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Executive Summary

1 Background

The African Blackwood treenfpingo in Swabhili) is one of the most valuablienbers in the world. Dark,
lustrous heartwood makes it the medium of choice for wood carvers and strong international demand comes
from producers of musical instruments including clarinets, oboes and bagpipes. Extensive demand and poor
forest management fmushing it towards commercial extinction in much of East Africa where it is found in
greatest quantities.

Underresourced governments in the region lack the ability to enforce their own regulations, and illegal
logging is widespread. Instead governmemésstowly devolving the responsibility for managing the forests,
together with the attendant benefits, to poor rural communities. Sustainable management of these forests
would thus have substantial benefits for both the environment and poverty alletdati@ver, in order to

get the best price for their timber communities need to differentiate it from wood sourced from other areas.
Guaranteeing a fair price for communities and ensuring environmental best practices in management can be
ensured by supplemeangg community forest management with certification by the Forest Stewardship
Council (FSC), so that products can be labelled as made from blackwood which has been felled sustainably
from communitymanaged forests, and for which a fair price has been paid.

Founded in 1995, the Mpingo Conservation Project (MEgistered Tanzanian NGO Nb739, has been

carrying out practical work to develop Participatory Forest Management (PFM) inesidrn Tanzania

since 2004 MCP is working in partnership with theni@ronment Africa Trust (EAT, UK Charity No.
1025443 i n order to develop new opportunities in fai
vision is to continue to develop the work in Tanzania, securing long term livelihoods for the forest
communities based upon sustainable management of their forest resources.

In July 2007, EAT was awarded a Project Development Grant (PDG) from funders Comic Relief to develop
the processes required for certification of community managed forests in Tanzamisastdinable trade
between communities and enders in the UK. This report is an output from that workas$esss the

supply chain and economic issues related to such a trade. In doing so thbuigertporongoing work by

MCP, EAT andother partnes in both the UK and Tanzania in the development of a sustag#iside in
African blackwood from community managed sources

2 Key Findings

Looking at the source of supply (the forests and the communities managing itheas) been possible to
gaina greagr understanding of how the economics of the supply chain must impact upon those communities
positively (and significantly) if it is going to be feasible long teEAT & MCP carried out profit and loss
analysis of various scenarios, which enabled us ttenstand the viability of the trading system for the
communities themselves. A premium on the retail price will be essential, and this will need to be reflected in
the profit margin at each stage in the supply chain, which should therefore be kept as poggibleThe

price premium on the more expensive, top end of the odwoe: clarinet will yield the biggest benefits for
producer communities withroportionallylower markups required thafor cheaper instruments.

The research also provided an opipoity to understand what ttehain of custodywould look like under
certification.MCP will act as a management body overseeing and monitoring individual community forests

to ensure that they meet both ecological and social requirements related tméoragementnd to ensure

they get the best aczamesin terms of economic yield and social development. The loggers union will work
under MCP6s supervision to ensure adheontwhirctke t o &
logging process.

Logs are purchased direct from the village by the sawimMCP have identified an initial partner sawmill
who are keeni and who will have their own chain of custody certificate, as will the appropriate import
export agencies. Manufacturers will also requirghain of custody certificate, possibly obtained through a
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cooperati ve buyer sPioviding tbeunarginsare adeqlate; staketaiders a each stage in
the supply chain appear willing to devote resources to this process, statifig thae isitight to do s

Our findings indicate that the supply chain is likely to take an absolute minimum of just under two years
from village to point of sale (of a musical instrument). Assuming a first harvest in November 2008, by which
time MCP expectto be FSC certified, the first UK instrument sale will be October 2010. The longest stage
in the supply chain is that when the wood is left to dry out (seasoned) by the instrument manufacturer, which
can be up to five years.

Page 5 of 23



Fair Trade for African Blackwood Blackwood Supply Chain & Market Economics

Context

Natural resources atbe most valuable assets of most developing countries; the recent global commaodities
boom has significantly boosted the economies of countries throughc@®asaian Africa. However often

the benefits of exploitation are captured principally by econondcpatitical elites, with little trickle down

to the communities living in, on and around the natural resources being exploited, and who typically remain
mired in poverty.

One potential solution to this problem is commuitised management of natural reses, which has been

tried and developed across the global South over the last twenty years. Repeatedly, the biggest challenge has
been to ensure real and direct benefits to the rural communities who are being passed the burden of
management responsibilityrhis is no different in Tanzania, where a programme of Participatory Forest
Management (PFM) has achieved noteworthy successes in giving rural communities rights over their local
forests, but thus far few communities have realised significant finaneiegfits. Poverty is widespread in

rural Tanzania, and PFM must contribute to community social and economic development in order to be
relevant.

The most valuable species found in the forests of seagkern Tanzania &frican Blackwood Dalbergia
melanoylon), also known asnpingoin Swahili andgrenadillain Spanish. lis a highlyvaluable timber in
international trade which is used in the manufacture of high quality musical instrurtrertse UK,
blackwood is used in the manufactureotdrinets, obog, flutes, recorders, whistles, smallpipes and
bagpipes.In Africa, it is used extensively for the production of carving$e first step to ensuring a
sustainable supply of blackwood in future is to ensure it has a market, guided through a secur&aimpply c
Another step is to entrust the management of blackwood stocks to communities in Tanzania who will benefit
from a sustainable trade in this timb&mne cubic metre of billets can fetch up to $18,000 on the export
market, making it one of the most vahle timbers in the world. The Mpingo Conservation Project (MCP)
was formed to leverage that incredible value for the benefit of local communities. However illegal logging is
widespread, with some 96% of timber emanating from the region not properhelicens

Communities wishing to manage their own forests must thus compete in a market flooded by unrealistically
cheap timber. The project therefore seeks to supplement PFM with certification by the Forest Stewardship
Council, so that products can be labelfsdimade from blackwood which has been felled sustainably from
communitymanaged forests, and for which a fair price has been paid. Musicians, thereby able to distinguish
ethicallysourced instruments, will be able to support the industry in improvimgatgices through buying
power. At the same time communities will benefit from the substantial revenues that they can earn from
selling logging rights, the profits of which can be invested in logadigritised development actions for the
benefit of all ommunity members.

In musical instrument manufacture worldwide, blackwood is used principally in the manufacture of
woodwind instrumentsAccording to Jenkingt al (2002) the fisingle most important export market for
African blackwood timber is that to gply manufacturers of musical instruments, principally woodwinds
and particularly clarinet$ut also oboes, bagpipes, wooden flutes and, in lesser amounts, other instruments
or their parts 0

The manufacture of musical instruments is a precise entegmides such, according to Cumine (2006)
manufacturers are demanding custom&es)ing only the darkest wood, and billetdich must be free from

faults that would cause the wood to split on the latl@nsequently only a proportion of blackwood billets

may be used to make musical instruments. Because of the high level of work required in making an
instrument, purchasintpetimberrepresents only a small fraction oettotal cost of an instrument (up to 6%

of the retail valugandas suclthere is consigrableopportunityto increase the cost of the raw material with
minimal impact on the final price, at least within a niche market.

Page 6 of 23
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Understanding the Supply Chain

EAT and MCP aim to deliver a sustainablesupply of certified blackwood to musical instruhen r et ai | e
and their customerby influendng both the supply and demand aspeatsthe supply chaini.e. from

boosting capacity to communitieésroughto campaigning in the UK to appeal to musicians and retailers.
Consequently an explanation of the glypchain is given here in full before assessing in greater detail the
retail market.

The supply chain begins with community managedsisréen Tanzaniaand moves througla process of
harvesting logs which arturned intdillets, shipped and made into sical instruments.

Figure 1: From Forest to Retail: Stages of Supply Chain

Village Sawmill &
Forest Export

Source: EAT/Kilimanyika SOUND & FAIR

1 Communities and Forests

A recent report, edited by Duncan Macqueen of |IEms up theealities that face many forest dependent
people in developing countries such as Tanzania.

Forestdependent people face both poverty and marginalisation. Their difficulties are often

much broader than low incomes. They have to do with powerlessness anditns¢éhe
absence of 6decent d wor k, geographical and s
resources on which they are particularly dependent, and cultural disintegi@ii€in, 2007)

In the forests of Kilwa district, timber is the most importaommercial product with the potential to
generate far greater financial yields than Non Timber Forest Products (NTFPSs), especially given the lack of
valueadd activities in the area. However, simply selling the timber is not a simple matter and reguires th
right social and economic conditions if it going to beaable proposition. As IIED notédicommunity forest
producers must match what the buyer wants, often in competition with other more powerful, better informed
and financed enterprise)lED, 2007

Rural poverty is entrenched in Kilwa District where the supply chain begins. Some 35% of households in the
district live below the poverty line, subsistence agriculture is the normmeatianhousehold income in

MCP pilot villages is under $300 per yeamostly from agriculture which is susceptible to climatic
variability. Communities greatly need alternative sources of income in order to etheaswell being and
accessocial services and new opportunities. Local timber stocks are a major potsseiafca many rural
communities, which, if they could obtain a fair price, would provide significant extra income. However, for
the most part, communities get little benefits from the timber.

In Tanzania, MCP is working with villages ¢éstablish a systeknown as Participatory Forest Management
(PFM) which once completed, provides forest dependent communities with ownership of and management
rights over specific forest areas which are found within village lands. As part of the process, village
communitieselect a village natural resource council (VNRC) to govern the village land forest areas (VLFR).
MCP is assisting several VNRCs to implement the state/dspmmsored PFM process in selected villages:
establishing village boundaries aMLFRs, conducting articipatory forest resource assessments in the
VLFRs and establishindpylaws. Although progress has been a little slow so far, MCP is working steadily
towards ensuring the target villages are ready to provide a supply of sustainably managed timbgi of a hi
quality.

Page 7 of 23



Fair Trade for African Blackwood Blackwood Supply Chain & Market Economics

Completing PFM ighe essential firsstage and usefuln itself. However achievingcertificationis another

essential process and addwther level of forest management for communitidsottn administer and gain

from. The VNRCs require Fest Management Certification if they are to produce certified timber. However,
rather than requiring a separate certificate for each village, MCP will manage a Gedifjzat, which
communities can join voluntarilyjJnderthis systemMCP takes resporsiity for administering the group,
ensuring all members adhere to the necessary standards, and monitoring their compliance. External auditors
t hen check MCPO6s sy sdétef membernedch yearsthus costsrate yeduaed and gpread
aroundthe group.

2 The Logging Process

The nextstepis the loggng process.The individuals and groups involved in logging are important
stakeholders in the supply chairdwambaliis a union of loggersworking in Lindi region. Not all the
loggers who work in Kilva District are part olwambali some work for sawmill companies directly; others
work independently, however an increasing number favour the umbrella support of.gamiich they all
contribute administration cost¥he union is based at Nangurukura small trading centre located at the
junction of the road t&ilwa Masoko on the main DarseSalaani Lindi i Mtwararoad Its members have
expressed interest in any gramme which helpprovidelongtermsecurityfor their jobs.

While it is not stritly necessary thagwambalibe involved in the certification process, it has been agreed
early discussionthat they will have role supervisingand enforcing safety standards required to obtain a
Forest Management Certificates well as logging. Skaltraining for loggers will be essential to strengthen
this aspect of theupplychain and MCP has already provided somigial training toUwambalimembers

In particular in order to develop their understanding of certificatiang rrepresentativegsdm Uwambali

along with an MCP staff member spent one week at Tan#/ativate sector plantation in Tanzania that
already practices certificatiom early December 200Tlwambalimembers were able to see for themselves

the approach taken to felling at AWat and ask questions directly of the TanWat managers. The lessons

|l earned were reinforced by a return visit to Kilw
to seU wa mb aisiing approach.

Uwambali may be an important potential partn® be involved in the certification proceasd they are
motivated by the fact thélhey mayearn more from cutting les§heyhave beempositivein discussions with

EAT and MCPabout what a certified supply chawould bring to their livelihoods and tensuring the
sustainability of the forests. However thegveexpressed concern that the number of villages under PFM
would need to be many, otherwise there would not be sufficient supply to meet demand and that particular
market would fail, leading buygiand loggers to return to current practiaadmarkets.

3 Sawmills and BilletProduction

It is important to have a good understanding of the way suppliers and dealers trade, and with whom, and that
EAT and MCPare able tadentify the mostefficient routesfrom sawmill to instrument makefhe co

operation ofanexperiencedawmill isnecessaryo successfullyranslateany harvesinto timber suitable for

the specificdemands of the musical instrumenanufacturersretailers and musiciansAccording to MCP,

the following sawmills are operational in Lindi Region and have all harvested blackwood at one point or
another:
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1 Mahmood International (sawmills in Ikwiritown, Rufiji and Dares Salaamn specialise

in blackwood

Shandrong Wood Products (Chinesenedsawmill in Kilwa Masokaown)

Boleyn (sawmill in Nangurukurtrading centrg

Sameja (sawmill in Lindi town)

Majurah (sawmill in Mingoyo, Lindi District), major exporters of blackwood

Mtua (sawmill in Lindi District, on the road to Nachingwtesvn)

= =4 =4 =4 4 =4

Rainbow Ltd are a new company with permission to establish a sawmill in Kilwa
Masoko

1 African Blackwood Enterprises (old sawmill on road between Lindi and Mtwara, new
sawmill in Dar, now harvests mostly in Tanga region)

1 Sandalwood Enterprises, based in Tanga

With the small amounts of timber involveat least initially it is likely that the project will usenly one
timber supplierEstablishedimbertrading relationships may dictate that, in selecting a sawvithl whom
to collaborateMCP will narrow the choie of distributors with whorthe partnergan work.

One or more of theompaniegeferred to abovare potential partners for the certification process. Having
assessed options for engagement with various sawmills in the regionhBM@Pentered intdiscusions

with the one sawmill ownewith hopes of a mutually beneficial partnershHiecovery rates fanlackwood

vary but are much | ower than for other woods. Th
yield 2% of timberfor top quality billetsthough when taketogether with lower grade products the sawmill
achieves yield of 2625%.

4  Export, Import, Shipping & Handling

From the sawmill, the billets are exported. They are transporteddd in a container that has been checked

and sealed byanzanian customd.he container is then handed over to a handling agent who arranges the
shipping and | ogistics for the containerds transfg
handling agent completes the process of importingytioels at a British port. Depending on the agreement,

the handler may also ensure the container arrives at its final UK destination, with the UK distributor.

It is typical that a UK buyer/distributor, which is a specialist trade with limited players,ga@ghe billets

from the sawmill, with one party taking on the handling and shipping fees. For smaller volumes,
manufactures buy directly from this distributblargemanufactures may buy direct from the sawmill and
handle arrangements themselvesthey may also work through a distributor.

5 Manufacturing Instruments

Cumine (2006) looked at manufacture who useblackwoodin the making of musical instrumentstHe
assesse@0 manufacturers who were saidlie using over 19Wof timber. According to Cumingfithe two

largest consumers were makers of highland bagpipes accounting for a combined volumg of. 1&ththe

other end of the scale those makers who intended to make one or two instruments each year using blackwood
as the fingerboard or back & sidefsguitars and lutes expedt¢o use as little as 0.0002mo
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Figure 2: Volumes by Instrument (as a Percentage

m highland bagpipes
Hohoe

M cor anglais

M chanter

M Scottish smallpipes
HEclarinet

u flute

| Ulillean pipes

W recorder

W penny whistle

Source: Tim Cumine/FFI, 2006 SOUND & FAIR

Instrument manufacturers in the UK currenthypn the region of £25 for a set of billets to make a clarinet

or oboe which will eventually retail for £2,000 and upwadsmineconcluded that there is a demand for
sustainably managed, certifibthckwoodtimber amongst sma#icaleinstrument makersiithe UK and that

the instrument makers would be prepared to pay a premium Borie manufactureevenindicated they

would be prepared to pay up to double the current price to get ethically sourced timber without being able to
pass on the higher cegb consumers

One option in whichFSGCAB maybe made available to UK manufacturexsia an FSGcertified buyers

group which manufacturers wishing to acquire KS&B have to join and pay membership fe&B.actors
involved in the chain of custody egrtified timber must themselves be certifiddnder a Group Chain of
Custody Scheme any compaiiof less than 15 staff (or less than 25 if turnover is under $100,000) may join
as a member and thus benefit from the registration which the Group hasskethblith FSC. There is
currently one such group established in the UK which operates natipnal Ox f or d Ti mber Al
(Cumine, 2006)A specific chain of custody growguch as OTAnightbe most suitabléor bringing together

small scale manufaaters The FSC price premium will bprincipally determined by thextent to which
manufacturerdelieve in their ability to pass the premium on to customira market driven pricing
mechanismThe desire of manufacturers to play their part in an ethigdetmay play some additional part,

as evidenced by the apparent willingness of some manufacturers to buy wood sourced from cemmunity
managed forests without an accompanying certification scheme.

However, the UK manufacturers usiblgckwoodare typicallysmall andare likely tohave limited resources
for supporting the campaign beyond purchasing the timbee. smaller manufacturers also have limited
ability to pay extra for the timber becausettoéir limited financial resource3 he readness of individal
UK manufacturers to adopt FSCAB and invest in their CSR tbugh the campaigmay be reducedy
spitting the limited supply of BGCAB amongst a number of small manufacturers.

In contrastjarge international clarinet and oboe manufacsimupply makets worldwide Such companies
have potential as manufacturing partn@ise principal manufacturers include:

1 ‘Yamahai A Japanese company with significant UK presence
1 LeBlanci a US owned manufacturer with French origins

1 Buffet Crampon i a French manufagrer
1

Selmeri a French manufacturer
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Discussionshould be heldvith all types of manufacturs, fromsole traders to internationebrporaions to
establish the right manufacturing relationships for the product. All routes should be explored further until
suitable arrangement can be found.

6 UK Distribution & Wholesale

Following manufacture, a range of distribution models are in operatiorsome instancesanufacturers
supply eneusersdirectly i.e. musicians ordering bespoke instruments, and alsoysspptkialist etailers.
Manufacturers also supply both wholesalers, especially in larger voluhtmesinternet has a role for many

in both supply and retailing. Some instrument retailers also offer an instrument repair service. An
instrument rental seise operates in some areas, particularly for students.

7 Retail of Musical Instruments

The penultimate stagef the supply chain is the retailer, specialist and-specialist. A survey of selected
retailerscarried out in a sister EAT repdttlarrison, 208a) gave an indication of the factors which would

both encourage and discourage retailers from trading in certifisckwood instruments. The primary
reasons which would encourage retailers to trade in certified instruments were first fair trade, adlg seco
environmental or conservation concerns. Testing a new supply route and seeking better quality timber were
also deemed important. However, the perceived extra cost of certification and the related concerns about
additional administration were cited petential reasons why retailers might not wish to trade in certified
instruments. Overall, retailers expressed a strong interest in the future product but remarked that the real
influence lies with the manufacturers and the musicians themselves.

8 Consumer the Musician

An additional sister report has been carried out by EAT (Harrigdfd), the results of which are
summarised hereBroadly speaking, classical musicians are typically highly aesthetic people, creative yet
precise in the way they play theirusic, and similarly so in the way in which they engage with life in
general. As such, the appeal of a fairly traded, certified instrument tends to fit well with the typical
musicianbs personality and pur chasinafsusdamabilitgdreo ns .
important to these consumers. Conservation and fair trade concerns are most important of all.

Consumers can be classified as professional,-perfessional and amateustudents, depending on their

levels can be regarded as bothmsprofessional and amateur. Professionals may play in symphony
orchestras, as soloists, as chamber musicians or in specialist associations such as early music ensembles
Symphony players are the most common, makingpapaps threguartersof professionawoodwind

players. Chamber musicians account for an estimated 15% of professionals whilst approximately 5% are
soloists and an estimated 5% are specialist performers.

The purchase of a premium oboe or clarinet represents a major investment and instanenesisally

repaired rather than replacdualt the wear and tear on woodwind means they are replaced more regularly
than say string instruments. Buying a musical i n
6needs & pur c haesdfora flnctpmakirsttunegnt ist obtweighed by the aspirational aspect of
buying an instrument, a purchase that makes the musician feel that not only are they investing in quality, and
they are improving themselves and benefiting their audiences bygpaxtra for a better product.

Linked to this is the critical issue of quality. It is clear from this research that to reach the requirements of a
musician, particularly above the amateur level, a fairly traded, certified product will not be enougly to sw

the potential buyer. The most important factor in deciding on a purchase is not its price, nor the origins of the
wood, nor the social and ecological impact, but the intrinsic quality of the instrument itself. Qualities of
sound, of feel, of function,na of material are all essential to the buyer. Yet if the quality aspirations and
requirements of the consumer can be nmetng demand exists for FSertified, Fairtrade and other ethical
products, sold with a price premium, especially at the top etdlofe mar ket . A product ¢
added value is a selling point. Consungeserallyareincreasinglymaking buyingdesii ons on a pr
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0 e a |, espdriallyfor premium and luxury productand FSCcertified instruments would fit well into
this picture.

In the current eceonscious consumer market, asking buyers of musical instruments to pay a small
percentage price pmgum is a realistic propositiorsome 78% of musicians questioned stated E AT 6 s
consumer research thttey are willing topay a more for a certified, fairly traded instrument, with three
guarters of them indicating they would be prepared to pay a premium of betw8B#ol T his aspect of the
research is absolutely fundamental to the viability of the project. End consumersindécated a
willingness to pay the premium that is necessary to fund the FSC certified supply chain that will deliver
increased incomes to foredtpendent communities.
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Certification of the Supply Chain

FSCob6s certification p rdged cais mintersational r gualitywtandaed i thea ¢ k n o
management and suppdf sustainably produced timbe=SC certification is often about securing market
access

Becauseof the complexity of managing the procekewever this has yet to bring similarly laggscale

yields to forest dependent communities. In theory, forest enterprises of all shapes and siaes ie@enue

by trading timber products, fuel woathd othemontimber forest productsand through sellingservices

such as tourism or carbon credithrough certification, therefore the real barriers to communities in
certifying their forests ari the capacityof forest dependent people to become successful managers, access
markets and, crucially, the ability for communities to successfully managemplex system of forest
management under certification.

Building on addressing these issues, supplying certified blackwood for musical instruments is currently the
priority for MCP for three reasons. Firshet blackwood component is a small fractidntlee price of a

musical instrument, offering a significant opportunity to increase prices with minimal impact on the end
consumer (i.e. almost zero price elasticity of blackwood) as long as those price increases can be passed on by
labelling certified infuments.Second,it is a wellestablished and well understosdpply chain, which

though extended, has only a single additional link (after the forest) in Tanzania, and with a limited number of
actors (in contrast to carvings). Thirdhetrevenueobtainalle for communitiesby this means will realise the

overall project goal of improving the livelihoods of the forest dependent people that is sustainable.

MCP will hold a Forest Management Group Certificate, asitlact asa group manager fahe different

Village Land Forest Reserveand will help calculate sustainable harvest rates. The next step involves
ensuring that each of the other parties in the Chain of Custody agrees that they will only use sustainably
harvested African blackwood and in return thgst the FSC stamp. The engbult ismusical instruments

sold with the FSQablel enabling buyers to identify it as a product from a sustainable source.

Figure 3: Certification: Forest Management & Chain of Custody Stages

* MICP have Forest Management (FM) Group Certificate
* MICP issue FM certificates to qualifying PFM Villages
Ma::é:::lent * VNRC manage the Forests with MCP providing monitoring

* Sawmiller has own Chain of Custody Certificate
* Works through Uwambali the loggers union who have certificate from MCP
S LR e Logs brought from forest and sawn into billets at sawmill

J

* Exporter, Importer, Distributor seek own CoC certificates
* Billets exported from Tanzania to UK/Europe

» UK Based CoC Group have Group Chain of Custody Certificate
* Individual manufacturers pay membership to CoC group
* Orlarger manufacturer has own Chain of Custody Certificate

Source: Kilimanyika Research/MCP SOUND & FAIR
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Supply Chain Economics

1 The Source

MCP has modelled different approaches to managing the timber stocks found in Kilwa Mistkatg any

firm data to the contrary MCP used 100 yearthasrotation period in the models when in fact80years

may be perfectly feasible. Over the five year period covered by a typical VLFR management plan MCP has
calculated that 9.4% of medium sized trees and 5.8% of larger trees can be sustainablip&mgeting on

the overall proportion and volumes of medium and large trees this will generally work out around 1.5% by
volume per year is a sustainable har¢dsEP, 2007)

Figure 4. MCP pilot area, showing boundaries of each village, and location of VFLRs.

Source: MCP SOUND & FAIR
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