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Purpose of
this report

This report presents key outcomes from the Stakeholders Consultation in Asia

The consultation convened a diversity of stakeholders from governments,
business, smallholders, indigenous peoples and local communities (IPLCs), commodity
organizations, civil society, academia and international organizations, who discussed
and identified priorities, challenges and opportunities in the region, and provided
recommendations for impact-driven and actionable solutions to move towards a
sustainable and inclusive nature-positive trading system that supports countries In
the region to:
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Achieve sustainable
supply chains of
agricultural commodities

Facilitate market access
to all stakeholders in
compliance with regional
trade agreements, and
multilateral environmental
agreements such as
the Kunming-Montreal
Global Biodiversity
Framework; and better
prepare for changing
market regulations, e.g. EU
deforestation-free products
regulation (EUDR)

Advance national plans
for sustainable social and
economic development
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The state
of play
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‘ ‘ 83 million people are

employed by agricultural
production alone across
Indonesia, Thailand, Vietham,
and the Philippines...”
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Agriculture In
the region

« Agricultural productionhasincreased significantly

throughout the region since the 1960s with most
countries more than doubling their cultivated
area.

« 83 million people are employed by agricultural

production alone across Indonesia, Thailand,
Vietnam, and the Philippines.

« Theregionisamajornetexporterofrice, vegetable

oil (palm oll), fish and fresh fruit.

Indonesia produces more than half the world's
palmoiland Malaysia about one quarter. Together,
Indonesia and Malaysia make up between 75 and
85 per cent of global supply.

Agriculture contributes significantly to the economies of south and southeast Asia.

Indonesia is the third largest cocoa producer in
the world.

Smallholders are at the core of agricultural
business in the region.

« An estimated 100 million _smallholder farmers

reside in Southeast Asia, dominate the region’s
agricultural sector in commodities such as palm
oil, rubber, cocoa, and coffee, rice, wheat and
maize.

—100x

estimated smallholder farmers
reside in Southeast Asia
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https://www.oxfordeconomics.com/resource/the-economic-impact-of-the-agri-food-sector-in-southeast-asia/#:~:text=In%20Indonesia%20and%20Vietnam%2C%20its,agri%2Dfood%20production%20and%20distribution.
https://www.econstor.eu/bitstream/10419/249422/1/CIPS-PP42.pdf
https://www.econstor.eu/bitstream/10419/249422/1/CIPS-PP42.pdf

Biodiversity In
the region

Southeast Asia iIs home to:

Approximately

1/

of the planet’s plant
and animal species...

More than

90

of tropical
peatlands...

Approximately

1/3rd

of coastal and
marine habitats...

Approximately

90

of the world'’s
mangrove area...

Three of the world’'s 17 ‘megadiverse’ countries
are in Southeast Asia — Indonesia, Malaysia, and
the Philippines — countries that have the highest
species diversity and endemism per unit area.

o

o

...despite only
occupying

(o)

70
of the planet’s
total land area.

The biodiversity of the Indo-Burma Biodiversity
Hotspot comprising the Greater Mekong countries
— Cambodia, Lao PDR, Myanmar, Thailand, and
Vietnam, is yet to be fully catalogued.

Approximately

) 1/3rd

of the world'’s coral
reef species...
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https://www.cepf.net/our-work/biodiversity-hotspots/indo-burma
https://www.cepf.net/our-work/biodiversity-hotspots/indo-burma

Current trends
and concerns
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« Unsustainable production and consumption

patterns have led to interconnected triple crises:
loss of nature and natural habitat; climate change,
and pollution.

 Globally, agriculture responsible for 88% of global

deforestation between years 2000 and 2018, and
25% of global GHG emissions

« Tropical deforestation for agriculture and tree

plantations releases 2.6 GtCO2yr. 29-39% of
emissions are driven by international trade, mainly
in beef and olilseeds.

« Southeast Asia, being a region specializing in

exports of many forest-risk commodities, the
global trends of agriculture-driven deforestation
are also reflected in the region.

* Rubber: Thailand, Indonesia, Malaysia, India,

Vietnam, and China — account for approximately
90% of global production, with the majority (70%)
coming from Thailand, Indonesia, and Malaysia.

+ Cocoa: Global production of Cocoa has expanded

overthelast 20 years. In 2015, approximately 15%
of the global share came from Indonesia. Between
1988 and 2007 in Indonesia, an estimated 700,000
hectares of deforestation can be attributed to
cacao production (9% of Indonesian deforestation
for crops).

Southeast Asia, being a region specializing in exports of many forest-risk commodities,
the global trends of agriculture-driven deforestation are also reflected in the region.

« Coffee: Southeast Asia produces 27% of the

world's coffee, with Vietnam contributing the

majority of the region’s contributions at 17%.The
demand for coffee is expected to triple by 2050.
In that period, half of the land currently suitable to
cultivate coffee is expected to become unsuitable
due to climate change. Tropical rainforests make
up 60% of the land with the right climate to grow

coffee — this makes coffee a perfect storm for
future deforestation.

« Palmolil: Thepalmoilindustryhasbeenparticularly

successful in Southeast Asia, where large-scale
oll palm plantations have been established in
countries such as Indonesia and Malaysia. These
two countries are the largest producers of palmoll,
accounting for around 84% of global production.

« QOver the last decade, the amount of deforestation

caused by theindustry has actually declined nearly
every vyear In Indonesia, the world's largest
producer. Andin 2021, ithita 22-yearlow. Malaysia
has seen a similarly positive trend, experts say,
Indicating that companies are now cutting down
fewer trees.

-
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https://www.sciencedirect.com/topics/earth-and-planetary-sciences/deforestation
https://www.sciencedirect.com/science/article/pii/S0959378018314365
https://medium.com/@kisagiebink/deforestation-in-southeast-asia-the-commodities-that-drive-it-and-what-we-can-do-about-it-e443cb93db26
https://www.sciencedirect.com/science/article/pii/S2666154322000151#bib5
https://www.sciencedirect.com/science/article/pii/S2666154322000151#bib5
https://www.mightyearth.org/wp-content/uploads/2017/09/chocolates_dark_secret_english_web.pdf
https://www.mightyearth.org/wp-content/uploads/2017/09/chocolates_dark_secret_english_web.pdf
https://www.fao.org/faostat/en/#data
https://www.fao.org/faostat/en/#data
https://www.conservation.org/docs/default-source/publication-pdfs/ci-coffee-report.pdf
https://www.conservation.org/docs/default-source/publication-pdfs/ci-coffee-report.pdf
https://www.conservation.org/docs/default-source/publication-pdfs/ci-coffee-report.pdf
https://ourworldindata.org/palm-oil
https://e360.yale.edu/digest/indonesia-malaysia-deforestation
https://e360.yale.edu/digest/indonesia-malaysia-deforestation

Sustainable agriculture trade in South-East Asia
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Challenges

--

Complex traceability: Putting in place a
sophisticated traceablility system.

Removing perverse incentives — in favour Working conditions

of fair and transparent pricing

Extending sustainable practices to the

whole of the supply chains » Tenure conflicts, human rights, decent living wage

BISY 1SB3-UIN0S Ul apeJ) alnynolibe a|qeule1sns

- Sustainability needs be addressed in each link of
the entire supply chain to ensure that the impact
of products across the life-cycle are minimal.

« This Includes production, transportation,
iIntermediary processing, packaging, shipping, use
and waste management — currentapproaches are
focused on the production stage of commodities.

« Fair pricing Is important to Incentivize those

undertaking sustainable production practices

Perverse incentives such as fossil fuel and
agriculture  subsidies can have adverse
environmental impacts along the supply chain

For example, fertilizer subsidy program can incite
land conversion, overuse etc.

« Different commodities undergo different value

chain processes that require accordingly-adapted
traceability systems.

- Traceablility solutions and technologies exist,

yet challenges regarding access, affordability,
iIncentives and maintenance remain.

Example of palm oil:

emerged as challenges faced by smallholders
and labourers

* Processing palm fruit is a complicated process: fruit changes from
liquid to gas to solid to liquid, travels very large distances.

« Separating certified and non-certified palm oil is very expensive .

« Therefore, a sophisticated traceability system is needed, which needs
to accessible to all actors across the supply chain.



Unrealistic and unclear demands from
iImporters’ regulations: with reference to

EUDR

« Buyers of different markets have different
requirements

« Definition of sustainability diverges between
developed and developing countries

« Environment - a common interest for the EU and

Indonesia, yet poverty is still one of the priorities
for Indonesia and all developing countries

- Definition of legality - with respect to land rights,
deforestation etc. is yet another challenge

 Looking at timber or silk sector, the difficulty was
not data but the definition of legality, will be similar
for EUDR.

Quality, and availability of data

« Good quality data is expensive, and there needs

to be a systematic source of funding to support
collection and maintenance of data

« Institutional infrastructure is lacking in the village

to keep the data, data stored with individuals
without proper mechanisms to maintain it will get
lost

« Data should not be exclusively owned by the

corporate sector, but also the government so it
does not become one-sided

REGIONAL STAKEHOLDERS CONSULTATION IN ASIA
A NATURE-POSITIVE TRADE FOR SUSTAINABLE
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Priorities and
opportunities
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Increasing uptake
of certification

+ Since independent smallholders are not linked to any particular company or mill, they do not

receive training, supervision or support from companies, and only receive limited support from
the government.

In the case of palm oil, Indonesia is home to 2.5 million palm oil smallholders; as of 2017, only 1%
have RSPO/ISPO certification. With the introduction of the new EU Deforestation-free product
regulation (EUDR) that requires products entering the EU to be proven as deforestation-free, the
export opportunities to the EU for a large majority of palm oil producers in the country will be
affected.

In Indonesia, ISPO certification is mandatory. Increase acceptability of ISPO, for example by
harmonizing voluntary certification with ISPO, may reduce transaction and information costs
for business actors, especially smallholders, increase market access, improve traceability.

+ Similarly for coommodities such as coffee, that also fall under the purview of the EUDR, Vietnam

reaped S1.49 billion from exporting coffee to the EU market, this accounted for 40 per cent of
Vietnam'’s total coffee export. Increasing the uptake of certification or similar measures to prove
deforestation-free status of the exported products would need to be prioritized.

—
—
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https://iopscience.iop.org/article/10.1088/1755-1315/336/1/012010/pdf
https://iopscience.iop.org/article/10.1088/1755-1315/336/1/012010/pdf
https://www.chinadailyhk.com/hk/article/346481

/\

Making traceability
solutions accessible

 Adapting a value chain approach

- Different types of traceability are needed to
meet company requirements (e.g., traceable
to mills, quality of products and services,
etc.)

« More good will among all actors along
supply chains is needed to achieve better
traceability

+ Traceability system need to be designed
to support smallholders while ensuring the
industries’ sustainability and regulatory
compliance.

Creating a platform for knowledge

exchange and technical capacity
building between farmers

+ Maintainingapooloffacilitators*/mediators,

with support from the government for
capacity-building and technical assistance
for smallholders

* Introducing digital platforms for knowledge

Mmanagement

+ Addressing legality issues with respect to

land-use titles, definition of sustainability
for commodities — as such the plantation
registration certificate- STD-B Is a useful
tool. Despite its benefits, only 1% of farmers

surveyed for a 2018 study in the provinces

of Jambi, Riau and Central Kalimantan had
STD-B certificates, and extending its reach
to Include maximum plantations could be a
good starting point.

+ Addressing financial gaps and needs

"
N
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https://news.mongabay.com/2020/04/indonesia-aims-for-sustainability-certification-for-oil-palm-smallholders/
https://news.mongabay.com/2020/04/indonesia-aims-for-sustainability-certification-for-oil-palm-smallholders/

Best practices and Initiatives

In South-East Asia
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Civil Society Organizations as active stakeholders in smallholder integration

In Indonesia, national civil society organisations (NGOs, associations, etc.) are instrumental in regional
development, including the implementation of plantation registration policies (such as STD-B). There exists a
mechanism of facilitators who work directly with the farmers on the ground. They provide technical support to
farmers (e.qg., mapping the land, preparing document and registration) so that they can obtain land ownership
certification. Land certificationis akey step for smallholderstoaccessfinancial supportandtechnical assistance
programmes. Facilitators also provide other technical support, translating the policy/regulations and market
languages to the language of the farmers. These facilitators seem to play a key role in the supply chains of all
agricultural commodities in the country. However, they have been doing this work voluntarily and their current
roles are limited. In order to enhance their contribution, they should be granted authority to verify the data
required for STD-B/plantation registration issuance. This would necessitate, for instance, the development
of Memoranda of Understanding (MoU) with District Governments. A verification team comprising relevant
agencies and CSOs can expedite the review and verification of STD-B requirements.

—
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ASEAN Centre for Biodiversity (ACB) — an inter-governmental
centre of excellence for regional cooperation on biodiversity

Established by 10 ASEAN member states and coordinates the working groups.

‘Mandate: To promote ASEAN national policies on conservation, particularly in the
framework of the United Nations (UN) Convention on Biological Diversity (CBD).

- Main programmes: Biodiversity conservation, mainstreaming; Capacity development, knowledge

management, communication, education, public awareness, partnerships

 Projects and initiatives focusing on conservation, and livelihood:

1. Heritage Parks Programme: manages a regional network of representative in protected areas to generate
greater collaboration between ASEAN member states in preserving their shared natural heritage.

REGIONAL STAKEHOLDERS CONSULTATION IN ASIA
A NATURE-POSITIVE TRADE FOR SUSTAINABLE
AGRICULTURE SUPPLY CHAINS AND INCLUSIVE

2.Biodiversity based products projects (BBP) 2015-2019 for promotion of BBP for the improvement of

livelihoodsandbiodiversity protection. Results: 7 value chains were promoted in Cambodia (vine handicrafts,
black ginger created suitableness linkages), Lao (bamboo products - reduced loading, poaching with
regular incomes), Viet Nam (medical plants and vegetables created premium incomes), many lessons
learnt for improvement

.Small grants programme (2014-2024) supported by KfW : Building financial and technical solutions.

Results: Myanmar - mangrove restoration through cash to work intervention: Communities living around
the area produced mangrove seedlings that will be used. Viet Nam - 10 micro grant projects including
composting, awareness raising etc. 18 small grant projects. Indonesia: Enhanced skill and capacity of
women of target villages (e.g., bamboo handicraft, bee farming, eco printing), Produced 25 new products
(including coffee, ginger powder, honey products, bamboo chips etc.) and 3500+ beneficiaries involved
in development activities, Reduction of illegal grass grazing, improved capacity in admin and financial
management of the cooperatives, New income generated through skills acquired such as honey and fish
products, livestock feed, etc.
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Establishment of an academic center that produces cross-disciplinary science for
sustainability

 IPB centre for transdisciplinary and sustainability science focusing on the development of sustainability
science.

« Works to understand the dynamic system of human as the core in facilitating design, implementation and
evaluation of farming practices.

» Orientedto producing strategic solution for complex environmental as well as sociocultural ecological issues,
specifically linking up frontier sciences to traditional knowledge

WHaT ARE Tne PROPOSED
oWThoNS To AGUEVE

» Involves diverse stakeholders such as local communities, private and public institutions, academia among OUE- LOMMON  Visiow

Fr M0 ?

TRALEAAUITY

others.

» Outputs includes research and knowledge products, trainings and community empowerment programs
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The vision for sustainable trade In
agriculture commodities In the region

zlcole! o S

Respecting Sustainable Production Market-based Benefits - Fair system Access to Communication
smallholders’ and consumption - system - land compensation distribute fair - Ensure fair finance - bottom-up
local communities’ increase incentives legality, forest scheme for benefit sharing. distribution - provide and top-down
rights and for sustainable protection ecosystem of costs and better access communication.
environmental palm oil, protection, risks as well to existing

justice premium price eco-label as burden. financing.
with multi for global and
stakeholder also domestic
collaboration. market

Source: CIFOR consultation report, compiled based on notes from regional consultation discussions
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Enabling conditions for achieving
the vision for sustainable trade
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* Bringing sustainability terms in trade to the ground with
respects to the prioritized needs of smallholders such as
legality of the land, methods of farming practices etc.

* Role of traditional and digital methods is important in scaling
up the access to markets and financial supports.

» Policy solutions are needed for making supply chain
Information available and a kind of environmental trust funds
revitalized, including for commodities that are not so advanced
such as coconuts and spices etc.

» A traceability system designed to support smallholder ensuring
the industries’ sustainability and regulation compliance.

* There is a need to harmonize different standards for market
access and financing supports
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Ways forward —
Conclusions and take

aways

This can be driven by :

Consumers (corporate consumers using imported
primary inputs for further processing and end
consumer): Making responsible choices, demand
for sustainably produced products

Public sector (Ministries, public-sector
undertakings, governmental services such as the
military, law enforcement, infrastructure, public
transit, public education, along with health care):
Adopting sustainable public procurement based on
sound criteria and rules supporting sustainability,
market incentives such as through fiscal and trade
policies.

Civil society, media, academia: promote collective
actions and connect the dot of small but impactful
initiatives

Ensure sustainable
practices by small and
large producers

This can be driven by:

Collaboratively  building  and  harmonizing
sustainability concept and definitions

Districtgovernments: Thesubnationalgovernments
can boost the role of NGO/CSO facilitators currently
supporting small holders on a voluntary basis by
institutionalizing and further strengthening their
role to address tenure conflicts, traceability data
streamlining and storage etc.

Private sector (large producers, supply chain
actors): implementing sustainable practices, more
transparency and traceability in their supply chain
activities, use of existing registration data for
traceability solutions

Public sector (regulatory bodies, ministries):
Enforcing enhanced accountability frameworks

and regulations
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Address and avoid trade
barriers along supply
chain

This can be driven by :

All stakeholders: Taking a value chain approach
establishing scientific evidence

Public Sector (National governments, trade policy
makers): Protective measures taken unilaterally
without proper consultations can be challenging,
and bilateral support for resources and technical
capacity maybe supported.

Reforming perverse incentives based on evidence,
especially environmentally harmful subsidies

Smallholders: moving to improved and innovative
business models

Producers, supply chain actors: Uptake of digital
solutions to increase transparency and reduce
bureaucratic burden

Fair benefit-sharing along
the supply chain

This can be driven by :

Producer’s associations,

cooperatives, public sector:
Empowering smallholder farmers through capacity
building and provide better access to existing
flnancing schemes or create alternative financing
schemes.

Public sector (trade, fiscal and environmental
policy makers): Reforming perverse incentives,
especially environmentally harmful subsidies
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TRADEHUB.EARTH

trade@unep-wcmc.org

To learn more about UNEP Environment and Trade visit: unep.org/explore-topics/green-economy/what-we-do/environment-trade-hub
or contact: Beatriz Fernandez at beatriz.fernandezhernandez@un.org

The TRADE Hub is funded by the UK Research and Innovation’s Global Challenges Research Fund (UKRI GCRF)
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