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Combating illegal logging is a key part of strengthen-
ing forest governance and eradicating forest-related

corruption, and the foundation of achieving sustain-
ability in the forest sector.

Recent regulatory measures to promote forest legality
taken by both consumer and producer countries and
by international bodies have strengthened the politi-
cal mandate and enforcement tools for enhanced state
action, and incentivized private sector compliance and
voluntary commitments.

Technological advances that enable greater transpar-
ency and accountability in forest management, timber
trade, and agricultural commodity supply chains have
enhanced the capacity of governments, the private
sector, civil society, and the media to monitor and en-
force compliance with legal obligations and voluntary
commitments.

Illegal logging' causes forest degradation and serves

as a catalyst for deforestation. Tackling illegal logging

is therefore a foundation for conserving forests and
biodiversity, reducing emissions from the forest sector,
and sustainably managing production forestry. The
extent of corrupt and illegal activities in the forest sector
is difficult to document, making it difficult to monitor
progress. Nevertheless, over the past decade, the
adoption of timber legality measures that use third-party
verification of legal compliance and involve independent
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monitors has strengthened the political basis for action.
Innovative “transparency technologies” have enabled
more effective law enforcement by states, accountability
by companies, and oversight by civil society. However,
realizing global forest and climate objectives will require
enhanced effort and collaboration among these groups.

UN Environment (formerly UNEP) estimates that the
value of illegally traded timber—US$50 billion to $152
billion per year (see Figure 1)—may exceed the total
value of all official development assistance (UNEP 2017).
This significant global industry undermines objectives
related to forests, climate, and development in a number
of ways.

Illegal logging destroys the environment. Illegal
logging is a direct cause of forest degradation due to
both the direct removal of timber and the collateral
damage to forests done by the careless and destructive
felling and transport practices (often including fire-
setting) that are characteristic of illegal logging opera-
tions. In addition, illegal logging is often the precursor to
subsequent clearing, burning, and converting of forests
to agriculture or, all too often, degraded wastelands

not even used for crops or pastures. Indeed, a growing
proportion of the timber supply in many tropical coun-
tries does not come from logging concessions in areas
of permanent forest estate. More than 30 percent of the
world’s timber is “conversion timber” cut during the
illegal clearing of forests to produce palm oil and other
commodities (UNEP 2016). Lawson (2014) estimates
that 30—50 percent of the world’s internationally traded
tropical timber is sourced from illegally cleared forests.

Illegal logging impedes efforts to reduce
forest-based greenhouse gas emissions. In the
climate change context, jurisdictions characterized by
entrenched illegal logging are unlikely to qualify for cli-
mate finance for reducing emissions from deforestation
and forest degradation (REDD+), which might otherwise
financially reward a jurisdiction for protecting its forest
from degradation or clearing.

Illegal logging impedes economic development.
Illegal logging impairs the collection of government
royalties, taxes, and other revenue from the forestry
sector, costing countries as much as $5 billion a year
(World Bank 2006). It also creates an unequal playing
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field for companies that operate legally but must compete
with those that reduce costs by breaking the law. As public
institutions and trust in the state erodes, investment by
“responsible players” is deterred, which continues a down-
ward spiral of unsustainable exploitation and depleted
assets.

Illegal logging is intertwined with poor gover-
nance. Illegal logging is often closely associated with
corruption, civil conflict and violence, human rights
violations, and organized crime. More broadly, poor gov-
ernance and corruption undermine economic and social
development by weakening the rule of law and the institu-
tional foundation on which sustainable economic growth
depends—with particular harm to the rights and liveli-
hoods of indigenous and local forest-dependent commu-
nities. Quite apart from the environmental implications,
these are core security challenges that many countries are
confronting in their forested hinterlands.

Thirty years ago, most governments were reluctant to
acknowledge the politically sensitive issue of illegal log-
ging, despite growing media and nongovernmental organi-
zation (NGO) attention. Throughout the 1990s, awareness
of the scope of the problem grew, due in part to efforts of
indigenous and environmental activists as well as dawning
appreciation of the scale of revenue losses to poor nations.
In a few countries such as Cambodia (Global Witness
2007) and Liberia (Global Witness 2002), it became clear
that illegal logging was also linked to armed conflict and
human rights abuses. Much international attention on
illegal logging in tropical developing countries, but illegal
logging in Russia’s Far East also began to attract scrutiny
(Khatchadourian 2008).

Governments began to listen. In 1998, the G8 Summit of
industrialized nations adopted an Action Programme on
Forests that included a call for action on illegal logging.
That same year, the East Asia financial crisis hit forest-
rich Indonesia, precipitating the resignation of long-time
strongman President Suharto.? The ensuing period of
reform and democratization exposed a web of corruption,
cronyism, and nepotism that encompassed most of the
country’s economy, including its oil, forestry, banking,
and plantation sectors (World Bank 1998, 2001). As one
condition of the bailout package devised by international
lenders, Indonesia agreed in 1998 to implement a range
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of forest policy and governance reforms (Seymour and
Dubash 2000). Indonesia also offered to host the first
regional Forest Law Enforcement and Governance (FLEG)
ministerial-level meeting in 2001, with World Bank and
United States support.3

In 2003, the European Union (EU) launched its FLEGT
Action Plan—adding the “T” for trade to recognize the
importance of taking measures on the demand side as well
as the supply side, in the context of trade relations. Also in
2003, the United States launched the President’s Initiative
Against Illegal Logging (U.S. Department of State 2008).
In 2005, the G8 Summit reiterated its commitment on

the issue (G8 Hokkaido Toyako Summit 2008). Since
then, international law enforcement bodies—including

the United Nations Commission on Crime Prevention and
Criminal Justice, the United Nations Office on Drugs and
Crime (UNODC), and Interpol (the world’s largest inter-

national police organization), as well as the Asia-Pacific
Economic Cooperation (APEC) forum—have all elevated
attention to illegal logging.

In 2016, parties to the Convention on International Trade
in Endangered Species (CITES) listed hundreds of rose-
wood species for protection. This was in response to the
rapid and mostly illegal decimation of this high-value
“ivory of the tropical forest” to feed the booming Chinese
market for luxury hongmu rosewood furniture (Barber
2016; Forest Trends 2017).

Has all this international attention helped address the
problem? Studies by Chatham House in 2010 and 2015 on
the international response to illegal logging in key
producer, consumer, and processor countries suggested
that growing attention to the problem has had some posi-
tive impacts (Hoare 2015; Lawson and MacFaul 2010).
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These studies conclude that illegal logging peaked between
2006 and 2008, subsequently declined in part due to the
policy measures discussed earlier, but then rose again due
to increasing illegal forest clearing for agricultural com-
modities and increased demand from China and other
Asian markets lacking controls on the legality of imports.

The clearest successes identified by the studies have been
in the European Union and United States (see Box 1).
From 2006 to 2013, for example, volumes of illegal wood-
based products imported by the United States fell by one-
third, and by half in France, Netherlands, and the United
Kingdom. These gains have been offset by increases of
over 50 percent in the volume (though not necessarily the
proportion) of high-legality risk timber imported by the
emerging economies of China, India, and Vietnam. The
Chatham House studies identified the three largest source
countries for illegal timber as Indonesia, Brazil, and
Malaysia.

The United States was the first country to enact a legally
binding restriction on imports of illegal timber through
the 2008 amendment of a century-old wildlife traffick-
ing law, the Lacey Act. Under the new amendments, if a
tree is illegally harvested, made into wood products, and
then exported to the United States, anyone who imported,
exported, transported, sold, received, acquired, or pur-
chased the wood products made from that illegal timber,
who knew or should have known that the wood was illegal,
may be prosecuted (USDA APHIS 2009). An import
declaration requirement was also introduced, and new
database analyses are now being run to identify suspicious
discrepancies between the true source of imported timber
and how it has been declared.

The European Union followed suit with the EU Timber
Regulation (EUTR), which entered into force in 2013. The
EUTR prohibits the placement of illegally harvested timber
and products derived from illegal timber on the EU market.
As with the Lacey Act, “legal timber” is defined as that which
complies with the laws of the countries where it is harvested.
Operators in Europe that place timber on the EU market for
the first time must exercise “due diligence” to minimize the
risk of illegal timber in the supply chain (European Commis-
sion 2018b). Several European countries have also enacted
measures that require only legal timber within their public
procurement systems (Brack 2014).
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Australia enacted its Illegal Logging Prohibition Act in
2012, although it only entered the phase of full implemen-
tation in early 2018. The act makes it a criminal offense to
intentionally, knowingly, or recklessly import wood, pulp,
and paper products into Australia or process Australian
raw logs that have been illegally logged. It also outlines

a process that businesses must undertake to ensure “due
diligence” to minimize the risk that the wood or wood
fiber has been illegally logged (Australia, Department of
Agriculture and Water Resources 2017).

In the past two years, Japan, the Republic of Korea,
Vietnam, Indonesia, and Malaysia have all taken steps

to develop import regulations designed to keep illegally
logged timber out of their markets. The new Asian laws
generally follow the precedent set by the EU Timber
Regulation and the Australian Illegal Logging Prohibition
Act, with companies encouraged to initiate due diligence
systems to reduce the risk of illegal timber imports. When
operational, these new regulations, combined with those
of the United States, European Union, and Australia, have
the potential to create a significant global market incentive
for companies to only trade in legal timber. While these
countries are at different stages in the development and
implementation of their timber import regulations, techni-
cal harmonization and robust, proactive enforcement will
be critical for their long-term success in eliminating the
trade in illegal timber and protecting forests (Norman and
Saunders 2017).

China, the world’s largest importer and consumer of tim-
ber products, lacks any binding restrictions on the import
of illegal timber. China’s forest products imports doubled
between 2006 and 2016 to 290 million cubic meters (m3)
roundwood equivalent (RWE) by volume. While the per-
centage of timber imports sourced from high-risk coun-
tries fell from nearly 9o percent in 2006 by volume to less
than 66 percent in 2016, the absolute volume of high-risk
timber imports is still increasing and surpassed 60 million
m3 RWE in 2016 for the first time (Forest Trends 2017).

Some tropical developing countries have launched sporadic
crackdowns on illegal logging and associated trade, includ-
ing Brazil (Phillips 2008), Indonesia (RNZ 2005), Laos

(To et al. 2017), and Peru (Reuters 2016). Others, such as
Guatemala, have developed timber traceability systems to
better monitor and police supply chains (INAB et al. 2016).
Finally, a number of countries, including Ghana, Indonesia,
and Vietnam, have put timber legality assurance systems

in place as part of the process of negotiating Voluntary
Partnership Agreements (VPAs) with the European Union.
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Progress is, however, variable across countries, and within Trade policy
countries over time. It is clear that even in countries
taking good-faith measures to suppress illegal logging,
implementation and enforcement will take considerable
political will, as well as additional human and financial
resources. At the same time, there certainly are well-
managed logging businesses operating within the law in
countries where illegal logging and corruption are still
widespread.

Both the European Union and United States have worked
with developing country trading partners to incorporate
measures that address illegal logging into trade dialogues
and agreements. In 2005, the European Union initiated
dialogues to develop legally-binding Voluntary Partner-
ship Agreements (VPAs) to ensure legal timber trade with
a number of timber-exporting developing nations. VPAs
are also designed to support timber-exporting countries

Box 1 | Enforcement Actions Under the U.S. Lacey Act and EU Timber Regulation

U.S. Lacey Act

Madagascar (Gibson Guitar Company): In 2012, Gibson Guitar entered into a criminal enforcement agreement with the U.S. Department of Justice,
resolving a criminal investigation into allegations that the company violated the Lacey Act by knowingly purchasing and importing illegal ebony wood from
Madagascar. Gibson paid penalties of more than $350,000, lost seized goods valued at more than $25,000, and agreed to implement a compliance program.

China and Russia’s Far East (Lumber Liquidators): In 2016, Lumber Liquidators was sentenced in U.S. federal court for illegally importing hardwood
flooring, much of which was manufactured in China from timber that had been illegally logged in eastern Russia. In addition to the charge of importing
timber in violation of a foreign country’s laws was a charge for false labeling regarding the true species and origin of the timber. The company was ordered
to pay more than $16.3 million, agreed to a five-year term of probation, and adopted mandatory implementation of a government-approved environmental
compliance plan and independent audits.

Peru (Popp Forest Products): In 2017, U.S. government agencies destroyed 24 pallets of seized timber that had been harvested in violation of Peruvian
law. The seizure of the wood under the Lacey Act was based on inspections carried out by Peruvian government agencies in the areas where the timber
was allegedly harvested, which showed that the timber could not be the species authorized for harvesting. The finding was corroborated by lab tests of
samples taken from the shipment. As part of the agreement, Popp paid all costs associated with the transportation, destruction, and disposal of the seized
timber, and lost the valuable product.

EU Timber Regulation

In 2017 EU Member States implemented 17,735 checks on domestic timber and 2,798 checks on imported timber. More than 992 penalties were assessed and 21
cases went to court.?

Democratic Republic of Congo: The German government seized two shipments of wengé logs from the Democratic Republic of Congo after being
alerted to informalities in the timber's certificates of origin. The courts confirmed the forged documents in June 2017, The logs, worth an estimated €1,000/m?®,
will be put up for auction, with the proceeds going to the Federal Republic of Germany.®

Belgium: The European Commission has for the first time launched legal proceedings against a Member State for not properly enforcing the EUTR. The
legal action against Belgium sends a clear signal to all Member States to step up EUTR enforcement efforts. Between 2013 and March 2017, Belgium carried
out only 26 EUTR checks. If Belgium does not take action, the case could go to the European Court of Justice, where Belgium could face financial penalties.

Myanmar: Competent authorities in Denmark, Germany, Sweden, and the United Kingdom (UK) have taken action to stop imports of illegally harvested
timber from Myanmar. In response, the Ministry of Natural Resources and Environmental Conservation (MONREC) released a statement regarding improve-
ments in traceability and transparency.© However, EU Member States agree that this still falls short of what is needed to demonstrate the origin of the
timber and ensure full due diligence from an EU perspective.

India: In October 2017, furniture seller Lombok became the first UK company to be fined for placing on the market a sideboard imported from India without
carrying out the required due diligence assessment, breaking UK and EU law.

Cameroon: In 2017, Dutch authorities issued an injunction and noncompliance penalty of €1,800/m® of Cameroonian timber placed on the market by Dutch
firm Fibois BV Purmerend because the company had not complied with the EUTR due diligence obligation. In March 2018, UK company Hardwood Dimen-
sions Ltd. was also fined for failing to ensure that Cameroonian timber it placed on the market was legal.

Sources: a. European Commission 2018a; b. BLE 2018; ¢. MONREC 2017.
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to improve domestic governance of the forest sector. Of
particular importance is the legality assurance system
that licenses legally produced timber to ensure that only
legal timber is exported; these “FLEGT licenses” are given
expedited access to European markets under the EUTR.#

VPA negotiations are active in more than a dozen coun-
tries. To date, however, only the VPA with Indonesia has
yielded FLEGT-licensed exports, which began in late 2016
(EU FLEGT Facility 2017). It is too early to assess the
impact of the Indonesia VPA on illegal logging levels and
trends, but a 2018 study by Indonesia’s Independent For-
est Monitoring Network cites some progress—as well as
major areas for improvement (JPIK 2018). Other coun-
tries (e.g., Ghana, Vietnam) are nearing FLEGT-licensed
exports, and many credit VPA processes with important
side benefits, including more robust dialogue among
forestry sector stakeholders, more transparency of forestry
sector information, and increased legitimacy for indepen-
dent civil society forest monitoring organizations (Jonsson
et al. 2015; EU FLEGT Facility 2018).

The United States has followed a somewhat different path.
In 20009, in its precedent-setting Free Trade Agreement
with Peru, the two countries agreed on a unique Forest
Governance Annex that for the first time incorporated
binding illegal logging measures into a trade pact (USTR
2009). During the negotiations between the 12 nations
that comprised the Trans-Pacific Partnership (TPP), the
United States pushed for language mirroring the 2008
Lacey Act to require countries to prohibit imports of illegal
timber. Although the United States was unable to convince
negotiators to include that exact provision, some language
obliged signatories to “combat” trade of timber harvested
in violation of the laws of jurisdictions other than their
own. This provision survived into the final text agreed in
2016, but when the Trump administration pulled out of
the TPP in January 2017, the remaining 11 nations deleted
the Lacey language from the final version of the agree-
ment, signed in March 2018 (Barber and Li 2018).

Private sector responses

Private sector responses to new timber legality require-
ments have gained momentum, although results have
been uneven. In the United States, a 2004 study com-
missioned by the American Forest and Paper Associa-
tion argued that cheap, illegal timber from overseas was
undercutting U.S. producers, providing an incentive for
U.S. timber producers to join with environmentalists in
pushing for the 2008 amendment to the Lacey Act (SCA

and WRI 2004). In 2017, the Trump administration
echoed the assertion that imports of illegal timber under-
mine U.S. businesses (see Box 2).

In 2004 the UK Timber Trade Federation published its
first Responsible Purchasing Policy, which included the
commitment to “sourc[e] their timber and timber prod-
ucts from legal and well-managed forests” (TTF 2004).
Reasons for adopting the policy included the awareness
that the entire sector’s “brand” was being damaged and
the need to respond to the UK’s new public procurement
policy, which required that wood-based products be both
legal and sustainable. Similar steps were taken in other
countries that import the bulk of their timber, such as the
Netherlands and Denmark.

Many companies have turned to independent third-

party certification of their supply chains as a strategy for
strengthening timber legality due diligence, in the context
of the broader sustainability criteria of certifiers. Between
2005 and 2015, for example, the proportion of sawnwood
and panels on the Dutch market certified by either the
Forestry Stewardship Council (FSC) or the Program for
the Endorsement of Forest Certification (which both

Box 2 |

Many feared that the Trump administration, having abandoned the Trans-
Pacific Partnership (TPP) and vowing to renegotiate the North American
Free Trade Agreement (NAFTA), would also attempt to gut the U.S.-Peru
Free Trade Agreement, including its precedent-setting and legally bind-
ing Forest Governance Annex. Building on action taken by the U.S. Trade
Representative in 2016 to request that Peru verify the legality of a 2015
shipment of timber shipment to the United States, in October 2017, U.S.
Trade Representative Robert Lighthizer directed the U.S. Customs and
Border Protection agency to block future timber imports from a Peruvian
exporter based on illegally harvested timber found in its supply chain,
stating the following:

“This unprecedented enforcement action demonstrates
President Trump's strong commitment to enforcing our trade
agreements and ensuring that trade is fair to the American
people. lllegal logging destroys the environment and under-
mines U.S. timber companies and American workers who are
following the rules. We will continue to closely monitor Peru’s
compliance with its obligations under our trade agreement."
It appears that this view, linking efforts to stem illegal logging overseas
to Trump's “America First" trade objectives, has also insulated the Lacey
Act from attempts by some in Congress to weaken the law. Given that
both the administration and its allies in Congress have moved to disman-
tle numerous domestic environmental regulations, it is notable that the
Lacey Act has thus far evaded anti-regulatory pressures.
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include legality standards, but offer no guarantee of legal-
ity) rose from 13 percent to 83 percent. The proportion of
sustainably certified paper rose from less than 1 percent to
64 percent (Oldenburger and Van Benthem 2017).

Producers in countries where illegal logging is perceived
as problematic have also begun to address the legality

of timber sources, often at the request of their custom-
ers in markets with timber legality legislation in place
(i.e., the European Union and United States). Corporate
actions have included the development of legality com-
pliance training efforts, such as the program created by
the U.S.-based International Wood Products Association
(see IWPA 2016). In some cases, companies have shifted
sourcing away from countries perceived as posing a higher
timber legality risk (Sit 2017).

Progress has not been limited to companies in the most
developed countries. In May 2017, Vietnamese associa-
tions and enterprises active in the wood processing and
trading sector signed a commitment to ban the use of
illegal timber to protect the reputation of Vietnamese
wooden products and guarantee sustainable development
for the industry (Norman and Saunders 2017). By 2016,
there were over 4,000 FSC chain-of-custody certificates
in China. While these are mostly in the export sector, the
continuous economic growth and ever-growing middle
class mean that the domestic market for FSC-certified
products is likely to expand in the future (FSC 2016).

Momentum in much of the private sector is moving in the
right direction on timber legality. But action by compa-
nies is still very much conditioned on the extent to which
they perceive there to be significant reputational, legal, or
material risk arising from the presence of illegal timber

in their supply chains. Future progress on private sec-

tor compliance therefore depends on both energetically
enforcing timber legality measures in countries where they
are already in place, and establishing binding measures in
the many major markets that do not have effective legisla-
tion in place—notably China, India, Japan, Korea, and the
growing markets of the Middle East.

Civil society organizations—international NGOs, their
local partners in producer countries, independent for-

est monitors in the EU VPA countries, and investigative
journalists and media outlets—have been integral in rais-
ing the profile of illegal logging and holding governments
and companies to account for their action or inaction. The

investigative efforts of groups such as the Environmen-

tal Investigation Agency (EIA) and Global Witness, and
the advocacy and consumer-targeted campaigns of the
Rainforest Action Network (RAN), the Rainforest Foun-
dation, Greenpeace, and others have played a significant
role in exposing the problem, pressuring governments
and companies and sensitizing consumers to the impacts
their purchasing choices have on forests. Other organiza-
tions, such as the World Wildlife Fund (WWF) and The
Nature Conservancy (TNC), have played important roles
in developing timber legality standards and training pro-
grams. NGOs were also active in lobbying for adoption of
the 2008 Lacey Act amendments, the EU Timber Regula-
tion, and Australia’s Illegal Logging Prohibition Act. Other
NGOs and think tanks, including Chatham House, Client
Earth, Forest Trends, and the World Resources Institute
have played important roles in compiling data, conducting
research, tracking progress, and convening stakeholder
dialogue processes.

In countries with VPAs in place or under negotiation, the
process has been a catalyst for strengthening the role and
capacities of NGOs as independent forest monitors (IFMs)
within emerging FLEGT-licensing systems, although
effectiveness has varied across countries (Brack and Léger
2013). This is because IFMs depend on governments to
provide a secure legal mandate, ensure broad access to
information, protect IFMs’ autonomy and security in the
field, and facilitate access to secure funding (Young 2007).

Technological innovations over the past decade have
greatly improved transparency of the forestry sector and
the forest products trade, thereby improving prospects for
strengthening the accountability of both governments and
industry for policies, actions, and investments contribut-
ing to deforestation. Conversely, governments and compa-
nies that are reforming policies to slow deforestation can
increasingly demonstrate accomplishments and results to
all stakeholders in an accessible and transparent way.

Advances in Earth observation are perhaps the most
dramatic: Thirty years ago, remote sensing capacities

to monitor forest change were limited, and what data
existed were inaccessible and treated in many countries

as a military secret. Forest cover data were incomplete,
inaccurate, and usually out of date. Forest resource maps
in many countries were drawn to serve the interests of
political and economic elites (Peluso 1995). Today, anyone
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with an Internet connection can access near real-time data
on what is happening to forests from platforms such as
Global Forest Watch, GeoBosques in Peru, and the Moni-
toring of the Andean Amazon Project (MAAP).®

Technologies for tracing timber and identifying wood are
also developing rapidly, enabling wood to be tracked from
the forest to the consumer, and allowing species verifica-
tion and origin of wood samples to be taken along supply
chains. Enhanced computer power and sophisticated algo-
rithms allow for big data analysis that can detect patterns
and anomalies across enormous and disparate datasets on
trade, financial flows, and criminal networks.

Mobile technologies and social networks have created a
bottom-up and peer-to-peer world of communication and
transparency that can inspire and enable coordination

and action among stakeholders and across great distances.
Innovative media outlets and platforms, both international
and national, have greatly expanded access to the public
and policymakers for sharing information and advocacy.

Data by itself does not make policy or stop deforestation.
Used strategically, however, this technology-led trans-
parency revolution can help us better understand where
deforestation is increasing or decreasing and ascertain
drivers of forest loss. Technology can also be used to
determine whether products are what—and from where—
they claim to be, validate implementation of corporate and
government obligations and commitments, and ferret out
evidence of illegality.

There has been progress in combating illegal logging and
associated trade, but the problem remains. Consider,

for instance, a 2016 UN report that stated that the value
of seizures of illegal rosewood—a minor element of the
overall illegal timber trade—from 2005 through 2014 was
greater than the value of all ivory, rhino horn, coral, bird,
and reptile seizures combined (UNODC 2016). What more
must be done? Four areas for action stand out:

1. The growing role of conversion timber. Until

a few years ago, efforts to control deforestation focused
on eliminating illegal logging practices in the production
of timber from designated forest areas. Wholesale forest
clearing was neither necessary nor cost effective for those
exploiting the rich timber stocks of places such as Borneo,
New Guinea, or the Amazon basin.
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Today, however, the conversion of forests to other land
uses, particularly commodity agriculture, appears to be

a more significant driver of deforestation. Currently, as
much as 50 percent of tropical timber in international
trade is “conversion timber” cut on lands being cleared
for the expansion of “forest risk” agricultural commodi-
ties (Lawson 2014).8 Agricultural projects are sometimes a
front for wholesale forest clearance: Increasing regulatory
control of managed forest sources (and attendant higher
costs) have made agricultural clearance permits a more
attractive option for accessing timber in many places
(Hewitt 2013).

People have converted forests to agriculture for millen-
nia, but the pace of conversion in the tropics has intensi-
fied over the past four decades, beginning with the mass
conversion of parts of the Amazon and Central America to
cattle pasture in the 1970s. Conversion continued in the
1990s with the spread of palm oil, rubber, cacao, soy, and
fast-growing wood-pulp plantations decimating forests in
Indonesia and mainland Southeast Asia. Most recently,
West and Central Africa, Peru, and other countries in the
Andean Amazon have seen dramatic conversion (Boucher
et al. 2011).

Conversion timber is not necessarily illegal—a good deal
of forest clearing may in fact be carried out in compliance
with countries’ laws and regulations. There is increasing
evidence, however, that a significant proportion of conver-
sion timber is in fact illegal (Hewitt 2013). The underlying
illegalities are often related to the processes by which land,
and the permission to clear it, are acquired from the state.
Often, the key legal issue is corruption and bribery in the
clearance permitting process. In other cases, violations of
the rights of indigenous and local communities constitute
the underlying illegality.

The scale of illegal conversion timber is vast. Recent
analysis by Blundell et al. (2018) estimates that illegal
deforestation for industrial agriculture globally gener-
ated losses of more than $17 billion each year during the
early 2000s—based on estimates of tax evasion on logs
harvested, loss of ecosystem functioning, and the cost of
decreased agricultural productivity due to conflict with
local communities.

2. The pervasiveness of corruption. Efforts to reduce
illegal logging are often stymied by entrenched corruption.
Otherwise admirable policy measures and initiatives can

be sabotaged by various forms of corruption ranging from
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petty bribery at the local level to grand corruption involv-
ing powerful figures in government and billions of dollars
(Interpol 2016; Sundstrom 2016; Transparency Interna-
tional 2010).

In Indonesia, advances in implementing the national
timber legality assurance system, discussed earlier, are at
risk due to longstanding corrupt practices in the timber
sector (Chitra and Cetera 2018; KPK 2015). Corruption
also permeates the land acquisition process for palm oil
development in that country (see for example Gecko Proj-
ect 2018). Countries face similar challenges in the Congo
Basin, as logging concessions are corruptly transformed
into vehicles for the illegal conversion of rainforest to
palm oil and other commodities (Earthsight 2018). Similar
situations can be found in Cambodia (Crothers 2017),
Vietnam (Tatarski 2017), Peru (Goi 2017), and Brazil
(Watts and Vidal 2014).

Conversely, exposing forest-related corruption can some-
times energize support for broader forest policy reforms. In
Brazil, for example, the 2002 revelations of widespread cor-
ruption in the trade of CITES-protected mahogany proved
to be an important catalyst for subsequent reforms that
contributed to the rapid decline in Brazil’s deforestation
rate during the mid-2000s (Seymour and Busch 2016).

Successful approaches to combating corruption in the
forest sector (and other sectors) involve a variety of
tactics and vary from country to country. Transparency

of information concerning government and private sector
decision-making and investment processes is generally a
key factor, and the technology advances previously dis-
cussed can help in this regard. In some cases, reducing the
volume and complexity of government regulations—which
can provide opportunities for corruption—is important.
Transnational application of laws such as the U.S. Foreign
Corrupt Practices Act, can have an influence. A strong civil
society and independent media with effective legal pro-
tections against retaliation for whistleblowing is another
factor.

The establishment of a strong and politically indepen-
dent investigative and prosecutorial mechanism can be
the cornerstone of an effective anti-corruption strategy.
Indonesia’s national Corruption Eradication Commission,
which has specifically targeted the forestry sector, is one
such example (see Box 3).

Box 3 | Getting Serious on Forest-Related Corruption:
Indonesia’s Corruption Eradication Commission

Indonesia has suffered pervasive economic and political corruption

for decades, an affliction seemingly impervious to shifts in economic
fortunes, political democratization, elections, governmental decentraliza-
tion, and radical improvements in transparent information and freedom
of the press.? While Indonesia’s ranking on the international Corruption
Perceptions Index has improved in recent years, corruption remains a
challenge and is a significant feature of the forestry sector.”

This characterization is confirmed by the work of Indonesia's Corrup-
tion Eradication Commission (known by its Indonesian acronym KPK).
First established in the early 2000s, KPK has not only been granted
prosecutorial authority, but is also afforded an entirely new and separate
court, protected by new anti-corruption legislation. This status allows
the KPK to pursue high-profile cases of well-connected politicians and
businesspeople. Corruption in the forestry sector has become an area of
focus for KPK. In 2014, it signed a Memorandum of Understanding (MoU)
with several ministries to address corruption associated with the illegal
issuance of forest use permits. The MoU also grants KPK the authority to
use multiple laws to tackle forest crimes, reflecting the frequent overlap
between such crimes and corporate criminal liability, money laundering,
tax avoidance, and corruption.

In 2015, KPK published a comprehensive report titled Preventing State
Losses in Indonesia’s Forestry Sector. The report concluded that for the
2003-14 period, less than a quarter of Indonesia's actual timber produc-
tion was reported, with unreported cutting totaling between 630 and 772
million m® during the 12-year period studied. In dollar terms, this repre-
sented state losses of approximately $6.5 billion to $9 billion, or between
$500 million and $750 million per year. KPK has also secured convictions
of senior officials engaged in forestry-related corruption, including a sen-
tence of 14 years for a former governor from Riau Province in Sumatra.®

The KPK's proactive approach has earned it some enemies within
Indonesia, and efforts to limit its power are perennial and ongoing.

As Indonesia gears up for local elections in 2018 and the next general
election in early 2019, political pressures on the KPK are intensifying. It
seems clear, however, that the KPK has the potential, after decades of
failed efforts, to make a dent in corruption in the forestry sector. It is an
example that other countries may wish to study carefully.

Sources: a. Keefer 2002; b. GAN Integrity 2017; ¢. Setuningsih 2014; d. KPK
2015; e. Parker 2014.

WORKING PAPER | June 2018 | 9



3. The need for legal reform. Employing timber
legality as a strategy for reducing deforestation and for-
est degradation presupposes that a country possesses a
reasonably well-functioning legal and judicial system, and
that reducing deforestation is actually a policy and legal
objective. Unfortunately, that is often not the case in many
tropical forest countries. This challenge can exist apart
from the problem of corruption.

Substantive laws are often ambiguous, or may affirma-
tively support logging and forest clearing in service of
other state objectives. Procedures for accessing informa-
tion and challenging state action that affects forests (e.g.,
freedom of information laws and environmental impact
assessments) may be weak, or inaccessible to those who
are adversely affected. Judicial systems can be so slow
and complex that courts effectively cease to be venues for
resolving disputes.

4. Strengthening China’s commitment to timber
legality. There can be no effective global approach to
illegal logging without the support and participation of
China, the world’s largest importer of timber and exporter
of forest products (Laurance 2011). China began to restrict
domestic logging in natural forests in 1998, a policy it
strengthened to a national ban in 2016 (Sun et al. 2016).
During the same period, China’s role as importer, proces-
sor, and exporter of forest products saw a meteoric rise
(Donofrio et al. 2018). Between 1998 and 2016, the value
of Chinese timber imports rose from around $946 mil-
lion to more than $16 billion, while the value of Chinese
exports of wood furniture and plywood rose from around
$924 million to more than $19 billion.°

Reflecting this new reality, in 2009 both the European
Union and United States established illegal logging-
focused trade dialogues with China; the EU-China Bilat-
eral Cooperation Mechanism and the U.S.-China Bilateral
Forum, respectively. For its part, China has developed a
draft timber legality assurance system, signed MoUs on
combating illegal logging and associated trade with a few
states, and increasingly voices its support for firmer action
on timber legality. China has not, however, enacted mean-
ingful restrictions on imports of illegal timber, even for
CITES-listed rosewood species, for which it is the major
market. Major suppliers of high-risk timber to China
include Indonesia, Papua New Guinea, Russia, Thailand,
and Vietnam (Forest Trends 2017).

China’s role in the world is actively changing, and its
inward-focused foreign policy has pivoted to an emphasis
on building long-term stable relationships with resource-
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rich countries around the world, including major rainfor-
est nations in Africa, South America, and Southeast Asia
(Albert 2017). In 2013, China launched the “Belt and
Road Initiative” to facilitate trade and investment in 65
countries across Asia, Europe, and Africa, some of which
are forest-rich. In 2015, China was an essential player in
assuring a positive outcome for the Paris Climate Agree-
ment. It is hoped that China will use its central role in
international timber trade to reduce its imports of illegally
logged timber and to promote trade in legally sourced
forest products.

The “legality strategy” has achieved some successes as part
of the overall strategy to reduce deforestation and forest
degradation. A continued policy focus on illegal logging
and associated trade, adjusted to take into account chang-
ing contextual factors noted earlier, remains a valid and
important strategy. However, several caveats apply:

“Legal” does not mean sustainable. While perhaps
an obvious point, it is important to bear in mind that
legality and ecological integrity and sustainability are

not the same thing. The world’s forest and land use laws
would surely look quite different if they were written by
forest ecologists rather than politicians, bureaucrats, and
representatives of special interests focused on politics and
profit. Legality can be a powerful tool in support of the
conservation and sustainable management of forests—but
only if the laws themselves embody that goal.

Illegal logging—and the effectiveness of measures
to reduce it—are hard to measure. It is difficult

to gather data on illegal trade in any sector, because by
definition such trade takes place in the shadows. For that
reason, it is difficult to develop indicators for assessing
whether interventions to combat illegal logging have been
effective. That is not a reason for inaction, but rather
indicates the need to rely more on expert analysis and
information rather than on quantitative indicators such as
volume of seizures by law enforcement authorities. It also
emphasizes the importance of increasing transparency of
both government and private sector information about the
timber, forest, and land sectors.

Document-based legality verification procedures
may facilitate rather than prevent illegal logging.
As countries put in place timber legality assurance mea-

sures that license certain timber flows as legal, the risk of



“timber laundering” increases. Particularly in countries
where corruption is a problem, there is a risk of illegally
cut timber corruptly entering the legal supply chain, at
which point authorities and companies in both exporting
and importing countries may claim such timber is legal by
virtue of its licensing. The convergence of forest-related
corruption and the proliferation of weak legality verifica-
tion standards that do not actually guarantee substantive
legality—such as independent timber certification bodies—
is thus a significant challenge.

“The law” has rarely been the friend of indigenous
peoples. There is robust evidence that recognizing and
protecting the land and resource rights of indigenous
forest-dependent communities can be an effective strategy
for slowing deforestation and forest degradation, legal

or otherwise (Stevens et al. 2014). Yet the law in many
countries has frequently dispossessed indigenous peoples
dependent on forests, in particular through illegal or
forced land acquisition. The situation is changing in some
countries but progress is slow, constituting a human rights
issue as well as a significant concern for forest legality
strategies.

Without recognition of their rights, however, indigenous
people may see the law turned against them, criminal-
izing what they claim as their longstanding rights, liveli-
hoods, and cultures (Colchester 2006). At the same time,
indigenous peoples are often directly at risk from illegal
logging, land grabbing, and forest conversion, as recent
events in Brazil (Wallace 2016), Cambodia (Sochua 2018),
Ecuador (Aguilar 2017), Peru (Zarate and Neuman 2014)
and Papua New Guinea (Global Witness 2017) attest.

Legality is an important component of overall efforts to
reduce deforestation and forest degradation in the trop-
ics, and progress has been made. However, urgent action
is required to consolidate gains to date and to address
outstanding challenges and uncertainties:

Countries that have put timber legality import con-
trols in place need to expand and intensify investi-
gations, increase the number of prosecutions, and
ensure that sanctions are sufficient to send strong
deterrent signals to producer countries and markets.

Governments in countries that have not enacted ef-
fective timber legality import controls—particularly
China, India, Japan, and Korea—need to institute
effective legal controls to exclude illegal timber from

their imports and industries.

Tropical timber-producing countries need to build on
the promising work started by timber legality assur-
ance systems pioneered under VPAs with the Europe-
an Union, with a focus on verifying legality for timber
in both export and domestic markets.

Combating corruption must become a higher priority
for the forest and land sectors. Illustrative measures
may include use of anti-money laundering, foreign
corrupt practices, and whistle-blowing statutes;
broadening freedom of information laws in support
of greater transparency; and establishing dedicated
independent anti-corruption bodies.

Countries and companies need to adjust their anti-
illegal logging strategies to better address the issue
of conversion timber coming from forest clearing for
agricultural commodities.

Governments, responsible private sector actors, do-
nors, and international civil society need to increase
support for citizen monitoring and investigating ille-
gality in rainforest countries, including putting politi-
cal and economic pressure on nondemocratic govern-
ments to reduce political oppression and censorship of
civil society forest and land monitors and defenders.

Private sector companies in both the forest products
and forest-risk commodities sectors should make or
reaffirm commitments to legal and sustainable log-
ging and zero deforestation in supply chains, and take
active measures to implement these commitments
through their internal policies, due care, and compli-
ance procedures.

Donors and scientific centers of excellence should
increase financial and technical support for reducing
the cost, improving the accessibility, and scaling the
adoption of innovative technologies for timber and
commodity traceability, wood species and origin iden-
tification, monitoring timber sector transparency and
legal compliance, timber trade data transparency and
analytics, and geospatial forest and land monitoring
tools and platforms.

Tackling the underlying drivers of illegal logging will help
ensure the strong governance that is a fundamental basis
for reducing emissions from deforestation and forest
degradation, but this will require redoubled political will,
effort, and cooperation among stakeholders.
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APEC
CITES
EU
EUTR
FLEG
FSC
IFM
MAAP
MONREC
NAFTA
NGO
RWE
TPP
UNEP
UNODC
VPA
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Asia-Pacific Economic Cooperation

Convention on International Trade in Endangered Species
European Union

EU Timber Regulation

Forest Law Enforcement and Governance

Forestry Stewardship Council

independent forest monitor

Monitoring of the Andean Amazon Project

Ministry of Natural Resources and Environmental Conservation
North American Free Trade Agreement

nongovernmental organization

roundwood equivalent

Trans-Pacific Partnership

United Nations Environment Programme

United Nations Office on Drugs and Crime

Voluntary Partnership Agreement
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For the purposes of this brief, illegal logging is defined as the cutting,
sale, and/or trade of timber felled in violation of applicable local, national,
or international laws and regulations, including laws that govern the ac-
quisition of land in relation to the conversion of forests for nonforest use.

. The economic crisis of 1997-98 also coincided with the worst forest and

land fires in Indonesia’s history, which precipitated a regional “haze cri-
sis" as smoke from Indonesia choked Singapore and Malaysia. The fires
had their roots in the corrupt crony capitalism through which Suharto's
regime exploited Indonesia’s forests for 30 years. They also contributed
to his downfall in mid-1998 (Barber and Schweithelm 2000).

Similar meetings were subsequently convened with US and World Bank

support for Africa (in 2003) and Russia and Europe (in 2005). In 2002 the

Asia Forest Partnership was launched in Asia, Japan, and Indonesia, in
part as a response to the view of some countries in the region that the
US/World Bank-led effort was too heavy-handed. (Oberndorf 2013).

For more information, see “FLEGT Licensed Timber: Essential Informa-
tion," available at http://www.flegtlicence.org/.

"

For more on transparency, see the companion paper in this series, ““Min-
ing Global Financial Data to Increase Transparency and Reduce Drivers
of Deforestation” (Graham et al. 2018).

For more on forest monitoring, see the companion paper in this series,
“Tropical Forest Monitoring” (Petersen et al. 2018).

For reviews of the “classical” patterns of tropical logging and deforesta-
tion in the 1980s, see Richards and Tucker (1988) and Repetto and Gillis
(1988).

. These include palm oil, soy, beef, cocoa, rubber, and wood fiber pulp. See

Taylor and Streck 2018.

Please see the United Nations Statistics Division's UN Comtrade Data-
base, https://comtrade.un.org/data/.
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