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Terms of Reference for the Research on Value Chain
1.
 Background

1.1
The Forest Sector Code
The Forest Sector Transformation Charter process originated from the B-BBEE Act, No. 46 of 2013 as Amended. It was launched in 2005 and developed through a Steering Committee. The then published Sector Code was revised and an Amended FSC was gazetted in April 2017.  Its main objective is “to extend economic opportunities and benefits of Forest Sector to the previously disadvantaged black groups”. The Sector Code applies to growers, contracting, fibre, sawmilling, pole and the charcoal sub-sector.

The Forest Sector Code contains the following key elements;

· A set of objectives and key principles to guide the B-BBEE programme in the Forest Sector;

· A summary of challenges facing the sector;

· The B-BBEE scorecard and targets that serve as tools for setting transformation standards. The scorecard is also used to give the BEE status of individual Forest enterprises;

· Undertakings (also referred to as instruments or obligations) by Government and Industry in consultation with Community and Labour. These undertakings list the actions to be undertaken to enable the Forest Sector and individual enterprises to achieve their B-BBEE targets; and

· An agreement to establish a Forest Sector Charter Council to oversee and report on the implementation of the Charter.

1.2 The Forest Sector Charter Council

The Forest Sector Charter Council (Council) was launched to facilitate, encourage, support, monitor and report on the implementation of the Forest Sector Code. The Council is also expected to inform stakeholders about the opportunities and obligations as presented by the Code. Council has been operating as a section 21 company since its initiation. The Council reports on compliance with the Sector Code to the President’s BEE Advisory Council and Ministers of Trade and Industry and Agriculture, Forestry and Fisheries and to the newly established B-BBEE Commission. 
2.  Purpose of the Research on Value Chain  
The South African forestry industry is characterised by a high degree of vertical integration. Many owners of the primary resource (plantation owners) are also secondary and tertiary processors. This monopoly of resources and means of production poses a threat to achieving the targets set out in the broad-based black economic empowerment framework which seeks to give previously disadvantaged (black people) sustained access and participation and ownership of the economy. 
While patterns of wealth and economic advantage may be racially skewed in South Africa, the problem of market monopolies exists worldwide. This has spurred a generation of new entrepreneurs who rely on market disruption to enter industries. For ordinary black South Africans to gain sustained access to the economy, they need to begin relying on innovation, technology and create new paths to economic freedom. These new paths lie within the forestry value chain, some are dormant waiting to erupt. 
The South African forestry industry is also faced with a sector whose demand exceeds supply. This means that if supply of timber is increased; existing processing capacity will need to increase and allow new players into the space. Therefore, the sector has a latent potential to create jobs and increase exports which relates to the prescripts of the Amended Forest Sector Code & dti’s Black Industrialist Scheme.
Value chain analysis is a strategic analytical and decision-support tool that highlights the bases where new entrants can create income streams and sustainable businesses that can employ black people and eliminate poverty and unemployment in rural areas. These bases include increases in production of raw material as well as production of new products using this raw material. 
The purpose of research on the forestry value chain is to identify avenues where black people can gain entry into the lucrative forestry value chain through new and innovative sub-sectors. Sound analysis of the forestry value chain can also be applied to identify sources of competitive advantage for emerging and existing businesses. In this way the objectives of B-BBEE and transformation can be realised. 
3. Scope of work
The Preferred Service Provider (PSP) shall use;
a. The Amended Forest Sector Code (FSC) to conduct the research;
b. Black Industrialists guidelines and policy aimed at increasing black representation at ownership and operational levels of manufacturing and industry;
c. Any technical and non- technical reports or other information that the Council or preferred service provider deems suitable or appropriate for the research.

4. Time frame

The project should be executed within six (6) weeks from date of appointment of preferred Service Provider. 
5. Reporting and Evaluation

The preferred service provider shall; 

a. Gather the relevant information and present drafts fortnightly in preparation for the final draft for the Council to the office of the Executive Director;
b. Present final draft to the office of the Executive Director for approval;

c. Present the final draft of the report two weeks before due date for final comments from the Council; and 
d. Be monitored by the office of the Executive Director.
6. Output

The results of the Value Chain Research will;

a) Identify emerging avenues or fields of primary and secondary processing in the forestry industry with the capacity to create and absorb class of black industrialists in the sector. 

b) Inform the Council on key strategic interventions that are needed to unlock the value of these emerging fields so that they may benefit black people and contribute to transformation.
c) Identify mechanisms through which local players can create or access regional value chains as a means to increase intra-African trade as well as increase exports.
7. Submission of Proposals from applicants 

Proposals are invited from service providers that have the requisite expertise in research, analysis and a broad understanding and background of the forest sector. 
8. Cost

a. The cost to be determined by the preferred service provider should be based on the competitive market related rates and is subject to approval by the Council;
b. The financial proposals for the work to be undertaken should be VAT inclusive and quoted in ZAR and representative of the total cost of the activities;
c. The Payment schedule should be clearly indicated in the proposals and should be aligned to the deliverables;
d. The service provider shall satisfy himself or herself as to the correctness and sufficiency of the rates and prices set out in the proposal for the work to be rendered.
9. Additional conditions

a. The appointed service provider must sign a Service Level Agreement (SLA) with the Council that stipulates and details the deliverables;

b. The appointed service provider shall conduct their obligations in acceptable, professional and ethical standards;

c. The office of the Executive Director of the Council will supervise the process, review, evaluate and approve the services rendered against the SLA.
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