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1. Quick Overview of Wood Trade Trends 2008 vs. 2016

2. Timber Legality Laws and Regulations

3. Status of lllegal Logging

4. Summary Results From a Survey of Chinese and
Viethamese Wood Manufacturers/Exporters



Quick Overview of Wood Trade Trends 2015
Why is the US important?

e US is the 2"d |argest importer of solid wood products:
e S17 billion (15.7% share in 2015)
e USis the largest importer of wooden furniture:
e $16.2 billion (32.1% share in 2015)
e US is largest importer of total wood products:
* $33.7 billion (19.7% share in 2015)
e US imports of solid wood products from suspect markets:
* increased from $5.6 billion (2007) to S6.1 billion (2016)
e US imports of wood furniture from suspect markets:
* increased from $10.1 billion (2007) to $12.8 billion (2016)
e US imports of total wood products from unregulated markets
e increased from 47.9% (2007) to 53.3% (2016)



Quick Overview of Wood Trade Trends 2015
Why are China and Vietnam Important?

China is the largest importer of solid wood products: $19.6 billion (15.7% share)
China is the largest exporter of wood furniture: 31.9% of global exports

e USis the largest importer with 36.7% share

* >55% of Chinese solid wood imports were sourced from suspect countries
Chinese Solid Wood Trade Discrepancies™ (analysis based on 96% of imports)

* With Developed countries: 10.6%

* With Suspect countries: 31.2%
(China reported imports but partner countries reported much lower exports to
China, an indication of illegal logs flowing to China)

Vietnam is the third largest exporter of wood furniture: 8.8% of global exports
e USis the largest importer with 57.9% share
e >47.9% of Vietnamese solid wood imports were from suspect countries



Timber Legality Laws and Regulations

1. US Lacey Act: 2008
2. Australia lllegal Logging Prohibition Act: 2012
3. EU Timber Regulation: 2013



Timber Legality Laws and Regulations

1. US Lacey Act: 2008
2. Australia lllegal Logging Prohibition Act: 2012

3. EU Timber Regulation: 2013
4. Japan Clean Wood Law: 2017

« 3 |argest importer of solid wood products: $10.1 billion (8.4% share)
e 5% |argest importer of wood furniture: $2.1 billion (4.3% share)



So, with TLR’s implemented in the major consuming markets, shouldn’t we expect
to see a decline in illegal logging?




lllegal Logging Continues At Very High Levels

lllegal logging estimated at ~80 million m3 in 2014*
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Policy scores and volumes of illegal timber production in 2014

* Source: 2015 Alison Hoare. Chatham House Report: Tackling lllegal Logging and the Related Trade.
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lllegal Logging Continues At Very High Levels
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omber Timber from Peru-S6-percent-illegal, finds report issued by U.S. gov’t
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Summary Results From a Survey of Chinese and
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v Viethamese Wood Manufacturers/Exporters
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Given the importance of Vietnam and China in the global wood trade,
CINTRAFOR undertook a project designed to: 1) assess the awareness and
perceptions of TLR’s within the Chinese and Viethamese wooden furniture

and flooring industries and 2) identify their strategic responses to TLR’s.

Chinese Hongmu furniture drives demand for illegal harvest of precious and endangered redwoods
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Perceptions and Responses to Timber Legality Regulations
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China and Vietnam

Survey data was collected between 2014 and
2015 at trade shows in Shanghai, Quanzhou 1
and Ho Chi Minh City from managers of

companies that manufactured and exported “ .8
wood furniture and flooring products. 0 ‘
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Perceptions and Responses to Timber Legality Regulations
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China and Vietnam

Relative to their Viethamese counterparts, Chinese wood
manufacturers/exporters were significantly more likely to:

Increase exports to countries without TLR’s (43% vs. 26%)
Decrease exports to countries with TLR'’s (45% vs. 18%)

Decrease exports to the US (56% vs. 25%)

Increase sales into the domestic market (69% vs. 52%)

Perceive TLR’s to be a protectionist non-tariff barrier (61% vs. 42%)
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Perceptions and Responses to Timber Legality Regulations
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Awareness of, and attitude towards, timber legality regulations, by country

China
e Anti-Regulation and aware
e Large variability
Vietham
e Pro-Regulation and less aware
e Lower variability

<
o | Q2 Pro-Reg/ Pro-Reg/ Q1
Aware o[ ¢ Unaware
China: 81 firms ° o ° e China: 32 firms
Vietnam: 21 firms @ A A ® [ ] “A .. Vietnam: 59 firms
C\]‘ _ :‘ A AA A.s.
o
A A
o
o bz %
AA
R S
(=) A s
E A,
prd A, A a
A 2 -
N W ‘A A
S - SRR T YN . A.‘i-
I China: 92firms 4 4 4 R China: 57 firms
Vietnam: 0 firms A A A A ¢ Vietnam: 54 firms
Anti-Reg/ 4 Anti-Reg/
s China |3 Aware Unaware Q4
® Vietham | | | |
0.4 -0.2 0.0 0.2 0.

NMDS 1



Perceptions and Responses to Timber Legality Regulations
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China and Vietnam

Awareness of, and attitude towards, TLR’s, by domestic market orientation

Domestic oriented firms
e Clustered in Quadrant 4

e Anti-regulation & less aware

Export oriented firms
* Clustered in Quadrant 2

* Pro-regulation and generally

aware
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Perceptions and Responses to Timber Legality Regulations
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Firm Size

e As firm size increases, So to
do favorable perceptions and
awareness of TLR’s
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Annual Sales Revenue

I < $1.5M

[ $1.5M-$6.5M
$6.5M - $11.5M
$11.5M - $16.5M
$16.5M - $32.5M

Awareness of, and attitude towards TLR’s, by firm size
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Summary Observations
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Exports of wood from suspect countries have increased since 2007
« Both solid wood and wooden furniture
» Increasing evidence shows a link with organized crime

US wood imports from unregulated markets have increased since 2007
« Both for solid wood and wooden furniture
« Suggests that more effective monitoring might be needed

Chinese and Vietnamese imports of suspect wood increased
substantially between 2007 and 2015

« China: increased from $5.9 billion to $9.9 billion (+68.8%)

* Vietnam: increased from $349 million to $460.3 million (+32%)

Leakage increased in China and Vietnam between 2007 and 2016
« China: wood furniture exports to unregulated markets increased from 34.5% to 49%
« China has a much larger and more affluent domestic market
« China is less reliant on the US market than Vietnam
» Vietnam: furniture exports to unregulated markets increased from 20.2% to 23.1%
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Role of Wood Forensics Technologies
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lllegal logging has been firmly linked to organized crime
Wood exports from suspect countries are growing
Trade discrepancies remain high

Wood forensics technologies represent an important strategy to help
monitor and enforce timber legality regulations

They can also be used proactively by importers concerned about
protecting the environment as well as their reputation.
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Thank you
Questions




