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Introduction

There is a growing awareness on the environmental dimensions of trade and the role that markets play or could play in meeting the urgent call for transition towards the sustainable management of tropical forests. Governments, trade associations, environmental NGO’s and companies in the EU have introduced sustainability initiatives, action plans and legal measures to promote the use of legal and sustainably produced timber.  
However, although much progress has been made by the private sector as well as the public sector to create public awareness and to stimulate sustainable forest management, it must be concluded that certification and licensing systems have been very successful in northern regions, but that in tropical regions – where good governance and sustainable forest management practices are urgently needed – it is clearly lagging behind. After almost two decades of efforts, only 6% of tropical forests are certified.

One of the key complaints of producers, traders, manufacturers and buyers of timber, is that they face unfair competition from competitors that do not adhere to local or international rules and regulations. Cheap imports of illegal timber and forest products, as well as non-compliance of some players with basic social and environmental standards, undermine sustainability initiatives and harm those who do behave responsibly. This trend is giving sustainable timber, already a relatively expensive product, a poor business case.
Illegal logging and associated trade not only undermines the competitiveness of legitimate forest industry operations in both exporting and importing countries, it also costs governments vast sums of money. Estimates suggest that illegal logging costs timber producing countries €10-15 billion per year in lost revenues, which could otherwise be spent on the provision of better healthcare, education and other public services, as well as the implementation of sustainable forest management.
To overcome this unfair competition, several policy initiatives have been undertaken to prevent illegally harvested and traded timber from gaining access to the market. These policy initiatives include the US Congress amendment to the Lacey Act and the EU-FLEGT Action Plan, which is the basis for two regulations: the EU Timber Regulation and The FLEGT Regulation (VPA’s). However, almost ten years after introduction of the 
EU-FLEGT action plan, one of it’s most promising instruments (VPA’s), the first batch of FLEGT licensed – legality harvested – timber, seems still far away.
The Challenge

Twenty years of private certification initiatives and 10 years after launching the EU-FLEGT Action Plan seems to have changed hardly the market situation for tropical timber and its impact on the way forest are being managed in tropical regions. What are the main causes of this apparent limited change? It is clear that there certification, as private sector initiative, can achieve much more in the tropics with major industry endorsement and demand, and with strong support from the government.  .
 Producers of tropical timber – and specially local communities and small-scale industries – may benefit from both, in adapting to new governance and market realities. The question is how markets can best contribute to sustainable forest management. Only seven of the twenty seven EU member states have a procurement policy for sustainably produced timber, which also differ from each other. Also private companies have different procurement or corporate social responsibility policies when it regards timber. Are efforts too fragmented or isolated?
A new phase of market transformation may be required: one that emphasises the complementarity of market initiatives and public policy and regulation, and that helps shift tropical timber markets towards mainstream legality and sustainability rapidly. The entering into force of the EU Timber Regulation might be an incentive for this new phase, as the EU TR is creating a new level playing in Europe field and many companies and governments are reconsidering their procurement policies.
The opportunity

The entering into force of the EU TR stimulates VPA countries to conclude on the implementation of the VPA and forces market operators to have a due diligence system in place as part of their procurement policy. Right now there is a unique opportunity to create a critical of mass actors in the tropical timber value chain that works towards making timber from sustainably managed and legally harvested tropical forests the norm: powerful legality measures that ban illegality and create a level playing field, improving the business case of sustainability both on the producer and the consumer side of the market. The question is: how can we make full use of the role and influence of consumers, private sector, markets and governments in our aim  to promote sustainable forest management.  
That is why The Sustainable Trade Initiative (IDH), and the Dutch Ministry of Economic Affairs jointly take the initiative to establish a coalition of the willing from the private, non governmental and governmental sector in the EU. The EU Sustainable Tropical Timber Coalition is to be an international platform that promotes sustainable forest management by actively bundling existing legality (FLEGT) and sustainability (certification) efforts with the final goal to increase the share of legally and sustainably produced timber in the EU.
Options for activities

When we look at EU level, different levels of bundling efforts can be sought by governments. Depending on what role of governments we’re focusing on, alignment between member states or alignment between private/non-governmental initiatives and governments may be crucial to increase our impact in the tropical forest areas. In general government plays or can play (at least) three roles that are relevant in the process of stimulating sustainable forest management:
Government as a Donor:  
· By encouraging and supporting tropical timber production.  
Government as a Consumer:

· By implementing sustainable procurement policies.

Government as a Regulator:

· Creating an enabling environment for the use of sustainable tropical timber by using different policy instruments.
Questions for discussion
1. Does the EU TR create a good momentum to bundle initiatives to promote the use of legally and sustainably produced tropical timber?

2. Are legality and sustainability of timber two sides of the same medal?

3. Could a, initiative such as the EU Tropical Timber Coalition have an added value?

4. How can we use efforts in the non-governmental and private sector to create momentum for the implementation of VPA’s? For example, can we align our efforts as donors with the efforts of NGO’s and companies that also invest in the tropical timber producing countries?
5. How can we use efforts in the public sector (for example our public procurement policies) as momentum for the implementation of VPA’s? For example, is it beneficial to harmonize our public procurement policies and tackle this issue together?

6. How do we deal with different focal points when bundling efforts? We have frontrunners in the private (and local public) sector who are interested in expanding the market for sustainably certified timber. And frontrunner central governments, that are focused on creating market supply of FLEGT-certified timber (as they see it’s a critical steps towards wide spread sustainable forest management)?
�Ik zou deze positief formuleren, in plaats van negatief. Daarnaast goed om de wederzijdse complementariteit te benadrukken.





