900

Global Timber Forum

ASSESSMENT OF THE FOREST

AND TIMBER ASSOCIATIONS OF PERU:
CURRENT ORGANIZATIONAL
CAPACITIES AND NEEDS

SRS

= A
'''''''

g g -
1. - )
r B —
) — \‘Fﬁ
A\ oe (INSg

=S '_'"i
e
i
= I
—
S )
ot

e
et |

.
e 9




ASSESSMENT OF THE FOREST AND TIMBER ASSOCIATIONS OF PERU:
CURRENT ORGANIZATIONAL CAPACITIES AND NEEDS

© German development cooperation,
implemented by Deutsche Gesellschaft fir Internationale Zusammenarbeit (GIZ) GmbH
Contribution to the Environmental Objectives of Peru Programme (ProAmbiente Il)
www.proambiente.org.pe

© Global Timber Forum (GTF)
www.gtf-info.com

Content editing
Alfredo Rodriguez (GIZ)
Rachel Butler (GTF)

Based on the document
Rochabrunt, J. (April 2017): Diagnéstico de las asociaciones gremiales
del sector forestal en el Peru a fin de identificar recomendaciones y
fortalecer las organizaciones para promover la competitividad y
la gestion responsable de los recursos naturales.

Design and layout
César Caballero

Photographs
GIZ/Thomas J. Miiller (cover photo 1; pages 3, 5, 6 and 9)
GlZ/Alfredo Rodriguez (cover photo 2; pages 7 and 8)
GlZ/Fabian Schmidt-Pramov (page 4)
GlZ/CITEmadera (page 10)

Digital document
First edition, October 2017

This study was commissioned by Global Timber Forum and the German development
cooperation implemented by GIZ, through its ProAmbiente Il programme, and was
produced with support from the FAO-EU FLEGT Programme. The views expressed in this
study do not necessarily reflect the views or policies of the Food and Agriculture
Organization of the United Nations or of the European Union.

This publication may be reproduced in whole or in part
provided the source is acknowledged.






B

BACKGROUND
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The Peruvian forestry sector has suffered
a severe setback in recent years. Since the
intervention and seizure of significant
volumes of illegal timber in 2015 and 2016,
and the alerts issued in the countries of
destination such as the USA, the demand
for wood products from Peru has decreased
considerably. Data from the Peruvian
custom services show that timber exports
in January have fallen by 20% compared
to January 2016* while reported by the
National Statistical Office (INEI) volumes
in primary timber processing decreased
near to 35% in the same period?. Thus, not
only timber exporters are in a challenging
situation, but the entire Peruvian timber
industry.

According to the INEl 26,605 companies
of the timber and furniture industry are
officially registered. Of these, 96.5% are
micro enterprises, 3.2% are small enterpri-
ses and 0.3% are medium-sized and large
enterprises. Additionally, more than 7,000
companies linked to forestry and timber
extraction activities, mainly in the Amazon
region, are officially recognized by the
National Tax Office3. However, these num-
bers only represent the formal economy
and it is widely known that most enterpri-
ses operate in the informal economy.

1 Asociacion de Exportadores (ADEX) 2017

2 Instituto Nacional de Estadistica e Informatica (INEI) 2017

The database of Peru’s national registry
office contains information about a wide

diversity of forest and timber associations,
with current records of at least 603 organi-
zations. 68% of these are identified as
industry organizations, less than 20%
are registered as forest management
organizations, and 13% are registered
as organizations representing carpenters*.
Nevertheless, not all these organizations
are necessarily involved in or related to
the timber value chain. A more in-depth
analysis would be necessary to identify the
status of all these numerous organizations,
e.g. their location, their specific objective,
their direct relation with the sector, as well
as the exact number of members.

The goal of this study was to analyze the
current organizational capacities and needs
of forest and timber organizations of Peru.
Therefore, we focused on organizations
who participate in different platforms and
levels in the forest policy discourse. More
than 40 interviews (20 forest associations,
12 independent forest companies, and 10
public institutions) were conducted in
Pucallpa, Iquitos, Puerto Maldonado
and Lima. In addition, three workshops
were hosted.

3 Superintendencia Nacional de Aduanas y Administracion Tributaria (SUNAT) 2014
4 Superintendencia Nacional de Registros Piblicos (SUNARP) 2017
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MAIN FINDINGS
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Interview partners in the organizations
showed little knowledge about organiza-
tional management of private associations.
Most leaders do not have the leadership
skills or experience for a member-driven
and production as wells as market-oriented
management. Organizations tend to con-
centrate on solving legal problems, but
from a very political viewpoint and not
based on technical discussions. Their
discourse is only pointed towards the
national government and its executive
power, leaving aside both the legislative
power and the regional forestry authorities
- even though the regional forest authori-
ties have been responsible in most forestry
matters since the decentralization of
government functions started in 2009.

There is no evidence of a differentiated
discourse about the technical sector needs
(e.g. issues of forest management, indus-
trial transformation and commercialization)
and the ongoing political and legal debate
opposing the implementation of the new
forest law and presidential decrees. At
the same time, it seems that there is little
grassroots support for most of the organi-
zations. Agenda setting is rather top-down
than bottom-up and members of organi-
zations have little room for shaping the
organization and its development. Several

regional organizations rather serve as a
platform to boost political careers leaving
aside the joint benefits an organization
could achieve for its members.

The payment of quotas that serve to cover
basic operating expenses is crucial for
these organizations, but long-term financial
security is not given in most of the cases. It
is even unusual for most of the associations
to get their income through service
charges. In addition, most of the organi-
zations analyzed in this study show great
institutional weakness and even operate
informally without legal registration.
Approximately, 50% of the associations
interviewed do not have or have lost their
formal registration with national public
offices (such as SUNAT or SUNARP). Some of
these “informal” organizations participate
actively in national policy dialogue
platforms. This “informal” structure rein-
forces the internal problems of cohesion
and trust among members. Small produ-
cer’s associations show a higher coherence,
while traditional trade associations, mainly
those at the regional scale, are extremely
weak and several even on the brink of
collapse. National associations, mainly
representing the export sector, are
powerful and heavily guiding the sectorial
agenda and political discourse.



Table N° 1. Organizational structures and strategic orientation

Scale of the
business

Value chain

Predominant
actors
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There is a strong contrast between associa-
tions with members from the smallest pro-
ductive scale and large companies’ asso-
ciations. In the interviews and workshops,
especially associations at the first stage of
the timber value chain mentioned a strong
need to reform associations. More and more
companies have aspiration to formalize
their businesses and would like to promote
the provision of legal timber from verified
sources to the larger national companies.

Perceptions about the National Forest
Confederation from Peru (CONAFOR) at the
regional level were very positive as this
national association represents the indivi-
dual interests of various regional actors in
a more effective way. Associations such as
CONAFOR also prioritized the direct dialo-
gue with the Ministry of Agriculture and
Irrigation (MINAGRI) via the Executive Round
Table on Forest Development, which they
consider the most important dialogue pla-
tform. Actors in the forest value chain seem
to rely on MINAGRI to solve their problems
while the direct governing bodies such as
the National Forest Service - SERFOR, the
Agency for Supervision of Forest Resources
- OSINFOR, and the Regional Governments
through their Regional Forest Authorities
are not used effectively as resources.
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DISCUSSION AND
RECOMMENDATIONS

This study not only provided useful insights
in the forest sector”s organisations but also
brought interesting facts about the general
situation of the sector to light.

During the study, it became apparent that
information about companies and organi-
zations is fragmented and scattered in
various public databases and thus difficult
to access. Improving registers that provide
adequate information about the companies
and organizations is a necessity. The Natio-
nal Forest Data System (SNIFFS) currently
being developed could play a key role,
especially for traceability and information
management.

Several sources report high rates of illegal
logging linked with corruption especially
at the level of regional governments. Faced
with this reality, the adverse reaction of
the main timber importing markets such
as the US, this has significantly reduced
the national production and sales volumes.
Forest associations should promote timber
legality and marketing links with strong
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fixed subsistence allowance, (v) convene a
particular formal industry (e.g. milling com-
panies), (vi) offer attractive, competitive
and immediate services, (vii) and are orien-
ted to a differentiated commercial niche.

It was interesting to see that none of the
interviewees could point out the necessary
qualities that an association needs to be
sustainable in the long term. It is apparent
that this issue is one of the biggest organi-
zational weaknesses of Peruvian forest and
timber associations.

Strengthening existing regional associa-
tions would require a long-term engage-
ment and strong technical support to over-
come the identified weaknesses of regional
organizations. In addition, strengthening
regional associations can be risky because
many of them operate as political platfor-
ms rather than organizations representing
the needs of forest sector actors. Therefore,
based on this study we suggest a different
strategy: Strengthening associations by
developing a clear demand from a few
selected large companies to trigger a pull
effect in the supply chain.

The first step of this strategy is to identify
the main producer companies in the sector
that demand a constant supply of raw and
processed timber in the national market
and are exposed to national and interna-
tional market requirements (e.g. legality).

We already have identified eight timber
trading companies with this profile. Through
a rapid mapping of providers of raw and
processed timber, we estimate that each of
the main traders has more than 10 different
supply sources, so a core group of 100
suppliers could be easily reached through
this strategy.

The focus of this strategy is on strengthe-
ning the supply chains of large companies
and their small and medium-sized suppliers
based on a common benefit. If leading
companies will set certain production
standards (e.g. responsible purchasing
policies) their suppliers must also raise
their own standards. All actors of SINAFOR
could become the promoters of a strategy
to develop and formalize the forest sector.
Therefore, this strategy should be discussed
and coordinated among all stakeholders.

The specific objectives of the proposed
strategy are firstly, to organize regional
forest associations of small and medium com-
panies that supply key trading value chains,
and secondly, to strengthen national forest
associations of key value chains where lea-
ding trader companies are members. The im-
plementation of this strategy should catalyze
a strong contribution from a forest public-pri-
vate coalition to increase the forest and tim-
ber industry competitiveness while promo-
ting formality along the value chain



