Information Note 

EU Timber Trade Illegal Logging Initiative

Overview 
· A partnership of EU trade and developing country organisations

· Applicant: Tropical Forest Trust

· Partners: NL, Be, UK, MTC, E. Kalimantan University ….. more are welcome

· Associates: Fr, UCBD and FEBO…. more are welcome

· Total grant awarded: €3.5 million

· Duration: 5 years

· Result of evaluation: November 2004

· Begin implementation: March 2005 at the earliest

Objectives

· Source legal tropical timber into the supply chains of NL, Be, UK and TFT members

· Indonesia, Malaysia, Gabon and Cameroon

· Technical assistance to suppliers and traders alike

· Chain of Custody, Auditing, Codes of practice

· Institutional capacity building

· Sustainable financing mechanism

Methodology

1.Capacity building and practical timber tracking (80% of budget) 

· Supplier countries

2.Voluntary codes of practice and information on legality (15%) 

· Harmonisation of standards based on understanding of legislation, tracking systems and independent auditing

3.Communication of good practice and lesson-learning (5%)

· Workshops, bulletins, website, consultations
Budget

· Staff costs for partners, local staff, regional teams, project manager, financial controller, regional coordinator – €2.6 m

· Travel costs (international and local) – €360k 

· Equipment and supplies - €412k

· Local costs - €277k 

· Research, publications, translation, audits, evaluation, conferences, communication - €430k

· Chain of custody investment

· EC contribution = €3.5 m (50%)

· EU TTF’s = €870k (13%)

· Market = €2.6m via a market-driven 2% price increase for legally verified timber (37%)

· Grand Total = €6.98m over 5 years

Cofinancing  explained:
1. To construct the budget, we assumed each importing partner will contribute according to the volume of tropical timber traded

2. But once operational, funding for supply chain work will depend on how much importers are willing to pay

3. A formula will be agreed that ensures any investment by importers in their supply chains will be matched by the EC grant

4. Likely proportion will be €1 from traders = €2-4 EC grant

Cofinancing example:

1. Trader A imports plywood from Producer X in Indonesia and wants to secure verified legal timber for a govt. contract

2. Producer X needs €100,000 investment in supply chain to get legally verified timber

3. If Trader A pays €10,000, he will then get another €30,000 support from EC Grant

4. Producer X will then pay remaining €60,000 on the basis that at least Trader A will be prepared to pay 2% more for verified legal plywood 

5. Producer X may be able to sell verified timber at an even higher premium to non-sponsoring traders

Funds can be raised from:

1. Member State donors (sustainable trade, development, and environment programmes)

2. Federation’s own general membership fees or 

3. From special subscription/request

1 + 2 + 3 = €870,000

· Partners are responsible for co-ordinating fund-raising 

· If they can’t raise the co-financing then we can’t get so much of the grant

The Project Governing Board

· Partners and associates meet to establish detailed governance mechanisms 

· Chaired by VVNH

· Set up application procedures for suppliers and then evaluate proposals

· Meet frequently to start with

· Manage strategic changes and policy

· Reporting forum for partners

Who is the Tropical Forest Trust

· An NGO working for business, 5 years old

· 27 member companies in 17 countries

· Turnover in 2003 = US$ 1.1 million

· Business plan for 2004 = US$ 1.6 million

· Board members include Jysk (Denmark),Robert Dyas (UK),Kwantum (NL),Castorama (Fr) 

· 27 staff in EU, Indonesia, Vietnam, Malaysia and Laos – mainly professional foresters working directly with mills and forests

· In 2004 expanding into Africa (CIB is new member)

TFT – How They Work

· Members have to exclude illegal wood from their supply chains and get natural forests certified 

· Currently using only FSC for sustainable forest management but; 

· Working with MTCC in Malaysia

· Willing to work with any certification scheme their members want them to provided it meets their standards

· Project partners felt that under this project they could work with TFT because the objective is to exclude illegal wood 

· TFT quoted in the EC Action Plan as an example of private sector action

Conclusion – Project Deliverables

· Direct practical support to suppliers to achieve verifiable legal timber (183 mills)

· Common standards for legality verification

· Systems for monitoring supply chain transparency and accountability

· Objective advice for traders seeking timber from ‘risky’ countries

· Improvement in the reputation of tropical timber, and therefore the EU timber trade

· Important step toward sustainability

· 20% of tropical timber entering partner countries will be verified legal 
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