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To accelerate sustainable landscape investments in 
Southeast Asia, the USAID-funded Climate Economic 
Analysis for Development, Investment and Resilience 
Activity (CEADIR) profiled examples of potentially 
catalytic climate-smart production models with a high 
probability of obtaining financing, including timber certified 
by the Forest Stewardship Council (FSC). Profiling these 
models addressed key challenges identified by private and 
public sector stakeholders at a USAID regional workshop 
on “Convening Private Sector Investment in Climate-
Smart Commodity Production in Southeast Asia” (March 
2017, Bangkok, Thailand), including the need to develop 
pipelines of investable projects and businesses.1  

Forest cover in Southeast Asia is increasingly declining, 
driven by land conversion for agricultural expansion and 
settlements, as well as over-harvesting of forests to meet 
growing global demand.  From 2000 to 2005, forest 
cover in Southeast Asia declined by 0.3 percent per year, 
increasing to 0.5 percent per year between 2005 and 
2010 (Food and Agriculture Organization of the United 
Nations [FAO] 2010).  As of 2016, greenhouse gas 
(GHG) emissions from agriculture, forestry, and other 
land-use sectors contribute to more than half of GHG 
emissions in Southeast Asia.

Despite this trend, the region is seeing positive 
developments in forest management, including more 
designation of protected forests, higher stakeholder 
involvement—including local communities and the private 
sector—increased monitoring and planning, and wider 
adoption of legal frameworks and international standards 
for sustainable forest management.  Global consumers are 
also driving trends for more environmentally responsible 
forest products, as interest rises in where products come 
from and how they are made. Eco-certification is playing a 
growing role in consumer and business decisions.  

The FSC timber certification model (see Table on page 
2) gives forest owners and workers credible methods 
and best practices for sustainable forest management, 
contributing to sustainable harvest of wood products 
while also protecting the region’s critical biodiversity 
habitat and carbon sinks.  FSC certification also guarantees 
consumers the forest products they purchase are made 
in an environmentally and socially responsible way from 
forest to shelf, providing an attractive, investment-ready 
business model for companies and investors. 

KEY BANKABILITY CRITERIA FOR 
FSC TIMBER PRODUCTION: 

• Cash flow strength of the enterprise

• Market demand for the borrower’s products

• Annual rate of return on investment (AROI)

• Social or environmental impact

• Export and/or domestic market contracts

• Management team and capacity

• Operational planning

1
  CEADIR’s analysis built upon a recent USAID assessment of business 
models for sustainable landscapes in Asia (Makhijani et al. 2017). 
A CEADIR Series webinar in October 2016 (CEADIR 2016) shared 
findings from the assessment with a global audience.

Prepared by Crown Agents USA and Abt Associates for the U.S. Agency for International Development (USAID). The authors’ views do not necessarily reflect 
the views of USAID or the United States Government.

https://www.climatelinks.org/resources/ceadir-series-assessing-business-models-sustainable-landscapes-asia
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What is the Forest 
Stewardship Council?

FSC is an international non-profit, multi-stakeholder organization that promotes 
responsible management of the world’s forests through the development of standards 
for responsible forest management.  Established in 1993, it is a voluntary program 
that uses the power of the marketplace to protect forests for future generations. 

How does FSC 
encourage climate-

smart forestry?

FSC provides forest owners, forest managers, businesses, and manufacturing companies 
with credible standards in sustainable forest management, production, and supply 
chain traceability.  FSC offers certifications for forest management (for forest owners 
and managers) and chain of custody (for businesses that manufacture or sell forest 
products), providing access to sustainable markets.  Certification offers consumers 
assurance that the goods they purchase are managed responsibly.  

FSC certification includes 10 principles that certified forest operations must adhere to: 
complying with applicable laws and FSC Principles; documenting and legally establishing 
tenure and use rights and responsibilities; identifying and upholding indigenous peoples’ 
rights of ownership and use of land and resources; maintaining or enhancing well-
being of workers; efficiently managing or enhancing long-term benefits from the forest; 
mitigating negative environmental impacts; having a clear management plan; monitoring 
and assessing activities to show progress toward objectives; maintaining or enhancing 
high conservation values; and planning and managing plantations in accordance with FSC 
Principles and Criteria.

Environmental impacts from FSC-certified forest products generate direct benefits 
including optimizing water and fertilizer consumption, minimizing waste and damages 
from harvesting, and retaining old trees and fallen wood so that carbon remains longer 
in the forest.  Indirect impacts are generated from social and economic benefits such as 
creating job opportunities for local communities, and preventing illegal logging to help 
protect and increase forested areas and carbon sequestration (FSC 2016).

What is FSC’s  
product coverage?

FSC certifications apply throughout the supply chain.  FSC certification allows for the 
sale of forest products using the FSC label, either as raw products or as processed 
materials used in a range of consumer and commercial goods, including paper 
products, furniture, building materials, wooden instruments, wood and rubber toys, 
fashion material, and kitchenware.

Is there a carbon 
component?

FSC focuses on environmental, economical, and sustainable management of forests 
and forest trade products and does not explicitly focus on carbon management.  
However, FSC certification does ensure that harvested forests are managed to 
ensure regeneration of new trees to absorb more carbon.  In 2016, FSC introduced 
a voluntary FSC Carbon Footprint Procedure used by FSC certificate holders to 
calculate and communicate the carbon footprint of FSC-labeled products. 

PROFILE OF FSC-CERTIFIED TIMBER PRODUCTION
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What are the  
target market and  

growth trends?

As of September 2017, FSC had certified 9.629 million ha and issued 232 certificates 
across 13 countries in Asia, accounting for 4.9 percent of FSC’s globally certified 
land area.  In CEADIR’s Southeast Asian focal countries, Indonesia accounts for the 
largest portion of FSC certified land with 4.09 million ha, Vietnam (216,665 ha), and 
Cambodia (7,896 ha) (FSC 2017).  

Growth trends in production of FSC-certified timber include:

• As of 2017, more than 50 forest management certification schemes exist, of which 
FSC is the fastest growing in terms of certified area added annually (Dasgupta 
2017).

• The IKEA Group committed to source 50 percent of its wood products from 
certified sources by August 2017 and 100 percent by August 2020.  FSC is the only 
forest certification standard that has met IKEA’s requirements to date. 

• B&Q UK, a British home improvement retail company, sources wood, paper, and 
card products from sustainably managed sources, specifically those meeting FSC’s 
chain of custody certification.  B&Q views FSC certification as key to providing 
consumers and the company with credible information to make purchasing 
decisions, while providing business value.

Growth trends in demand for FSC-certified timber products:

• EU and US markets are seeing an emerging trend of “green living” and “green 
manufacturing” that encourages the use of more sustainable construction materials 
as an alternative to high-emitting sources, such as concrete and steel.  Replacing 
concrete and steel construction materials with wood products can reduce GHG 
emissions up to 80 percent (FSC 2014).

• EU and other markets have strict regulations to increase recycling rates for waste 
from packaging.  In response, companies such as LEGO decided to exclusively use 
FSC-certified mix paper to reduce its environmental impact and meet consumer 
demand (FSC 2013), and Ben & Jerry’s requires nearly all of its global paperboard 
packaging to be FSC-certified (Ben & Jerry’s 2017).

• Use of woody biomass for heat and power generation has grown rapidly and is 
expected to continue to grow.  The EU is the largest source of global demand 
for wood for heat and power generation, driven by the 2009 Renewable Energy 
Directive, under which EU member nations established a renewable energy target 
of 20 percent of the total energy mix by 2020.    
As a result, the EU tripled imports of wood pellets for energy to 8 million tons 
per year between 2009 and 2014.  In Asia, Japan and South Korea are the largest 
wood pellet and woody biomass importers, primarily sourcing supply from Vietnam 
(Brack 2017).  Japan requires FSC certification for imported biomass, and South 
Korea is considering adopting stricter transparency on imports, providing additional 
opportunity for sustainably sourced wood products. 

PROFILE OF FSC-CERTIFIED TIMBER PRODUCTION
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What are the 
advantages and 
opportunities?

• Increasing global consumer demand for sustainably sourced goods drives higher 
prices for those goods meeting FSC certification. 

• As of 2012, 67 percent of forest carbon project developers used FSC certification 
in combination with other carbon standards, such as the Voluntary Carbon 
Standard (VCS) or Reducing Emissions from Deforestation and Forest Degradation 
(REDD+), because FSC brings wider market access and higher prices for carbon 
credits (FSC 2012).

• FSC facilitates the commercialization of carbon credits through its network.  
Carbon credits from FSC-certified wood are sold by the brokerage service from 
the Global Forest Trade Network.

• FSC certification is broadly applicable to forest carbon offset project types, including 
afforestation and reforestation, REDD+, and Integrated Forest Management projects.  
As of 2013, 10 Clean Development Mechanism projects and 7 REDD+ projects 
incorporated FSC certification into their project design (Brack 2017).  

• FSC provides technical support for forest managers to increase the applicability of 
FSC certification for forest management activities.

What are the 
challenges?

• FSC does not include a GHG component in the standard.  As a result, FSC 
certification is normally coupled with verified carbon measurement and monitoring 
such as REDD+ or VCS to address GHG mitigation. 

• Many countries in Southeast Asia lack institutional and technical capacity to 
implement sustainability standards, apply for certification, and guide forest owners in 
the appropriate implementation of sustainable forest management practices.  More 
support is needed to apply for FSC certification, especially for forests with indigenous 
and hardwood species with relatively long production and harvest cycles.

• Some forest managers and businesses seeking FSC certification cite the cost of 
forest certification assessments and sustainable forest management plans as cost 
prohibitive.  FSC certification costs vary depending on the scope of the audit and 
the certifying body. 

• Many countries have not adopted national standards for forest trade products 
sourced from sustainably managed forests.  National standards requiring best 
practices in sustainable forest management can drive large-scale investment.

PROFILE OF FSC-CERTIFIED TIMBER PRODUCTION
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CASE STUDY

FOREST STEWARDSHIP COUNCIL-CERTIFIED TIMBER PRODUCTION 
IN VIETNAM AND INDONESIA

THUYSON JSC (VIETNAM)
Thuyson JSC specializes in processing and trade of 
chopped wood chips, materials for producers of paper 
pulp and medium-density fiber boards, briquettes, 
and wood pellets for Vietnam’s domestic markets 
and in export markets.  Established in 1994, the 
company is a major regional processer and exporter 
of environmentally sustainable wood materials, with 
strong community and social commitments to improve 
the livelihoods of local agro-foresters in its supply chain 
across the Mekong Delta.

Thuyson currently operates 1,048 hectares (ha) of 
acacia forest in Vietnam’s Ca Mau province and 29,000 
ha in U Minh Ha province. Thuyson’s primary timber 
export markets include Japan, Taiwan, China, Republic 
of Korea, and the European Union (EU).  In 2016, 
Thuyson produced 40,000 m3 of FSC-certified acacia 
timber and 150,000 tons of FSC-certified wood from 
Ca Mau. 

Thuyson views production expansion as key to its long-
term success in meeting existing export contracts with 
companies in the EU, Republic of Korea, and Japan and 
the growing global demand for FSC wood for furniture.  
In addition, the 10-15 percent price premium for timber 
products with FSC certification is a major driver for 
Thuyson to pursue FSC certification and recover the 
initial and ongoing certification costs.  

Thuyson also notes the reputation of FSC certification 
in Asian markets and the increasing demand for 
traceable and certified timber products meeting 
national regulations as key drivers for implementing 
FSC certification within its business model.  The 
Danish International Development Agency’s Business 
Partnership Program, the United Nations Development 
Programme (UNDP), and the World Wide Fund for 
Nature (WWF) provided assistance in integrating FSC 
certification into Thuyson’s business model.

BELAYAN RIVER TIMBER (INDONESIA)
Belayan River Timber (BRT) is part of the Integra 
Group, a manufacturing company with total assets 
of more than $24 million that recently expanded into 
high-end furniture markets.  BRT shifted away from 
traditional logging systems toward selective cutting 
and replanting systems to improve the environmental 
sustainability of the company’s operations.  

The company operates 100 percent FSC-certified 
timber production on a 97,500 ha concession area 
over a period of 55 years (1996-2051).  During the 
concession period, local communities retain access and 
use rights to the forest land.  Total timber production 
is roughly 60,000 m3 per year from the concession 
site, and timber is largely processed in Integra Group 
facilities before being marketed to European and 
domestic markets that demand certified timber.

BRT implements sustainable forest management defined 
through obtained FSC certification while considering 
the well-being of local communities and environmental 
sustainability.  BRT views FSC certification as a key 
differentiator in its business model and marketability 
because competition in Indonesia for FSC timber 
production is limited, with only 10 percent of timber 
companies in Indonesia being FSC certified in 2017. 

BRT pursued FSC certification as its business model 
because of easier market access and high-quality 
traceability and verification procedures for timber 
production that meet Indonesia’s regulations for 
export.  The Tropical Forest Foundation and the 
Borneo Initiative provided training and capacity 
development to support the integration of FSC 
certification into BRT’s business model.

Sources:  Le Hoang The, Vice Director, Thuyson JSC (personal 
communication); Untung Iskandar, President Director, 
BRT (personal communication).”
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FSC-CERTIFIED TIMBER AND NDC TARGETS

Recognizing the important role of forests in carbon 
sequestration, Cambodia, Indonesia, the Philippines, and 
Vietnam included the LULUCF sector in their climate 
change mitigation strategies. Although the Philippines has 
not established sector-specific targets in its NDC, the 
government considers forests among the country’s most 
critical natural resources for climate change adaptation and 
mitigation (Republic of the Philippines 2015).  Indonesia 
established a moratorium on the clearing of primary forest 
to reduce deforestation and forest degradation and help 
restore ecosystem functions and increase the sustainability 
of forest management (GoI 2016). 

Indonesia’s NDC called for sustainable forest management 
by the private sector, with a target of increasing timber 
plantations from 270,000 ha per year to 800,000 ha per 
year by 2030 (GoI 2016).  Vietnam set an unconditional 
target of 150,000 ha of reforestation and large timber 
plantations between 2016 and 2030 (Government of Viet 
Nam, Ministry of Natural Resources and Environment 
2015, 2016).  Vietnam’s conditional target included an 
additional 100,000 ha per year of large timber plantations 

and reforestation between 2017 and 2030 (Government of 
Viet Nam, Ministry of Natural Resources and Environment 
2015, 2016).

CEADIR calculated potential GHG emission reductions 
from FSC-certified timber using the default values 
for potential GHG reduction provided the Food and 
Agriculture Organization (FAO)’s EX-Ante carbon balance 
tool (EX-ACT) Tool (Grewer et al. 2017).  CEADIR 
calculated the total ha needed in FSC-certified timber 
plantations between 2020 and 2030 to meet 10 percent 
of the NDC targets for Indonesia, the Philippines, and 
Vietnam (see Table on page 7).1   

CEADIR estimated that meeting these targets would 
require 3.27 million ha of FSC-certified timber 
plantations: 2.53 million ha in Indonesia, 517 thousand ha in 
the Philippines, and 219 thousand ha in Vietnam. This could 
result in a net emissions reduction of 995.53 MtCO2e in 
the three countries: 784.6 MtCO2e in Indonesia, 160.48 
MtCO2e in the Philippines, and 50.46 MtCO2e in Vietnam.

1
  Cambodia was not included in these calculations because the country’s NDC submitted to the United Nations Framework Convention 
on Climate Change (UNFCCC) did not include proposed mitigation actions for agriculture. CEADIR selected a 10 percent economy-
wide emissions reduction in the absence of national targets for sustainably certified timber production in order to estimate the 
investment needed in these adaptation strategies, highlight the potential emissions reductions and associated land under cultivation 
needed, and link to other forestry initiatives. CEADIR chose 10 percent to approximate an investment model and because of the 
sizeable potential contribution of sustainably managed timber production in reducing LULUCF emissions in these countries.
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AREA OF FSC-CERTIFIED TIMBER PLANTATION NEEDED TO CONTRIBUTE 
10 PERCENT OF NDC ECONOMY-WIDE EMISSION REDUCTION TARGETS  

FOR INDONESIA, THE PHILIPPINES, AND VIETNAM (2020-2030)

Country

Nationally 
Determined 

Contributions 
for 2020-2030 

(MtCO2e)

Ten Percent 
Reduction for  

2020 - 2030 
(MtCO2e)

Per Hectare 
Potential GHG 
Reduction (ton 
CO2e per ha  

per year)ª

Area of FSC-
Certified Timber 

Plantation Needed 
(ha)

Indonesia 7,845.95b 784.595b 31a 2,530,951

Philippines 1,604.75c 160.475c 31a 517,661

Vietnam 504.6*d 50.46d 23 219,391

Total 995.53 85 3,268,003

a  Potential GHG reduction (tCO  per hectare-year) calculated using the default emissions reduction potential from the EX-ACT Tool. 
b Source: GoI (2016).
c Source: Republic of the Philippines (2015).
d Source: Government of Viet Nam, Ministry of Natural Resources and Environment (2015).
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