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4 Forests

4.1 Introduction

The Rio+20 Outcome Document recognises that forest ecosystems make important contributions to sustainable 
development through the provision of goods and services which are environmentally sound, enhance food 
security and the livelihoods of the poor, and invigorate production and sustained economic growth (UN 
2012, paragraph 52). The Outcome Document also reaffirms the necessity to promote, enhance and 
support more sustainable forestry that eradicates hunger and is economically viable, while conserving 
biodiversity and water resources and enhancing resilience to climate change and natural disasters (UN 
2012, paragraph 111). Furthermore, the Outcome Document acknowledges that:

“…the wide range of products and services that forests provide creates opportunities to address 
many of the most pressing sustainable development challenges. We call for enhanced efforts to 
achieve the sustainable management of forests, reforestation, restoration and afforestation, and 
we support all efforts that effectively slow, halt and reverse deforestation and forest degradation, 
including promoting trade in legally harvested forest products. We note the importance of such 
on-going initiatives as reducing emissions from deforestation and forest degradation in developing 
countries, and the role of conservation, sustainable management of forests and enhancement of 
forest carbon stocks in developing countries” (UN 2012, paragraph 193) [emphasis added].

Trade in sustainable forestry products can be an important driver in the transition to a greener economy. 
Shifting public and private investments towards more sustainable forest management can also create new 
export opportunities for developing countries. 

This chapter identifies the trends and trade opportunities in the forests sector associated with a transition to 
a green economy. It explores how developing countries can respond to growing international demand for 
environmentally friendly goods and services in this sector. The chapter also lays out the main challenges 
with taking advantage of the opportunities and offers suggestions on how to address them. Particular trade 
opportunities covered in this chapter are:

Exports of wood and wood-based products from a certified, legally verified and/or sustainable 
supply chain; 

Exports of sustainable or certified non-timber forest products;

Exports of agroforestry commodities;

Exports of deforestation-free products;

Selling of land, carbon or biodiversity offsets; and 

The provision of forest recreation and tourism services.

4.2 Environmental and economic context for greening the economy

A brief description of some of the key environmental and economic issues in the transition to a greener 
economy in the forests sector is set out in the following sub-sections.
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4.2.1 Overview

Box 1. Key messages from the Green Economy Report (GER)

Forest goods and services support the economic livelihoods of over 1 billion people, most 
of which are in developing countries. While timber, paper and fibre products yield only a 
small fraction of global GDP, public goods derived from forest ecosystems have substantial 
economic value, estimated in the trillions of dollars. 

Modelling for the GER suggests that an investment of just US$ 40 billion per year between 
2010-2050 in reforestation activities and paying landholders to conserve forests could raise 
value added in the forest industry by 20 per cent, compared to business-as-usual (BAU). In 
addition, it could increase carbon stored in forests by 28 per cent, compared with BAU.

Source: UNEP 2011a

Forests and forest-related goods and services are important for all developing and developed countries. In 
addition to providing a significant share of gross domestic product (GDP) for many countries, the contributions 
made by forest ecosystem services to human well-being and the role of forests in employment and sustaining 
livelihoods are significant (UNEP 2011b). According to a recent UNEP study, “biologically-rich forest 
ecosystems provide shelter, food, jobs, water, medicine and security to more than [one] billion people, as 
well as regulate our climate” (UNEP 2011b). The value of forest ecosystems to the poor is a subject well-
researched by The Economics of Ecosystems and Biodiversity (TEEB) initiative, as illustrated in Box 2.

Box 2. The Economics of Ecosystems and Biodiversity (TEEB) 

TEEB is a global initiative focused on drawing attention to the economic benefits of biodiversity. 
Its objective is to highlight the growing cost of biodiversity loss and ecosystem degradation. TEEB 
presents an approach that can help decision-makers recognise, demonstrate and capture the values 
of ecosystems and biodiversity, including how to incorporate these values into decision-making.

The issue of tropical deforestation illustrates vividly the economics of biodiversity loss. By far the 
greatest use of deforested land is for agriculture, a sector that generates substantial income which 
shows up clearly in national accounts and trade balances. By contrast, the multiple flows of value 
generated by standing forest tend to be in the form of public goods that in the past have not been 
valued in monetary terms or priced in markets.

An important finding of many studies reviewed by TEEB is the contribution of forests and other 
ecosystems to the livelihoods of poor households, and therefore the significant potential for conservation 
efforts to contribute to poverty reduction. For example, it has been estimated that ecosystem services 
and other non-marketed goods account for between 47 per cent and 89 per cent of the so-called 
“GDP of the poor” (i.e. the effective GDP or total source of livelihood of rural and forest-dwelling poor 
households), whereas in national GDP agriculture, forestry and fisheries account for only six per cent 
to 17 per cent.

Research carried out as part of TEEB on the costs and benefits of investing in ecological infrastructure 
indicates that the rate of return could be very high, with a benefit cost ratio of over 13 to 1 in the 
case of active restoration of eucalyptus woodlands and dry forest in Australia, and over 30 to 1 for 
restoration of Atlantic forest in Brazil (Dorrough and Moxham 2005).
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Wood is an important raw material and energy source, particularly in developing countries and among rural 
households. Forests also provide many non-timber forest products (NTFP) that make a significant contribution 
to local economies and livelihoods. Furthermore, forests have an important role to play in carbon storage 
and sequestration, in particular by capturing CO

2
 and storing it in wood, biomass and soil. Other important 

services provided by forests include watershed management, coastal protection, and erosion control. 
When managed sustainably, according to the UN Food and Agricultural Organization (FAO), “[Forests] 
produce woodfuels as a benign alternative to fossil fuels…they have the potential to absorb about one-tenth 
of global carbon emissions projected for the first half of this century into their biomass, soils and products 
and store them – in principle in perpetuity” (FAO n.d). 

Sustainable forest management is a dynamic and evolving concept that can address such uses of forests. It 
aims to maintain and enhance the economic, social and environmental value of all types of forests for the 
benefit of present and future generations (UN 2007). Sustainable forest management can be an important 
tool for achieving sustainability in the production and provision of goods and services, not only for traditional 
forest goods such as timber, but also for emerging uses such as carbon mitigation, water management and 
access to genetic resources. Criteria and indicators for sustainable forest management include economic, 
social, cultural, environmental and institutional dimensions based on scientific and technical knowledge 
of forest systems (UNEP 2011a). Sustainable forest management, however, requires strategic investment 
and proper management. As such, the application of sustainable forest management criteria and the more 
binding use of the related indicators are important steps in the transition to a green economy.

As noted in the Green Economy Report (GER), however, there are clear signs that many forests are not 
being sustainably managed. The world’s forested area is declining both in absolute terms (deforestation) 
and in net terms (taking account of forest planting and natural expansion), although at slower rates than in 
previous decades (UNEP 2011a). Trends for different types of forests are also significant. Most alarming 
is the decline in primary forests; up to 40 million hectares were lost or modified from 2000 through 
2010 (FAO 2010). 

The main causes of deforestation in tropical areas are land use changes and roads for mining and agricultural 
expansion, including biomass production, cattle ranching and infrastructure development. Illegal logging is 
an additional problem. Worldwide, the economic value of global illegal logging, including processing, is 
estimated to be worth between US$ 30-100 billion or 10-30 per cent of global timber trade (UNEP and 
INTERPOL 2012). 

The pressures on forests are expected to continue. A growing population, rising incomes and shifts to 
more meat-based diets are forecast to increase the demand for food by 70 per cent (in value terms) by 
2050 (Bruinsma 2009). Growing demand for first generation biofuels would mean that they compete 
with food crops for land, putting further pressure on forests. Underlying this loss of forests is weak 
governance including lack of forest law enforcement, corruption and bribery. Market factors including 
lack of information to potential investors in more sustainable land use, and increasing demand for both 
forest products and agricultural land also render deforestation an economically rational course of action 
from a short-term perspective.

4.2.2 Wood and wood-based products

In addition to the carbon storage role set out above, wood and wood-based products have a number of 
other environmental and resource efficiency benefits. For instance, timber can substitute for fossil fuels that 
have higher carbon emissions than wood. The production of wood-based goods such as houses, furniture, 
building material and bio-plastics usually requires far less energy or oil input than the processing of steel, 
metal, concrete and plastic products for similar purposes. Treated properly, wood products can last as long 
as those based on other more energy-intensive materials. 

However, the use of biomass as a source of fuel calls for particular attention as it can cause adverse 
environmental implications. In particular, the creation of a large new global market for wood for 
bioenergy could increase overall pressures on forests as well as on other ecosystems, such as 
grasslands, which are increasingly being converted to new monoculture tree plantations (Ernsting 
2012). Furthermore, the industrial process of producing biomass, such as pellets, and the shipping that 
is required for exports, is likely to decrease the amount of carbon saved by switching to wood (The 
Economist 2013). A report in 2011 by the European Environmental Agency states that: “Legislation 
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that encourages substitution of fossil fuels by bioenergy, irrespective of the biomass source, may even 
result in increased carbon emissions – thereby accelerating global warming” (EEA 2011). In addition, 
increased demand for biomass may also aggravate land conflicts in developing countries between 
large corporations and local communities (EJOLT 2012). Thus, it is important to ensure that biomass 
used for energy is sourced from sustainably managed forests, or from other sustainable sources which 
may include timber processing residues or biodegradable waste (EC 2013). 

4.2.3 Non-timber forest products

As well as wood products, forests are home to many other goods and services. This includes NTFP as well 
as non-wood goods and services (NWGS), both of which offer key opportunities for international trade. 

NTFP include food products (e.g. nuts, fruits, edible fungi, oils, sap syrups and spices), industrial plant 
oils, plant gums, natural pigments, oleoresins, fibres and flosses, vegetable tanning materials, latex, insect 
products, incense woods, plant insecticides, medicinal plants and wild plants. They are also often used as 
an input into modern industries such as pharmaceuticals, cosmetics, agriculture, food additives, industrial 
enzymes, bio-pesticides and personal care products (Iqbal 1993).

NTFP extraction, however, is not always sustainable. Some sites or species are only suitable for small-
scale manual collection, while others lend themselves to larger-scale commercial approaches (FCS 2009). 
Basic research of the sustainability of NTFP resource extraction in both its ecological and socio-economic 
considerations is essential to determine the sustainability of extraction (FAO 2001).

NWGS include forest services such as protection (against soil erosion by air or water, avalanches, mud 
and rock slides, flooding, air pollution, noise, etc.); social and economic values (e.g. hunting and fishing, 
other leisure activities, including recreation, sport and tourism); and aesthetic, cultural, historical, spiritual 
and scientific values (including landscape and amenity) (FAO 2000). 

Trade in NTFP and NWGS is often marketed under the umbrella of biotrade, which refers to “those 
activities of collection, production, transformation, and commercialisation of goods and services derived 
from native biodiversity under the criteria of environmental, social and economic sustainability”.1

4.2.4 Changing nature of forest types

When assessing trade opportunities in the forestry sector, critical factors are forest resilience and vulnerability 
(to anthropogenic and natural disturbances), as well as the growth rate and use rate of plantations and 
agroforestry. There is considerable data to show reduced biodiversity is associated with plantation forests.2 
However, plantation forests are often controversial. In Southeast Asia, for example, natural rainforests have 
been cleared to create plantation forests. For these reasons, neither the Programme for the Endorsement of 
Forest certification (PEFC) nor the Forest Stewardship Council (FSC) allow for the certification of plantations 
established through the conversion of natural forests. Nevertheless, planted forests coupled with promotion 
of environmentally and socially responsible trade have the potential to meet rapidly growing demand 
without degrading protected forest areas (WB 2008).

Another approach is agroforestry, which incorporates multifunctional trees into agricultural systems. 
Agroforestry is found worldwide and particularly in tropical countries (UNHRC 2010). It encompasses a 
wide range of practices as illustrated by a recent definition (Zomer et al. 2009):

1. See, for example: http://www.unep-unctad.org/cbtf/biotrade.asp. However, currently, there is no globally agreed definition for bio-
diversity-based business or biotrade, although several definitions have been put forward. For instance, according to the United Nations 
Conference on Trade and Development (UNCTAD): “Biotrade is concerned with the production or collection and commercialization of 
goods and services that are derived from native biodiversity: the vast array of plants, species and organisms on our planet. This includes 
trade in products that come from genetic resources, species and ecosystems and that are used in line with environmental, social and 
economic sustainability criteria.” (UNCTAD 2012).

2. Calculating net biological or primary production (NPP) is the first step in quantifying the amount of carbon plants fix from the atmosphere 
and accumulate as biomass. HANPP, the Human Appropriation of Net Primary Production, is an aggregated indicator (introduced by 
Vitousek et al. in 1986) that reflects both the amount of area used by humans and the intensity of land use (Haberl et al. 2007). While 
primary forests (low NPP, low HANPP) have been decreasing in size, managed forests (higher NPP and HANPP), including plantation 
forests, and agroforestry are becoming more widespread. 
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“Agroforestry systems range from subsistence livestock silvo-pastoral systems to home gardens, on-
farm timber production, tree crops of all types integrated with other crops, and biomass plantations 
within a wide diversity of biophysical conditions and socioecological characteristics. The term has 
come to include the role of trees in landscape level interactions, such as nutrient flows from forest to 
farm, or community reliance on fuel, timber, or biomass available within the agricultural landscape”.

In Tanzania, for example, 350,000 hectares of land have been rehabilitated in the Western provinces 
of Shinyanga and Tabora using agroforestry (Pye-Smith 2010). Similar large-scale projects have been 
developed in other countries such as Malawi, Mozambique and Zambia. The World Agroforestry Centre 
claims: “[i]f implemented over the next fifty years, agroforestry could result in 50 billion tons of carbon 
dioxide being removed from the atmosphere, about a third of the world’s total carbon reduction challenge”. 
The integration of trees in farming systems, however, is still facing constraints, in large part related to 
economic and policy competition with the agricultural sector (Garrity et al. 2010, Linyunga et al. 2004).

4.2.5 Trade in forest products

The international trade in forest products (wood products), covering the 2001-2010 period, is presented 
in Figure 1. Since 1983, the total value of forest products traded in the international market increased from 
approximately US$ 60 billion to over US$ 400 billion. 
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Figure 1. Global trade in forest products and wood furniture

Source: Goetzl 2011, as updated in 2013 (Compiled from the Globe Trade Information Service (GTIS) World Trade Atlas Database)
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The FAO has also produced more detailed figures on production and particular types of forest products, 
as illustrated in Figure 2.

Production

2011 2011

Product

Roundwood

Sawnwood

Wood-based panels 

Wood pulp

Other fibre pulp

Recovered paper

Paper and paperboard

Forest products value

million tonnes

million tonnes

million tonnes

million tonnes

US$ billion

million m3 288 3% 55% 184% 71 1% 24% 334%

million m3 406 4% 6% -3% 120 5% 5% 71%

Wood fuel

Veneer and plywood

Particleboard and fibreboard

million m3

million m3

97

191

173

1%

5%

1%

60%

1%

233%

38%

46% 120% 28

53

7%

-2%

7%

24%

39%

423%

152%

18 -3% 17% 145% 1 13% 76% 161%

211 1% 47% 317% 59 8% 140% 976%

403 1% 24% 138% 112 0% 14% 221%

246 10% 70% 334%

25% 242%

million m3Industrial roundwood 1 578 3% -3% 9% 115 10% 1% 23%

million m3 1 891 1% 4% 12% 19% 112%8

million m3 3 469 2% 1% 11% 10% 4% 31%123

Unit 2010 2000 1980 2010 2000 1980

Change (%) compared to: Change (%) compared to:

Exports

Figure 2. Global production and trade of forest products in 2011

Source: FAOSTAT-Forestry database (FAO 2011a)

Some of the main highlights from these statistics have been documented by the FAO. In particular:

The recent economic recession appears very clearly in the statistics, but has affected markets 
and regions differently. Globally, production of industrial roundwood and sawnwood declined in 
2007-09 and have not so far recovered, but production of wood-based panels in 2011 is now 
higher than in 2007 and production of pulp and paper was only affected for one year (2009). 
Most of the impact of the recession was felt in Europe and North America, while the other three 
main regions of the world were not affected as much.

China is very significant for international trade in forest products, being the largest importer in the 
world of industrial roundwood, sawnwood and fibre furnish and the largest exporter of wood-
based panels. Furthermore, China is the fifth largest importer of paper and paperboard, in spite 
of a huge increase in its domestic production since 2007.

Production and consumption of wood-based panels appears to be growing relatively strongly 
in most regions (especially compared to the trends in sawnwood production and consumption). 
In the markets for pulp and paper, overall growth was modest over the period 2007-11, with a 
growth trend of about one per cent per year. Nevertheless, this conceals major differences at the 
regional level, where pulp and paper production and consumption is growing significantly in the 
Asia-Pacific region, but generally decreasing in Europe and North America (FAO 2011b).

In the last decades, production and trade of wood forest products have been mostly by European and 
North American markets. Although these traditional players are still important, emerging economies have 
gained importance in the international market, including Brazil, Chile, China, India, Indonesia, Malaysia, 
Russia and Vietnam (FAO 2007a). 
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While the wood bioenergy sector is still small compared to the pulp and paper industry, it is one of 
the fastest growing markets for wood products (Global Forest Coalition 2010). This includes biomass 
commodities such as biofuels (discussed in the Renewable Energy chapter of this report) and wood 
pellets. Many EU Member States, including Italy, the Netherlands, Sweden and the UK, already import 
growing volumes of wood pellets (Wunder et al. 2012). In the UK, for example, plans to expand 
bioenergy are expected to raise the demand for biomass to 60 million tonnes per year, which will 
exceed by five or six times the domestic availability of wood chips and pellet supplies (Cotula et al. 
2011). Clegg Consulting estimate that the rising UK demand alone could lead to an almost doubling of 
world trade in wood chips and pellets (cited in Cotula et al. 2011). As a whole, the EU imports 80 per 
cent of global pellet production (approximately ten million tonnes produced in 2009), and is the largest 
importer of wood pellets worldwide (Hewitt 2011).

International trade in all types of forest products has a major impact on the state of forests and, in 
particular, deforestation. Demand for wood in one country can increasingly be met by imports from other 
countries through international trade. Consumption in one area can therefore affect land use and land 
transitions in other areas. In addition, imports can reduce demand for domestic wood and allow local 
recovery of forests (EC 2011). 

A key challenge in combating the global illegal wood trade is the amount of illegal wood that crosses 
borders as a laundered “legal” product. Transnational crime, or the transnational trade in laundered 
products, provides a particular law enforcement challenge as national law enforcement authorities 
have no international jurisdiction, unless through specific operations or special agreements (UNEP and 
INTERPOL 2012).

However, international trade in sustainably harvested forest products, including NTFP, can foster economic 
development and create incentives for sustainable forest management. The livelihoods of millions of rural 
people, including a high percentage of rural women, can be enhanced through investments in small 
and medium forest-based enterprises that use wood and NTFP to meet demand from local and non-local 
markets. For example, the value of woodcraft exports (primarily from developing countries) increased from 
an estimated US$ 500 million in 2002 to US$ 1.5 billion in 2010 (FAO 2012a). As the global trade in 
forest products continues to grow, it is important that policies are created and enforced which guarantee 
that trade is not linked to unsustainable resource depletion and illegal practices (UNEP and FAO 2009). 

Nevertheless, there are a number of trade constraints in the forest sector that may have a disproportionate 
impact on trade in sustainable timber and NTFP. While many constraints are specific to a particular forest 
product or service, and the socio-political context in which they are based, there are also a a number of 
more generic hindrances. These include the difficulty to penetrate international markets in order to meet the 
quality or sustainability standards; lack of business networks; limited or no access to relevant information 
about sustainable trade and investment trends and overseas consumer demand for specific sustainable 
products; and the absence of any institutional framework for the management, support and regulation of 
the NTFP sector (Vantomme 2001).

As well as the significant role of wood in modern society as set out in section 4.2, it is important to highlight 
the increasing role of wood as a facilitator for international trade itself. With globalisation comes an 
expansion in the movement of goods around the world, and often these goods are transported on shipping 
pallets, which are frameworks of flat wooden boards that can carry heavy loads and be easily lifted and 
moved by forklift (Elias et al. 2012). More than 30 per cent of the total hardwood produced in the US is 
used to manufacture pallets and wood containers; consequently, the pallet industry is the largest single user 
of hardwoods in the country (Buehlmann et al. 2009). 

Finally, global value chains for the forests sector are complex and involve many sectors. Global value 
chains can be particularly challenging due to their distance from the end-user market, export requirements, 
consumer social and environmental concerns and standards and competition (FAO 2006). In addition, 
in terms of legality verification, in many instances, several levels are involved (e.g. forestry verification, 
customs verification and phytosanitary checks). These all impact on how economic operators can respond 
to sustainable trade opportunities in the forests sector.
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4.3 Green economy measures 

Some of the measures that can lead to positive trade impacts in sustainable forestry identified, inter alia, in 
the GER (UNEP 2011a) include:

Investing in improved forest management and certification;

Improving forest governance, legality and enforcement; 

Reforming the agricultural drivers of deforestation; and

Promoting payments for ecosystem services (PES) and REDD+.

This section presents examples of these and other green economy measures that have the potential to create 
or consolidate sustainable trade opportunities in the forests sector.

4.3.1 Certification schemes – wood and wood-based products 

Forest certification schemes are international non-governmental mechanisms for regulating forest product 
exploitation and trade (CMI 2013). As such, certification schemes act as a major driver in creating trade 
opportunities in sustainable forestry. A range of forest certification schemes exist, including the Programme for 
the Endorsement of Forest Certification (PEFC) and the Forest Stewardship Council (FSC). Both schemes offer 
assurance of well-managed forests, but have different processes and interpretations of forest management 
criteria (PEFC 2011). By March 2013, the total area of certified forest worldwide was close to 400 million 
hectares (about 10 per cent of total forest area). Approximately two-thirds, accounting for about 245 million 
hectares of forests, are managed in compliance with PEFC’s Sustainability Benchmark. An additional one-
third is certified by FSC. As of 15 April 2013, over 177 million hectares were certified in 79 countries; 12 
per cent of this area (26 per cent of the certificates) is in tropical and subtropical countries. Eight per cent of 
the FSC certified forests are plantations. The rest are natural forests and semi-natural or mixed plantation and 
natural forests (FSC 2013). It is estimated that ten per cent of the total certified area is certified under both 
PEFC and FSC. 
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Certification schemes set voluntary standards for sustainable forest management against which forest 
management practices can be independently assessed and verified by third-party certification bodies. 
They also provide evidence of good practice, although lack of certification does not necessarily imply poor 
management and certification standards may not be comparable across borders. 

Public and private procurement policies, which are key drivers in the market for sustainable forest products, 
accept forest certification schemes such as FSC and PEFC as means of proof for sustainability. 

In order for certified products to become available on the marketplace, all companies along the value chain 
are required to obtain a Chain of Custody (CoC) certification. This is a mechanism for tracking certified 
material from the forest to the final product. As illustrated in Figure 5 below, between May 2011 and May 
2012, the total of PEFC and FSC CoC certificates issued worldwide increased to over 30,000.
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Biomass certification, particularly for wood pellets, is still in a limited phase. Some certification systems 
have been developed especially for the use of energy crops and residues in power plants. These include 
the Essent Green Gold Label standard (described in Box 3) and the Laborelec Sustainability Certification.3 

Box 3. Essent Green Gold Label standard 

The GGL is a certification system for sustainable biomass covering production, processing, 
transport and final energy transformation. In this system, mixing or contamination with non-intrinsic 
or environmentally harmful materials is prohibited. In every link of the chain written proof must be 
available that the GGL quality system is supported, sustained and maintained (BTG 2008). 

Biomass from forestry in the chain should, depending on the origin of the material, comply with one 
of the following standards: FSC, PEFC, CSA-SFM (Canadian Standards Association’s Sustainable 
Forest Management), SFI (Sustainable Forest Initiative Forest Certification), SFI Certified Sourcing (only 
with individual chain of custody data), ATFS (American Tree Farm System) certification, approved pre-
scope certificate of one of the endorsed forest management certification systems (with the intention of 
full certification), or GGL5 (Forest management criteria).3 

4.3.2 Certification schemes – non-timber forest products

Four main categories of voluntary certification schemes are relevant to the production, processing and 
commercialisation of NTFP (Walter et al. 2003):

Forest management certification (e.g. FSC, PEFC, as set out above);

Social certification (‘Fair Trade’);

Organic certification; and

Product quality certification.

Of these four, organic certification of NTFP is still in its early development phase. Nevertheless, many 
organic standards provide specific sections on NTFP, such as the International Federation of Organic 
Agriculture Movements’ (IFOAM) basic standards for organic production and processing. There are also 
some emerging or recently established certification bodies, such as FairWild, which assess the harvesting 
of and trade in wild plants against various ecological, social and economic requirements. FairWild targets 
medicinal and aromatic plants that are collected in the wild. The FairWild standard has no restrictions on 
the geographical scope, type of producer group, or the botanical ingredient, so long as that ingredient is 
foraged in the wild.

Box 4. PhytoTrade and Bolsa Amazonia 

Aside from certification, there have been other initiatives that address similar issues, often for products 
that fall outside of existing categories. PhytoTrade is a non-profit trade association that helps African 
rural producers develop and market their natural products. PhytoTrade promotes sustainable production 
and fair trade, aiming to contribute to the economic development of southern African countries. 
Phytotrade operates in Botswana, Malawi, Mozambique, Namibia, South Africa, Swaziland, 
Zambia and Zimbabwe. Although this is not a certification body, Phytotrade has a fair trade charter, 
similar to a code of ethics, which members have to follow. 

Another interesting initiative is Bolsa Amazonia, which is a regional programme operating in Bolivia, 
Brazil, Columbia, Ecuador and Venezuela and is aimed at the commercialisation of sustainable 
Amazonian products by involving rural communities and empowering them with capacity building 
and information.

Source: FAO 2007b

3. See: http://www.greengoldcertified.org/site/pagina.php?id=9 
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4.3.3 Forest regulations and trade

Wood and wood-based products

A key driver creating trade opportunities is the evolving international regulatory environment to protect 
forests and, in particular, to stem illegal logging. Illegal logging is broadly defined as “logging in violation 
of relevant national and international laws”. Partly due to the limited success of forest certification to 
address many of these problems in tropical forests, the EU and the US have recently introduced legislation 
to eliminate trade in illegally harvested wood. At the same time, measures introduced to control the trade 
in illegal wood may lead to an increased interest in certification. Certification is commonly regarded as a 
method for providing evidence for legality requirements (UNECE and FAO 2012).

Legislation making it an offence to trade illegal timber has been in place in the US since 2008.4 It is 
now illegal to take, possess, sell, import or export any illegally-sourced plant.5 In May 2012, the US Due 
Care Standard for the Lacey Act addressing illegally logged wood was approved. This standard provides 
pathways for using FSC, PEFC or an alternative approach developed by the American Hardwood Export 
Council for their members (UNECE and FAO 2012).

In the EU, a new regulation on timber products entered into application on 3 March 2013. It requires 
companies to take appropriate steps to minimise the risk of illegal timber and timber products being placed 
on the EU market.6 The Timber Regulation states that:

“[T]he placing on the market of illegally harvested timber or timber products derived from such 
timber shall be prohibited. Operators shall exercise due diligence when placing timber or timber 
products on the market. To that end, they shall use a framework of procedures and measures, 
hereinafter referred to as a ‘due diligence system’” (Art. 4). 

Box 5. FLEGT – The EU action plan to control illegal logging and improve 

forest governance 

The EU’s policy to fight illegal logging and associated trade was defined in 2003 with the Forest 
Law Enforcement Governance and Trade (FLEGT) Action Plan. The main objectives of the plan are to 
tackle illegal logging and improve forest governance in timber exporting countries. It recognises the 
responsibility and role of the EU as a major consumer of imported timber. 

In addition to having led to the establishment of the EU Timber Regulation as a demand side measure, 
the plan also triggered the FLEGT Regulation (Regulation (EC) No 2173/2005) adopted in 2005. 
This allows for the control of the entry of timber to the EU from countries entering into bilateral 
FLEGT Voluntary Partnership Agreements (VPA) with the EU. The VPAs represent a supply side measure 
of the plan. These agreements are being developed through a process of bilateral negotiations 
with cooperating producer countries, and are to be implemented in the EU through the EU FLEGT 
implementing regulation (Regulation (EC) No 1024/2008). 

Currently, six countries have concluded the VPA negotiations: Cameroon, Central African Republic, 
Republic of Congo (Brazzaville), Ghana, Indonesia and Liberia. Negotiations to join a VPA are 
also underway with the Democratic Republic of Congo, Gabon, Guyana, Honduras, Malaysia and 
Vietnam. To date, none of the VPA partner countries has fully implemented all the requirements of the 
agreement, so there is no FLEGT licensed timber currently available. It is expected that the first FLEGT 
licensed timber will be available during 2013.

Source: Email correspondence with the European Forest Institute

4. The Lacey Act of 1900 protects both plants and wildlife by creating civil and criminal penalties for a wide range of violations. The amend-
ment referred to in the text above is Lacey Act (2008) 16 U.S.C. 3372(a). 

5. Section 3(a), 16 U.S.C. 3372(a).
6. Regulation (EU) No 995/2010 laying down the obligations of operators who place timber and timber products on the market. Further 

clarification when certification schemes “may be taken into account” in the risk assessment and risk mitigation procedures is provided for in 
Commission Implementing Regulation (EU) No 607/2012 of 6 July 2012 on the detailed rules concerning the due diligence system and 
the frequency and nature of the checks on monitoring organisations as provided for in Regulation (EU) No 995/2010 of the European 
Parliament and of the Council laying down the obligations of operators who place timber and timber products on the market (EU 2012).    
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The Timber Regulation covers products that are either domestically produced or exported to the EU, including 
solid wood products, flooring, plywood, pulp and paper. It does not, however, include recycled products, 
or printed papers such as books, magazines and newspapers. Both the PEFC and FSC are in the process 
of aligning their requirements to assist operators in exercising due diligence (PEFC 2011a).

In Australia, on 30 November 2012, the Illegal Logging Prohibition Act 2012 received its assent and 
has entered into law. Among other things, the Act prohibits the importation of illegally logged timber and 
the processing of illegally logged raw logs. It also requires importers of regulated timber products and 
processors of raw logs to conduct due diligence in order to reduce the risk that illegally logged timber is 
imported or processed (Parliament of Australia 2012, FSC 2012a). In doing so, Australia seeks to align its 
policies with similar provisions in the US and the EU. The aim of this legislation is to target unfair competition 
between legitimate and illegitimate suppliers (where the latter normally sell log products for much less than 
legally sourced ones) and to mitigate the social and environmental costs of illegal logging.7 

The regulatory requirements in the US, the EU and Australia, as well as other jurisdictions that seek to 
introduce similar legislation, will affect all companies that export timber products to these markets, since 
their customers will require assurance of the legality of the products they purchase.8 

Therefore, it will become increasingly important for importers to demonstrate that they have requested and 
received adequate evidence of legality, so that they will be deemed to have exercised ‘due care’ and thus are 
not liable to criminal prosecution. Enterprises that cannot provide adequate evidence risk losing customers in 
these markets (Proforest 2010). In contrast, enterprises that have proof of legally produced timber are likely to be 
able to retain their market access or even gain a competitive advantage compared to enterprises that do not. 

Biomass and wood pellet products may also be subject to sustainability criteria in the future, which could 
drive sustainable trade. For example, although the sustainability criteria of the EU’s Renewable Energy 
Directive only apply to biofuels and bioliquids, but not to biomass, the Directive does mandate the 
European Commission to assess requirements for a sustainability scheme for energy uses of biomass and, if 
appropriate, make a proposal (Article 17(9)). Non-governmental organisations (NGOs) and public utilities 
have been calling for EU-wide binding sustainability criteria (ClientEarth 2011, Eurelectric 2013).

The Convention on International Trade in Endangered Species of Wild Fauna and Flora (CITES)9 also 
regulates international trade in tree species, as set out in Box 6.

Box 6. CITES and international trade in tree species 

Before the 16th meeting of the Conference of the Parties (COP) to CITES (Bangkok, March 2013), 
CITES regulated international trade in about 350 tree species. As an outcome of COP 16, additional 
species, including a range of rosewoods and ebonies from Asia, Central America and Madagascar 
will now be regulated by CITES. Rapidly rising demand for these precious tropical hardwoods has led 
to serious concerns that unregulated logging is depleting populations of already rare species. Range 
States (i.e. states that exercise jurisdiction over any part of the range of a species covered by CITES) 
believe that regulation under CITES will help them manage these valuable resources sustainably. The 
joint programme between CITES and the International Tropical Timber Organization (ITTO) will support 
the efforts of the countries concerned to strengthen their capacities to implement the Convention.

Source: UNEP/CITES 2013

Non-timber forest products

International trade in NTFP is subject to a series of regulatory requirements. Some of these are applied in 
pursuance of national and regional phytosanitary measures (FAO 2011b), whereas others are set forth 
in compliance with international obligations, notably CITES. In addition, private and public certification 

7. There may be WTO implications of the Australian bill. For further reading, see Mitchell and Ayres (2012) and Brack (2012).
8. It is important to note that neither the EU legislation nor the US legislation impose EU and US law respectively on other countries. “Illegally 

sourced” is defined by the content of a domestic nation’s own legislation.
9. By March 2013, 178 countries had ratified or otherwise adhered to CITES.



141

Trends, Challenges and Opportunities

F
o
re
sts

schemes relate to trade in NTFP. Such schemes generally address both incorporated product characteristics 
and production and processing methods (Burgener and Walter 2007).

As suggested by the FAO, phytosanitary requirements for NTFP are the same as those that apply to any other 
similar products. In general terms, a phytosanitary certificate is needed in order to export NTFP to selected 
countries, where the latter have a specific phytosanitary regulation in place. In this respect, the exporting 
country’s National Plant Protection Organisations (NPPO) should be able to provide exporters with all the 
information relevant to regulations in place in the importing country. In the absence of an NPPO in the 
exporting country, the importing country’s NPPO or Sanitary and Phytosanitary Measures National Enquiry 
Point should also be able to provide foreign exporters with the necessary information (FAO 2011b).10

The cooperation between NPPO of the exporting and importing countries appears to be critical to ensure 
predictability of trade transactions (FAO 2011b). For example, a major market for NTFP is the US market. 
To enter this market as a food ingredient, for example, the NTFP needs to be “generally recognised as 
safe”. The food safety agency in the US requires companies to establish the safety of foods before they 
enter the marketplace (ITC 2012).

In addition, CITES imposes certain regulations on potential trade of NTFP, as set out in Box 7.11 

Box 7. CITES and trade in NTFP 

CITES has three appendices with lists of species that can be commercially traded under specific 
regulations or, in the case of Appendix I, which are subject to a general prohibition on commercial 
trade. The most relevant CITES Appendix for trade in NTFP is Appendix II. It lists all species for which 
an export permit for a NTFP must be issued before shipment by the relevant government authority 
of the exporting country. In this context, certain international certification schemes include CITES 
requirements in their standards to help exporters meet those requirements.11 

Source: FAO 2005a

At their 10th Conference, which took place in October 2010, the Parties to the Convention on Biological 
Diversity (CBD) adopted the Nagoya Protocol on Access to Genetic Resources and the Fair and Equitable 
Sharing of Benefits Arising from their Utilization (ABS) to the CBD. This international agreement will come 
into effect after it is ratified by 50 countries. By March 2013, it had been ratified by 15 countries. Once 
it becomes operational, the Nagoya Protocol will provide the policy framework for the export of genetic 
resources from developing countries. The CBD explains that it:

“…aims at sharing the benefits arising from the utilization of genetic resources in a fair and 
equitable way, including by appropriate access to genetic resources and by appropriate transfer 
of relevant technologies, taking into account all rights over those resources and to technologies, 
and by appropriate funding, thereby contributing to the conservation of biological diversity and the 
sustainable use of its components” (CBD 2010). 

4.3.4 Procurement policies and green building initiatives

In addition to governance, there are a variety of other drivers in the transition to a sustainable forest sector 
such as public and private sector procurement policies, green building initiatives for legal and sustainable 
timber, FLEGT-licensed or equivalent sources, and recycled timber. All require legality, but some go beyond 
legality and require sustainability. This usually means that only certified timber and recycled timber are 
acceptable (Proforest 2010). 

Public wood procurement policies have been adopted in some EU Member States including France, 
Germany, the Netherlands and the UK. Public procurement policies for timber also exist in New Zealand 

10. In addition to NPPOs, national Sanitary and Phytosanitary Enquiry Points should also be able to provide traders with relevant information. 
See WTO (2011), Procedural Step-by-Step Manual for SPS national Notification Authorities and SPS National Enquiry Points.

11. For an example of certification schemes, see http://www.fairwild.org/international-legal-agreements/.
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and Japan, as well as in some states and local authorities in the US. In addition, several private sector 
initiatives require a demonstration of timber legality. These include responsible purchasing policies of timber 
trade federations and individual companies. The timber trade federations in several EU Member States 
require members to source timber from legal sources, and many companies also require suppliers to provide 
proof of legally and sustainably sourced goods.

The continuing development of green building initiatives is likely to strengthen wood’s position as the 
environmentally sound construction material of choice. In particular, the release of the International Green 
Construction Code (IGCC) in March 2012, with its emphasis on the use of materials that are recyclable 
or reusable, and bio-based and certified products, may provide a further boost for wood in construction. 
The code encourages the use of certified wood products and recognises all major certification programmes 
(UNECE and FAO 2012).

Proactive procurement policies could also extend to some critical agricultural commodities (such as palm 
oil, soy, cattle, coffee or cocoa), provided they are not causing deforestation. Conversion of forest to 
agriculture or ranching is causing 80 per cent of deforestation worldwide, mostly for commercial purposes. 
Demand side measures would therefore be needed to incentivise more sustainable land use policies and 
rural development strategies in source countries.

These policies and initiatives also represent potential opportunities for well-prepared suppliers in developing 
countries to gain market shares by increasing their exports to developed countries.

4.3.5 Payments for ecosystem services (PES) and REDD+

PES

Incentive-based approaches to maintain and enhance the benefits that forests provide have emerged over 
the past 10 to 15 years. The most high-profile of such initiatives are Payments for Ecosystem Services (PES) 
schemes which pay forest owners and others on a local or national scale for the provision of services such 
as watershed protection, carbon storage, recreation and wildlife habitats (Forest Trends et al. 2008).

However, PES have been criticised on a number of fronts. These include potential adverse effects for poor and 
marginalised groups that may arise if access is limited to traditional users or if benefits are not shared fairly 
from the payments. Thus, there is a need to establish agreed criteria to enhance PES effectiveness and establish 
suitable designs of these schemes. An abridged set of criteria proposed by the EU (EC 2012) includes:

1. Removing perverse incentives: Conflicting market distortions, such as environmentally harmful 
subsidies, should be removed; 

2. Defining transparent property rights: The individual or community whose land use decisions 
affect the provision of ecosystem services must have clearly defined and enforceable property 
rights over the land; 

3. Setting PES goals and objectives clearly: These help to guide programme design and enhance 
transparency;

4. Developing a robust monitoring and reporting framework for biodiversity and ecosystem services;

5. Identifying buyers and ensuring sufficient and long-term sources of financing; 

6. Identifying sellers and targeting ecosystem service benefits; 

7. Establishing baselines and targeting payments to ecosystem services that are at risk of loss, or 
that enhance their provision; 

8. Differentiating payments based on the opportunity costs of ecosystem service provision: PES 
programmes that reflect the cost of an alternative action must be avoided (e.g. deforestation); and

9. Considering “bundling” or layering multiple ecosystem services. 



143

Trends, Challenges and Opportunities

F
o
re
sts

REDD+

Reducing Emissions from Deforestation and Forest Degradation (REDD+) is a set of policy approaches and 
positive incentives designed to reward developing countries for strengthening the mitigation potential in their 
forests. It proposes to offer financial incentives to developing countries that slow, halt and reverse emissions 
from deforestation and degradation, while investing in low-carbon paths to sustainable development. 
REDD“+” also includes the conservation, sustainable management and enhancement of forest carbon 
stocks, the importance of which was acknowledged in the Outcome Document (UN 2012, paragraph 
193). Climate change mitigation through REDD+ is considered to be a cost-effective strategy for a green 
economy.12 

More than 50 developing countries are currently supported by bilateral and multilateral initiatives to build 
capacity to prepare and roll out their national REDD+ strategies including, for instance, the Democratic 
Republic of Congo, Cambodia, Ecuador, New Guinea, Papua and Tanzania. In addition, the Parties to 
the United Nations Framework Convention on Climate Change (UNFCCC) are negotiating the inclusion of 
REDD+ under the new international climate regime to be agreed by 2015. If managed well, PES, notably 
through REDD+, can offer an important opportunity for countries and landholders to capture the value of 
their forest ecosystem services.

4.4 Trends and trade opportunities

An analysis of trends in international trade of wood and non-wood products has identified several sustainable 
trade opportunities. The key ones are discussed in this section.

4.4.1 Wood and wood-based products from a certified or sustainable supply chain

Wood and wood-based products from a certified or sustainable supply chain represent a growing trade 
opportunity for producers and exporters, including those based in developing countries. Trends point 
toward a growing environmental awareness globally that has increased the demand in world markets for 
products originating from sustainably managed forests. Consequently, many companies consider certified 
timber products as a way to respond to consumer demand, improve their image, reduce supply chain risk 
from illegally harvested wood, and comply with new regulatory requirements, as illustrated in Box 8 below.

Box 8. Rondobel forestry company and timber certification 

In 2010, Rondobel, a timber company operating in the state of Pará, Brazil, became the first company 
in Latin America to meet Rainforest Alliance standards for Verification of Legal Origin (VLO). Rondobel 
was assisted by The Forest Trust (TFT) through the Timber Trade Action Plan (TTAP) project to achieve 
the verification status.

In December 2011, Rondobel was audited by IMAFLORA against the FSC standard, and in June 
2012 it was issued with a FSC certificate (RA-FM/COC-005959) for its forest and its sawnmill 
activities.

Achieving certification and the commitment that Rondobel has shown to environmental excellence has 
opened up new markets for the company. In addition to its domestic business within Brazil, Rondobel 
is now selling products to Europe, the US and Panama. Furthermore, Rondobel’s certification confirms 
that the company is well placed to maintain market access in light of new international requirements, 
such as the Timber Regulation that came into force in March 2013, which lead to customers seeking 
assurances of legality and sustainability.

Source: The Forest Trust (TFT)

12. As has been well established by the TEEB initiative, sustainable forest management offers, in addition to mitigation benefits, a number of 
co-benefits such as soil stability and watershed protection. The risks and opportunities of offset markets for these services are not within the 
scope of this report.
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At the same time, wood products’ manufacturing activity is shifting from developed to developing countries. 
Further, in many market segments, demand for certified timber products outstrips supply (Bowyer 2004; 
ETTF 2011). Certified products also obtain higher prices, as described in Box 9. Altogether, this creates 
key incentives, through the potential revenue from exports, to green the wood manufacturing process and 
produce sustainable finished wooden products. 

Box 9. Premium prices for FSC-certified wood and products 

Processors, traders and businesses can benefit from higher prices for certified wood and products. 
Depending on the operation, price premiums for FSC-wood, particularly from the tropics, range 
from 15 to 25 per cent. For example, FSC-certified sawn hardwood exported to the UK by 
Malaysia’s KPKKT (a timber management company and subsidiary of Golden Pharos) can fetch 
30 per cent more than non-FSC certified products, according to Datuk Zakaria Awang, Chief 
Executive Officer at Golden Pharos. The practice of reduced impact logging at site – a form of 
sustainable forest management advocated by the FSC – also saves money for forest owners such 
as the Sabah Forestry Department, as they do not have to repair damage done to the forest from 
conventional logging.

Source: FSC (2012b)

As a result of the increased demand and potential for increased prices, the number of certified products 
has increased dramatically, thereby fuelling further demand. However, forest certification has several 
challenges in particular relating to credibility and integrity in ensuring that companies and the public 
can have confidence in the legality and sustainability of certified products. As a result, forest certification 
services work closely with national certification bodies and accreditation services, governments and NGOs 
to increase awareness of certification requirements, undertake training and organise calibration meetings 
for auditors (FSC 2012b).

In addition, direct and indirect costs for certification have to be covered which can be challenging for 
many small-scale economic operators. As a result, alternative approaches such as group certification,13 
dual certification (e.g. FSC and FairTrade), and joint marketing for certified products are available or are 
being explored for both forest owners as well as for companies along the supply chain. These alternative 
approaches can enable many more small-scale producers to partially defray the costs of certification, while 
allowing them to take advantage of the export opportunities available from producing certified timber and 
manufacturing certified products.14

Key areas with increased demand for certified timber products include the construction sector where there 
is growing consumer demand for environmentally sustainable product choices for homes, office and other 
buildings. There is also growing demand in the further processing industry and the Do-It-Yourself market 
(PEFC 2011b).

It is expected that, in addition to the greening of the forestry sector, increasing technical capacity in 
developing countries, low wages, ample natural resources and policies directed towards value-added 
processing will continue to drive the shift towards exports from developing countries in processed wood 
products. Emerging economies such as Argentina, Brazil, Chile, China, Indonesia and South Africa can 
be expected to become increasingly significant world producers (WB 2008). In this connection, CoC 
certifications can constitute important methods to ensure environmental sustainability of SPWP. 

Manufacturing opportunities also exist for recycled timber products. Recycled timber is commonly defined 
as “recovered wood that, prior to being supplied, had an end use as a stand-alone object or as part of 
a structure” (UWE n.d.). The recycled timber sector of the forest industry has grown considerably over the 
past several years as well as exports of recovered paper. There is potential for further expansion, however, 
particularly for exporting to growing markets in developed countries.

13. See for example, the FSC, who introduced group certification in 1998 at http://www.fsc.org/special-options.167.htm. 
14. The concept of group certification has been popularised by PEFC, and it is estimated than more than a million smallholders are already 

certified by PEFC under the Group Certification concept. See PEFC (2012) for the latest version of international certifications.
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Furthermore, greening of the wood manufacturing processes could enable industries in developing countries 
to bypass less efficient, more expensive or more polluting technologies. Such industries would move directly 
to more advanced technologies that could enable countries to produce goods at a lower price, thus 
providing a competitive advantage for exports. 

In addition to market opportunities in the EU and the US, the rapid economic growth and rising incomes 
in Southeast Asia have driven an increase in timber consumption for infrastructure development, building 
construction and interiors and furniture manufacturing. At the same time, citizens of Southeast Asian countries 
are becoming more environmentally aware and are demanding the use of sustainable resources. This 
increased demand from emerging economies for sustainable forest products represents significant export 
opportunities for companies that adopt sustainable practices, as illustrated in Box 10. 

Box 10. Growing demand in developing countries for certified products 

China, in particular, has experienced a growing demand for certified wood products. As a result, 
the area of FSC certified forests in China increased by 54.8 per cent in 2011. This has been 
complemented by partnerships between NGOs like WWF, government entities, such as the State 
Forest Administration, and businesses like IKEA, home improvement retailer Kingfisher, and TetraPak. 
The FSC considers that this partnership strategy makes good business sense as it targets consumers in 
Asia’s fast-expanding middle class.

The other key growth area in the Asia Pacific is domestic demand in the region. Awareness of the FSC 
label in Hong Kong, for example, doubled in 2011 to 29 per cent and is expected to rise further in the 
region with the introduction of more FSC-labelled products onto supermarket shelves. In Hong Kong, a 
number of different brands of office paper and tissue paper are already FSC-certified. There are also a 
number of paper products, such as posters, envelopes and calendars that feature the FSC product label. 
There are also more FSC wooden products in the market: FSC furniture is increasingly available and 
construction companies have started to choose FSC products, such as flooring and doors.

Other key Asia-Pacific markets are also showing growing market awareness of certified products. For 
example, FSC-labelled TetraPak and SIG packaging, as well as Kimberly Clark tissues and paper 
towel products, are now available in Australia, China, Hong Kong, Republic of Korea, Singapore, 
and Taiwan.

Source: FSC (2012b), WWF (2012)

Sustainable bioenergy opportunities

Several opportunities exist to make more effective use of other resources stemming from the forests sector, 
including the various co-products that are generated during wood processing. This involves, for example, 
using residues, such as black liquor and bark, from forest industries as a raw material or energy source 
(FAO 1990, UNECE 2011). 

In addition, residues can be compressed into marketable forms such as wood pellets, a major component of 
the international wood energy trade, for which demand is increasing. Rising global demand is being spurred 
in part by the EU’s target to meet at least 20 per cent of its total primary energy supply from renewable energy 
by 2020. Countries including Australia, Mozambique and South Africa are set to join the ranks of major 
wood pellet exporters (UNECE and FAO 2012). However, as set out in section 4.2.2, there are serious 
concerns as to the sustainability of biomass. Partly to address these concerns, certification programmes for 
sustainably sound wood pellets have been created (see Box 11 and section 4.3.1). 

The growing pressure for more sustainably sourced biomass as well as potential future regulatory 
frameworks is likely to lead to more producers demanding products that meet sustainability certification. As 
a consequence, this may become a barrier to trade for companies in countries that have not yet developed 
formal sustainability standards for wood pellet production. Nonetheless, this also presents an opportunity 
for companies to gain a foothold in an export market that is likely to expand. 
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Box 11. Biomass energy exchange 

Certification programmes for wood pellet quality and environmental stewardship are expected to be 
adopted widely. For example, in 2011, the APX-ENDEX (now ICE-ENDEX) energy exchange was 
launched in the EU, representing the world’s first exchange for biomass renewable energy. All wood 
pellet contracts traded on the exchange are certified for sustainability with either the Green Gold 
Label (GGL) certification scheme, the Laborelec (2012)-SGS Solid Biomass Sustainability Scheme, or 
the Drax Power Limited Biomass Sustainability Implementation Process (2011).

Source: ICE-ENDEX website (2013)

4.4.2 Non-timber forest products

Trends show that international demand for NTFP as well as other biodiversity-based products has continued 
to increase. These recent trends can be attributed to a growing demand in developed countries and also 
among Asia’s middle classes for natural and organic products in sectors such as cosmetics, pharmaceutical 
and foodstuffs.15 This demand is further stimulated by the wide variety of product uses available to the 
consumer, particularly for NTFP (see section 4.2.3), and the greater availability of products, particularly 
via the Internet.

Key indicators of the current state of the food and beverage market are the widespread use of:

Dietary supplements: in the US, such products have proven to be recession-proof, as the 
older baby boomer generation has favoured them as a way to stay healthy, as an alternative 
or supplement to prescription drugs. Any dietary supplements that promise anti-ageing or 
age-reversing benefits are popular, particularly if the natural ingredients have scientifically 
documented beneficial activity (Kasterine and Hughes n.d.).

‘Super foods’: products claiming to contain high volumes of antioxidants, polyphenols, vitamins 
and minerals, etc. are particularly popular among the younger generations. They represent a 
group with considerable discretionary income, and are more likely than previous generations 
to try new foods and drinks. Leatherhead Food International predicts the US functional food 
market will grow to about US$ 8.61 billion by 2015, a 21 per cent increase from 2009 levels 
(Kasterine and Hughes n.d.).

International trade in NTFP is composed of imports and exports of numerous products at different stages 
of processing (FAO 2004). Modern industries are interested in NTFP because of their properties, as they 
can provide cheap and effective raw materials (which may substitute existing products) or because they 
can be marketed as ‘exotic’ products (FAO 1995). Several NTFP fit niche trading strategies, particularly 
those that have a long shelf life, a high per-unit value, and are simple to process, store and handle without 
major investments. 

Nepal and Peru both have burgeoning export industries in NTFP, as set out in Boxes 12 and 13.

Box 12. Nepal – exports of medicinal and aromatic plants 

About US$ 10 million of medicinal and aromatic plants are exported from Nepal annually. The 
Nepal Trade Integration Strategy (2010) identifies medicinal herbs and essential oils as one of the 
19 trade sectors with the highest potential for Nepal to develop.

A well-managed increased trade in medicinal and aromatic plants has the potential to help conserve 
Nepal’s valuable biodiversity and address issues of rural unemployment and under-developed trade.

Source: ICIMOD 2012 

15. According to Navitas (a marketer of Super Food Products) President, Zach Adelma, “[The] appetite for international food combined with the 
growing trend for healthier organic options is fuelling the popularity of organic ‘power foods’ from around the world….” (Navitas 2008).
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Box 13. Peru – non-timber forests products and other opportunities 

Peru’s entire economy has experienced an unprecedented period of growth during the last few years, 
making it one of the fastest growing economies in the region. Underpinned by the country’s political and 
economic stability, the combined exports of all industries climbed by 28 per cent in 2011 compared to 
2010, to a record of US$ 45.7 billion. Exports of alternative products such as biotrade have jumped 
higher than the average to 32 per cent compared to 2010, to a total of US$ 10.2 billion. 

Sector overview: Peru possesses one of the most important timber reserves in the world, with approximately 
70 million hectares of forests located mainly in the Amazon regions. Forest goods and services have the 
potential to enable Peru’s transition to a green economy. It is an industry that already generates jobs and 
income for the poor mainly from exports of timber and NTFP based on sustainable and ethical forest 
development practices. In the region of Madre de Dios alone, there are 864,778 hectares of Brazil nut 
trees, some of which provide a source of jobs and income for 750 families, including various indigenous 
communities (MINAM 2011). The country’s total timber and NTFP exports for 2010 were approximately 
US$ 500 million. The country has a competitive advantage in a number of forest sub-sectors such as 
wood craftsmanship, and the pulp and paper industry that, if sustainably exploited, could promote Peru’s 
transition to a green economy. The Peruvian Fund for the Promotion of the Forest Development has found 
that forest businesses can have profit margins ranging from 40 to 300 per cent (FONDEBOSQUE 2010).

Trade opportunities: The area of FSC certified forest in Peru increased from zero in 2005 to 
628,000 hectares in December 2008, distributed amongst eight relatively small forest concessions 
and indigenous communities (the largest is only 120,000 hectares). 

There is now a major marketing drive to increase sales of FSC certified Peruvian wood in the European 
market (TTF n.d.). However, the level of certified timber in the country remains small, representing less than 
10 per cent of the productive forest, which reflects trade potential in the sector. Nevertheless, the number 
of international companies, which require some form of certification within the value chain, is growing 
and Peruvian companies are increasingly working with sustainability standards such as FSC or the PEFC.

In addition, for Peruvian producers of NTFP, the market trend towards more natural and ecological 
products is an important incentive. The country has a unique product offering and a rich supply of 
natural resources that support various markets such as food, cosmetics and pharmaceuticals. Exports 
of NTFP represented US$ 163 million in 2010. Products such as tara, algarrobos and brazil nut 
(representing almost 62 per cent of the total value of NTFP) are the main products traded in Peru’s 
NTFP sector, generating jobs and increasing the production area. The camu-camu alone, a fruit rich 
in vitamin C from the Amazon forest, reached sales of US$ 600,000 in 2010.

The global market also has a preference for products that are certified as socially responsible and 
environmentally friendly. Peruvian producers have taken advantage of this trend by participating in 
organic, fair trade, and other labelling schemes. This shift has resulted in greater financial benefits 
for those involved in the supply chain. Furthermore, a recent study by UNEP concluded that there is a 
high potential for scaling up biotrade in Peru (UNEP 2012).

The Peruvian government has made serious efforts to protect its natural resources and wildlife, while 
stimulating its forest industry through the allocation of concessions for sustainable forest management 
under Forestry Law 27308 of 2002.16 

Ways forward: It has been estimated that the potential annual production of Peruvian Amazon raw 
timber is worth approximately US$ 1 billion, while transformed timber could reach up to US$ 5 
billion, if favourable conditions are established (MINAM 2011).

Source: Yovita Ivanova, Pontifical Catholic University of Peru, Lecturer and Research Fellow in the Master Degree Programme 
in Biotrade and Sustainable Development

Another way to add value to NTFP is by the commercial development of products from naturally occurring 
species. One example would be non-wood products derived from the shea tree such as shea nuts and 
butter (Master et al. 2004). Thus, NTFP can be an important source of income for developing countries, 
such as Brazil, as illustrated in Box 14. 16

16. The Forestry Law 27308 of 2002 provides for 25 per cent discounts for companies operating under sustainability standards.
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Box 14. Non-timber forest products in the Amazon 

The third-largest market for natural cosmetic products is Brazil where the market for natural cosmetics 
has been growing at double-digit levels. Growth is not surprising as there is already a culturally-
ingrained acceptance of herbs and plants as well as a large and growing middle-class which has the 
financial ability to purchase such products (Mills 2010).

A Brazilian cosmetics company, Natura, for example, adopted the sustainable use of biodiversity as 
a key driver of innovation. The company has developed vegetable alternatives to petrochemical raw 
materials, which enable them to reduce their carbon footprint and create a new product line based 
on the sustainable use of biodiversity. Their Ekos product line now accounts for a substantial share of 
the company’s sales.

Certified non-timber forest products

Certification can be used to verify that NTFP or other biodiversity-based products adhere to well-defined 
environmental and social criteria. This offers significant advantages to producers, especially small producers, 
of these products in international markets. Certification is particularly important because of the smaller 
quantities needed to supply international trade, when compared to agriculture-based production, and also 
because of the potential existence of premium prices which can then be offered to producers (Vantomme 
2004, as cited in Vincenti et al. 2004).

Box 15. Argan in Morocco – a voluntary benefit-sharing programme 

Argan fruit collected from Morocco is the base product for several European cosmetic producers 
distributed internationally. Currently, in the absence of the entry into effect of the Nagoya Protocol 
(see section 4.3.3), the institutional partnership along the supply chain of argan cosmetic oil is based 
on a voluntary benefit-sharing programme, which offers producers shared ownership and payments 
above market price, based on EcoCert Fair Trade certification rules.

Since 2008, a partnership has been established among Laboratoires Serobiologiques, L’Oreal, 
the NGO Yamana, and their partners in Morocco – the Targanine cooperatives based in Agadir. 
Targanine cooperatives supply argan oil and related argan products (e.g. pressed oil cake and argan 
leaves) to Laboratoires Serobiologiques under fair trade arrangements of product pre-payment (e.g. 
a 2-year contract for the supply of oil) agreed prices, and a premium price paid (e.g. a 5 per cent 
premium paid for oil at the end of 2010). L’Oreal receives the processed products, then incorporates 
them in some cosmetic products that are sold internationally. Yamana cooperatives in Morocco help 
to ensure that local stakeholder expectations are taken into consideration. Some of the most notable 
aspects of the supply chain include:

 Purchase of products are specifically from Targanine cooperatives with the purpose of providing 
not only employment, but also shared ownership in the cooperative and shared decision-making.

 The cost structure of argan oil was assessed to make sure that payment each year has been 
above market price since 2008 when EcoCert Fair Trade certification was achieved.

 Introduction by Laboratoires Serobiologiques of co-products utilises pressed cake and argan 
leaves for subsequent use in L’Oreal cosmetics.

 The social fund of each Targanine cooperative noted above receives 50 per cent of the pressed 
cake payment. It has been spent on eye glasses, literacy programmes, basic hygiene products, etc.

 The partnership enabled the cooperatives to maintain their EcoCert certified organic 
compliance.

A traceability programme developed by EIG Targanine and Yamana is in place to ensure that 
products collected or purchased are organic. There is also a programme to monitor social fund 
expenditure to ensure that purchases made from it are those agreed upon by the cooperative.

Source: Robinson and Defrenne 2011; Croitoru and Liagre 2013 
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NTFP are more difficult to certify than wood due to their social and ecological complexity. However, in 
some instances, NTFP that are found in international markets may be eligible for certification (Burgener and 
Walter 2007).

Certification requires that producers have the technical sophistication for proper management planning, 
monitoring, and product tracing and marketing. The level of sophistication required and the associated costs 
may prevent many NTFP harvesters in developing regions from participating in certification initiatives. They 
may need sustained technical and financial assistance. The scope for certification of NTFP is, therefore, 
mostly limited to more developed and internationally traded products that have the financial incentive to 
develop or apply certification criteria (Burgener and Walter 2007).

Since certified NTFP are not currently widespread, it is difficult to contrast the opportunities available to 
certified NTFP, as opposed to non-certified NTFP. As consumers become more informed, it is likely that 
a growing number will opt for products where there are clear guarantees that the production methods 
employed are environmentally friendly and/or socially equitable. Thus, although in the short term certified 
NTFP are likely to remain a small niche market, it is a market that is likely to grow.

4.4.3 Agroforestry commodities

Another key export opportunity for developing countries is represented by trade in agroforestry commodities. 
Some countries, such as Sri Lanka, have undergone a significant change in the composition of agricultural 
exports from major plantation crops to non-traditional tree crops such as spices, fruits and timber. These 
mainly originate from small-holder agroforestry systems. In Sri Lanka, further development of supply chain for 
products that are competitive in the world market could enable small-holder farmers to reap the economic 
benefits from agroforestry systems and would make such systems economically viable (Thamiem et al. 
2011). Box 16 describes a certified agroforestry export commodity. 

Box 16. Rainforest Alliance certified cocoa  

Farmed on 7.5 million hectares of tropical land, cocoa (Theobroma cacao) provides a means of 
livelihood to an estimated 40 million people worldwide, including five million farmers. Most of 
these are smallholders, labourers and employees in processing factories. Like coffee, cocoa can be 
cultivated under the shade of native canopy trees and maintain a landscape similar to a natural forest. 
This helps conserve the habitat of threatened plant and animal species, protect natural pollinators and 
predators of cocoa pests and create biological corridors that maintain large-scale ecological and 
evolutionary processes.

Shade trees in an agroforestry system often include other species of economic value which can reduce 
risks connected with growing a single crop. In this respect, the Rainforest Alliance, in partnership with 
cocoa and chocolate companies, public institutions, local organisations and farmer associations, 
encourages cocoa-farming practices that are sustainable over the long term and maintain a healthy 
environment and decent working conditions.

Source: Rainforest Alliance 2012  

4.4.4 Deforestation-free products

Deforestation-free products – i.e. products that have been produced sustainably without destroying precious 
woodland17 – represent an emerging export opportunity for economic operators in developing countries. 
Depending on the particular circumstances and country, these products can include wood-based products, 
NTFP and agroforestry commodities. 

Certification programmes, such as the FSC and PEFC, discussed earlier in this chapter, and the Roundtable 
on Sustainable Palm Oil (RSPO), represent the best options to ensure that marketed products have not caused 
rainforest clearance or destruction. However, such programmes do not always definitively prohibit logging 
from primary forests (Elias et al. 2012). An alternative or additional scheme is the Deforestation-Free seal 

17. See: http://adpartners.org/initiatives_DFseal.html



150

and TRADE

that is being pioneered by the Avoided Deforestation Partners and which was launched at Rio+20. Thus, 
in the future, certification under this scheme may be an additional way for economic operators to address 
growing consumer demand for sustainable products from forests. 

As with all products, economic operators that commit to zero deforestation have to develop transparent 
supply chains and maintain good relationships with suppliers. Economic operators can only be assured 
that their goods and services have minimal forest and carbon footprints if they have a working knowledge 
of supply chains and producers that enable them to know the source of their products and ingredients. 
Furthermore, deforestation-free goods and sourcing policies enable customers to become more aware of 
sustainability issues, and allows companies to be recognised by other companies up the supply chain and, 
ultimately, by end consumers (Elias et al. 2012). 

Box 17. TFT brokers agreement to end destructive practices  

TFT (formerly the Tropical Forest Trust) aims to link businesses to well-managed tropical forests and 
introduce systems to verify that illegal wood is excluded from their supply chains. Most notably, TFT 
has shaped “no deforestation” policies for Nestlé and the world’s second-largest palm oil producer, 
Golden Agri-Resources.

In February 2013, the Asia Pulp and Paper Group (APP) announced an immediate end to all natural 
forest clearing in its supply chains in Indonesia, in an agreement brokered by TFT. According to Scott 
Poynton, the Executive Director of TFT, “APP’s commitments are far-reaching… APP’s commitments 
show other producers worldwide – whether they sell pulp and paper, palm oil, soy, or beef – that it 
is possible to run a business without destroying humanity’s habitat”.

Source: TFT 2013  

4.4.5 Selling forest credits on regulatory or compliance markets

Developing countries could benefit from opportunities to trade and sell forest credits nationally or 
internationally. In order to attract and increase public and private investment in forests and reward sustainable 
forest management, several regulatory and voluntary markets have been established. Regulatory markets 
include countries, states and organisations that are obligated to reduce their GHG emissions as a result of 
a binding regulatory framework. In contrast, voluntary markets include all forest credits that are driven by 
organisations or individuals voluntarily seeking to offset their carbon footprint or by those buyers looking to 
benefit from higher future prices (UNEP 2011c). Some of the most relevant examples are:

The Clean Development Mechanism (CDM) under the Kyoto Protocol to the UNFCCC enables 
afforestation and reforestation projects to earn carbon credits called certified emission reductions 
(CERs). CERs can be traded and sold, and used by industrialised countries to meet part of their 
reduction targets under the Kyoto Protocol.18 Due to the complexity of demonstrating additionality 
and permanence, and of preventing leakage of emissions at project scales, very few afforestation 
and reforestation CDM projects have been successfully registered by the CDM executive board. 
The first afforestation/reforestation project was registered in the CDM in November 2006, and it 
was not until 2009 that the second project was registered. Since that time, there have been small 
but steady streams of afforestation and reforestation project registrations: ten in 2009, and seven 
in 2010. Since 2011, 22 new projects have been registered (UNECE and FAO 2012; Peters-
Stanley et al. 2012).

New Zealand’s carbon emissions trading scheme has included forest carbon credits since its 
inception in 2008. However, only credits from domestic activities are included.

The Californian emissions trading scheme is the first cap-and-trade system which will allow 
international forestry credits to be eligible for trading. It is estimated that demand for up to 74 
million tonnes of CO

2
 equivalent could be created from 2012 to 2020 (TFG 2010), although 

the exact specifics of the scheme that relate to forestry are still being developed.

18. Due to many countries’ concern that the inclusion of afforestation and reforestation projects into the international carbon market may create 
loopholes and allow developed countries to very easily “pay off” their emissions instead of effectively reducing the source of pollution, 
only 1% of a country’s emissions can be generated from sink projects.
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Afforestation and reforestation and demonstration projects, which may be in the context of 
national REDD+ Programmes, as well as improved forest management activities, are eligible 
under various voluntary market standards (UNEP 2011c).

The new Brazilian forest code (LEI Nº 12.651, DE 25 DE MAIO DE 2012) obliges landowners 
to set aside a share of their land for conservation. Those landowners that do not comply with 
these provisions must purchase forest offsets from landowners who have set aside more land 
than required.

Voluntary standards are constantly being developed and these vary in their focus. The Climate, Community 
and Biodiversity Alliance (CCBA) standard, for example, was developed to support sustainable development 
and biodiversity conservation. The Verified Carbon Standard (VCS) offers a widely-accepted standard for the 
voluntary carbon market that is arguably more focused on the integrity of the emissions reductions produced. 

The value of global transactions of carbon credits derived from forestry projects rose 34 per cent year-
on-year to US$ 237 million in 2011. According to a report by Ecosystem Marketplace, this is because 
developers secured high prices for their credits, mostly on the domestic Australian market, even though 
traded volume of forest credits fell by 20 per cent (to 26 million from 33 million in 2010). Furthermore, 
more than 90 per cent of trade volumes occurred in the voluntary over-the-counter market. 

As demand for forest carbon credits on regulatory markets is still low, investment by private companies and 
financial institutions is still at an early stage (UNEP 2011c). Nevertheless, in 2010, more than half of the 
trade volume of forest carbon credits was provided by Latin America, most of which came from 28 forest 
projects in Peru and Brazil. In 2011, the region reported the highest concentration of projects (Peters-Stanley 
et al. 2012). In 2011, however, India sequestered the most in CO

2 
with 239,000 tonnes (UNECE and FAO 

2012). Currently, Africa has not been significantly involved in such markets. Buyers from Europe and the US 
have in the past dominated the market. Figure 6 provides an overview of buyers and supply in 2010.
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However, there is a growing trend in the regions of Oceania, Asia and Latin America, of buying forest carbon 
credits from their own and neighbouring countries. The portfolio of buyers within regions has diversified as 
well. While non-profit conservation organisations were involved in the early stages of development, the 
private sector is increasingly more active. Financial firms such as BNP Paribas and Gazprom Marketing 
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and Trading have now started to seize emerging opportunities. These developments in the voluntary market 
are driven by environmental concerns and, in part, by the anticipation of a future regulatory market with an 
emissions reduction commitment (EcoSecurities 2010). 

Thus, market opportunities in both regulatory and voluntary markets exist and may grow if REDD+ is 
included in the international climate regime. Furthermore, the growing number of countries and provinces 
adopting cap-and-trade regulations may provide future export opportunities for developing countries, even 
in the absence of an international agreement. Australia’s Parliament passed, on 26 November 2012, 
legislation implementing key changes to Australia’s Carbon Pricing Mechanism (CPM). This establishes a 
linking arrangement with the EU Emissions Trading System. In Quebec, Canada, the first compliance period 
of a cap-and-trade scheme began on 1 January 2013. Canada plans to link this scheme to the Californian 
market. In a similar move, in April 2012, Mexico and the Republic of Korea passed climate bills laying the 
foundation for future cap-and-trade systems. China is also developing some pilot regional cap-and-trade 
programmes that may lead to a nationwide scheme (WB 2012). 

The establishment of carbon credit markets is not without risks. The potential impacts on forest ecosystems 
and the communities dependent on these ecosystems have to be assessed carefully and safeguards 
implemented and respected in order to avoid abuse (UNEP 2011a). Certain enabling conditions are also 
necessary for developing countries to seize REDD+ opportunities.

According to data from Ecosystem Marketplace (2011), the “most successful forest carbon projects have 
focused on projects where legal environments are relatively stable and ownership and land tenure are 
clear” (Peters-Stanley et al. 2012). The clarification of land rights is therefore a precondition for improved 
forest governance and potential trade benefits. Other factors include the general investment climate and the 
country’s emission-reduction potential (UNECE and FAO 2012).

In addition to the trade opportunities which forest carbon markets may provide for developing countries, 
REDD+ may be a catalyst to the transition of the forest sector towards a green economy (Sukhdev et 
al. 2011). For instance, REDD+ activities in Brazil have already opened new opportunities for NTFP 
management in the Amazon which creates jobs and contributes to poverty reduction (see Box 18). Similarly, 
the Kasigau Corridor REDD+ project in Kenya, described in Box 19, is a pioneering example of a project 
that has already benefited from the international investment and the sale of carbon credits.19

Box 18. Brazil nut trade opportunities and REDD+  

In Madre de Dios, BAM (Bosques Amazónicos S.A.C.) is working with the local Brazil nut producers’ 
federation to promote sustainable management of Brazil nut concessions, which face threats of illegal 
logging and forest fires, largely because of the development of the Interoceanic Highway through 
this Brazil nut-producing area. The BAM REDD+ project intends to increase the economic value of 
these Brazil nut-rich forests by installing a local nut processing plant and helping harvesters develop 
secondary products, such as Brazil nut oil and soap.

Additionally, BAM intends to enhance local governance through participatory forest monitoring and 
building the capacity of the local Brazil nut producers’ federation to promote forest conservation. 
This experience is an example of potential ways to bolster the promised conservation and livelihood 
benefits of NTFP through linking their management to emerging markets for environmental services on 
a broader scale. It is yet to be seen whether such synergies can actually be achieved.19

Source: CIFOR 2012  

19. Example based on NON-WOOD NEWS of the FAO: An information bulletin on Non-Wood Forest Products. No. 24 May 2012.
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Box 19. Kenya – Kasigau Corridor REDD+ project  

The Kasigau Corridor REDD+ project is a pioneering example of a project that has already benefited 
from the international investment and sale of forest carbon credits. Kasigau is situated in the Taita Taveta 
District of Kenya, between the Tsavo East and Tsavo West national parks. The area primarily consists of 
low density forestland, shrub land and grassland savannah which provides habitat for five threatened or 
vulnerable mammal species: elephant, cheetah, lion, African hunting dog and Grevy’s zebra.

The Kasigau project focuses on preventing further loss of tropical forest in 13 blocks of land owned by 
Indigenous Community Ownership Groups. The landscape has been deforested and degraded with 
increasing intensity since the late 1980s when growing population pressure caused initial degradation 
due to charcoal production; deforestation increased as the land was converted to agriculture.

Wildlife Works, a project developer, has been working in the area since 1997. Its current project 
includes activities, ranging from agroforestry to physically protecting the forest using unarmed rangers 
to addressing GHG emissions associated with changes in land use. These activities led to the issuing 
of carbon credits but there is also a significant focus on creating local sustainable development 
opportunities and protecting valuable ecosystems. 

Trade opportunities: The Kasigau project was the first REDD+ project globally to gain the Verified Carbon 
Standard validation for its carbon credits. It has also been validated to the gold level of the Climate, 
Community and Biodiversity Standard. These two standards have helped attract investment, as they are 
generally perceived to be among the higher quality standards currently available for forest carbon credits. 

These standards have helped Wildlife Works sign a number of deals with international organisations 
for the carbon credits generated from Kasigau. The Nedbank Group of South Africa was an early 
investor with a multi-million dollar purchase (FCP 2011), while BNP Paribas of France signed a deal 
that is potentially worth up to US$ 50 million (Ecosystem Marketplace 2010). 

Ways forward: There are a large number of factors that make predicting future trade opportunities for 
REDD+ challenging. Factors at a variety of scales will determine the opportunities. At the country level, 
for example, a specific set of enabling conditions are required to attract investment; in the case of 
forest carbon, these can include resolving thorny land tenure issues and establishing the legal status of 
carbon credits in forest countries. At the international level, a key element that needs to be addressed 
is the creation of large-scale demand for emission reductions. This might be generated from a number 
of sources such as through bi- or multilateral results-based deals between countries.

Source: Iain Henderson, UNEP Finance Initiative (FI) 

4.4.6 Forest recreation and tourism

The tourism sector offers great potential for trade opportunities. For information regarding ecotourism and 
agrotourism, refer to the Tourism chapter of this report. 

4.5 Enabling conditions 

The following sub-sections outline the main categories of policy tools that governments may use to harness 
trade opportunities that arise from the transition to a green economy assessed in the previous section. 
It is worth noting that green economy strategies and ambitions vary significantly based on a country’s 
circumstances, national endowments as well as political and economic conditions. The mix of policy tools, 
and the timeframes for their implementation, will consequently vary from one country to another. The lists 
below offers concrete suggestions for actions from governments, the private sector, and other stakeholders 
to create enabling conditions conducive to creating and taking advantage of existing and potential trade 
opportunities that arise from or are associated with a transition to a greener economy.

4.5.1 Public investment and spending

Invest in sustainable forest management. Mobilisation of green investments by governments, 
the private sector, and local and regional communities is critical in to order to effectively transition 
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to a green economy in forestry and benefit from export demand for sustainable products and 
services. Investment in sustainable forest management can target conserving existing areas 
of primary forest, promoting expansion of forests through regeneration and reforestation, 
expanding plantation forests for the sustainable production of wood and non-wood products, 
improving forest management in existing forests of different types and increasing the number of 
agroforestry systems. Investing in financing schemes by lowering the basic costs of doing green 
business and leveraging private finance can also benefit green forestry (UNEP 2011d). Some 
broad categories of green private and public investments can be distinguished for the main 
forest types, as illustrated in Figure 7.

Figure 7. Green investment categories for main forest types 

Forest type Investment

Private Public

Primary forest Ecotourism development Create new, well managed protected areas, 
ensuring participation of and benefits to local 
communities

Private nature reserves Improve management of protected areas and 
enforcement of legislation

Pay landowners to protect 
watershed

Pay forest landholders to conserve forests

Buy out logging concessions

Natural 
modified forest

Reduced impact 
logging and other forest 
management improvements

Create incentives for improved forest 
management

Certification to sustainable 
forest management 
standards

Support establishment and promotion of 
certification systems

Stop illegal logging

Planted forest Reforestation and 
afforestation for production 

Create incentives for reforestation/afforestation

Improved management of 
planted forests

Incentives to improve management, including 
certification of plantation management (due to 
high risk pesticides, erosion, GMOs, worker 
abuse, land rights conflicts, etc.)

Reforestation to protect ecological functions

Agroforestry Extend the area with 
agroforestry systems

Incentives to landholders

Improve management of 
agroforestry systems

Create incentives to improve management and 
increase technical assistance

Source: UNEP 2011a

Provide information on export opportunities and promotion of certified products. 
Identification of new export opportunities in certified timber and NTFP requires a review of 
production methods, in order to ascertain if they are already close to meeting the criteria for 
certified products. In addition, analysis of capability and capacity to produce new certifiable 
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products is required. At the same time, this would provide producers with up-to-date information 
on forest certification in order to understand its use for sustainable forest production and trade, 
market access and product promotion. 

Develop and maintain a presence in export markets for deforestation-free agricultural 
commodities and NTFP. In order to increase the chances of producers succeeding in export 
markets, efforts should be made to attain a strong presence in such markets. Investment in 
areas such as sales, marketing, warehousing, and technical support are vital. In the absence 
of warehousing or sales and marketing operations, strategic relationships with well-positioned 
companies inside the target markets can promote trade in sustainable products (for example, 
by granting such companies rights to distribute in the target markets their brand of natural 
ingredients).

Invest in research and development in NTFP. Public investment is required to increase R&D in 
NTFP. This can support their use as sustainable ingredients in industries such as pharmaceuticals, 
cosmetics, agriculture, food additives, industrial enzymes, bio-pesticides and personal care.

Increase public awareness. Increased emphasis should be placed by all countries on the 
importance of public awareness and education initiatives to provide a better understanding of 
the values that forests provide, and to drive and respond to consumer demand for sustainable 
food and products. Investments in consumer-orientated programmes that focus on nutritional 
health and the environmental and social equity implications of dietary behaviours could further 
encourage existing local and global demand for sustainably produced food and products.

4.5.2 Subsidy reform and market-based instruments

Adopt fiscal and economic policies to minimise and eliminate harmful subsidies, and to 
encourage a sustainable forestry industry. Focusing on the implementation of smart subsidies 
and taxes discourages the destruction of forest resources, while encouraging the transition to 
a green economy in forestry. Governments should eliminate existing subsidies to unsustainable 
and inefficient forestry practices. New policies that incentivise sustainable forestry should be 
implemented such as tax credits for reforestation/afforestation activities (UNEP 2011b).

Use new and innovative market-based sources of finance. Market-based programmes are 
being developed in many countries, including PES schemes, ecotourism, greening commodities 
and incentives for non-carbon benefits under REDD+. Many of the innovative financing 
mechanisms require policies that recognise and valuate the vital environmental services that 
forests provide. These financing mechanisms also require broader enabling frameworks that 
ensure reinvestment of monetary benefits back into the forest sector (UNFF 2012).

Create public-private partnerships and advanced market commitments. Public advanced 
market commitments can decrease the market related risks and ensure the private sector investor 
a minimum demand and price for services and new products such as forest emission reductions 
or products developed from genetic resources. This in return can drive new and additional 
investments in delivering forest services and products for which the market has not yet fully 
developed. Such partnerships have successfully been used for e.g. the development of vaccines 
(Edwards 2010).

4.5.3 National regulatory frameworks

Improve governance and law enforcement. Proper governance can decrease considerably 
the trade in illegal logging and reduce deforestation caused by agricultural clearance and 
unsustainable aquaculture. Sustainably produced wood products cannot compete with large 
volumes of like products that are produced illegally or unsustainably, or that take advantage of 
low production costs, unreported taxes, royalties and unfair prices. At the international level, the 
UN Non-Legally Binding Instrument on All Types of Forests (UN 2007) provides a multilateral 
framework to address such issues as policy and legal frameworks that protect community 
rights over resources; access and proximity to markets; expertise and access to information, 
especially on markets and prices; and institutional capacity to manage resources, add value 
to products and services and negotiate with other players (FAO 2005b). However, this needs 
to be implemented by states (UN 2012, paragraph 194). Initiatives such as the EU FLEGT 
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action plan are expected to drive further demand for sustainable products. They can make a 
significant contribution to the promotion of a green economy as legality and sustainability often 
go hand in hand. 

Improve testing, processing, marketing and trade of NTFP. Private enterprises and the 
government need to adopt international standards to enable NTFP trade to meet sanitary, 
phytosanitary and other requirements of importing countries. This involves establishing testing 
laboratories and certification facilities of international standards (FAO 2001).

Develop a national strategic forest action plan and a vision of how forests can contribute 
to sustainable development. National dialogues that identify areas that undermine a green 
economy transition and address spending constraints are likely to provide a national roadmap 
for investing in forests. Clarity on land ownership, benefit sharing mechanisms, acquisition 
and transfer of forest carbon assets and rights will go a long way in ensuring this process is 
accessible and acceptable (UNEP 2011b).

Implement green government procurement and green building initiatives. Public procurement 
policies can require the use of legal and sustainable timber for all government contracts, and 
promote the harmonisation of technical specifications as well as their implementation and 
enforcement. Government building standards can also be used to stimulate the use of legal 
and sustainable building materials. The same recommendations are applicable to private 
procurement policies. 

4.5.4 International frameworks

Work towards developing common standards and methodologies of monitoring, reporting 
and verification. A key tool in this process is likely to be Global Forest Watch (GFW) 2.0, due 
to launch in 2013. GFW 2.0 is a near real-time forest monitoring system that aims to combat 
deforestation by sharing data and uniting satellite technology and human networks around the 
world. GFW 2.0 will also enable buyers of sustainably sourced commodities – such as certified 
timber, palm oil, soya and beef – to confirm adherence to or violations of supplier commitments 
to “deforestation-free,” “no clearing of high conservation value forest,” and related criteria.20

Negotiate rules to permit the stacking of biodiversity and carbon credits. Given the high 
values of timber and alternate land uses (e.g. for palm oil, soil or cattle) in many tropical regions, 
initiatives such as REDD+ have the potential to revolutionise the planning and management of 
tropical landscapes and to facilitate timely action that jointly addresses rapid climate change, 
livelihoods and biodiversity loss. REDD+ payments for carbon credits alone, however, may not 
result in optimum forest management practices. The stacking of multiple markets or incentive 
schemes could help achieve biodiversity, adaptation and resilience benefits under REDD+. 
Ideally, the implementation of a REDD+ mechanism, potentially under the umbrella of the 
UNFCCC, would provide investors with more legal certainty.

Reduce trade barriers on NTFP and deforestation-free agricultural commodities. At the level 
of international trade, NTFP face both tariff and non-tariff trade barriers. The nature of these 
barriers varies from country to country and from product to product. Excessive tariff rates can 
be counter-productive as they may encourage illegal trade in products in order to avoid levies 
(Burgener and Walter 2007). Clarifications are required, depending on the various types of 
certification systems applicable to NTFP and how they may facilitate access to various markets 
(FAO 2001).

Encourage international finance for sustainable forest management. It is important to 
mobilise green investments internationally, as well as nationally. New international investors 
are often institutional investors such as pension funds and Timber Investment and Management 
Organizations that invest mostly in pine, eucalyptus and teak plantations in order to sell wood 
in the open market. These investments are relatively easily identified and quantified, given 
the magnitude of resources involved. Also, during recent years, forest carbon and forests’ 
contribution to climate change mitigation and adaptation have been some of the main driving 
forces behind financing climate change forest-based activities. At the global level, institutions 
such as GEF, World Bank, UN-REDD, and REDD+ Partnership are active in this process 

20. See further: http://www.wri.org/gfw2 
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(UNFF 2012).

Promote international cooperation, partnerships and information exchange regarding 
forest biodiversity. In this context, the Strategic Plan for Biodiversity 2011-2020, including 
the Aichi Biodiversity Targets, is playing a significant role in encouraging active involvement of 
all stakeholders in the conservation and sustainable use of biodiversity. The Nagoya Protocol 
on Access and Benefit-sharing is promoting access to fair and equitable sharing of benefits 
arising from the utilisation of genetic resources, with the vision of living in harmony with nature 
(UN 2012, paragraph 202). These agreements are enabling developing countries to benefit 
economically with trade from the genetic biodiversity that exists within their forest ecosystems.

4.5.5 Enhancing dialogue and capacity building

Promote cooperation and information exchange through value chains from primary 
producer to end consumer. There is a need to engage directly with communities and other 
stakeholders in the value chain of wood products and NTFP, to jointly identify criteria of success 
and discuss the trade-offs that might be needed (Marshall et al. 2006). In particular, it is 
essential to include community management of forest resources into any NTFP development 
programme (FAO 2001). Bringing together private sector operators and policy makers, such as 
the Global Forest & Trade Network in connection with US and EU timber procurement policies, 
can increase transparency and cultivate trust between the different stakeholders. In turn, this is 
likely to provide a better framework throughout the supply chain for the production and export 
of sustainable forest products and services.

Promote and build capacity for certification, tracking and licensing. Technical assistance with 
certification and financial support will enable increased participation in international markets 
for certified products. This needs to include building know-how to apply proven marketing 
strategies and practices in local situations including green marketing in the low-carbon economy, 
branding and ethical/fair trade tools. 

Enable exports to meet regulations in international markets. Capacity building would enable 
domestic firms to understand the requirements of complex regulations in order to identify market 
potential to adapt their technologies as required.21 

Ensure greater use of forest trade statistics. Policymakers and the private sector would 
gain from a more extensive coverage and a structured interpretation of forest products trade 
statistics as well as a higher degree of market transparency supporting forest decision making 
(FAO 2012b). 

This chapter highlights the trends, challenges and opportunities presented to the forests sector by a transition 
to a green economy. It also examines increased pressures on declining forest resources and ways in which 
to avert or stop illegal logging and forest degradation, and the growing potential for sustainable trade and 
development.

This chapter illustrates, further, how trade in sustainable forest goods and services is increasingly influenced 
by national policies, international processes and voluntary procurement practices, which in turn are creating 
market opportunities for producers and traders. These include growing and potential export opportunities for 
certified wood and wood-based products, NTFP, agroforestry commodities and deforestation-free products. 
Beyond carbon, a green economy also presents opportunities for increased trade in ecosystem services as 
the flow and contributions to various value-chains are increasingly understood as input factors and included 
in risk management decision-making. 

For these trade opportunities to fully materialise, many challenges need to be overcome. Attracting finance 
and meeting standards in export markets remains difficult for producers and economic operators in developing 
countries. The cost and know-how needed for achieving compliance with certification requirements can act 
as a barrier for more sustainable trade. In addition, sustainable forest management depends heavily upon 
capital investments and R&D, which in turn rely also on the availability of skilled human resources. Reducing 
trade barriers for NTFP and deforestation-free commodities would also encourage more sustainable trade, as 

21. As well as certification requirements, this can also encompass voluntary industry standards, for example, the European Panel Federation 
(EPF)’s Industry Standard for delivery conditions of recycled wood, which provides chemical limit values. 
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would enhanced cooperation through value chains, from primary producer to end consumer, in order to meet 
growing demand in domestic and international markets.

Currently, sustainable forest products occupy a small share of the global market as it is often difficult to 
differentiate between products that are produced in a sustainable manner and those from unsustainable 
operations, and consumers can be reluctant to pay a premium. However, this is likely to change gradually 
with increasing transparency in the forest sector and the rise in demand for forest services and certified forest 
products that originate from sustainably managed forests in both developed and developing countries. 
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4.6 Further resources

4.6.1 Websites for additional information

Green Economy Report, Forests Chapter:
http://www.unep.org/greeneconomy/Portals/88/documents/ger/5.0_Forests.pdf

UNEP and forests:
http://www.unep.org/forests/

UNEP Capacity building for biotrade:
http://www.unep-unctad.org/cbtf/biotrade.asp

TEEB - The Economics of Ecosystems and Biodiversity:
http//www.teebweb.org 

Convention on International Trade in Endangered Species of Wild Fauna and Flora: 
http://www.cites.org/eng/prog/ndf/index.shtml

UN-REDD programme: 
http://www.un-redd.org/

FAO and non-wood forest products:
http://www.fao.org/forestry/NTFP/en/ 

The Action Plan for the Forest Sector in a Green Economy, prepared under the auspices of the UNECE 
Timber Committee and the FAO European Forestry Commission: 
http://www.unece.org/fileadmin/DAM/timber/meetings/20121015/ECE_TIM_2012_10_E_
Action_Plan.pdf   

Global Forest Resources Assessments (FRA):
http://www.fao.org/forestry/fra/en/ 

IFOAM basic standards for organic production and processing:
http://www.ifoam.org/sub/faq.html

EC FLEGT Action Plan:
http://ec.europa.eu/environment/forests/illegal_logging.htm 

Information portal on FLEGT and particularly Voluntary Partnership Agreements, maintained by EFI’s EU 
FLEGT Facility:
http://www.euflegt.efi.int 

Information portal on REDD+, maintained by EFI’s EU REDD Facility:
http://www.euredd.efi.int 

PEFC:
http://www.pefc.org/

FSC:
http://www.fsc.org/

FSC online database – a method to find certificates and certified forest products: 
http://info.fsc.org/ 

Rainforest Alliance:
http://www.rainforest-alliance.org/

Non-Timber Forest Products Exchange Programme for South and Southeast Asia:
http://www.ntfp.org/ 
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Bolsa Amazonia – a regional programme operating in Bolivia, Brazil, Columbia, Ecuador and Venezuela 
aimed at the commercialisation of sustainable Amazonian products by involving rural communities:
http://www.bolsaamazonia.com.br/indexi.asp

FairWild Foundation. Certification Guidance for Industry: Frequently Asked Questions on Costs, Fees, 
Funds, and Pricing:
http://www.fairwild.org/certification-overview

International Green Construction Code (IGCC), available on a commercial basis:
http://shop.iccsafe.org/2012-international-green-construction-codetm-igcctm-1.html 

PhytoTrade – promotes sustainable production and fair trade, aiming to contribute to the economic 
development of southern African countries:
http://www.phytotradeafrica.com/index.html

Sustainable forest management criteria by the International Tropical Timber Organisation (ITTO):
http://www.itto.int/policypapers_guidelines 

Sustainable Procurement of Wood and Paper-based Products (WBCSD Forest Solutions, World Resources 
Institute):
http://www.sustainableforestproducts.org/files/forestguide/FULL%20Forest%20Products%20
Procurement%20Guide1212_En_low_rez4.pdf 

Leveraging the Landscape: State of the Forest Carbon Market. Forest Carbon Portal:
http://www.forestcarbonportal.com/content/leveraging-landscape-state-forest-carbon-market-2012

The Corporate ESR: Guidelines for identifying business risks and opportunities, WBCSD – World Business 
Council for Sustainable Development:
http://www.wbcsd.org/pages/edocument/edocumentdetails.aspx?id=28

Organic Monitor:
http://www.organicmonitor.com/
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