Towards

an enabling
environment
for small forest
enterprise
development

Small forest enterprises represent a promising
option for contributing to poverty reduction
and resource conservation through sustain-
able forest management. Their development
into economically viable businesses requires
an enabling environment in terms of laws
and policies that promote legal access to the
resource base, provide incentives for sound
forest management, support value addition
and promote the formation of human, social,
physical and financial capital for effective
forest and business management.

An International Conference on Small and
Medium Enterprise Development for Poverty
Reduction: Opportunities and Challenges in
Globalizing Markets, held in Costa Rica from
23 to 25 May 2006, brought together nearly
200 experts, practitioners and business and
community leaders from around the world to
discuss institutional and policy options for
promoting more viable and sustainable small
forest enterprises in Africa, Asia and Latin
America. The conference was organized by
the Tropical Agricultural Research and Higher
Education Center (CATIE) and FAO, with the
support of the Interchurch Organisation for
Development Co-operation (ICCO), the Center
for International Forestry Research (CIFOR),
the Rainforest Alliance, the Inter-American
Development Bank Multilateral Investment
Fund (IDB/MIF), the Netherlands Develop-
ment Organization (SNV) and the Regional
Unit for Technical Assistance (RUTA).

Subsequently FAO, CATIE, the International
Institute for Environment and Development
(IIED), SNV and ICCO produced a policy
brief outlining the challenges to the promo-
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tion of viable small and medium forest enter-
prises and the role that government and non-
governmental agencies, as well as the enter-
prises and their business partners, can play
in the process.

Major conclusions of the conference and

policy brief

Governments can take important steps
to strengthen small forest enterprises to
reduce poverty. They can start by granting
and enforcing legal access to forest resources.
Curbingillegal logging and unsustainable har-
vesting of non-wood forest products (NWFPs)
will reduce unfair competition. Simplifying
bureaucratic procedures for registering small
enterprises can reduce costs and enhance
value-adding opportunities. Financial incen-
tives, including tax breaks for small start-ups,
and local and/or green purchasing policies
can also help.

Small enterprises can improve their com-
petitiveness in national and international
markets for forest-based products. Upgra-
ding technical, business and financial capaci-
ties and creating specialized institutions for
business management helps add value to
timber and NWFPs, reduce production and
administration costs, facilitate new business
partnerships and provide a basis for negoti-

ating more favourable terms of trade. Organi-
zing associations may facilitate the upgrading
process.

Coverage and quality of business develop-
ment services can be improved. Special
emphasis needs to be given to training and
education to ensure a critical mass of rural
business development service providers.
Market-based mechanisms for delivery of
these services are essential to ensure their
impact and sustainability.

Financial services are critical for the cre-
ation and development of small forest
enterprises. Specific credit lines and related
services and mechanisms need to be deve-
loped according to the needs and nature of
these enterprises.

Non-governmental organizations (NGOs)
and development agencies can strengthen
the capacities of small forest enterprises.
Facilitating access to market and technical
information is a priority. Communication
networks can be funded to improve infor-
mation flow, stimulate company—community
partnerships, facilitate access to trade fairs
and presenttechnical, business development
and financial services. NGOs and agencies
can facilitate multistakeholder negotiations for
better policies and business environments and
help manage conflict. Support is often also
needed to obtain access to niche markets (e.g.
for certified timber or fair-trade NWFPs) and
to improve marketing and negotiation skills.
NGOs, developmentagencies and commercial
providers of business development services
should try to avoid overlapping efforts.



