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I. Background 

1. The ‘private sector’ captures both large and small commercial activities independent of the 

government. In this sense, it can refer to both small scale forest enterprises (SSFE) and the corporate 

private sector. The term ‘small scale forest enterprise’ used in this paper encompasses community 

based-forest enterprises, individuals and forest smallholders involved in the commercialization of 

forest products (e.g. timber, non-wood forest product). Although they often operate informally with a 

low level of investment, SSFEs are an important part of the private sector.  

2. SSFEs play a critical role in the improvement of local livelihoods and the fight against 

poverty. They generate a number of benefits to the local communities and national economies, 

including employment, capital accumulation, empowerment, investment in public goods and 

conservation of forest ecosystems. This is particularly important for marginalized forest dependent 

communities. As stressed during the XIV World Forestry Congress in 2015 in Durban, indigenous 

peoples, local communities and family smallholders who are mainly involved in SSFE manage a third 

of the world’s forest and collectively, they represent the world’s largest investors in forests. Despite 

their importance in both managing forest resources and creating other benefits, SSFEs face a number 

of obstacles impeding their successful development.  

3. FAO’s Strategic Objectives, particularly 3 and 4, provide a corporate framework for 

empowering governments and relevant stakeholders to, inter alia: 

 Promote and implement pro-poor approaches, policies, programmes improving access to and 

sustainable management of natural resources; 

 Provide poor rural producers and households with appropriate technologies and access to 

knowledge, inputs and markets; 

 Support public and private investment institutions to increase responsible investments in 

efficient and inclusive agri-food systems. 
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FAO Forestry, in cooperation with other departments and regional offices, works to implement pro-

poor activities worldwide to ensure both forest resources and the people that depend on them thrive. 

Such activities include work with community-based forest enterprises and work of the Forest and 

Farm Facility (FFF), which focuses on strengthening forest and farm producer organizations.  

4. At its 22
nd

 Session in 2014, the Committee on Forestry (COFO), recommended that FAO 

support countries particularly in: 

 Strengthening forest-based industries, and community-based forest organizations, in order to 

raise the productivity and efficiency of the entire forest sector; 

 Promoting public private cooperation, for capturing better comparative advantages in 

producing innovative forest products. 

5. Since 2012, Forestry has been conducting regional programmes to support SSFEs by inter alia 

conducting stocktaking exercises with stakeholders in Latin America in 2014
1
 and convening a similar 

workshop in Cameroon this November 2015. In addition the Forest and Farm Facility will continue to 

facilitate investment for smallholder forest and farm producer organizations worldwide. FFF’s work in 

10 countries has already shown proven successes in enabling the organizations to access finance, boost 

productivity and sustain livelihoods in rural areas.  

II. Enabling factors for the involvement of corporate private sector in SSFE 

6. Three key prerequisites are to be met to facilitate corporate private sector investment in 

SSFEs: the return on investment, the risks and the transaction costs which should be at an acceptable 

level in order not to diminish the profit expected from investment in SSFE.  

7. An enabling environment conducive to the involvement of the corporate private sector in 

SSFEs requires the existence of robust national policy, regulatory and institutional frameworks that 

secure forest tenure and forest management rights for individuals, community groups and forest 

smallholders. It also requires the existence of a business environment which offers accessible credits, 

affordable technologies and market information for individuals, community groups and forest 

smallholders involved in SSFEs.  

8. Even in countries where legal and regulatory frameworks are in place that are favorable to the 

involvement of the corporate private sector in SSFEs, the procedures are often complicated and costly. 

Such frameworks need to be improved and/or enforced to simplify bureaucratic procedures and offer 

adequate financial incentives for SSFEs (e.g. tax break for startups). The corporate private sector is 

likely to invest in countries offering enough incentives and opportunities for SSFEs and with a low 

level of risk or an enabling environment that can mitigate potential risks. 

9. The involvement of corporate private sector in SSFE can take various forms, including 

partnerships with individuals, community groups, and forest smallholders. Such partnerships could be 

around a specific product (e.g. timber) or around all valuable resources from the forest (e.g. timber, 

NWFP, other ecosystem services). The second form of involvement is through investment in specific 

services along the value chain (e.g. harvesting, transport, processing, market information, training, 

communication technology). Finally, public private partnerships can be developed to address SSFE 

needs.  

III. Challenges and opportunities 

10. In many developing countries forest policies tend to put the emphasis on forest concessions 

and forest industries with a minor interest in SSFEs, while the domestic markets of these countries are 

                                                      

1
 More information on Forestry events related to community-based forest enterprises can be found on: 

http://www.fao.org/forestry/enterprises/25501/en/ 
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driven mainly by timber and non-wood forest products (NWFP) produced by SSFEs. Similarly, the 

access to credit and funding are in favor of forest concessions and forest industries rather than SSFEs.  

11. Many SSFEs face several barriers, including insecure tenure, weak institutional support, and 

complex legal systems (e.g. complex procedures, regulations).  The SSFEs lack long term vision and 

planning, and they invest mainly in basic harvesting and processing Moreover, they generally operate 

in a high risk environment with a skeleton staff engaged in low skill activities.  

12. In general the SSFEs are isolated and disadvantaged by limited access to information and 

financial and business development services. Equally, they face difficulties to access markets and 

technologies that will improve their production and productivity. Investments in affordable small scale 

machinery (e.g. harvesting, processing) would boost the production and value addition of SSFEs.  

13. The majority of community groups, individuals and smallholders involved in SSFEs lack the 

capacity and skills to negotiate with the investors and corporate private sector. They also lack skills to 

develop business plans acceptable by the banks for access to credit. Yet, they represent good business 

opportunities, especially when adequate risk assessment and mitigation strategies are put in place. The 

SSFEs offer interesting value addition opportunities and the corporate private sector can help optimize 

the opportunities by investing in profitable value chains. 

14. In order to capitalize the above opportunities, there is a need to strengthen entrepreneurial 

skills of individuals, community groups and smallholders involved in SSFEs, particularly in business 

management, communication technology, market information, organization and commercialization of 

forest products. The development of SSFEs, in the context of globalization, depends more on the 

ability of those involved to adapt to changing markets, technological innovation and their capacity to 

optimize the value chains in which they take part, as well as and to mitigate and manage risks.   

IV. Points for consideration 

15. Mobilizing corporate private sector investment in small scale forest enterprises (SSFE) 

requires the existence of an enabling environment for SSFEs. In order to create such an environment, 

countries may wish to: 

 take concrete action to make forest policy, law and institutions more conducive to SSFE and 

provide sound risk mitigation measures to encourage the corporate private sector to invest in 

the production, processing and value addition of forest products;  

 promote private sector dialogue with individuals, community groups and forest smallholders 

to explore possibilities of partnerships and collaboration that will boost SSFEs; 

 request FAO to provide technical support to countries to create an enabling environment for 

SSFE and capacity building of community groups, individuals and forest smallholders to 

improve their organizational, business and entrepreneurial skills to develop sustainable SSFEs. 

 

 

 

 


