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Title of Workshop 

The Private Sector's role in Fighting Corruption in the Wood Supply Chain: An example from Russia
Moderator  

Dr. Reinier de Man, International Consultant for Sustainable Business Development
Rapporteur 
Krina Despota, Transparency International Secretariat
Panellists 

Pirjetta Soikkeli: Communications Director, Sustainability, Wood Supply, Stora Enso

Florian Nehm: Sustainability Officer, Axel Springer

Elena Panfilova: Executive Director, TI Russia

Summary (300 words)
	This session examined the actions that private sector actors can take to fight corruption and improve transparency in the supply chain.  Discussion rested on an in-depth examination of a single case study in which Axel Springer (one of Europe’s largest newspaper publishers) collaborated with Stora Enso OYJ (a Finnish paper manufacturer), two Russian logging companies (from the cities of Tikhvin and Chalna), three other paper customers (Time Inc., Random House Group UK, Tetra Pak) and Transparency International. The project focused on three priority areas: business practices, labour safety and environmental issues.
Transparency is necessary in the wood supply chain for a number of reasons. Corruption in forestry leads to poverty, lost incomes, underdevelopment and a lack of sustainability in the forestry sector. This is no small problem. A WWF report finds that EU imports and export of illegal wood ranges between 23 per cent of wood based products imported from eastern Europe, 40 per cent from South East Asia, 30 per cent from Latin America and 35-55 from Africa. 

Florian Nehm, Sustainability Officer of Axel Springer and Pirjetta Soikkeli, Communications Director of Stora Enso outlined the successes and setbacks of this initiative and discussed the benefits of taking proactive steps towards transparency in the supply chain, specifically with the enhancement of corporate social responsibility commitments and the ability to anticipate and be well-prepared for regulations that mandate greater transparency from suppliers. 
The case study was also assessed by Elena Panfilova of TI Russia, who applauded the efforts of those involved and the success of the project. She was nonetheless sceptical of the lasting effect such initiatives can have in the absence of reforms to confront deep-seated corruption exacted by Russian authorities. 
The panellists discussed lessons learned, possible next steps, and more broadly, the extent to which private sector actors should take responsibility for addressing corruption in the countries where they do business. 

	Summary of presentations (300 words per panellist)
Moderator Reinier de Man opened the panel discussion with an introduction of the panellists and the problem they confronted: Corruption in the Russian forestry sector leads to unsustainable development and a stunted industry, as well as lost tax revenues and diminished incomes. De Man outlined the paper supply chain: Forestry, to the Timber Trade to Paper Making to Printing and finally Publishing. 
De Man spoke of continuing public pressure from consumers who are increasingly asking the market for guarantees that companies are acting responsibly and demanding the same of their suppliers. This public pressure makes fighting corruption a tangible business interest. Weak governance at the supply side contributes to corruption in the supply chain and makes quality and reputation a serious business risk for all involved. 

De Man explained that the discussion would be limited to the practical project undertaken by Stora Enso, Axel Springer and other players to limit corruption in the wood supply chain in two Russian towns. De Man regretted that while the workshop included two representatives of the private sector and one from civil society, he was unable to obtain a panellist to represent the perspective of Russian forestry companies and authorities.  

Florian Nehm presented a short film, ‘The Tikhvin Chalna Project’ that illustrated the process by which Axel Springer, Stora Enso, Transparency International and other actors had worked with two Russian wood suppliers (from Tikhvin and Chalna) to create traceability and diminish corruption in the wood supply chain. The purpose of the project was to create an interface between customers, wood suppliers, and producers, creating benchmarks for supply chain integrity, including labour safety and anti-corruption aspects. 
The project sought to create holistic development in the supply chain, looking at matters of transparency, as well as issues of sustainable forestry, health and safety for workers and community development, as logging companies play a vital role in helping local communities develop infrastructure such as roads, schools and homes. 
Explaining the roots of the project, Nehm said that previously Axel Springer had been in discussion about ecological issues with Greenpeace and WWF which challenged Springer as to what they knew about their paper’s origins, an important question for a publishing company. More recently labour safety and anti-corruption issues were added to the agenda.
Axel Springer then worked with Transparency International on how to approach the topic, and later began lobbying their suppliers, including paper companies like Stora Enso to enhance transparency. This lobbying took place through a series of personal meetings and with the careful identification of the most promising partners in Russia (based on factors including commitment, location, levels of English, etc). 

Nehm emphasised that the actions of Axel Springer are only an initial step, and welcomed suggestions from TI Russia particularly as to how to develop broad and lasting change on the Russian side of the supply chain. He further emphasised that the philosophy of Axel Springer has been to take the first steps and develop programmes rather than trying to get entire industries onboard. This approach, Axel Springer believes, is more proactive and efficient than waiting for trade groups to organise. 

Pirjetta Soikkeli emphasised that traceability of wood products has been an important issue for Stora Enso since the 1990s. Over 90 per cent of the company’s wood is covered by third-party certified traceability systems. Contracts with suppliers must comply with national laws and specify wood origins and internal audits are carried out regularly to assess environmental, labour and harvesting standards. 

Soikkeli stated that in 2000, Stora Enso was approached by clients concerned about the business practices of Stora Enso’s Russian suppliers. From 2004-2006 Stora Enso, along with customers Axel Springer, Random House Group UK, Time Inc., Tetra Pak and civil society actors, worked to improve transparency the Russian supply of wood products. 
The project, known as ‘From Russia with Transparency’ focused on environmental issues (such as forest management), labour safety (such as new logging technologies) and business practices. Focusing on the forestry companies in Tikhvin and Chalna, the project aimed to implement and monitor best practices in business. The Stora Enso subsidiary Russkiy Les (Tikhvin) undertook, inter alia, a gap analysis of management systems, a risk assessment of business activities, participation in the updating of Stora Enso’s guidelines and the implementation of IT systems and technical tools for monitoring. 

Soikkeli echoed Nehm’s sentiment that the project benefited from the forward-looking company initiative. Stora Enso considers the project to be a valuable learning process and a starting point that other companies might follow. Nevertheless, she agreed that there are elements that can be improved. 
There are also questions about how much responsibility a profit-geared company should take. For instance, the Stora Enso definition of ‘legal wood,’ as wood that is obtained without violating local laws, may seem too broad for anti-corruption advocates. As Soikkeli emphasised, business can help fight corruption, but this is not its primary purpose. 
Elena Panfilova commended the work of Stora Enso and the achievements of the ‘From Russia with Transparency’ project. Yet Panfilova cautioned that one must recognise that Russia is systemically corrupt. The Minister of Interior recently said that 70 per cent of Russians paid a bribe in the last year. Panfilova further noted that the Russian Ministry of Natural Resources shared 5th place as the most corrupt ministry in Russia. 
Even if Russian businessmen recognise and adhere to best practices, institutional corruption and extortion exacted by authorities remains the greatest obstacle. In Russia, one out of every two businesspeople considers him or herself to be subject to external pressure for extortion. 

Panfilova did not believe that business guidelines or codes or conduct will save Russian business from extortion, since at least 32 types of authorities are in a position to visit businesses and extract bribes. What is possible, however, is for businesses to stick to their goals for best practices, while acknowledging the vulnerabilities they face in an environment of entrenched corruption. Panfilova also warned against ‘projects’ or ‘initiatives’, which in her experience often take too a view too short-term to affect lasting change. 
Good business practices rely on cooperation from authorities if they are to be properly enforced. To this end, Panfilova suggested that there should be joint pressure from the media and the business community to hold Russian authorities accountable. She cited as a past example Ikea’s public refusal to pay bribes to establish a store in the country. 

Panfilova offered some suggestions for working with regional administrations, namely helping authorities see the value of anti-corruption policies, and facilitating this process in a manner than gives authorities ownership over the development of such policies. Country-tailored approaches towards tackling corruption in supply chains also must be considered. 



Main Outputs (200 words, narrative form)
	The following are outcomes rather than outputs.

The main outcome of the panel presentations and subsequent discussion reinforced the notion that the efforts of Stora Enso, Axel Springer and others working on improving transparency in the Russian wood supply chain, show a road forward. All parties nevertheless agreed that this only represents a first step and one that faces serious obstacles towards deep and lasting change. The primary road-block comes in the form of systemic corruption within Russia, primarily in the form of corruption on the part of Russian authorities. 

Axel Springer particularly welcomed input into what next steps the company could implement to improve and expand upon the ‘From Russia with Transparency’ initiative. Stora Enso continues their best practices policies but emphasised that as a company geared towards making profit, their efforts may not always meet the expectations of organisations singularly focused on fighting corruption. 
While more collective and systematic efforts are needed to improve transparency in the wood supply chain, the panel agreed that the motivation and forward-thinking shown by the involved players was commendable, and preferable to waiting for trade associations or governance bodies to organise. These companies can develop their initiatives and encourage others to follow.




Recommendations, Follow-up Actions (200 words narrative form)
	The panellists identified a number of recommendations and next steps that build on the efforts they have already made to improve transparency in the supply chain.

Firstly, anti-corruption policies must be established and must be respected by authorities. Local authorities may offer the best point of entry, especially if these same authorities feel that they have played a leading role in the development and implementation of anti-corruption policies and feel personal ownership for their success. Civil society can help facilitate this process. 

Secondly, rather than waiting for large initiatives from trade associations or regulations from governments or multilateral organisations, the panel recommended that businesses act on their own initiative to establish best practices, move ahead of the curve, and become advocates-by-example on anti-corruption policies. 

Thirdly, Nehm welcomed any assistance TI Russia could offer to identify regions where authorities might be more willing to work with businesses on increasing transparency in local sectors. Regions may have a positive interest in fighting corruption as part of their regional branding strategy; making the region attractive for high quality investments. 
And finally, Panfilova also suggested that as a next step the anti-corruption community must work harder to push their message beyond their immediate circles, and so expand the discourse and the players that are involved. 


Highlights (200 words please include interesting quotes)

	This is a starting point…This is a way of teaching people, of gaining experiences from customers, from TI…It brought insight into the ways we operate, but we still need external inputs on how things could be improved. And we still admit that there are things to be improved. (Pirjetta Soikkeli)
People who are already committed are here at the conference, so there is a huge world—98 per cent of governments, businesses and people who are either not aware or don’t agree…The idea is to bring our experiences outside. That is the task, how to show others. The strategy should be more focused to those people. Companies who are working on anti-corruption never go back. (Elena Panfilova)

[Axel Springer] believes in fast horses. If we started with the [trade] associations we would not be a meter from the starting point…The Axel Springer reaction is that we don’t wait for the legislation, we start early. (Florian Nehm)

These fast horses have to be used, even if sometimes you go into the wrong direction. Move and you will discover. The fast horses are the first step and we need more systematic, more collective, and more stakeholders in these sorts of initatives…we can contribute and others will follow. (Reinier de Man)



Signed
Krina Despota
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