group (region).

All national forest certification schemes endorsed by the PEFC Council are based on the principles
described above and diVerences between them are only caused by the usage of mechanisms specific to
diVerent countries (eg the work of forest owners associations, regional planning, law enforcement,
national forest inventories, etc.).

The PEFC group (regional) certification approach has been developed based on the principles of multi-
site certification, which is being applied for ISO 14001 or ISO 9001 certifications and is governed by the
IAF (International Accreditation Forum) and Guidance to ISO (International Standard Organisation)
Guides (ISO Guide 62 and 66).
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(B) Answers to questions asked in the email of the Secretary to the Clerk of the Environmental Audit
Committee dated 10 November 2005

(For detailed answer to question Q239 please see page 5 Regional Certification).

PEFC membership

The PEFC members are independent organisations, legal entities which represent national forest
certification schemes in their countries. The PEFC Council requires that the PEFC National Governing
Bodies must have the support of major forest owners organisations in the relevant country and that all
interested parties have to be invited to constitute such an organisation.

The decision on the acceptance of a new member is made by the PEFC Council General Assembly
based on written application for membership and recommendation by the Board of Directors. PEFC
membership alone does not allow a forest certification scheme to use the PEFC claims and/or PEFC
Logo. Only member schemes which have been assessed and endorsed as meeting all the PEFC Council
requirements can use the PEFC Logo and can “deliver” PEFC certified raw material on the market.

Interest parties and interest categories

The PEFC Council requires that all the interested parties have to be invited to participate in the
standard setting process and to create a Forum for the development of forest management or chain of
custody standards. The invited interested parties should represent the diVerent aspects of sustainable
forest management and include, eg forest owners, forest industry, environmental and social non-
governmental organisations, trade unions, retailers and other relevant organisations at national or sub-
national level. The Forum itself shall define its consensus—building procedures including balanced
representation of interest categories.

MCPFE, PEOLG and ATO/ITTO Principles Criteria and Indicators

The Ministerial Conference on the Protection of Forest in Europe (MCPFE) is an intergovernmental
process which defines sustainable forest management (SFM), six criteria of Sustainable Forest
Management (SFM), a set of indicators for SFM and Pan European Operational Level Guidelines for
SFM (PEOLG). The PEOLG are an integral part of the MCPFE documents which define requirements
for SFM at the forest management unit level. The six MCPFE (also called Helsinki) criteria are:

— Maintenance and appropriate enhancement of forest resources and their contribution to global
carbon cycles

— Maintenance of forest ecosystem health and vitality

— Maintenance and encouragement of productive functions of forests (wood and non-wood)

— Maintenance, conservation and appropriate enhancement of biological diversity in forest
ecosystems

— Maintenance and appropriate enhancement of protective functions in forest management
(notably soil and water)

— Maintenance of other socio-economic functions and conditions

PEOLG elaborates these six criteria into 20 requirements for forest management planning and 25
requirements for forest management practices (Attachment 4).

The African Timber Organization (ATO) is an organization promoting sustainable forest management
in Africa. ATO was established in 1993 in co-operation with the Centre for International Forestry
Research (CIFOR) and the European Union (EU). It has 13 member countries. ATO has developed
Principles, Criteria and Indicators (PCI) for the sustainable management of African natural tropical
forests in a several years-long process. In 2002 the revised set of PCI were harmonized with the Criteria
and Indicators of the International Tropical Timber Organization (ITTO) and published under the ITTO
Policy Development Series No 14 in 2003. The ATO/ITTO PCI provide a basis for monitoring forest
management at national level and also for the development of forest certification schemes at forest
management unit level. ATO/ITTO PCI define the sustainable forest management of natural tropical
forest in Africa using three Principles, 15 Criteria, 57 Indicators and 140 sub-indicators (Attachment 5).

Equivalence of PEOLG and ATO/ITTO Principles Criteria and Indicators (PCI)

ATO/ITTO PCI and PEOLG were developed for ecologically, socially and economically very diVerent
forests and forest management. Therefore the elements for SFM are not identical due to diVerences in
forest ownership, the forest use for timber production and other purposes as well as diVerent general
normative regulations e.g. on social and health issues in African and European countries. For example,
recreational use and aesthetic values of forest, which are important in Europe, are not specifically
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mentioned in ATO/ITTO PCI. On the other hand customary rights, workers rights and contributions to
local populations are strongly emphasised in the African standard. The basic diVerences of conditions
for forest management are indicated and taken into consideration in the assessment.

The ATO/ITTO PCI and PEOLG do not include any major elements that would be contradictory
between the schemes. The PEFC Council documentation (Annex 3 of the PEFC Technical Document)
requires that the gaps between ATO / ITTO PCI have to be complemented in the national forest
management standard. A detailed analysis on the compatibility between PEOLG and ATO/ITTO PCI
was made by Savcor-Indufor Oy is and publicly available at the PEFC Council website www.pefc.org
(Attachment 9).

In chapter 4 of its Technical Document (Attachment 10) and in the Annex 3 Basis for National Schemes
and their Implementation (Attachment 11) the PEFC Council requires that:

— certification criteria for forest management of all PEFC endorsed schemes (except schemes
developed for countries covered by ATO/ITTO PCI) shall be based on criteria and indicators
of the relevant intergovernmental process (eg MCPFE, Montreal Process, ITTO) and shall
comply with PEOLG,

— certification criteria for forest management of PEFC endorsed schemes developed for a country
covered by ATO/ITTO PCI shall comply with ATO/ITTO PCI.

PEFC Council again would like to thank the Environmental Audit Committee for the opportunity to
provide this additional information and trusts that it will further clarify the procedures and requirements
of the PEFC certification system. If you have any queries on the above please do not hesitate to contact us.

November 2005

Attachments

1. PEFC Technical Document Annex 7 Endorsement and Mutual Recognition of National Schemes
and their Revision36

2. PEFC Guideline GL 2/2005 PEFC Council Minimum Requirements Checklist37

3. PEFC Position Paper Tribal and Indigenous people, local people, local communities, forest dependent
communities and the PEFC Council38

4. Pan European Operational Level Guidelines PEOLG39

5. ATO/ITTO (African Timber Organization / International Tropical Timber Organization) principles
and criteria40

6. CEPI Forest Certification Matrix41

7. Savcor Indufor study “EVectiveness and eYciency of FSC and PEFC forest certification on pilot areas
in Nordic countries”42

8. Det Norske Veritas study “Parallel testing of forest certification standards”43

9. Savcor Indufor study “Assessment of compatibility of ATO / ITTO PCI with PEOLG”44

10. PEFC Council Technical Document45

11. Annex 3 “Basis for National Schemes and their Implementation” of PEFC Council Technical
Document46

36 http://www.pefc.org/internet/resources/5—1177—455—file.1394.pdfhttp://www.pefc.org/internet/html/documentation/4—
1311—400/4—1208—165/5—1177—455.htm

37 http://www.pefc.org/internet/resources/5—1177—456—file.1251.pdf
38 http://www.pefc.org/internet/resources/5—1177—1256—file.1424.pdf
39 http://www.pefc.org/internet/resources/5—1177—289—file.136.pdf
40 http://www.itto.or.jp/live/Live—Server/155/ps14e.pdf
41 http://www.cepi.org/files/Matrix%20leaflet%2004-133618A.pdf
42 http://www.skog.no/skog—data/Attachments/284/NSF—Report—final.pdf
43 http://w3.upm-kymmene.com/upm/internet/cms/upmcms.nsf/$all/
f9da3f3eV672804c225700a001d30fd?OpenDocument&qm%menu,4,3,0&smtitle%Press%20Kits

44 http://www.pefc.org/internet/resources/5—1177—1079—file.1061.pdf
45 http://www.pefc.org/internet/resources/5—1177—287—file.1383.pdf
46 http://www.pefc.org/internet/resources/5—1177—451—file.1387.pdf
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Tuesday 8 November 2005

Members present:

Joan Walley, in the Chair

Mr Peter Ainsworth Mr Nick Hurd
Colin Challen

Memorandum from the Department for Environment, Food and Rural AVairs (DEFRA), the Department
for International Development (DFID) and the Foreign and Commonwealth OYce (FCO)

Introduction

This memorandum outlines actions taken by lead Government departments on tackling illegal logging
internationally and encouraging the use of legally and sustainably produced timber in UK markets, in
particular ensuring that timber bought by Government is legal and, if possible sustainable.

Defra is the central Government department with lead policy responsibility for sustainable development.
As well as developing the UK’s policy on sustainable development DEFRA also co-ordinates and oversees
the implementation of the Government’s sustainable development targets by central government
departments, their agencies and NDPBs in England. The Devolved Administrations for Scotland, Wales
and Northern Ireland are responsible for developing their own policies but co-ordinate them with those set
for England to ensure a unified approach for the UK.

DFID is the UK government department responsible for promoting sustainable development and
reducing poverty.

The FCO works with other government departments to deliver the UK’s international priorities on
sustainable development, including illegal logging, as set out in Securing the Future: the UK Government’s
Sustainable Development Strategy. This is done through the UK’s networks on Embassies and High
Commissions overseas.

Summary of Contents

1. Overview.

2. International context of sustainable timber.

3. Illegal Logging.

4. FLEGT.

5. Timber Procurement Policy—General.

6. Social Aspects of procurement.

7. Role of Forest Management Certification in procurement.

8. Central Point of Expertise on Timber procurement.

9. Procurement outcomes.

10. Outstanding Procurement Issues.

11. Clean Development Mechanisms within the Kyoto Protocol: Implications for certification schemes.

1. Overview

1.1 Since the Environmental Audit Committee (EAC) published its previous report Buying Time for
Forests: Timber, Trade and Public Procurement in July 2002, the Government been working internationally
to encourage further action to tackle illegal logging. The EU’s Action Plan on Forest Law Enforcement,
Governance and Trade (FLEGT) was agreed through Council Consultations in Brussels in October 2003.
The Commission tabled their proposal for a draft Regulation and a draft-negotiating mandate in July 2004.
It is expected that the negotiating directives and draft regulation will be adopted, or if the legal base is
changed, make significant progress through co-decision, during the UK’s Presidency of the EU
(July-December 2005).

1.2 Work under theMoUon Illegal Logging with Indonesia is progressing satisfactorily andUK funding
is being provided to support activities following the regional Ministerial FLEG declarations in East Asia
(2001) and Africa (2003), as well as for preparations for a third Europe and North Asia FLEG to be held
in November 2005.
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1.3 On 17 and 18 March 2005, Hilary Benn MP and Margaret Becket MP, co-hosted the first joint
meeting of G8 Environment and Development Ministers under the UK’s Presidency of the G8. The impact
of climate change on Africa and illegal logging were the topics chosen as areas where environment and
development ministers could make a diVerence. A copy of the outcome document from this meeting is
attached at Annex A. Government is now following up on the commitments.

1.4 The Government has published revised timber procurement guidance and established a central point
of expertise on timber (CPET). Additional funding was allocated to the Central Point of Expertise on
Timber (CPET) to give access to the wider public sector and through it promote the UK’s Government
timber procurement policy to other countries. The G8 Environment and Development Ministers also
committed their experts to a follow up meeting in 2006 to review their progress towards the commitments
and to learn lessons from each other’s experience.

2. International Context of Sustainable Timber

2.1 During the 1980s, the general public in many industrialised countries became concerned about forest
loss, particularly in tropical developing countries. NGOs, and some private sector entities saw the value of
a mechanism that would provide a credible way to source timber products from forests with acceptable
social and environmental management. This led to establishment of the first forest certification scheme, that
of the Forest Stewardship Council. Since then a number of other schemes have been established.

2.2 If all the EU’s supplies of timber products fromdeveloping countries came from certified sources, that
is from that forests independently verified as meeting the requirements of a standard (of being responsibly or
“sustainably”managed), then the EU’s requirements would not have detrimental impacts in these countries.
However, only a small proportion of forests in developing countries are independently certified. Although
the area of certified forests is increasing, it will not increase quickly without both improvements in the
governance of these forests and a clear signal that markets want certified products.

2.3 A number of eVorts are underway internationally to improve forest management and reduce the
detrimental eVects of logging on people, forests and biodiversity. Certification schemes are introducing
phased approaches to certification that put the fundamentals in place step by step. This is an easier transition
to certification than setting the bar very high at the outset.

2.4 Processes of forest law enforcement and governance (FLEG) reform, such as the EU FLEGT, see
legal compliance as an essential first step in progressing towards forests managed to acceptable social and
environmental standards. By supporting policy, legislative and institutional changes and the capacity to
improve legal compliance—including the establishment of systems for legal verification (chain-of-custody
tracking), the EU will help establish a better foundation for sustainable forest management.

2.5 The political attention given to FLEG issues in recent years, and many examples of collaboration
between governments and industry, have led to adoption of private sector responsible purchasing policies.
Most progress has been made in UK and Europe but some large companies in the United States and Japan
area also well advanced. The market has moved to a significant degree in UK in demanding verification of
legality (see the reports by Rupert Oliver for the Timber Trades Federation). It is changing quickly in some
other European countries, but more slowly in other major markets.

2.6 Certification and verification of legality are powerful instruments but in some instances more
fundamental reforms may be needed to ensure that forest management meets wider social and
environmental goals. The contribution that forests could make to conservation of biodiversity and
ecosystem services and to economic growth is sometimes undermined by approaches to forestry that deny
local people’s rights to own, use and trade their forest products and services. In such cases, much of the forest
estate remains publicly owned and managed, despite legitimate local claims to the forests, extensive
occupation by agrarian people and the limited ability of governments to protect these vast resources.Models
of industrial development that involve state subsidies to forest industries often reinforce this inequity.

2.7 This state of aVairs is beginning to change. Many communities are asserting their rights to manage
their forests, and some governments and private sector leaders are introducing substantive changes to forest
tenure, policies and markets. Perhaps the most important reforms relate to forest ownership and tenure.
Some countries are now considering, most for the first time, the reform of the public forest estate. This
involves the recognition of collective and individual property rights. If individuals, communities and
businesses are to invest in forest resources, take responsibility for their conservation, and participate
regularly and openly in the market place, they need to be confident of their property rights.

2.8 Besides introducing reforms in forest and land tenure, governments across the world are now
beginning to reassess their legal and regulatory frameworks, and they are reviewing they way in which they
allocate subsidies, provide privileged access to publicly owned forests, develop new policies, and monitor
the impacts of existing policies. Many countries are also engaged in a process of decentralization.

2.9 Changing long-established patterns of governance and industrial behaviour is not a simple process
and carries a degree of political and economic risk. Governments, communities and the private sector all
face challenges when assessing new policy options and adapting to the long-term process of changing laws,
restructuring industry and building the capacity required to implement reforms.
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3. Tackling Illegal Logging

3.1 The UK Government has a jointly-implemented programme that aims to tackle illegal logging and
the international trade in illegally harvested timber.

The programme recognises that the causes of illegal logging—linked to poverty, corruption and failures
of governance and markets—are complex and that there is no single solution to the problem. It
acknowledges that successful solutions need to address the demand for illegally-logged timber as well as
helping to reduce supply. As the world’s fourth largest importer of wood products, the UK along with other
major consuming countries, shares responsibility with timber producing countries to tackle the problem.

3.2 The illegal logging programme aims to contribute to a better understanding of the causes of illegal
logging and to secure co-operation from a wide range of actors in developing and implementing solutions.
In addition to the international work encompassing co-operation with a number of other countries and
institutions, several of DFID’s country programmes, notably those in Indonesia, Cameroon and Ghana,
also include activities aimed at tackling illegal logging. Defra plays a leading role in implementing the UK
Government’s timber procurement policy and co-ordinates UK inputs to related EU policy, while the
Foreign and Commonwealth OYce leads on inter-government relations and also supports some relevant
studies.

Elements of the international programme include:

3.3 Improved understanding of causes, scale and solutions—The aim is to provide better information so
that national and international actions can be focussed where their impacts are likely to be greatest. It has
included studies on trade discrepancies, potential impacts of implementing trade controls in Europe and the
links between illegal logging and poverty. Current studies are examining China’s increasing role in
international trade and the impacts this has on exacerbating illegal logging in neighbouring countries. This
aims to improve the basis for dialogue with China on taking action with regard to its own timber imports.

3.4 EVective communication and advocacy—The programme has successfully enlisted the co-operation of
civil society groups and the UK private sector. Work with the Timber Trade Federation has helped foster
a new approach to timber procurement through adoption and implementation of their Responsible
Purchasing Policy. Similar co-operation with NGOs, through regular meetings, including well-attended
consultations organised by ChathamHouse, have seen civil society play an important support role. This has
included their highlighting of specific issues, such as large-scale log smuggling in SE Asia, which has helped
keep the profile of the problem high in international political agendas.

3.5 Coherent EU and G8 policy—The fact that EU and G8 countries account for the bulk of forest
products consumption creates opportunities for them to influence timber production and trade and the
programme aims to promote co-ordination between these countries in tackling the problem.

3.6 The EU FLEGTAction Plan is an example of this co-operation. Under the UK’s Presidency, we aim
to complete the regulatory framework needed to enter voluntary agreements that aim prevent trade in illegal
timber between timber-producing countries and the EU. By next year, negotiations towards the first
agreements should start. On public procurement, it is recognised that the UK is leading in Europe and
several other countries; Germany, France, Netherlands and Denmark are now following.

3.7 The first-ever G8 Environment and Development Minister’s meeting earlier this year had illegal
logging as a main agenda item and the Ministers’ declaration was aYrmed at the Gleneagles Summit.
Although the Japan and theUS do not yet fully share the UK’s views on the value of demand side measures,
there are signs that Japan at least is considering procurement and trade policies similar to those now being
implemented in Europe.

3.8 Regional policy processes that support regulatory reforms—Illegal logging is concentrated in four key
regions: EastAsia, Central andWest Africa, the former SovietUnion andLatinAmerica. Top-level political
commitment to combat illegal logging at national levels needs to be reinforced by processes that involve both
timber-producing countries in these regions and their trade partners. The UK has led in promoting
Ministerial Forest Law Enforcement and Governance (FLEG) conferences in East Asia (Bali 2001) and
Africa (Yaoundé, 2003). A similar conference covering Europe and North Asia will be held in Moscow this
year, and plans are underway for a Latin American conference in 2006. The Ministerial Declaration from
the Bali Ministerial meeting for the first time gave oYcial recognition of the complexity of the problem,
including the role played by corruption, and identified a range of activities that countries should take—
either alone or in co-operation with others—to address it. The UK-Indonesia MoU and the EU FLEGT
Action Plan both had their origins in the Bali declaration.

3.9 The Indonesia-UKMemorandum of Understanding (MoU) on illegal logging—At the Bali Ministerial
conference, Hilary Benn, the UKMinister for International Development and Indonesia ForestryMinister
Prakosa identified the need for concrete action as an outcome. The MoU was signed in April 2002 and a
detailed action plan was agreed later that year. Work under the plan has included development of a
definition of legal timber and testing a system to track timber products from forest tomarket. Further action
has focused on improved interdepartmental co-operation and joint government-civil society actions, with
eVorts focussed on West Kalimantan Province where illegal logging problems are particularly acute. This
programme will lay the foundations for a wider ƒ15-million programme funded by the European
Commission.
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3.10 One aim of the MoU with Indonesia is to reduce and eventually eliminate the trade in illegally-
logged timber between the two countries. Because formal trade arrangements are decided at the EU level,
the UK cannot act alone in regulating trade, even in bilateral agreements with its trade partners. Therefore
actions have to be indirect. There is strong evidence, however, that actions taken by the Government and
the private sector has significantly reduced the trade of potentially illegal timber. The Government’s timber
procurement policy has unquestionably stimulated greater diligence in theUK timber trade in sourcing from
suppliers who can demonstrate legal sources. Exposure of the levels of illegal timber throughMoU activities
has caused several large importers to suspend contracts with their Indonesian suppliers. This has seen a 50%
reduction in the annual plywood trade (from 250,000 m3) in the last two years. However, the trade has not
completely abandoned Indonesia and, under a programme co-ordinated by the Timber Trade Federation,
companies are helping their suppliers clean up their supply chains. Work under the MoU directly supports
this by providing a clear set of criteria that legal timber must meet.

3.11 It is not proposed that the UK enter similar agreements with other timber-producing countries. The
EUFLEGTAction Planwill provide the framework for future similar bilateral arrangements. This will have
several advantages: it will increase the market share of the importing side and provide a larger pool of donor
resources to strengthen governance in exporting countries. Most importantly, it will permit future
agreements to include actions to regulate trade through introduction of the proposed FLEGT timber
licensing system as a component of each agreement. The MoU with Indonesia has just over one year to run
and it is envisaged that, during its final year, it will be subsumed into a wider EU arrangement, taking
advantage of a new ƒ15-million EC grant.

4. The EU Forest Law Enforcement, Governance and Trade Action Plan

Introduction

4.1 The FLEGTAction Plan sets out a new and innovative approach to tackling illegal logging by linking
and reinforcing the push for good governance in developing countries, with the legal instruments and
leverage oVered by the EU single market. A key element is the proposal to deny access to the single market
for illegally logged timber from timber producing countries that voluntarily enter into partnership
agreements with the EU.

4.2 The Commission published its Forest Law Enforcement Governance and Trade (FLEGT) Action
Plan on illegal logging in May 2003. In October 2003, Agriculture Council adopted Conclusions that gave
broad endorsement to the Action Plan and asked the Commission to report back to Council with more
detailed plans by mid-2004.

4.3 On 22 July 2004 the Commission then tabled the draft Regulation and supporting impact assessment,
with a draft Mandate for the Commission to open negotiations with Partner Countries. The draft
Regulation and draft Mandate are now being discussed at Working Level in Brussels. It is expected that the
dossier will be ready to be considered by Ministers, and possibly adopted, before the end of the UK
Presidency.

4.4 FLEGT links and reinforces the push for good governance in developing countries, with the legal
instruments and leverage oVered by the EU single market. Timber-producing countries may enter into
“Partnership Agreements” with the EU. Under these agreements, the Partner Countries will commit to
export only verifiable legally produced timber (according to the laws in the Partner Country) to the EU. The
EU will provide development assistance (where needed) to support these reforms and only import timber
licensed as being legally produced in those countries.

4.5 FLEGT is not a panacea. It is voluntary and will not cover all wood products at the outset.
Furthermore, displacement of illegally logged timber to markets that are less discriminating than the EU
cannot be wholly prevented.

(a) FLEGT is voluntary—Timber-producing countries can decide whether or not to enter into a
Partnership Agreement with the EU, but once in a Partnership Agreement it is legally-binding.

The desire to tackle their own illegal logging problem and the access to EUmarkets will encourage
some timber producing countries to enter into agreements with the EU. Many countries will need
the support of development assistance to improve forest governance. The UK is working with the
Commission and other Member States to provide development assistance.

(b) The products included in FLEGT are limited—The FLEGT licensing system currently only
includes five product types—wood in the rough; railway/tramway sleepers; sawn wood; sheets for
veneering; and plywood/veneered panels. This range is limited to provide a manageable starting
point for Partner Countries to develop legality verification systems from (processed products have
much more complicated chains of custody). There is the flexibility to add additional products as
the system develops.
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(c) FLEGT does not ban all illegal timber imports—The FLEGT Action Plan commits the
Commission to review “additional legislative options”. This will look at current legislation
enforced in the EUandMember States to determine towhat degree it could be used to tackle illegal
logging. This will include options for an EU-wide or Member State level ban in the importation
of illegal timber.
(d) FLEGT only deals with EU markets—The FLEGT licensing system can only cover the
importation of timber to the EU. The current draft Regulation includes a proposal to tackle the
circumvention of illegal timber from Partner Countries to third countries that is then exported to
the EU by requiring a certificate of origin for all timber imports to the EU. This proposal presents
significant practical diYculties that are being discussed at Working Level in Brussels.

Government is concerned about circumvention and the demand for illegal timber from other
timber consuming countries. It is working with other timber markets to encourage them to take
measures to control imports of illegally logged timber. It is doing so through the G8 Environment
and Development Ministerial, by building awareness and political commitment through the
Forest Law Enforcement and Governance (FLEG)Ministerial processes, by working with timber
producing countries and the private sector to control circumvention, and through collaborative
work with other major timber consuming countries.

4.6 The FLEGT Licensing System will make a diVerence in the timber-producing countries that enter
into Partnership Agreements with the EU by providing assistance for forest governance reforms and
supporting this by agreeing to only import legally-logged timber to the EU. Indeed, there is already evidence
that it is having an eVect, even before legislation has been adopted and the first partnership agreement has
been signed. FLEGT alone will not, however, solve the problem of illegal logging in its entirety. That would
require a multilateral agreement to which all countries sign-up. Some countries are not yet ready for this
and in the interimwe should proceed with FLEGT and complement it with the additional legislative options
that are available and by working to influence other major markets.

5. Timber Procurement Policy—General

5.1 General

5.1.1 The UK Government timber procurement policy requires its central departments to actively seek
to purchase legal and sustainable timber. This remains as announced by the Minister for the Environment
on 28 July 2000.

5.2 Legal timber

5.2.1 As a standard condition of Government contracts, the contractor is required to ensure that the
timber producer had legal use rights to the forest, holds a register of all local and national laws and codes
of practice relevant to forest operations, complied with all relevant local and national laws and codes of
practice including environmental, labour and health and safety laws and paid all relevant royalties and taxes.

5.2.2 The condition applies to all virgin timber supplied and used by contractors, including timber used
for temporary site works and the delivery goods. The condition does not apply to re-used and recycled
timber/wood.

5.3 Sustainable timber

5.3.1 Bidders for Government contracts are invited to oVer sustainable timber (which includes recycled
timber) as a variant to the basic specification. Bidders are made aware that preference will be given to
sustainable timber and that should they be awarded the contract they may be asked to produce independent
verification to show that their promise has been kept.

5.3.2 The variant contract specification defines sustainable timber as the timber production standards
that sustain forest biodiversity, productivity and vitality, and minimise harm to ecosystems, including
people, that forests depend on for their well being.

5.3.3 The contract definition excludes criteria related to the rights and customs of forest dependent
people. The reason for this is explained in Section 6.

6. Social Aspects of Procurement

6.1 Legal framework

6.1.1 EU procurement law prohibits the specification of criteria that are not directly relevant to the
subject matter of a contract but does permit the specification of production and process methods provided
they are relevant to the primary requirement. The model variant specification is able to include a reference
to people in the minimisation of harm to ecosystems because some of their activities will have a direct eVect
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on the health and productivity of the trees. Protecting forest dependent people’s rights and customs does
not have a measurable eVect on tree health or productivity and so cannot be deemed a primary contract
requirement.

6.1.2 This interpretation of the legal position is based on the European Commission’s Interpretative
Communication on Social criteria in public contracts. Key extracts of this document are at Annex B.

7. Role of Forest Management Certification in Procurement

7.1 Certification—legal framework

7.1.1 EU directives on public sector procurement do not permit contracting authorities to demand only
certified products. Forest management certification schemes can be used to define production and process
criteria in contract specifications provided the criteria are not proprietary and are directly relevant to the
contract subject matter. Certified products are also an acceptable means of third party assurance but not
the only means of assurance open to suppliers.

7.2 Specifying certification scheme standards

7.2.1 The Forest Stewardship Council (FSC) is a forest certification scheme that addresses sustainable
development in all its component parts and the specification of FSC standards or equivalent for all timber
and wood products would provide a single standard against which other schemes and other forms of
evidence could be measured. However, The UK Government has taken the view that it is not appropriate
to specify its requirements for legal and sustainable timber on the basis of the FSC scheme. This is because:
(a) only a small percentage of the world’s productive forests are FSC certified; (b) it is probable that no other
forest management certification schemewould be strictly equivalent to FSC and,most importantly, (c) some
of the FSC criteria appear to be secondary to the subject matter of typical contracts involving timber and
wood products.

7.3 Certification as assurance for Government Buyers

7.3.1 Certification is the most recognisable mechanism for providing buyers with straightforward,
consistent and reliable assurance. Other forms of assurance will invariably involve the supplier and buyer
in costly investigation to establish credibility. The schemes that aremost recognisable toGovernment buyers
are FSC, CSA (Canadian Standards Association), SFI (Sustainable Forest Initiative—USA and Canada),
PEFC (Programme for the Endorsement of Forest Certification—until recently limited to Europe) and the
MTCC (Malaysian Timber Council Certification).

7.3.2 It is currently estimated that worldwide there are 3.9 billion hectares of forest of which 3 billion
hectares are productive. Approximately 300 million hectares of productive forest are certified (10% of the
total). The breakdown by major schemes is:

FSC 57.2 million ha
PEFC 123.3 million ha
CSA 63.7 million ha
SFI 52.4 million ha
MTCC 4.1 million ha (2003)

7.3.3 The majority of timber and wood products imported into the UK derive from northern boreal and
temperate forests. These forests account for approximately 90% of all certified forests. This is because forest
laws and governance in these regions are generally robust, conflict is not widespread and the management
of coniferous forests is simpler than the management of tropical hardwood forests.

7.3.4 Until recently theGovernment had advised its buyers to accept all forest management certificates as
assurance of legal and sustainable timber. That was an interimmeasure pending the assessment of individual
schemes. In June 2004 the Government commissioned an assessment of the FSC, CSA, SFI, PEFC and
MTCC schemes.

7.3.5 The assessment was done by consultants ProForest and ERM as the first phase of the development
of a central point of expertise on timber (CPET). The CPET concept and progress on implementation is
described in Section 8. The assessment methodology was developed following consultation with the CPET
Reference Board (WWF and the Timber Trade Federation) and the Schemes themselves. The initial results
were also subject to consultation as before.

7.3.6 The assessment was not done to compare schemes with each other. Nor was the assessment aimed
at establishing equivalence to the FSC or any other scheme. It was known that there were diVerences
between the standards and processes adopted, particularly where the protection of forest dependent and
indigenous peoples was concerned. The aim was to establish whether an individual scheme would assure
Government buyers that the terms and conditions of their contracts in respect of legal and sustainable
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timber are being complied with. The fact that some stakeholders may criticise a scheme for allegedly not
adequately addressing the tenure rights and customs of indigenous people was not a relevant matter because
public procurement rules do not permit such criteria to be included in the standard terms and conditions.

7.3.7 The assessment did not consider how the schemes performed in practice. Only the published
standards, systems and processes were assessed. To do otherwise would have been very costly and time
consuming. Assessing performance on the ground is the function of accredited independent certification
assessors.

7.3.8 The result of the assessments, published in November 2004, was that all five schemes were judged
to provide assurance of legal timber but only the CSA and FSC schemes provided acceptable assurance of
the Government’s contract requirement for sustainable timber.

7.3.9 The critical issues with the PEFC andMTCC schemes concerned inadequate involvement of all the
relevant stakeholders in their standard-setting processes and, in the case of PEFC, a lack of consultation
and lack of publicly available information on the certification process. The SFI scheme did prescribe
adequate forest management and performance audit standards but the certificate covering the final product
did not reveal the percentage of certified material.

7.3.10 The Government decided to wait until 9 May 2005 before advising its buyers to make distinctions
between the schemes. This was done to allow time for schemes and the forest industries that use them to
adapt to the situation. PEFC and SFI made changes to their schemes and were re-assessed in April 2005.
Before formally implementing its changes PEFC wanted to know if they were suYcient to satisfy the
Government’s requirements. Defra informed PEFC that the changes appeared to merit upgrading the
scheme to assurance of legal and sustainable timber. Defra also indicated that the Government would
consider accepting PEFC certificates before the changes had been fully implemented provided
implementation did take place within a reasonable time frame. Copies of the re-assessment report were sent
to the CPET Reference Board.

7.3.11 The NGOs (Greenpeace,WWF, FoE and FERN) expressed concern at the prospect of PEFC and
SFI being elevated to the same status as FSC, in relation to UK Government contract requirements, and
were dissatisfied with the re-assessment process. The decision and formal announcement was delayed
pending a meeting with the NGOs to discuss their concerns. The following was agreed.

— Any announcement of acceptance of PEFC would note that it was a “probationary” recognition
pending evidence of implementation at the national level of the new requirements.

— The next annual review of PEFC would include an assessment of some national schemes to
indicate whether the promised changes are being adopted locally.

— Government buyers would only accept SFI certificates that verify 70% of the product is from a
sustainable source.

— The Government would plan a review of the CPET criteria for assessing schemes based on the
experience of using them so far and decide when this should happen.

— The Government would decide when the annual review of schemes should take place, possibly at
the beginning of each calendar year.

— The Government would develop and make public a procedure setting out how the annual review
will be undertaken and include the opportunity for stakeholder comment on the schemes.

— The Government would re-examine its position on social criteria to consider whether its
interpretation of the procurement directives is unnecessarily cautious.

7.3.12 Defra announced the results of the re-assessments on 11 August 2005 and made particular
reference the qualifications agreed with the NGOs.

8. Central Point of Expertise on Timber procurement (CPET)

8.1 The central point of expertise on timber (CPET) assists departments to purchase their timber from
legal and sustainable sources, accelerate progress on implementing the policy, encourage consumers outside
central Government to adopt similar policies, draw more producers and suppliers into engagement, reduce
the risk of policy infringement, reinforce the Government’s commitment and help sell the concept overseas.

8.2 The CPET concept is a one-stop help centre for public sector buyers and their suppliers. Forestry
experts operating at arms length from Government are able to oVer free advice and guidance.

8.3 CPET Phase 1 assessed five certification schemes to see if they assure Government buyers that their
suppliers claims for legal and sustainable sources are credible—(see Section 7). New advice on forest
certification schemes has been promulgated to central departments. The advice is now to continue accepting
the FSC, CSA, SFI and PEFC as assurance of legal and sustainable timber but treat MTCC certificates as
evidence of legal timber only. All other schemes are to be treated as alternative evidence until such time as
they are formally assessed by CPET. New guidance will be published in due course and the opportunity will
be taken to improve and clarify the text.
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8.4 Apilot CPEThelp linewas operated byConsultants ProForest fromNovember 2004 until endMarch
2005. This revealed a lack of understanding of the Government’s policy by many at the front line of
purchasing in central departments and local authorities.

8.5 CPET Phase 2 began operation in August 2005. The help line service is free of charge to public sector
authorities and their suppliers. Buyers and suppliers can get advice on how to specify legal and sustainable
timber and how to assure themselves they are getting what they ask for. CPETwill oVer training workshops
and will publish guidance and case studies. CPET will continue the process of assessing forest certification
schemes and will devise a methodology for assessing alternative forms of evidence too. In time CPET will
monitor how successfully Government departments are implementing the timber procurement policy and
how eVectively CPET assists the process.

8.6 While CPET is primarily focused on the Government’s timber procurement policy it will also oVer
advice on implementing other public bodies’ policies aimed at purchasing legal and sustainable timber.

9. Procurement Outcomes

9.1.1 The Government’s timber procurement policy is known internationally. Various countries are
monitoring our progress and some are developing, or considering developing, policies of their own. The
policy is part of UK foreign policy.

9.1.2 The policy is helping to transform the market for legal and sustainable timber. The forest
certification schemes are keen to be accepted as assurance for government departments. The fact that PEFC
and SFI moved so quickly to change their standards in response to the CPET assessments is testament to
this. The UKTimber Trade Federation has introduced a responsible purchasing policy for its members and
there has been a significant rise in interest from suppliers generally. Some other European countries have
followed suit and the Japanese timber trade federation has adopted a policy based on that of the UK.

9.1.3 Progress towards market transformation has encouraged the EU to include procurement in the
FLEGT process and the G8 to recognise the leverage public bodies can exert to discourage illegal logging.

10. Outstanding Procurement Issues

10.1 Social criteria

10.1.1 The Government has, in an email on 9 Feb 2004, asked the European Commission to provide
comments on the Government’s current interpretation of the Public Procurement Directives. In the absence
of a response to this letter to date, the Government intends to formally ask the Commission again whether
there is any scope within the Directives to specify in timber procurements social criteria linked to the
protection of forest-dependent people as part of the production process. If the Commission respond that it
is possible to specify social criteria linked to the protection of forest-dependent people as part of the
production process in this way, the Government would consider introducing an additional variant
specification for Government contracts.

10.2 Timber procurement targets and monitoring

10.2.1 The current target, set as part of the WSSD Action Plan (Objective 5.1 Action b) is:—By
November 2006, 50% of expenditure on timber by central Government departments in England will be on
products which can be independently verified as from sustainable and legal sources.

10.2.2 This target was worded to fit with the Sustainable Development In Government Report because
that is the central source of data on timber purchased by central Government departments.

10.2.3 It is not clear how reliable the SDIG timber spend data is. Departments are not externally audited
to monitor the integrity of this information. It is unlikely that the reported spend equals actual spend.
Between them Government departments, including their agencies and NDPBs, will have tens of thousands
of extant contracts to manage. Extracting information on timber spend on all of these contracts would be
a costly exercise.Many departments use procurement cards for low value purchases and is unlikely that card
statements will identify all the timber and wood based products purchased.

10.2.4 The Government intends to commission CPET to audit a sample of departments to assess the
quality of the information on which their reports have been based. Defra is also investigating the capacity
of departments to report timber data.



3220181001 Page Type [O] 19-01-06 22:41:31 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 99

10.3 Local government’s timber procurement policies

10.3.1 Previous attempts by Defra to persuade English local authorities to adopt timber procurement
policies were not very successful.

10.3.2 Now that the free CPET Help Line is available to local authorities the opportunity will be taken
to promote legal and sustainable timber once again. The Government will promote sustainable timber to
local authorities through the Improvement Development Agency and the Centres for Regional Excellence.

11. Clean Development Mechanisms Within the Kyoto Protocol: Implications for Certification

Schemes

11.1 The Clean Development Mechanism (CDM) validation process for submission includes evidence of
socio-economic and environmental impacts of CDM projects in accordance with national procedures. This
evidence may be relevant to the certification process.

Certification schemes could help indicate whether sustainable forest management practices are occurring
in an area of forest, and could provide useful information to those seeking to purchase credits from CDM
projects where this is a concern for them.

Such credits may be used to oVset emissions on a voluntary basis and companies purchasing such credits
may wish to use certification to ensure credits are derived for appropriately managed forests. For a project
to be accepted as a valid CDM aVorestation or reforestation project, it must fulfil a number of criteria and
undergo continuing verification1. However it should be noted that Emissions reduction credits from
aVorestation/ reforestation CDM projects may not be used to meet EU Emissions Trading Scheme (ETS)
obligations at present.

Background

Under the CDM project-level aVorestation and reforestation activities may be registered, ie converting
land in a developing country that has not been under forest since 1 January 2000 to forested land. Avoided
deforestation is excluded from the CDM in the first Kyoto commitment period (2008–12), as the project-
based approach risks displacement of deforestation to other areas and requests for crediting when there was
previously no intention to deforest. The CDM will only provide credits if the aVorestation/ reforestation
activities result in net greenhouse gas emission reduction or sequestration from a project.

The European Commission and Parliament rejected Member States eVorts to include credits from
aVorestation or reforestation in the EU ETS. As a result, Article 11a of the Linking Directive excludes
Emission Reductions Units (ERUs) and Certified Emission Reductions (CERs) generated from land use,
land use change, and AND and and and forestry activities.

October 2005

Annex A

G8 ENVIRONMENT AND DEVELOPMENT MINISTERIAL, 18 March 2005

1. The Environment andDevelopmentMinisters of the G8 countries, with the European Commissioners
responsible for the environment and development, the EU Presidency and senior oYcials from the United
Nations, World Bank and IUCN met from 17 to 18 March 2005 in Derbyshire. We discussed two themes:
actions to tackle illegal logging and the impact of climate change on African development. We had the
benefit of discussions with civil society representatives.

Tackling Illegal Logging

2. We agreed the Chair would forward the following statement on illegal logging to the Chair of the
Gleneagles Summit of Heads of States and Government for their attention.

3. We agree that working to tackle illegal logging is an important step towards the sustainable
management of forests and sustainable development. We recognise the impacts that illegal logging,
associated trade and corruption have on environmental degradation, biodiversity loss, and deforestation
and hence climate systems. Illegal logging also damages livelihoods in the poorest countries, causes loss of
revenues to Governments, distorts markets and trade, and sustains conflicts.

4. We welcome the work of the Commission for Africa in highlighting the importance of forests for
development in Africa.

5. We also welcome the current actions to tackle illegal logging and associated trade, through country-
driven initiatives and regional processes such as the FLEG Regional Ministerial processes, the Asia Forest
Partnership, the Congo Basin Forest Partnership and the EU Forest Law Enforcement Governance and

1 For details see UNFCCC draft decision 19/CP.9 (pp. 13-31 of document FCCC/CP/2003/6/Add.2) and draft decision
14/CP.10 (pp. 26-40 of document FCCC/CP/2004/10/Add.2), which are available to download from http://www.unfccc.int/.
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Trade Action Plan. We also welcome the work of the United Nations Forum on Forests, the Convention
on Biological Diversity, the Food and Agriculture Organisation, and the International Tropical Timber
Organisation.

6. We agree that tackling illegal logging requires action by both timber producing and consuming
countries. We commit ourselves to a range of diVerent actions as set out below, with each country acting
where it can contribute most eVectively. We will also engage with other major timber consuming countries.

7. We commit ourselves to assisting timber producing countries by increasing our support to existing
forest law enforcement and governance processes and extending this support to other regions. This will help
build wider awareness, understanding and commitment to tackle illegal logging.

8. We agree to increase our support to producer countries in their eVorts to tackle illegal logging and
associated trade by: combating corruption through enhanced transparency and access to information,
particularly on the allocation of forest harvesting rights and revenues; strengthening capacity to enforce
forest, wildlife and other relevant laws; engaging civil society and local communities in these actions; re-
establishing law enforcement and administrative systems in post-conflict situations; and helping countries
meet CITES obligations.

9. We will share our technical knowledge, help develop tools and build the capacity to apply them to
detect and prevent illegal logging and apprehend and prosecute oVenders. This will include remote sensing,
Geographical Information Systems and other systems to monitor forest activities and conditions.

10. We will act in our own countries. We will take steps to halt the import and marketing of illegally
logged timber, for example by giving appropriate powers to our border control authorities through
voluntary bilateral trade agreements or other arrangements, consistent with WTO rules.

11. We support taking actions to control illegal logging and associated trade, including wildlife
traYcking, through bilateral and regional arrangements related to trade, consistent with WTO rules.

12. We will encourage, adopt or extend public timber procurement policies that favour legal timber,
where they can influence the private sector to use legally sourced timber. We will share our experience of
this with others.

13. We will work with and encourage the private sector in producer and consumer countries, including
timber processors, exporters, importers and civil society organisations, to develop and promote legally
sourced timber products. We will also work with the private sector to help them adopt and implement
voluntary codes of conduct, good business practices and improved market transparency.

14. We will work with civil society to inform consumers of the problems caused by illegal logging.

15. We will also request our experts to meet in 2006, to review progress towards the commitments we
have made, share lessons on actions to tackle illegal logging, and make their findings available.

Climate Change in Africa

16. We welcome the fact that climate change including the specific issues we discussed here will be further
considered by G8 Heads of State and Government at the Gleneagles summit. The Chair summarized the
discussions as follows and will forward this to the summit chair.

17. We noted that African countries are particularly vulnerable to climate variability and climate change
and, like many developing countries, are already experiencing more frequent dangerous climate eVects.
Africa’s climate is highly variable, complex and in some regions harsh.We recognised that the adverse eVects
of climate change present significant risks to the sustainable growth and development of many developing
countries. We agree that urgent action to help the vulnerable adapt to climate change is necessary to ensure
that its impacts do not undermine the achievement of the Millennium Development Goals.

18. We agree that further international action is required to address climate change and reaYrm our
commitments to show leadership in international eVorts to tackle climate change and assist vulnerable
countries in coping with the impacts of climate change.

19. We considered the Climate Proofing Africa report and welcome its recommendations for national,
regional and global action to improve Africa’s capacity to monitor and make eVective use of climate
information.

20. We discussed the urgent need to assist Africa to reduce vulnerability by building resilience to climate
variability and by developing the capacity to adapt to climate change. This will require a rigorous and
rational approach, building on existing eVorts, to integrate climate factors into development planning and
resilience strategies.

21. We recognise the need to strengthen actions to build resilience to climate variability and climate
change in sectors such as agriculture and water management, and the threat posed to food security, health,
land degradation and biodiversity.

22. We recognise the need for increasing access to reliable and aVordable energy services for the poor in
Africa, particularly from renewable and energy eYcient sources.
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23. We acknowledge the climate change recommendations of the Commission for Africa report and
recognise the need for international support to strengthen Africa’s ability to cope with climate variability
and climate change. We welcome the Commission’s conclusions that partnerships for development must be
African led, strengthen existing capacity and be underpinned by good governance.

24. We are committed to supporting an eVective international response:

(i) to help Africa understand and manage climate risk by building scientific and technical
capacity in Africa including through existing initiatives such as theGlobal Climate Observing
System and Global Earth Observing System of Systems, linking its scientists into the
international community and strengthening Africa’s regional climate centres;

(ii) formultilateral development agencies to develop and implement “best practice” guidelines for
screening Africa’s climate risks within development portfolios, drawing on relevant
experience from all regions.

(iii) to integrate measures to address the impacts of climate change for Africa in international
development assistance and facilitate their integration in regional and national
development plans.

(iv) To advance programmes to increase the resilience of agricultural productivity, such as
NEPAD’s Comprehensive African Agricultural Development Programme.

25. We reaYrm our commitment to the UNFCCC Buenos Aires Programme of Work on adaptation.

26. We look forward to a successful replenishment of the Global Environment Facility.

27. We noted the Report of the UN High Level Panel on Threats, Challenges and Opportunities, which
recognises that climate change is a threat to global security. We look forward to further discussions at the
MillenniumReview Summit in September 2005 on how development strategies can be strengthened to build
national resilience to climate impacts.

18 March 2005

Annex B

European Commission’s Interpretative Communication on Social criteria in public contracts. Key extracts

Extract from the Interpretative Communication of the Commission on the Community Law

Applicable to PublicProcurement and the Possibilities for Integrating SocialConsiderations into

Public Procurement

In the case of supply contracts, apart from the basic choice of the subject-matter of the contract (“what shall
I purchase?”), the possibilities to take social considerations into account are more limited. A contracting
authority can, for example, choose to buy goods or services whichmeet the specific needs of a given category
of person, such as the socially disadvantaged or excluded2.

Contracting authorities may, among other things, require that products be manufactured using a specific
production process, provided that this characterises the product in relation to other competing products,
and in such a way as to meet the needs of the contracting authority3. As regards the use of “social labels”
that concern the “social” capacity of an undertaking, see Point 1.3.2, below4.

The directives provide that the suitability of tenderers or candidates to participate in a procurement
procedure or to submit a tender must be assessed on the basis of criteria relating to their economic, financial
or technical capacity5. The directives set out exhaustive and mandatory, qualitative selection criteria, which
can be used to justify the choice of candidates or tenderers6. Selection criteria diVerent from those set out
in the directives would thus not comply with the current directives.

2 Certain service contracts targeted at a particular social category have, by their very nature, a social objective (for example, a
contract for training for long-term unemployed persons). Another example is contracts for the purchase of computer
hardware/services adapted to the needs of disabled persons.

3 As stated in the Communication on the possibilities for incorporating environmental considerations into public procurement
cited above, requirements which bear no relation to the product or the service itself, such as a requirement relating to the way
in which an undertaking is managed, are not technical specifications within the meaning of the public procurement directives
and cannot therefore be imposed. Thus, requirements concerning the use in a contractor’s oYce of recycled paper, the
application of specific waste disposal methods on the contractor’s premises, or the recruitment of staV from certain groups
of persons (ethnic minorities, disabled persons, women) would not qualify as technical specifications.

4 A “social label” relating to the “social” capacity of an undertaking cannot currently be considered a “technical specification”
within the meaning of the public procurement directives.

5 Article 15 of Directive 93/36/EEC, Article 18 of Directive 93/37/EEC, Article 23 of Directive 92/50/EEC and Article 31(1) of
Directive 93/38/EEC.

6 In theBeentjes judgment of 20.9.1988 inCase 31/87, theCourt stated that, according to the public procurement directives, “the
suitability of contractors is to be checked by the authorities awarding contracts in accordancewith the criteria of economic and
financial standing and of technical knowledge or ability” (point 17 of the judgment).
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With regard to economic and financial standing, the directives set out a number of references which can
be provided to prove the good standing of candidates or tenderers in respect of a given contract. This list
of references is not exhaustive. However, any other reference required by the contracting authority must be
necessary, from an objective point of view, to prove the economic and financial standing of the tenderers as
regards a specific contract7. In view of the references which may currently be required in order to assess the
economic and financial standing of tenderers, it is not possible for social considerations to be included in such
references.

The European Court of Justice has confirmed that the aim of the public procurement directives is to avoid
the risk of preference being given to national tenderers or candidates whenever a contract is awarded by
contracting authorities, and to avoid the possibility that a body financed or controlled by the State, regional
or local authorities or other bodies governed by public law may choose to be guided by considerations that
are not economic in nature8.

The common factor shared by all criteria used for evaluation of oVers is that they must, like the criteria
cited as examples, all concern the nature of the work which is the subject-matter of the contract or the
manner in which it is carried out9. They must permit the contracting authority to compare tenders in an
objectiveway in order to determinewhich tender bestmeets its needs in respect of a given contract. An award
criterion must allow the intrinsic qualities of a product or service to be assessed.

Award criteria must therefore be linked to the subject-matter of the contractor or the manner in which it
is performed10.

Social criteria are not included among the various criteria given as examples in the public procurement
directives. However, if the term “social criterion” is construed as a criterion that makes it possible to
evaluate, for example, the quality of a service intended for a given category of disadvantaged persons11, such
a criterion may legitimately be used if it assists in the choice of the most economically advantageous tender
within the meaning of the directives.

Contracting authorities have awide range of possibilities for determining the contractual clauses on social
considerations. Listed below are some examples of additional specific conditions which a contracting
authority might impose on the successful tenderer while complying with the requirements set out above, and
which allow social objectives to be taken into account:

— the obligation to recruit unemployed persons, and in particular long-term unemployed persons,
or to set up training programmes for the unemployed or for young people during the performance
of the contract;

— the obligation to implement, during the execution of the contract, measures that are designed to
promote equality between men and women or ethnic or racial diversity12;

— the obligation to comply with the substance of the provisions of the ILO core conventions during
the execution of the contract, in so far as these provisions have not already been implemented in
national law;

— the obligation to recruit, for the execution of the contract, a number of disabled persons over and
above what is laid down by the national legislation in the Member State where the contract is
executed or in the Member State of the successful tenderer.

It should be noted that it would appear more diYcult to envisage contractual clauses relating to the manner
in which supply contracts are executed, since the imposition of clauses requiring changes to the organisation,
structure or policy of an undertaking established on the territory of another Member State might be
considered discriminatory or to constitute an unjustified restriction of trade.

7 See the Transporoute judgment referred to above, point 9.
8 Judgment of the Court of 3.10.2000 in Case C-380/98 “University of Cambridge”, point 17, in which the Court refers to the
judgments of 15.1.1998, Mannesmann Anlagenbau Austria et al., Case C-44/96, ECR p. I-73, point 33; and BFI Holding, of
10.11.98, Case 360/96, points 42 and 43. See also the judgment of 1.2.2001 in Case C-237/99, Commission v. French Republic,
“HLM”, points 41 and 42.

9 Conclusions of Advocate General Darmon of 4.5.1988 in the Beentjes case cited above, point 35.
10 See, for example, Article 30(1) of Directive 93/37/EEC. In this context, see also the conclusions of Advocate-General Colomer
presented on 5 June 2001 in joined cases C-285/99 and C-286/99, Lombardini, footnote 23.

11 In the context of a contract to provide computer services to all the employees of a local authority (services under Annex IA),
a criterion relating to themethod proposed by the tenderer to ensure, at all times and in a satisfactory fashion, a quality service
which meets the needs of any disabled person, may, in principle, be one of the criteria to be taken into account in determining
the most economically advantageous tender.

12 In the case of services contracts, this might for example involve establishing a policy aimed at promoting ethnic and racial
diversity in the workplace, through instructions given to the persons in charge of recruitment, promotion or staV training. It
may also involve the appointment by the contractor of a person responsible for implementing such a policy in the workplace.
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Witnesses: Mr Elliot Morley, a Member of the House, Minister of State for the Climate Change and the
Environment;Mr Bob Andrew, Senior Policy Adviser, Sustainable Procurement; Defra;Mr Andrew Soper,
Head of Sustainable Development and Commonwealth Group, FCO; andMr John Hudson, Senior Policy
Adviser, Rural Livelihoods, DFID, examined.

Q254 Chairman: Can I welcome you all to our Sub- into the international agreements, whether through
the FLEGT process or the UNCCC process, for theCommittee this afternoon. We do understand,

Minister, that you have to go at 3.45. future. I think we can say at this stage—it is not over
yet—that so far we have had a very successful G8Mr Morley: I think, for the importance of this
presidency.Committee, we can stretch it a bit longer ifwe need to.

Q256 Chairman:What we want to try and get downQ255 Chairman: In that case, we are delighted,
to, apart from the rhetoric which comes out of it, isbecause we understood that the oYcials would
how that is translated into actual action on thecontinue if you had to leave. With no more ado, can
ground. For example, you mentioned St Petersburg,I formally welcome you to the Committee. We are
all these meetings—are they just a talking shop?Youvery pleased that we have three diVerent
have not really mentioned the action that is comingDepartments represented here. Obviously, having a
out of this.joined-up approach and having a joint
Mr Morley: What has come out of the G8 so far ismemorandum to our Committee is really important.
the agreements on aid, the St PetersburgWhat we wanted to do by way of introduction was
agreement . . .perhaps for you just to set out for us the diVerent

departmental roles with regard to this important
issue and how you have recently been taking the Q257 Chairman: In respect of the agreements on aid,
agenda further forward. is that linked to sustainable forestry procurement?
MrMorley: I should start by saying I am very glad to How are those statements on aid actually linked to
be joined, as you say, by oYcials fromDFID,Defra, forestry, the issues of illegal logging, sustainable
FCO and also our Proforest consultant as well, who timber?
sits on the Central Point of Expertise in Timber. In MrMorley:The statements on aid do focus on direct
relation to the G8, I think that the outcome of that aid through development. However, through the
has been a very positive one, in the sense that, as you development agenda, there is no contradiction
know, the Prime Minister made the twin themes of between such things as sustainable forestry
our G8 climate change and aid to Africa. On aid to management and poverty alleviation. I know that
Africa, I think I can say in all honesty it has been an DFID has done a lot of work in this area, working
enormous success, where the UK has been seen to with communities who depend on forest
have given a significant lead in terms of debt environments. In fact, there is a very high number of
restructuring, boosting aid, and also in that lead people who are dependent on forest ecologies in
pulling together NGOs, civil society, diVerent relation to their own living. That is part of the
organisations, businesses, in terms of engaging with development agency. On the climate change issue,
the agenda both of aid and of climate change. On the what has come out of that in terms of trying to get
issue of forestry, which we are discussing, we did joint working, both inside and outside the
host the first ever Joint Environment and Conventions and the Protocol, is opportunities such
Development Ministerial under the G8, and from as forestry as a CDMmechanism, forest products in
there came an extremely positive statement on illegal relation to sustainable energy, for example, and the
logging that was signed up to by Russia, the United St Petersburg meeting will be under the FLEGT
States, of course, the G8 countries, and Japan, all of process, which is an opportunity for some legally
whom are significant importers and, in the case of binding agreements to come out of FLEGT, in the
Russia, a significant producer of timber. As you same way that the EU FLEGT has now achieved
know, from that G8 Ministerial, Russia stated then political agreement.
it was going to host a meeting this autumn in St
Petersburg to take forward the whole issue of illegal

Q258 Chairman:We will come on to FLEGT.logging and FLEGT, and that is going ahead. The
Mr Morley: I just want to say the EU FLEGT wasprocess on climate change was also very positive in
encouraged by the G8 Ministerial on environmentrelation to the outcome ofGleneagles. Perhapsmore
and development, because we did press theimportantly, the Gleneagles dialogue, of which we
Commission to make sure that the process and thehave just had the first meeting on 1 November at
details were brought forward in order to haveLancaster House, which included the G8 and the
political agreement on the EU FLEGT under theplus-five group of the big emerging nations, and it
UK presidency. So that had a role to play in termswas an opportunity for an informal discussion,
of moving that process forward as well. So those arewithout pressure on countries to sign up to a
tangible outcomes.particular deal. That is not the function of G8. In

terms of internationally binding agreements, the
venue for that, quite rightly, is the UN organisation. Q259 Chairman: China. A meeting has taken place
TheG8 is not in competitionwith theUNbut I think with China today. What is China’s position on all
it has been very successful in bringing countries of this?
together, in finding areas of common ground in all Mr Morley: China recognises that there is a serious
these areas, of illegal logging, aid and climate problem with illegal logging. We have engaged with

China on a number of levels and a number of fronts.change, and building consensus which can then feed
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Q260 Chairman: So the UK has raised this issue? important move forward and it is one I think we can
Mr Morley: Yes, on a number of occasions in the build on in terms of engaging more and more
formal talks and dialogues that we have both in this countries.
country within the G8 process and also I have been
to China a number of times myself and had talks

Q264 Chairman: But time is running out, is it not?there with my opposite numbers on the issue of
The time that we have to provide that multilateralillegal logging.Mrs Beckett is there at themoment at
agreement is running out given the destruction therean energy eYciency conference and it is on her
is in forests at the moment. Is that not something weagenda as well.
should be pressing for now within that G8
framework?Q261 Chairman: So when we hear about these new
Mr Morley: We should be pressing for it in everycontracts that are going to be signed to build
framework, because there are more frameworkssustainable cities in China that were reported in the
than simply the G8. In terms of reachingpress, can we be sure that they will not all be using
international agreement, I come back to the pointlegally logged timber?
that the G8 is not really a forum for internationalMrMorley:They are being built under the banner of
agreements. There are other international foraeco-cities and there is a considerable UK input into
where you seek those agreements, and that is wherethis in relation to particularly the design and the
we should do that. The G8 is quite important inarchitecture.
terms of working for that, confidence building,
sharing information, sharing technologies. That is

Q262 Chairman: So the procurement will be quite useful. I think the real place for having a majorspecified, will it? impact on illegal logging is within the EUbecauseweMr Morley: That is a matter for the Chinese
are a single market and if we really want to close oVGovernment, not for the UK, but the Chinese have
markets to illegal logging—and I think that is thecontinually reassured us that they take the issue of
desired end result—the EU is a very important placeillegal logging seriously. They recognise the damage
for that . I agree with you that there is an issue ofit can cause. They did suspend all logging in China
urgency. I also accept and feel the frustration inwhatfor a period because it was linked with erosion
I think has been a slow process, but if you look atflooding, as a matter of fact. They are well aware of
where we are today compared with where we werethe negative impacts of illegal logging. I have also
even five years ago, there has been a remarkableshared a platform with my Chinese counterparts at
move forward, both nationally in terms of what wevarious international conferences. I think it was at a
are doing in theUK, and also globally in terms of thepartnership conference I was last speaking with
strengthening of the FLEGT process, the EUthemand talking about the issue of howwe canwork
FLEGT process, the engagement of Russia, thetogether in terms of dealing with illegal logging.
engagement of China, Japan and the United States.
I think that is all very desirable.Q263 Chairman: Very quickly, to move on to the

FLEGTT action plan, which you touched on just
now, you seem to be saying that there is little chance Q265 Chairman: I think everybody accepts that
of getting any kind of a multilateral agreement on there has been progress. The question is, the more
this issue. Could you perhaps tell us why this is and progress youmake, how you accelerate the next step.
whether or not that is something which has been Can I just turn back to China? You mentioned
looked at within the terms of reference of the G8? China, and one of the issues that has been raisedwith
MrMorley: It has been looked at in terms of the G8 us is the amount of illegal logging that is going into
and it has also been taken forward, of course, in the China and that is reflecting on what then comes out
context of the EU. We have recently had a number of China. In the talks that you have had with China,
of summits, like the EU India Summit and the EU and maybe the talks that are going on over theChina Summit, and in the EU China Summit it was coming days, has that been flagged up at all?agreed that we would work with China in terms of

MrMorley: Yes, it has, and the Chinese accept thatcombating illegal logging. I think there is a number
there is a problem of illegal imports coming intoof approaches that we are taking in terms of the
their country. I actually think that is half the battle.multilateral approach, and clearly, that is the most
If you get a recognition by the countries concerneddesirable way forward but I do have to say, in all
that there is a problem, you really have the potentialhonesty, that there are some diYculties with that
for dealing with it. On that basis, I welcome the factbecause there are some countries—Brazil springs to
that Russia also accepts that there is a problem,mind—where finding a multilateral agreement is
actually linked with China. The biggest problemsactually going to be quite diYcult. Brazil is very
that Russia has are in eastern Russia and the illegaltouchy about these issues, as I know from my work
trade across into China. There is also illegal tradeon international forestry. The EU approach is a
from Asian countries into China as well and, givenvoluntary bilateral agreement base, which has its
China’s economic growth, it is an enormous marketbenefits. I do not think we should be too apologetic
that is pulling in large quantities of both legal andfor the EUFLEGT. It is a significant step forward in
illegal. There are serious issues here, but they areterms of dealing with illegal imports on an EU-wide
recognised by China. I think China does have somebasis. Of course, ideally, it would be better as a

multilateral approach, but I think that is an capacity problems in relation to policing and of
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course, when you do not have established Q267MrAinsworth:The trouble is that some people
are singing, some people are dancing and some arecertification schemes, itmakes it all themore diYcult
doing nothing. If you put yourself in the position ofin terms of dealing with this trade.
a Ghanaian minister—you mentioned Ghana; it is
interesting that they are keen on this, and that is
good—would you not feel slightly uneasy that if youQ266 Mr Ainsworth: You seem pretty upbeat about
signed up to the voluntary partnership agreement,it, and certainly it is true that there has been progress
your timber producers would very probably putin the rhetoric around this issue in recent years. The
themselves deliberately in a positionwhere they wereworry is that that may not be translating into action
being undercut in terms of exports to the EU byand illegal timber is still flooding into the EU. That
illegal logging and illegal exports?is the fact of the matter. Just looking at the FLEGT
Mr Morley: One of the things that we have to do isa little bit more, it seems to me that there is a
to ensure and encourage a premium, particularly forvagueness about the objectives. Yes, it is great stuV,
tropical timber. At the moment there is a premiumbut to “look to assist producer companies”, “in the
for tropical timber, and in fact, there is evidence thatlong term . . . work towards a multilateral
there is a premium for certified timber generally.international agreement”, “aims to encourage the
What I can say is that the proportion of timber salesprivate sector”, it is all pretty waZey stuV, Minister,
which are certified—just taking this country,really. The only area where there seems to be some
because we have the figures—has gone up quitepractical progress is in the licensing scheme. Would significantly from single figures to over 30% of theyou agree with that? market. There has been a very big increase. So,

MrMorley:Yes, I think it is not unreasonable to say again, I understand what you say but I think by
that the FLEGT process compromises in a whole policies such as our own in terms of a government
number of areas, first of all to get the agreement of procurement policy, which is being followed by a
the EU, because there are diVerences in attitude number of European countries and there is a lot of
between diVerent Member States, there are interest in it, that is the kind of mechanism that does
arguments about how far you can go legally within ensure that there is a premium for certified timber,
the WTO context—there are quite complex and we are now beginning to see this.
arguments about that—there are arguments about
whether it is better to have the voluntary approach

Q268 Mr Ainsworth: But there is no guarantee ofor the compulsory, multilateral approach. If you go
that premium. We have been told that Forestdown one route it could take you years, frankly, to
Stewardship Council-certified plywood fromnegotiate. One of the advantages of a voluntary Indonesia and Brazil is not finding a market hereroute is that you can move immediately. We have because it is being undercut by cheap imports of

agreements with countries like Indonesia. We have plywood from China, for example. The problem is
our ownMOUwith Indonesia, which I think is very that the whole system is full of holes, is it not?
welcome. We will now encourage Indonesia to MrMorley: The system is not perfect and it will take
convert that into an EU agreement. We know that time to get it perfect, but it can have an eVect. You
Malaysia are interested in negotiating an agreement mentioned plywood; I can tell you, Chairman, that
with the EU, and we know that Ghana is interested. following the MOU between ourselves and
I think we can see some rapid process in terms of Indonesia, Indonesian plywood exports to the UK
negotiated agreements with a number of producer dropped by 50%, and that is because many of the
countries. It can also be linked, incidentally, to the exports could not meet the criteria. When you have
kind of aid package that we have with Indonesia, that drop, it means that those who can meet the
where not only do we have an MOU in relation to criteria can get into the market. I think there are
certified timber, we also provide support through swings and roundabouts here. I do not
DFID in terms of capacity building so that they can underestimate what you are saying, that yes, there is
put in place the kinds of mechanisms and measures indeed a risk, if you have countries who apply good
they need to enforce and implement the scheme. We standards and other countries that do not, of being
can do that through the EU with a range of undercut, but I think what we are seeing in our own

country and in others, who in all honesty have beencountries, and I think we can do it pretty fast with
influenced by what the UK has done, is thequite a number. That is what I would like to see. So
establishment of a certified market whereby if youwhile your comments are not entirely unjustified, the
are not certified, you do not get into the market, andtrade-oV that we have to have is whether you go for
I think that is very desirable.an all-singing, all-dancing scheme that could take

you years to negotiate, or whether you go for what
has been agreed, a scheme where you can negotiate Q269 Chairman: Is that not a case for multilateral
voluntary agreements comparatively fast, and you agreements, because what you have just said in
have a framework that you can build on and tighten respect of Indonesia could well be giving huge
in due course, particularly as the Commission have advantages, but not if then there is illegal timber
committed themselves to the additional measures going into China, which is then coming through by
which will strengthen and add to the EU FLEGT the back door?
process. I would like to see a stronger scheme, but I Mr Morley: Yes, we do have to address the issue of
think what has been agreed is a major advance, and circumvention, and that is one of the additional

measures which is being brought forward by theI do not think we should underestimate that.
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Commission that we intend to apply to the EU Q272 Mr Ainsworth: You touched on the way that
the Government’s procurement policies have helpedFLEGTagreement. There are some real issues there,
themarket to achieve some of the changes which youbut I come back to the point that I made, in that of
have discussed. Do you think it would be helpful ifcourse, the ideal is to have a multilateral agreement,
there were an EU-wide harmonised governmentbut you have to negotiate that probably on an
procurement procedure, which is something that hasinternational basis, and it would take years, and
been floated by PFC recently?there are some countries who I know at the moment
MrMorley:Yes, it would be helpful, as long as it wasjust would not sign up to it. I always think on the
not at a level lower than we apply ourselves.balance of these things, although my instincts, like,

I suspect, the Committee’s, are for multilateral
approach, I am interested in forging ahead and I Q273Mr Ainsworth:Lowest common denominator.
think on this basis Indonesia will sign up, I think Mr Morley: That is always a risk with these things,
Malaysia will sign up, and it is quite important as you obviously understand. I would not want to be
having Indonesia and Malaysia because that deals pulled down to the lowest common denominator in
with a very big channel of potential illegal timber. I these issues. I am very proud of what we have done
think we can make real progress on this, and I also in the UK, and it is not just the Government,

although I think the decision to go for a governmentthink that, as we establish this market, the market
procurement strategy has been a very importantitself will drive the issue of certified timber.
catalyst. I am very proud of the way the industry has
responded and the ngo involvement, and it is clearly
influenced other countries. We know that GermanyQ270MrHurd:Minister, how do you define success
is looking to have a similar system to the UK,in this limited, partial, imperfect approach that you
Netherlands,Denmark, Sweden—all these countrieshave described? How do you define success, how do
are in the process of putting in place a very similaryou monitor success, and how long do you give it?
approach, that we have pioneered here in the UK. IMrMorley: I would define success by the percentage
am not saying everything we do in the UK has beenof certified timber that is taking market share, and
perfect in this respect. I think there are areas we stillwe are seeing a rise in that already. That is partly
need to develop within our own strategies, but it hasbecause of theUKpolicies in theUK. I would define
made an enormous diVerence—faster, incidentally,success by the establishment of certified schemes in
in relation to what Mr Hurd was saying in terms ofall exporting countries in chain of custody, linked
timescale, than I would have thought in the way thatwith support for those countries who qualify in
the market is responding.relation to aid for capacity and for organisation, and

I would also measure success by the percentage of
Q274 Mr Ainsworth:With a little help and goadingforests which are in schemes which are sustainably
from Greenpeace. Where would you recommendmanaged. You can measure this by the proportion
that Greenpeace invest their time and energy now?that is going into this, and I think the measure of
Mr Morley: I think Greenpeace make the point insuccess is to see that proportion increase year on
their own inimitable way. Nevertheless, it does tendyear.
to focus attention on the issue of illegal trade, and it
certainly has an influence on the retail sector.

Q271 Mr Hurd: How long do you give it before
reverting to the ideal route, which is the Q275 Mr Ainsworth: Can I very quickly ask you
multilateral route? about the licensing system which was agreed last
Mr Morley: I repeat the point: if I had my way, it month? Do you think it is robust enough? We have
would be tomorrow, but I just think we have to be had some criticism from some of the NGOs that it
realistic in where we are within the international was fairly watered down in the end, and the third-
context and what is achievable and what is not. The party monitoring has been taken out of it. Are you

content that it is suYciently robust?market is a very powerful tool. I have been
MrMorley: I think, like all things, it could be madestaggered, Chairman, by the influence in the market
better, and I come back to the point really, if I amin the UK timber sector by the UK’s government
being quite frank with the Committee, you areprocurement strategies, and also, to be fair, the very
always going to get these arguments about whatpositive reaction from our own UK timber
people will and will not agree. My view is that whatindustries and the way that they have responded
we have in the political agreement on the FLEGT isenthusiastically, with support from the NGO
a good framework for taking these issues forward,community. The market is driving change, and you
and I do not see it as the end of the process; I see itonly have to look at the percentage of certified
as the beginning of the process. We have atimber which is demanded by themarket. In terms of
framework to develop.timescales, although we must drive this on through

international agreements and through the FLEGT
process and through multilateral negotiations, I Q276 Mr Ainsworth: Would you, for example, be
actually think, particularly in developed countries, arguing in that ongoing process for installing
that the market will drive changes further and faster independent third-party monitoring?
than we can probably negotiate them Mr Morley: I think there is a role for independent

monitoring, yes.internationally.
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Q277 Mr Ainsworth: So you will be actively arguing we have worked with them already, initially to
identify the kinds of changes in their enforcementfor that?

MrMorley:Yes. I think we have to look at that, yes. and management systems within Ghana that would
be needed to satisfy a licensing scheme.

Q278 Mr Ainsworth: Finally, have you had any
discussions with the Austrian Government, who Q283MrHurd:Wehave taken evidence over the last
obviously take over where we leave oV at the end of few weeks from a wide range of interests in this
the year, about their attitude towards this issue? This debate, and it has been striking the degree to which
is a very partial process at the moment, is it not, and we have received a consistent message in favour of a
it will need political will to drive it forward? ban on the trade of illegal timber. You have said
Mr Morley: That is absolutely right, and we have yourself today that the system of voluntary
had discussions with the Austrian Government and partnership is not perfect. Would it not be
we do expect the Austrian presidency to oversee the strengthened by underlying legislation to ban entry
bringing forward of those additional measures of illegal timber into the EU?
under their presidency, and I know that the Mr Morley: Yes, that must be the objective. That is
Austrians are very keen on this. where we must get to so that we are in a position to

completely ban the entry of illegal timber into the
Q279 Mr Ainsworth: They have said that? UK. There are measures that we can take already in
Mr Morley: Oh, yes. terms of dealing with illegal entry but of course,

because we are in a single market, as we all know, we
Q280Chairman: I just want to take you back to what must have measures that mean that, even if we have
you said aboutGhana. I know that theUK is leading unilateral, national measures, they could not be
on the talks with Ghana about the voluntary circumvented by simply going into Rotterdam and
agreement. Could you give us any feedback on the coming over in relation to direct imports internally
talks that you have had, where the whole which are not subject to any checks. So we have to
arrangement has got to, concerns they might have, have controls at all EU ports of entry.
things that still need to be ironed out in respect of
that voluntary agreement?

Q284 Mr Hurd: Do you welcome the initiativeMr Morley: I cannot give you great details. When
apparently taken in Germany in terms of draft lawyou talk to the oYcials, perhaps they can give you
to ban illegal timber?more detail on that. What I can say to you though is
MrMorley:Yes, I am very interested in this Germanthat I have met Ghanaian ministers and I know that
draft law and I have been following it with somethey are very committed to this process, and very
interest. As you say, it is draft; it is not agreed; it hasenthusiastic about it.
not been discussed, and, as I understand it, it is very
akin to what the Americans have, which is the LaceyQ281 Chairman: Given the time we have, I just
Act. I actually think the Lacey Act is a very powerfulwonder whether the oYcials might like to come in at
tool and I would really like something along thosethis stage to answer that.
lines here in the UK that we could apply, and theMrHudson: Can I say something about Ghana? We
German system is very akin to it really. It ishave had discussions for several months now. We
something which I am looking at with interest.have been supporting consultations within Ghana
Chatham House is doing some work for us onbetween the Government, industry and NGOs. We
looking at potential measures, and I know this is onehave been party to their preparation of a plan of
of the potential measures that they are examining inaction. Members of Parliament have been here, the
detail, and I have some enthusiasm for it.Minister has been here, they have expressed their

interest. They had concerns initially that this
FLEGT licensing scheme might be a trade barrier in Q285 Chairman: Can I just press you on what
disguise. I think we reassured them about that. ChathamHouse are doing? Have you actually asked

them to come forward with how you could legislate
to have a ban?Q282 Chairman: How have you reassured them

about that? They are afraid, are they not, about Mr Morley: Yes, we have asked them to look at a
range of options for us, and one of them is how wehaving to pay extra premium payments, which come

at a cost? Where is that cost going to come from? can take stronger action in relation to illegal timber,
and this may be one of the ways in which we canMr Hudson: Earlier this year representatives from

the UK and European industry went to Ghana address it. It has some particular attractions. One is
that it is legislation that deals with possession, sofacilitated by the UK Government to meet their

counterparts to explain how the market was therefore it is actually not an import measure, which
can get you tangled up into WTO rules. So it haschanging in the UK and Europe as a whole, and that

this was a genuine response to the market in which attractions on that basis, which certainly appeals to
me. I am also very interested in applying some of ourthe Government was involved and it was not

something that was being driven solely by national legislation, in particular the Proceeds of
CrimeAct.We believe that if we have the evidence—Government. I think they were persuaded by that.

Ghana does have systems in place, and has had in the you need the evidence, as you will appreciate—of
illegal shipments, we could apply that legislation andpast, tomonitor legality, tomake sure that things are

done properly, but they do not work completely, and seize the proceeds.
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Q286 Mr Hurd: Just to be clear, is this an idea that Mr Morley: The main obstacle, as I say, is that you
have to insist on all timber entering the EU beingis being actively promoted within Government or is

this Minister musing in the bath? certified. I actually think that is no bad thing. I make
that absolutely clear to you. But there areMr Morley: This is the Proceeds of Crime Act. I do

think in the bath, actually, but not all my thoughts considerable problems legally with that and it is
likely you would find yourself in all sorts of legalare particularly welcome in various aspects of

government, but this is one where I can assure you it arguments. As I say, it is not a reason for not doing
that, but nevertheless, I just wanted to impress uponhas been seriously considered, and in fact, there was

a shipment not very long ago where we looked the Committee that it is not a simple argument.
specifically as to whether we could apply it.

Q290 Chairman: Presumably, the oYcials have
discussed this in respect of negotiations that haveQ287 Mr Hurd: Finally, what prospects would you
been going on inside the EU.see for EU legislation to ban entry of illegal timber
Mr Morley: Of course.into the EU?

Mr Morley: I think ultimately that is where we
should get to. Again, I have to be quite honest with Q291Chairman:Wewould really like to knowwhich
the Committee, that on the face of it—and it applies are the European countries objecting to this and
to myself—you think having a ban on illegal timber where the criticism or where the objections are
is logical and simple. Who could possibly object to coming from. We need to know what the scale of
that? However, when you look at the international them is really.
law, it is a lot more complex than you might think, MrMorley: The objections are more from countries
basically. Having said that, it is the logical not within the EU but which are exporters to the EU
conclusion, the logical end result of this process. really. That is where the potential challenge would

come from.
Q288 Mr Hurd: Is there an active process to discuss
those complexities? Q292 Chairman:Which countries?
Mr Morley: The discussion has been in terms of Mr Morley: No-one has brought a challenge so it is
national discussions. There have been discussions in a bit hard for me to point a finger and say, “They are
the FLEGTprocess, where there were countries who the culprits. They are the guilty ones,” although I
were interested in the FLEGT process leading to an think if you look at those countries who do bring
outright ban on illegal timber, but it is fraught with challenges at theWTOandwhy, I think it might give
diYculties in relation toWTO, for example, because you some clues.
to have a ban on illegal timber, you would basically
need a compulsory certification scheme. Otherwise, Q293 Chairman: But presumably there are ways ofhow would you know what was legal and what was dealing with this not just through the WTO. Doesnot? You would therefore be insisting that all timber this not depend on whether or not we are dealingcoming into the market was certified. That means with trade legislation or environmental legislation?that you would be applying that to countries where MrMorley:Yes, it does. This is the legal base, but itillegal timber is not a problem andwhere they do not does not get you out of this problem in relation tohave certification for everything. You would be FLEGT.leaving yourself open to a challenge at the WTO.
That is not a reason for not looking at implementing

Q294 Chairman: Surely, where there is a will, therethis, and I think a ban on illegal timber is entirely
is a way. The forests are disappearing at a fast rate.justified and defensible even within the WTO
Mr Morley: They are, and I absolutely agree withcontext. But there are considerable legal diYculties
you, but the priority that we have given to this issueand I think that the way forward is probably a step-
in the UK—and I would honestly say that the UKby step process, and what we are seeing with the EU
has influenced all these areas more than any otherFLEGT is the beginning of that process, not the end
country internationally—is not shared by allof the process.
countries.

Q289 Chairman: We talked just now about
Q295Chairman:Therefore you shouldwish that youGreenpeace and the work that they have done to
could do more.expose the need for legislation and voluntary
MrMorley: I do wish we could domore, and we willagreements and all kinds of action on this issue.
do more. I have no doubt about that, and I find theSurely, when Greenpeace say to us that it is quite
pace of change frustrating, but you have to push on,easy to ban the import of counterfeit goods or
and we are pushing on, and we are making progress.something of this kind, which have nowhere near the

impact of the import of illegally sustained timber,
the Government should be doing more. You said Q296 Chairman: I think we need to know where

those obstacles are in order that maybe thisthat you would like to see a ban. Are we just hiding
behind WTO rules? There must be some way that Committee could even give added support to the

Government to make even more progress moreyou can cut through the obstacles. We would like to
know what those obstacles are. For example, what quickly.

Mr Morley: The WTO is one of the obstacles. I willobstacles has the European Union thrown up in one
form or another? be quite clear about that.
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Q297 Chairman:Which bit of the WTO? raised, we do not know what form it takes. We are
Mr Morley: In relation to the trade base, because almost ready with a methodology. What we are
there is if you had a system whereby only certified aiming to do is to consult with stakeholders.
timber could come into the UK, which, as I say,
seems perfectly reasonable to me, but on that basis

Q302 Chairman: Can I just ask which thethere would be the potential for a challenge that you
stakeholders are?are discriminating against countries that have well-
Mr Andrew: At the moment it is the Timber Trademanaged timber industries, that do not have illegal
Federation and the WWF-UK but we are planninglogging, that do not have certification and therefore
to expand the advisory board for CPET and we areare being discriminated against.
looking at potential newcomers to do that.

Q298Chairman:Let usmove on to the Central Point
of Expertise for Timber. That has been set up and I Q303 Chairman: That would include the NGOs,
think everybody recognises that it is doing a good would it?
job, but one of the criticisms is that it is very much Mr Andrew: The idea is civil society and industry
providing desk-based studies of what is happening. representation would be expanded. We are going to
Would you accept that? What sort of verification is review the process and the systems that CPET
there other than desk-based studies of the work that operate, and that would include looking at a
CPET is doing? methodology for not only Category B but for
MrMorley: It is desk-based; that is true, but it would Category A evidence as well.
be very diYcult to approach it in any other way. I
have a great deal of confidence in CPET. There is

Q304 Chairman: If I could move on to sustainablenothing like it in any other country as far as I am
and how the Government is defining sustainable,aware, and it is an attempt to have an independent
there has been some concern that in this instance itanalysis of certification schemes, provide a point of
does not stretch to the social impacts.We reallywantcontact in relation to advice and also, ultimately, I
to press you on that. I can see Mr Hudson noddingwould like to see it provide skill training and support
his head.in relation to helping public bodies distinguish
MrMorley: It is a diYcult area, the issue of the socialbetween the various schemes and understand the

levels of certification which are available. CPET aspect of sustainable forestry. My advice is that it is
also, I think, has a role to play in this verification not, in terms of contracts, legally possible to insist
that Mr Ainsworth mentioned in relation to making upon the social element in relation to sustainable
sure that, for example, in the contracts we have, the forestry management. I have asked oYcials to
contract stipulation is being met. I think they have a review this as part of discussions that we had with
role to play in that, for example. NGOs as well, and that is currently being done to see

whether or not the legal interpretation that we
currently have is correct. But at the moment, theQ299 Chairman: So you do not think there is any
legal advice is that we cannot include social indanger that you could be endorsing schemes that do
relation to the contract stipulation in the definitions.not meet the required criteria?

Mr Morley: I think there is always a risk that
schemes claim to meet the criteria and they do not, Q305 Chairman:When you say what your advice is,but I think CPET does have the capacity to examine

is the legal advice provided by the UKGovernment,that in detail to make sure that they do.
which presumably does not fit very comfortablywith
the position in Denmark?

Q300 Chairman:Would that stretch to a complaints MrMorley:No. It is true that Denmark have taken
procedure? a slightly diVerent approach, although their
Mr Morley: I think that is taking it to another approach only applies to tropical timber, and it is
dimension in relation to what CPET’s role is, and I also voluntary while our procurement strategy is
am really not quite sure whether CPET is the right compulsory. So there is a diVerence in Denmark in
forum for a complaints procedure. relation to that. I know that Denmark are looking

again at their position, and I understand that
Q301 Chairman: Turning to Category B criteria, Denmark are considering applying this criteria in
would you agree that this is a very urgent issue and their definition of sustainability as a compulsory
that the guidance, when it is available, must be clear? requirement. Our advice is that that would not be
We were wondering when we could expect that legal. We would be very interested to see what
guidance. happens in Denmark. If Denmark has a court test
Mr Morley: Yes, I do accept that the guidance case, that will save us all a lot ofmoney.Obviously, if
should be clear. I do not know when we can expect Denmark think they can do it successfully, we would
it. Youmight, Bob. I am also not quite sure just how want to know why we could not apply it as well.
much Category B actually is coming in. I do not
know whether you can answer that.

Q306 Colin Challen: I just wanted to clarify that weMr Andrew:We have already have a draft produced
are talking about WTO rules as being clarified hereby CPET of themethodology for assessing Category
in terms of legal advice. There is not any otherB but it has to be on a case-by-case basis in terms of

implementation because, until it appears, until it is particular context for that?
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Mr Morley: It is the WTO context, is it not? further with social criteria, then we would have to
reassess all the certification schemes that we haveMr Andrew: European Procurement Directives.
looked at, becausewe assess them against the criteria
that we have set, and if we change that, we wouldQ307 Colin Challen: So it is European Directives,
have to carry out the reassessment. So it is notnot the WTO in this particular instance?
possible to say here and now that any of the otherMr Morley: It is linked with that.
schemes would not pass that reassessment. I thinkMr Andrew: European Procurement Directives
you are suggesting that possibly that is the case, thatensure that we comply with WTO rules but they go
FSC has such a high standard in terms of socialfurther in terms of being able to specify social
criteria that the others could notmeet it, but I amnotcriteria, I believe.
sure that that is the case.

Q308 Colin Challen: In permitting it or actually
Q313 Chairman: Just so that I am clear what you arepreventing it?
saying, when you say if we could establish, youmeanMr Andrew: The European Procurement Directives
if you were able to get a legal opinion that wouldhave more stringent requirements in terms of what
allow you to extend the definition to social, and thatcan and cannot be done in public contracts, in terms
is something which you are actively seeking.of technical specifications and selecting suppliers,
Mr Morley:We are seeking a legal opinion, yes.etc.

Q314 Mr Ainsworth: I had no idea that it was aQ309 Colin Challen: So they would tend to gold-
golden rule of Government that public procurementplate the WTO rules rather than the other way
was not allowed to further secondary aims, which isround, to use that expression which is sometimes
something that no doubt this Committee will wantapplied?
to investigate in the course of its inquiry.Mr Morley: I do not think it can replace the rules,
Mr Morley: A rich seam, I think, Chairman.but I think it is an interpretation of how the rules

would apply to European procurement.
Q315Mr Ainsworth:Can I ask you about the CPET
helpline? What number of calls have you had to thatQ310 Chairman: Just to be clear, you are in fact
and what sort of questions are being asked?telling us that you are constructively exploring
Mr Andrew: It has not been operational very longtrying to get social included in that definition of
but we have had information that to date we havesustainable?
had 40 inquiries. Quite a lot of those are fromMrMorley:We are trying to get legal advice that we
suppliers.could include social within the definitions. At the

moment the advice is that we cannot but we are
Q316 Mr Ainsworth: That is over how long?examining that.
Mr Andrew: Two months.

Q311 Chairman: Because, presumably, if that is
Q317 Mr Ainsworth: It is not exactly a deluge, is it?something that you wanted to do and you were
Mr Morley: It is very specialist, in all fairness. It issuccessful in it, the implications would be that, with
not the kind of thing every member of the public isthe accreditation that there is at the moment, you
going to ring up about.would end up, of the five approved schemes, that

only the FSC would qualify.
MrMorley:No, it would not work quite like that, in Q318 Chairman: Why not, if Greenpeace are
that the minimum basis for a government contract successful with raising awareness?
for timber is that it must be legal. We have gone Mr Morley: Because the average person does not
further than that by saying that preference would be buy timber by the tonne generally.
given to timber that was legal and sustainable, and Mr Andrew: I think it is fair to say that part of the
therefore of course you do have to have ameasure of process is to have training andworkshops. CPETare
what is sustainable. We have five certification organising a road show to promote CPET and its
schemes, of which two were originally classified by facilities to local authorities and to other public
CPET as legal and sustainable, and now we have bodies and institutions, and so we expect the volume
extended that to two more, if they demonstrate that of interest to increase when our promotion
they can meet the criteria that we have laid down. It campaign has got under way.
is a question of the preference being given to the Mr Morley: The main categories of people who
scheme, to a contract bidder who can meet those enquired, just for your information, are central
criteria. government, local government, suppliers and the

press. They are the four main categories that have
been ringing up.Q312MrAndrew: If it were established that we have

not gone as far as we can with social criteria, then we
would have to consider the UK procurement policy Q319 Mr Ainsworth: Do you have a system in place

to monitor CPET’s eVectiveness?situation, because there is an underlying principle
that public procurement should not be used to Mr Andrew: Yes, this is part of contract

management with the CPET service provider. Wepursue secondary policy aims, but that would be a
matter for OGC to consider as well. In addition to will have regular meetings where they provide data

on the work they are undertaking, and we will getthat, if it were to be determined that we could go
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feedback on the various projects undertaken. For Mr Morley: They will come under the regional
health authorities. This is an area which wants someexample, theMinister mentioned that they would be

commissioned to go in and look at central clarification but again, as Environment Minister,
because they are government-funded, I would expectgovernment departments to see how well they

understand the requirements of the policy and how them to come within this system really.
well they are implementing it, and so we will get
feedback on that too. Q326 Mr Ainsworth: You would extend that

presumably to projects being built under public-
private partnership.Q320 Mr Ainsworth: Will CPET have any kind of
Mr Morley: That would have to be a contractrole in improving the quality of the data about
compliance issue, but I expect that to be built intotimber procurement within central government?
contracts in the future, and it is also something thatThere is a desperate shortage of good data at the
our task force on sustainable procurement is lookingmoment.
at, and the OGC.MrAndrew: There is some data, as you are probably

aware, from the sustainable development in
government report. It is quite basic but it is . . . Q327Mr Ainsworth:What about projects funded by

the National Lottery?
Mr Morley: I do not think that comes within ourQ321 Mr Ainsworth:We are not impressed by that.
control.I should not go there, if I were you.
Mr Andrew: It does to an extent. We have alreadyMr Andrew: CPET will look at the situation as it is
had aworkshop with theHeritage Lottery Fund andnow and make recommendations for improving the
they are ensuring that grants given under thequality of data, but there will obviously have to be
National Lottery are compliant with the policysome sort of cost benefit analysis of what the
wherever possible. It has been extended through therepercussions for that may be.
Department for Culture, Media and Sport to theMrMorley:Let us be blunt about this: the provision
agency that looks after . . .of data depends on systems which are very much in

the hands of theGovernment, really, and I think that
Q328 Mr Ainsworth: The basic message that I amthere are some issues that we need to address in
getting here, and I hope this is right, is that you arerelation to how individual departments collect a
keen to extend the high standards that you setrange of data, not just on timber, and how it is made
central government to other public bodies, and youavailable both to the Government and indeed to the
are prepared to take action to do that.EAC. I think we have some work to do on that.
Mr Morley: Yes, we are. That is correct.

Q322 Mr Ainsworth: We believe that central
Q329 Chairman: Of course, the question thatgovernment departments are responsible for about
subsequently comes is how do you do that? It would20% of al timber procured in the UK.
be a major disaster were we in a situation where, forMrMorley:Fourteen per cent. That is the last figure
example, the new Wembley Stadium were beingI saw. It might have gone up actually.
built out of illegally logged timber, which we haveMr Andrew: I think it is 40% for the public sector.
been assured is not going to happen, but we have the
new Olympics building. We have so much

Q323 Mr Ainsworth: This brings me on to the other construction going on that it is neither fitting
point. There is no requirement on local authorities comfortably with national or local government’s
or non-departmental public bodies to purchase expenditure, and it does fit in all these diVerent
sustainable timber at all. categories. It is fine to want to do it, but the question
Mr Morley: As far as I am concerned, the is, how can you make sure that every single new
government agencies, the NDPs, should be aligning hospital that is being built is not undercutting all this
their policies with the Government’s sustainable wonderful policy?
policies. Mr Morley: We make sure of that by contract

compliance. We have a very good sustainable
Q324 Mr Ainsworth: Is that an opinion? development strategy, Securing the Future. That is a
Mr Morley: No, no. We are working with that in government strategy.
relation to the Government’s strategies, and
particularly within the umbrella of the sustainable Q330 Chairman: So have you discussed this, for
development strategy, which is a government example, with the Secretary of State for Health in
strategy but which the agencies come within. It is respect of new PFI contracts?
true to say that we do not have that control over Mr Morley: Yes. We discuss it, and we also discuss
local authorities, although we do encourage them to it with what is now the EE(SD) Committee, which
do this, and of course, CPET is also at their disposal has an SDMinister from every department, and one
in relation to advice. But I think it is fair to say, as of the things that we have discussed very recently is
in all things, there are some local authorities which sustainable procurement and how we can apply
are better than others in this, really. issues like sustainable timber procurement to all our

contracts: hospitals, schools, PFI contracts. Some of
these are issues of making sure we get the contractQ325 Mr Ainsworth: Foundation hospitals are not

in the loop either, are they? conditions right, some of them are strategies that
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individual government departments need to be has sought FSC accreditation and is the first joinery
aware of in what they do, but the Olympics, I might company that is FSC-accredited. That is on the back
say, is one of the easier ones, because in our bid for of the volume of work that has been coming in
the Olympics the sustainability of it was a very big because of the government procurement policy, and
feature, and of the board that will be overseeing the I very much hope the Committee has a chance to
Olympics, they will have a duty to further come and have a look at this.
sustainability. There is also a Cabinet Committee Chairman: I am sure, if there is an opportunity to
which is overseeing theOlympics development. They take that invitation up, we will most definitely do
will also have a responsibility to ensure that the very that. The reason I mentioned learning and skills is
high commitments that we have given on the because of the urgent need, I think, to train new
sustainability of the Olympics in terms of its construction workers in this whole new sustainable
building, its management and its legacy are applied, agenda.
and I am very confident that they will.

Q334 Mr Hurd: I have got some questions aboutQ331 Chairman: Finally, in respect of CPET’s role, certification and the criteria for certification, but,one of the things that you mentioned was liaison
before I go into that, I am keen to draw you out awith other government departments, but I am
little bit more about how the Department is goingparticularly interested in the learning and skills work
about widening the audience for CPET. Youthat is being done. It is fine to have all of this, but if
mentioned the website and youmentioned there waswe are not training people, it is not clear to me how
an initiative to try and get new eyeballs to thatnew construction skill workers or those people who
website, but what is the department doing to widenare going to be responsible for procurement on the
the net for CPET beyond the public sector? Howground, all that management training that needs to
much money is being spent?go on, is going to be passed on and what role CPET
Mr Andrew: The CPET service provider ishas in that.
organising regional training workshops and we areMr Andrew: At the moment CPET does not have a
in the process of doing that now. In addition to that,remit to extend beyond public sector buyers and
we also will use the regional centres of excellencetheir suppliers, but there is a new website for CPET
that have been set up recently to improvethat has just been developed and is now available,
procurement across the board, not just in terms ofand is available to all, of course. As part of the
timber. These regional centres of excellence willpromotion, CPET will be promoted to architects
eventually be able to feed into that as well and get theand engineers and so forth, but in terms of training
CPET service advertised that way. At the momentconstruction workers, we have not actually
we are concentrating on the beginning of theformulated any proposals or plans for that at the
process, because CPET phase two has only just gotmoment.
underway, through training workshops on a
regional basis.Q332 Chairman: Is that not an oversight?

Mr Morley: I think it is a capacity issue, Chairman.
We have had to financeCPET, get it up and running, Q335 Chairman: I have to say at this stage, I am
get it working. unashamedly going to use the Chair to invite CPET

to come and do one of these training sessions in the
new construction skills college that is being openedQ333 Chairman: Is CPET short of money?
as we speak, which I should be present at but I amMr Morley: It is not short of money, no, but we do
unable to be there because of this Committee. Wehave to budget for it and find the money, as you can

understand. These are areas that we would like to have got a new construction skills college in Stoke-
develop, but this is part of the development of the on-Trent North, a five million pound new college,
whole concept really. and it would bewonderful if we could have a training
Mr Andrew: The timber trade’s own responsible session there so that we can move forward and
purchasing policy has a role to play too. They are, understand this whole agenda. I shall look forward
through their policy, informing and training their to hearing from you on that.
supply chains, so the two facilities together will have MrMorley: That is pretty unashamedly, but I think
an eVect on the supply chain and the education of it is very desirable, and I very much welcome that
people involved in it. investment in your constituency as well.
Mr Morley: Just as an aside, Chairman, you might
like to know that Defra is just completing a major

Q336Mr Hurd:Certification. There have been somerefurbishment of its Noble House building. I very
concerns expressed to the Committee about themuch hope the Committee has a chance to come
PEFC (Programme for the Endorsement of Forestover and have a look at this, becausewe have applied
Certification) schemes, particularly the fact that it isvery high standards of sustainability in the way that
an umbrella scheme for a large number of nationalrefurbishment is being carried out. Part of that is the
schemes all of which operate at diVerent standards.timber used in that refurbishment was FSC, as it
Could you give us a bit more detail as to why youhappens, because that is what got the contract but,
selected the initial five schemes and, in particular,as a spin-oV, there has been so much FSC timber
why, for example, CSA and SFI, which are part ofconstruction going on just in Defra that my

understanding is that one of the joinery companies the PEFC umbrella, are being assessed separately?
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Mr Morley: Can I just say, Chairman—and this Q340 Mr Hurd: Would it not be safer for us to
improve individual national schemes rather than themight be helpful—I think when this was fixed up I
umbrella scheme?had an appointment to go to which has now been
Mr Andrew: That would be one solution, but, ofcancelled, so I do not have to go, but I know you do
course, the resources needed to do that would bewant to speak to the oYcials, so perhaps if you want
quite considerable.to direct a few questions . . . .

Q341 Mr Hurd: Does approval of PEFC mean you
Q337 Chairman: I think we are more than happy for endorse all the individual national schemes within
the oYcials to add as and when it is appropriate for that organisation?
them to do so. Mr Andrew: By approving the PEFC, yes, because
MrMorley: That is fine. I will ask Bob to respond to we cannot distinguish on a label. We cannot tell the
this and I will bring the oYcials in, but there might diVerence. There is no indication of the forest of
be something I want to say on this myself. origin.
Mr Andrew: We chose those five schemes because
they represented the majority of certification Q342 Mr Hurd: Can I take you on to CPET criteria
evidence that we have received and so we were and scoring. We have heard some concerns that the
familiar with those, we thought they were major narrow range of schools used in assessing the CPET
schemes. I think it is fair to say that the SFI scheme criteria have not prevented criticism. Are you
was not part of the PEFC scheme when the concerned that the criteria have been applied
assessment was done. They have since become correctly?
endorsed by PEFC, or are in the process of being Mr Andrew: I am happy that the CPET service
endorsed, but they were not members when we provider has applied the criteria that were agreed
carried out the assessments. after consultation between various stakeholders. It

was not just something that they produced and
applied without doing that, so it was transparent in

Q338 Mr Hurd: In terms of the concerns about that respect, and I am satisfied that the service
diVerent national schemes inside the PEFC, these provider is competent and respected enough to have
are concerns that were expressed in your January done that adequately. I think there is always
2004 guidance on timber purchasing. Have these potential for improvement, and we are going to
concerns been resolved? review the methodology and the criteria in 2006 to
Mr Andrew: They have on paper. The PEFC establish whether it can be improved or not.
scheme, I think you heard evidence from them last
week, has changed its scheme requirements to Q343 Mr Hurd: It has been suggested that you have
improve the deficiencies that we assessed they had in endorsed certification schemes that sanction the
terms of meeting our particular requirements for destruction of old forests. Do you have any
assuring government buyers, that their contract comment on that?
requirements were being met,—they made changes Mr Andrew: That is obviously an opinion that
to those—and so on paper, if all of those national perhaps some observers have, but that is not my
schemes implement those changes, we will be quite understanding. We have to bear in mind that the
satisfied with that, but we know that there are, I assessment was done on the basis of the published
think, 21 national bodies that need to do this, and so scheme, not performance on the ground, and,
we made it clear to PEFC that we would be checking however good a scheme is, there will always be the
to make sure that they are, indeed, within a possibility and danger that it is not being

implemented properly, but that is the responsibilityreasonable timescale, changing their systems. They
of robust and credible auditing and certificationwill not necessarily be able to make the changes on
systems, and so, provided that there is anthe ground immediately because of the way the cycle
independent verification of what is happening on theof forest certification audits and standards are set, et
ground, then the scheme should work.cetera, but provided their systems are changed that

would be suYcient.
Q344 Mr Hurd: Is that not the fundamental flaw in
the PEFC, that it is just a paper-based certification

Q339MrHurd: If one of the 21 failed to change their scheme?
systems or gave you serious grounds for concern, Mr Andrew: No, I do not accept that. My
would you remove PEFC or just that national label? understanding is that it is performance-based, and
MrAndrew:We could not remove the national label the changes that have been made are suYcient to
because the PEFC system is such that you cannot give us that assurance.
distinguish between national bodies. So if one failed
and that meant, on a sample basis, it was indicative Q345 Mr Hurd: Coming back to the question of the
that others could also be defective, we would have to scores, would the problem not be addressed,
relegate the PEFC scheme to assurance of legal only, partially at least, if you had a further category of,
but it would be up to the PEFC council to take say, mostly addressed rather than as a step between
action themselves if they thought it was appropriate, partially and fully addressed?
and, if they did not want one scheme, to queer the Mr Andrew: You mean a fourth category, so that

there is a zero score, a one, a two or a three?pitch for the rest of them.
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Q346 Mr Hurd: Yes. Q350 Chairman: We have noted your comments
there. Before we wind up the session, I am consciousMr Andrew: To be honest, I am not sure. I would

have to go away and think about that and see what that Mr Soper from the Foreign and
Commonwealth OYce has not had an opportunitybenefits that might produce. As I say, when we

review the methodology for assessment, these sorts to contribute, and given that we have changed the
format of our session to accommodate diVerentof issues will be discussed at the CPET reference

board. timetables, I wondered if there was anything in
respect of the whole area that we have covered,
Mr Soper, that you wish to add.Q347 Chairman: Can I ask finally on that, some of
MrSoper:Very briefly—Iwill not take upmore thanthese criticisms obviously have beenmade byNGOs.
two minutes of anybody’s time—all of these issuesAre you in continuing dialogue with the NGOs on
that we are discussing do by definition have a largethese particular points of diVerence?
international dimension, and a lot of themultilateralMr Morley: Yes, we are.
processes that are being used to pursue them, like theMr Andrew: Yes.
G8 and the EU and other UN mechanisms, and so
on, are obviously mechanisms in which the Foreign

Q348 Chairman: You are? OYce and its posts overseas are very much involved.
Mr Andrew: Yes. Our role is not to have a separate approach or a

separate policy on any of these issues, it is to support
Q349 Chairman: Do you see any further progress Defra, DIFID and other government departments
being made in respect of meeting some of their in the way in which they pursue HMG’s
stated concerns? international objectives.
MrMorley: To be honest, Chairman, we had a very MrMorley:Can I say on that and the FCO, we have
detailed meeting with the NGOs and CPET to talk had tremendous support from the FCO in terms of
through all these issues and I thought we had when we want to meet ministers, in China, and we
reached agreement on the way forward on this were talking about other countries, Russia. The
whereby the endorsement of PEFC was provisional FCO have played a crucial role in facilitating that,
in terms of meeting some of the standards. However, setting up those meetings, giving us a great deal of
that did not stop the NGOs from criticising the legal technical support, not just in forestry but other
schemes, as is their right—I am not quibbling about international bodies like CITES, for example, and it
that—but I would like to put this point bluntly to the is a very good example of joined up government.
Committee. I think there is an element ofNGOswho
believe that there should only be one scheme and

Q351 Colin Challen: I notice the job title that youthat is FSC. FSC is a very good scheme—I do not
have, which is Head of Sustainable Developmentdispute that—and I have just given you an example
and Commonwealth Group. Are those two aspectsof how the Government uses it itself, but FSC
linked or is it just that you have to cover two desks,cannot supply the volumes of certified timber that
as it were? I am wondering if our historicwe need or the country needs. PEFC actually has the
relationship with the Commonwealth provides uslargest proportion of certified timber in relation to
with more grounds for optimism that we can makeall the schemes. PEFC oVered to change their
progress in this particular area?criteria tomeet the criteria that we have stipulated as
Mr Soper: There is a link. I think sustainablea government, which I think is quite something.
development is one of those areas where theWhat I would say to the Committee as a minister
Commonwealth is quite a useful multi-lateralwhere I am faced with a situation whereby I know
organisation to try to pursue our objectives, in thatthat we need a number of certified schemes to have
it covers a very wide range of countries across thenot just a legal but also a sustainable—and you will
world, and we often find that there are elements ofget arguments about what scheme does better than
expertise within the Commonwealth secretariat, forthe others, and, again, that is quite right and
example, or initiatives that they can pursue andwaysproper—you have a situation whereby these major
in which we can try and progress initiatives with acertification schemes are prepared to change their
small like-minded group of countries, and we will benational criteria simply to align themselves with
trying do those sorts of thing, for example, at thewhat we as one customer, one government, wants,
Commonwealth Heads of Government meeting inwhich I think is pretty considerable, to try and throw
Valetta in two weeks time; so there is a link betweenthat back in their faces and say? “We are not
commonwealth and sustainable development, but Iprepared to look at that and we are not prepared to
should also point out to the Committee that thegive you a chance to meet that criteria”, I think is
group I currently head is about to be reorganisedunreasonable in relation to an attitude, and I think
and the responsibility for commonwealth issues willit is for individual schemes, once they meet the
be moved to a diVerent directorate.minimum criteria that we have assessed, to

demonstrate amongst each other what each is
oVering. It may well be in relation to the contracts Q352 Colin Challen: That means it is being

expanded?that one scheme will be favoured over another in
terms of what they are oVering in any particular Mr Soper: Sustainable development is being

mainstreamed, to use that piece of jargon, throughoutcontract, but I think to try and completely eliminate
all schemes apart from one is not really a realistic the Foreign OYce, and we are trying to promote the

idea that actually most of the Foreign OYce’s work isposition.
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about sustainable development in one form or Q353 Colin Challen: It sounds like a very rich vein
for a further inquiry. Can I thank all four of you foranother, whether it is to do with conflict prevention or

looking at causes of terrorism or international conflict coming along this afternoon. It has been helpful to
have your comments. No doubt the additionalor environmental issues or trade issues or UN reform.

There are many, many people in lots of diVerent posts invitations to the new building and to the new
construction college conversion will be followed upwho do sustainable development even though they

may not have classified it as such up until now. outside of this Committee. Thank you very much.

Memorandum from the European Commission

1. Report on Progress with the EU Action Plan for Forest Law Enforcement, Governance and

Trade (FLEGT)

The EUFLEGTAction Plan sets out a new approach to the problem of illegal logging and the associated
trade, which aims to use the incentives and influence of the EU market to help in the fight against illegal
logging.

The core components of the Action Plan are support for improved governance in wood-producing
countries, and a licensing scheme to ensure only legal timber enters the EU. The initiative (and the licensing
scheme) will be implemented through partnership agreements to be negotiated with wood-producing
countries.

Other demand-side measures to provide incentives for good practice are also proposed, including the use
of green public procurement policies, measures to promote responsible investment, and encouragement for
complementary private sector initiatives based on principles of corporate social responsibility.

1.1 The legislative framework

The Commission adopted a Regulation to implement the voluntary licensing scheme, and a
Recommendation for directives to guide the negotiation of FLEGT partnership agreements with wood-
producing countries in July 2004. An extended impact assessment of the Commission’s proposal has also
been concluded. These proposals have been finalised in Council under the UK Presidency, and are due to
be adopted in late October.

1.2 Building FLEGT partnership agreements

The Commission co-ordinated a series of missions to major wood-producing countries in 2004. These
missions served to initiate discussions on voluntary FLEGT partnership agreements. Initial discussions
have taken place with Ghana, Gabon, the Democratic Republic of Congo, with COMIFAC13, Malaysia,
Indonesia and Vietnam.

Following on from initial contacts, substantial processes of dialogue and consultation are now underway
in Ghana, Cameroon and Malaysia and Indonesia. Consultations are being supported by EU bilateral aid
agencies: the UK inGhana, Germany in Cameroon, and theNetherlands in Cameroon.Work is due to start
later this year in Congo-Brazzaville and Gabon, with support from France. These processes of consultation
and dialogue will serve feed into formal negotiations once the Commission has received a mandate to
negotiate from Council. EVorts are now ongoing to place staV in EC delegations to support the negotiation
of partnership agreements.

1.3 Resources for FLEGT partnership agreements

A ƒ15 million pilot FLEGT programme in Indonesia was been approved by the ALA Committee in late
2004 and will become operational later in 2005. Funds are available for preparatory work in Vietnam as
part of aƒ1m programme of support to the VietnamTrust Fund for Forests, and in Central Africa, through
the fourth phase of the ECOFAC programme.

The ACP Council Working Group has reallocated ƒ10 million from undisbursed intra-ACP funds to
support building FLEGT partnerships in the ACP region, and this reallocation has now been endorsed by
ACP secretariat (after a considerable delay).

EVorts are ongoing to ensure FLEGT is adequately resourced under the new financial perspective.
Ensuring that support for partnership agreements is addressed in relevant Country Strategy Papers (CSPs)
is key to the success of the partnership approach.

13 Central Africa Conference of Ministers in Charge of Forests (COMIFAC), a Central Africa forum aimed at promoting a
regional approach to forest management and conservation.
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1.4 Building political will in producer countries

Building political will in producer countries is an important aspect of eVorts to implement the FLEGT
Action Plan. A ongoing series of regional processes for forest law enforcement and governance, co-
ordinated by the World Bank, have been designed with this aim in mind.

The Commission provided a grant of ƒ500,000 to support the launch of the Africa Ministerial Process
for Forest Law Enforcement and Governance (AFLEG) in October 2003. Further to this, a newƒ3m grant
was agreed in late 2004, to support follow-up work for AFLEG, support the ongoing East Asia FLEG
progress, and initiate a regional political process in Latin America.

Russia hosted a preparatory conference for a European and North Asia Ministerial Process for Forest
Law Enforcement and Governance in June 2005. Arrangements are being made to hold a ministerial
conference in November 2005. The Commission is looking at how best to support this initiative.

1.5 Support for complimentary initiatives by civil society and the private sector

Activities to support implementation of the EU FLEGT Action Plan were given priority under the 2004
call for proposals under the tropical forest budget line. Six “strategic” projects, worth overƒ16 million were
selected. These projects address important themes and issues, through a range of partners, across multiple
countries, as follows:

(i) Promoting good practice for forest governance.
(ii) Independent monitoring/auditing of forest harvesting operations.
(iii) Strengthening local civil society in support of improved forest sector governance.
(iv) Facilitating trade in legally-harvested timber, and encouraging corporate social

responsibility.

Partners in these projects are the Tropical Forest Trust, WWF International, the International Institute
for Environment and Development (IIED), the Overseas Development Institute (ODI), the Environmental
Investigation Agency (EIA), and IUCN.

1.6 Private sector initiatives

The private sector has a key role to play in combating illegal logging. The Commission facilitates an
ongoing a dialogue on FLEGT with European industry federations, helping the private sector to organise
around the objectives of the action plan.

Pilot funding has also been arranged to support innovative private sector work in support of the FLEGT
action plan, founded on principles of corporate social responsibility:

(i) To support a Timber Trade Action Plan for Good Governance in Tropical Forestry, which
aims to eradicate illegal timber from the supply chains of four EU timber trade federations,
representing over 40% of EU tropical timber imports. This project is being implemented by
the Tropical Forest Trust (see above).

(ii) To build networks for legal and sustainable trade in forest products in Asia and Africa. This
project is being implemented by WWF International (see above).

1.7 Public procurement

The FLEGTAction Plan recommends using public procurement policy to oVer additional incentives for
good practice to producing countries which co-operate with the EU on the FLEGT initiative.

A Handbook on Green Public Procurement, which provides guidance on sourcing legal timber, was
published by the Commission in September 2004. Denmark then hosted a workshop to examine what
possibilities exist under the new procurement directives to source legal timber in public contracts. This
workshop represents an important first step in spreading lessons drawn from existing green procurement
policies piloted in Denmark, France, UK and the Netherlands to other Member States. Early evidence
suggests that public procurement policies can be extremely influential in leading the market.

1.8 Working with other major consuming markets

The FLEGT Action Plan recognises that the EU has an influential role in the global wood products
market, but is not dominant. The Action Plan thus aims to try to work with other major markets to restrict
the trade in illegally harvested timber. The UK have taken this work forward, placing illegal logging on the
agenda of a G8 meeting of environment and development ministers in March 2005. This has yielded some
encouraging results, particularly with regards to Japan.

Further work is now needed to draw China into this dialogue. The recent EU-China Summit declaration
highlighted co-operation to combat illegal logging and the associated trade, oVering an opening in this
regard.
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2. Additional Legislative Measures

The Commission is committed to assessing the feasibility of additional legislative measures to support
the EU FLEGT Action Plan. This assessment has been delayed by a decision to focus scarce resources on
implementing the core elements of the EU FLEGT Action Plan.

The assessment is now underway, and is taking place in close collaborationwith EUMember States, since
many potential measures are of national competence. The options to be assessed include the applicability
of existing legislation including that concerningmoney laundering, stolen goods and corruption, in addition
to the feasibility and practicalities of new legislation to control imports of illegally harvested wood.

The assessment will be concluded in early 2006, and a paper will be put forward by the Commission. It
is too early to draw conclusions from this assessment, however the Commission has to date argued
consistently that a unilateral ban on imports of illegal timber to the EUmay not provide an eVective solution
to the problem of illegal logging.

A unilateral prohibition on imports of illegally harvested timber would not give EC customs authorities
a means to confirm the legality of timber, and by itself, would not be suYcient to prevent the illegal timber
entering into the EU. Distinguishing legal from illegal timber requires the full co-operation of exporting
countries.

An EU prohibition would also not provide an entry point to address governance in producing countries.
The Commission proposed an approach based on partnerships with wood-producing countries as a means
to facilitate co-operation to address the corruption and failings of governance which drive illegal logging.
Without a strong and concerted eVort to root out corruption from the timber sectors in producing countries,
measures to stop the associated trade in illegal timber will be to no avail.

A unilateral prohibition may also not be a proportional response to an illegal trade that makes up only a
small part of the total trade in wood products, the majority of which is not tainted by allegations of illegality.
Furthermore, in order to be non-discriminatory, any measures taken would also have to apply within the
EU. The partnership approach is more targeted and proportional. It allows for attention and resources to
be devoted to badly-aVected countries, without aVecting trade with countries that have no significant
problem with illegal logging.

That said, additional policymeasures may need to be developed to allow the EC to respond if the FLEGT
licensing scheme is subject to circumvention, or if trade with non-partner countries is subject to serious
allegations of illegality. These are among the questions that will be considered in the ongoing assessment
exercise.

3. EU-wide Standards or Label for Legal and/or Sustainable Timber

The European Commission has no plans to introduce an EU-wide standard or label for legal and / or
sustainable timber.

The FLEGT licence is intended to assist EC customs authorities to confirm that timber has been harvested
legally, and to facilitate communicationwith customs authorities in exporting countries as required. It is not
intended that the FLEGT licence will become a consumer label that competes with existing market-based
certification schemes.

Furthermore, providing labels of legality on the market may lead to confusion, and undermine consumer
confidence in wood products from unlabelled sources that are nevertheless from legal sources.

In accordance with the European Commission’s 6th Environmental Action Plan, the Commission has a
general policy of encouraging certification of forests for sustainable management.

There are a number of private schemes that oVer a guarantee of sustainable forestmanagement. However,
due to the voluntary, market-based nature of these various schemes, the Commission does not endorse any
particular one.

The Commission believes that these schemes should be allowed to continue to develop as market-based
mechanisms, without regulatory interference from government bodies. Consequently there are no plans to
introduce any further regulation or standards in this field.
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Witness:Mr Neil Scotland, Forest Policy Adviser, DG Development, European Commission, examined.

Q354 Chairman: Welcome, Mr Scotland. I believe reform their public procurement policies and we
have got some work underway with the privateyou have sat there through the previous session?

Mr Scotland: Yes. sector supporting eVorts from the private sector
which are verymuch in linewith the broad objectives
of the FLEGT action plan. I think that is quite aQ355 Chairman: I think it is fitting that we should be
brief answer. I could go intomuchmore detail aboutmoving on to the European Commission impact at
the individual activities if you like.this stage. We wondered by way of introduction if

you could give us the background to the
Commission’s decision and to put forward Q359 Mr Hurd: I am going to ask you a bit more

about the procurement issue. You mentionedproposals that there are in the FLEGT action plan?
Mr Scotland: Yes, thank you. The background was substantial resources. Can you be a little bit more

specific about what that means?that there was growing concern about the problems
of illegal logging and the governance, corruption Mr Scotland:Could you repeat the question, please?
and trade aspects. It was in 2001, in fact, in Bali when
a ministerial conference addressed this issue in East Q360 Mr Hurd: I think you used the expression
Asia, and we were present at that and came back “substantial resources” being allocated. Can you be
from this meeting with some ideas on how we could more specific about what that means in terms of
begin to address the issue from our side using the either euros or people?
instruments at our disposal, and so that set in Mr Scotland: Yes. We set up and funded a range of
motion a process which led through a consultation, pilot projects last year, worth about 17 million euros
to the development of policy, to the proposals which or so, and that are looking at a range of issues which
were eventually adopted just last week in we see will be arising in the context of the
Luxembourg at the Council. partnership agreements, and this is to get some

activities and thoughts to draw on. In the pilot
projects we are looking at independent monitoringQ356 Chairman: So the whole proposals were

adopted? of harvesting operations, facilitating trade in legal
timber, building the capacity of local civil society inMr Scotland: They were, yes, the proposal for a

regulation to implement this licensing scheme and the partner countries so there is a demand for better
governance. We have put three million eurosthe directives for negotiating partnership

agreements to implement that. We got political towards the regional political processes which you
discussed earlier.agreement from the Council in Luxembourg two

weeks ago.
Q361 Chairman: Is this all in relation to the
voluntary partnership arrangements?Q357 Chairman: In respect of the particular

countries that were pushing for this and the Mr Scotland: Yes, it is, certainly in the wider sense.
It is not to fund the voluntary partnershipparticular countries that were perhaps not so

supportive, could you name names and tell us which agreements, but it is to prepare the way for them and
to build the knowledge and the political will that weones were really wanting to see progress and where

the opposition was, if you like? need to implement them. In terms of the actual
partnership agreements, in Indonesia we have aMr Scotland: I do not want to name names, but I

think, as time has gone on and the Member States £15 million programme of technical assistance
starting later this year. We are in the round of . . . .have come to understand the proposals and become

aware of the problem, that we have developed a very The partnership agreements do not exist yet. They
have to be negotiated and set up, and at the momentconstructive and quite an innovative approach

which has drawn in a lot of strengths and eVorts we are preparing for our next budget, as you know,
and that includes a new set of country strategyfrom Member States as well, and some of the

countries which were sceptical initially now are quite papers for development assistance. We will have to
pick this up in supporting partnership agreementspositive contributors. I do not think it is fair to

specifically name names and single countries out. specifically once the partnership agreements exist,
and there are funds in our Indonesian strategy for
that, there are funds in our Malaysian strategy forQ358 Mr Hurd: Leaving aside the voluntary
that, and we are hopeful, once the African strategiespartnership agreements, which we will come on to
begin to develop, we will get funds in there too.discuss specifically, how much progress has been

made on other aspects of the action plan?
Mr Scotland:The action plan contains quite a broad Q362 Mr Hurd: Can I ask you a particular question

on the financing of illegal forestry operations? Thererange of measures—development assistance, the
trade in timber, public procurement, private sector is little evidence of any kind of due diligence being

done by investors.What is the Commission planninginitiatives and other measures—and there has been
progress under most of these headings. On to do to tackle this?

Mr Scotland: That is one area of the action plandevelopment assistance we have started to
programme some quite substantial resources behind where there has not been much progress so far. We

have found it quite a diYcult issue to grasp andmakethe action plan; on the trade in timber we have put
forward this regulation. On public procurement, some progress on exactly what impact these

investments are having and to what extent this canwhichwe discussed earlier in the session, there is a lot
of work which Member States are undertaking to be influenced by the public sector. It really has been
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quite diYcult for us to grasp, so we do not have any take these sorts of steps, but I think there is a lot of
commitment around the FLEGT action plan, andspecific ideas on this area at the moment. We draw

on the research that ChathamHouse conducts quite there is commitment through other fora,
particularly the G8.a lot. They are very much part of our policy

development team, and they have started some
research on this. There have been discussions with Q365 Mr Hurd: Quite a lot of commitment in
ourselves and with the incoming Austrian rhetoric but not much in action?
Presidency to try and give some life to this part of the Mr Scotland: Yes. I think the countries which are
action plan, but there is not an awful lot of taking action have shown that that can be very
commitment, I think, on the part of financial influential, but there is limited scope, I think, for us
institutions and export credit agencies and other to influence them and, beyond that, there is a
organisations to really engage on this issue in a responsibility that they have to act on these
substantive way, so we are somehow slightly stuck. commitments.

Q366 Mr Hurd: Finally, is the Commission inQ363 Mr Hurd: Can I bring you on to the question
agreement with the UK government that socialof the opportunity to develop more uniform
considerations cannot be taken into account with aprocurement policy across the EU?We have heard a
procurement policy, or is Denmark getting it right?lot of evidence as to how helpful that would be and
Mr Scotland: I am sorry; I am not an expert onthe evidence seems to point to five countries—
procurement. I do not follow that particular debateDenmark, France, Germany, the Netherlands and
at all. I cannot answer that; I am sorry.the UK—who are in the vanguard of action as far as

this issue is concerned, but the rest are doing nothing
as far as we can see. What more is being done or Q367 Chairman: I think the point was that which we
could be done at the EU level to make Member questioned the Minister earlier about, including
States’ timber procurement policies more uniform? social aspects into the definitions and to relate that
Mr Scotland: Public procurement is aMember State to procurement policy. Is that something which
responsibility, a Member State competence, and so other European countries would be pursuing?
there is limited scope, I think. We cannot oblige Mr Scotland: I just do not know. I am sorry.
Member States to take these sorts of measures. This
is not a part of the work which I am directly Q368 Colin Challen: The FLEGT action plan and
responsible for, but I think there may be grounds licensing agreement is being negotiated under
sometimes for maintaining the integrity of the Article 133, relating to trade, rather than 175,
internal market, and so when you have a relating to the environment. Does that not
proliferation of standards and criteria and schemes eVectively prejudice the interests of the environment
across diVerent countries, like theUKandDenmark in this process?
andHolland, it becomes very diYcult for industry to Mr Scotland: I do not think so. We chose 133
meet these diVerent requirements. There are some because we felt that was really the only legal base
grounds, I think, for ensuring a harmonised that we could use for the regulation, and the
approach, but my personal feeling is that it needs to regulation is simply a framework which allows
be from the lessons that we have derived from the Customs authorities to act. It is a framework to
work that we have done in the UK in particular, but regulate the trade in timber—it does not go beyond
also in the Netherlands, in Denmark. The public that—and, because of its focus purely on the trade
procurement aspect is extremely important in giving in timber, we felt that 133 was the only suitable legal
positive incentives which we are trying to take base. A lot of the work which is planned through the
through the FLEGT action plan and encourage action plan is coming in these voluntary partnership
good practices, and I think there needs to be some agreements, a much wider instrument, which is
work done to make sure that other Member States, looking at and addressing these questions of poor
who have given their backing to the action plan and governance and corruption which is ultimately
committed themselves through the G8, for instance, driving illegal logging and trying to address this
to taking measures to improve their public question of trade in illegal timber with the EU.
procurement, can do so. Therefore these partnership agreements would not

necessarily be a 133 legal base. I think quite the
contrary, in fact. But the choice of Article 133 for theQ364 Mr Hurd: But your memorandum and I think
regulation seemed to be the only option.your evidence so far suggests that you believe that

market mechanisms should be allowed to develop
further without regulation; but if now only five Q369 Colin Challen: Can I just get it right. If

somebody wanted to bring a case to the Europeancountries are showing any signs of being proactive,
how sustainable is that argument that this process Court of Justice, a judge sitting there could give as

much attention to environmental arguments as tocan be managed without any further regulation?
Mr Scotland: Just last year there was a new set of the legal requirements based on Article 133, or

would that judge be constrained only to look at thedirectives concluded—it was a very lengthy process
of getting agreement between the Member States legal basis of disagreement or, indeed, any

agreement?and the Parliament. There was no appetite to put
any strong clauses on timber into that, so I do not Mr Scotland: I think he would look at the content of

the regulations and on that basis take a decision.think there is much scope to directMember States to
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Q370 Colin Challen: If he failed to concentrate on Mr Scotland: No—this is probably what we were
discussing a bit earlier—the bilateral nature is goingthe legal argument, as opposed to the secondary

arguments about voluntary agreement or the to be prone to circumvention. We came down to this
bilateral proposal because, as we discussed earlier, asenvironment or social requirements, he could be

open to an appeal or a challenge presumably and you heard earlier, there had been a lot of problems
with eVorts to get any sort of multilaterallawyers would not see that as being legally binding;

so it is prejudiced? cooperation on forests, and I think on these sensitive
issues, which are related to governance and trade,Mr Scotland: If there was any sort of appeal, I think

that would be conducted on the basis of the there is, I think, no prospect of multilateral
cooperation in the current climate; so this was thesubstance of the regulation.
best way forward that we could come up with. It
came through a very long, and I think quite detailed

Q371 Colin Challen: Of the law? and open, process of consultation and analysis
Mr Scotland: Of the law, yes. whichwas contributed to by research bodies, NGOs,

industry, and of all the options considered this
seemed to be the best way forward.Q372 Colin Challen:Were any arguments made for

using the other article, Article 175?
Mr Scotland: There were some arguments, but the Q376ColinChallen:There are so few countries beingCouncil’s legal service, which is the representative of terribly interested in stopping this trade in illegalthe collective Member States, was also of the view timber, with the problems that you have highlightedthat this should be a 133 legal base, so the about securing multilateral agreements is not all thisCommission’s legal service and the Council’s legal eVort on FLEGT and the voluntary partnershipservice were in agreement on that. There were one or agreements just really a waste of time. In fact,two Member States who objected but gave their bearing in mind your earlier comment, would it notagreement in the end, and some members of the have been better to try to get the co-decisionEuropean Parliament were not in favour of 133 procedure going, something which would lead to aeither. tougher regime, even if it took longer to achieve it?

Would that not have been a better approach?
Mr Scotland: I am not sure that this tougher regimeQ373 Colin Challen:Would it be correct to say that
is actually going to solve the problem. The problem,if the licensing scheme had been negotiated under
as we see it, is not stopping the trade, it is stoppingArticle 175 it might have made the process rather
illegal logging, and that is primarily a problem ofmore transparent, perhaps involving the European
governance and corruption in countries that areUnion’s Parliament?
blighted by illegal logging. Trade is anotherMr Scotland: I think it might not have . . . It may
dimension and is an instrument which we can use tohave improved transparency, although I think we
try to stop it, but I do not think necessarily—this ishave gone to quite substantial lengths to consult and
not a final position from the Commission by anyto keep our main interest groups informed. It would
means, but we have argued very consistently thatcertainly have added a very considerable additional
this ban we have been asked about a lot would notamount of time to the process. The co-decision
be an eVective or proportionate instrument to dealprocess between Parliament and Member States
with the problem. That is for several reasons. Thedoes take very much longer than the process of
first is that the ban, without any means ofagreeing a regulation under Article 133, and so that
certification, would not give our Customswas also a factor in our decision to propose 133.
authorities anyway of telling legal from illegal. Legal
is determined by the laws of the producing country,

Q374Colin Challen:Wehave had very little evidence and for EU Customs to determine that, they need to
to give us any confidence that the FLEGT action be able to refer back to the producing country, the
plan voluntary partnership agreements is really exporting country, have some sort of means of
anything more than a rather faltering and uncertain determining whether it is legal or illegal according to
step in the right direction. Would you agree with their laws, and this ban would not facilitate that sort
that? of cooperation. It would be rather antagonistic. The
Mr Scotland: No, I would think that is an unfair other reason we have elected for this bilateral
comment. It is quite a substantial initiative, quite a approach based on partnerships is that these
substantive initiative. It has a lot of resources, partnerships are a way of trying to encourage some
finance, quite an innovative approach behind it, and, of these diYcult reforms in the producing country to
for something which is actually quite new and increase transparency, to address corruption, to
untested and unfamiliar ground, I think it has improve equity in the forest sector. Thesemoved fairly, I would not say rapidly, but it has partnerships are a way into that and trade is a waymade good progress through the system that we all of using a carrot and stick as well as being able tohave to deal with. exclude illegal timber, and so the end is not

addressing the trade itself, it is using the trade as
another way of trying to encourage these reformsQ375 Colin Challen: But it does not really
and trying to build a constructive approach aroundsubstantially deal with the issue of circumvention,
which to push these diYcult issues forward indoes it, of imports and exports through third-party

countries? developing countries.
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Q377ColinChallen:Whatwould be yourmeasure of which are ready to be programmed in our central
success in FLEGTand theVPAs? I amnot quite sure funds in Brussels, the “Intra ACP fund”, as it is
how this is going to produce the goods, because we called in its bureaucratic jargon. These are funds
have heard in this Committee already how serious which will be made available and put in place as the
the problem is, how the problem is actually growing, partnership agreements become operational and
despite concerns that people have had and some begin to develop. I would like to emphasise that the
actions that governments have taken over the last partnership agreements are, not primarily but very
two or three decades. Are you confident this is going much a development initiative, have a development
to deliver anything and how would you measure it? focus. Trade is another aspect, but the end in itself is
Mr Scotland: In terms of measuring the impact, not the trade in timber; it is to stop illegal logging
there are a lot of provisions for monitoring and using development, trade and, within Europe,
reviewing in the regulation and the directives to the procurement and so on.
partnership agreement. That will give us
information to assess the risk and the extent of
circumvention, whether it is taking place, how it is Q382 Colin Challen: Are there any sanctions
taking place. We will be able to identify how much available for countries that in any way breach VPA
trade has been licensed, there will be reviews of agreements?
progress to assess the development cooperation Mr Scotland: The sanctions would be ultimatelyaspects, the governance reforms, improvements in suspension of the agreement, and a move out of thethe legal framework in the partner countries, et

system. There would be no penalties imposed by us,cetera.
but there would be a severe loss of reputation and
loss of face on the market.

Q378 Colin Challen: Is this something that the
Commission, shall we say, will treat with a degree of
urgency given the scale of the problem? Q383 Colin Challen: With such a high demand for
Mr Scotland: We have always treated this with a some of this timber, that is not going to make adegree of urgency. We gave this a very high priority. tupp’eth of diVerence, is it? They are still going to sellComing out of the World Summit on Sustainable

it, but maybe through a third party?Development (WSSD), this was one of the three key
Mr Scotland: No, but if we impose sanctions in theinitiatives which we launched. The other two were
partnership agreement no country is going to signour water and energy initiatives. I know there is a lot
up. It is a very delicate balance that we have to take,of criticism about the speed of the process, but that
because if we impose very tough standards andis not all our fault. A large part of the process is
tough sanctions, thenwhat our industry tell us is thattaken up with Member States discussing this
these countries are just going to sell to other marketsamongst themselves, it is a system that we all have to
which do not discriminate. So it is trying to cultivatework with, and I think the degree of urgency that we
a relationship in the market that we have and usehave given it is reflected in the fact that this hasmade
that to try to bring about improvements.a good progress through the system, despite the fact

it is quite a new and fairly controversial initiative for
some countries.

Q384 Colin Challen: You have explained already a
little bit about why you think that a ban would beQ379 Colin Challen: Once they come into force, are
disproportionate. Given the evidence that we havethe VPA agreements negotiable in any way? Could,
had, which largely favours a ban—some of thefor example, a country unilaterally and without
evidence from exporting countries themselves—willprejudice to itself remove itself from the scheme?
that decision or philosophy be kept under review?Mr Scotland: Yes.
Mr Scotland:We have a commitment to conduct an
assessment of what was described as “additionalQ380 Colin Challen: It could do that?
measures”—I am sure you are aware of this—toMr Scotland: Yes.
look at these further measures such as a ban and
other types of legislation. This is work which is on-Q381 Colin Challen: What assistance has been
going. It has been quite delayed, but it will beoVered to improve the policy standards of potential
completed, and that will set out possible options.partner countries?
There is not at the moment an intention to putMr Scotland: A very important part of the
forward additional legislation, but this is somethingpartnership agreement is the development
which will be discussed between Member States onassistance. Most of the attention to date, in fact, has
the basis of this assessment.focused on the trade, but primarily it is a

development initiative which is aimed at trying to
improve the quality of governance in the forestry

Q385 Chairman: Can you tell us why that is?sector in the partner countries. This is what is on-
Mr Scotland: It was for some of the reasons Igoing now. We are programming resources, the
outlined earlier. We did not feel this would, first offuture country strategies, for all developing
all, get to the heart of the problem.We did not thinkcountries and within that, in the priority countries,
it would necessarily be an eVective way to stopwe hope to see support to FLEGT partnership

agreements reflected. Also we have some resources illegal logging.
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Q386 Chairman:When you say “we”, you mean? important issue in this. You mentioned earlier the
Lacey Act model. Whether that is a piece ofMr Scotland: The European Commission.
legislation which we would be able to implement at
a community level or at a Member State level is notQ387 Chairman: So this is from the Commissioner
entirely clear. These are some of the questions that Ihimself?
hope will be addressed in this additional optionMr Scotland: This is set out in our policy document.
assessment. It is not necessarily the case that that isThe EU action plan for forest law enforcement,
a communitymeasure; these are issues which have togovernance and trade describes this position, yes.
be looked at very carefully, and it is very specialised
legal advice which is needed on that.Q388Colin Challen:Given the trade in illegal timber

into the EU is valued at three billion euros and the
Q391 Colin Challen: Is the EU engaging with otherimportance of this trade in terms of its damage to
major players such as China, the US and Japan ontropical forests, do you think it is appropriate to use
this issue, and, if it is, the supplementary there is: isthe word “disproportionate”, because that suggests
it doing so under the heading of trade, developmentwe have got a sliding-scale of acceptability? Is it not
or environment, all three or any of the combination?more true to say that it would simply be found too
MrScotland:TheUKhas been verymuch in the leadadministratively burdensome? That is the truth, is it
in engaging with these larger players through the G8not? It is not disproportionate, it is simply too
presidency. The Commission plays a supporting roleadministratively burdensome?
in that, and we do our best to support these eVorts.MrScotland: It is not an administrative burden. I do
At a very high political level this commitment hasnot think it would impose a particularly heavy
been set out with Japan some years ago in the EU-administrative burden. I do not necessarily think it
Japan summit meeting and, very recently, under thecould be implemented. There would not be a way of
UK Presidency with the EU-China summit meeting.determining legal from illegal. In terms of the
The declaration from this summit includes aproportion, I have not seen this three billion figure
commitment to tackle illegal logging. At a technicalbefore—I do not know where that comes from—but
level, we have quite a lot of discussion with Japanesein terms of the overall timber trade, it is dominated
government oYcials. They are interested very muchby the trade in temperate timber. These is a lot of
in the procurement work which is on-going, and theinter-EU trade and external trade with countries
licensing scheme that we are putting forward. Withwhere there is not a significant problem or
China less so, but I hope that is going improve andallegations of illegal logging; so the illegal trade is a
develop, now that the political space has beensmall part of the totality.
opened.

Q389 Colin Challen: Can you put a value on the
Q392 Colin Challen: Is the EU raising this in theillegal trade? If you do not recognise the three billion
WTO?figure, could you actually put an alternative figure
Mr Scotland: We have not raised this in the WTO.on the table?
Japan has been keen to raise this in the WTO in theMr Scotland: I was not saying that I did not
Environment Committee and has come to see us onrecognise the figure. I have not seen it before, so I do
several occasions to seek our support.not know where it comes from. We have always had

diYculty putting a global value on the illegal trade,
because by nature it is clandestine and so we have Q393 Colin Challen: Is that likely to be forthcoming,

do you think?not got comprehensive details. There are many
figures which have been calculated on a country by MrScotland: I think if they bring it upwewould give

our support, yes, but we did not necessarily thinkcountry basis which suggests that it is very high
indeed, but in terms of overall trade, the trade in there was much to be added to the debate by raising

it in the WTO. It would not address these questionstimber which is aVected by it is very serious, but it is
a small part. Allegations of illegality, I think, are of is it WTO compatible or not. It would be a fairly

conservative debate around issues which we did notconcentrated in a limited number of countries. We
felt we could focus on these countries more think would necessarily add to the overall debate on

the problem; but if Japan brings this up with theeVectively through the proposed partnership
approach, rather than with a wider ban. WTO I am sure we would give it full support.

Q394 Colin Challen: Finally, as we have heard onceQ390 Colin Challen: Given what we heard earlier
from the Minister about seeking legal advice on a again this afternoon, the Government has not really

got much hope of a multilateral agreementwhole range of things but also European
procurement directives, what would be your view of happening in the near future on the issue of timber.

Are you any more optimistic?these national legislators actually acting on this and
imposing their own bans? Is that something which Mr Scotland: I do not think so. The United Nations

Forum on Forests and its predecessors have beencould be accepted within the overall framework, do
you think? trying to negotiate an international agreement on

forestry for some ten years or more now, and theMr Scotland: I am not sure. We run into some very
complex legal questions which I am not able to debate is very tedious at times, very bogged down.

The most recent meeting of the UNFF ended withanswer, but the split of powers between the
community and Member States is quite an no clear conclusions or direction, and there seem to
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be quite substantial divisions. Many of the very eVective if others, such as Japan, such as China, such
as the United States, take a similar line. Part of ourimportant forest countries are not in any way

wanting to support any international obligations in strategy is to try to encourage these countries to take
a similar line. With Japan it is encouraging—it isthis area and, I think, without their support there is

not much that can be done. slow but it is encouraging—with others less so, but
that may change.

Q395 Colin Challen: Surely there should be some
room for optimism. If Japan, for example, is leading Q396 Chairman: I must say, the strategy does not fill

me with huge amounts of optimism in terms ofthe way, as you have said, and if they got the support
of the EU, you are talking about a great economic making progress. I think we need to conclude the

session, but, finally, it would be helpful to have someforce which other people would find hard to resist,
surely; so we should be doing that with more idea of how many voluntary partnerships you are

aiming for.determination rather than holding our hands up in
horror at the size of the problem? Mr Scotland: There are about ten to 15 countries

where I think you can see there is a significantMr Scotland: This is very much the hope that we
have. We are taking some very constructive and trading relationship with the European Union.

There is a very valuable forest resource and there ispositive steps. If with the FLEGT initiative we can
get others to follow or to take a similar line, then we very serious and well documented evidence of very

serious problemswith illegal logging, and if we couldare starting to construct something from the bottom
up rather than from the top down, but the UN’s cover most of these countries, or all of these

countries, with a network of partnershipdiscussions do not seem to be going anywhere at the
moment, so we are trying to take amuchmore active agreements, then that would be a great success. It is

a fairly small and defined number of countries we areand direct approach to the problem. Avery explicit
part of that, set out in the policy document, is that aiming at.

Chairman: Thank you. There we must leave it.we recognise the potential of our market—it is
important but not dominant.We can take a lead and Thank you very much indeed for your evidence this

afternoon.we can show the way, but it becomes much more
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APPENDIX 1

Memorandum from the American Forest & Paper Association

1. The following is submitted by the American Forest & Paper Association (AF&PA) in response to the
Environmental Audit Committee, House of Commons, Inquiry on Sustainable Timber, issued on 15 July
2005.

2. AF&PA is the primary national trade association representing the forest, pulp, paper and paperboard
and wood products industry in the United States. While primarily producing wood and paper products in
the United States, the members of the American Forest & Paper Association also operate in a global arena
where issues surrounding legality and the sustainability of the products they manufacture are growing in
importance. TheU.S. forest products industry is committed to ensuring that products entering international
commerce in general and U.S. markets in particular, are produced in accordance with sustainable business
and forestry practices. We oppose trade practices that permit or foster environmental degradation to gain
competitive advantage. We support U.S. and international trade policies that promote enforcement of
domestic environmental laws and encourage improvements in environmental practices.

AF&PA Position

3. AF&PA supports the purchase and utilisation of forest products which are both legal and sustainable.
However, we believe that governments and their advisor bodies only have competency in determining legal
criteria. It is up to the certification schemes themselves to demonstrate to their customers and other end-
users the value of their individual schemes and their contribution toward meeting sustainability objectives.

4. AF&PA believes that individual certification schemes should be responsible for creating demand in
the marketplace for their own products. It is not the job of the governments or other international
organisations to promote, advocate or legislate the use of any one particular certification scheme. The focus
of governments and other international and national organisations should be on combating illegal logging
and poverty alleviation, not on focusing on eVorts and creating barriers to trade that influence markets for
the benefit of one private sector certification program.

5. Customer recognition of multiple sustainable forest management (SFM) certification standards and
the reality that recent forest products procurement/purchasing policies are trending toward inclusion of
several certification standards are important developments for the acceptance of forest products around
the world.

6. Last year, AF&PA commissioned a comprehensive study of the illegal logging issue that included an
assessment of the extent of the problem and an analysis of the economic impact to the U.S. industry. It
concluded that while many estimates of the problem are overstated, it is nonetheless of serious concern. The
study cautioned against new policies that might further increase costs for legitimate producers without
eVecting much change in those places where the problem is most acute.

Compliance with International Trade Obligations

7. Procurement policies endorsed by governments which favor criteria and elements of only one
certification scheme are in contravention of the spirit of international trade obligations. Under the World
Trade Organisation’s (WTO) Technical Barriers to Trade (TBT) Agreement, members have agreed that
using technical requirements, which may include labeling and certification measures, whether voluntary or
mandatory, should not create unnecessary barriers to trade. In addition, the WTO’s rule of non-
discrimination applies under the TBT agreement. By promoting a procurement system that favors or could
be perceived to favor certain means of certification, and thereby discriminates against others, it could be
inferred that the government of the UK is circumventing WTO rules.

8. In the case of the United States, the U.S. government currently has a position of neutrality when it
comes to the assessment/comparison of the various certification schemes in existence in the global
marketplace.

9. In addition, there are other international bodies that have also taken a certification-neutral position.
For example, at the 32nd Session of the International Tropical Timber Organization (ITTO), government
negotiators agreed upon text supporting a certification program-neutral position. ITTODecision 11 states:

Recognising that ITTO as an international organisation should not endorse, create or adopt, or be
perceived to endorse, any particular certification approach or scheme, including any accompanying
standards developed for the purpose of certification;.
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How useful has the work of the CPET proved? How should its role develop to ensure future progress on the
issue of sustainable timber procurement?

10. The work of CPET has served as a model for other procurement agencies and governments to use
in policy development. The use of an independent and objective organisation such as Proforest has helped
legitimise the process and results of the assessment. Proforest’s deliberate, open and transparent process in
developing the criteria, with input from various government agencies, the private sector and environmental
organisations was extremely well done and demonstrates how a multi-stakeholder process can produce
eVective results.

11. In the future, CPET should work closely with DEFRA in implementing the procurement policy and
more importantly, establishing a baseline that identifies the origins and associated legality and sustainability
of wood products purchased by theUKG.Without the ability to accomplish this baseline, and thusmeasure
the success of the policy over time, other more complicated objectives related to determining realistic
procurement targets will be impossible to achieve.

12. A review of the criteria used by Proforest or a reassessment of the schemes is premature at this point
and should not be considered until UK government (UKG) procurement oYcers have experience in
implementation of the policy and baseline data is established.

How reliable are the certification schemes for timber endorsed by the CPET? Are there concerns regarding
either the legality or sustainability of any of them?

13. Very reliable. The criteria developed by Proforest are substantive and demonstrate a high degree of
reliability in terms of meeting the base sustainability and legality requirements of the UKG procurement
policy.

14. Onemajor flaw in the Proforest assessment was the failure to assess individual schemes within the two
mutual recognition frameworks—PEFC and FSC. By recognising FSC and PEFC international, DEFRA is
not getting an accurate portrayal of individual country specific certifications and therefore, there are major
concerns with many countries (eg FSC countries where no national standard has been approved eg FSC
Russia). This should be one of the first tasks of CPET—that is, assessment of each of the established systems
under both of the umbrella organisations.

Is there suYcient data available to determine where and how timber purchased by Government is sourced?

15. This is really dependent on the documentation and recordkeeping capability of the UKG. The first
step in implementing any procurement policy is the ability to document the purchasing source of origin.

16. It is important to note that tracking the amount of certified timber entering the UK, regardless of
whether it is for public or private use, is a diYcult task since “certified” forest products, (regardless of the
definition of “certified”) are not tracked via customs or harmonised tariV codes. In addition, certified
product is not always labelled. The complexity of international wood supply chains and the diYculties
associated with tracing the raw material source(s) of finished products (for example plywood) should not
be underestimated.

Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries?

17. Most certified land and thus certified product originates in developed countries where legality and
sustainability is well practiced and enforced. By implementing a policy which favors certified product, the
UK is thus also favoring product from developed countries. This will undoubtedly impact producers and
exporters from the developing world. Rather than improve their forestry practices, many will resort to
finding less discerning markets for their products and illegal and unsustainable practices will continue.

18. Thus, it is essential that the CPET move quickly to develop what constitutes “Category B” evidence
and thus enable those producers that do not have easy access to certification schemes that are appropriate
to their unique situation to be able to produce and sell product into the UK market.

19. Furthermore, procurement policies, while a tool, are not the only tool to address illegal and
unsustainable practices. Such policies do little to improve practices on the ground. Certification is not an
answer to the more pressing issues in the developing world, namely poverty, lack of good governance and
established rule of law, widespread corruption and illegal harvesting.
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Should the social impacts of forestry be taken into account within certification schemes? Would it be legal to
do so?

20. Social impacts are being taken into account within the leading certification systems. All have their
own unique circumstances and while the requirements vary somewhat, all have a social component.

21. However, it is important to note that there is no universally accepted definition of what constitutes
“sustainable forest management”. As such, we do not believe it is appropriate to assess certification schemes
based on sometimes vague and un-agreed upon criteria, and in particular social criteria. This could
ultimately result in a subjective process based on production and process methods that have no bearing on
the final product nor its supposed “sustainability”.

22. Social components can be taken into consideration, should the marketplace demand it. However, the
marketplace should be the driver. Adherence to such social criteria cannot and should not be required by
governments, and per paragraph <7 above, would result in discriminatory purchasing practices and be in
violation of WTO rules.

Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto Protocol have
any implications for certification schemes?

23. Inclusion of forestry projects within the CDM should have little eVect on existing certification
schemes. Operators using sustainable forest management programs will continue to apply those techniques
to forests planted as part of greenhouse gas reduction programs in developing countries. This may
encourage the use of sustainable forestry in such countries.

24. AF&PA appreciates the opportunity to comment on this important issue.

September 2005

APPENDIX 2

Memorandum from the BC Market Outreach Network, British Columbia, Canada

We appreciate the opportunity to provide evidence as part of the Environmental Audit Committee’s
inquiry into sustainable timber.

The BC Market Outreach Network is an agency of the Government of British Columbia, Canada and
works to provide information about our province’s forests and sustainable forest management. As one of
the world’s largest forest products exporters, British Columbia depends on the sustainable management of
our forests and we are keen supporters of any actions that raise global forest management standards.

Over the past few years, we have watched with interest as the Government of the United Kingdom
developed its policy on timber procurement and established the Central Point of Expertise on Timber
(CPET). We were impressed that your Government’s actions not only raised timber procurement standards
within the United Kingdom, but also strengthened certification standards worldwide. We know of no other
government or jurisdiction that has gone to the depths your government has to understand forest
certification in order to develop a comprehensive wood procurement policy.

British Columbia’s economy depends on forest product exports, and we have well-established forest
management practices and comprehensive laws to deliver sustainability. In a recent report conducted by a
Yale University professor, B.C. was found to have some of the world’s most stringent forest regulations. In
addition to working within a strictly enforced regulatory regime, our forest industry is a world leader in
third-party certification. In fact, B.C. has more lands certified than any other jurisdiction in the world, with
the exception of Canada as a whole. So while industry adheres to strict forest laws in this province, it also
recognises the importance its markets place on credible and comprehensive certification.

CPET has endorsed all the standards operational in British Columbia: the Canadian Standards
Association’s Sustainable ForestManagement Standard (CSA), the Forest StewardshipCouncil (FSC), and
the Sustainable Forestry Initiative (SFI) as providing assurances of both legal and sustainable timber. CPET
also endorsed the Programme for the Endorsement of Forest Certification (PEFC), which is an international
recognition program that endorses national and regional forest certification standards. Of the standards
used in B.C., PEFC has endorsed CSA and is currently assessing an application for endorsement by SFI.1

CPET clearly did considerable research before endorsing these schemes. British Columbia currently has
41.8 million hectares certified to CSA, FSC and SFI, and the BC Market Outreach Network has taken a
close look at these three programs.We also concluded that all three support sustainable forest management
activities. Here is a brief summary of what we found:

1 We are aware that PEFC will be monitored to ensure changes are implemented across endorsed PEFC standards.
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— All three programs depend on independent, third-party audits conducted by certification bodies
that in turn must be accredited as competent to conduct such audits. The audits measure the
planning, procedures, systems and performance of on-the-ground forest operations against a
predetermined standard.

— All three programs cover the basics of good forest management by ensuring that harvested areas
are reforested, that laws are obeyed and that there is no unauthorised or illegal logging. And they
all go beyond this by ensuring the conservation of biological diversity, the maintenance of wildlife
habitat, soils and water resources, and the sustainability of timber harvesting.

— All three programs address conservation values in the context of biodiversity and special sites,
which could include old-growth forests, wildlife habitat, and/or ecosystem diversity across the
landscape.

— All three programs consider the social impacts of forestry, which is of particular interest in British
Columbia where 95% of the land base is publicly owned. They all require annual surveillance
audits and public disclosure of findings through audit reports, and engagement with aVected
aboriginal people to ensure aboriginal rights are respected.

— All three programs require continual improvement, and all have an open, transparent appeals
process.

As part of this inquiry, sub-committee members will no doubt be hearing evidence from representatives
of the four certification schemes endorsed by CPET. It is important that you invite them to be part of your
inquiry so you can hear first-hand how they are improving global forest management.

In summary, the BC Market Outreach Network applauds the sub-committee for its diligent work in
promoting sustainable forest management. We appreciate the opportunity to present our position, and
encourage members to ensure the strong timber procurement policy currently in place is maintained.
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APPENDIX 3

Memorandum from BRE

BRE is the UK’s leading centre for research and consultancy on:

— construction quality, process and productivity;

— environmental impact of construction, sustainability and whole-life performance;

— energy eYciency of buildings;

— renewable energy in buildings;

— certification;

— aircraft cabin environments;

— building performance—structures, materials and systems;

— prevention and control of fire; and

— risk science.

Since the Government’s response to the Environmental Audit Committee’s (EAC) Report on Buying
Time for Forests: Timber Trade and Public Procurement in July 2003 the Central Point of Expertise on
Timber (CPET) has entered into its Phase II.

Sustainability is a broad and complex issue for procurers to understand and the work of DEFRA’s
Central Point of Expertise on Timber (CPET) is visibly delivering on the Government’s commitment to
sustainable timber procurement. Lack of leadership is often identified as one of the main barriers to
achieving sustainable public procurement; however, CPET’s notable progress with restricted resources is an
example where leadership contributes to streamline timber procurement in the form of a centralised advice
service that should now reach all public sector professionals involved in procurement. This consistency is
gradually demonstrating the capacity of the government to change the nature of timber markets as many
suppliers are switching to certified timber sources.

The industry already receives many messages from Government on priorities for sustainable
construction. There is a need for consistency across all government departments and initiatives, such as
sustainable house building that is linked to sustainable timber procurement. The audiences for sustainable
construction, environmental issues in procurement and other associated topics need clear messages from
diVerent Government backed campaigns if the campaigns are to have the desired eVect. Joined up thinking
could help to achieve powerful synergies rather than confusion amongst target audiences.

Within Government there is a fragmented approach to funding sustainable construction projects since
responsibility has been transferred from the oldDETR to various departments (DTI, construction; ODPM,
housing; and DEFRA, sustainability). Despite various useful initiatives focusing on improving the quality
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of construction, often conflicting with or contradicting each other therefore causing confusion, there are
very few dwellings, particularly in the private sector, being built environmental standards above the
statutory minimum standards required under Buildings Regulations and there is significant evidence that
many fail to achieve even these.

There is a requirement on all Government departments to use BREEAM or a similar assessment scheme
for new construction and refurbishment projects. This is the most commonly used standard dealing with
environmental performance in construction has been developed by the Buildings Research Establishment
(BRE). BRE introduced the EcoHomes standard, the domestic version of the BREEAM, in 2000 as an
independent and voluntary measure of the environmental impacts of housing developments. This
assessment looks at energy, transport, pollution, materials, water, land use and ecology, health and well
being. Weighted scores are given and a rating of Pass, Good, Very Good or Excellent awarded.

The Housing Corporation for example, requires all of its developments, currently around 13,000 homes
a year, to achieve an Eco Homes “Good” standard, and will shortly be changing that to “Very Good”,
something that English Partnerships already requires it in all its housing developments. The EcoHomes
standard is widely accepted across the industry and the Code for Sustainable Buildings proposed by the
Sustainable Buildings Task Force was recommended to be based on this standard.

Defra faces a challenging agenda across a broad front with competing demands for limited resources. A
concrete long term commitment from the Government to continue CPET’s work, and possibly extend its
scope, for example to provide advice to the supply chain including private sector timber users, is the only
way to ensure continuity and maintain momentum.

Furthermore, CPET’s advice should not only reach all relevant parties, but an eVectivemonitoring system
should be put in place to ensure continuous improvement across the entire supply chain as well as for
individual certification schemes. Stringent monitoring and reporting requirements should be set across
relevant central government bodies, not only for sustainable timber, but also for other materials in order to
avoid discouraging some buyers from specifying timber.

Sustainable forest management certification was initiated on the back of concerns for tropical forests but
the main areas currently under certification schemes are in temperate regions, and temperate forests are
increasingly coming under threat. Construction in the UK is the chief end-use of timber and most timber
used in construction projects is from temperate regions. The eVectiveness of certification scheme standards
on the ground (in the field conditions) needs to be closely monitored to sustain their role and credibility to
guarantee sustainable forest management practices.

When choosing products or services, it is necessary to look at the impacts that products and services bring
with them, the impacts arising while the product is in use and the impacts when the product is taken out of
use (disposal or recycling). If only one part of the life cycle is examined, it would be possible to choose a
product that causes considerable environmental impacts in other parts of its whole life. Life cycle thinking
avoids shifting problems from one life cycle stage to another, from one place to another, and from one part
of the environment to another. It therefore demonstrates that not only the type of product used is important,
but also how it is produced (with clear links to environmental management systems) and even more
importantly how it is used (and treated when its first life is over).

Ensuring that legal and sustainable timber and wood product is used in developments is an important
part of a sustainability solution. However, it is important to ensure that products with comparatively high
environmental performance (ie with low environmental impacts overall) are being consistently used in
construction. A great reduction of the environmental impacts from construction products will be achieved
through synergy with other sources of environmental sustainability information, such as Life Cycle
Assessment.
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APPENDIX 4

Memorandum from Canadian Standards Association

As you may be aware, the Canadian Standards Association’s Sustainable Forest Management Standard
(CSA SFM Standard, CAN/CSAZ809) was assessed as part of the UK’s CPET process and achieved the
ranking of “sustainable” along side the Forest Stewardship Council.

The CSA is pleased that the CPET process did set out clear criteria for evaluating forest certification
standards, did allow for input based on those criteria, and did revise those criteria based on stakeholder
input. The CSA was also pleased that we were given the opportunity to comment on the draft assessment
as there were aspects of the assessment where information was originally incorrectly presented, but then
corrected to better reflect the facts around the CSA SFM Standard.

If monitoring forest certification programs recognised by CPET does become part of the CPET process
moving forward (as we have heard mention of this potential) it is hoped that a fair approach to monitoring
all standards will be sought. And it is hoped that this monitoring will be by a 3rd party that is found
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acceptable by both CPET and the standards body involved. This is especially true given that third party
independent certification bodies conduct forest certification audits to ensure the requirements of the
standard are met. CSA, SFI and PEFC require that certification bodies are competent to conduct the audits
as they must be accredited by an accreditation body that is a member of the International Accreditation
Forum, which is the world-recognised body that sets out conformity assessment (certification audit)
procedures. IAFprotocols and procedures ensure that accreditation bodies only accredit certification bodies
who have demonstrated competency and procedures to conduct qualified certification audits, and part of
that accreditation involves witness audits.

As for the acceptance of CPET including social criteria in their assessment process moving forward, all
forest certification programs recognised by CPET (CSA, FSC, SFI, PEFC) already include social criteria.
CSA, SFI and PEFC forest certification programs all include criteria and requirements that reflect inter-
governmentally defined and recognised criteria for sustainable forest management. To our knowledge, FSC
also includes social criteria developed by FSC members and proponents. Hence, as a government agency,
it is hoped that if CPET is to look into the use of social criteria in forest certification programs, that they
will rely on those criteria that have been recognised by governments around the world, be it through the
Montreal Process, Helsinki/Pan-European process, or any other intergovernmental process that is of
relevance to countries who export forest products to the UK.

We commend the UK government for considering the sustainability of the forest products the
government purchases.
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APPENDIX 5

Memorandum from the Confederation of European Pulp and Paper Industries

The Confederation of European Paper Industries has been following with great attention the recent
development concerning public procurement and FLEGT in UK and warmly welcomes any relevant
initiative, be it at international, European or national level to combat illegal logging and improve the
sustainability of forest management and related industries.

CEPI and its members are committed to the sustainable management and use of forest resources. In that
context CEPI is supporting the ongoing process of Ministerial Conferences on the Protection of Forests in
Europe, known as Helsinki Process, and the Resolutions that were adopted at the Strasbourg, Helsinki,
Lisbon and Vienna Conferences.

Pulp and paper industry is based on long term investments and therefore needs visibility and stability. In
such conditions, the industry expects transparent, long-term oriented and inclusive approaches in defining
public procurement rules and principles, as well as in establishing measures to combat illegal logging.

Moreover, CEPI is convinced that wood is one of the most sustainable renewable raw materials that the
industry can use to contribute to society’s welfare. CEPI is therefore wondering whether similar assessment
as the one that has been carried out for timber is requested by EUMember States and notably UK for other
materials, in particular non renewable ones, which might have more environmental impacts.

As far as the CPET process is concerned, CEPI sees with great surprise and some concern the trend which
leads EUMember States, and notably UK, to base their public procurement decision on voluntary market-
based tools, rather than on their own legislation. This gives the feeling that countries do no longer rely on
their own democratic processes and on their own laws and regulations to ensure proper and sustainable
public procurement. Moreover, decisions made on the basis of market-driven systems, like forest
certification,might end up in distorting competitionwithin the European SingleMarket, as well as with non-
European markets.

CEPI wants to re-emphasise the commitment of the European pulp and paper industry to combat illegal
logging. CEPI also wants to remind that legality and sustainability are two distinct topics and that there are
distinct means to fulfil the objectives of combating illegal logging and promoting sustainable forest
management. CEPI therefore insists on the need to establish adequate, proportionate and focusedmeasures
that address the root causes of illegal logging, rather than adding regulatory burden and additional costs to
the importing companies, in particular those who have put in place tracking systems, as it might result in
competitiveness loss.

With respect to certification schemes, one should keep in mind a series of important elements:

— In European Member States, national legislation has been adapted to include provisions to
promote and guarantee sustainable forest management in publicly and privately owned forests,
and this notably as a follow-up to the undersigning of the Resolutions of the Ministerial
Conference on Protection of Forests in Europe (MCPFE).

— Not all European forests will be certified. This does not mean that non-certified forests are not
sustainably managed. There is no reason to exclude from market access wood coming from
sustainably managed but non-certified forests.
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— Certification schemes aim at assuring that wood comes from well-managed forests, according to
the principles of subsidiarity as agreed in the Resolutions of the Ministerial Conference on
Protection of Forests in Europe of Helsinki (1993). This means that economic, environmental and
social sustainability should be addressed in a balanced way.

CEPI and itsmembers are committed to contribute in a positivemanner to any discussion promoting legal
logging and sustainable forest management, and oVers its Comparative Matrix of Forest Certification
Systems (www.forestrycertification.info) as an information tool.
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APPENDIX 6

Memorandum from the Confederation of Forest Industries (ConFor)

1. ConFor represents 2,200 members in the UK’s non-state forestry and forest processing sector. 20%
(and rising) of the UK’s wood products come from UK forests and the UK’s wood processing industries
utilise considerable volumes of both domestically produced and imported timber. ConFor’s members are
directly aVected by the Government’s timber procurement policy.

2. ConFor members are committed to best practice in sustainable economic, environmental and social
development as set out in the sustainability strategy Naturally Wood, which was presented by the UK
Government at the 2003 Johannesburg Summit. Naturally Wood brings together the domestic growing,
imported and wood using industries. It explains how the sector is working to meet the needs of government
and society. The strategy can be viewed at: www.confor.org.uk.

How useful has the work of the CPET proved? How should its role develop to ensure future progress on the
issue of sustainable timber procurement?

3. A key element of NaturallyWood is the production and procurement of sustainably grownwood. Our
sector supports the Government’s policy and has welcomed the establishment of the Central Point of
Expertise on Timber.

4. CPET has already had a positive impact by encouraging certification schemes (PEFC and SFI) to take
steps to adapt their procedures in order to meet the Centre’s robust criteria for demonstrating legality and
sustainability. The overwhelming majority of the UK’s imported timber comes from countries where CPET
approved certification schemes exist, and the explosion of chain of custody certificates in these countries and
the UK is testament to industry’s response to clearer procurement guidance by Government.

5. The challenge for CPET now is to embed good practice amongst the many hundreds of procurement
oYcials in Government departments and to provide settled and clear guidance to suppliers to Government
of timber products. The enormity of this task should not be underestimated and it is important that
significant changes are not made to the policy or the guidance in the immediate future. To do so would be
likely to lead to confusion, contractual diYculties and a reduction in the use of wood products in favour of
other, less sustainable materials.

How reliable are the certification schemes for timber endorsed by the CPET? Are there concerns regarding
either the legality or sustainability of any of them?

6. CPET has developed robust criteria after wide consultation with stakeholders, including WWF and
the domestic and imported timber trade. It has provided impartial and objective advice to Government and
we would encourage Government to continue to be guided by CPET in operating its purchasing policy.

7. We have no reason to believe that the four currently endorsed certification schemes—FSC, PEFC, SFI
and CSA—are not credible schemes. A large number of companies, both in the UK and abroad, have
invested time and money to obtain chain-of-custody certification (principally PEFC and FSC) in response
to Government demands for assurances of legality and sustainability. It would deal a massive blow to their
eVorts and undermine progress in a significant number of timber supply chains if Government were to
change the rules so that one or more of these schemes was no longer recognised.

Is there suYcient data available to determine where and how timber purchased by Government is sourced?

8. No, and askingGovernment to collect it would be amammoth task.Given that the key issue is whether
thematerial is from legal and sustainable sources, it may not be appropriate to expect departments to collect
such information.
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Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

9. The use of certification schemes or equivalent evidence demonstrates compliance with standards for
sustainable management that incorporate forest biodiversity.Where they are applied the UK/EU should be
reassured.

10. The challenge for many countries, in particular developing countries, is finding the resources and the
trained auditors to deliver these schemes on the ground, or even to deliver on the legality requirement. There
is also the further challenge in some countries of contradictory laws or weak enforcement of national laws.

11. UK and EU governments should provide assistance to developing countries to develop the systems
required to underpin certification schemes, for example in the context of FLEGT.

How satisfactory are the EU proposals for FLEGT?Will they be stringent enough to have a significant impact?

12. These are a good start and should be given the time to be implemented. Their impact should be
significant, though not comprehensive.

Should the social impacts of forestry be taken into account within certification schemes? Would it be legal to
do so?

13. Social considerations are as important as economic and environmental considerations in sustainable
forest management. If it is possible to integrate themmore fully under EU law then they should be included.

14. Before social criteria are integrated more fully, however, there should be a similar consultation
procedure to that which informed the development of the existing CPET criteria.

How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

15. No comment. We expect the Timber Trade Federation to be better placed to provide advice on
this item.

Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto Protocol have
any implications for certification schemes?

16. Certification schemes could provide a mechanism for demonstrating compliance with Kyoto
requirements for “permanence”, and ensure that forestry projects support sustainability criteria. For
example, a certification scheme should not endorse the conversion of natural forest to exotic plantations.

17. Tackling climate change is proving to be diYcult to achieve in practice. Carbon sequestration
opportunities should be embraced as part of an overall strategy that focuses on emissions reduction. If
certification schemes can assist the delivery of carbon sequestration opportunities without undermining
their primary purpose of providing customer assurances of sustainability then that should be encouraged.

Other Relevant Issues

18. Wood products from sustainably managed forests are the most environmentally benign material
available to us. Combating cases of deforestation where they exist is an important activity. However, any
action taken should not undermine the increased use of wood products from legal and sustainable sources,
including the UK where standards are high and supplies of material are increasing.

19. The greatest threat to the UK’s forests and woodland is not deforestation, but insuYcient markets
for wood products. The sustainable harvesting of timber is an integral part of good forest management, and
the activity that most often pays for the environmental and social benefits that our forests provide. As the
timber harvest fromUK forests increases and more wood is processed by UK companies there is increasing
scope for wood to help mitigate climate change through its use in renewable energy, through carbon
sequestration and through the substitution of more energy intensive materials, in particular in construction.

20. Most owners of large areas of forest in the UK have had their forests certified against the
environmental NGO endorsed UK Woodland Assurance Standard for certification. However, there has
been no discernible market benefit to compensate for the cost of certifying forests. The cost of certification
is a particular problem for the large majority of private owners whose forests are comparatively small and
yield little income; few of these forests have been certified.
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21. The Government should not further develop its policy in isolation, ie it should consider the broader
impacts. An accompanying policy of recognising the environmental benefits of using more timber (from
legal and sustainable sources of course), will both assist the sector in delivering the procurement policy and
help tackle climate change—another key Government policy.
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APPENDIX 7

Memorandum from the Confederation of Paper Industries (CPI)

CPI covers the entire cycle from the collection of raw material, through reprocessing and converting to
distribution, having subsumed the memberships of the following organisations:

— British Recovered Paper Association;

— The Paper Federation of Great Britain; and

— The Corrugated Packaging Association;

— The Association of Soft Tissue Paper Manufacturers.

The UK paper industry has long supported credible forest certification as a means of demonstrating that
the woodpulp it uses (1.8 million tonnes in 2004) comes from well managed forests. The UK has the 6th
largest paper market in the world and the second largest in Europe. It has been the focus of a high level of
activity from paper specifiers seeking assurance of well managed forestry sources.

How useful has the work of the CPET proved. How should its role develop to ensure progress on the issue of
sustainable timber procurement?

Although the paper industry has embraced the concept of forest certification as a means of providing
independent evidence of well managed forest sources, it has not been able to promote certification per se
because there has been a continual debate about which of the 2 international schemes, FSC and PEFC, is
superior.

The work of CPET has been extremely useful in this regard. The paper industry was initially sceptical
because it feared the process may not be objective. It therefore monitored developments closely and believes
that CPET oVers a way forward which is welcomed. CPET should regularly monitor all the certification
schemes it has endorsed, amend its criteria when appropriate and assess new schemes as they emerge.

UKGovernment should also promote CPET throughout Europe. It would bemost unhelpful ifMembers
States developed diVerent criteria for the procurement of sustainable timber.

How reliable are the certification schemes for timber endorsed by the CPET? Are there concerns regarding the
legality or sustainability of any of them?

The paper industry has no concerns regarding the legality or sustainability of any of the schemes endorsed
by CPET. For a number of years the European paper industry promoted the concept of mutual recognition
in the belief that a number of schemes were equivalent in the level of assurance they delivered. This debate
has tended to obscure the promotion of forest certification as an assurance tool.

CPET has set a benchmark for legality and sustainability. CPI accepts that it does not imply equality of
schemes and that some schemes may address, and provide assurance, in more areas than others.

In reality certification is not sustainable unless it can harness support from key stakeholders such as
industry, ENGOS, forest owners and consumers. The endorsed schemes encompass these actors: FSC has
the support of most environmental groups, SFI industry and PEFC owners of small forests. None of these
groups has supported this lengthy and costly process to deliver anything other than legality and
sustainability assurance.
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Is there suYcient data available to determine where and how timber purchased by Government is sourced?

We believe so.

Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

If forest certification schemes meet minimum threshold criteria they should adequately meet the
requirements of the EU without damaging forest or biodiversity. An alternative is the proposed timber
licensing scheme. But care is needed to ensure that developing countries do not become overburdened by
costs, bureaucracy and duplication of eVort. Many countries feel the need to have “ownership” of schemes
used to prove their credibility in terms of sustainable forestry. The EU and UK government should be open
to new ideas and not try to make “one size (or even four sizes) fit all”.

Should the social impacts of forestry be taken into account within certification schemes? Would it be legal to
do so?

Our understanding, based on advice from Government, is that social issues are omitted from forestry-
related contracts as a result of procurement law. Credible certification schemes signify legality and in
countries where human rights are enshrined in law, and where the law is strictly observed, this should be
suYcient.

It would be naı̈ve however to believe that this was the case throughout the world. The UK paper industry
acknowledges that to be truly sustainable forestry management has to be a positive force for peoples that
depend on, and live in, the forest. It may be impossible to develop generic social criteria to meet every
circumstance and a solution may be to develop nationally specific criteria for schemes being applied in
countries where there is legitimate concern.

How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

TheUK paper industry uses little, if any, woodpulp from Indonesia and therefore we do not feel qualified
to respond to this question.

Does the inclusion of forestry project, in the Clean Development Mechanisms within the Kyoto Protocol have
any implications for certification schemes?

This could be a very positive driver for forest certification as an indicator of sustainability that growers
could use to verify eligibility for CDM. Certification schemes may have to adapt to be able to quantify
carbon sequestration.

We would be pleased to provide any further information you require, meanwhile we thank you for giving
us the opportunity to comment on CPET.
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APPENDIX 8

Memorandum from FinnForest UK Ltd

General Comments

Finnforest UK Ltd. is part of an international Finnish co-operative the Metsäliitto Group owned by
131,000 forest owners. In the UK we are the largest timber importer and distributor of timber and timber
products. We supply DIY, merchant and construction companies so very often one step removed from the
final consumer.

Wood is the only construction material that can be classed as truly sustainable and renewable; if it is
sourced fromwell managed sources. As such our company is the largest supplier of certified timber products
in the UK and we welcome market drivers that support and promote legal and sustainable timber.

We would like to oVer the following comments based on our experience of having representation on
CPET as part of Finnforest’s Presidency of the Timber Trade Federation and being at the front line as the
UK Government Procurement Policy has been implemented.
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Summary

— UK Government Policy has had a very positive impact on the demand for legal and sustainable
timber and will help support those countries in the developing world to implement forestry
improvements.

— CPET is an excellent initiative to encourage harmonisation in the UK market place is terms of
mutually recognising schemes and setting standards for Category B evidence.

— The trade is keen to work with CPET to educate the market, improve reporting and advise on the
availability of legal and sustainable timber.

— Welcome the decision to revise CPET assessment criteria to continually improve and take account
of future requirements; but this must done as to not dramatically change the goal posts.

— Finnforest UK Ltd supports the FLEGT initiative and as an international company coupled with
the fact themain certification schemes are international, we would encourage theUKGovernment
to advocate harmonisation of Government Procurement Policies across the EU.

1. How useful has the work of CPET proved? How should its role develop to ensure further progress on the
issue of sustainable timber procurement?

The timber trade is very competitive and as such has historically been price sensitive. Finnforest UK
support the UK Government Policy and the formation of CPET as the largest market driver for legal and
sustainable timber in the UK. This is a very welcome development in our view as it supports suppliers and
protects our and their investments in activities to move towards sustainability. This is particularly welcome
in developing countries. In our experience a year ago suppliers in the Far East and Brazil were not interested
in certification. Now there is more demand and more of a unified message from the UK; attitudes are
changing and this is ultimately having a positive impact on forestry in countries where illegal logging and
deforestation are rife.

We believe the market is very often confused on what are the contract requirements, what is chain of
custody what is legal and sustainable; this is based on our enquiries we receive and discussions with other
traders. Invariablywewould deduce that at this present timeGovernment contract requirements will be very
often not met as both the supplier and customer does not understand what to look for. CPET’s remit is to
address this but the task is huge. Finnforest UK has already had positive discussions with CPET/DEFRA
on closer working to educate the market place to utilise resources on both sides.

The role of CPET should be broadened to become a UK advisory body on legal and sustainable timber.
It essentially could become commercial and sell its service as the Government recognised it didn’t have the
in house expertise to assess legality and sustainability; many local authorities, companies and organisations
are in the same position. This would mean that interpretations and examples of evidence for category B
evidence are uniform across the market so there would be no need for duplication. On this basis we believe
the CPET process which has representation from TTF and WWF should be broadened with equal
representation from industry and eNGO’s.

CPET is certainly impacting the market and we believe is helping to go someway into addressing the
mutual recognition issue between the certification schemes; something the trade is extremely keen to have.
Many of our customers are using CPET as the market requirement and many now request legal and
sustainable timber in line with the CPET assessment. This is vital for the timber industry as the controversy
is turning some potential customers away from timber to use less sustainable materials such as steel and
concrete.

2. How reliable are the certification schemes for timber endorsed by CPET? Are there concerns regarding
either the legality or sustainability of any of them?

The CPET process was simple to understand and covered the issues very well. We welcome the decision
for CPET to revise assessment criteria and believe this should be done to continuously improve and take
account of future requirements. However, time should be given to settle the process first and any changes
should not be done radically which eVectively changes the goal posts dramatically.

The certification schemes ultimately have the same objectives but have been developed from diVerent
beginnings; FSC developed for countries where governance is diYcult in the tropics or where the forests are
large. PEFC on the other hand was developed and is muchmore suited to the many small forest owners that
are very common in Europe. Sweden is the classic example of this, all state owned or corporation owned
forests are FSC; in contrast all the forests that are owned by small forest owners are PEFC. CPET has and
should continue to embrace diVerences in certification schemes as forestry is diVerent in diVerent countries.
Finnforest UK supports all certification schemes and believes that the schemes currently endorsed provide
a sound basis for legality and sustainability.



3211811008 Page Type [O] 19-01-06 22:43:11 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 135

3. Is there suYcient data available to determine where and how timber purchased by Government is sourced?

No.Many of our customers are not often aware that they deal with a Government contract or even Local
Authority. In some cases they do not understand the way Central and Local Government works in others
they are a sub-contractor. The UKGovernment Policy has raised this issue as many of our customers/trade
feel for the first time they are actually being asked information; this has rarely been witnessed before. This
is perhaps an area that the industry could work more closely with the Government on in terms of reporting
and the availability of legal and sustainable timber. Could this bemade a KPI for both Central Government
departments and perhaps this is a way to push this policy in to local Government; in terms of Best Value
reporting and targets on legal and sustainable timber as currently happens with reporting on others such as
percentage recycled in each authority?

4. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental eVects on forests and biodiversity in developing countries? What other approaches
should be used?

No—certification only covers 7% of the world’s forests. However they are the easiest way to prove legality
and sustainability through the audited Chain of Custody. Forest certification has proved diYcult in
developing countries and there are other step wise systems being developed such as tracking systems for
timber that should bemerited. As suchUKGovernment’s decision to consider Category B evidence for legal
and sustainable timber is welcomed.

5. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have an impact?

The FLEGT proposals are very good as it recognises that the issue of illegal logging is not just about the
exporting countries but the importing countries need to share some of the responsibility. Finnforest UK as
part of the Timber Trade Federation supports the concept of legislation as long as this does not incur large
costs on what is a low value product. Other legislation has already impacted our industry such as CE
marking, Heat Treatment as well as Certification and Chain of Custody that require considerable
investment. The success of the Voluntary Licensing Scheme will depend on the participation of some of the
major supplying countries such as Russia and Far East.

One concern would be how EU deals politically with countries such as Indonesia. Their Government has
promoted its ownBRIK system as away to combat illegal logging; the systemhas been proved beyond doubt
to be ineVectual. What would happen (politically) if the Indonesians put this forward as their proposal for
licensing?

6. Should the social impacts of forestry be taken into account within certification schemes? Would it be legal
to do so?

Yes, as forests cannot be sustainable if the local community is not part of the management. CPET has
included some social aspects in that social law is inherent in the laws of that country and includes multi-
stakeholder engagement as part of the assessment. Generally most certification schemes cover social issues
to varying degrees. Broadly speaking, in Europe social aspects are covered by existing laws and there are no
issues of governance. However, in developing countries sometimes social well-being is not covered in the
law or if it is, it is ignored. On that note it is important to take into account the laws of any country.

7. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

Finnforest UK helped shape the Timber Trade Federation’s Indonesian initiative. In our view to combat
the issue on Indonesia it needs to be done at the political and the local business level. The political level opens
the doors whilst oVering some financial incentive allowing the business to business negotiations to go ahead.
If the political will hadn’t been there in Indonesia many of the mills would have been reluctant to move
forward due to political threats of closure.

September 2005
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APPENDIX 9

Memorandum from the Forest Products Association of Canada (FPAC)

Background on FPAC

TheForest Products Association ofCanada (FPAC) consists of Canadian forest products companieswho
managemore than 70% of themanaged forest land in Canada. In January 2002, FPACwas the first national
forest industry association in the world to commit its members to achieving 3rd party sustainable forest
management (SFM) certification on lands under their direct management. Members have until December
2006 to achieve 3rd party SFM certification to the CSA, FSC or SFI certification standards. New members
have five years from the date of joining FPAC. This commitment has resulted in substantive certification
progress across our membership, and has positioned Canada as the global leader in SFM certification (See
Annex 1). In fact, Canada has currently more 3rd party certified forest land (113 million hectares) than any
other country. Hence buying fromCanadamakes purchasing of forest products from certified sources easier
than in most nations.

FPAC’s Views on CPET

FPAC is pleased that many buyers of Canadian forest products (companies and governments alike) are
increasingly recognizing the credibility of the CSA, SFI and FSC SFM standards and the rigor of their
requirements. FPAC is also pleased that CPET recognizes all three SFM certification standards in use in
Canada. FPAC has done many comparisons of the CSA, SFI, and FSC standards.2

FPAC believes that those 3 SFM standards promote key public values and sustainability. Many
comparisons consider standards based on what they once were, rather than reflecting the changes made to
those standards through revision processes. FPAC believes that many of the concerns once raised about
those certification standards have now been addressed through revisions.

FPAC also feels that the Programme for Endorsement of Forest Certification schemes (PEFC) is a strong
forest certification endorsement program.We are very pleased to see that the recent DEFRAannouncement
stated that “CPET has now endorsed PEFC and SFI, alongside formerly endorsed CSA and FSC as
providing assurances of both legal and sustainable timber”. Indeed, PEFC has grown to endorse 123million
certified hectares and it is interesting to note that over half of those endorsed hectares can be attributed to
recognition of the CSA SFM Standard.

We understand that as part of the CPET initiative, the CSA, FSC, SFI, PEFC, and Malaysian schemes
were assessed against specific criteria (not specific to one standard) , and that the relevant standards bodies
were given several opportunities to clarify their standards. This is commendable as there is not just one path
to sustainability. We believe that all certification standards promoting sustainable forest management
should be given serious consideration.

It is also important to note that many endorsement schemes (ie FSC and PEFC) recognised that
standards’ requirements must reflect the various national and regional contexts. Both PEFC and FSC have
common level thresholds for endorsement based on specific criteria, but then the standards they endorse
should never be considered to be equivalent. What the PEFC and FSC approaches have in common is that
the standards they endorse all meet minimum common thresholds. If an analysis were undertaken, it would
become clear that in many of the FSC standards across the world, the treatment of chemical use, clear-
cutting, and other hot button issues such as old growth varies dramatically as it is also the case for PEFC.
This is raised because some FSC proponents believe inaccurately that FSC does not certify forests that have
been clear-cut, that have old growth harvested, or that have chemicals applied to them. This is simply not
the case. This is not a criticism of the FSC, but rather an expression of the variance and values across regions
and nations that come to be recognised. Hence, those conducting the inquiry should understand that no
standard is a golden standard, but that all four of those standards currently ranked “sustainable” under
CPET are indeed leaders in promoting sustainable forest management through transparency, public input,
forest management objectives, and an independent 3rd party audit.

FPACcannot comment on theMalaysian standard as it is not one thatwe have familiaritywith.However,
FPAC hopes that developing nations will be given the opportunity for endorsement based on a phased
approach to certification with clear benchmarks and timeframes. Many developing nations with
institutional and enforcement challenges need incentives to keep improving, and not barriers from the
marketplace.

2 You can see a copy of the most recent study “Certification Similarities and achievements” on the following link: http://
fpac.thinkup.com/en/resource–centre/PDFs/certification–similarities–E.pdf
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CPET should be proud of its accomplishments and the positive changes it has encouraged. For example,
as a result of CPET initial rankings of legal for SFI and PEFC, the proponents behind these standards
quickly responded to address the shortcomings as set out by CPET. SFI moved quickly to endorse an
internationally recognised chain-of-custody standard to track certified content in forest products, and
PEFC moved for more transparency in the audit process and audit reporting. Nobody knows for sure
whether these changes would have occurred without the leadership of CPET, but the swift response by these
standards organisations to revise their certification program in the exact areas where CPET raised concerns,
is indeed an indicator that CPET is promoting positive changes. CPET is not only endorsing certification
programs that meet its requirements, but is also promoting SFM by bringing about improvements in forest
certification programs whose proponents wish to be recognized in CPET and gain preference in UK timber
procurement purchases.

FPAC trusts that the government of the United Kingdomwill continue to work with all standards bodies
and stakeholders involved to ensure CPET sends the right incentives to both reward and promote positive
change. If you have any questions concerning the material in this letter, please do not hesitate to contact the
undersigned.

Annex 1
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SFM Certification in Canada and 
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APPENDIX 10

Memorandum from the High Commission of Canada

The Canadian High Commission appreciates the opportunity to provide written evidence to the
Environmental Audit Committee on its inquiry into sustainable timber.

The CanadianHigh Commission has been following closely the work of CPET and regards it as a positive
example of a policy developed in a fully transparent, voluntary, and inclusive manner, in accordance with
suYcient scientific evidence.

Canada has 10% of the world’s forests, 20% of its drinking water and 30% of its boreal forest. As the
world’s largest forest products exporter, forestry is important to Canada’s international trade and to its
quality of life. We take forestry seriously and responsibly. It is important to state that 93% of Canada’s
forests are publicly owned. Therefore, Canadian forest companies operate in a highly regulated environment
that is subject to regular scrutiny and audit. Apart from the stringent legislative framework within which
they operate, Canadian forest companies have embraced third-party certification as a way of demonstrating
their sustainable forest management.

Canada is the world leader in third-party forest certification and currently has 113.2 million hectares of
forest certified by one of the following three internationally recognized certification schemes: the Canadian
Standards Association’s Sustainable Forest Management Standard (CSA), the Sustainable Forestry
Initiative (SFI) and the Forest Stewardship Council (FSC).

TheCanadianHighCommission is pleased that CPET recognizes all three sustainable forestmanagement
certification standards in use in Canada as well as the Programme for the Endorsement of Forest
Certification (PEFC) as providing assurances of legality and sustainability. Furthermore, the Canadian
High Commission appreciates that representatives of the five certification schemes assessed were consulted
on the criteria as well as on the draft assessment report. This demonstrates a genuine will for a fair and
transparent process.

The Canadian Government fully supports forest certification as an eVective tool in
the demonstration of sustainable forest management practices; but has a policy of not endorsing any
particular certification scheme to provide our companies with choices that reflect the various national and
regional diVerences, as well as individual company circumstances.
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In summary, Canada supports the development of clear, transparent and inclusive procurement policies,
that are consistent with international trade obligations. Also Canada encourages equivalency and mutual
recognition among certification schemes, in order to recognise and support the diversity of approaches to
sustainable forest management globally. We, at the Canadian High Commission, would once again like to
thank the Environmental Audit Committee for the opportunity to comment, and acknowledge the excellent
work of CPET in developing its timber procurement policy.

October 2005

APPENDIX 11

Memorandum from the Malaysian Timber Certification Council (MTCC)

1. MTCC is an independent organisation established to develop and operate a voluntary national timber
certification scheme in Malaysia. The MTCC timber certification scheme was one of the five schemes
evaluated by the Central Point of Expertise (CPET) under Phase 1 and was considered to be acceptable as
assurance of legally harvested timber but, in its current form, not completely acceptable as assurance of
sustainable timber as defined in the UK Government’s model contract specification.

2. This memorandum aims to provide an update of the MTCC scheme since the CPET report in
November 2004, highlighting the changes that have taken place.

3. The MTCC timber certification scheme began operation in October 2001 using a phased approach.
Prior to 2005, the standard used for assessing Forest Management Units (FMUs) for the purpose of
certification is the Malaysian Criteria, Indicators, Activities and Standards of Performance for Forest
Management Certification (MC&I 2001) which is based on the 1998 ITTO Criteria and Indicators for
Sustainable Management of Natural Tropical Forests.

4. 2005 is the transition year for the change from the use ofMC&I 2001 to a new standard (Malaysian
Criteria and Indicators for Forest Management Certification or MC&I 2002) that has been developed using
the Principles and Criteria of the Forest Stewardship Council (FSC) as the template.

5. From January to May 2005, MTCC has finalised the Assessment Procedures for the MC&I 2002,
conducted briefing sessions to FMU managers in Peninsular Malaysia, Sabah and Sarawak, as well as
trained the auditors and peer reviewers on the MC&I 2002. All new applicants for forest management
certification will now be assessed to the requirements of the MC&I 2002. The assessment of the existing
certified FMUs to the requirements of theMC&I 2002 is scheduled to be carried out either in late 2005 or
early 2006.

6. The standard for chain-of-custody certification is the Requirements and Assessment Procedures for
Chain-of-Custody Certification (RAP/COC). Since February 2005, all new applicants have been assessed to
the requirements of the revised version of this standard, ie the Requirements for Chain-of-Custody
Certification (RCOC). The existing certified companies will also be assessed under the RCOC with eVect
from January 2006.

7. Under the MTCC certification scheme, two types of certificates are issued—the Certificate for Forest
Management to FMUs and the Certificate for Chain-of-Custody to timber product manufacturers or
exporters.

8. Currently nine FMUs with a total area of 4.73 million hectares have been awarded the Certificate for
Forest Management while 66 companies have been awarded the Certificate for Chain-of-Custody.

9. The first shipment of MTCC-certified timber was exported in July 2002, and by the end of July 2005,
a total of 35,419 m3 of MTCC-certified timber products have been exported to The Netherlands, Germany,
United Kingdom, Belgium, France, Greece and Australia.

September 2005

APPENDIX 12

Memorandum from The Royal Society for the Protection of Birds (RSPB)

1. The RSPB works for a healthy environment rich in birds and wildlife and is the UK BirdLife partner
organisation. Our forestry-related work includes advocating changes to EU, UK and devolved government
policies, providing advice on conservation management to forest owners and managers, and undertaking
research into birds and other biodiversity aVected by forestry practices. We own and manage about 9,000
hectares of UK Woodland Assurance Standard (UKWAS)/Forest Stewardship Council (FSC) certified
woodland (SA-FM/COC-1349). The RSPB is a member of the UKWAS Steering Group, and a partner in
the UK Forest Partnership for Action.
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2. The RSPB welcomed the UK Government’s initiative at the 2002 World Summit on Sustainable
Development (WSSD) to address environmental issues associated with international trade in forest
products, and the UK’s specification, procurement and consumption of them.

3. We saw the post-WSSD establishment of the UK’s Central Point of Expertise on Timber (CPET) as
a positive move to advise government on sustainable timber procurement, but are now concerned with the
environmental quality and rigour of the expanded list of forest management certification schemes thatDefra
is now endorsing.

4. We feel that the original CPET assessment in November 2004 was sound—endorsing the
“sustainability” and “legality” of the Forest Stewardship Council (FSC) and Canadian Standards
Association (CSA) certification—but are concerned about the August 2005 broadening of endorsement, to
include environmentally less valid schemes.

5. We share the serious reservations of FERN, FoE, Greenpeace and WWF on the approval by Defra,
following CPET advice, of the Programme for the Endorsement of Forest Certification Schemes (PEFC)
and the Sustainable Forest Initiative (SFI). We believe there is ample evidence that the PEFC and SFI
certification schemes do not yet deliver sustainable forest management. We also believe that these two
certification schemes do not meet the criteria of the CPET process.

6. This reduction in the environmental value of timber procurement policy for UK Government
Departments also negatively impacts on the specification and procurement in devolved administrations and
local authorities, which now follow Defra endorsed CPET advice.

September 2005

APPENDIX 13

Memorandum from The Saami Council

The Saami Council has been informed that the Environment Audit Committee is reconsidering/
evaluating the various forest certification systems recognised by UK through its PEFC—Program for
Endorsement of Forest Certification schemes.

We would like to take this opportunity to bring to your attention the Saami Council’s ongoing dispute
with Stora Enso in Finland, which in essence also exposes the problems related with the Finnish Forest
Certification System—FFCS.

First of all, the Saami Council is an international NGO organising Saami organisations from Norway,
Sweden, Finland and Russia. The Saami people are the indigenous people of Fennoscandia with a
traditional territory covering the northern parts of the threeNordic countries andKola Peninsula in Russia.
Our main purpose as an NGO is to promote and protect the rights of indigenous peoples in general and the
Saami people in particular.

The Saami Council has consultative status within the UN-system and is also part of a global network of
indigenous peoples now recognised as one of the Major Groups within the UN framework.

In the attached documentation [printed below] of our conversation with Stora Enso, we highlight the
continues violations of the Saami people’s rights caused by extensive logging in Saami areas. We also
question the consistency in the certification policy of the company in various countries, as Stora Enso use
the Forest Stewardship Council’s (FSC) certification scheme in almost all other countries than Finland,
where the preference seem to be FFCS. In our case the diVerence between the two certifications is that the
FSC’s requires a developed relationship with indigenous peoples in the area in question.

The Saami Council would like to highlight that the FFCS has not been supported by the Saami people
in Finland through their representative body—the Saami Parliament.

Consequently the FFCS runs the risk of legitimising gross violations on human rights when used on
indigenous peoples’ territories, as is the case in Finland in the Saami areas. To our understanding it is hard
to argue that FFCS is any guarantee for legal and sustainable forestry. The only worldwide certification
scheme that to our knowledge captures the indigenous peoples’ aspect of forestry is the FSC certification,
because—where applicable—an explicit consent from indigenous peoples concerned has to be obtained.

We sincerely hope that these comments are accepted and appreciated and that they can serve as helpful
in your important work in the committee. If needed we are willing to elaborate on our views on the FFCS
as the commission finds necessary, including attending any upcoming hearings.

September 2005
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Annex 1

Letter to Stora Enso Oyj (30/08/05)
Delivered by email

LOGGING ON SAAMI TERRITORY IN INARI—A CALL FOR A
HALT IN STORA ENSOS ACTIVITIES

The SaamiCouncil would hereby like to address some aspects of StoraEnso’s ongoing operations in Inari,
Finland.We hope that some of the issues we raise will be taken under consideration by Stora Enso, and that
we can enter into a constructive dialogue on the issue at hand. As you already may be informed by media
and others that the Saami Council has decided to pursue some issues concerning Stora Enso’s corporate
policy in Inari this letter will hopefully explain the reasons.

The current loggings destroy and diminish the valuable grazing land of the reindeer. By cutting the trees
the important tree-hanging lichen disappears. The waste from the logging is left behindmaking it impossible
for the reindeer to dig for the lichen on the ground. Hundreds of kilometres of new roads are built which
also reduces the reindeer area. Now large areas of the vulnerable sub arctic landscape are ploughed to benefit
the pine tree growth, a technique developed in the south that most likely only will increase the erosion,
further diminishing the reindeer pasture areas. All this will mean that reindeers are not able to access the
necessary nourishment during the harsh winter period. This way the reindeer herders are forced to feed the
reindeer, with increasing costs on a highly pressured way of life. Change of the natural diet of the reindeer
decreases self-suYciency both for the reindeer and the reindeer herder. Self-suYciency in the traditional
Saami reindeer husbandry is very high.

Reindeers avoid logging areas and don’t stay on their own grazing lands but seek for other pasture. This
forces the herders to build heavy fences which decreases even further the available land and increase erosion.
Furthermore this makes the behaviour of the reindeer unpredictable and destroys the natural environment
for the traditional Saami reindeer husbandry.

It is worth stressing that this all takes place in an area where the ownership to the land itself is disputed
by the Saami. Neither the Saami people through its representative body, nor the aVected reindeer herders
have given their consent to these loggings. Consequently the logging is pursued in disrespect of the inherited
rights of the Saami people in Finland.

The Saami Council would like to address a couple of issues regarding Stora Enso’s involvement in the
ongoing logging in Inari and how it complies with your company’s policy.

Firstly we would like to understand the rationale behind the inconsistency in certification policy in your
company. In most of Stora Enso’s European sites your company has chosen to certify the operation in
accordance with the Forest Stewardship Councils certification scheme, except for your operations in
Finland. One of the requirements of the FSCPrinciples &Criteria’s is related to Indigenous Peoples’ Rights.
In its introduction it states clearly that:

The legal and customary rights of indigenous peoples to own, use and manage their lands, territories,
and resources shall be recognized and respected.

Consequently, in the Inari operations, Stora Enso would most likely not acquire a FSC
certification, as the Saami people’s customary and legal rights in Finland are not recognised and respected.
This suggests that Stora Enso in its corporate policy on certification chooses to certify some sites and areas
in some countries and not across the corporate operations. This seems as an inconsistent policy governed by
convenience, and not as a result of a corporate commitment of keeping in line with international recognised
standards.

Secondly the Saami Council would like to ask Stora Enso is how the operations in Inari, in your view,
are in compliance with the commitment your company has made when acquiring listing on the following
index listings:

— FTSE 4 Good Index.
— Requires the company to respect the Universal Declaration on Human Rights

— The Nordic Sustainability Index
— Requires the company to respect the Universal Declaration on Human Rights.
— Requires the company to respect the UN Convention on the Rights of the Child.
— Good Stakeholder relations including relations to local communities.

— Ethibel Investment Register and Ethibel Pioneer Sustainability Index
— Degree to which a company has a formal policy on human rights and the scope and quality

of the principles.
— Degree to which a company distinguishes itself (in a positive or negative sense) in the field of

respect for human rights.
— Degree to which a company does eVorts to avoid violations of international conventions on

human and labour rights by its suppliers and subcontractors.
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— Dow Jones Sustainability Indexes

— Strong focus on Stakeholder relations.

The requirements highlighted here are limited to some relevant Human Rights aspects of the various
Indexes. In addition one could question the environmental and sustainability aspects of extensive logging
as such in a sub-arctic climate, with little prospects of new growth of the boreal forests in question.

Given the detrimental eVects the logging of the old forests in the Inari area has on the reindeer husbandry,
and consequently on the entire Saami culture in the region, and considering Stora Enso’s genuine wish to
conduct its business in an ethical manner, we are sure that Stora Enso will cease purchasing timber logged
in the Inari area, until the logging is conducted in a manner agreed to by the relevant Saami communities.

The Saami Council is currently evaluating the Human Rights aspects of Stora Enso’s operations in Inari.
The Saami Council notes that when listing your shares on the FTSE 4Good index, Stora Enso pledged to
respect eg the human rights and fundamental freedoms contained in the UN’s Universal Declaration of
Human Rights (UDHR). We hereby respectfully suggests that by purchasing timber from the old forests in
the Inari area, Stora Enso is actively contributing to the violation of the following human rights of the Saami
people, contained in the UDHR:

— The fundamental right not to be subject to discrimination based on race, as codified in Articles 1 and
2. UDHR Articles 1 and 2 have been further elaborated upon in the UN’s Convention on the
Elimination of all Forms of Racial Discrimination (the CERD Convention), which in turn has
been interpreted by the UN Committee on the Elimination of all Forms of Racial Discrimination
(the CERD Committee). Through the CERD Convention, as interpreted by the CERD
Committee, it is clear that UDHRArticles 1 and 2 encompass a protection for indigenous peoples’
traditional lands, waters and natural resources, to the extent domestic legislation recognises
private property rights to land for other ethnic groups in the country. As you know, Finnish
legislation acknowledges property rights to land in all areas except on land traditionally used by
the Saami people.

— The right to property, as codified in Article 17. Today, international law firmly establishes that the
right to property encompasses the right of indigenous peoples to own, manage and control their
traditional land, waters and natural resources. This is evident eg from findings by the CERD
Committee, the European Court onHuman Rights, the American Commission onHumanRights
and the American Court on Human Rights.

— The right to culture, as codified inArticle 27. TheUN International Covenant onCivil and Political
Rights (CCPR), also in Article 27, elaborates upon the right to culture. Through CCPR Article
27, and particular through the way the UNHuman Rights Committee has interpreted that article,
it is firmly established that the right to culture prohibits any activity that has as a result that
indigenous individuals can no longer pursue their traditional livelihood. In this context, it is worth
noting that reindeer husbandry constitutes such an activity that is protected under CCPR Article
27, as acknowledged by Finland, and that the article does not allow for any proportionality test.
It is thus enough for a violation of the right to culture to occur that the logging in the Inari area
causes one single reindeer herder no longer to be able to pursue reindeer husbandry, and it is then
without relevance how much value the logging would generate for the rest of society. Specifically
in relation to Finland, the Human Rights Committee has as recently as in November 2004
appealed to the Finnish government: “The State party should, in conjunction with the Saami
people, swiftly take decisive action to arrive at an appropriate solution to the land dispute with due
regard for the need to preserve the Saami identity in accordance with article 27 of the Covenant.
Meanwhile it is requested to refrain from any action that might adversely prejudice settlement of
the issue of Saami land rights.”

The Saami Council further suggests that Stora Enso, when purchasing timber from the old forests in the
Inari area, is arguably actively contributing to the violation of also the following human rights of the Saami
people, codified in the UDHR:

— The right to family, as codified in Article 12. The CCPR has elaborated upon the right to privacy
and family, and the Human Rights Committee has clarified that indigenous peoples no longer
being able to pursue their traditional livelihoods can result in such destruction to their family
structures that amounts to a violation of the right to family.

— The freedom of religion, as codified in Article 18. To the extent any Saami sacred sights are situated
on the area logged, the lumbering potentially violates the Saami people’s right to religion. This is
evident eg from theHumanRights Committee’s interpretation of the right to religion as contained
in the CCPR.

The references to CERD, CCPR etc. are highly relevant, since the terms of the 4good index explicitly
declare that the terms should be interpreted in a dynamic manner based on how international law develops.
As stated above, it is undisputed that CERD, CCPR etc. builds on the UDHR, and thus reflects how the
rights in the UDHR have further developed. Obviously, to the London Stock Exchange it is of fundamental
importance that ethical pension funds, mutual funds and other investors that limit their investments to
shares in corporations that have pledged to respect certain ethical values can trust the 4good index.
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We hereby cordially inform you that if Stora Enso continues to buy such timber, or any other timber that
has been logged in violation of the Saami people’s human rights, Stora Enso leaves the Saami Council with
no other choice than to seek the removal of Stora Enso from the FTSE 4 Good Index and all other Social
Responsibility indices where Stora Enso might be listed.

In all respect the Saami Council would like to invite Stora Enso to a dialogue on the issue and look
forward to receiving your response to the issues raised in this letter.

Aleksander Kobelev Marja-Riitta Lukkari
President Secretary General

Letter from Stora Enso Oyj to Saami Council (06/09/05)

Dear Mr Kobelev and Ms Lukkari

Thank you for your letter dated 30 August, in which you expressed your concern regarding Stora Enso’s
operations in Finnish Upper Lapland. Please find below our comments to the issues you raised.

Stora Enso recognises the unique economic and cultural needs of indigenous people. The Sámi land
ownership question is currently being investigated by the Finnish Ministry of Justice, and the results of the
study are expected to be published this month. Because no other evidence has been presented, Stora Enso
is of opinion that the State is the legal owner of the landmanaged byMetsähallitus. If there are new land use
approaches in upper Lapland based on current or future stakeholder consultations, Stora Ensowill adapt its
would purchasing operations accordingly. Furthermore, Stora Enso considers that Finland is a democratic
society with a well functioning judicial system and Stora Enso presupposes that the Government of Finland
provides legal and stable conditions for all our operations in Finland. Please refer to the Ministry of Justice
for further information on land ownership questions as Stora Enso does not have the mandate to discuss
these issues.

The UN Human Rights Committee has not found any violations regarding Metsähallitus’ loggings in
Upper Lapland, as stated in the latest decision dated 17 March 2005. In case you wish to receive more
information on this issue, please contact the Ministry for Foreign AVairs, which is following up the work
and decisions of the UNHRC.

Stora Enso actively promotes forest certification whenever it operates. As conditions vary in diVerent
countries, Stora Enso recognises the need for more than one forest certification system. TheGroup supports
all independent, credible forest certification systems. In Upper Lapland both state-and privately-owned
forests are certified according to FFCS (Finnish Forest Certification System), which is endorsed by the
PEFC (Programme for the Endorsement of Forest Certification Schemes). Both the Reindeer Herders’
Association and the Saami Parliament, which is the representative body of the Finnish Sámi, participated
in setting the FFCS standard and approved it.

Applying for forest certification is voluntary and based on the decision of a forest owner; therefore we
would kindly ask you to turn toMetsŠhallitus if you are interested in discussion FSC (Forest Stewardship
Council) certification in state-owned forests in Upper Lapland.

However, according to Stora Enso’s forest certification principles, we are ready to promote FSC
certification among those forest owners who have accepted the Finnish draft FSC standard. As many Sámi
and other reindeer herders in Upper Lapland are important suppliers of wood to Stora Enso, we are ready
to establish an FSC group certification and provide group manager services to the group in Upper Lapland
as we have already done in southern Finland.

Stora Enso recognises that logging can have an impact on the grazing land of the reindeer. However, it
is important to consider other factors, such as the current over-population of reindeer. The logging practices
of Metsähallitus in Upper Lapland are specially developed for Arctic conditions. Metsähallitus’ forest
management practices mimic the processes of forests in a natural state and do not endanger their
regeneration. No clear-cutting is conducted and the forest is mainly regenerated by leaving seed trees
standing. Only very light soil preparation is undertaken, and lichen-bearing areas important for reindeer
herding are left untouched.

According to the recent study conducted by the Finnish Forest Research Institute (METLA), many local
stakeholders have a strong desire to ensure the co-existence of reindeer hearding and forestry. Several local
stakeholders, including the Regional Council of Lapland and local municipalities, have emphasised that
Stora Enso, by procuring wood from the area, plays an important role in keeping the area economically
viable. Halting wood purchaseswould not solve the problems in reindeer husbandary, but would cause great
diYculties for other livelihoods in the Upper Lapland. This would also bring diYculties to Stora Enso’s
Kemijärvi Pulp Mill, which is a key employer in the eastern Lapland region; without the mill, the
unemployment rate would increase the current level of 22% to 45% (J Honkatukia and H Törmä, The
Government Institute for Economic Research (VATT), 2005).
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The issues in Upper Lapland are first and foremost socio-economic in nature and related to balancing
reindeer herding and forestry. Stora Enso has been active in seeking solutions in the Upper Lapland
situation. We see that the ongoing participatory Natural Resource Planning process provides a good tool
to continue discussions on how to balance the interests of various stakeholders. Ecological values have been
secured by a very high protection rate, which has been stated also by the Ministry of the Environment.

It is of vital importance to secure the co-existence of all livelihoods-and all stakeholders. In this context,
Stora Enso purchases wood from Upper Lapland. For Stora Enso sustainability is about finding a balance
between environmental, social and economic issues.

Should you have any further questions, we would be happy to provide more information.
Yours sincerely
Matti Karjula
Senior Vice President
Stora Enso Wood Supply Finland

Letter to Stora Enso Oyj (16/09/05)
Delivered also via email
Dear Mr Karjula

The Saami Council would like to extend our gratitude for your letter of 6 September 2005, in which you
outline StoraEnso’s positionwith regard to the logging activities in FinnishUpper Lappland.We verymuch
appreciate your frank and open response to our concerns and questions.We are confident that through such
direct communication, we can reach a mutual understanding with regard to the situation at hand. Before
going into the material issues, we have a question of a more formal character. As you are aware, the FTSE’s
4Good Index requires that issues relating to social responsibility and human rights are handled by the Board
of the Stora Enso Group. We would therefore be most grateful if you could kindly explain to us your
position within the Stora Enso Group.

With regard to the responses in your letter of 6 September 2005, we have the following comments and
observations.

Ownership to Land

It is correct that the Saami people’s ownership right to traditional land on the Finnish side of Sápmi is
currently subject to oYcial investigation. The Saami parliament in Finland and other Saami institutions,
including the Saami Council, have expressed profound concern with regard to in what manner Finland
conducts these investigations. Regardless, the fact remains that the Finnish state is conducting research in
an attempt to settle the ownership issues eg in the Inari area. Consequently, Finland’s oYcial position at
this point is that it is unknown who owns the forests in which the logging activities in dispute are conducted
(see eg B9/1999 rd, Justiekanslerns I statsrådet berättelse om justitiekanslers ämbetsåtgärder och
iakttagelser rörande lagarnas efterlevande, avgiven för år 1998, Helsingfors 1999).

With all due respect, given that the Finnish state cannot tell who owns the land areas in question, the
Saami Council finds it rather remarkable that Stora Enso takes on the role as judge, and reach an “opinion
that the State is the legal owner of the landmanaged byMetsähallitus”. It would probably benefit our future
dialogue if you could be so kind and somewhat elaborate upon how you have managed to reach this
conclusion, contrary to Finland’s oYcial position. In doing so, please note that there seems to be some kind
ofmisunderstandingwhen you declare that no evidence has been presented that supports a Saami ownership
right to the land areas in question. On the contrary, quite extensive evidence have been presented that
demonstrate that the Saami people—also under Finnish domestic law—holds ownership right to at least
parts of Lappland, and quite possibly also to the Inari area. (See egKorpijaakko-LabbaKaisa: Valtionmaat
Suomen kiinteistöjärjestelmässä—16 September 2005 2(5) erityisesti silmällä pitäen saamelaisten
maaoikeuksia. Oikeustiede—Jurisprudentia 2003, p 299–350.) Also a state investigator has demonstrated
that Finland historically acknowledged that Saami individuals in Lappland individually or collectively had
rights comparable to today’s ownership right. (See, Wirilander Juhani: Lausunto oikeusministeriölle
maanomiostusoloista ja niiden kehityksestä saamelaisten kotiseutualueella, 8.8.2001). In comparison, no
evidence has been presented suggesting that the Finnish state is the owner of the same land area.

We believe that Stora Enso’s “position” that the state is the owner of the land managed byMetsällitus in
itself constitutes a serious violation of the Saami people’s human rights. Stora Enso has unilaterally decided
to completely disregard any right the Saami people might have to its traditional land. Surely, Stora Enso
cannot have taken such a huge decision lightly. We thus presume that Stora Enso is able to substantiate its
position. However, if not, the Saami Council expects that the London Stock Exchange and other bourses
with social responsibility indexes will agree that taking such a unilateral position constitutes a violation of
the eg the Saami people’s right not to be subject to discrimination, codified eg in the Universal Declaration
on Human Rights.

As a final observation, might we add that the Saami Council finds your comment that Stora Enso “do
not have the mandate to discuss [land ownership questions]” somewhat odd, given that Stora Enso at the
same time unilaterally decides that the Saami people has no such rights.



3211811013 Page Type [O] 19-01-06 22:43:11 Pag Table: COENEW PPSysB Unit: PAG1

Environmental Audit Committee: Evidence Ev 145

Cultural rights etc

The rather lengthy discussion above is motivated by the weight Stora Enso appears to be placing on the
ownership issue and by that the Saami Council believes it important to be crystal clear on what is the current
status with regard to who owns the land areas in dispute. That said, one should be equally clear on that the
ownership issue is of little relevance in this particular context. For most of the human rights we list in our
30 August 2005 letter, and that we suggest are violated by the logging that Stora Enso supports, it is
irrelevant whether the state, the Saami people or someone else owns the land. These human rights
predominantly protect the Saami people’s culture and society irrespective of who owns the land areas where
the reindeer herding is pursued. Thus, with all due respect, Stora Enso’s arguments with regard to ownership
are thus not only erroneous in fact, but also beside the point. Essentially, they do not address the concerns
and problems that we have raised.

Finland as a Democratic Society

Generally speaking, the Saami Council of course does not object to that, “Finland is a democratic society
with awell functioning judicial system”. However, one should note that the Saami issues make an exception.
TheUnitedNations have on several occasions criticised Finland for not respecting the Saami people’s rights,
and in particular the Saami people’s right to land.

In this context, allow us to clarify that the Human Rights Committee (HRC) decision you refer to (dated
17March 2005) lacks relevance to the present situation. Firstly, as far as we are aware, Stora Enso does not
purchase any timber from the area in dispute in the decision referred to. Secondly, and more important, the
issue in the 17March 2005 decision concerned the question whether the reduction of the maximum number
of reindeer in the Muotkatunturi Herdsmen’s Cooperative constituted suYcient evidence for a claim that
the negative consequences of certain specific logging projects violated the complainant’s human rights. The
fact that the Committee found the evidence insuYcient did not mean any change in the Committee’s general
position that:

— Whenever conducting logging or other activities in reindeer herding lands used by the Saami,
Finland will be cautious of the risk that such interferences may endanger the right of the Saami to
enjoy their own culture (the two LŠnsman cases against Finland).

— Finland should, in conjunction with the Saami people, swiftly take decisive action to arrive at an
appropriate solution to the land dispute (Concluding Observations on Finland 2004), and 3(5).

— Finland is requested to refrain from any action that might adversely prejudice settlement of the
issue of Saami land rights (same).

As expressed in our 30 August 2005 letter, we assert that the above positions by the HRC indeed require
that Finland halts all logging activities in the Saami areas, obviously including Metsähallitus logging
activities in the Inari area.

The Finnish Forest Certification System (FFCS)

There seems to be a misunderstanding with regard to your description of the background of the FFCS.
It is correct that the Saami parliament participated in the FFCS process. It has never, however, approved
the FFCS, the reason being exactly that the FFCS fails to protect the Saami people’s culture and traditional
livelihoods. Had FFCS contained such provisions, the logging in the Inari area would violate the FFCS.

The Reindeer Herders’ Association (RHA) is not a Saami organisation. Whatever view the RHA might
or might not have on the FFCS, or the logging in the Inari area, is thus without relevance.

The Saami Council would like to thank Stora Enso for your advice to bring up the issue of Forest
Stewardship Council (FSC) certification with Metsähallitus and in particular for the oVer to promote FCS
certification among forest owners. We might initiate such a process in the future. At this point and in this
context, however, we are discussing whether Stora Enso conforms with undertakings made when listing eg
on the FTSE 4 Good Index.

Allow us here tomake a general observation. It appears that Stora Ensowishes to place a lot of the burden
of action on either the Finnish government and/orMestähallitus. We can of course be wrong, but the Saami
Council is not convinced that the FTSE 4 Good Index would hold that a failure by Finland and/or a state
owned company to act to protect the Saami culture legitimises Stora Enso to contribute to the violation of
the Saami people’s human rights.

“Over-population” of Reindeer vs Over-logging of Reindeer Grazing

Stora Enso makes it too simple for itself when claiming that the area in question has an “overpopulation”
of reindeer. The number of reindeer that can winter-graze a particular area depends on how rich the area is
in lichen, growing on and under trees that are currently being logged in the Inari area and that Stora Enso
purchases. Hence, rather than claiming that there is an “over-population” of reindeer, one can as well say
that there is insuYcient grazing. Consequently, similarly to the ownership issue, it appears that Stora Enso
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has taken a position based on politics, rather than on facts. Perhaps the position is based on your perception
that “lichen-bearing areas important for reindeer herding are left untouched”. Here, however, Stora Enso
must have been provided with erroneous information. Obviously, had lichen important for traditional
Saami reindeer husbandry been left untouched, we would not be having this conversation. Indeed, in this
particular case, it is more correct to say that there is insuYcient grazing, rather than an “over-population”
of reindeer. The number of reindeer in the Inari area has not increased over time. It is the grazing areas that
have dramatically decreased. Today, only 10% of the tree-hanging lichen (skägglav) remains compared to
the situation 50 years ago. To make matters worse, following the logging of the forests in the Inari area,
about half of the ground lichen (renlav) has gone. Both kinds of lichen are continuing to decrease due to the
logging of old-forests. The more areas that are logged, the “bigger” the number of reindeer appears,
compared to the grazing. So one could wonder if it is not a little bit bold of Stora Enso to defend its purchase
of old forests by referring to an “over-population” of reindeer, given that, if so, it is Stora Enso itself that
creates the claimed “over-population”, by actively supporting the same logging activities that result in the
claimed “over-population” of reindeer.

The facts of decreasing pasture areas and a steady number of reindeer are of course documented and can
be presented to Stora Enso or elsewhere. Perhaps, however, Stora Enso has other documentation that
supports its conclusion that there is an “over-population” of reindeers, rather than an over-logging of old
forests? If so, the Saami Council would of course be very grateful if you could provide us with these facts.
Or maybe, as stated above, Stora Enso’s position was based on the misunderstanding that forests important
to reindeer herding are left untouched? If this is the case, the Saami Council is sure that Stora Enso, who
“recognises the unique economic and cultural needs of indigenous people” will halt its purchase of timber
from Upper Lappland until Stora Enso can guarantee that the timber does not originate from areas
important to traditional Saami reindeer husbandry.

In this context, the Saami Council would again humbly repeat our suggestion that Stora Enso subscribes
to FSC’s certification scheme. As stated above, the Finnish certification scheme FFSC does not protect the
forests important to traditional Saami reindeer herding, that we understand that Stora Enso wants to
respect. As stated in our letter of 30 August 2005, subscribing to the FSC’s certification scheme would also
correct what appears to be a lack of consistency in your policy towards what social responsibility indexes
to subscribe to.

Co-existence between Reindeer Herding and Forestry

The Saami Council is of course aware of the forestry industry’s importance to Upper Lappland’s
economy. We have no doubt that Stora Enso, by purchasing wood from the region, assists the area
financially. So far there is no problem. The Saami Council further notes, and shares, your desire to achieve
co-existence between traditional Saami reindeer herding and forestry. To this second aim, however, Stora
Enso is not contributing at the moment. In fact, you are actively cooperating in a process that destructs
traditional Saami reindeer husbandry. You express a need to balance the interest between forestry and
reindeer husbandry. There is no balance at the moment. Old forests rich in lichen in the Inari area of
fundamental importance to traditional Saami reindeer husbandry are being logged without any
consideration being given to the reindeer herding’s needs.

The Saami Council has no doubt that Stora Enso genuinely wishes to conduct its business in a socially
viable manner. We are sure that your listing on the FTSE 4 Good and other social responsibility indexes
reflects a sincere company policy. Therefore, the Saami Council is convinced that Stora Enso will stop
purchasing timber from areas of importance to a continued traditional Saami reindeer husbandry.
Seemingly, Stora Enso purchasing timber from the Inari area has been a result of Stora Enso being provided
with misinformation, claiming that forests important to traditional Saami reindeer husbandry are spared.
The forest industry can continue to log in forests outside such areas, and Stora Enso can certainly continue
to purchase such timber, in order to support the economy in Upper Lappland. This way, traditional Saami
reindeer husbandry and forestry can coexist in a balanced manner, which achieves the end result that both
Stora Enso and the Saami Council desire.

The Saami Council is thus confident that traditional Saami reindeer husbandry and forestry can coexist,
in a sustainable manner. That said, however, it important to underscore that if this for some reason should
not be possible, forestry has to give way. Traditional reindeer husbandry constitutes a fundamental building
block in the Saami culture, which various UN bodies have confirmed and Finland also acknowledges. As
a fundamental part of the Saami culture, international law is crystal clear on that traditional reindeer
husbandry enjoys an absolute protection. Consequently, should a competing activity, in the present case
forestry, result in Saami reindeer herders not at all, or only with great diYculty, being able to continuously
pursue reindeer husbandry in a traditional manner, the logging is not allowed. International law is further
clear on that that is so regardless of how important the forestrymight be to the economyofUpper Lappland.

In conclusion, the Saami Council presumes that Stora Enso will halt its purchases of timber from the Inari
area. We appreciate the frank and open dialogue we have had on this issue so far. We hope this sincere
exchange of views will continue. In this spirit, please be informed that the Saami Council is preparing a
report reviewing the human rights situation in Finland with regard to the Saami people. In the report will
be reviewed to what extent—in our opinion—companies operating in the Saami areas conform with the
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requirements of the FTSE 4 Good Index and other relevant social responsibility indexes. The report will of
course be sent to these index companies, and possibly also to pension funds etc. that invest in companies
claiming to conduct their business in an ethical manner. We are further seeking to set up a meeting with
representatives for the FTSE 4 Good Index, possibly in November, to discuss eg logging activities in the
Saami areas. However, before discussing the matter with the FTSE 4 Good Index people, we would like to
hear Stora Enso’s response to our comments above.
Yours Sincerely,
Aleksander Kobelev Marja-Riitta Lukkari
President Secretary General
Saami Council

APPENDIX 14

Memorandum from T Brewer & Co.

We are writing in connection with this enquiry as a privately owned timber importing, machining and
merchanting business, operating within London. Formed originally in 1888 and owned by the current
shareholders since 1992, T Brewer & Co (Brewer’s) has a real interest in this issue and hopefully is also able
to contribute points from this perspective that will be of use to the Committee.

As activemembers of theTimber TradeFederation, Brewer’s has signed up to theResponsible Purchasing
Policy (RPP) and has Chain of Custody (CoC) Certification for CSA, FSC, MTCC, PEFC & SFI schemes
either directly or through the auspices of BM TRADA.

Brewer’s day to day trading business involves the sales of sawn, machined and a variety of timber based
panel products, to all manner of customers, from small individuals to major PLC’s, working on every
conceivable level of construction based projects, mainly in London.

Overmany years Brewer’s has taken a great deal of interest in the issues surrounding sustainability and the
environmental impact of timber and therefore, whilst time is inevitably a limited commodity, particularly for
small businesses, we feel that it is extremely important for the Committee to receive feedback from
companies such as ourselves, to hopefully help balance out the high level of interaction, particularly from
NGO’s, who see lobbying as a mainstream activity.

It is also probably worth pointing out that the PEFC are the body that appear to have put the most eVort
into suggesting that companies submit information to the Committee, which would seem to suggest that
they are very comfortable with this situation, whereas the other large scheme with a high profile in the UK,
which seems to usually have a great deal of comment available across a wide range of issues, has not made
any eVort to highlight the work being undertaken by the Committee.

We have endeavoured to answer your questions as fully and factually as possible, but inevitably those
issues closest to our business activities will have a more relevant content.

1. How useful has the work of the CPET proved? How should its role develop to ensure further progress on the
issue of sustainable timber procurement?

CPET has provided a framework from which to move forwards and what is needed now is a time of
stability, so that businesses can tackle this issue, instead of reacting to even more change! To this should be
added the large cost burden that has already been borne by companies to ensure high levels of CoC
administration, which needs to be seen as a commercially viable system to give it credibility—constant
change will devalue this process because other parties will not understand what is already an extremely
complex area, thereby allowing the purchasers of timber products to be confused or possibly deceived.

The European aspects also need to be borne in mind, so that a harmonized eVort is available across the
EU, to increase the understanding of this complex issue and also to allow larger companies to promote
sustainability against a known set of rules.

2. How reliable are the certification schemes for timber endorsed by CPET? Are there concerns regarding
either the legality or sustainability of any of them?

We are probably not in a strong position to comment on this, but we have seen a great deal of
“squabbling” between schemes, creating a “turf war” that has actually made it diYcult for us to promote
sustainable timber at times. Thankfully the latest announcement by DEFRA on schemes, whereby the
PEFC & SFI have been included has levelled a large amount of anomalies which can only be helpful to
responsible companies, promoting sustainable timber. After all, while this “squabbling” was going on, it
eVectively devalued the whole issue and allowed timber with far lower credentials to pass through the
system—this is a moving target that needs addressing, not some new product to be released at a later date;
therefore the controls embraced under CPET have at least raised the threshold significantly and that must
be a very good thing for sustainable timber.
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3. Is there suYcient data to determine where and how timber purchased by government is sourced?

No. Whilst some schemes, one in particular, appears to make great claims about volumes and values of
government procurement of sustainable timber, on the ground there does not appear to be any known way
of evaluating it.

One of the key problems is that these schemes are designed to promote how much certified timber has
gone through the system, so that the schemes can then “fanfare” their amazing achievements!

In other words, companies bring in certified products and submit returns based on that—what no one
ever asks or records is how much of this volume is actually requested by the end user!

Whilst demand is growing, it is still a small fraction of the overall volume/value sold. As far as government
contracts are concerned, the chain is lengthy and “broken” by lack of understanding by the construction
companies, their sub-contractors and other interested parties.

This is where many companies are currently acting in good faith, waiting for CPET and other government
initiatives to pull through an improved level of understanding, both from their own people as they specify
materials, and by the various parties in the chain beneath them.

During question 1 we mentioned the importance of consistency and stability—there have been so many
changes to date and what is required now is a period where each member of the chain can actually
concentrate on conformance.

4. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental eVects eVects on forests and biodiversity in developing countries? What other
approaches should be used?

Yes. Timber in itself is as far as we understand the ONLY renewable building material that is available.
The vast majority of all timber used is in construction and within that the main timber supplied is softwood
(pine and spruce). Whilst there will be issues around the finer points of sustainability, most softwoods are
extremely sound on all measures of sustainability. Indeed a huge percentage of the softwoods used come
from countries within the EU!

The shame of all this is the amount of time, cost and eVort put into researching these issues, whilst other
materials (plastics, steel, aggregates etc) seem to almost be considered “eco-friendly”. This often leads
decision makers to opt for far less environmentally friendly products, in the misguided opinion that using
timber products is “bad”.

There are, in volume terms, relatively small quantities of less sustainable timbers brought into the UK
and other EU countries and it is accepted that there are a wide range of issues surrounding the legality of
them. The main eVort on these materials needs to come through interaction with the governments of those
countries, across a wide range of issues, including poverty and corruption. The EU FLEGT eVort appears
to be the current route for assistance in these matters and those eVorts should continue.

As commented on in question 3, a concentrated eVort using the systems that are already in place through
CPET will control these issues to a very high level.

5. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have a significant
impact?

This is a subject area that our business does not havemuchmainstrean knowledge on, but from the limited
amount of information that we have gathered to date, the EU FLEGT system seems to be a worthy cause,
that appears to be extremely slow, procedural and time consuming. There seem to be a very limited number
of EU sponsor countries and this probably means that the overall interest from member states is low.

If the progress to date is added to this, during some 3 years of eVort to date, then it strikes us that the
whole FLEGT system is just too cumbersome to actually achieve anything of real worth.

6. Should the social impacts of forestry be taken into account within certification schemes? Would it be legal
to do so?

As in 5, our knowledge on this is limited, but it would seem from the information supplied to us from
various parties that the social issues surrounding timber sourcing are already embodied within the main
certification schemes. There is a balance to be struck and care needs to be taken to ensure that the social
impact does not become too large a part of the entire process.
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7. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

As mentioned in 5, the EU FLEGT approach is having some limited impact and the UK is one example
of where real eVort is being made, through its links to West Africa. The Timber Trade Federation, which
in itself is a relatively small organization with extremely limited resources, has been a major participant in
this united eVort and the links being forged in a regionwhere communication and other issuesmake progress
very hard, are definitely showing results.

Indonesia is not an area that we really have much information on.

8. Does the inclusion of forestry projects in the clean development mechanism within the Kyoto protocol have
any implication for certification schemes?

Again, our knowledge on these issues is limited and we cannot really add comments on this question.

October 2005

APPENDIX 15

Memorandum from Travis Perkins PLC

Introduction

Travis Perkins is a major buyer and seller of timber and timber products from all around the world (over
£500 million turnover in timber in 2004 with Travis Perkins andWickes combined). As such Travis Perkins
has made a number of commitments to buy and sell only legal and progressively sustainable timber. Travis
Perkins serves a number of customer group in theUK includingGovernment, house builders, small building
firms and DIYers.

1. How useful has the work of the CPET proved? How should its role develop to ensure further progress on the
issue of sustainable timber procurement?

2. How reliable are the certification schemes for timber endorsed by CPET? Are there concerns regarding
either the legality or sustainability of any of them?

3. Should the social impacts of forestry be taken into account within certification schemes? Would it be legal
to do so?

For the CPET work to be completed; the assessment of various certification standards needs to also
consider the protection that those standards oVer to the social values of the forest. Sustainable timber
procurement must be a three way consideration of economic, environmental and social sustainability, any
consideration of social sustainability is currently excluded fromCPETs assessment and therefore makes the
results of the assessment and the acceptance there after of various certification schemes misleading.

4. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental eVects on forests and biodiversity in developing countries? What other approaches
should be used?

The use of certification schemes ought to be enough to ensure that there are only mitigated eVects on
forests and biodiversity in developing countries. However, two issues need to be considered:

— The adoption of certification as a tool in developing countries is not expansive and therefore
certified products may not be available.

— The variation in performance at FMU level within certification schemes in some cases questions
the validity of the scheme.

To counter the first issue consideration must be given to the various schemes such as the GFTN, TFT or
various pre-certification schemes operated by certifying bodies. These schemes provide some evidence of a
commitment to sustainable forestry by forestrymanagers in an environment where certification is thatmuch
harder to achieve either because of political or financial restrictions on the speed of adoption of independent
and credible certification.

The second issue may need to be tackled by pushing for greater transparency within certification schemes
as to on the ground performance of FMUs so that the eVectiveness of forest certification as tool can be
properly debated.
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5. How satisfactory are the EU proposals for FLEGT? Will they be stringent enough to have a significant
impact?

The issues of timber procurement in certain countries are highly charged and accusations of corruption
and illegality are common place. In a business to business context this can be countered by the careful
selection of credible partners to provide assurances as to the tracability and legality of timber. The FLEGT
process runs the risk of loosing credibility amongst certain stakeholders because it will rely on the checking,
enforcement and licensing in partner countries, of an agreement to only supply legal timber. There is
apparently little in this process that will remove the suspicion of corruption in certain potential partner
countries and this threatens the credibility of the proposal. The licensing process in each partner country
would in particular benefit from 3rd party auditing to increase the transparency in this diYcult area.

6. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK ? What progress has there been on negotiating agreements with further countries?

The bilateral agreement has been influential in Indonesia in raising the profile of the issue both in the UK
and in Indonesia. It has also provided for ongoing dialogue at an intergovernmental level, which has allowed
certain business to business, andNGO to business activities designed to reduce the flow of illegal timber into
the UK to start.
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APPENDIX 16

Memorandum from the Tropical Forest Trust

About the Tropical Forest Trust

1. The Tropical Forest Trust (TFT) was established as aUKnot-for-profit company in August 1999 with
the specific purpose of raising awareness of what forest certification involves, its multiple advantages and
practical engagement in partnership with forest managers to help them progress step by step to FSC
certification. The project program is focused on forests that are able to supply our members with the timber
species and volumes they need, and currently these forests are located in South East Asia.

2. TFT’s membership is growing and diversifying and therefore new projects are being developed in
Africa and South America. The TFT are working with the Congo Industrielle des Bois in the Congo basin,
to certify 1.3 million hectares of forest. This is the first project in Central Africa to pursue FSC certification.
The certification action plan will include engaging with local communities and minority indigenous groups,
such as pygmy communities, in decision making, the formalising of traditional rights, benefit-sharing and
forest management. The Bolivia Sustainable Forest Management Project (BOLFOR) was created by the
Government of Bolivia and USAID to promote sustainable forestry in Bolivia. It is funded by USAID and
is coordinated by TheNature Conservancy (TNC), with nine Bolivian,US andEuropean partners including
the TFT. The TFT’s role will be to facilitate increased timber and processed wood product exports to
European markets.

General Comments

3. The Tropical Forest Trust welcomes the opportunity to respond to the UK Parliament’s Environment
Audit Committee (EAC) Sub-Committee inquiry into sustainable timber. The specification of forest
certification schemes in procurement policies as a tool for sustainable timber sourcing cannot be
underestimated.

4. It is vital that in assessing the ability of a forest certification scheme to deliver sustainable timber
economic, environmental and social factors should be given equal weighting. Sustainable forest
management as both a concept and in practice, is not viable, unless social, environmental and economic
issues are given equal importance. Indeed, these issues are inextricably linked. For example, unresolved land
tenure and traditional rights issues can lead to inappropriate relocation of indigenous or local communities,
causing indirect detrimental impacts on ecosystems and biodiversity outside the forest management unit.

5. Local and indigenous communities, in countries such as Indonesia, are often disenfranchised by
allocation of forest concessions outside their community. This leads to local communities/indigenous
peoples becoming excluded from forests for which they have user rights. Disenfranchised peoples may have
an interest in damaging the assets of concession owners and are often used as a workforce for timber
syndicates, carrying out illegal logging. Lack of full and proper engagement with local communities and
indigenous peoples can therefore lead to detrimental impacts on biodiversity and maintenance of
ecosystems.
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6. It is the TFT’s experience that independent verification of compliance to FSC standards at forest
management unit level, combined with complete COC/tracking through out the supply chain is the only
credible method for ensuring a certified timber product is from “sustainable” source.

Recommendations

7. Opportunities should be sought to ensure the social issues of timber sourcing are addressed by public
bodies involved in procurement.

8. Practical approaches should be developed to increase availability of credibility certified timber to
buyers.

EAC Questions

EAC1. How useful has the work of the CPET proved?

9. The TFT believes that the current outcome of the CPET assessment of certification schemes will prove
useful in assisting public sector bodies in the procurement of legal timber. The helpline, and proposed
workshops and guidance will all be useful tools for public sector bodies wishing to purchase legal timber.

10. However, the assessment criteria did not address the social issues of timber sourcing. This prevents
the assessment from being a useful tool for public bodies wishing to procure timber from well-managed and
sustainable forests, where the social issues of timber sourcing have been addressed. The TFT’s experience
is that social and environmental issues are mutually inclusive. Sustainable forest management as both a
concept and in practice, is not viable, unless social, environmental and economic issues are given equal
importance. As discussed in paragraphs 4 and 5, disenfranchised peoples may have an interest in damaging
the assets of concession owners and are often used as a workforce for timber syndicates, carrying out illegal
logging. Lack of proper engagement with local communities and indigenous peoples can therefore lead to
detrimental impacts on biodiversity and maintenance of ecosystems.

EAC2. How should its role develop to ensure future progress on the issue of sustainable timber procurement?

11. In addition to the current and proposed services CPET aims to deliver, the method for addressing
social issues should be considered. See paragraph 8.

EAC3. How reliable are the certification schemes for timber endorsed by the CPET?

12. There are two components to ensuring reliability of a certification scheme. Firstly and key, is that it
is vital that a certification scheme, purporting to deliver sustainable forest management, is able to provide
evidence of significant improvement of forest management on the ground. It is our experience that
independent verification of compliance to FSC standards at forest management unit level is the only credible
method for ensuring timber is sourced from well-managed and sustainable forests.

13. Secondly, a certification scheme must be able to provide robust traceability and tracking systems,
from the final product, back to the forest management unit. Products certified with a full FSC Chain of
Custody will considerably aid transparency of timber sourcing in supply chains. Partial or compete lack of
wood control will, conversely, significantly reduce transparency of sourcing. In the Tropics, it is TFT’s
experience that implementing a full TFT Wood Control System from forest gate, through in-factory
processes to shipment is the best method for ensuring robust transparency.3

14. Reports such as the WWF/World Bank Alliance (www.forest-alliance.org) Questionnaire for
Assessing the Comprehensiveness of Certification Schemes (QACC) Trial, published in July 2005, reviewed
impacts of forest management on the ground.

EAC4. Are there concerns regarding either the legality or sustainability of any of them?

15. See paragraphs 4 to 6 above. NGOs have raised concerns regarding the ability of some certification
schemes to deliver sustainable timber. See the FERN press release www.fern.org/media/documents/
document–2631–2644.pdf

3 The TFT have developed a Wood Control System consisting of seven elements that ensures responsible timber sourcing
1. A Wood Policy that identifies which wood is and is not acceptable.
2. A procurement programme that ensures the wood used in products is in accordance with the Wood Policy.
3. Chain of Custody (COC) systems throughout the supply chain and in the forests where the wood comes from.
4. Wood Origin Control (WOC) procedures to control the wood that enters the supply chain.
5. An internal audit system.
6. An independent third party audit process for verification.
7. A reporting system that informs stakeholders of progress.
For more information, please see the TFT publication “Good Wood, Good Business” (www.tropicalforesttrust.com).
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EAC5. Is there suYcient data available to determine where and how timber purchased by Government is
sourced?

16. The TFT does not have a view on the current proportion of products procured by public sector bodies
which hold Chain of Custody Certificates, but it is likely that not all products purchased will carry a full
Chain of Custody certificate. This means that there may not be suYcient date to gain full transparency of
the supply chain.

EAC6. Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU
countries do not have detrimental impacts on forests and biodiversity in developing countries?

17. The benefits of specification of forest certification schemes in procurement policies as a tool for
sustainable timber sourcing are critically important. However, it is vital that in assessing the ability of a
forest certification scheme to deliver sustainable timber economic, environmental and social factors should
be given equal weighting. If these factors are not taken into account in CPET guidance, certification schemes
that are not able to deliver sustainable timber may be specified in public procurement. This may lead to
detrimental impacts on forests and biodiversity.

18. In addition, it is likely that a proportion of the private sector will continue to source uncertified and
potentially illegal timber, despite public and privates sector initiatives.

EAC7. What other approaches should be used?

19. More practical support is needed, particularly in the area of tropical timber sourcing. Only a small
proportion of tropical timber imported into the EU is credibly certified or is verifiably legal. This is because
getting forests certified to credible forest certification schemes is significantly more complex in the tropics
than in boreal or temperate regions.

20. Increased development of partnerships between forests, timber supply chains (factories, importers
and distributors) and retailers is a vital tool for protecting forestry and biodiversity. Specifically, there are
two areas which need to be progressed. Firstly, forest concessions need support to improve forest
management and address social and environmental issues (such as land tenure/traditional rights and high
conservation value). Secondly, supply chains, from the forest gate on, including mills, factories, importers,
distributors and retailers need support in developing robust chain of custody systems to control timber
sourcing. Critical to wood control and traceability is that robustWoodControl Systems are developed from
the mill, through in-factory processing to shipping.

21. The TFT has been working in partnership with Helveta, a data control solutions provider, in field-
testing state of the art timber tracking technology in, real time tracking. The system utilises bar-coding and
internet based access to data to track timber flows through the supply chain “back-to-stump” and will be
an integral part of the TFT’s Wood Control Systems monitoring capacity. The TracElite timber tracking
system is now available to forestry and wood products companies that need to know—in real time—exactly
where their timber product comes from and thereby demonstrate that they source timber responsibly from
acceptable forest sources. Trials are being run in Indonesia, Bolivia and Malaysia. Further uptake of the
system will facilitate robust transparency in timber supply chains.

EAC8. How satisfactory are the EU proposals for FLEGT?

22. Whilst the TFT recognises the progress made, as a business focused on practical solutions to tropical
timber sourcing, the TFT does not have a position on the use of policy instruments.

EAC9. Will they be stringent enough to have a significant impact?

23. See Paragraph 22.

EAC10. Should the social impacts of forestry be taken into account within certification schemes?

24. Forest certification scheme standards must ensure that certified sources are well-managed taking into
account equally environmental, economic and social issues. Where any of these issues are not fully taken
into account there may be negative impacts on biodiversity, the ecosystem and the lives of people living in
and around forests. See paragraphs 4–7, 10 and 17.
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EAC11. Would it be legal to do so?

25. The TFT is not qualified to comment.

EAC12. How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal
timber into the UK?

26. It is the TFT’s experience that both illegal logging within Indonesia and illegal export of timber from
Indonesia is still occurring and has not diminished in recent years. Some positive progress has, however,
been made, particularly in focusing attention on illegal timber sourcing and in recognizing the eVorts of the
Indonesian government. It the TFT’s experience that stronger support and practical assistance is needed
both for the Indonesian government, forests and factories, to put in place full and proper tracking systems.

EAC13. What progress has there been on negotiating agreements with further countries?

27. The TFT would suggest that DFID are best placed to give an update on negotiations of agreements.

EAC14. Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto
Protocol have any implications for certification schemes?

28. Organisations utilising tree plantations or other forestry projects, for any reason, should ensure they
are credibly certified (FSC certified). This ensures that the plantation has not been inappropriately converted
from other land uses such as natural forest and is environmentally appropriate, socially beneficial and
economically viable. As understanding of appropriate plantationmanagement is limited, increased demand
for plantations as ‘carbon sinks’ could lead to an increase in inappropriate conversion of natural forests to
plantations.
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APPENDIX 17

Memorandum from the United Kingdom Forest Products Association

How useful has the work of CPET proved? How should its role develop to ensure future progress on the issue
of sustainable timber procurement?

We consider the work of CPET to be invaluable. Authoritative information is welcomed by specifiers,
suppliers and users of wood and wood products in the UK. CPET can usefully continue to monitor the
performance of the principal forest certification schemes which provide wood andwood products to theUK
market. Given the increasing awareness of the importance of certification of forest management and chain
of custody, CPET could provide information and guidance to the private sector, in addition to the current
service to public sector procurement oYcers. We are uncertain about the level of awareness amongst public
sector procurement oYcers in relation to the information and advice available from CPET.

How reliable are the certification schemes for timber endorsed by the CPET? Are there any concerns regarding
either the legality or sustainability of any of them?

The four forest certification schemes which have been assessed by CPET and its consultants as providing
assurance of legal and sustainable supplies (ie CSA, FSC, PEFC and SFI) are considered to be very
satisfactory. There are no concerns about the legality or sustainability aspects of the four certification
schemes endorsed by CPET. At present, CPET assessment of the Malaysian (MTCC) scheme confirms
assurance of legality of supply, it is hoped that this scheme can in due course oVer assurance of both legal
and sustainable supply.

Is there suYcient information available to determine where and how timber purchased by Government is
sourced?

Whilst there is suYcient information available from such sources as CPET and elsewhere in the supply
chain, it is questionedwhether public sector procurement oYcers in central GovernmentDepartments, local
government and government agencies are fully aware of the subject and the availability of independent
information. It is feared that many specifiers and users may not be aware of the extent of the choice of
certified products, especially as at least one certification scheme (FSC) may have been promoted in some
quarters as being the only reliable scheme, which is patently not the case. It is suggested that DEFRA/CPET
could usefully promote their findings more widely to ensure greater awareness.
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Government procurement oYcials must ensure value for money and ensure that the product or material
purchased is fit for purpose. We have seen examples of wholly inappropriate specifications being issued,
simply because a product has a certification label but without due regard of its suitability; this is wasteful
and foolish in the extreme. In terms of timber procurement, the specification of a single certification system,
not only contravenes public procurement rules, but also restricts choice and may reduce value for money.

Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

The use of independently verified certification schemes provides the absolute assurance that the forests
are being managed in a sustainable manner, in accordance with standards set by the certification schemes.
All the major schemes are founded on the absolute requirement that the production of wood from certified
forests does not have any adverse impact on the forest, indigenous peoples, or the environment; this is the
raison d’etre of forest certification. Provided that credible certification schemes are implemented and
independently monitored, there is no requirement for additional safeguards to be devised.

How satisfactory are the EU proposals for FLEGT?Will they be stringent enough to have a significant impact?

The development of FLEGT represents a significant development; it is perhaps too early to say whether
it will have a significant impact, but the hope is that it will, although we aware of some criticism from
imported timber interests. Close monitoring and review of progress will be required to ensure maximum
eVectiveness and benefit.

Should the social impacts of forestry be taken into account within certification schemes? Would it be legal to
do so?

Social impacts are already an integral part of the principal forest certification schemes encountered in the
UK. As sustainably managed forests provide social, environmental and economic benefits, it is therefore
right that certification schemes should encompass social issues. Having said that, there must be
reasonableness and balance in the requirements if the scheme is to be credible. As social aspects are already
included in the major schemes it would very unlikely that it is illegal to do so, otherwise this matter would
already have been challenged.

How successful has the bilateral agreement with Indonesia been in reducing the imports of illegal timber into
the UK? What progress has there been on negotiating agreements with further countries?

As the trade association responsible for UK produced timber interests, we are unable to comment
comprehensively on this matter and would recommend that comments be sought from the Timber Trade
Federation. However, from intelligence that we receive, it would appear that such agreements have not had
the desired eVect. It has also been suggested to us that there is a significant trade in illegal timber from
Indonesia to China and thence to the World market. This is very disturbing. It is encouraging to note that
many reputable businesses in the UK have ceased trading in wood and wood products from Indonesia
because of continued uncertainties about legality and sustainability. It is suggested that urgent eVorts must
be focussed on the World Trade Organisation to try and address this matter.

Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto Protocol have
any implications for certification schemes?

We are unable to comment on this matter.

General Comments

The forestry and forest products sector in the UK has made significant progress in the field of sustainable
forest management and the implementation of chain of custody certification. With the entire public sector
forest estate (Forestry Commission and Northern Ireland Forest Service) certified to the UK Woodland
Assurance Standard and FSC Standard and many major private sector timber growers having also
embraced certification, a very large proportion of the UK forest resource is now independently certified as
producing legal and sustainable timber. However, the cost of certification of forest management systems is
expensive and this presents a barrier for smaller owners of forests/woodlands, who may not be regular
suppliers of logs to the market. The development of group certification schemes has assisted some, but there
remains concerns from some private sector woodland owners that certification is too costly for occasional
producers of wood.
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With regard to the wood processing sector in the UK (sawmillers etc) producers of sawn UK timber have
invested significant time, eVort andmoney in implementing third party chain of custody systems, but remain
disappointed that demand for certified wood and wood products still remains at a relatively low level in the
UK, although this is very slowly improving. It is suggested that the Government could and should do more
to ensure the increased use of sustainably produced wood and wood products, after all, wood is the only
truly renewable construction material and at the same time, well managed forests can provide economic,
social and environmental benefits indefinitely.

It is very important that timber specifiers and users realise that they have a choice of sources certified
wood; CPET’s review of five major certification schemes has already confirmed the “legal and sustainable”
credentials of four schemes (CSA, FSC, PEFC, SFI).

There is a need for greater recognition of the fact that for some developing countries that supply wood
and wood products to the UK may not have achieved certification of their forests and woodlands yet, but
this should not automatically deny them access to the UK market, as they may have far more urgent issues
to address, such as famine, disease, debt, conflict etc. Countries that are making genuine eVorts towards
forest certification should receive some recognition of their eVorts towards to the objective of certification.
A hierarchical approach to timber procurement has been considered by CPET and is to be encouraged. Of
course, the material of choice should be certified wood where appropriate products are available for specific
end uses. However, it must be recognised that not every certification scheme can necessarily provide wood
that is suitable for every end use in the UK at present and until that time comes, then just because a product
does not have a certification label, should not lead to its condemnation; as specialist timber suppliers can
supply detailed information about the sourcing of their products, which in the absence of a certification
label, may be suYcient to assure specifiers and users of the credentials of the material in question. Perhaps
there could be a role for UK Government, via DfID, to assist developing countries towards forest
certification.
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APPENDIX 18

Memorandum from the Woodland Trust

Background

1.1 The Woodland Trust welcomes the opportunity to submit this short memorandum to the above
inquiry. The Trust is the UK’s leading woodland conservation charity. We achieve our purposes through a
combination of acquiring woodland and sites for planting and through advocacy of the importance of
protecting ancient woodland, enhancing its biodiversity, expanding woodland cover and increasing public
enjoyment. We own over 1,100 sites across the country, covering around 20,000 hectares (50,000 acres) and
we have 300,000 members and supporters.

1.2 The Woodland Trust was the first major landowner to achieve Forest Stewardship Council (FSC)
certification in the UK with England and Wales certified in 1998 and Scotland and Northern Ireland being
added to its certificate in 1999. The Trust underwent a successful re-assessment in 2003 and it is committed
to gaining and maintaining a new certificate to cover its entire UK woodland estate for a further five years.

1.3 Although our primary aim is management of native broadleaved woods for public access and
conservation, we do generate a significant volume of timber each year, largely as a result of safety work,
thinning, coppicing and removal of conifers. We are also interested and concerned in the subject of
sustainable timber because of the important implications for the achievement of sustainable development
and the scope for the UK to provide leadership in this regard.

1.4 We have responded to most but not all of the questions posed by the Committee.

How useful has the work of the CPET proved? How should its role develop to ensure future progress on the
issue of sustainable timber procurement?

2.1 CPET is a potentially very powerful mechanism for furthering the responsible management of the
world’s forests, by directly influencing the purchasing decisions of UKGovernment departments and more
widely by setting an example to other countries.However, this can only be achieved if the standards bywhich
schemes are judged in terms of sustainable forest management are suYciently stringent. Assuming that this
is the case, it still requires concerted eVort and monitoring to ensure that its recommendations flow through
into departmental purchasing decisions as controversies in recent years have illustrated.
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How reliable are the certification schemes for timber endorsed by the CPET? Are there concerns regarding
either the legality or sustainability of any of them?

Forest Stewardship Council

3.1 The Woodland Trust, together with other environmental NGOs (ENGOs), consider the FSC still to
be the only credible forest certification system available that truly balances the economic, social and
environmental aspects of woods and forests internationally.

3.2 The FSC has drawn up 10 principles that cover the management of the woodland from which timber
is produced and a “chain of custody” which regulates the subsequent processing of the timber through to
the final product. Under each principle, there are a number of criteria that set out the requirements in
more detail.

3.3 The principles can be summarised as follows:

— Forest management shall respect all laws of the originating country and all international
agreements and treaties.

— Long term tenure and rights to the land and forest resources shall be clearly defined, documented
and legally established.

— The rights of indigenous peoples to use and manage their land shall be respected.

— Forest management operations shall maintain or enhance the long term social and economic well
being of forest workers and communities.

— Forest management operations shall encourage eYcient use of forests to ensure economic viability
and a range of environmental and social benefits.

— Forest management shall conserve biological diversity, ecosystems and landscapes.

— A management plan shall be written and kept up to date.

— Monitoring shall be conducted to assess the condition of the forest, yields of forest products, chain
of custody and ecological and social impacts.

— Primary forests, well developed secondary forests and sites of major environmental, social or
cultural significance shall be conserved and not replaced by tree plantations.

— Plantations should complement the management and promote conservation of natural forests.

FSC UK Forestry Standards and the UK Woodland Assurance Standard (UKWAS)

3.4 The FSC intends that each country should seek to convert their internationally applicable principles
and criteria into national forestry standards. In 1998 theUnitedKingdomwas among the first to successfully
have a UK-wide forestry standard endorsed by the FSC. It was recognized that this initial Standard was not
as inclusive of all UK stakeholders as it could have been and so it was developed further through a process
that was facilitated by the Forestry Commission that ensured a broader consensus of UK stakeholders. This
culminated in the publication of the UK Woodland Assurance Scheme (UKWAS), which is derived from
both the Government’s UK Forestry Standard and the FSC Standard. Since the year 2000, the UKWAS
has been endorsed by the FSC and accepted by the UK forest industry and stakeholders as the benchmark
document against which sustainable forestry is assessed—a unique instance globally of mutual recognition.
The UKWAS is undergoing review in 2005 to incorporate policy changes, new research findings and
experience of applying the Standard.

3.5 The Woodland Trust was a founding member of UKWAS and has been involved with the standard
setting process right from the start and it continues to be an active environmental sector representative.

Pan-European Forest Certification (PEFC)

3.6 The Woodland Trust, together with other environmental non-governmental organisations were
recently disappointed to see that PEFC, albeit with a probationary approval, has been passed by the CPET
as meeting the sustainability criteria when a large body of evidence points to the contrary, particularly in
terms of delivery on the ground.

3.7 Whilst NGOs have welcomed the wider acceptance of certification that PEFC has brought to the
forestry industry, the reality is that this has lead to a confusing and muddying of the certification message
sent out to consumers. PEFC was set up by the forestry industry in Europe directly as a rival to FSC and
is problematic in that the PEFC solution endorses and develops schemes which certify “business as usual”
rather than embracing the underlying principles of certification, namely that it should represent “best
practice plus”. The scheme was notably criticised along these lines in last year’s FERN report Footprints
in the forest: current practice and future challenges in forest certification4 which assessed the strengths and
weaknesses of eight certification schemes currently in operation.Amongst the characteristics of PEFCwhich
cause concern are the fact that it is industry led and dominated, that it does not give equal weighting to

4 FERN (2004) Footprints in the Forest: Current Practice and Future Challenges in Forest Certification.
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economic, social and environmental representation and that voting power lies with the nations that produce
the most timber. The range of schemes endorsed is also extremely wide ranging from those that could be
regarded as close or equal to FSC such as theUKWoodlandAssurance Scheme (UKWAS) discussed above,
to those which fall well short of FSC standards. The fact that all such schemes it endorses are eligible to use
the one PEFC label means that it is rendered very diYcult for consumers to be aware of the very varying
standards by which forest management is judged and this is clearly a major weakness.

3.8 Other diYculties are:

— Most PEFC schemes operate at a regional rather than individual forest level.

— The PEFC approved standards are characterised by being system based rather than having a base
level of performance indicators which all forests must meet. So forest management can start from
a very low level of practice and it is possible to have a situation where paperwork is in order but
true, sustainable management on the ground is not actually being practiced.

3.9 By contrast, FSConly approves standards that complywith its principles and criteria, so all standards
are judged against the same rules. They also have to comply with the same system for applying them. A
notable element of this is the need for stakeholder consultation and the peer review of certifiers reports.
Therefore the FSC label is equitable in its application across the globe and consequently inspires consumer
confidence.

3.10 If PEFC were to improve its standards so that they were at the same level as those of FSC then both
FSC and its supporting NGOs would probably accept a merger since ultimately it is the spread of the
principles underpinning FSC which it is most important to take forward rather than the perpetuation of the
certification business itself. It is not in the interests of the industry, consumers or environmental NGOs to
have more than one scheme.

3.11 We cannot comment on the other schemes CPET has considered since they are focused on North
America and are therefore outside our remit of the management of UK forests.

3.12 Environmental NGOs remain concerned however about the illegality of timber. This is a reflection
of the fact that certification has not solved the problems of the world’s forests and timber trade as they were
originally identified. Today a relatively small area of the world’s forests have achieved certified status and
many areas are a long way from even being able to raise their practice to approach the level required for
certification and this is a serious cause for concern.

Is there suYcient data available to determine where and how timber purchased by Government is sourced?

4.1 We do not believe this to be the case. There do not appear to be adequate records maintained and the
monitoring is also rendered more complicated through the use of sub-contractors. This is definitely an area
where there is scope for improvement in data capture.

Is the use of certification schemes enough to ensure that the timber requirements of the UK and EU countries
do not have detrimental impacts on forests and biodiversity in developing countries? What other approaches
should be used?

5.1 Credible certification schemes should ideally provide the long term answer to ensuring sustainable
use of the world’s forests but realistically they can only ensure this over a small proportion of forest area.
This should be seen as the pinnacle of a “step wise” approach which encourages those forests that currently
fall a long way short in terms of sustainable forestry, to engage in a process which gives them an incentive
to move towards certified status.

Should the social impacts of forestry be taken into account within certification schemes? Would it be legal to
do so?

6.1 Yes, we believe that this should be the case for reasons set out in the principles underpinning the FSC
scheme set out above and we believe that scheme does this successfully. It is essential that certification picks
up whether communities living in and around the forests are benefiting. It is impossible, by definition to
regard forestry activity as “sustainable” if it does not meet social sustainability criteria otherwise it would
only be meeting two or less of the three strands of sustainable development.

Does the inclusion of forestry projects in the Clean Development Mechanisms within the Kyoto Protocol have
any implications for certification schemes?

7.1 Potentially this may be the case but there is also a danger that an enhanced emphasis on certifying
the limited sequestration that forests can provide could prove a diversion from the main purpose of
certification schemes.
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