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EXECUTNGBEIMMARY

Background

The Congo Basin represents the second largest area of tropical rainforest in the world. While
this part of the globe has experienced nothing likeshale of forest degradation and conversion
seen in the Amazon and Southeast Asia, its forests have recently been under increasing pressure
due to economic development. This is driven by both domestic and foreign industrial invest-
ments in the agriculture ahmining sectors as well as smsdiale agriculture and forestry. At

the same time, markets and consumers impose an increasing level of scrutiny on the conditions
of production. Debates have thus been intensifying on the emerging and tangible threats to fo
est resources in the region and the means to abate their imp&itsen the number of Congo
Basin countries and sectors involvedovering diverse commodities, the production of which

is related to various extents of forest los®ur analysis is basetdhree case studies that are
deemed critical, are representative of the stakes in the region, and cover both producing and
importing countriesThe approach is thus to start from these three case studies and then de-
rive more general lessons for the entiregion.

Thefirst case studyis dedicated to the spectacular policy announcement by Gabon that it would
make FSC timber certification mandatory from 2022 onwards for all concessionaires willing to
keep operating in the country. Suchertification is relaively advanced in Gabon and this un-
precedented policy stands as an intriguing and promising example in the regioisettred

case studyrelates to a prominent approach that has emerged and grown over the last decade,
namely corporate zeraleforestation conmitments. This is complementary to the first case
study as it refers to a process initiated by the private sector itself, and we apply it to the oil palm
sector in Cameroon. For thhird case study we move to the importation side of things with

the mostadvanced policy effort to take action in consuming countries, namely the French Na-
tional Strategy against Imported Deforestation (SNDI).

Case study 1: Mandatory FSC certification in Gabon

The announcement bgabonthat all timber producers operating in ¢hcountry must be FSC
certified from 2022 onwards i®markablein several ways:

A it represents an unprecedented level of ambition, particularly for a developing country,

A it refers to a private standard as a means to achieve public objectives such asahistai
forest management,

A itis one element in a larger series of measures that the country has taken over several years
to improve its reputation and to rationalize the utilization of its forest resources.

Gabon was already a fromtinner in the region wk the log export ban it put into place about
ten years ago. This was a wetlown type of measure that had already been tested and applied
in other parts of the world (e.g., in Indonesia to develop its plywood industry) to stimulate in-
vestments in the dowstream stages of the value chain and to retain more added value domes-
tically. Gabon has progressed along this path witier ambitious stepssuch as:

A the widespread application of forest management plans (which is also seen in neighboring
countries),
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A playing a leading role in the application of REDD+ in the region,

A the enlargement of a network of national parks and 4garism to diversify revenues from
forest resources.

While there is general consistency in the rolling out of this set of policies, critics have also high-
lighted gapssuch as a relative neglect of community forestry. More importantly, they have
warned about possible negative consequences such as a misatigbetereen upstream (tim-

ber production) and downstream (processing) stages of the value chain, disruption of vertical
integration in the wake of special economic zones being implemented near the main logistical
hubs, or reputational risks as pressure ta@bme certified could result in audits of lower quality.

This policy initiative is also taking place in a context where the expected positive impacts of FSC
certification (notspecific to Gabanon the sustainability of forest management lack a credible
andundisputed evidence base.

Case study 2: Zerdeforestation commitments in Cameroonian palm oil sector

The second case study @ameroonpoints to the specificities of the Congo Basin where the
palm oil sector remains disorganized and nendustrial in manyways. This is in stark contrast
with the situation in the leading oil palm producing countries located in Southeast Asia. Indeed,
oil palm originates from Africa where it still makes up significant shares of the total planted area
worldwide; yet the low ields result in anuch smaller share of total production compared to
Southeast AsiaOil palm also has a long history in Cameroon where it developed drgiogial
times, then with stateowned companies of which some were later privatized; the Bollorémro

is now the main player in the country.

A rural development fund FONADER contributed significantly to the Nucleus Estate Small-
holder (NES) model whereby farmers are associated with companies that provide technical as-
sistance. After some years of sassful operation, its collapse in 1990 induced a new wave of
independent smallholders who suppliadisanal millsthat have become a feature of the sector

in Cameroon. The pace of expansion has been unabated ever since and has resulted in a situa-
tion where a majority of plantations are owned by smallholdersith their own mills and low
productivity even in mediurscale plantations developed by wealthy local entrepreneurs. Low
productivity is also found in statewned plantations.

A study indicates ck d remaining large pieces of land in areas that are suitable for oil palm
while also meeting sustainability conditiongs defined by the main certification standard
Roundtable on Sustainable Palm Oil (RSPO). As a result, and for the sake of defotfestation
expansion, either the sector will develop with scattered smallholder plantations only or new
industrial plantations will entail the conversion of forests in good condition. Having said that,
this view is partially disputed and others argue that suitdale is available in the foresia-
vanna transition zone where good soils and high insolation are present, and the only barrier is
that the dry season is too long. One intervention opportunity might thus be to use climate fi-
nance to divert new plantatiorsway from forested areas and to pay for the additional irrigation
costs.

Zerodeforestation commitments have been made by operators of private industrial plantations
and these seem to be enforced, which is encouragingthat,broader application facesajor
obstaclessuch as the large share of production that flies under the radar with saradl me-
dium-scale plantations (often owned and funded by wealthy Cameroonian entrepreneurs)
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supplying very local (often artisanal) mills and mark®tarket and corsumer pressure is thus
almost nonexistent An inconvenient truth seems to be that the bulk of deforestation is hap-
pening outside concessions and thus outside of the responsibility of industrial actors, which
giveslimited leverage to zeredeforestation canmitments.

Case study 3: The French National Strategy against Imported Deforestation

The third case study considers a very different, importng dzy &4 NB LISNB LISOGA @GS
itiative to address deforestation that is embedded in its imports (and predominantly those of
agricultural commodities)As concerns regarding importation of deffestation are also present

at the European Union levethis case study should be followed closely to take stock of accom-
plishments and challenges before applying lessons in other countries and possibly at the EU
level. With measures that unfold on manmgits and in many waysfrom the dissemination of
information among stakeholders to the application of labels or dialog and coordination with
producing countrieg the SNDI is a living experiendeat is about to yield critical knowledge for
replication and improvement.

Policy options and recommendations

It is crucial to distinguish between lessons that apply specifically to the studied countries and
those that are relevant to the region more broadly. A first step is to reflect on the brivad-d
tions that are uncovered (sometimes implicitly) by the three case studies.

Certification

With regard to the first case study, an unprecedented announcement was made to trigger
changes and potentially even a paradigm shifshould be noted that Gabon was uniquebr

pable of adopting such a garohanging approach because it had prepared for years through a
suite of strong decisions and policies that all pointed in the direction of increasing sustainability
in the use of its large forest resourc&3onsistency i®f absolute importancefor at least two
reasons: (1) to ensure effectiveness, with crfmsilization and mutually supportive policies;
and (2) to appear predictable to investors and entrepreneurs. As for using noteworthy an-
nouncements to showcase decisior policies to the outside worlthis practice can be a dou-
ble-edged swordbecause once attention is focused on the pioneering country, thereby creating
high expectations, any failure is more apparent. Additionally, there might be a sense of urgency
to take advantage of the momentum with decisions and options being adopted without weigh-
ing up all advantages and disadvantages.

In fact, it is probable that the mandatory FSC certification target will not be met (or delayed),
that supplies will drop abrupglonce norcertified concessions cease operating, or that its ap-
plication will lead to a secongrade certification with compromises made and overall credibility
affected. In particular, it is important to understand that an application of the targetithaat-
isfactory for all parties would require some level of flexibility to secure supplies for processing
units that are at risk of lying idle in a situation where overcapacities could (arguably) emerge.
This flexibility could theoretically be achieveddhgh the possibility of importing logs and/or
sawn timber from the region; however, the other Congo Basin countries have decided to soon
put in place a log export ban similar to that initiated by Gabon a decade ago. This effectively
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closes the door to sucan option.This highlights the absolute need to increase cooperation
among the Congo Basin countries in the design and implementation of their policies

The Gabon experience is also very interesting from the perspectilrgboid governancei.e.,

the conplementarity between public policies and objectives on one hand, and the initiatives,
products and strategies of the private sector that might coincide with, and hopefully support,
sustainability aims on the other hand. THecision by the government to g on a private
standard to ensure that its objectives are mét a case in point that might constitute a mile-
stone in the field. While the idea has been debated in expert circles for quite some time, it has,
to the best of our knowledge, never before beapplied across the board in a producing coun-
try.

This tectonic shift also speaks to the various measures that can be undertaken to push timber
production to the highest sustainability standards. While it has traditionally been a prerogative
of states to @force their own sets of rules with monitoring undertaken by civil servants, things
started to change when NGOs were positioned as watchdogs with a complementary role.
Though ultimately, whatever the origin of the means of verificatjeither undertaken g states

or delegated to third partieg the choice of the rules, supporting measures and incentives that
aim at ensuring a seamless transition and satisfactory implementation always remains with
states. Gabon is also interesting in this regard as it l@sepred the use of fiscal incentives to
encourage forest companies to do good with varying taxation levels depending on whether the
operations are just conventional, also legal, or even sustainable, hence atibireg system.
While very recentthis fiscal arrangement deserves to be given time to unfold and succeed

Zerodeforestation commitments

Connections ought to be made witlero-deforestation commitmentsfor palm oil in Cameroon.
Indeed, these are corporate sustainability commitments originatingfprivate actors outside

of the public sphere (laws, regulations, enforcement framework, legal sanctionsTétei) very
nature is a source of both strengths and weaknesdeserms of strengths, these commitments
tend to raise the bar, allow the mosimbitious and progressive actors to move forward, and
ideally complement the public framework (legal and political) without compromising it. Weak-
nesses include the lack of monitoring and transparency, the risks of havingtered system

with double sandards of quality and obligations, or greenwashing. We are especially interested
in two aspects: first, the expected impacts of these private commitments; and second, the
means to develop an efficient package in the form of hybrid governance, with do/@euring
positive impacts.

As it happensexpected impacts for oil palm in Cameroon are limitedmarily due to the very
structure and dynamics of this sector in this specific country éis presumably in other
neighboring countrie$ where informalactors and artisanal mills proliferate, are outside the
control of both the authorities and private industries, are associated with {acgée deforesta-

tion, and are not in the least concerned by foreign markets or consumer pressure. As a result,
effectsof the zeredeforestation commitments made by the private industrial players are ex-
pected to be very limited. Then comes the question of hybrid governance and the role that the
government can (or should) play in order to clean up the value chain andeshsuied envi-
ronmental damage while pursuing a logic of expansion and economic development. An obvious
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low-hanging fruit is to align the corporate commitments with the draft National Strategy for the
sake of consolidation and expanded coverage of sudtééngrowth in the sector.

This approach does not appear to be occurring in reality given that theddrafegy lacks teeth

and lags behind the zerdeforestation commitments in terms of ambitionWhile it addresses
relevant and necessary aspects suchetser agricultural practices for higher yields and replant-

ing with more productive and higher quality seeds, this is certainly not sufficient to face the
forest conservation challenge that lies ahead. For instance, although the Strategy makes men-
tion of stting aside High Conservation Value / High Carbon Stocks fatéstsot clear yet how
these areas will be identified and taken into account in the distribution of liceasddittle is

done to control the disorganized expansion of sretid mediumscale plantations in fosted

areas.

2SS 02y GSYR GKIF O [/ |zerSdefBresihtiDm cormitindd® ¢codKserdes a
source of inspiration for other Congo Basin countriaisd they could retain its positive aspects
(e.g., national strategy, ambitious industrial players) whileiding its negative ones (e.g., lim-

ited scope, public companies not leading by example). We also argue that innovative solutions
could be explored such as the possibility to tap into climate finance (or other sustainadility
lated funds) to cover the atitional costs (primarily relating to irrigation systems) of planting in
less suitable areas (e.@orest-savanna transition zone in Cameroon) rather than the most suit-
able ones where natural forests would need to be cleared.

Imported deforestation

Adopting the perspective of importers and consumers, responsibilities should be shared and
contributions from all parties are necessary if one expects to deliver on sustainable value
chains at scaleHaving scattered, rather small experiments and virtuous aetiltsi0t suffice;

what is needed is a change in gear and a move towards the next, transformative level. In this
regard, theFrench experiment (SNDI) provides a good source of lessons lemigh it is still
nascent and does not yet present effectivedaconclusive responses to all technical or political
challenges. Having said that, one point of convergence for all debated issues within the SNDI
relates to the means of discriminating between sustainably and unsustainably produced com-
modities. Here, distssions revolve around the reliance on existing standards -aefaresta-

tion commitments by companies, jurisdictional certification or the creation of neladabels

to serve this objective.

In a way, Gabon is one step ahead with its mandatory FSi@lozidn, which could serve as one
means of ensuring that importing countries do not close their doors given that the FSC rubber
stamp is seen by many as a guarantee of sustainable production (at least more so than with
usual national legal frameworks afatestry codes). Yet there are discussions around the legal-
ity of such moves as illustrated by the lesignding conflict between the European Union /
France and the main producers of palm oil in Indonesia and Malaysia, with the latter invoking
the WorldTrade Organization (WTO) and the right to competition. This case is also of great im-
portance because Indonesia has unilaterally developed its own sustainability standard (ISPO) to
bypass the leading certification scheme (RSPO). While this action walpffidien for reasons

of state sovereignty, the ISPO was never accepted by importers as proof of sustainability. The
same could happen for countries in the Congo Basin if they were to decide to go their own way
with, e.g., a local alternative standard f&C or PAFC. While the possibility of developing local
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forest certification standards is one that we think deserves consideration because it would pro-
vide a sense of ownership in producing countries and contribute to capacity development, we
must be awaref the possible lack of recognition by buyer3ime will tell whether this is a risk
worth taking.

Another point of convergence between case studies concerns the relations between producing
and importing countries. The SNDI involves dialoggstments, and action by the French Devel-
opment Agency (AFD) in production regions to tackle the issue at its source and help build ca-
pacity to engage in sustainability production. It also pays attention to jurisdictional certification
and funds a numbeof projects that support such moves.

Outlook

Leaving aside the specificities of each of the case studies, we aim at ratieglevel recom-
mendations for the Congo Basin countriasd beyond to achieve sustainable supply chains for
forestrelated products.

There is positiveprogress being made with interesting and sometimes innovative experiments
in the region.One overarching findings that for supply chains to become sustainatideth

ends of the chain must be properly consideredyolving producers and buyers. Given a diver-
sity of producers and buyers with their own requirements and expectations as well as con-
straints, it is clearlghallenging to find solutions that work acros§ié¢ board The three case
studies show thabne single approaclg be it corporate commitments or a radical move by a
state to impose the highest sustainability norms on all produgésdikely to fail,both in terms

of creating sufficiently comprehensigeistainable value chains and in maintaining healthy and
dynamic economic activity. Indeed, change is progressiveahnapt decisions entail risks of
disruption or of creating a tiered system whereby leakage might outweigh progress if those ac-
tors that flyunder the radar create damage that outweighs the positive achievements offront
runners.

Hybrid governance is a promising avenudth its complementarity between public and private
tools and actors in pursuit of a common objective. However, it must begyded withcare in

order not to lead tofull relianceof a public policy on a privated tool or approach (or the re-
verse: reliance of the private sector on public impetus). Thigligdine to walk For instance,
corporate commitments are selective (e.g., focusimdy@mn the main private palm oil group in
Cameroon that holds a minority of all planted areas); national strategies must align and fill the
gaps at the same time (e.g., involving statgned companies for palm oil in Cameroon or en-
suring alignment of timbeproduction and processing capacities in Gabon); and national sover-
eignty seems necessary for a country to maintain control of its operations rather than being
dependent on decisions taken in other places (e.g., Gabon developing its own system instead of
relying exclusively on FSC).

Complementarity, or even more coordination, is also necessary between producing and im-
porting countriesin order to set up the right systems to promote sustainability in value chains.

In this respect, the potential of standardsad certification to be used as door openers in some
markets remains elusive, not only because of lacking recognition by a substantial share of con-
sumers but also because it faces atiscriminatory measures (e.g., via the WTO). Therefore,
such moves towards widespread certification would gain from relyintherapplication of in-
centives as was tested in Gabon with differentiated tax levels, and proper communication efforts
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to give compliant producers an advantage over competitors (@ith, Fair & Precious brand),
among other possibilities. Trease ofthe SNDI is telling in this regard as it uses soft action as

a guiding principle

As a common thread, we believe theduntries are likely to find benefit{as well as supply
chains in the long termih participating actively in the design and implementati of solutions

This can translate into creating their own certification systems with sufficiedibility orsup-
porting frontrunners in sustainability through national policies / strategies and tailored incen-
tives (e.g., differentiated tax rates oriprity access to procurement policies). There is indeed a
wealth of solutions and lessons available with either (free) monitoring technologies and impact
assessments of various types of experiments and standards that can only make it easier for in-
terestedparties to identify the right solutions and access the means of implementation.

Creativity should also be encouraged craft solutions and access funding to make up for the
additional costs involved where necessary. We have suggested one option intb&/ipigpvi-

sion of support to oil plantations in foresavanna transition zones (with low suitability) by tap-
ping into climate finance. However, the same principle can be applied in many circumstances,
e.g., with sustainable timber production in its stristesense or cocoa production in agroforestry
systemsFunding sources already exist and are only awaiting the best propositionarkets

are starting to organize themselves to engage with producing regions and prioritize sustainable
products; and the prie sector feels increasing pressure from consumers and NGOs to act re-
sponsibly What remains to be done is connecting the dotwhich the Congo Basin countries
increasingly have the capacity to do, and all the more so with-targjeted donor assistance
whenever relevant.
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1 INTRODUCTION

1.1 Context and objectives

This report was commissioned Itlge Congo Basin Forest Partnership (CBRB¢r German Fa-
cilitation. Its overall objectiveis to analye the potential and prospects for sustainable value
chainmanagementor the mainagricultural and forestommaodities produced in the Congo Ba-
sin countriesThe focuss on developingpractical recommendation®r policymakersand other
stakeholdersn the regionto trigger decisionshat willimprove the sistainability of value chains

In a context where increasing attention is paid to the conservation of remaining tropical forests
¢ of which the Congo Basin represents the second largestglodellyc the CBFP has the am-
bition to discuss and promote prosihg avenuefor makingvalue chains more sustainable with
minimized impacts on standing forests. This part of the worldtbatate experienced less forest
degradation and conversion comparedttee Amazon and Southeast Asia, in part due to a less
conducve business climate with a lack of infrastructure and relatively low population densities
on averageHowever,this situation is progressively changing with much greater pressure due
to economic development, investments from domestic or foreign entrepremend compa-
nies, and smafcale agriculture and forestry (e.gollection of fuelwood) Moreover markets

and consumerareimposngan increasinly highlevel of scrutiny oproductionconditions. De-
bates have thus been intensifyiagoundemerging and tangible threats to the forest resources
in the region and means to abate their impackhis report is a contribution to thdiscussion

1.2 Scope and guidinpcus areas

Guidingfocus areaprovide additional angles from which to tackle these issues and frame the
analysisFirst it would be beneficial to studgrioritized types of intervention with the objective

of thinking positively and tring to find ways to stimulate their refbut andmaximee their ef-
fectiveness. Thremterventionscome to mindhere andwere consideredworthy of further in-
vestigationwithin the framework of this study(1) makingcertification a requirement for ac-
cessing markets (with the challenge to avoid displacing the problem from one geography to
anotherqi.e.,from EU to China or India2)enhancing theperceivedvalue of certification (e.qg.
improving communicationfdhe positive sideeffects on environmental services and others)

(3) setting up the right incentives in producing countries with the right fiscal measures (e.g.
land-based taxavoidance for certified concessionairels) this respectit should benoted that
Gaborf golicy to cancel all concessionaires without certification from 2@2®@vardsserves as

an excellent case study

Secondin addition tothe weltknown field of wood certificationanother prominent approach
that needsto be properly accountedor in this strategic documentelates tothe increasing
number of companies signing up to zaeteforestation commitments under pressufieom civil
society groups and consumerBhis isalso known as market governance as opposed to public

1 Note that other(confidential)sourcesmndicatethat the policy will enterinto forcein 2025 We consider 2022 in this
analysis, but somef our comments mighbe overstatedf the deadline is actually three years later.
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governance, or nrket sovereignty as opposed to country sovereigitithoughthe Terms of
Referencdor this studymention infrastructure and mining, wagreed to focus on forestry and
agricultural commodities as they are the main causes of forest degradation and deforestation
andwill presumablyremain so if no ambitious and lodgsting action is taken to address their
negative impacts.

Third we need topay attention to policies and initiatives in the northern hemispheralevel-
oped importing countriesvhere substantial policy shifts seem to be occurring & thme. As-
sessmenbf theseis key to decisions to be made by the German Facilitation baséionon-
sultancy. Here, we will delve into the pioneering FreiNdtional Strategy against Imported
Deforestation END), which is expected to serve as a source of inspiration for other related ini-
tiatives For example, irhie European Uniothere are ongingdiscussions about upcoming Eu-
ropean legislationelating to sustainable value chain management for agricultural and forestry
commodeties.

With these elements in mind and considering that thengo Basinegion hosts up to six pro-
ducing countries, choeswere maderegardingcase study selection whicre explained in the
methodology sectiomelow.

1.3 Methodology

Approachedor sustainable value chaitscludecertification (e.g.FSC or RSPO), other legality
enforcement tools (e.gForest Law Enforcement, Governance and T(&ll&G)), fiscal measures,

or corporate sustainability schemes / ngtate marketdriven governance (e.gero-deforesta-

tion commitments). These approachegerit analyssin their broader contextparticularly on-

going or emerging initiatives in the northern hemisphere such as the SNDI and the related nas-
cent EU Legal Framework. The applicabiitysuch approachestheir chances for tangible
success and theotential challenges of each of these (and other) tools when applied to the
Congo Basin specificallye a focus of the study.

Our analysis wasased on a mix of desksearchand interviews ¢onductedremotely),drawing

on a list of contacts thawere discussed with the clierbut also relying on th® 2 y & dzipdi-I vy i Q &
sonal network of expertsThe stakeholders whparticipated in theinterviews aremostly ex-

perts / scientists in the domains covered by the case studies, bup#istie sector associations

private sector companiedeading institutions for sustainability commitmenésd standards
andNGOsThe list of interviewes sincluded inAnnexA 2. The two @ase studie®n Gabon and
Cameroonwere also reviewedby experts in each of the fieldas noted in the acknowledge-

ments in AnneXA 1.

Given limited resourceghis analysisertainlydoesnot aimto be exhaustie, neitherin terms

of coveraganor depth. The approactihat was proposed by the consultant, and agreedy the
client, wasto selectthree case studies from which more general lessons about replicability in
other countries and sectors can ldgawn. Therefore, the choice of case studies was strategic
and was made cautioushyto ensure that they wereas emblematic, and/orepresentative,
and/or promising as possible.

Sustainable Value Chains in the Congo | 2



CONGO BASHN FOREST PAATNERSHIP

The case studieshosen and thgustificatiors for their selection are as follows

A Timber certification in Gabon is relatively advaneed this country provides a positive and
promising example in the regioAmbitious policies and targelmve beerset with domestic
support but also clear rules in order to ban roertified concessions from operating in the
country from 2022 onwardsYet the certification policy will be studied with due attention
paid to thebroader policy context and the series of events that led to sumlim@recedented
announcement. Only with a better understanding of the reasonsvtoy this approach was
pursued inGabonjts chances of success, alternative patys, and other aspects, wike be
able to infer its soundness and potential for replicability in other neighboring countries.

A Zerodeforestation commitmentselating topalm oil in Cameroowere considerednstruc-
tive given thatthis country is oneof the leadersin the region in érms of oil palm plantation
development Moreover, it is strategic to determinghe extentto whichoperating compa-
nies have joined the prominent zedeforestation movement led by private companies in
the sectorall over the world. As these corporate sastability commitments are one critical
piece of the jigsaw for sustainable supply chains, the example of palm oil in Canigroon
useful to evaluate theossibilitythat this approach couldlsobe applied taother agricultural
commodities such as cocoa, rubber or coffee.

A The Northern Hemispherkimporting countrie§perspective is also fundamental ames
mentioned in theTerms of Referenctor this study It istackled here with the case of the
innovative Fench National Strategy against Imported Deforestation (3NBétypes of ac-
tivities that are embraceds well as the methodological questions and debates around its
implementationwill be examinedn relation totheir relevanceor other importing counties
that would like to engage in such a course of acfiooludngat the European Union level

Conclusions are provided for each case studf R & Y S & LJ2 Angluiledat thé ehdEad &
each suksection tohighlight key messageébnsolidated mesages, lessons and recommenda-
tions are provided in thassociatedPolicy Briefln order to reduce the size of the main text of
this report, parts of the case studies were moved to the Annex and interested iadsen-
couraged toexplorethe Annexsections to gin a fuller picture of the case studijgacluding
arguments that underpithe key conclusions drawn
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2 CASE STUDKN1:MANDATORY FSC CERTIFICATION IN
GABON

2.1 Background

Gabonrepresentsa case of an ambitious sustainable timber productmnicy that has pro-
ceeded in several step%his policyculminated with the announcement in October 2018 that
from 2022 onwards all concessaines must be=SCertified to have the right to continue #ir
operations in the countryWe study this case to understand if it can atswve as a blueprint
and a source of inspiration for other countries in the region. To do so, we first look at the series
of events that led to thisemarkableannouncementstarting with the banon log exports from
2010 Thisis apolicythat has spread in the region and most countries from the Congo basin
Forest Partnership arsetto follow suit from1 January 2022(also includingsimilar measures

to stimulate timber processinggome of these countries (e,Republic of Congdjave already
embeddedthis objective ito their forest law.These initiatives aralso considered because
would be misleading to analg certification i isolation from the other policies that create what
might be a conducive context, especiallilere the intent igo consider the potential for repli-
cationin the region and beyond

Second, with respect to certification weimarily address the variety dbarriers that stand in
the way of companiepursuingcertificationand continungtheir operations in GabarHowever
we alsoexaminesomeoptionsfor helpingthe private sector overcome the barriersfial policy
implementation. Some of these are about become reality while others remain speculative,
and theyrangefrom fiscal to nefiscal measures.

We thenmove on to the various expected impacts of these polidiepacts of certification per

se andimpacts of the related policies on the sector and economy. With respect to the former,
impacts and effectiveness of certification atdl debated andare far from apparent the latter
relatesto the timber processingynamics downstrearin the value cha. Here againthere are
debates about the alignment between timber production and proceséivtgether integrated

or not) and ways to align capacity on both sides.

Lasty, we will put some of these findings into perspectbweexaminingther related attenpts

to take action at the level afood legality, the relevance of seeking a lovgeade ambition with
legality verificationvs certification of sustainability, and the pros and cons of basing a public
policy (or mandaté) on a private standard with thir party auditing.

2 hitps://www.agenceecofin.com/bois/210803893versune-interdiction-desexportationsdesgrumesdanstout-
le-bassindu-congo

3Ly GKAA NBLERNI ¢S dzasS GKS GSNY aLRfAOeéd (G2 NBFSNI G2 GKS |
cation mandatory for concessionaitdsmightbeargued i K+ & G KS GSNY &Yl yRIFI{GSé 2N aAyadN
appropriate if one conskrs that it is one element of the wider Gabon policy towards sustainable fordstrythe

sake2 T AAYLX AOAGEex 4SS adAO| G2 alLlRtAOeé odzi FOly2et SRIS (KS
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As a starting point for this case study analysis, tlulegervations shoulde made:

1. Agiven policy or measure cannot be understood in isolation fitsnbroader context In
this casethe context ischaracterzed bya series of events #t prepared the ground for
DI 0 Z2ufifle&edentecannouncement that is unique in the world

2. Wecannot yet consider the policy a successtake it for granted that the mandatory cer-
tification is going to be applied effectively in 2022 or even that it will be applied consistently
across the board

3. Each country has its own characteristiasnd conclusiondrawnare not entirelyapplicable
to neighboring countriesThis is further compounded by the fact that Gabon has always
been an extreme example of a high forest covknw deforestation ratecountry with al-
ternative sources of revenuieom mining industries and low demographic pressure

While the focus of this case study is on certification, the announcement comes after a series of
events and policies in Gabon that are importéort understandng its logic, relevance and po-
tential. To enhanceeadability,our description of this series oévents islocated inthe Annex

A3.

Key points
A Thecase of Gabon is uniqueith its unprecedented announcement that FSC certification
will be mandatory for all concessionaires from 2022 onwards.

A This announcement must be studied with due consideraifanseries of eventsind
policies that took placand were implementedverthe preceding decade and longer

A Overall mpactsfrom this announcement / policy should benceived not only in terms
of (assumedjmprovedforest condition with certification vs. conventional logging, but
also at the level of the timber sector more brbadnd the alignment between timber
production and processing levels.

A We alsmnotethat effects of this policy cannot be assessed fullyiasstill unfoldingand
the potential forreplicability in other countriesnustbe consideredwvith caution due to
the many aspects that may differentiate Congo Basin courfiées one another

2.2 Impacts of sustainability certification

In this section we look at the evidence bdsethe impacts of FSC certification on environmental
as well asocialaspectsin consuling published impact evaluations, we adopt a critical view of
the methods thatunderpinnedtheir analysisWe also analyze the very conditions under which
certification audits are undertakegwith what implications; and discuss the #pory of change
(ToCYhehindtimber certification.

4 This situation was a starting point for an ambitious analgsighe role of mining industries forest protection
through the Dutch Disease phenomenon (Wunder 2003).
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Focus on a systematic reviewvhat does it tell us?

One important and relatively recent source of information is a review of existing evidence pub-

lished by Burivalova et.gR016). As stated by the authgrhisshould be consideredith cau-
GA2VIKISANBG F NB fyz2ad y2 NAI2NRdza OFasS addzRASa 2
the pitfalls of selection bias and false attribution, and otherwise meet the standards for formal

impact evaluationestabll a KSR 6& GKS /2ff 1 02NIGA2Y FT2NJ 9y JANE
ative for Impact Evaluatign ® , it aBdiprovides a good summary of the existing evidence even

if this isnot based on the most reliable scientific methodgresentingresults from 50case

studies that are weltlistributed across continents and compare FSC / Rediroedct Logging

with conventional forest management, among others. All selected studies provide comparisons

between at least two different approaches to forest managementiftbe following list: certi-

fied / Reducedmpact Logging(or not), industrial forest management, certified (or npGom-

munity Forest Managemengnd openaccess use by local inhabitants. We only report here re-

sults for certified vs conventional industrial forest management.

Afirst aspectrelates tothe economic impactef certificationand this also speaks to the barriers
to pursuing this optionThe authors indicate that positive and negative economic impacts from
FSC certification wereeported in quite equal measurda the case studies: price premiums
werewidely reported andyet thesedo not match increased costs Y SS G O2 YLI yA SaQ
tions, and they are highly variabie relation totime, products and markets. Overall, certified
management tends to be less profitalfta operators than conventional manageményet this
shouldbe put into perspective as the difference is likely to narrow as time goemnd more
logging cycles are considered. Indeed, the higher@gging costs will be absorbed over time
and better reconstitution of the stocks for second and third cuts will/gte gains in the future.

It is worth notingthat the (positive)influenceof time in certified vs. conventional logging de-
pends ultimately not only on the management decisions but afsthe absence of disturbance
from other factors such as encroachmdayt neighboring populations or illegal activities by third
parties.

(V)
m-
—

Social aspects are a clearer winner from certification, with gains in about half of the cases and
almostno cases of losses; the other haffcases do not show significant impacts in eitdirec-

tion. These positive impacts usually translat®ibetter working conditions for employees and
improved wellbeing for neighboring communities. Yet it must be noted that the improved well
being is mostly a consequence of extended infrastructuoads, schools, health caretc).

These may be provided to local populations as partial compensation when their access to local
resources is limited and there are no clear fees payable by the company.

5 Please notéhat this study conflates RIL ANBrtification. As suchit does notpertainonly tocertificationbecause
not all RItbased studiesire concerned witlcertified areas.

6 We mustbe aware that profitability can be approached from various anglexludingper m¥, hectare, depending
on the total volumes, depending on the time period considered, @tdth each potentially yieldindifferent conclu-

sions.
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The mossignificantgains are to be found in the emgnmental sphere, which was arguably one

of the mainNJ A & 2 y& orRIGverst Nffgertification in the first place. As could be expected,
more plant and animal species as well as a higher abundance of animals are observed in certified
forests (even after logging intensity is accounted fohis is iraddtion to the other finding that
certified forestssuffer less deforestation, which in turn leads to limited loss of biodiversity.

Less ground disturbance and better planning of road infrastructure are also impedeomdary
impacts but these results must be interpied with caution because thayaybe due tolower
logging intensity This raisesquestiors about the relationship between certificatiormeduced
impact loggingRID) and logging intensityWe addressthis pointlater because on@otentially
desirable scerdo for Gabon and the Congo Basin in general might be to intensify timber pro-
duction per hectare in order timcrease thevalueof the forest resourcethroughthe production

of secondgrade species / Less&nown Timber SpeciedKTS)As such the questbns of
whether higher intensityoggingis compatible with certification othe one hand, and whether

it creates more environmental damage on the other hand, need to be clarified for the assess-
ment of certification policies in the regigie.g, do targetedcommercial species require large
disturbances for regeneration?)

It must also be noted that the authors do emphasize tradffis and some are reported heges

they represent key elements in the decisioraking processes and strategic inputs for policy-
make's. One straightforward tradeff of certificationis associated with new limitatiorm local
livelihoods(i.e., fuelwoodcollection agriculture, etc,)especially if these are not compensated
for with paymentdrom the timber companiedndeed more sustainable managemeistusually
associatedvith more restrictions. This can take the form of restricted hunting, which can cause
problems in places where bushmeat is an important source of prateind Gabon might be a
case in point This problem ®uld also be compounded bgcreasing numbers dfig mammals
wandering in the area and causing damage to local agriculturetraggkeringhumanwildlife
conflicts.

Going beyond and adopting a more critical approach to the evidence base

While the previousystematic review is galuablesource of information, it was criticized for its
lax criteriafor inclusion ofstudies in the sample. Indeed, and as recognized by the authors, there
was no criteriorrelating tohaving experimental or quasxperimental metlods of application.
With the flurry of published studies in peesviewed journals that do not reach the minimum
guality requirement to guarantee robustnegbecause they lack clear and replicable protocols,
do not include control groups or do not pay scint attention to confounding factors it is
problematic toconsiderall resultsequallyif one wishego draw conclwsionsfrom the evidence
base.

We therefore now refer to another study thatattempted to address these shortcomings and
focus the analysion a much more limited sample of studies that meet more stringent method-
ological (and hence quality) criteria (Komives et al. 2018). As a consequence, it iferlielesr
references with only 10 selected articl&¥ith al geographies include(Gweden, Mexico, Tan-
zania, Indonesia, Gabon, Cameroon, Peru, Chile), it focused on the irpaetgificationin
terms of:
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1. Forest cover changaneasurement isisually based on remote sensing techniquekich
LINE & hdReSsingx evidence of nampact of FSC on measured rates of foresver
changé = ¢ A (K (dGhileSvReteSdrifichtBrysignificantly lowers the rate of for-
est conversion to plantations. Yet it must noted that the main objective of FSC certifica-
tion is not to stop deforestatio but rather to reduce forest degradation, emissions and
biodiversity loss with the preservation of ecologically important areas and connectivity (as
far as the environmental pdr is concerned).

2. Forest quality and conservation of important areas: whitegeneral conclusion can be
drawn due to the different locations and measuiegplemented results were not very en-
couragingwith positiveimpactsof low significancgéandeven negativémpactsin one case
in Indonesia).

3. Carbon emissions and biodiversitgre each covered by one single study, but with limited
conclusive results for different reasons (lack of control for all covariat@$contrasting
logging histories with possibly hidden discriminatory factors).

We elaborate on the one study that looks @abon (Medjibe et al. 2013), which is of obvious
interest for our own and also exemplifies some of the shortcomings found even in published
articles. While using a qualitative matching technique to ensure that the main assumed explan-
atory / influentialfactorsin the sites of application and control would be the same, key variables
suspected to affect the outcomes westll different. As aconsequencedifferences in results
could lack robustness (e,gvith regard tonumber of workers or logging intemyg). The observed
variables representing outcomes were tree damages due to skid trails or commercially harvested
trees, or postogging species composition. Differences were noted but should be regarded with
caution because of the methodological flaws mienedabove in other words, one cannot sta-
tistically attribute differences to certification with confidence.

Also of interest here, the case of Cameroon is the subject of another study by Panlasigui et al.
(2018). Based on remofgensing data, it compargsotected areas, concession establishment
and certification. Results show significant but very small differeimcisest cover change over

the period 20002013due to certification. These results held famly one out of four regions.

We arguethat although many studies and reports are released on the impacts of forest man-
agement certificationthey areoften of dubious quality andt is difficult to drawlessongrom

them. Moreover, impacts are usuallgundto be only slightly positive or neutraimeaninghat

there isultimately not a very clear andefensiblecase for certification. A related concern is that
the ToCfor FSC certification additionality almostunfounded i.e, it remainsunclearwhether
certified canpanies would have behaved and operated differently without the objective to
reach certification. Indeed, one can assume aseléction bias if certified companies are those
that already had a sustainable approach to forest management, which is veayedifffrom
having something imposed by regulation for instance and with potential to change the course
of action for reluctant companies. In the end, all these elements seem to support the conclusion
that certification is more of a guarantee that companilesoperate legally andubscribe tahe

main principles of sustainable forest management (including social aspects), rather than proof
that they make dramatic changes to thein-groundpracticesor that certificationcreates the
conditionsfor very positve impacts.
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A recurrent debate and suspicion about the reality of certification as a gach@anger
in the field

We outlined the challenges associated withpact assessment abowe order to highlighthe
absence of a robudtoCand counterfactuals We ontinue our exploration here with additional
reflections about the auditing process itself in the case of $fgCificallythoughsome gener-
alizations camalsobe madein relationto other standards)In doing so, we mudteep in mind
that these audits ar relativelycomplex and timeconsumingwith limited time available t@u-
ditors to conduct their duties.

The auditanvolveverification that Principles and Criteria (P&C) developed by the FSC are im-
plemented by the candidates after the generic international ones are translated into national
standards that better suit local conditions (the latest international version of &€ Ras re-
leased in 2015). As these audits are conducted in lots of different contexts, one important con-
dition for satisfactory auditing outcomes is that indicators provide as limited scope for interpre-
tation by auditors as possible. Otherwise, all kinflpressures and mistakes can take place and
distort auditingresults, to the detriment of thé G | Y ReteiiRi. &

As a matter of fact, recermgantropical research on FSC standards and their use by auslitg+s
geststhat there is significankeeway in he interpretation ofFSGndicators and thdranslation

of these at thenationalleveF, with between 10% and 30% variation depending on the countries
2F LI AOFGA2y ot Al SGde S {Thiskstoge must bedninihized i &
ensurethe standard is more effective in order to guarantee changes in management practices
on the ground, and thereby to make the FSC certificate more credible

The reasons why the currently used indicat@sult inassessments with such large differences
relate to their excessive broadnesvaguenessandthe resultinginability ofauditors tounder-
takeproper and objective verification. Thidiige for all references to international conventions,

rules and norms that are obviously difficult to verify. Thislgpem is compounded by the refer-
ences to national laws and regulatioas well agraditional practices, which are far from being
always clearly stated. Of particular interest to our study, one indicator (P2C2I1) for the Congo
Basin countriesequiresconformity with various legal provisions framing forest management
plans but also modes of access to natural resources, and insists that all stakeholders be in-
formed. When one adds some level of vagueness to the phrasing of some indicators, it becomes
clear hat the auditors will undertake assessmemigh varyingresults. If the possibility that
these auditoranay besubjected tosome level of pressure to provide positive assessments is
considered then these opportunities for interpretation become all the raoproblematic.
Piketty et al. (2019) also found that indicators were not always additional to national regulations.

Another critique that should be seriously considered is the recurrence of minoreanformi-

ties. Thelarge numberof thesetend to suggest that substantial deviations from best practice
are at playt thoughthey areminor, the fact that there are manyon-conformitiesand that

they are recurringmight eventually make them significant in terms of impacts. Based on the
analysis of 516eports from 78 certified companiga seventropical countries Piketty et al

”We must acknowledge th&SC as a member of ISEAL has a ToC with specific pathways of change.
8 Note that an interviewee suggested that PEFC chose their indidatsugh a way, and produced anditing mantal
to drasticallyminimize variations ininterpretation.
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(2019) point to the disturbing fact that a majority of companies do not seriously address these
problems as suggested by the absence of a continuous reduction in the numimrodnform-

ities over the years. Admittedlyhe types ofnon-conformitiespracticedby a given company
tend to changeover the years, as opposed to one flaw being repeatedly fohadiever,this is

not always the case.

Also relevant for our study, the auths found a specific problem associated with Gabon and
Cameroon: in these countriethere is commonly norwonformity withtwo indicators For me

of these (P4C2I2 on health and hygiena)certainpattern has been identifiedfor a given com-
pany, the audtors note a norconformity for aspects that differ from year to year but remain
under the umbrella of the same indicator, which means that the company in question never fully
meets health and hygiene conditions bustgl certified. If proper use of thestandard hadeen
enforced the recurrence of what could have been a minor ftmmpliance would have evolved
into a major norcompliance, leadintp either termination or suspension of the certificaleis
important to note tre view ofone of ourintervieweesthat these weaknesses remaiimrelation

to the recently validated Gabonese FSC standard.

These criticisms might dempered or at least put into perspective, for instance by focusing on
the key indicators that arsuitable forproviding a basis for robust, objective and fair assess-
ments by auditors across contexts. Indeed, it might not begaificantproblem that some indi-
caors are too vague for a reliable and objective assessmeihieile areothers that already
cover the most important aspects (social and environmen¥d). the issue of minor nowon-
formity should besatisfactorily dealt withhy the standardsMoreover, it should be a priority
that the key indicators are easy to audit without ambiguity or rofmminterpretation foraudi-
tors / certification bodies who might in turn be iag pressure from their clierst The case of
Gaboninvolvinga unique fullscale expriment, could be seen as a golden opportunity to make
progress in that direction and scrutiny is to be expected from civil society to make sure that
misuses of the standardare reported.

Key points

A It is still debated and far from proventhat sustainablity certification ¢ of which FSC
and PEF®PAFCare prominent exampleg has positive impacts that are significantly
different from conventional forest managementfhis is due to the lack of evaluations
using themost rigorous methods such as experimental methods.

A There are several reasons forighelative absence of clear evidencmcluding theToC
(havecertified companiesctuallychangel their forest management techniques@and
the (lack of)rigor of certifiers / auditors in their verification$ whethercompanieshave
shown progress.

A If we leae aside the strength of evidence (or lack thereof) on the impacts of certification,
available results in the literaturgenerallypoint to positive impacts especially on envi-
ronmental and social front3rade-offs are also identifiedsuch as lost economoppor-
tunities when the exploitation of forest resources is constraimetliding for local pop-
ulations
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2.3 Barriers to systematic FSC certification of all forestry operations

Interviews with a variety of stakeholdepsovided an opportunityo collect a diversity of views
about obstacles on the path to certification. These are presented and briefly discussed in this
section and might lead to more systematic analysis of the problems they pose and their impli-
cationsfor the future. In relationto implementationcosts, it was reported thabecauseFSC
certification is alencompassing, the process is highly complicated and generatesretagisg

to managemente.g, with additional workforce required to change management processes

the necessity fortraining. Indeed,FSC certificatiogoes way beyondiodus operandin wood
production andrequires adherence to man$QOtype procedures at administrative and financial
levels. This iparticularlytrue in Gabon where the legal framework is deehsaifficientlysus-
tainability-orientedthat companiesvhich operate legallgdo not have to make dramatic changes

to their operations orthe-ground in order to becomecertified. This was reiterated yet ex-
pressed differently by another key informant who eaipked that companies musindertake
structural changeswhich sometimes leads to a deep reshuffle of their internal system rather
than changing operations on the ground.

These views tend to reinforce tltmmonassumption that ugront costsborne by compaies
are highesin the process of obtainingertificationbut that benefits can be reapealver subse-
guent years.For example, companiased to have a lorterm vision and to plan for a long
term presence in the same arem elsethe upfront investmentswould make little economic
sense and would be lost once the company ntbt@ another area Certification can thus be
viewed as a proof of commitment and as one way to discriminate betweenintetitioned
companies and otherg or according to an economidiom, to reveal preferencesThiscould, in
turn, benefit the hosting countrthrough greaterstability and a higher level of enforcement of
the legal framework.

Up-front investment costassociated with certificatiomwould likely not be a majoproblem for
companies with a longerm vision if and only if healthyprofit margins would follow and reward
this course of actiorHowever in reality,informants complained thaGabondoes not provide
efficient logisticswith the result that profitmargns are squeezed to the minimum with or with-
out certified operations. In particular, the harbor is rfatfor-purposeand does not meetex-
pectations for a country with such high ambitions to reform its econawgralland its forest
sector specifically.his problem might be all the more acutecausedhe various policies in place
encourage less vertical integratipwith processing capacities located in one or more special
economic zones that aré principle far away from many forest operation$hispushestrans-
portation costs (as a share of total production costs) upwards.

There is thus a need to think about the whole reform package and make sure that all aspects are
compatible and support one anothefdditionally onemight assume that the lovprofit mar-

gins and higher costssociated wittcertification will force some companies toy to bypass

some rules anaperate on the fringes of legalitpossiblyalsomanipulatng the auditing pro-
cessesds noted above This is clearlyhe exactopposite effect to thatwhichis sought.
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Another barrier according to interviewes, is the lack of premium prices granted to certified
products and the resulting challenge to compensate the higher costs of production overall. In
this context, certificatio is viewed as either an additional constraint on production (equivalent
to stricter and more demanding legal requirements applied to forest management for produc-
tion purposes) and/or anechanism foaccessigsome markets or increasythe market share

in more lucrative marketsHowever, the information collected suggests tlitais not straight-
forward that the latter can materialte in practice and legality might be a better strategipr
accessingnternational and demanding markess illustrated by thalready quite long history

of FLEGT. Indeed, for all its flaws and disappointing results relative to the peiboomic in-
vestments in the procesELEGT has demonstratét European markets woulgtelcomelegal
timber products across the boatlat have come from producing countri@gth ambitiouslaws

and regulationgfrom a sustainability perspectivaather thansome highgrade certified timber
products alongside a majority of illegal and unsustainabbelucts

Put differently, the question heris whether sustainability certification (FSC iisttase) could
be so widely adopted that demanding marketsuld import certified productsexclusively The
answer might be negativgiven the largesolumes involvedthere wouldstill be room for non
certified productsand this would carry theisk of significant problems. A safer strategy might
be to engage fully in legalityerified products insteadThisis also something that China seems
interested in with itsGlobal Green Supply &h (GGS@)itiative for forest productsthoughthis

is notanavenue that Gabon igursuingat present However,one solution to tke relativelyun-
exciting prospecof investmentsin sustainability certification with little gaingould be to rely
on thestandards to promotenuch moreaggressively certified products in the targeted markets.
This is onetrategy adopted byhe label / brand Fair & Precious, which is committed to certified
timber products beyond ensuring legality, reportedly because of iglesrentailed with legality
verificationin cases wherg¢hings go wrong under intense scrutifrpm civil society.

Another way toconsiderbarriers is to look at the other side of the coin aidéntify benefits.
Barriers are just as significant as benedits less significanAs noted abovethe benefitsasso-

ciated with certificatiorare not straightforward for companies operating in the tropics aali-

ing an increasing share of their production lEssdemanding Asian markets. Yet it is useful to
note here the several benefitaentioned byone intervieweeh y SELJ | A Y A y Hol-(G K SA NJ
icy towards FSC certification: (i) securing investments through shareholders, (ii) following a gen-
eral trend (and norrme) towards more sustainable practices in a sector taim@t opacity and
suspectedlow sustainability, (iii) increasing the credibility of the company with both sharehold-
ers and stakeholders, (iv) increasing or securing market shares, and (v) divgrsjftions for
marketing in case things go wrong in the primary markets. These various aspects can be sum-
marized throughthe following line of reasoningjiven that certified products do not easily sell

at a premium, companies would rather see certificatimmefits in terms of diversified markets,
secured funding and credibility

Overall, barriers can be assumed to be serious enough, whatever they are, if one considers the
predictions made by key informantgho have extensivexperience of the Gabonese cemnt

and/or operations in the country: between a third ame half of currentconcessiorareas

might be serious candidates for certification, whidimately equates taabout 5 to 8 million
hectares.
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Key points

A WhileFSC certificatiomay be mandatory inGabon from 2022 onwardsnany barriers
exist thatcould ultimatelypreventmanycompaniedrom obtainingcertification

A These barriersire weltknown andbroadly acknowledg# and they explain to a large
extent the reasons why many companiesenot yet pursued this optian

A Among the identified barriers, higher production costs are not necesaritpre of the
problemand the manyadministrative or management implicationsand hurdles seem
to provide an even greater obstacle to certificatiBaving said thatit is also undeniable
that the lack of premiums and other incentivesuch as accessing markets and increas-
ing market shareg has a criticalinfluence

2.4 Possible fisal and nonrfiscal measures to overcome barriers and
succeed at scale

The siccess of Gabdnlans for systematic certification of its forestry operations by 2022 will
depend on the decisions and accompanying measures that will be taken in the coming months
and years. In this sectiowe pay attention to the various fiscal and nfiscal measures that the
government could promote to smooth and accelerate the adoption of the FSC certificate rather
than finding itself in the referee position in 2022 aheén providinggreen or red cards once the
deadline has passed.

Promising fscal measures already implemented

In terms of fiscal measurgghe authorities have already taken actitimough the 2020 fiscal

law, based on recommendations and a reasoning that has been around for years now. The whole
argument is as simple as its effects might be signifidaimivolvedifferentiated forest taxes to
incentivize legal and sustainable operations, as the more legdlsarstainable the operations

the lower the taxes paid to the state (and the lower the total production costs). In fact, Gabon
is the first country in the region (other previous experiences were made in Peru and Brazil) to
have put such a system in placeZ020.Three rates were set for the area tax for conventional
operations, legalitycertified operations, and sustainabilitertified production (either FSC or
PAFC/PEFC). According to Karseti®1), this measurshouldhowever be put ito perspective
because the area tax is low relative to the logging and the export t&xesre significant step
would thus be to broaden the application of the fiscal measurintwease its impacbn the
decisionf concessionaires. Besides, this fisefbrm isde factoabout increasing the costs for
those companies without any certificatiom a context wherghe taxes were generally loand
decreasing the rate would be practically useldsstead, rates were increased for legaldgrti-

fied operationsand much moresofor those with no certification whatsoever.

One immediatecritique ofthis reform¢ which we must note was fully supported by the inter-
viewees( is that it seems transitorgiven thatGabon has announced that only F&ttified
operationswill be allowed from 2022 onward#\s suchit is intended thatdifferentiated taxes
will be removedsoon after their introduction if things unfold as planned. Beside the fact that
we question the feasibility of the stated deadlifer the announced measa ¢ which is likely
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to at least be delayed iarder to avoid an abrupt fall (if not collapse) in the volumes of timber
produced domesticallg differential taxes ar@lso a mechanism to ensure a smooth transition
by preparing the ground and making it earsior companies to meet the challenge of certifica-
tion. In addition, it can also be interpreted as a signal sent to the sector that the government is
in control and is eager to do whatever it takes to enable the national targets to beOnete

other hand, there is clearly a risk that igsignalwill be misunderstood and that companiés-
terpret the fiscal reform as a setfefeating policy that validates situation wherethe absence

of certification igolerated.

While it is not exactly the purpose tifis report tofurther explore the options for more selective

or more inclusive timber production with other species and higherduction intensities per
hectare, we also note that this fiscal approach can be declined in many different ways and for
different purposes. For instance, the taxes could be revised oitfined according to the loca-

tion and other related parameters that indicate the additional transportation costs incurred by
producers They could also be set with the objective to encourage pheduction of second

grade species / LKTS with lower market prices.

Non-fiscal measures are deemed complementary and critical

Nonfiscal measures can alsseincentives that make it cheaper to operate sustainabhnd
this is perfectly justified by the positive externalities that such operations generasy, by
providing a comparative advantage to certified companies inptueess of allocatingonces-
sions, orallowingmore flexibility in their payments to ensure thdinancial sustainability as
well. All of these proposed measures are really alsoobothing the way fovirtuous companies
facing thebarriers to certification as presented above. They are not abeaimiing the ben-
efits accrued by these compani&s a purely discriminatory manner, butther gently tipping
the scalesowards certification in the codbenefit analyss that companies are assumeduo-
dertake in decisionmaking processes

Some other measures are definitely on the other end of the finamsiatkind spectrum ofools

at the disposal of government&ne problem stated by a key informant is that companies do
not always understand the processes that must be followad the conditions that must be
met in orderto becomecertified and maynot have the right contacts to support their journey
In this context,one low hanging fruit would be to provide training and information to those
interested in the challenge. This is one of the missions of the PIPEGZffainme de Promotion
RS f Q9 E leltifide\déd Forat@Pyogram to promote certified forest operations) that was
created in 2012 with funding from KfW and the participation of the COM{EA@mission des
C2NEl Ga RQ! T Mnhig kzactivitieS gré dikkrgeiSevall share the objeive of foster-

ing increased numbers ofertified operations in the Congo Basin (withalifferentiating in
terms of priority between FSC and PERDBaching interested companiesnd running work-
shops to share information with stakeholders (rather thaoactively reaching out to specific
companies), are examples of this effort to solve knowleddated issues for candidated cer-
tification.

Another example of ikind support could be fagovernmentgo prepare the ground with more
key data and informatioprovided to companies thaire consideringnvesingin a given coun-
try andobtainingcertification. Considering the issue of Iqwofit margins andassociated busi-
ness risk$or thesecertificationcandidates (cf. the departure of the Rougier grdat had2.3
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million hectares in concessions spread over Gabon, Congo, Cameroon and the Central African
Republic), two types of data and information could be envisaged: species distribution and the

presene of High Conservation Value (HCV) forests. The former would help potential investors

to make a rapid judgment about the attractivessand feasibility of engaging in forestry opera-

GA2ya o0& adzoYAOGGAYy3 I LINBtwRuE hldo balv2he dodiriitméne dzy G NE Q &
of the host country and send a positive signal to investors regarding the govenmaot@nisms

in place therebycreating a less risky environment fdoing business).

The latter proposition would be specifically targeted at companiesrg at certificationgiven

that the protection of HCV forest areas is one conditioat must bemet to obtain certification.

Yet, it not only requires costly field data collectiamd continued monitoringput also acts as a

Damocles sword above compagibecause HCV areas cannot be fully exploited. While certifica-

tion standards might still require field data collection to make sure that the mapping of HCV is
rigorous and reliabléjt is also possible to be creative and to generate probability magsatiea

secondbest but provide substantial preliminary elements to anticipate where HCV areas will be.

The example ahe Roundtable on Sustainable Palm@SPQis instructive withitsd LINR 6 | 6 A f A &
YI LJaé¢ KL Gfor@dclyobjeckresdza S R

Key points

A Taking stoclof the barriers identified previouslyeasures can be designed and applied
to speed up and make certification easier for all forest companies thatoaiemain in
Gabon such measures can be fiscalnon-fiscal.

A Fiscal measures holdignificant potential and were unanimously praised during the
course of this studyGabon has recently started to experimeavith such measures a
pioneer in the region but not worldwidewith different rates applied to the area tax
depending on thguality of operationgnone, legality, sustainability)

A The fiscal measures couwtsobe conceived as one first attempt that dater be broad-
enedand deeperdto orient forest managemenbwardsother aspects such as intensi-
fied timber productionthat, for instancehaslesserknown species and/as of lower
commercidvalue.

A Nonfiscal measuresare essentiallyintended toease the way forvirtuous companies;
they are not aboutlisproportionately benefitting these companies but rather about shift-
ingthe balance gently towards certificatiom this way, thegan be as effective as fiscal
measures.

A Thesenon-fiscal measuresre diversegexamples includprivileged access to concsisn
licensesand the provision odupport to navigate the intricacies of certificatiarOther
more exploratory measures could baking available HCV map®r more information
on timber species inventories with distribution and density.

9 Some values, such as social and cultural values, can hardly be detected with aerial surveys and remote sensing
techniques, creating a clear tragf.
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2.5 Implications for he processing industry and the economy

Gabon has engaged in a seriesnitiativesand measures of which mandatory FSC certification
is the culminatingolicy. It cannot be analed and interpreted in isolation from the rest of the
forest sector and evethe economy in its entirety. In this section, the objective is to reflect on
the possible implications for, and interactions with, the processing industry anddkiern-

Y Sy fri@riy to stimulate investments in the special economic zones.

Effects of thelog export ban

It is useful to start by looking back at the first of this series of events with the log export ban set
up in 2010Whilethis kind of policys put in place with a view to develam the industrial basis

and retainngdomestic economic vak, there are alsassociatedisks and drawbacks. Two can

be mentioned and explained here for the sake of preventing the most adverse effects: declining
prices and margins for concessionaires, amdisalignment between processing capacities and
supplies.

Regarding the first aspect, the log export ban hadthe directeffect of redudngthe number

of buyers and the size of markets for the forest concessionaires. As only domestic sales are al-
lowed, only domestic buyers are targeteand thisautomatically reduces the choice of options
and the competition between buyers. As a consequergesituation of quasoligopsony
emergesthat tends to push prices downwasdby providingbuyers withan excessive power of
negotiation. This situation seems to hawecurredwith an abrupt reduction of timber produc-
tion in the early 2010%ollowed bya return to preban volumes in 2018, probably once new
investments in processing units became effective inimgith timber supplies restricted to
the domestic market (Banque Africaine de Développemenht)ssuggests that the losses in
terms of production irthe first years othe ban being implemented wereorrected after a pe-
riod of adjustmentHowever the issue of downwarttends inpricesremains:informants com-
plained about lowerprofit margins due to the obligation to sell to processing units based in
Gabon.

Regarding the second aspect, the price issue is also related nbegging(mis)alignment be-

tween processing capacities and timber production. From a purely economic standpoint, rising

timber prices would only be possible in a context of induktoigercapacig, as competition

g2dZd R aKAFAI FNRBY GKS aAStfSNEQ ALIKSNB 0602y O0Saaa
In other words, an artificial level of scarcity on the demand side (fewer markets forthays)

wastriggered by the log expotttan, may have put some concessionaires out of business and
stimulated investments on the processing side at the same.tifigs in turn may have lad a

new equilibrium once the new unitgere up and runningvhichenlarged the available markets

for logs.However there is now a debate about the persistence of processing overcapaaities

this issue will beritical to solvevhendecidngon the way forward.

Signs of processing overcapacitiesingaggravated by regional log export bans?

Three facts tendo support the assumption that the current situatias charactezed bypro-
cessing overcapacities rather than a need for more industrial investmesitsgytimber prices,

the closure of some processing units, and sgressureon domestic timber supplies. This as-
sessmentis supported bythe assumed sustainable level of timber production in Gabonese

Sustainable Value Chains in the Congo I 16



CONGO BASHN FOREST PAATNERSHIP

forests, which is around 4 million m3/year and very closth&ocurrentlevel ofproduction. All
of thisbringsplansto createmore special economic zones atwdstimulatemore industrial in-
vestmentsinto question

In this context of relative tension between demand and supply of timbeoumtry, it is critical

to observe what might happen in neighboring countries where tlageslsoplans toestablish

a log export ban. Indeegyocessingvercapacities in Gabon would be intensified if thesmre

no possible adjustment based on the raw timber surpluses from atbentries in the Congo
Basin. This also points to recommendations by interviewees that some level of flexibility would
be favorableto facilitate the alignment betweesupplyand demandt for instance making
about 15% of thdog production eligiblefor export for processing abroadVhileit may first
seem tocontradict the previous assumption aboudomestic processing overcapacitighis
might also indicatgroblems related to specific products for which capacity is not installed and
available within thecountry. If this were to be verified, there would be a case of double misa-
lignment between timber production and processing with insufficient overall timber supplies
but also a lack of processing capacity for specific species and products.

Will mandatory certification compound the problem?

D062y Qa dzy diNEdD R&hgae BIE certification from 2022 onwards should be
analyzedin light of thechanging environmerdescribed abovelf one assumes (i) industriato-
cessingovercapacities, (ii) a minority of concessidwesng certifiedas of 2021, and (iii) upcoming
log export bansn other Congo Basin countries, there seems to be a tangible risk that timber
productionwill fall after 2022following an enforcement of this pigly. This in turn could exacer-
bate overcapacities andould potentiallydisrupt the whole sector.

With such risks on the horizon, it is likely that the government of Gabon will teeepstipport
phasing in the implementatiorgnd delay the full enforcemérof the announcement by, e.g.,
by accommodating those concessairesthat demonstrateproven efforts andan engagement

in movingtowards FSC certificatiahough they may not yet haveecured the certificateThis
might explainthe 3 2 @ S NJ/ Equgsitmattoncessionaires provide a report on the actions
they haveundertaken to progress towards certification. Indeed, one key informant estimates
that only about half of the current concessions will be ablelitain certificationby 2022

Sgnificant riskof a potentialdisruptionincludereputational damagéeo the government ofza-
bon (if this high-profile policy is not enforced in timeand toFSQif pressure on auditors to
accelerate the process leads to abuses and mistakes and resulting&@@ign¥). One po-
tential means of avoiding such risk®uld be to intensify production in existing concessions.
Theintention here would beo broaden therangeof logged species and produce greater vol-
umes per hectareThismighthelp to shiftcompanesQ | i (tdvglrd Secnkgrade species or
LKTSKey informants note that becauseich an approach would tebsolutely feasible and ac-
ceptable within the FSC rulgbkere is no contradiction betweenbtaining certificatiorand pro-
ducing more within the arrent concession aredlowever it seems that specific safeguards
would also be required to avoighsustainablentensification.

10FSC denies this risk on thpundsthat it is governed by a variety of stakeholdgreluding civil society
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Avariablebusiness climate (1)Drivingchange through greateconcenttation?

A common view of intervieweestisat Gabon isat least to some extentyn the verge of enter-

ing unknown territory. With uncertainties around the alignment between timber production and
processing capacities, the capacity of most concessionaires to achieve certification bgrizD22,
the commitment to (and relevanceof) maintainingthe initial 2022 deadline for certification
across the board, just to name a few, it is challenging to try and predict the future of the forest
sector.

All these elements are related to an underlying problem, whi@hlackof predictabilityin the
business environment for investgrimcludingboth those already in the country and those who
might be ponderingnteringthe market Whatever regulations are enforced aireadyseems
clear that the sectoral landscape is chamgand will result in a different distribution of actors
and power balance. Onaitial outcome to observe in the coming months and years will be the
list of companies still operating concessions and their size. One might argugréaadércon-
centration iscoming,with big actors occupying more market space and operating larger forest
areas upstreamn the value chain. Indeed key informant noted thathe requirements for
certification might place a disproportionate burden on smaller companies than biggsy; es-
pecially if internal management systems must be changed to achieve wHatdsibed as a
Glidz- £ AG@ | LILINR la®OKEYBHEY YR BESRNER OK é¢condpa-Ly | RRA |
nies withlongterm plans to do business in Gabon willestthe necessary time and resources

to becomecertified; companies with a shorter time horizoray no longefind this environment
sufficiently canduciveand lucrative.

This concentration in the making, if it ever matedadi, isrelated toanother aspect, namelhe
geographical origin of the business players. It is no secret that a dividing line in the sector is
drawn between European and Asian companies, with the former generally more inclined to fol-
low the path to sustainability to accelgrative Western marlets. Whilethere are numerous
exceptions to this empirical observation (for instarzgeincreasing awarenes®out sustaina-

bility on the Chinese side (Cook 201&)is important to keep in minih efforts topredict the
consequences of the Gabon policy.

Oneremainingsource of uncertainty relates tthe strategiesthat may be adopted by Asian
investors at this stage there isnly limited anecdotical evidenam which to predict what these
might be For instance,timight beassumel that Chinese concessionairesll abstain from in-
vesting in certification and thus leave the country as soon as the new policy is enfascgauath,
it is important to make a informedassessmenabout the plansof Asian actorsor investors
(with around tree quartersof concessions beingnder Chinese managemeht There are sev-
eral opposing signals in this respgdh the one handChinahaslaunched itsGlobal Green Sup-
ply Chain (GGSG@jitiative for forest productsand targets legality verificatiorOn the other
hand,it was also noted by interviewees that a number of Asian investors iGat®gn Special
Economic ZoneggSEYhave been using seconid not third-hand equipment in their processing
units. Thisis interpreted as a sign th#tis probably notheir intentionrisk invesing in the long

1174% of concession arealsttps://www.lenouveaugabon.com/bois/2003467674-dessuperficiesattribueesa-|-
exploitationforestiere-appartiennentauxsocieteschinoisey and 71% of concession permitstps://www.gabonre-
view.com/exploitationforestiere-les-chinoistrustent-71-despermisforestiers)).
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term in Gabon but rather to reap some benefits until they melsewhere(e.g.,to China to
take advantage of commercial tree plantationhen theymature).

Overall interviewees suggested that about half of the current concession area might be certified
in the short term, which leaves about® million hectares. What happens next is a matter of
speculation at this point in time, and ometervieweesuggested that mmaining certified com-
panies mightrequestthat the government allow them tantegrate other abandoned conces-
sions with larger areas under their managemertis concentration would potentially pose
problems due to the much greater difficulty handng over large(in comparison temal) con-
cessions This iexemplified by the case of CIB (Congolaise Industrielle des Bhis}y isstill
looking for a new ownerAdditionally, if biggercompaniegequire makingcapitalavailableand

going public, there is @sk that more shorterm objectives are given priority as opposed to
family groups.

Avariablebusiness climate (2)Drivingchange throughess vertical integration?

Another aspect that merits mention is the possibility that ongoing poligiishave he effect

of disconnecing upstream and downstream stages of the timber value chaith mostinvest-
ments in processing units in the GSEZ to enjoy the associated benefits (tax holidays, social and
logistics infrastructure, etc.). While not necessarilyatireg a disconnection between companies
active upstream and downstreammindeed a given company or group can obviously operate
concessions and processing units in different locatipitsseems that these circumstances will

in effectencourage outsiders tmake new investments in the GSEZ. This trend seems to be
encouraged by the policy to move forward with the plan to have a stock exchange for wood that
would act as an intermediary between timber production and log purchasementioned ear-

lier in the report, this new structure for the sector would possibly push timber prices down in a
context of oligopsony and captive sellers (once the alignment between timber production and
processing capacities materizds).

However, with a lack of data on production at various stages, it remains challenging to make
accurate predictionabout future developmentsWhat can be said here is that vertical integra-
tion is quitea normal practice and provides advantages in termsogfdtics and efficiency, as
well as planning, particularly in a context where frontiers are closed and the situation is artifi-
cially modifiedthrough various policies (fronthe log export ban to GSEZ and mandatory FSC
certification).

But is the scenario adne big GSEZ in Nko&ntrolling theprocessingof all logs produced in
Gabon unavoidableAlternatives might involveeither several GSEZn different locations
and/or parallel processing by concessionairessite. Indeed, it seems thdhere are plando
install a handful of new GSE various corners of the country: thigould clearly be a wise
decision as it makes little economic sense to have processing units far away from the production
sites givertransportation costs, logistat challenges, cadn emissions generated, and the ab-
erration to transport wastdo-be over long distances on imperfect road®t to mention the
missed opportunity to create local employmehat could help to stenmore migrations to cities
and towns Another optiong and koth are highly compatible would be tosupporton-site pro-
cessing capacitie® ensureat least a level playing field with the GSEZpractice, his would
requirethat the government providénfrastructuresupport to create new clusters in the most
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promising zones in terms of standing timber resources and access to markets with rivers and
harbors.

Key points

A Thelog export ban entaiéd several riskssuch as lower prices and margins for conces-
sionaires due to a captive domestic markatly domestic proasing units can be sup-
plied hence reduced competitigrgr misalignment between timber supplies and pro-
cessing capacities.

A While prices might have indeed been pushed downward, the thorny questiodust
trial overcapacitieginsufficient log supplies and processing units remaining idleproer
verselyundercapacities (timber producers struggle to sell their products as psotg
units operate at full speed) is debated

A Our assessment tends to suggéise presence abvercapacitiesThese might constitute
a serious riskf and once the new rule enters into force in 2022 smtheof the conces-
sionaires are not allowed to contie their operationdrurthermore, the timing might be
problematic as the other Congo Basin countailssplan to implement a log export ban
and thiswould further dry up timber supplies in Gabon.

A Theimplications of this policyalso includea possiby higherdegree ofconcentrationin
the sector with only bigger players willing and able to engagdlee road to certification
It remains to be seen if this concentratisrlikely toresult in a disproportionate share of
the industry in the hands of Europeaor Asians, who amurrentlythe main if not the
only players.

A Another implication could be less vertical integration with more disconnect between
companies in charge of timber production in concessions and those in charge of pro-
cessing This phenomenomran be connected to (and even compoundedtty)(other-
wise usually praisedpecial economic zondkat encourage investments in processing
outside of concessiord near logistical infrastructure such as harbors

2.6 Alternative path for discussion: Towards legaligyificationin-
stead of FSC certification

In this section, we discuss the possibility that legality verificatigmagerableto sustainability
certification, at least as a first step and in the context of hybrid governance.

The case for legality verification

While the trajectory that Gabon is mently takinghas numerous meritghe various insufficien-
cies and risksall for some reflection about alternative or complementary policies that could
keep the best of the existirgpproachand add new variationgiafine-tuning.

Potentiallythe most pominent gotion would be to slightly reduce the level of ambitiarf
achievinguniversalFSC certification by introducing two revisions to the announcement made in
2018. First, the government coutétain the excellent initiative that materiaed in the nev
2020 fiscal law with differentiated tax rates depending on the quality of operatiofi®m the
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adoption of a proper forest management plan to the certification of legality, and finally the cer-

tification of sustainability (FS@this case)Whileviewedpositively, his fiscal arrangement is in

essence ephemaet if FSC certification becomes mandatory. It seems at least worth discussing

the optionof allowingd KA & FA&AO0Ft YSIFada2NBE Y2NB (GAYS (2 KI @S
strategies Moreover, the worstperverse effectsvould be mitigatedwith companiedeingless

proneto mine resources before closing down their businiédbey see encouragement to im-

prove over time without a binary and drastic type of measure

Second, it can be digssed whether a focus on one particular private standard for sustainability
is ultimately the best ideaGiven thatFSC is the dominant actor in the Congo Basin, is well
known among consumers (relative to other standards), hadg widespreadredibility anong
stakeholdersthe choice made by president Bongo makes seHssvever, FSC certificatioa-
mains difficult to obtain for many companies based on the various barriers to certification that
were discussed earlier in the report. In a context of relatil@lyprofit margins for reasons also
related to the ongoing restructuring of the sector (see discussion abbae on exports, captive
sellers, etc.), it might not be the best timing for such a dramatic shift to be impasedtop
down mannerthrough regulation.

Therefore, an alternative could be to impose legaligyification at leastasa first stegd?, espe-

ciallygiven the generally positive lightinwhith2 y 32 . | &Ay O2 dzydendialFa Q F2 NB
viewed(note that this optiorwas generally wlcome by the interviewees). What is usually miss-

ing is a high level of enforcemedue to governancechallenges Having legalityerification

could thus be a witwin strategy as it helps improve sustainability ancreasetax revenuefor

the national budjet, and alsoreflectsthe effortsmadeover the years talevelopa widely rec-

ognized legal frameworkPlus, funds from FLEGT could be used to improve national civil serv-
FyGaQ OFLI OAGASE YR (SOKy2t23AS5a adzOK | a Ay¥F21

Sustainability certification makes sense from a hybrid governance standpoint

Argumentshave also been madmgainst the use dégalityverificationacross the board vs. sup-
porting widescale adoption of sustainability certification. Indeed, one interviewee explained
that legalityverificationwas less reliable and more subject to changes in terms of which certifi-
cate schemes doperate(seeAnnexA4). In addition, it might have implicatiotisr the involve-
ment of overseas development assistanteleed, while initiatives such as PPECFcoentinue
supporting certification (anthus benefit from the Gabon policy), legalitgrificationwould be

a harder casebecause itis debatablewhether such funds should be dedicated to suppagt
something that is legally obligatofote thatFLEGT funds can be used to increase local capacity
rather than paying for comfncewith the law, which is welcome.

This discussiooan also be seen in light ohgoing debates around hybrid governance eyst,
whereby public policies retp somedegreeon private instrumentsThe mechanisnthat would
apply hereis well described and anayd by Karsenty (2019)ho explains that forest certifica-
tion has been either stagnating or receding in the Congo Basieasons that can be linked (to

12Note that some confidential sources indicate that such a plan is actuathirrwith legality verification mandatory
from 2022 onwards and FSC certification mandatory from 2025 onwards.
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some extent) to both the shifting markets from Europe to Asia / Chiaad to the FLEGT pro-
cess that proposes its own system of legality verification for producing countries. In a context
where markets do not provide gal prospects for a price premium or market share increase, or
wherethey put in place their own systems with priority given to the legality aspects of produc-
tion and good governance, there is little space for the deployment of a costly and constraining
cettification system with little expected benefits for the private sectand limited impacts

see section 3.2)0ne possibility to break this deadlock would be to have sustainability certifica-
tion be eligible as a substitufer due diligence processes byporters to ensure legality of the
products; this decision has yet to be made.

At first sight, there is thus a contradiction between the ambitious Gabon policy and the reality
of the markets. But, as Karsenty (2019) points out, a case remains for sodtbirtrtification
standards if there is recognition of the public interest in certification with the burden of verifi-
cation moved from companies and public officers to the private standards in use. Indeed, FSC
for instance could be seen as a way to ersboth sustainability and legality and thtsserve

Fa | o6YreoS atAdakite (22 LIR2GSNFdA +FyR Oz2aidfeo

for due diligence and the enforcement of the legal framework in the forestry sector.

In other words, it is amxample where a private instrument could serve the public objectives
and interestHowever, varying conclusions can be drawn fromlthes of reasoningvith regard

to the use and application of FSC at the producing country level. Indeed, rather thaug laavi
mandatory approach to certification as exemplified by Gakowmith associatedeputational
risks for both the country and F&@ could be fruitful to think aboufocussingmore on fiscal
(and possiblalsononfiscal) measures to encourage and enable certification by the most virtu-
ous companies while preservitige credibility of the FSCIf such a approach wre to becon-
sidered preferablesomethingwould needio be done about the independence and relidhibf
auditors / certifiers because the stakes would go beyond sustainatailiiclude legality.

Sustainability certificationmight be even more sensible with the development by Ga-
bon of its own standard

These reflections about hybrid governance and thiégance on private mechanisms &@hieve
public objectives resonate particularly loudly in Gabon where the interactions between the state
and the private group Olam (headquartered in Singapore) are intimate. As sugbgstedcre-

ation and development fthe GSEZ Nkdkee AnneXA 3), the private group exerts decisive in-
fluence over Gabonese public and economic policies. Itsmstetimescontributes directly to

the implementation ofi K S 3 2 @ Sbblfownis planga@s exemplified by its practice (encour-
aged by the government)falistributing large areas of forest for timber productidrom con-
cessionseither granted directly by the government oconcessions that were abandoned by
companies (usually those not surviving the previous log export ka@rsé€nty 202

These points suggest that there is an increasing trend in the country to delegate parts of the
policy realm and implementation to privatactors and/or mechanisms. There is thus an overall
consistency in the directions taken by Gabon even if these can also beaxitici several fronts

13Yet one informant provided anecdotical evidencéaforablemarkets with the share of veneer imported to Europe
and coming from Gabon having increased in a more general context of decreasing veneer imports.

Sustainable Value Chains in the Congo I 22

\



CONGO BASHN FOREST PAATNERSHIP

as suggested in the analysis.this respectwe could also addhat there might be a hidden
agenda tocontract the total area under productive forest management in the couasya
means of facilitatingnore conversiorof forestsinto agriculture(noting thatOlam is a world
giant actorin this fieldwith direct interest in oil palm and rubbermong othes). The internal
consistencyin hybrid governancgwhen both sides recogre their complementary rolesand

the role of the private sector is also in line with a trend in the sphere of sustainable development
and natural resource management to design aesttmore hybrid governance systems.

In closing, altird-party standard and verification could indeed be a transitory path towards ro-
bust and credible nationatertification systemsunder national contral The objective would
then be to have investments b made to supportjovernmental agencies arather levels of
governmentand make them strongeiTaking the opportunity of the Forest Code revisithe,
national zoning land use plan process, and the political momentum in favor of SFybvid-
ment of Gabon couldtart a process of recruitindgrainingand maintaininghuman resources

but also ofobtainingthe best technologiesxhich are increasinglfyee of coss with the availa-
bility of high-resolutionradar andsatellite imags), to define a set omeaningful and measurable
indicatorsfor SFM.

There isa lotto learn from the experiences of private sustainability certification systems and
buildingon those lessons may facilitate this process of transitibused strategicallyechnol-

ogy can facilitate understanding of @mound changes, leaving precious time and resources for
government representatives to do work @mound and gather key meaningful information.
Every government has a control office (national audit office) that supeswhe dayto-day ac-
tivities of all government sectormore staff working with these control offices would headpe-

ate processes and actions increaseaccountability.Change willadmittedly not happen over-
night, but this quastultural changewvould prabably be the best option in the longer terrin
contrast, full reliance on a private standard coulddmneirreversible ifit were to block such
advances igovernance and capacity.

Key points

A As the announcemenhat FSC certificatiowould becompulsoryin Gabonfrom 2022
onwards poses several tangible rigkget considering that the poliaynight not be fully
enforced potentially revised odelayed until 2025¢ we suggest thathe government of
Gabonalso considealternative pathways.

A For irstance,in place oBustainabilitycertification it would be interesting to explore the
less ambitiousobjective of legality verification. Even though this approachlso has
drawbacks such as beingiewed adess credibldoy many stakeholders, it has tres-
vantage ofbeing easier to achieve andf @mphasiing the value of the domestic legal
framework in the longer term.

A In terms ofthe choice othe FSGustainability standardthere is someoncernarising
from the fact that a private standardiould determinehe rules of forest management
in Gabon(which is obviously a matter of sovereign#$ an alternativeit might be more
productive in the longer term to increase capacitganntry with thedesign ad appli-
cation of a specific standardhat is under the responsibilityof Gabonitself andin ac-
cordance withits own terms
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A Anotheroption would be to keep using and optizmig the already innovativ€for the
region)fiscal measureshat havejustbeenput in place and would have the potential to
pushconcessionaires towards legality and sustainability certification but in a sstitgr-
wiseand more predictable manner for investors.

A These debates must be anadd in the context dfiybrid governanceand the emergence
of arrangements whereby states can rely on private standards and tools to meet their
own objectives and implement their own polici€kis delegation of authority in hybrid
governance arrangements leing studiedo identify the most psmisingapproaches.
Gabonwill serve as a case study from whioteresting lessonwill be drawnabout the
capacityof hybrid governance arrangemeritsdeliver.

2.7 Conclusios

By way of conclusion, weutline severafacts, comments and recommendatiottgat are not
only relevantor Gabon butmayalsoinform other Congo Basin countries that might be tempted
toseeDI 62y Qa SdasBuNd & iyspirdtion for their own forest sector.

1. Gabonis a pioneer in the Condgasin(and beyond in some ways) with its successive policy
moves from the creation of a vast network of national parks to a log export ban, a leader-
ship role in REDD+ aiitd unprecedentecannouncementthat FSC certificationvould be
made mandatory from D22"onwards DI 6 2 y Q& vl héSnded soQ& of les-
sons for other countries in the Congo Basin.

2. FSC certificatiorfand probably other similar schemes such as P#©edgh this was not
assessed in this studignds to provide positive social and environmental benefitdow-
ever, evidence remains scarcand disputedif only highquality evaluationgusing experi-
mental methodshre considered for impact assessment.

3. Fiscal meastesthat were recently established to incentieilegality and sustaindliiy cer-
tification respectively areiewed positivelyby most observersvho also supporpursung
and deepeing this optioneither throughgreater distinctions in tax rates dby using har-
vest and/or export taxesnstead of the relatively small area tax

4. While there isgenerallyinternal consistency in the series of policies that Gabon has de-
signed in the forest sector, risks and shortcomings were also identified inclomi&adgign-
ment between processing capacities and domestic timber supplidisruption if manda-
tory certification is enforced affagged and reputational risks if the desire to reach stated
objectives prevails over rigor in monitoring.

5. One might argue that Gabon hasgaged in a path that is equivalentgquaring the circle
with higher production costs associated with certification but lowetber market prices
for concessionairebecause of the export ba@and lower margins because of less vertical
integration andlong distances between concessions ath@ special economic zone

14 See previous comments on the fact that FSC certification might in fact be mandatory from 2025 onwdedmbnd
ity verificationfrom 2022 onwards.
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Related to thisthe whole policy process might gain from being amedlyfrom a political
economy perspective to identify winners and losers in the pracess

Alternative pathsexist beside randatory sustainability certification and we propogdest
consideation oflegality verification as a starter, and evemore ambitious fiscal measures
to incentivize legal and sustainable operations.

If Gabon really wishes to take the avenue of sustainability certification, we would recom-
mend that further consideration be given tthe benefits and risks of relying on a third
party standardwhich, de factg will make (independent)decisions abouforest manage-
ment rules As an alternativeGabon couldocus onthe development of its own sustaina-
bility standardswith significantand immediate investments in its own human resources
and capacity but also takiraglvantageof increasingheffectiveand availle free technol-
ogies for monitoring.

The plan for Gabon to rely on FSC certification is a calgboid governancevhereby a
state delegates responsibility to private actors, and in this taseprivate standardThis

also applies tahe creation of tle Special Economic Zone in Nkok, which is operated by the
agfi-business giant Olamsa publicprivate partnershipOutcomesof such arrangements
should be scrutirzed to draw lessons for the region as a whole.

Complementary measures and policiesuld be contemplated by Gabon with a view to
minimizingthe adverse impacts and risks of a globally positive and consistent set of policies
For instance national inventories of forest resourcgdCV assessments to attract compa-
nies that might get coléeet about requirements for FSC certificatiamcentives to exploit
secondgrade and lesseknown timber species level playing field for concessionaires that
are located in remote areas and face challenges competing with special economidéarones
processingor a certain level of flexibility for exports of unprocessed wood when domestic
processing capacitiere not commensurate

One hidden factor that might greatly determine the success or failure of Gagon I LILINR | O K
relates to theplans by Asian inv&tors, both Indian and Chinesgiventhat their departure
would create a vacuum in the sector with possible significant negative impacts.

A (pessimistic) analyst might be tempted ¢onsider the situatiorfrom a different angle
and anticipate that tomotch policy objectives and ambitions willeffectlead to a reduc-
tion in the number oftoncessions in operation and provide the government with a good
reason to distributdicenses to agrbusiness playergo convert forests in idle concessions
into agricultural plantationssuch as oil palm and rubber. While we do not give too much
credit to this scenario, ishouldclearlyserve asan additional reason to scrutirg the evo-
lution of the situation beforeelebratingGabon as a sustainability frerminner.

An (optimistic) analyst might argue that tegown certification as proposed by Gabon
would provide ggreat case of enhanced impacts of forest certificatian it mightaddress
the common loophole of sedection for companiesvhich gaincertificationon the basis
of their already sustainable operatiomgth ultimately little additionality @r impact) This
policy experiment should also be scrumd for that reasoras certification would be a
gamechangemwith companies obliged to go down that road
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3 CASE STUDWY2:ZERGDEFORESTATION COMMIT-
MENTS FOR OIL PALM IN CAMEROON

3.1 Background

In this second part of the report, we move our attention to another country, another commodity
and another type of policy and measure to make supply chains more sustainable in the Congo
Basin. Oil palm can be qualifiedaf®restrisk commodity in the sege that it is associatedith
deforestation in parts of the tropics. Globaliyis indeed commonly listedmongstthe handful

of commodities that are most harmful to standing natural forests along with beef, soy, coffee,
cocoaandrubber. While producednostly in Southeast Asia with Indonesia and Malagsiag
obvious leaders in the sector, it originates from West and Central Africa where it has been used
for local consumption for centuries if not more. Recent trends suggest that it is growing rapidly
in its region of origin and that the situatialequiresscrutinyin order to take action before it is

too late and vast chunks of the Congo Basin foaestonverted to oil palm plantations. Within

this region, Cameroon stands as one of the countries witeresector is developing rapidly and
where the forest is at high risk of degradation and conversWith Cameroon also beingn
important host for biodiversity¢ as illustrated for instance bgn overlapping of the areas of
current or potentialoil palm expansionwith great ape distribution (chimpanzee and goritla

Wich et al. 2016y, palm oil productionis a strategic issue for the Forest Partnership for the
Congo Basin (CBFP)unsider

To complement lessons from the Gabon case study, we now explengatential ofthe private
sector and corporate sustainability commitmentsitaresponding to the issue of deforestation.
These commitments that are taken unilaterally by companies emerged about a decade ago in
the sphere of agriculture and forest conservation with the New York Declaration on Forests in
2014 as an important milestone. Their main innovation is to rely on desiddy the private
sector itself and at various stages of value chains to change practices on the ground with
measures tweaked ifavor of local populations, working conditions and limited impacts on the
environment.As suchthey constitute one piece ohe jigsaw and their role needs to better
understood.

As we will explain and discuss throughout this analysis, the oil palm sector in Canmes el (

asin other Congo Basin and West African countries) is at a crossroads and an oily Damocles
swordsitsabove the forest domain in that part of the world. Big plansiarderwayfor compa-

nies to invest and smaller producers are engaged in a cycle of investmentsyreldwplanta-

tions and lowefficiency artisanal millaVhile the majority of these comparsemay not be en-

gaged in ero-deforestation commitmentgt is timdy to consider the possibilitthat thesecould

have astronger presencand becomeincreasindy relevart. Here the prospects for outside
pressureg either from governments of importing catries or civil society (domestic or foreign)

¢ to trigger rapidchanges are also of intere§the lessongresented in this case study wpito-

vide strategicdirectionfor future actionin both Cameroon and in neighboring countries.
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3.2 Briefhistory of palmoil development in Cameroon

In this sectiorwe provide a succinabverviewof the expansiorof the oil palm sector in Came-
roon. A more detailed description can be found #finnexA 5.

Although! T NJcabtribQtén to global palm oil supplies shrank from 77% in 1961 to 4% in 2014,
the continent still holds 24% (4.5 Mha) of the w@ldotal oil palm cultivated area (Ordway

al. 2019a). This discrepancy between shares of production and of planted areas is caused by the
relatively low yields achieved in this part of the world. In Cameroon specifivaléye the gov-
ernmentaimsto double palm oil production (and triple coggroduction) by 2035 from 2010
baselinesapproximately 17.3 Mha (68%) of land suitable for agriculture is under dense tropical
forest This figure approaché&6% in the Southwestvhich isamajor producing region.

During the period ofompanyacquisitions and development until the 1950&ery little was done

to develop the smallholder oil palm sectand the two stateowned companietiad mixed rec-

ords inthis regard Things changed witthe private companysOCAPALM in the 1960s, which

developeda Nucleu€state Smallholder (NE8hereby smallholders are integrated in the com-

panyled system with managerial and technical assistaiegit was only in the late 1970s that

the government took genuine action to promote oil palm smallholdings with the creafitme

dfonds national du développementrugal 6 Chb! 59 w0 ¢A (0K &dzLJLJ2 NI FNRY |

The collapse of this Furid 1990after twelve years of operation was due severalfactors
including elite capturdn spite ofassessmenthat the fund had been instrumental in developing
the sector.It alsoresulted in many former FONADER farmers developing their own artisanal
mills as a coping strateggnd thisartisanal sector has been thrivirgyer since The collapse
inaugurated a newave of smallholdersvhich alsancludedwealthier landowners and internal
and external elitegNkongho et al. 2015 Converselythe sectoris characteded bya limited
number of industries, both private and publighich areconcentrated in the southm part of

the country.
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Figurel: Oil palm expansion in Cameroon
SourceOrdway et al(2019a)
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It is important tocite the study byGazull et al(2015) whofound a quasabsence of land that
would be both highly suitablfor oil palm productiorand without forest cover on a scale large
enough to allow for industrial expansidhis usefully completed by Wich et al. (2016) who stud-
ied the overlaps between thareas ohighconservation interest for the great apes in Africa and
the oil palm industry suggesting tha89.9% of the distribution of great ape species on unpro-
tected lands overlaps with suitable oil palm are@ke assessment is a caufee concern also
because protected areas with adjacent oil palm plantations often suffer additional threats, such
as illegal incursions of oil palm plantations into the protected areas and killing of apes.

Key points(from the complete description in Annex5)

A Oil palm (Elaeis guineensijginates from Africawhere it stillmakes up asignificant
share of the total planted area worldwide; yet the low yields result imuah smaller
share of total production compared to Southeast Asia.

A Oil palm also has lng history in Cameroospecificallywhere it developed during co-
lonial times, then with stat®wned companies of which some were later prieati The
Bolloré grougds now the main player in the country (and the only private investor if we
leave aside other embryonic projects at the time of writing).

A A rural development fund¢ FONADER contributed significantly to the NES model
whereby farmers are associated with companies that provide technical assistance and
supply them with theirfresh fruit buncheqFFB production After successful years,

Ch b ! 5 &Mlagséain 199thduced a new wave of independent smallholders who sup-
plied artisanal mills that have become a feature of the sector in Cameroon.

A Thepace of expansion has been unabateger since and resulted in a situation where
a majority of plantations are owned by smailtiers with their own mills and low produc-
tivity, even in mediunscale plantations developed by wealthy local entreprendois
productivity is also found in statawvned plantations.

A A study indicates thiack of remaining large pieces of larid areas sitable for oil palm
that alsomeefs sustainabilitycriteriaas defined by the main certification standard RSPO
As a result, the sectawill develop with scattered smallholder plantations only or new
industrial plantations wilbe established througthe conversiorof forests ingood con-
dition.

3.3 Zerodeforestation commitmentandhybrid governance

In this section we provide a succinct presentation of bagho-deforestation commitmentsand
hybrid governanceasthey arerelatively new yet increasinglyothinant approacksto mitigat-

ing environmental impacts from agricultural commodity productidnmore detailed analysis

can be foundn AnnexA 6.

NGOs and advocacyogips use consumer awareness campaigns and activism to tackle environ-
mental and human rights issuemnd these strategiesare meant to push companies to
acknowledge their responsibility for impacihis phenomenon might be seen as a manifesta-
GA2Yy 2& &¥ P8BS pracyss éf svhich summarize in Figure A4 in AnnexA6.
Indeed,NGOs understnd that pressuring brands might hold more potential than pressurin
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governments, mostly for accountability reasons and the capacity to affect profitability through

market campaignsCorporate sustainability commitments have multiplied over the last few

years and include burgeoning deforestatifrae pledgesalso labelld & T Sdsf@restation com-
YAlUYSylaé¢od ! fiK2dzZaK O2YY2yfeé& LINBASYGSR Fa LINI 3T
mitments are not necessarily concrend ambiguity remaigin relation totargets and dead-

lines Bregman et al2016).

In the oil palmsedor, about 65% of global production was covel®dzeredeforestation com-
mitments in2018.However, two observations put thiato perspective. First, smallholders are
coveredto a much lesser degrelsy these corporateeommitments,and this is a problem for
Cameroon and the Congo Basin where smallholders are an essential part of the sector develop-
ment. Second, the focus is clearly on Southeast Asia where the giant producers are located and
impacts on natural forests have beatentified and tracked fosometime.

A bigger problenis the lack of transparency and implementation of these commitments as
noted by Haupt et al. (2018). With a relatively limited share of global production certified by the
main standard for palm oil (RSPQjette are indeed signs that companies are lining up to

their commitments. Moreover, the vagueness and lack of precise and concrete plans to imple-
ment and enforce commitments suggests that companies use them more as communication
tools than as toolkitsd seriously clean up their supply chains.

As a matter of fact, zerdeforestation commitments have created new forms of governance
relationships, and most notably a shift in the tyud functions that were once the sole domain

of the state. This situatioh & OF LJi dzZNBR Ay GKS y20A2y 2F WKe&o N
teractions of different spheres of NGOs and private sector actors with the state. In other words,
O2YYAlYSyiGa GSyR (2 aKAFG GKS o02dzyRINE 060SiG6SSy
remit and those for which nostate actors are in charge. A tension may thus exist between the

bright side of hybrid institutions bringing new opportunities for policy and service delivery with

enhanced sustainability, and the darker side of private ssatdringing on public territory and

serving certain interests imaindemocratic manneiVe argue that this angle is fruitffdr stud-

ying the potential andpathwaysfor the oil palm sector in Cameroon (and more broadly in the

Congo Basin) to achieve saisable value chains with zedeforestation commitments.

Some lessonsan bedrawn from Luttrell et al(2018)who studiedoil palm productionn Indo-
nesia.First, multistakeholder processes are fundamental in the realm of hybrid governance as
they gathe around the table a diversity of views and interests that must be fully understood
and reconciled if one wishes to achieve ldagting impacts. They also introduce @lementof
independence by bringingn boardNGOs (ideally local ones) as watchdogs facditators of
implementation on the ground.

Second, commitments by individual companies positive but adoption on aroaderlevel

such aghroughjurisdictional approachegss better These mix willingness the private sector

to improve practiceswillingnessof local governments and public institutions to stand up as
front-runners in sustainability and reap the benefitsgreater visibility and attractiveness to
investors, and lower implementatiocosts(as transaction costs are limited foertification if

done at the landscape level and costs are shared among all actbis jurisdictional approach
thus constitutes a perfect example of hybrid governance for sustainability as it must gather all
forces from private and public sectors as had civil society and reach consensus on the objec-
tives and how to achieve these.
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Key points(from the complete description in AnneX6)

A Companies involved in fotessk commodity production have been increasinglyténe
get of efficient campaigns by NGQkat have progressively changed strategy afud
cusedtheir actionson the private sector through their consumer base rather toan
governments.

A This phenomenon tzOK S & dzLJ2 y ( K SnarifeSsbver@ignyg O SiLlK G2 TA ad 02 Y«
LX SYSy Gl NE (G2 GKS 2f RSNJ O2 ynoediile 2otintrigsa G | G S k¢
can decide how to plan development and how to regulate their productive sectors, mar-
kets are free to famr products that meet a range of conditions in terms of environmental
impacts, fair distribution of benefits, working conditiarsl others

A This movement has translatedtandeclarations and agreements at the internationall
levelc of which theNew York Delaration on Forestsn 2014 is emblematic and in a
remarkablewave of corporate sustainability commitments of which z#eforestation
commitments are one branch.

A Thesecommitments involve a flurry of companies all over the wodtlall stages of the
value chains (from commodity producers to retailers) but their impacts remain ambiva-
lent for reasons such as vagueness of the commitments or lack of monitoring systems or
transparency. Oil palm is definitely one of the main commatigeted

A The implementation of these zedeforestation commitments has pravehallenging,
and analyses suggest that hybrid governance is a promising avenue to improve their rec-
ord. It basicallyinvolvesinstitutional arrangements that tie together plib and private
sides to increase the feasibility of these commitments on the ground.

3.4 Main features of oil palm in Cameroon at present

In this section we provide a succinct description of ¢toerentsituation of the sector in Came-
roon and analye the implications from the perspective of sustainability commitmehiare
detailed analysiscan be foundn AnnexA?7.

In Cameroon, but also in other neighboringuotries, the situation is differenfrom the main
producing regions in Southeast Agiaat least one very important way: smattale producers

can process the fruits into crude palm oil by themselves using artisanal mills. This defining fea-
ture hassigniicantimplications because it allows smallholders and medagale plantations to
expand independently of industrial projects in remote areas and without coordination (and
oversight).Moreover, the processed oil is either used for cooking purposes, or processed into
soapmainlyfor domestic consumption, or sold to refineries for further processing and possibly
exports. But if the bulk of this crude palm oil is not aimeegbort and is even less likely to

reach demanding markets such as Europe or the USA, then the chances that producers will seek
more sustainable standards appear to be rather flimsy.

A reinforcing yet complementary description is provided by Ordway et al. (2019a) who explain
that contrary to what one would expect from productioelated internal economies of scale

(and the situation observed in the top producing countries), over tiwals of all expansiom
Cameroonoccurred outside industrial concessions. This expansion ideithavith a boom in
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new mills, almost all of which were informal, lefficiency, and nosindustrial facilities. Of the
53% of mills that reported their year of establishment, 95% were built in the year 2000 or later.

Turning to the relationship between ¢hexpansion of plantations and deforestation, a couple of
references provide recenind convergingnformation. For instanceOrdway et al. (2019a)
mapped all mills in the Southwest Region of CamemmwhconcldedY dawSadz §a TFTNRY
analyses indigte a large, significant relationship between informal mills and recent expansion

I YR RS T2 N indohvéniest yfuthéseems to be that the bulk of deforestation is hap-

pening outside concessions and thus outside of the responsibility of industiaas ac

There is a lack of reliable data on the production of palm oil and refined products as well as
associatednarkets According to Ngom (2021), 3036CPO produced in 20%8s consumed by
households with the rest either processed into soap or furthdinea. Sixteen industrial CPO
processing units are registered in the country with a total capacity of slightly more than one
million tons. Interviews conducted for this study suggésit processing units / refineries oper-

ate atabout half capacity due tthe shortages of CPOhis overcapacity at the refining stage of
the value chain is cauder concernnot only from an investor perspective aimiterms ofwast-

ing previous financial capital for the development of Cameroon, but also because it represents
a very tangible threato remaining forests as there is a strong incentive to expand plantations
much further to meet the domestic CPO needs.

With all CPO processed-d@ountry to satisfy demand of secosstiage processorgnly refined
products are relevantor export markets. The markethat are prioritizedare regionalsuch as
Nigeria, Tchad, the Central African Repuétid Angola to a lesser extenh this circumstance,
there is unlikely to bentensified pressure from consumers and civil society akkenpractices
more sustainable as thmarkets servedre not particularly demanding. This observation does
not createmuch scopdor optimism and is critical for the future of sustainability commitments
in a context where not a single producer in Cameroon has pursued RSPO certification. Yet as
noted by an interviewee, the solution might be found at the financing level. Indeedyeigri
banks and other donors support investments by the industrg context ofthallenging access
to loans in Cameroora need to obtain certificatiomight arise as these lenders tighten their
conditions.

Key points(from the complete description in ArexA7)

A In Cameroon, but also in other neighboring countries, the situation differs from Southeast
Asia in at least one very important way: sradhle producers carocess the fruits into
crude palm oil by themselves usengisanal mills(which is morerofitablethan supply-
ing industrial mills with a fixed price ceilinghis defining feature hasgnificantimpli-
cationsbecause it allows smallholders and medisoale plantations to expand in re-
mote areas and without coordination (and oversight).

A The oil processed in artisanal mills tetal$e consumed locally, or at least nationally
hence chances that producers will seek more sustainable standards appeaatbdye
slim. This is compounded by the fact that oweo thirds of plantation expansion oc-
curred outside industrial concessionshich coincided with a boom in new miidarge
majority built after 2000) almost all of which were informal, legfficieng, and non
industrial facilities.
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A Results from spatial analyses indicate a significant relationship between informal mills
and recent expansion and deforestatiém inconvenient truthseems to be that the bulk
of deforestation is happening outside concessionsiatftlis beyondthe responsibility
of industrial actors

A Cameroonsexperieningan unusual situation whereby refining units are in overcapacity
and CPO is imported from abra@h This is worring because it is an incentive for more
plantations to develop in order to satisfy demand from the installed capacity, which in
turn is expected to drive deforestation at scale.

3.5 Prospects and objectiveBrojectsin planningand theNationd
Strategy

In this section, w summarie informationabout future or initiated projects and make connec-
tions to the National Strategy. Thell text in AnnexA 8 alsoincludes the Africa Palm Oil Initia-
tive.

Oneproject has been stirring controversy for a few years, namely thbd$8d Herakles Farms.

A lease of more than 73,000 hectares of land was first awarded in BOO®e case was quickly
criticized, particularly for its negative impactmdall the more so as it abuts the Korup National
Park, which is home to rare apes, monkeys and elephants. NGOs campaigned with tangible re-
sults as the presidential decree signed in 2013 for the establishment of the ciorcenvered

about 20,000 hectare§.here is no reported activity on the site.

In 2016, &ameroonian company callédurbeganpreparations for an oil palm plantation west

of a proposed park (Ebo Forest) on such a large @teE23,000 hectareghat it would dwarf

SOSY 1 SNI1fSaQ 2NAIAYIf K2fRAYy3Iad ¢KS LYy Aa
tory. No additional information could be gathered on this project during our research.

A new project was reportédto bein planningnear Kribi on the South coast (Campo and Niété
municipalities) with about 60,000 ha of plantations (largest oil palm plantation in Central Africa)

and involving the comparfyamvert According to our interviews, about 2,500 ha were approved

by the governmat. So far only about 800 ha of forest conversi@mve beerreported, and it is

probable that campaigns against the project may have played a decisive role.

The National Strategy was sfileing developedt the time of writing,andwe only mentionits
broad orientations.One overarching comment is that this draft might not addriesly the main
risks of the sector in environmental termastead it focuses orits development from technical
and logistial perspectivesYet,the Strategy exposédse risk d environmental degradatioand
recommend$® aiming for 20% of sustainable palm oil in 2025 and 25% in 218 objective
would be fulfilled through the noiwonversion offorest ecosystems with the issuance of

15 https://www.afrik21.africa/cameroude-projet-de-palmeraie% E2%80%89camvert% E2%80%B%-desgar-
antiesenvironnemenéles/

16 The very fact that the document makes recommendations drayv its status intajuestion; a strategy might be
expected tooutline actions and targets rather than recommendations.

Sustainable Value Chains in the Congo I 32


https://www.afrik21.africa/cameroun-le-projet-de-palmeraie-%E2%80%89camvert%E2%80%89-offre-des-garanties-environnementales/
https://www.afrik21.africa/cameroun-le-projet-de-palmeraie-%E2%80%89camvert%E2%80%89-offre-des-garanties-environnementales/

CONGO BASHN FOREST PAATNERSHIP

concession licenses outside of HCS/HCV areas only, and the (still vague)detaeldpregula-
tions in line with RSPO criteria

After mentioringthe Accountability Framewotkas an interesting lead to guide practices by the
private sector, the Strategyc&nowledges the importance of having detailed studies of go and
no-go areas for use in the design of local plans for land use planning (PLAM2Difyring and
control mechanisms must be strengthened and RSPO principles and criteria must be adapted to
the Cameroonian context fahis standard to bevidely adopted.

We conclude this section by mentioning something that is not in the Strategy but probably
shouldbe for the sake of continued growth of the sectqmwhich is clearly beneficial to the
Camerooniareconomy and developmerg and whichapplies a critical lens tthe land assess-
ment undertaken by Gazull et al. (20189 mentionedn Section3.2. Indeed,while the latter
concludeghat remaining large tracks of suitable land without forest coasr almat non-ex-
istent, this view was contested by an interviewee spemdliin land use planning in Cameroon.
The secalled unsuitable areas of the foresavanna transition zone, which are indeed techni-
cally of low suitability for oil palm production, couldfatt beconvertedusingthe proper tech-
niques and approach.

Indeed, he only reason it is unsuitable is that the forsstvanna transition zone has a longer
dry seasorthat does not fit well with @ palm plantations The solution would be irrigatioas
irrigated oil palm on good soils and high insolation would certainlyety well and is at least

an optionworth exploring. The downside is thtktis type of cultivationwould substantially in-
crease production costdNeverthelessthis avenuemight be fundable through climate change
mitigation and adaptation financeWe weretold that extra water is required for@ months a

year and the cost afetting up irrigation is about $2,000 per hectare. The lost carbon from clear-
ing forest is worth about the same at current carbon prices.tls®idea would be to rely on
climate finance to pay for the additional costs. This could be through a fund that provides guar-
anteed loans to the companies until revenues are collected with mature plantations (sales of
FFBs); an alternative is to rely on the issuance of credits to make the sgsiidfimancing and
sustainable.

Key points(from the complete description in AnneX8)

A All existing analyseend to suggest thaéxpansion is on the tabland more projects for
plantations and mills are expected to take place in the coming years.

A Several industrial projects hastirred controversyin recent years because of the threats
to standing natural forestand conflictual relations with local poptilens in a context of
disputed land tenure.

A Despite this Damocles sword held above remaining natural forests, it is clear firat all
jects in the pipe have had difficultiemoving forward and most are eitheon standby
or have beerabandoned.

17 hitps://accountability-framework.org/
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A Thedraft National Strategy, resulting from consultations with stakeholdecdearly
states that the future of the oil palm sector must avoid environmental damage including
forest conversionthis is reinforcethroughstatementsof the Africa Palm Oil Initiative
supported by the Tropical Forest Alliance and involving 10 African countries, even though
the specifiavording may be interpretated asiggesting aedudion indeforestationra-
ther thaneliminating it altogether.

A The National Strategy is still at thieaft stage and there is room for more revisions until
it is validated Fom an environmental and sustainability perspective, the text would gain
from being more precise and concrete about the necessary steps to ensure that projects
in planning(such axCamver} do not materialre as they would be in contradiction with
the spirit of the StrategyThis also refers to thiack of detailsabout the consideration of
HCV/HCS assessments in the license distribution processes.

A There is room fomore creativity n the optimal use of landor the expansion of the
sector, which is beneficial for the economic development of Camefoomstance, ar-
eas deemed unsuitabfer oil palm cultivation (foressavanna transition zones) could be
made suitableisingproper irfrastructure and supported by climate finance.

3.6 Zerodeforestation commitments in Cameroowhere do we
stand and what to expect?

This section presents the state of sustainability commitments in the oil palm sector in Cameroon.
Building on the wealth of iofmation presented in previous sections, it discusses the extent to
which zeredeforestation commitments have a future in this country and whether they can
make a difference considering the dynamics at play.

Thecurrent state of commitments

According to iterviews conducted over the course of this studye three private companies
SOCAPALM, SAFACAM and SPFS seenseddaeslyengagng in sustainability policies(. Their
concessions boosted the oil palm business in 18€0s, and planted areas were furthex-

panded until stakeholders started to pay attentitnforest conversioiin the 2010sIn addition,

stiff opposition from local populations in some cases (6SQCAPALM Eselspymetimesre-

sulted in delayed operations and retrocession of lafttese compniesthen halted their ex-
pansion(probably under pressur&om their majority foreign shareholdeysand drafted sus-
tainability policies.

These policiesdescribed ast wS a L2 yaA ot S a |, wete Pubisiiy iin Decenbek O & €
2016 and are set at the level of the parent compawhich is the ©CFINgroup'®. Four key
principles are presentedind herewe are specifically interested thea wSa L2 yaA ot S 5S@S
YSyGé | yR a¢ NI yelditkr SBagicabeddresded\tbrgughite idéshboard and

public reports). Th&OCFINroup announced its full commitment to eliminating deforestation

18The dashboard can be accessedehhttps://www.socfin.com/en/commitments
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inalits2 6y | YR A operatdrdasiniél asSaNygEuse of peaegardless of depth. This
translates io the group committing to no greenfield development without prior mapping of
HCV areas and HCS forests, which is oanfigitiousside of existing commitments and require-
mentsunder existing standards. This is completed by the consideration of the riglitslige-
nous populations through the application of the widely supported Hpei®r and Informed Con-

aSyi o6ctL/ 0 YSUK2R® b2iS G(GKFG SEAaGAYy3I aasSaay

publicly accessible.

The group also posted an update on its &olimplementation Plan for 2020. It reports on the
finalization of the HCV assessment for SAFACAM and SOCAPALM and efforts are under way to
pass the RSPO audits successailtiie end of 2020. Regarding the fornzaliion of the conces-

sion boundaries at SCAPALM, the process is under way and will involve participation by the
local communities to reach an agreement on go anejncareas. Labt, as part of the RSPO
certification process, SOCAPALM and SAFACAM are engaged in the compensation and remedia-
tion process that will require the companies to properly assess the extent of their responsibility
for the loss of forest cover within concession boundaries since the beginning of their operations.
As a result, action will be taken to engage in forest consematisewhere. Wshouldalso note

that SAFACAM has engaged with the Zoological Society of Londoto (Zigate environmen-

tal impacts in the Lac Ossa Reserve, and that the latest assessment byilsRtds a rela-

tively positive performance bythe grow in relation toaspectsaddressed irthis study, namely
landbanks, maps, traceability, sustainability policy, deforestation and biodiversity, or HCV/HCS
impact assessment¥ etthe absence of RSPO certification (currently under proded&ates

the need for a more cautious nofe

Contrary to the private companiethe two stateowned companies PAMOL and CDC do not
have their own formal commitments. Yet they wilay a veryparticularrole in thesuccessful
implementation of the Natinal Strategy as they are owned by the state and must serve as an
example.According to intervieweesgplantingis their priority as opposed to expanding their
plantation estate on surrounding forested areas. It must be expected that thegtwathstmeet

such requirements as not being responsible for the conversion of HCV/HCS forests.

What to expect from future zeredeforestation commitments?

It is time to take stock of all information gathered farand discuss the potential for zegte-
forestation comnitments to multiply and havanimpact on practicen the oil palm sector in
Cameroon. Té extent to which this occurs willepend on the presence of barriers to these
commitments and the capacity of producers to overcome théhoreover, opportunities for
leverage and the ability of stakeholders to take full advantage of thésalso play a role

We identify four mainbarriers which ardnterrelated in several ways: the lack of degraded lands
without forest cover to establish new plantatiarthe prevdence of smallholders and artisanal
mills; the unfulfilled need for CP@nd the markets for Cameroon palm thiat do not have high
demandsn terms of sustainability conditions. Thefsair elements reinforce each other and are
an explosive cocktail foufure uncontrolled expansion of plantations in forested areas. Indeed,
demand for palm oil both domestically and in the regionsfall new investments, all the more

19The full assessment is available héreps://www.spott.org/palm-oil/socfinrgroup-s-a/.
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sogivenovercapacities at the refining stage and CPO imports to meet these supply Aesitls.
is largehdriven by smatland mediumscale farmers andiventhe proliferationof artisanal mills

all over the Southern part of the country (including the Littoral and Southwieat)pay no at-
tention to forest conservation, it would busory to believe that the expansion is going to hap-
pen in a rational, planned, and sustainable manner.

In fact,companies likely to engage mero-deforestation commitments are almosbn-existent
beyondthe SOCFIN companies. Pressure can only be egpestcome from Cameroonian
stakeholders, and particularly civil societgtors who havealready demonstrated thahey can
voice concerns and be heard. This would be in line with the concept ocfdedocestation com-
mitments as an example ofiarketgovemnance, but the fact that consumers will be lightly con-
cerned with sustainability in the region does not help. It should ratheas t@se in point where
hybrid governance comes into play with efforts by the government (ormtlonal levels of the
administation) to coordinate and support such moves.

As far ageverageis concerned, e situation is clearly problematic, and the oil palm seetiir

pose a very tangible thre&ab remaining forests in Cameroon for years to cotdewever there

are still someopportunities yet to be exploitedTo begin with, the government can revise and
issue new rules and conditiottizat new concessionsiustmeet andcan also avoid distributing

new licenses over areas that contain forestggood condition This idikely to be challengng
giventhe available assessments that areas suitable for oil palm cultivation do not contain large
tracks of degraded land that would qualiffowever,the government can also undertake ac-
tions to limit and control expansion outside of coss®ns.The situation mighthen differ de-
pending on the land tenure and property rights that apply on these lands, and it could be argued
that in all cases it is challenging from both a technical and political point of view to achieve
positiveresults orthat front. It may be echnicallydifficult to detectsmallholder plantations and
artisanal milldefore theyflourish in lots of different parts of the countriyloreover, oncethey

are detected it is a sensitive matter for the state to reverse a trengiaces where such busi-
nesses contribute to poverty alleviation and represent a credible source of livelihood for the
production of a very popular product that is used on a daily basis all over the country (red palm
oil for cooking and soap).

Leverage caalternatively be sought at the level of financing as capital is scarce in Cameroon
and most investors will either have to fund their own plantations or raise funds abroad. This is
where there is room for even more improvement in a context where improvesarg already
happening, and the trend is definitely going in the direction of stricter rules for loans in the
agricultural sector and oil palm in particular as a highly emblematic crop in terms of tropical
deforestation. Additional efforts must be undekian to make sure that investor® longerhave

as easy access to loansveas previously the caseyvenwhere environmental damag&vas in-
volved.Yetone immediate and certainly lodgsting limitation is that smaland mediumscale
plantersc andprobably even most largecale entrepreneurg can selffinance their operations.

Another promising option at least on paper, is to improve agricultural practices and increase
productivity in a country where all plantations outside industrial estaiestinue to produce

very low yields. Such an avenue can also be extended to industrialcsteied plantations
where it was reported that practices lag behind and fexils were not even used for decades.
Therefore, implementing ambitious programs to tra@mrhers andorovide irkind and financial
supportto both farmers and stat@wned companies is a necessary steyen regardless of the
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forest conservation issuégeconomic development and better use of natural and human re-
sources remain relevant whateverdhexpected effects on remaining forests. Note also that
positive impacts on forests are all but guaranteed without accompanying medsugesumber

of reasons including the wethown rebound effect: with greater productivity and revenue,
there is an inentive to keep expanding cultivated areés

Key points

A At the group levelall private industrial plantations have zeraeforestation commit-
mentsin their sustainability policieshis translates o the group committing to no
greenfield development without prior mapping of HCV areas and HCS fdigstsepre-
sents a relatively ambitious responsecammitments and requirementederexisting
standards.

A Whereasthese private companies seem wetigaged in the road to sustainability and
RSPO certification, they atentrasted starklybythe state-owned plantationsthat have
no such commitmentsThe priority for the latter seesto be replanting in order to boost
yields and it is reasonable &xpectthat further forest conversion will be constrained
also by the responsibility to provide a good example with respect to the National Strat-
egy.

A Barriers to nedeforestationacross the sector are mainly lack of degraded lapos/a-
lence of smallholders andtezanal mills unfulfilled needs for CP@nd markets for Cam-
eroorian palm oilthat do not have higldemand in terms of sustainability conditions.
These four elementare mutuallyreinfordng and are anexplosive cocktaifor future
uncontrolled expansioaf plantations in forested areas.

A Points of leveragexist that deserve scrutinfirstly,funding usually comes from foreign
sourcesandthesecould impose sustainability conditions in line véttiend of financial
institutions payng more attention to forest issuesSecondlypotential for increased
yieldsthrougheither replanting or improved agricultural practices could be a good sub-
stitute for the extension of planted areasowever this would require firm and coordi-
nated action &scale.

20For a good review ohts debate around the links between agricultural technologies and deforestation, we suggest
referring to the seminal wek by Angelsen and Kaimowitz (2001).
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3.7 Conclusions

Inconclusion, we list a number of kpgints forconsidertion by policymakers and analysts with
a view to reaching a higher level of sustainability in the palm oil supply chain in Cansgeon
cifically as well a€ongo Basin countsemore broadly.

1. A National Strategys still at the draft stage and might evolve based on stakeholder con-
sultations It statesclearly that the future of the oil palm sector must avoid environmental
damage including forest conversionhis positions also supported by the Africa Palm Oil
Initiative that involves 10 African countries.

2. Until it is validated, ltere is still room for revisiom the StrategyThe text would benefit
from being more precisas to the means to guarantee ptige environmental and sustain-
ability outcomes.

3. We are at a crossroads and action is required nawthe sector is expected to witness a
boom with high demandfor palm oil domestically and in the region and plans for large
scale investmentare under way

4. Markets are local, national and regional and provide few leverage points for effective
action and changgeespecially from the angle of zedeforestation commitmentset in-
dustrial projects usually need to tap into foreign sources of finanttingugh whch sus-
tainability conditions could be mainstreamed in order to avoid providing loans for invest-
ments that do notachieve positive sustainability outcomes

5. Cameroon, andub-Saharan Africa more broadlyave levels of productivity and yields that
are wellbelowthose inSoutheast Asialhis results ifarge, planted areas that cause signif-
icant environmental damaggoughpalm oil production remains limitedn this contexta
critical leverage poinmight beto invest in and support replantingvith better seed quality
and better agricultural practices (e,gse of inputs such as fertdirs).

6. Processing is to a large extent artisanaith motorized / manual mills and the production
of (unrefined)red palm oiland soap for local and national consumptiés a consequence,
most of the production goes undetectedghich limits the range of options for actionThis
is all the more problematic as constraigsuch activitiegshat havelots of positive impacts
onlocalllivelihoods and poverty alleviatian likely to be politically sensitive

7. Froma long list of investment plans and plantation projects either initiated giamning
in recent years, most have been abandoned or have made almost no progress mostly be-
cause of campaigns and pressurem civil society and/or conflicts over land tenure with
villagers Another key explaatory factor seems to be thainvestors have had cold feet
because of the lack of degraded landad the incompatibility with obtaining RORcertifi-
cation This idllustrated by the fact that operating private companies are engaged in the
certification process antaveleft about half their concessions forested to comply with the
RSPO condition®Nl in all this sends very positive signalbout the changing climate for
investors who have to be attentie sustainability when they are associateith interna-
tional and foreign groups.
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Caution by investors is also amplified by the willingness of the Cameroonian government
to release a NatiorléBtrategy that puts sustainability at the forefront of the objectives and
conditions associated with the future of the oil palm sector (among othkrgractice, this
seems to disqualify the issuance of concession licenses in forested ambase there is
sufficiently high probability that HCV aRtCS assessmemall turn out to be positive.

The oil palm sector in Cameroon, but also in other countries in the Congo Basiigue
because of the prevalence of artisanal mills anddageaciy for smallholders and medium
scale plantations to process FFBs by themselgedin situ. This situation has implications

for their capacity to operate in isolation and undetected, as they do not depend on pur-
chases by industrial millés empirical evidece indicates that their development is closely
associated with deforestation, thjgoses a very tangible thredto remaining forestsn a
context of strong demand for vegetable oil and very low yields achifreedboth planta-
tionsand mills.

The prevalene of artisanal mills and independent smahd mediumscale plantations also
callsfor combined political actionin relation to industrial investments and at the level of
the smallscale if not informal sectarThis action is all the more necessajiyenthat de-
mand is expected to increase unabatehlie in part toa structural deficit in domestic sup-
plies of CPO (which require plantations to be planteclaseproximity because of the
specificities of FFBS).

Significantopportunities existto engage in eplanting of the aging and lowyield planta-

tions in smallholdings and stat®vned industrial estatesThis is a key priority disclosed in

the revised National Strategy and one that should receive support from donors as it is po-
tentially a game changer amday represent a credible alternativettoe currently prevalent
extensive systemsret this has to be accompaniely supporting laws and regulations to
avoid perverse effectsvith increasedprofitability and capital tanslatinginto expansion.

With available assessments that point to the guassence of large remaining tracks of
land that would be compatible with oil palm cultivation and-deforestation,attention
might have to be paid to wealthy domestic entrepreneungho seepalm oil as a profitable
investment opportunity and could engage in plantations over hundreds of hectares each
As few leverageoints exist because their markets are local and they are able to navigate
the intricacies of land tenure, this might have te & key target for the enforcement of the

3 2 @S Ny Nafloyial Srategy.

There is room fomore creativity in the optimal use of land for the expansiafithe sector,
which islikely to bebeneficial for/ | Y S NR@nofliédevelopmenfor instance, ares
deemed unsuitabléor oil palm cultivation (foressavanna transition zones) could be made
suitable with proper infrastructure and supported by climate finance.
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4 CASE STUDN3:THE FRENCH NATIONAL STRATEGY
AGAINST IMPORTED DEFORESTATION

4.1 Background

In this case study we shifibcusto the markets where part of the production from the Congo
Basin countries is ultimately soldere we specifically considerance as a frontrunner Burope
where some of the most progressive ateimanding norms and conditions in terms of sustain-
ability are set(e.g, FLEGT)ndeed this countryhasthe most advancedationalstrategy against
imported deforestation (SNDI) ange explore its approach aniinplementationmilestones to
identify whethe and how it couldserve as an exampfer other European countrieshe Euro-
pean Union at largeor beyond

4.2 A brief history of b 5 énfergence

The deforestation issue has gained political momentum over the last decade and the European
Commissionreportyy a ¢ KS AYLI OG 2F 9! O2yadzeétlajzomy 2V
is an important milestone in this regards itreflects thegrowingattention dedicated to the

issue. It was soon followed by theeN York Declaration on Forests in 2014, the Amsterdam
Declaration related to forestisk agricultural commoditiethat was signed by seven European
countries(Denmark, France, Germany, ltaly, the Netherlands, Norway, and the United King-
dom), and the Action Plare(iropean Commission 2019) and officahmunication on the latter

by the European Union in 2019.

In this context, France was encouragaimarily by the Cuyperst al.(2013) report for the Eu-
ropean Commission that showdke extent ofthe impact of Europan consumption patterns.
The reporttriggeredthe creation of arinter-ministerial committee to explore ways to address
0KS AaadzS I G GKS paficipation ty the NewlYSkARtAhste@idih BeOd8a &
tions providedfurther indications othe O 2 dzy’ (i NB Q ato aEtiahdvhisdulyhinaedid the
publication ofits national strategy against imported deforestation (SNDI) in 2@l&ddition it
committed as part of its National Climate Plan to end imports of products that contribute to
deforestation.

While we provide furthedetailsof the strategy in the next subection, we can already empha-
size four main entry points and topitswhich it givegprominence:

A The stimulation of, and reliance on, expertise and knowledge of scieitistsuntry to help
the authorities in charge design and promote the most appropriate tools to tackle this great
challenge with due consideration of all economic, geographic and social determinants and
dynamics;

A The design of effective actions that shoulslfromoted as part of the implementation of the
strategy;

A The mainstreaming of the strategy and its final objectives in as many domestic policies and
measures as possible in order to augment the chances to secure real impact on the.ground
Thisembraces pblic procurement for instance but also incentivies the private sector to
align with these public objectives, among otlagaproaches
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A The means to stimulate the involvement of as many actors / stakeholders as possible and to
ensure efficient coordinatiomf their respective actions and activities to reach the overall
goal of the strategy.

It is thus apparent that with such a high ambition, the authorities in charge face the challenge

of coordinatirg diverseactors and have striven to ensure a reasonadlel of alignment among

Fff NBfFGSR LINRPOS&aaSa FyR AYyAlGAFrGA@Sad C2NJ Aya
préservation des Foréts Tropicadesas officially launched in New York 28 September2019

in the wake ofdevastatingfires in Latn America and under the leadership of the Ambassador
PierreHenri GuignardThe missions of the Allian@egclude the creation of an online platform to

stimulate exchanges of information and coordination among countries, the launching of a label

that would guarantee that projects funded as part of the Alliance would meet all criteria and
conditions, and the creation of a mechanism that enables very rapid reactions to emergencies

(such as fires).

4.3 Directions favored by the Strategy

The document that was drafteand published to underpin th8NDlstrategy covers a lot of
ground. It is not relevant for our own study examineit in full detail but readers areencour-
aged to consult the document available onlifier further informatiorf*. Herewe providea gen-

era overviewof the various directiogand strategiesfavored by the strategyNext, weelabo-

rate on those that seem to be the most important to us in the framework of collaboration and
action in the Congo Basin countries.

The scopeof the strategycan be described as follows

A Forestrelated and agricultural commodities are embraced. While this is not restrictive, a lim-
ited number of products were consideredoriority due to their disproportionate impact on
forests, namely soy or palm oil He usual suspects;

A Imported deforestatiorisR S ¥ A y éRimporation of raw or processed materials whose
production contributed, directly or indirectly, to deforestation, forest degradation or to the
conversion of natural ecosystems outside of the natitevaitorys;

A Forestand degradation definitions are obviously important to characterize the phenomenon
and decide on the areas where action is soughte will address this issue in the following
sub-section on methoddn addition to deforestation and degradation, conversion of natural
ecosystems and indirect land use changes are also in scope. This may have major implications
for the measures taken.

A Net vs. gross deforestation is also an important aspectithiitely b be of significance the
former would also consider expanded forested areas as compemstati the loss of natural
forest cover elsewhere but decisionshavenot yet beenmade particularlyregarding the
implications for measurement or measures.

21 https://www.ecologie.gouv.fr/sites/default/files/2018.11.14 SNDI_0.pdf
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The boadthematic directionsthat structure the various objectives and measuresrasaning-

ful in their capacity to cover a lot of ground and sevexpproacheghrough which imported
deforestation can be abated's suchthey should serve as guidingframewaork for future initi-

atives in other countries and at the European level to increase overall impacts and fix loopholes
and leakage afar as possibleThese thematic directions include knowledge, development aid,
public and private sphereandinternal governance of SNDI to come up with seamless and ef-
fective decisions and action.

A darting point of the Strategy is a focus knowledge with theaim ofgatheingand buildng

on scientific expertiséo improve understanding and assessment of $iteation and ultimately
helpto refine action and measures that will follow suihe strategythenturns to the producing
countries and the absolute need to establish a trust relationship and fruitful and fluid dialog to
eventually influence the policighat are designed and implemented where impaatproducts
are produced. This opens the door to investments by the aid agenitye placesvhere pro-
duction takes placelt is not only inspired by the principle of reality but also the tense relation-
ship that France (and the European Union) lexperiencedwith Indonesia (and Malaysia to a
lesser extent) around the palm oil issue. It is tositiveto see the provision ofassistance to
create the conditions of more sustainable production on the groondyying a significant
place in the strategy.

The Strategyhen moves to the consuear side in two steps and two broad directiogghe public

and private spheregespectively The former is about negotiating trade agreements that do not
induce more environmeal damage the trade agreement witiMercosurthat is now on the
tableis a good exampldndeed studies about its expected impacts have yielded negative con-
clusions and additional conditions have been submiftegbarticular to BraZibecause of a very
tangible risk of more tropical deforestation caused by preferential trade conditions bettheen
regions.However the public sphere componeratiso entails measures that relate to biofuels as
these are routinely associated with deforestation (thinkafm oil), public procurement policies
(think of timber productdor furniture and infrastructurg or better due diligence to avoid im-
ports of illegal products (think of the European Union Timber Regulgti®dTRY. The cherry

on the cake is the willingess to also take all these messages to international fora for enhanced
influence over decisions that will engage and compel other countriggetmn boardand to
generalze these otherwise isolated (andtimately ineffectivg decisions and efforts.

A fourth broad direction favored by the Strategy lies with the private sector, which is indeed
very directly concerned in different waysom finance to consumer goods companies or im-
porters / retailers and even certification standards that the Strategy atenrolling and im-
proving to serve its own objectives. This fourth broad direction also considers consumers and
their access to sound and useful information to make better choices in how they spend their
money on goods. Consumers, companies and civiégoalike are targeted by the public plat-
form that will soon beup and running with data and information about imports and their pre-
sumed / estimated impacts in the places of production. For this, the Strategy is collaborating

22 Incidentally, the Eness check ordered by the Europe@ommission on FLEGT and EUTR has started to produce
conclusions and the message is mixed to say the le4tst little impacts on practices in producing countries. This is
something to follow closelwhenthe reportisreleased to see how its lessons can inform adjustments in the measures
that the Strategy will move forward.
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with institutions such as theustoms agency in France (for better and updated information on
inward flows of goods) and the TRASE initidtiteat has been mapping supply chains for a
range of commodities and countries.

Afinal broad direction / measureelates togood and effective governance of the SNDI to take
stock of experience abe initiative proceedsand makeiterative improvements in light of les-
sons learnt from earliesteps and experiense

4.4 Ongoing methodological and scientific debates for its implemen-
tation

In order toinform decisions about activities and actions as part of the SNDI, a Scientific and
Technical Council was established under the management of the French Development Agency
(AFD). It is ultimately under the responsibility of a steeringmittee emanating from several
ministries, and reports to an institution that has been around for years in France as a discussion
forum on tropical forest issues, namely th@roupe National sur les Foréts Tropicald SNFT).

This Council is made of national experts from various disciplines who undertalssignments

on behalf of their own orgamations (e.g. CIRAD or GRET) to study specific questions. These
assignmentsare decided by the Steering Committee aaue partly fundedon conditionthat

(i) these orgardations must also contribute tkind by co-funding the timeinvested bytheir ex-
perts, and (ii) the tasks are undertaken in a fully collaborative manner with partial results and
progress shared and discussed collectively. Overalpanadigm is to make sure that the SNDI

is designed in a transparent manner andegifull credit to French expertise in the field.

This system has been up and running sit8évlay 201%nd has been addressing the following
issues: definitionand monitoring tools impacts of SNDand certification options for the zefo
deforestation objective in value chains. Beeare succinctly presented below. Note that we
leave aside the background assessment of deforestation dynamics, the state of knowledge and
available expertise in France, and propositions about the translation of knowledge into axes for
the SNDI (as a living documeas these are either nascent or basic.

The definition question

The first work stream is interested in the definition question, whichhviously at the core of
the whole process as the SNDI must be able to determine and identify what is acceptable

in terms of forest impacts of the imported commodities. Charaziegi deforestatiorrequires

a charactedation of forests in the fst place, and this debate around definitions has been
around in the scientific and operational circles$ome time Just think of the seminal definition

by the FAO that is usually mentioned as a reference poiniraiddesvariables such as canopy
cover, area and tree height, but also the requiremehat a permanent change land useis
involved i.e, permanent agriculture as opposed to shifting cultivation of fires. This is in stark
contrast with the definition used by w Lirfldential Global ForedtVatch tool that relies on tree

23ywww.Trase.earth
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cover (hence including plantations and not only natural forests) and leaves aside the difference
between temporary and permanent losses of forest.

This first work stream goes beyond these wkelbwn basic distinctions to eat the realm of
operations by embracing the various methodological options on the table as developed in other
forums. In particular, two tools/concepts are of direct interest aane seriously contemplated

for integration in the SNDI. One was developed &ifthed over about a decade based on a
collaboration between the NGO Greenpeace and the oil palm company GoldeRe&sguirces
(GAR) and is called High Carbon Stock (HCS). Initially quite straightfawtlarchrbon thresh-

olds as indicators that a piead forest would be classified as HCS (carbon stocks above the
threshold) or not, it has since evolved in at least two directions:; adaptation of the concept to
various forest ecosystems, and integration of additional parameters beside bidordsstter
incorporation oflandscape dynamics. These efforts are now coordinated under the aegis of the
HCS Approach Steering Group.

The other approachcalledHigh Conservation Value Forest (HE)Mvas developedvithin the
framework of the FSC certification schelfoe the identification ofno-go areas for candidates

for FSC certification. It addresses conservation from biodiversity, climate, economic, social and
cultural angles andsithus, by principle broader than the HCSoncept(which is itselhasbe-

come more complex over the years). It does so by proposing six types of values numkéred 1
and coverin@spects as varieas the presence of endemic biodiversity, flood managenfiamt-

tions, medicinal plants, or saed sites such as graveyards.

Besides the question of whether such tools should be applied to operatiaaalie SNDI, two
issues (not solved yetyarrant mention here.The first one relates t@onsideringthe future
state of a given piece of land where artain good would be produced (and subsequently ex-
ported to France)n assessients ofthe productionimpacts.This could serve as a dynamig-
proachto evaluatirg land use impactshat is not confined to verificatiorof whetherthe land
use has replaced piece of HCV or HCS foreAtno-go criterion for the SNDhight then be
wherea piece otultivatedland¢ even if it does not host a forest at the time of the investment
¢ is likely tonaturally revert to a forest it were not disturbed byanother(productive)land use.
Thisdynamicapproachwould by naturepromote conservatiorandlikelyresult in the classifica-
tion of very large areas as wyp areas from the SNDI perspective.

The second issueelates tothe attribution of causality for defrestation. Take the example of
oil palm plantations in Southeast Asia that are sometimes established on land without forest
cover that was either previously burnt or clezuit for purposes such as supplying pulp mills,
local agriculture or ovelogging. iis sometimes debatable that the new investor is linked to the
loss of forest, particuldy when licenses are issuegdand the plantations establishegla few
years after the loss of forestThis poses the question of whethttve new investors (and the
commodities produced on this piece of langhouldbe held responsibléor the deforestation
andtheir productssubjected toimport bans The answer is not straightforward amar is the
attribution of responsibility Yet the problem might be solved by buihd) on thedynamic assess-
ment approach(as described abovend taking intoconsideation that the ecosystem would
naturally revert to its original state (or almost) if not put under active production.
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The third work stream addresses certification options for the mforestation objective in
value chains. While it builds on the other work streams and particularly definition questions, it
also has its own logic and relevance as reflected by its istémeexploring the possibilitider

using existing options proposed by standards and not reinventing the whde efficacy of this
approach depends on theslevanceof existing standardand their suitability for sening the
primary objectives of theMDI. At the beginning of the discussions, the observation that a vari-
ety of standards existed for various commaodities and value chains resulted in the idea of creating
a metalabel that would cover a diversity of situations by taking the esthe lowe$ common
denominator?)of the many options on the table. While the results from this specific work
stream are notyet finalized or madepublic,we can outlinea few ofthe proposed (but not en-
dorsed) conclusions.

First, there are several interesting approaches developed for the main fosisagricultural
commodities beside certification standards: pulgiivate partnerships, landscape approaches,
codes of conduct, due diligence, midtakeholder platformsandregulationg®. Second, several
scenarios are proposed and will be discussed that usually combine several of the previously
mentioned approaches. Based on a sureélgey stakeholders, it appears that the most favored
scenarios are the negotiation of bitatl agreements with producing countries, ahe reliance

on existing standards to decide which products are alloimg@dr not). Additionally, there was
consensus that incentives should be given prominence over punitive measures and sanctions
the opermationalization of the SNDThis approach would translate, for instancepidifferenti-

ated fiscal measures (think of import taxes), a better integration of the SNDI into trade agree-
ments and/or broadening of the legal framework or mandatory due diligeacaational infor-
mation campaigns to alert consumers and orient their choices towards more sustainable
products.

4.5 Implementation: Where do we stand and what to expect?

The SNDI is an ambitious undertaking that will take years to run at full speed arghte sig-
nificant impacts on the groundVeverthelessmuch has occurredinceits inception in 2018
numerousthemes have been tackled amdany stakeholders and experts have been contrib-
uting to its design and implementation. We mention several importgpes of achievement
below.?

24 See the following blog that akes a good case for this combination of approaches indhéext of the controversial
Greenpeaceeport against certification standards associated with greenwashing:
https://www.linkedin.com/pulségreenpeacescontroversialreport-destructioncertified-nico-roozen/.

25 For an official view of progress with the SNDI 8eepress statement following the meeting of the monitoring
committee on 18 November 2020ttps://www.ecologie.gouv.fr/reuniordu-comite-suivisndinouvellesavancees
en-termestracabilite-information-du-publicdachat or the full minutes of tB meeting herehttps://www.deforesta-
tionimportee.fr/sites/default/files/2023201/2020-11-18 CRR%C3%A9union%20d20bilan%20de%201a%20SNDI
1.pdf.

Sustainable Value Chains in the Congo I 45


https://www.linkedin.com/pulse/greenpeaces-controversial-report-destruction-certified-nico-roozen/
https://www.ecologie.gouv.fr/reunion-du-comite-suivi-sndi-nouvelles-avancees-en-termes-tracabilite-information-du-public-dachat
https://www.ecologie.gouv.fr/reunion-du-comite-suivi-sndi-nouvelles-avancees-en-termes-tracabilite-information-du-public-dachat
https://www.deforestationimportee.fr/sites/default/files/2021-01/2020-11-18_CR-R%C3%A9union%20de%20bilan%20de%20la%20SNDI-1.pdf
https://www.deforestationimportee.fr/sites/default/files/2021-01/2020-11-18_CR-R%C3%A9union%20de%20bilan%20de%20la%20SNDI-1.pdf
https://www.deforestationimportee.fr/sites/default/files/2021-01/2020-11-18_CR-R%C3%A9union%20de%20bilan%20de%20la%20SNDI-1.pdf

CONGO BASHN FOREST PAATNERSHIP

Governance, traceability and public procurement

While not exactly an achieveme®tNER Yactiogf d.J2 A Y {ithe A idity@fitHe discussions

and the involvement of a wide range of stakeholders is worth notirig proof of a certain level

of commitment and the desire to operate and move forward in a transparent and constructive
manner with the consideration of many voices and points of view. Indeed, the SNDI has a steer-
ing committee madeup of administrations /ministries, but also a monitoring committee

0 a 02 YA U S nvB\hgrépdzsedtadticedf N&Os, produceassociations interprofessional
unions, research orgagations, andministries.Activities and directions are submitted and dis-
cussed in the frameork of the GNFT (Groupe National des Foréts Tropicaldsgh is a multi

year national forum that convenes about twice a year to exchange on tropical ficrestd
issues.

Traceabilitycan beaddressed througlsome standards and zeseforestation comnitments in

a farmto-fork fashion, oalternativelythroughsupplychain mapping at the level of commodity
country of production to indicate the risks associated with areas of production/countries of im-
portation/traders involved along the chain (e.RAS initiative) However there is a large po-
tential for improvement both in terms of precision/accuracy and fomgst commodity/country

of production coveragddere, a giant step is about to be made with the expected issuance of a
new legislative decreéollowing aprincipalagreement)that allows ministries in charge to ac-
cess customs datdhe plan is to then set up an alert system coupled with satellite imagery and
share information confidentially with companies about their risk of exposure to defatiest

This achievement was far from certain at the beginning of the process as these customs data are
obviously of a highly sensitive nature, and the very fact that France has decided to make such
information available is in itself proof of tleeriousness of the whole proceasd the existence

of political leverage and wilFurthermore, a public online platforrhas been established to

share in an aggregated manner (for confidentiality reasons) all this information with consumers,
NGOs, compangeor public buyers with a view to priodtig sustainable imported products.

Another important achievement is thgiide for public procurement that contains best practices
and should be applied by all civil servants in all sectors in charge of purchaghe.SNDI is not
aimed at controlling imports and banning products associated with deforestation or forest deg-
radation¢ which is out of its scope and deterred by the rules of the World Trade Organization
it isa verywelcome and important move to disminate such recommendatiwithin the pub-

lic sphere. Indeed, the number of public buyersrGimistries and regions for instance) is esti-
mated to be around 130,000 and tinduying powerrepresensup to 10% of GD@Ministére de

la Transition Ecologiquz020)

Soy and trade agreements

A complementarystep to theabovementioned achievements was undertaken witte official

report under the umbrella of the SNDI and produced by an NGO on the specific case of soy im-
ports (Angerand and Patentrege202(°). Targeting an emblematic foresisk commoditywith

the greatest footprint associatedwith French and European importshe authors have

26 The unofficial version is alreadyailable online herehttps://www.cst-foret.org/ressource/mettrefin-auximpor-
tations-de-sojaissude-la-conversiondecosystemesaturelsdameriquedu-sud/.
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conducted an analysis involving a diversity of stakeholders (civil society, experts, private sector,
government) thragh a series of workshopsith the objective to provide concretaptions and
recommendations for an operationadition of SNDIIndeed, it suggests a system whereby risks
are estimated for soy importers as a decisgupport tool tofacilitate deforestaton-free value
chains. Taking stock of the obstacles to mandatory deforestdtesimports, the authors of

the report insist that such an approach is widely applicable and relevant for regulations associ-
ated with Corporate Social and Environmental Residity (CSER) and related due diligence
accordingtothelaw & [ 2 A R S Thevefara, Evien/if@iS éndodraged on a voluntary basis,
the legal framework has a role to play to upscale its adoption and use.

It is important to note here that voluntgrand regulatoryfas well as private and pubjiactions

and commitments, are bound within the framework of SNDI in a hybrid governance fashion.
Indeed, it appears that only a combination of action and goodwill by private and public actors,
in their own was, can lead to solid and sustainable outcomes positivahat the strategy has
gonein that direction andhas(consciously or unconscioushgknowledged this situatioi his

line of reasoning could even be applied to another important measure thigghe Ministry of
Agriculture in relation to the soy sector, namely theNR G SAy ! dzi2y2Yeé tfl y
LINE { S R"yitatljaunS t reduce dependency on vegetal proteins and espeoialyy im-

ports from South America for cattle raised in Francg@@a lesser extent, fodirect consump-

tion. Asanother illustration of hybrid governance, the monitoring committee of 8&DI an-
nounced in 2020 that several big companisigned a manifest and committed to engage with
their suppliers to remove any saglated deforestation from their supply chains.

In another important field of action, but with less obvious and direct emtion to the SNDI,

the ongoing negotiationsn the free trade agreement between the Mercosur and the EU have
stalled due to the expected negative impacts on the environment, and more precisainalce
ceptable (from the perspective of Fran€&DI and a & other European countries) policies pro-
moted by the president of Brazilavier Bolsonaro. Here, we see that environmental considera-
tions, andto some extentpublic opinion, havalirected a key decisionelating to trade and
economic growth. While therera certainly other reasons behind the decision, which may also
be reversed at some point, it is nevertheless telling and might not have happened the same way
a few years backAll indications are thathe SNDI is part of bBroader contextof decreasing
aceptance of environmental damage abroad.

Prioritizing dialog and action over mandatory rules

All of theseobservationsconvey an implicit message that deserves to be formulated more ex-
plicitly as it is central to thkey messagesf this report: imposed and restrictive laws and regu-
lations that would ban imports of some products or determine choices made by the private sec-
tor are to be avoidedin other words, the SNIH not expectedo determinea list of conditions

or criteria toallow someproductswhile keepingpthers out. Notwithstanding the methodologi-

cal challengethat this would entaile.g.,how to ensurea particularproduct meets conditions,

and which conditions precisely?), there are also politavad legal challenges such as those

27 https://agriculture.gouv.fr/batirnotre-souverainetealimentaireen-proteinesvegetales
28 Auchan, LeclercCarrefour, Group Casino, Les Mousquetaires, Systeme U, Lidl, Métro
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relating tofree competition within the WTCOAs a consequence, thiecus oninitiating a fruitful
dialog with producing countriesnd on relying on overseas development assistance (AFD) as
the channelfor financing change on the ground (e jgrisdictional certification), are@erywel-
come and hopefully auccessfustrategy

Therefore, the point is to act where action is within cbge.g, rules for public procurement or
free trade agreements), to mobilize stakeholders in the discusdiorsder to utilize each

LI NI & Qa S E LIS Nid oyinuencddgciRionst ih thé pradacing countries but also
among counterparts withinlope (particularly as the new European piece of legislation on im-
ported deforestation is expected to be issued in 20241 this means thabn-groundimpacts
from the SNDI are not to be expected overnight, but it is defindaaiynportant stream of action
with slow but longterm impactsthat could provide guidance for other initiatives

An illustration of the role that AFD as thimancing arnof the SNDI will play ihe commitment

G2 &aLISYyR | 62dzi € cn Y milbckiyabduSiftderdcSuntiel over K A &
time, out of which threeg Colombia, Ivory Coast and Indonesgiare identified as test cases.
Projects are supposed to be indiwiththeseO £ £t SR NBF RYIF LJ 6 aFSdzAf €t S
through a political process invahg the Ministry of Foreign Affairat the outset This roadmap

is not made public and weere not able to access ibut what surfaced during interviewsthe
difficulty of setting up indicators that can help identify which AfRilnded projects meet condi-

tions to be SNBhbelled and thus count in the committed annual spending. These indicators
are expected to be provided later and are the responsibilithef b 5 rhaitbring committee.

It will be important to make sure that others will capitalize on this experience and not reinvent
the wheel, hence the need to disseminateraany learningsas possibleThis is all the more
important nowthat significantobstacles aremergingwith reluctance by some producing coun-
tries to meet some of the SNDI objectives and conditiddsthe slow but tangible progress also
translates imo diplomatic and political advances well asttention paid to the process by im-
porters who are often aware that this is tlgeeneral direction in which things are developing

4.6 Conclusions

With this case studywe have consideretthe other side of traddy exploringhe perspective of

an importing country in Europénso doingwe are taking stock of the key fact that deforesta-
tion is embedded in trade and responsibilities lie with consumers and markets as much as with
producers (Hoang 2021Keymessages from this analysiee summarized below

1. France has established an ambitisiand innovative strategySNDI) to reduce imports of
goods associated with deforestation, forest degradation and conversion of natural ecosys-
tems. It couldprovide guidancéor replication at a greater scale (Europe) or in other coun-
tries.

2. This strategysiinteresting in its coverage of many different angles from which to tackle the
issue which is recognizedsbeing multi-dimensional and compleX is alsoframed to en-
gage stakeholderf a transparent manner and to provide a key role to scientific gigee
for welltargeted action.
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Proponents of the strategy have decided to appso#t approachto the issue with dialog
and incentivesas well ago assigna key roleto the public spherghrough information
shared with stakeholderas a means ahakinginformed decisions and a beptactice pub-

lic procurement policyln addition, note that the AFD is considered fireancingwing of

the SNDI anthasO2 YYA GG SR € ¢ nto béspert on PrgjectsJd Nibdackd NJ
countries to improve the conditions of sustainable production tmdtimulate dialog

This soft approachcontrasts with a woulébe regulatory approach that bans certain prod-
ucts, probably becaugéte latterwould beproblematic to applyand would be deterred by
the rules of theNTQ

This strategy exhibits yet another type lofbrid governanceafter the two previous case
studies in this report) as it appears that only a combination of action and goodwill by private
and public actes can lead to solid and sustainable outcomésleed public and private
spheres and actors contribute to the effddommitments, incentives, information sharing,
etc.)andonly such an inclusive approachight yield substantial results in thédong-term.

Hybrid governanceould also be conceived from the perspectivausing methodologies
developed by private certification standardand labels to identify ngo areas, such as
HCSor HCVforests Furthermore,the Gabon experiment discussed in tfiest case study
could be another avenue with the use of such standards to provide incentives (if not bans)
for certified imported goods.

Indirect impacts could also be considered if one argues that the SNDI is the tip of the iceberg
andmatters more forthe climate andenvironment it creates and the new norms it distils

in society(companies, consumers and the likEhe example could be the delayed signa-
ture of the free trade agreement with Mercosur due (among other reasons) to the highly
contested predeforestation policies in Brazil.
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