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1. Introduction

lllegal logging and associated trade has for soe@@s/been recognised by international decision
makers as one of the world’s most pressing envientat problems. In many timber producing
countries the majority of trees are illegally qesulting in vast losses of assets and revenues and
devastating damage to the forests upon which hdsdremillions of the world’s poorest people
depend. Ten years have now passed since the G8daadognised the problem and committed to
act. During that time, large amounts of time andhaeyohave been spent trying to tackle the problem.
This paper attempts to measure what differencialleffort has made.

1.1 Background

In 2006, Chatham House published an initial assessof how the global response to the problem of
illegal logging and associated trade might be meakulhe paper sought to find a way to measure
not just the ultimate end goals, but also the eaphases of response, including such things as
building awareness and political will, providingdincing, and developing policies. It examined a
range of possible indicators with which to measbese phases of response in three country types —
producer countries, ultimate consumer countried,cuntries involved in processing timber for re-
export.

A second Chatham House study in 2bBiught the long list of potential indicators araifiers
together under four major headings — awarenesgrgment policy development and
implementation, private sector policy developmeard emplementation, and levels of illegal logging
and trade. It looked at what lessons could be difamm attempts to measure other problems such as
corruption, sought to collect baseline data whessible from a sample of five producer, two
processing and five consumer countries, and exahtireeviability of each indicator, both in terms of
feasibility and reliability. The study looked atiaanonitoring of the chosen indicators might be
conducted in future, and made a number of recomatant for next steps.

With support from the UK Department for Internasb®evelopment (DFID), Chatham House has
developed these recommendations, and is now radlingn initial pilot assessment of the response to
illegal logging and associated trade, with a vievexpanding this to a broader range of countrigls an
potentially repeating the exercise on a regulaisbhaduture years.

1.2  Methodology
121 Advisory group

In 2008 Chatham House formed an advisory grouplenfal logging experts to assist with the
development and implementation of an assessmeheahdicators. The advisory group has played a
particularly useful role in assisting in developihg ideal policy list and the expert perceptions
survey guestionnaire (see below).

1.2.2 Focuscountries

The initial Chatham House study examined twelvelpeoer, processing and consumer countries.
Given that new, untested methods such as the padial/ list and expert perceptions survey were to
be rolled out during the first assessment agalsirtdicators, Chatham House decided to conduct a
pilot assessment on a more limited list of five roies — two producers, one processor and two
consumers. Indonesia, Cameroon, Vietnam, the UShendK were chosen. It is hoped that the

! Chatham House (Emily Fripp), 2006, ‘lllegal Loggiagd Related Trade: The Global Response and Indicaft@bange’
2 Chatham House (Sam Lawson), 2007, ‘lllegal Logging Related Trade: Measuring the Global Response’ -
http://www.illegal-logging.info/uploads/Measurindiet response.pdf




assessment will soon be expanded to cover a broanige of countries, and the pilot should provide
lessons which can be learned in this next phaséoiild be borne in mind, of course, that the pilot
countries are among the best studied, and thectiolteof data on the indicators and the conduet of
survey may be more difficult in other places.

1.2.3 Indicatorsand meansof verification

The indicators / verifiers used to conduct the s&a®sent for the different focus countries of thetpil
study are detailed in table 1 below. A versionhid table which shows the results of the assessment
in terms of trends is included in the last chapMirof these measures are imperfect — data ishofte
unreliable or incomplete, only poorly reflects witds used to measure, and it is often difficolt t
distinguish actual progress from other factors Wwitan influence the figures. Unfortunately, no
better means exist by which to measure the respansgeonly limited primary research can be
justified as part of this project. For brevity,gldocument does not go into extensive detail in
assessing the indicators and their potential fldowsa full discussion can be found in Chatham
House’s earlier study.

Table 1: Indicators of response to illegal loggisgd associated trade

Producer Process Consumer
IndonesiaCameroon Vietnam UK USA
Awareness
NGO reports [v] [v] [v] [¥] [¥]
Volume & nature of newspaper coverage v [v] [v] [] [v]
Government Policy Development & Implementation
Ideal policy list [v] [v] |7| [v] [v]
Enforcement & revenue capture data [v]
Forest governance aid w&\\\\\\\\\\\\\\\\\
Expert perceptions of government response v v .
Private Sector Policy Development & Implementation
Certification & \erification schemes extent [v] [v] [v] [¥] []
Price premiums & trade wvolumes for cert/verif timber | [ [v]
Diversion to less sensitive mkts [v] [v]
Expert perceptions of progress by private sector v [v]

Actual Levels of lllegal Logging & Associated Trade
Imbalance between legal supply & demand
llegal logging in national parks
Trade data discrepancies
Import-source assessment of illegally-sourced imps | :
Expert perceptions of scale of illegal logging

<] (<]

E

Ideal policy list

The 2007 study examined the possibility of struomiand quantifying an assessment of the response
of governments using an ‘ideal’ list of policiegjoéred to tackle the problem in each of the country
types. The hope was that a Boolean (yes/no) aseesswuld be made against each ideal, a score of 1
or 0 given, and that the results could then be ematad. In order to pilot such an assessment,
Chatham House worked with the advisory panel tebigvand reach consensus on ‘ideal’ policy

lists. To provide for more nuance, the scoring eygdl allowed for three possibilities — 0 for no
policy, 2 for the policy clearly in place, and aeirim score of 1 where the policy was under
development, partial or incomplete. The ideal polist for producer countries eventually stretched

75 separate policy questions and sub-questionéisttier consumer and processing countries 18.
Lists of the policy questions are included in AnexThe policy questions can be grouped under a
much smaller number of major headings, and thegerrhaadings are used to present the results in
the chapter on the government response.

% ibid.



Assessments against the ideal policy lists wengezhout by Chatham House for consumer countries
and by country partners for processing and productuntries.

Survey

The 2007 study on indicators found that there wasaath of information available with which to
assess certain aspects of the response to illeggihlg and associated trade, particularly with réga
to end goals - actual levels of illegal loggingeTdtudy recommended that a limited survey of
perceptions of relevant experts in producer coestmay help to fill this gapFollowing this
recommendation, Chatham House has developed aysgmestionnaire with the assistance of the
advisory panel. In addition to questions relatethenature, scale and trends in illegal loggieglft
the survey also sought to garner information orrélsponses of government and the private sector.
Most questions were targeted at a full range gdordent groups, though a small addendum survey
was designed solely for private sector represemtmtiAn extended version of this last addendum
survey was also used in Vietnam, to assess thatprsector response in a processing country. Copies
of the main and private sector addendum surveytigmesires are available on the Chatham House
illegal logging websité.

There are a limited number of experts with intimtewledge of illegal logging and the response in
each producer country, so the survey aimed ondptain around 30-40 responses in each. Given the
risk that certain respondent types might be indittebe biased in a given direction, the survey
sought to obtain a balance of respondents fromrgovent, the private sector, NGOs, academics and
the donor community. An analysis by Chatham Hodgbeofindings of the pilot surveys in Indonesia
and Cameroon found some evidence of bias, withrgovent and private sector respondents slightly
more positive and NGOs more inclined to be negabué on the whole there was a surprising degree
of consensus between different stakeholders onstladbof the questions. Obtaining responses to the
survey proved to be difficult, generally requirimgiltiple follow-up contacts with respondents. In
Indonesia 36 responses were eventually obtainedn litameroon the response rate was low and
only 18 responses were collected. Basic analysigjearphical interpretation of the survey results wa
carried out by Chatham House; this did not useistiphted statistical methods to try to eliminate
bias or establish confidence intervals. Given thava, care should be taken in interpreting the
results. In particular, greater confidence shoelglaced in the responses relative to one-andtlaer t
in the numerical differences.

In general, the pilot survey seems to have beetesstul. The results mesh well with what is known
from other indicators and from anecdotal informatibhough some questions regarding trends were
included in this initial survey and can provide soimitial measure of change, it was hoped that were
the survey repeated in future then differences betwesponses from year to year could also provide
an indicator of the direction and extent of develepts. It is not yet clear whether the survey tall
sensitive enough to reliably pick up such diffeesichowever, and whether this is possible will only
be known once follow up surveys are conducted haddsults compared.

125 Timeperiods

Ideally, all indicators would be assessed for #aestime period. In practice this is impossible:
perceptions surveys and ideal policy assessmerasureethe situation at the time they are conducted,
but trade & production data, enforcement data ahdranformation is often only available some

years into the past. If an assessment was heldurditlall indicators related to the same time péri

* Since the 2007 indicators study was produced, gample of the use of a perceptions survey to aseesks of illegal
logging has been published, a private sector surv@anzania (TRAFFIC, 2007, Forestry, governanceratibnal
development: Lessons learned from a logging boosoirthern Tanzania - http://www.traffic.org/forgstr
reports/traffic_pub_forestry12.pdf)

° www.illegal-logging.info



—i.e. the lowest common denominator year - it \ida¢ many years out of date by the time it was
published. A compromise was therefore made indhg®, and this study includes data from a range
of baseline dates. This pilot study should prinktyplae viewed as an assessment of the situation in
2008: the ideal policy assessment and perceptiomeys were conducted at the end of 2008, and the
media analysis was for 2007 and 2008 (year to epdethber 2008 for partner assessments). Some
other information however, particularly the quaattite estimates of actual levels of illegal logging
and trade, use data from 2007 or in some cases Zbeassessment period is always made clear in
the text and graphs.

1.2.6 Partners

In Vietnam, Cameroon and Indonesia Chatham Housenissioned research by local country
partners. In Vietnam, TRAFFIC provided assistanmt&ameroon the local office of CIFOR, and in
Indonesia a team of independent consultants. In&ie the partner examined government policies
against the ideal list, sought available enforcendata, and conducted a survey of the private secto

In Indonesia and Cameroon, partners examined pslicarried out an assessment of media coverage,
collected data on enforcement and revenue cagtssessed levels of illegal logging in a sample of
national parks, collected data with which to condugod balance assessments, and conducted the
survey of experts.

1.2.7 Presentation

The results of the assessment are presented UnediErur major headings — awareness, government,
private sector and actual levels of illegal loggamgl trade. Since the indicators are fewer, theosec

on awareness and the private sector are much ghwgse on government and levels of illegal
logging longer. A summary and conclusions are misluded. Results are further sub-divided into
sections on producer countries and consumer arggsmg countries. In some cases (such as actual
levels of illegal logging), results are presentgdrigicator, but in others (such as the section on
government response), information from a rangaditiators is brought together and analysed under
major headings.

1.3 Lessons learned and next steps

The first draft of this study was produced in A@@09 and reviewed by the project’s advisory group.
Some comments received and lessons learned coulddrporated into this revised pilot report, but
in many cases it will only be possible to amendhodologies in future full-phase assessments. An
immediate expansion of the pilot phase is alreagdgddeveloped, which would see additional
assessments for a further seven countries (Mala@$iana, Brazil, China, Japan, France and the
Netherlands). The intention is that the resultenftbese additional countries will be combined with
the pilot results and published in late 2009 adlacblour report, presented as a measure of the
situation in 2008.

The pilot has demonstrated how expensive and tomswaming the process of measuring the
indicators can be; based on this and the likelfyadilty in discerning patterns of change over short
time periods, Chatham House are now recommendatathy future regular assessments are
conducted biennially rather than annually. If furglcan be found, this would mean a follow up
assessment would be carried out in early 2011, umi@asthe status of the response in 2010.
Additional financial and technical support will ikt be found if a second assessment is to beedarri
out.

Since the pilot was conducted, both the surveytipresire and ideal policy list have been shortened
A large number of questions included in the pilegstionnaire relating to the implementation of
specific government policies have been removedlaméhtention in the next phase is to instead
attempt to measure implementation and effectiveakgevernment policies in a structured way



through the country partners. It is hoped thatntlueh shorter questionnaire will encourage an
improved response rate.

A number of indicators are likely to be droppedtfoe full, expanded assessment, either because they
proved to be poor indicators, or because the daleof useful data proved to be impossible within
resource constraints. Both the national parks arest governance aid indicators will be dropped in
future.



2. Awareness & Attention

2.1 Producer countries

Indonesia

An analysis of relevant stories in a sample of maor Indonesian-language newspapers for the two
years to 30 September 2008 found that coverage of the sub@tmore than doubled year on year
(see graph 1). This pattern runs contrary to bnoadalysis of relevant stories in the English |aaggi
media in Indonesia and abroad, however, both ofhvfell for the first time in 2008 after steadily
increasing for many years (see graph 2).

Graph 1: Coverage of illegal logging in domestiddmesian media, two years to September 2008
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Source: Analysis by Chatham House partners of aglestories in Kompas and Koran Tempo newspapers

Graph 2: Coverage of illegal logging in Indonesmlocal and international media, 2001-2008
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Indonesian domestic media

The proportion of articles in Kompas and Tempo Wwhigate to law enforcement activities expanded
in the most recent year. Two meaningful subcategosiere identified: articles that implicate
government officials in illegal logging activitiésorruption), and articles that track high profikses.
Coverage of corruption-related illegal logging stertrebled year-on-year, while stories on high
profile cases almost doubled, with the case ofdlldogging baron Adelin Lis dominating this latter



sub-category. The increased coverage of corruggiorieresting in view of the finding in the expert
perceptions survey that corruption was the onecagfehe problem felt to have worsened during
2008 (see Chapter 5). It is possible that the as®d perception of corruption as a problem may stem
from the increased media coverage, and it is maravhether the increased media coverage itself
reflects a real increase in illegal-logging relatedruption.

A brief review of the international media storigsitbegal logging in Indonesia, which fell in 2008,
suggests that one factor in the decline may haga balrop in NGO attention. EIA/Telapak, for
instance, had produced a major report on illegggilag in Indonesia in each of the previous three
years, and Greenpeace and others were also attivedia campaigning; in 2008, EIA/Telapak
shifted focus to Vietham, while Greenpeace havaded on Papua New Guinea and China. The
Indonesian government has also been less actiméniging attention to the issue, and the decline in
trade in stolen wood between Indonesia and Maldyasaalso reduced media attention on the subject.

Cameroon

The year to September 2008 saw a dramatic increake number of relevant articles in the media in
Cameroon when compared to the previous year. Fag/Z@nly 23 articles were found, while in
2007/8 103 were counted (see graph 3 below). Thpaghof the difference may be accounted for by
the greater difficulty experienced in finding oldeticles, there was certainly a genuine increase i
attention.

Graph 3: Volume and nature of newspaper coveradkeghl logging in Cameroon, two years to
September 2008
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Source: Analysis by Chatham House partners of agliestories in Cameroon newspapers

The increased coverage appears to have stemmedtecappointment of Elvis Ngolle Ngolle as
Minister of Forests in September 2006. His deteatidm to make real changes in the way the forestry
sector was managed has been widely covered over éind in the government controlled press good
news stories are more likely to be published. Theidity of Forests and Wildlife (MINFOF) under
Ngolle Ngolle has also been much more pro-actiterims of public relations. This is reflected ie th
dramatic increase in the number of stories reggrttia government’s response to illegal logging, a
category which has also expanded as a result @rage of the development of a voluntary
partnership agreement with the European Union.

The Ministry of Forests and Wildlife (MINFOF) alpmblished official responses to several
international publications denouncing illegal laggiactivities in Cameroon, such as a report by
Friends of the Earth International (FOEI) publistoacdthe illegal operations by a large logging
company in April 2008. This has been reflectedririnzrease in the number of articles on the extent



and impacts of illegal logging. The increase hasbeen solely due to more public relations activity
by the government. A number of stories in 2008 atemmmed from more pro-active public relations
activity by the domestic private sector. Despite lrgely government-controlled press, critical
stories about illegal logging, including ones disging the role of corruption, stemming from NGO
investigations and other sources were also puldigh@creased numbers.

2.2  Processing Countries

Since the interest of this study in countries sasNietnam is in relation to their role as impaster
processors and re-exporters of illegally sourceddymedia coverage solely regarding domestic
illegal logging is excluded from an analysis of aaveess. In an analysis of domestic Viethamese
news coverage, such exclusion reduces the amowot/efage to nearly zero. While Vietnamese
newspapers regularly report on domestic illegafjiog cases, and also regularly report on the
growing volumes of timber being imported into tleictry, between 1999 and 2007 there was not a
single article addressing the country’s role inamimg illegally sourced wood and thus contributing
to illegal logging elsewhere. Between 1997 and 1888 were some occasional stories stemming
from work by the NGO Global Witness which expodeel iimport and re-export of illegal Cambodian
timber, but the problem reduced and attention dyitziled off.

A resurgence of coverage of the subject of illégaber imports was seen in Vietham in 2008,
however. The release of a report by the NGO EIMarch 2008 regarding imports of illegal timber
from neighbouring Lao PDR sparked a storm of ddmyahe government and industry in the
domestic media. This was followed later in the y@astories covering the increasing efforts having
to be made by Vietnamese furniture companies tarerthe legality of imported timber, resulting
from the imposition in May 2008 of the Lacey Actemdmerttin the US, a major market for
Vietnamese wood products. These articles repomedaskshops on the issue held by the verification
body SGS and by the government alongside the NGENIU hese revealed how Vietnamese wood
product manufacturers had moved on from outrighialéo an acceptance of the need for action,
calling on the government to follow the lead of Elg by implementing an ‘Action Plan’ to tackle the
problem.

2.3 Consumer Countries

Though there are generally more articles publish&diS media than in UK media, adjusting for
population size suggests that the issue has a greeker profile in the UK.

Media coverage of illegal logging in both the Ukdahe USA fell significantly during the last year
(2008), the first time such a significant fall Hesen seen since the issue first came to prominance
the late 1990s (see graphs 4 and 5 below). Covéradjbeen slowly growing in both countries,
reaching a peak in the UK during 2005 and in thertdB07. Analyses of stories carried by the ten
largest selling newspapers in each country, améestoarried by the UK’s main trade journal, also
show steep declines in coverage in 2008.

® See section on the US government response in CHaptdow for an explanation of the Lacey Act amead
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Graphs 4 and 5: Coverage of illegal logging in UKdaUS media
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Source: Factiva news search for phrase ‘illegagitog in all UK media outlets, and in 10 largestliag newspapers.

The reason for this recent decline is unclear. i@aisle analysis of relevant articles in major etsl

and in the UK Timber Trade Journal (see graph 6vesuggests that articles on the nature, scale and
impacts of the problem in producer countries haaelided, as have articles covering efforts at
enforcement in these countries. On the other hatodes covering the development of domestic
responses to the problem have expanded, partigtiterte related to action being taken by the UK
government and the European Union. This shift c&laow the issue has progressed in recent years
through the stages of response, with the focusarothe development and implementation of new
laws and regulations aimed at reducing the flowilerfally sourced timber and wood products.

The fall in coverage in the general media in thedd8 UK, and in the UK trade journal, also appears
to reflect a recent decline in the activity of NG@sthe subject. This is supported to some extgnt b
an analysis of the number of reports and presaseteissued by the major NGOs with a history of
working on the issue. This may signal a strategange of direction by such NGOs — with the battle
for awareness and political attention largely wioeus has shifted to the less overt lobbying
regarding the technicalities of the response. i alao reflect a growing shift in attention amongst
NGOs active on forest issues towards links betwWersts and climate change, particularly the
development of initiatives on reducing emissionsuigh deforestation and degradation (REDD).

Graphs 6 & 7: Analysis of coverage of illegal loggiin UK Timber Trades Journal
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Qualitative analysis of coverage in major newspapeeach country in recent years, however,
reveals that surprisingly few stories examine #saie of the role of these countries in driving the
problem. The most common reasons for stories athdeesulting from floods and landslides in
affected countries, and concerning the negativeceffon wildlife. Of 42 stories in the major UK
papers during 2008, for instance, only six mentibiine role of the UK as a consumer of illegal
wood, and of these just one examined the aspelgpth and included a case study.

11



3. Government Policy Development &
Implementation

This chapter examines government policy developrardtimplementation in producer, consumer
and processing countries. The state of each coamtojicy development was measured against a
framework of ‘ideal’ policies (see methodology $ewctin Chapter 1 above). Chatham House
researchers and partners used a range of primdryemondary sources to conduct the assessment,
including direct contact with relevant governméO, and IGO representatives as well as reports,
databases, and websites, available from governmI&@s, IGOs academia/research and the media.
In addition, enforcement data (in all countries) aevenue capture data (in producer countries) was
also collected from a range of sources, analyzedrarorporated into the country assessment. The
expert perceptions survey also provided informatawrthis indicator in producer countries.

The following analysis examines government actiora@ountry by country basis as well as
providing summaries in each country group. Moghefindicators related to government policy
development and implementation are being asseseséaef first time, so only baseline data is
available and relatively few conclusions can bewtran the extent of improvement in the last year.
Any subsequent assessment in a later year woudthleeto say more.

As discussed in Chapter 1 above, an attempt was toaadd a quantitative element to the assessment
of government policies against the ideal policy: li$is proved to be very problematic in practice,
however. The policy questions were carefully forateitl so as to facilitate standardized responses
and reduce inconsistency in the assessment prddegsrtheless, although the policy questions had a
high level of specificity and were accompanied btailed guidance, many of them still allowed for
subjectivity. For this reason only an overall sumyrguantitative analysis is presented briefly ia th
summary section below, and caution should be takeomparing the scores between the countries.

As well as assessing the overall government respiorisroad terms, the expert perceptions survey
also sought to expand on the ideal policy list @GliHboked only at whether the policy existed) by
seeking views on the effectiveness (design andemehtation) of each policy on the list. So for
instance, the ideal policy list might ask whether law requires that information on timber
concession license ownership is made public, ihdesurvey would seek to determine whether or
not any such law was followed in practice.

3.1 Producer Countries

Summary

The majority of respondents to the perceptionsesuinr both producer countries felt that the
government had an average or low level of effeaess in tackling illegal logging, though a number
of respondents rated the government'’s responseatk garticularly in Indonesia. The majority of
respondents in both countries felt the governmamesponse had improved at least slightly in the las
year, though improvements in Indonesia were constbi be stronger than in Cameroon.
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Graphs 8 & 9: Survey results on overall governnresponse in producer countries
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Source: Chatham House illegal logging expert pdioep survey, September 2008

The policy list assessment found that both prodaoantries had relatively few of the necessary
policies for tackling illegal logging in place, sow 50 per cent or less in most areas (see graph 1
below). While both countries scored relatively well high-level policy arrangements and
international co-operation, both also scored paldity poorly regarding policies aimed at balancing
supply and demand, at respect for tenure rightsjde of chain of custody and timber tracking
procedures, and for law enforcement-related pajgeocedures and technologies. Though resource
allocation procedures (the process for grantingessions) were scored highly in Cameroon, it is
uncertain to what extent these procedures arelbctobowed in practice.

Graph 10: Producer country deal policy list resyulbercentage of maximum score
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Source: Chatham House project partner scores fsteexce of individual ideal policies in pilot prazkr countries.
NOTE - subjectivity in scoring means comparisortsvben the two countries are unreliable.

In each country section below, survey results aeudsed which evaluate specific impediments to
the government response as well as change in trexrgoent response in these areas during the last
year, (see graphs 11 & 12 for Indonesia and 14 §ol&ameroon). The survey graphs assess
political will, corruption, transparency and acctability, data on forest resource utilization,
enforcement capacity and enforcement effectivenagsoth countries, corruption and a lack of
transparency were found to be the most importasttlpms, (though in Indonesia most problems were
considered almost equally important). In additinrpoth countries, the survey respondents felt that
the government response was improving acrossedkathough generally only by a small degree.

Table 2 below summarizes findings from the coustugdies by collating results from the policy
framework assessment, the survey and other sources.

13



Table 2: Summary of government policy status imipeer countries

POLICY AREA
Political will;

High level policy
arrangements;

High level
coordination of
action.

INDONESIA

Some high level arrangements are in place for promoting and
coordinating action by government to tackle illegal logging, and high
level commitments have been made. The survey results indicate that
the current situation is marred by a lack of implementation and limited
effectiveness, but is improving. Although survey results identified
political will as a problem, they also indicated that it has improved
considerably in recent years.

CAMEROON

Most high-level policy arrangements are in place, though the survey
results indicate that their effectiveness is not high. Survey respondents
ranked Cameroon'’s high-level policy arrangements, in general, as just
below average, although coordination of action and consultation
procedures were considered to be weaker. Progress on FLEGT VPA
negotiations was, however, identified as a positive influence on the
level of stakeholder consultation. The survey also indicates that
political will is improving significantly.

Strength and
cohesion of laws

Partially incoherent and ambiguous: numerous overlapping and
contradictory laws and regulations. Inconsistencies are found in the
legal framework and also result from the country’s decentralization
process.

Partially incoherent and ambiguous: contradictions exist between law
provisions and regulation texts and some regulations are missing. In

addition, the forest law is partially conflicting with other laws affecting
forests.

Combating
corruption and
improving
transparency
and
accountability;

Checks and
balances to
ensure
government fully
applies forest

Corruption was identified as most the important problem by the survey
but it also indicated that there was a stronger improvement in this area
over the last year than any other policy area.

Some checks and balances are in place but the survey indicates these
are generally poorly implemented or not yet effective.

The survey found that the drafting of the law on general right of access
to information is good, but compliance with it is weak.

Some information related to resource allocation and management is
available, though transparency appears to be low across a number of

Corruption was identified as the main problem by survey but was also
considered to have improved slightly over the last year.

Several measures have been put in place to ensure that government
fully applies forest law, but some key elements are missing. The
survey indicated that where such measures exist their effectiveness is
limited.

Cameroonian law contains provisions designed to ensure transparency
in resource allocation and concession use. Provisions for transparency
of information on enforcement activities are not explicit on the
publication of data on forest crimes.

law and the selected indicators. Some quantitative data is collected on

regulations. enforcement activities but not systematically nor transparently. Several of the transparency provisions are implemented, though there
are areas where transparency can be strengthened, in particular, but
not limited to, enforcement activities.

International Indonesia is in the discussion and preparation stage of a FLEGT VPA. | Strong with multiple commitments at the international level, in

cooperation In addition, the country has declared MOUs® with a number of particular a FLEGT VPA. Cameroon is one of the leading producer

countries though the impact & effectiveness of some of these
agreements is questionable.

countries in this process. Survey respondents considered international
cooperation to be generally good.

" In this table all survey results are specifiedwhsAll other findings are drawn from analysigpobject partners’ policy framework assessment ahdralata collection by
partners and Chatham House researchers.
8 www.dephut.go.id/informasi/FLEGT/WI/Summary-actiptan.pdf (UK); http://jakarta.usembassy.gov/ecaufé-invest_sept-nov06 (USA); www.indonesianembassy-
china.org/id/relations.html (China); www.highbeaonddoc/1P2-13420990.html (Japan)
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POLICY AREA
Policies and
measures
concerning
supply and
demand of legal
timber

INDONESIA

The survey and framework indicate that such measures are limited and
have weak implementation and effectiveness. An assessment of the
country’s forest industry capacity was carried out but has had little
follow up action. There is no formal mechanism in place for the Ministry
of Industry (which grants mill licenses) to coordinate with the Ministry
of Forestry (which has authority to assess the legality of forest
management units that provide timber to the mills) and together to
ensure that at the national level mill demand and legal supply of timber
are in balance.

CAMEROON

Some measures are in place (capacity assessments have been carried
out and a permitting system is in place for large facilities) but there is
no mechanism to address any country-wide imbalance. Survey
respondents considered that government measures concerning supply
and demand were generally adequate on paper but that
implementation was weak and their level of effectiveness low.

Tenure and use
rights

Tenure and use rights are not clearly defined, documented and secure.
Some formalized mechanisms to address some aspects of this issue
do exist, but they currently have limited impact. A majority of survey
respondents thought that both the effectiveness of customary and legal
tenure and use rights arrangements were poor or very poor, although a
third thought they were average.

Tenure and use rights are not clearly defined, documented and secure.
Survey respondents generally considered the effectiveness of tenure
and use rights arrangements to be average to poor, or worse.

Timber tracking
system

A system is in place but the survey and other sources indicate that
control is weak and it is easily abused. The situation may improve with
potential implementation of a computerized system but a lack of
capacity pervades. VPA should bring improvements.

A system for tracking timber is in place but is inadequate. The system
does not aim to verify timber and lacks critical tools. The survey results
indicate that the current system is average or poor.

FLEGT VPA should bring improvements.

Resource
allocation and
management

There are requirements in place for some resource allocation
procedures (including prior informed consent procedures and
community protection measures) but these are, in general, poorly
implemented. Survey results indicate that resource allocation
procedures are considered to be average or poor, in general.
However, discussions on FLEGT VPAs may lead to a significant
improvement in the situation.

A range of resource allocation procedures are in place. The survey
indicates that these are not effective or adhered to, but also indicates
that the situation is improving.

Institutional and

Enforcement capacity was found to be generally weak against a range

Enforcement capacity was found to be generally weak against a range

operational of indicators. The survey results indicate a marginal improvement in of indicators. Some efforts have been made recently to promote
factors in law capacity and effectiveness in the last year. effective law enforcement in Cameroon, but in general, the situation is
enforcement poor. The survey results indicate that the situation is improving, though
capacity and only marginally, and less so than in other policy areas.

enforcement

Financial Partial system in place with some areas for improvement. Some Partial system in place but needs strengthening. There is a mechanism
management reviews are carried out of revenue due against revenue owed. Forest in place for monitoring revenue due against revenue owed but no
systems and administration audits occur, but the full findings are not publicly mechanism for addressing discrepancies, a problem which may lead to
revenue available. Indications of a lack of data sharing between ministries. an unknown amount of revenue loss. Data collection is quite weak.
collection

efficiency Data gathered for this study seems to indicate that the revenue Data gathered for this study seems to indicate that the rate of revenue

collection rate may be high. However, problems with the reliability and
availability of the data mean that it is not possible to determine with
confidence the actual rate of revenue collection.

collection is high. However, data problems exist with the estimation of
what is due. It is therefore likely that the difference between what
should be paid and what is paid is actually more than the available
data suggest.
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311 Indonesia

When considering various impediments to an effeciovernment response in Indonesia, the survey
results indicate that all factors are almost egqupakdiments to an effective government response,
with a marginal tendency to consider corruptioth&smain impediment. However, the survey results
also indicate that all areas showed some improvetheing 2007-2008. The strongest improvement
was in combating corruption and promoting transpeyefollowed by political will. The least
improvement was in enforcement effectiveness. Thdhg survey suggested a particularly notable
improvement in efforts by the Indonesian authasite combat corruption and promote transparency,
it also suggested that even greater improvemeatargently needed, since the survey found that
corruption had nevertheless been the only aspdbedflegal logging problem to have worsened
during the year (see Chapter 5 on levels of illéagding).

Graphs 11 & 12: Survey results on different aspettpovernment response in Indonesia
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Source: Chatham House illegal logging expert pdioep survey, September 2008
High level policy arrangements

The high-level policy arrangements in the counteyat various levels of development and
effectiveness. The government launched a medium fiznestry development plan (2005-2009), one
aspect of which is combating illegal logging ankied tradé.A presidential instruction of 2005 also
called for an acceleration of action to combagilidogging-’ Although processes exist for high-level
coordination of actiofl, the survey results indicate that the currentsiim needs much

® The plan is supported by Ministerial Decree SK6/&enhut-VI1/2004, www.dephut.go.id/files/InPresAg005.pdf
10 presidential Instruction 4/2005, www.dephut.gdilie/InPres4thn2005. pdf
™ In addition, the Ministry of Forestry and the Relialso made a high-level agreement to tacklesillEmging in 2001.
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improvement, with respondents identifying key pesblareas as a lack of joined-up action,
ministries’ overlapping roles and responsibilitiéthe unclear division of authority between Minystr
of Forestry (MoF), regional governments and villsigeuthorities can lead to weak forest institutions
and overlapping regulations, as discussed below.

The Coordinating Ministry for Politics, Law and $eity is currently in charge of coordinating action
on illegal logging, but according to the survelaitks sufficient funding. The ministry has set up a
multi-stakeholder team (known as Kormonev), whicime survey respondents considered to have
improved the situation, although others cautiofed it had only been sporadically effective. This
group has drafted an action plan which is not geepted by the Coordinating Ministry or MoF.

Stakeholder dialogue is currently limited. Despite need to take into account a range of opinions i
forming policy and legislation, it seems that fotmansultation processes have in the past mainly
been initiated by donors and NGOs, rather thamgtvernment. However, the recently established
National Forestry Council (DKN) has the mandatsupport multi-stakeholder dialogue on forestry
issues, but so far its impact is felt by some olersrto have been minimal. The need to improve
stakeholder dialogue was highlighted by one sureepondent who noted that the government cannot
successfully tackle illegal logging on its own, dag¢he complexity of the problem, but rather needs
the support of all stakeholders. However, the amg&iLEGT VPA negotiations include a strong

focus on stakeholder participation, which shoudtlléo significant improvements in this area in the
future.

A recurrent observation from the survey was thatenigh-level commitments and initiatives aimed
at tackling the problem are improving, lack of effee implementation is the key impediment to
addressing illegal logging.

Legidative framework and government structures

Forest legislation and regulation in Indonesia assessed by the Chatham House partner as partially
incoherent and ambiguous with numerous overlaplgiwg and contradictory regulatioffs.
Inconsistencies in the legal framework (as weth&sdecentralization process) provided the politica
space for district governments and certain prowinodake parts of the Forest Estate intended for
protection and reclassify them for the purposesrofluction®® In addition, uncertainty of ownership
can lead to conflict over control of land resourcisparticular, communities’ use and ownership
rights are often not recognized (as discussed Béfow

The survey also found that law drafting can be warak that apparent good intentions, such as
community forest management, can have unintendedtefsuch as preventing other small scale
forest-based enterprises that might bring real fitsrte the rural poor and help protect forest
resources.

A 2001, government Act states that the conflictags relating to land and other resource tenure by
the government sector should be discontinued beazfubeir negative effects on poverty alleviation
and on natural resource conservation and managemsrihis has not been implementad.

2\World Bank 2003, ‘Combating Corruption in Indonesirvis and Jacobson 2006, ‘Incentives to prorfurtst
certification in Indonesia’. IFC Pensa, Jakarta.

13 The programme of decentralization which gave idisgovernments greater control over the managewiematural
resources has exacerbated the problem of illegaging, which took place after the Suharto Governnfiglhin 1998, DFID
2007, ‘Crime and Persuasion-Tackling lllegal Loggilmproving Forest Governance'.

14 Contreras-Hermosilla A. and Fay C. 2005. ‘StrengtigeForest Management in Indonesia Through LandifeeReform:
Issues and Framework for Action’. ICRAF/Forest Trensrld Bank, 2007. ‘Sustaining economic growthratu
livelihoods, and environmental benefits: Stratagptions for forest assistance in Indonesia’. Wa@#hk, Jakarta

1> Government Act TAP MPR 1X/2001
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Discussions on a new definition of legality for er currently being held under the FLEGT
negotiations should help to clarify the currentiglaguous and contradictory situation, and thereby
facilitate law enforcement and reduce corruption.

Although the rights and responsibilities of vari@avernment departments are documented and
defined, problems exist in the governmental stmectihe Chatham House project partner considered
that one of the underlying problems in Indonedi@'sstry sector is the overlap between the rights a
responsibilities of various government institutipaspecially since decentralizatidn addition, one
survey respondent noted that weak coordination dmtvgovernment institutions also constitutes a
significant problem.

Government structures; checks and balances.

Some checks and balances are in place to combraption and ensure government fully applies
forest law and regulations but where such measxissthey are generally poorly implemented or
not effective. The law sets limits to use of disiareary powers, but is partially uncledPenalties for
staff are strong enough to dissuade corrupt pesstiout are rarely applied.

Survey respondents had mixed views on this mattérseme identifying a lack of impact of
penalties on corrupt officials’ behaviour and thaty of staff being removed for corruption while
others felt that the situation was getting befféie new KPK anti corruption commission may bring
improvements, although it is not yet focusing om fibrestry sector. The MoF has an Inspectorate
General to monitor performance, but little releviafbrmation is published. There is a parliamentary
commission on forestry which has formal oversigldrahe MoF and associated agencies but,
according to one survey respondent, it is not &ffecthree of its members are themselves facing
charges or have been convicted of corruption.

In general, the survey found that the state ofttireent checks and balances for ensuring proper
conduct by government officials was very weak, titothe overall opinion was that government
efforts to combat corruption and promote transpayrevere improving.

I nternational cooperation

Indonesia is in the discussion and preparatiorestd@ FLEGT VPA, which should contain practical
measures to control illegal logging, including e@acl definition of legality, an acceptable system of
establishing and assuring/verifying legality ancr@ased stakeholder participation. In addition, the
country has declared MOYswith a number of countries including the UK, Nogw&hina, Japan

and the USA and made a FLEG-related ministeridiadation, but the Chatham House project partner
found that the effectiveness of many of these ages¢s is questionablsince there has been little
subsequent implementation or follow {1p.

Opinions of survey respondents on internationabperation by the Indonesian government were
very divided. While slightly more than half feltduco-operation to be average or good, almost as
many felt it to be poor.

° DFID 2007

7 http:/iww.dephut.go.idffiles/Data_ltgen_2003_2(pe8

18 \www.kpk.go.id/modulesiwmpdownloads/singlefile. phid2d 0&lid=19

19 www.dephut.go.id/informasi/FLEGT/WI/Summary-actiptan.pdf (UK); http://jakarta.usembassy.gov/eceue-
invest_sept-nov06 (USA); www.indonesianembassyabim/id/relations.html (China); www.highbeam.conuldd 2-
13420990.html (Japan)

2 An exception is the MoU with the UK, under whichreimportant work has been carried out.
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Palicies on demand and supply

Imbalance of supply and demand is a key drivellegal logging in Indonesia. Processing capacity
far exceeds the legal harvest levels and the gowvemhhas resisted calls to reduce processing
capacity*

While there has been an assessment of the balémamod supply and demand, the Chatham House
project partner found that little or no follow upti@n has taken placé There is an industry
revitalization road map which recognizes that ther@n imbalance between supply and demand.
However, the roadmap does not fully acknowledgdittks between the industry’s current
overcapacity and the problem of illegal loggingstéad, it is primarily focused on increasing the
supply of timber to meet existing capacity andétphrevitalize' the industry, rather than on radgc
capacity to meet existing legal supplies. The ragalimas a strong focus on the development of timber
plantations to replace dwindling supplies of logarsed from natural forests. It also foreseesangtr
role for community owned plantations (HTR) in prdivig timber.

The Chatham House project partner found that tisame formal mechanism in place for the Ministry
of Industry (which grants mill licenses) to coorali@ with the MoF (which has authority to assess the
legality of forest management units that providebier to the mills) and together to ensure thatet t
national level mill demand and legal supply of tenlare in balance. Moreover, although the MoF
has, in a very few cases, choked off illegal ravtemal supplies to mills, and denied those mills
permission to operate, the mills still exist asalegntities because only the Ministry of Industash

the power to close them and is not believed to leaee actually exercised that authofity.

The survey results showed that respondents coesidleat the structures of arrangements to address
wood supply and demand problems were of averagéyqumut that their implementation and
effectiveness was weak.

Tenure and userights

Weak use rights and tenure arrangements are coegdidesignificant part of the problem of illegal
logging and can often lead to hardship for locahownities and indigenous peoples.

In Indonesia, property, use rights and tenure gearents are not clearly defined, documented and
secure. Although some formalized mechanisms toesmddsome aspects of this issue do exist, they
currently have limited impact. In general, tenur@agements are not set out on clear maps, are
unclearly demarcated and have limited protectiomating a significant impediment to effective fdres
control and respect for legal and customary rightsignificant portion of the Forest Estate hastget

be properly gazetted, leading to uncertainty oaadltenure and often conflict. Traditional

community rights often overlap claims by the stat& maps used by the MoF often do not reflect the
reality on the ground

21 The processing capacity is said to exceed legalaity by a factor of 4 (see DFID 2007).

22 Donors have carried out several studies on thelanba of wood supply and demand as a driver ajalléogging.
(National workshop on forestry and illegal loggingAugust-September 2000; In-House Working Groupratustry
Revitalization)

2 |In addition, mills are still required to submiprets to the Ministry of Forestry's DirectorateFairest Products Processing
and Marketing each year which represent the préegse sources of timber which they will process] an this basis, mills
are given permission by the Directorate to protieisstimber in that year. The project partnerigas indicate that, in
reality, both the initial assurances given by thiaibtry of Forestry to the Ministry of Industry, all as the ongoing
evaluation of raw material supplies by the MinistfyForestry's Directorate of Forest Products Pssicg and Marketing
are quite weak and insubstantial.

24 For example, an ICRAF study of areas allocated domraunity forestry plantations (HTR) by MoF in the &ag Toru
district, showed that only 3% of the area did reténa productive tree cover, agricultural use & avaettlement
(Noordwijk et al. 2007, ‘Is HTR a New Paradigm in GQoomity Based Tree Planting in Indonesia?’, ICRAF, Bogor
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A regulation issued in 1999 by the Ministry of Agiiture does specify the conditions for the
recognition of community land claims and guidelifi@stheir settlement and directs all district
governments to investigate if land claims existwattheir district. However, implementation of the
regulation seems to be ineffective and althougbwvegmental working group on tenure was
established to facilitate discussion of this prabléhe Chatham House project partners found that it
has had limited influence on poliéy.

Graph 13: Survey results regarding the effectiveradgenure and use rights arrangements in forest
management in Indonesia

Tenure and use rights

H Legal

m Customary

Source: Chatham House illegal logging expert pdioep survey, September 2008

A majority of survey respondents thought that messto ensure that for ensuring respect for both
customary and legal tenure and use rights in fonestagement were poor or very poor, although a
third thought they were average (see graph 13 gb@res survey respondent noted that the
decentralization process led to large areas bdincgsed by local authorities which in many cases
overlapped with existing concessions already alemtat national level, but felt that that this s$sl
gradually being resolved.

Other respondents noted that although the govermiménying to facilitate conservation, production
and welfare, in terms of implementation, benefits@ptured by the strong institutions. One
commented that it is very difficult for communitisget tenure rights established, and there seem t
be no effective controls if a large company wistwel®g a forest that has a community claim of it.
Another stated that he was not aware of any effeystems to document or uphold customary law,
making ‘conflict’ the only option for communitieshich were losing their rights. One respondent
believed the failure of the tenure system to beadmaost serious problems affecting sustainable
management of Indonesia’s forests.

Timber chain of custody, transport and tracking

Indonesia has a system in place designed to vifwrigin of timber (back to the forest management
unit) in transport, transfer and delivery, base@awocument known as the SKAU (Surat Keterangan
Asal Usul/ Letter of Origin). The SKAU, currentheimg rolled out, will replace the previous SKSHH
certificate. The SKSHH/SKAU is printed by the natib currency authority, and is therefore in
principle tamper proof. However, in practice altenas can be made. In addition, many more
SKSHH/SKAU permits are printed than are needednatiy, increasing the chances that the
documents may fall into the wrong hands or be gilyunisused.

One survey respondent noted that illegal duplicatibtransport documents is common. Although
computerized systems are not currently used, aomtivve system is expected to become compulsory

% sakai, Minako. 2002; Bakker, L. 2006; and Chathasns¢ Indicators Project partner's observationstiéyprocesses.
%8 |Instead, it was claimed, concessions are allogata® or less arbitrarily with little or no congatibn with local
communities (see also ‘Resource Allocation Procesilralow).
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this year, but again capacity to implement it mayeall’ Another respondent noted that although
existing systems are poor the government is worgmgnproving the system in the context of the
FLEGT VPA.

Transparency

Increasing transparency is key to improving fogesternance in Indonesia. In Indonesia, the public
has a general right of access to information hgldublic authorities. 2008 was an important year in
this regard as it saw the passing of a new Publarmation Transparency lai%. However, the
Chatham House project partner found that in pragtiche forestry sector many crucial documents
are not available, such as original concession raagdndustrial Raw Material Supply Plans.

In general, the rights and responsibilities of gowgent institutions regarding transparency are well
defined and such information is available to thbligu However, the decentralization process has
created some uncertainty over these functionstzare is some overlap in responsibilities of central
and regional bodies which reduces the effectiveabdse government response.

Two-thirds of the survey respondents consideretithirms of institutional transparency (i.e. the
effectiveness of legislation stipulating a geneigiit of access for the public to information hbid
public authorities), the drafting of the law is eage or good, but most think that compliance isrpoo
One respondent noted that, as with other areasedisation contained good intentions but had no
follow through (e.g. ministerial targets or repodj, in a culture that is very resistant to sharing
information in the public domain. Another felt thhe situation was still poor but improving and
highlighted the recent passing of the Freedom fafrination Act as well as work by MoF (and
several provinces and districts) on informatiorcitisure policy.

Regarding transparency in resource allocation asdbigement procedures, the situation is mixed but
generally poor. Some rules, dates and resultssoluree allocation procedures are available in a
timely fashior?’? Information on the location of concessions caadessed by website, but this
information is often inaccurate, incomplete, andpsated irregularly. Yearly harvesting plans (vahic
contain the most accurate information on who culyaontrols the concessions and how to get hold
of them) are now issued locally and are difficalatcess, even for MoF headquarters staff in
Jakarta? Contracts, inventories and plans are treated @fidemtial. Environmental and social impact
assessments are not published, but can be fornegllyested from MoF, though even then they may
be difficult to get. However, most forest managemegulations can be found on MoF's web8ite.

Enforcement activities are partially transparenin8 data on forest crimes is available through
sporadic press releases and published in newspapgeneral, while some relevant quantitative data
is collected on enforcement activities, the Chatliouse project partner found that this process is
neither systematic nor very transparent. Someidaailable with which to assess trends in
enforcement cases and seizures (see ‘Enforcemiivities’ below), which can provide a picture of

27 The respondent also noted that the system onlgrsdegs from concessions to mills and that aremsing amount of
timber comes from land clearance operations ortalims, which may not be covered by any effectioetrols. The
respondent noted that some companies have impletheffective tracking systems themselves and kiesset usually reach
international standards of best practice (see‘Riseate Sector Policy Development and Implementgti

281 aw No 14/2008 on Public Information Transparerfgnsparency is also promoted through a pressllaw:no
40/1999 on the Press.

29 Auctions for concession licenses were open tgtligic but the highest bidder did not automaticallp the concession
and the government's final decision process waspen to the public. Auctions have now been disnaet. Bids are
announced through the Ministry of Forestry's welysithile some results are published in newspapetghese tend not to
be very specific. However, a list of all conceasi@and plantations granted by the Ministry of Fliyesan in theory be
requested from the relevant Directorate in the @nate General of Production.
(www.sinarharapan.co.id/berita/0811/24/eko02.html)

%0 Most production and export data is recorded in ekatistical publication, which is published thiowing year
(www.dephut.go.id/index.php?qg=id/node/2195).

51 www.dephut.go.id
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activity in this area. Seized timber is often sthicbugh public auctions, but the results of thase
not published?

Resour ce allocation and management

Many ideal resource allocation procedures are djr@aplace in Indonesia but these are in general
poorly implemented. The FLEGT VPA process may lesignprovements

The Presidential Decree of 2003 stipulates a pedifgration process for bidders for resources, the
results of which are announced to the pulilia terms of prior informed consent procedures and
stakeholder consultations, the Chatham House grp@tner’s reports note that according to law, the
MoF should consult with communities prior to gaireftsections of the Forest Estate. However, much
of the Forest Estate has not been properly gazeitédhe MoF has generally shifted the burden of
working out issues on the ground to concession&li@sncessionaires are required to implement
community livelihood programmes but these are ginggal, carried out inadequately, with few
benefits to communities.

The survey results indicate that all resource atioa procedures are considered to be average or
weak. One survey respondent claimed that thoseresgents for prior informed consent procedures
and consultations which do exist are not taken agtmount in practice.

I nstitutional and operational factorsin law enforcement

Current policies, laws and regulations only paidlsilitate and promote effective law enforcement. A
mechanism does exist to prioritize forest law erdanent (Men PolHuKam), but the recent dispute
between the police and MoF over a series of illéggding cases in Riau suggests that the priorities
of different agencies are not fully aligned.

Table 3 below provides baseline and trend dat&f@renforcement activities during 2006 and 2007,
which provides a picture of country-wide enforcemeetivity. The trend data, which is only
available for cases of illegal logging reported\bgF, shows a significant decrease in cases from
1,713 in 2006 to 467 in 2007 (a 73 per cent deede&ther findings suggest that this decrease does
reflect a genuine reduction in illegal logging heat than other possible causes such as a decrease i
enforcement effort or effectiveness (see sectioaatnal levels of illegal logging).

The Chatham House project partners note that taethapparent decrease in illegal logging
activities in recent years seems to indicate teagfties are persuasive. However, many stakeholders
feel that the backers and facilitators of illegalding are still getting off too easily. Many wankji
practices of illegal loggers remain categorizeda@msinistrative infractions rather than crimes, and
this is not dissuasive. As well as reflecting aigee drop in illegal logging, the fall in recordbtbF
illegal logging cases between 2006 and 2007 shawine statistics above may stem in part from an
apparent reduction in enforcement effort followagurge during 2005-6.

The table also shows baseline data for the volumdevalue of timber seizures during 2006 and 2007
by the National and Forest Police, which is considie. However, it also shows that only 24 per cent
of National Police cases and only 38 per cent oF Mases resulted in prosecutidhSince no prior
year data for prosecution rates was availabledg@ould not yet be ascertained. No data could be
obtained on the payment of fines, and it is nagrclethis is collected.

32 This may allow for a loophole, facilitating coriuygractices, see DFID 2007
33 www.dephut.go.id/files/2a_VII_DIPA_07_LLG_3_2008fp

34 AMAN and WALHI 2003. ‘Application of FSC Principle & 3 in Indonesia’
% See footnote 36 below.
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Table 3: Indonesia forest sector enforcement a@iv2006 and 2067

Confiscations Total

National Police, Calendar year 2007, Volume of timber 1.5 million m3 (approx)
Forest Police, March 2006 to February 2007,%" Volume of 34,500 m3 (approx)

timber

Value of confiscations:® USD 30 million to 150 million

(Using the higher volume of seizures by the National Police) | (est.)

W
[ Cases™ Total ™
2 No. of cases of illegal logging: ** 1,439
o _ : No. of suspects: 1,717
=8 National Police, ___

2 20074 No. of these cases that led to convictions: | 350
Percentage of cases resulting in 24%
prosecution
No. of cases of illegal logging: 467

Ministry of No. of cases under investigation: 353
y No. of cases progressing to court: 179

43
Forestry, 2007 No. of these cases that led to convictions: | 132

Percentage of cases progressing to court | 38%

No. of cases of illegal logging 2007: 467
= - -
@ No. of cases of illegal logging 2006: 1,713
3 Ministry of
= Forestry, 2007
S Percentage of reduction in No. of cases 73%

between 2006 to 2007

Despite the apparent decrease in illegal loggitigities, policy list indicators suggest that
government institutions and agencies still do ramehsufficient capacity and resources to adequately
monitor forest areas and detect and suppress foigst.* In particular, key factors in this problem

% This study’s review of enforcement activities veasried out by the Chatham House project partneiishelsed on print
media (newspapers), government publications, tteeriet, and interviews with representatives froministry of
Forestry. A key finding of this review is that wiisome relevant quantitative data is collectedndoreement activities, this
process is neither systematic nor transparent.

" Translation from data in the Chatham House prgjaciner’s report to a total round wood equival@\WE) and
extrapolation to a twelve-month period: For date$tation, extrapolation and value methodologypsegect partner’s
report for Indonesia.

% |bid.

3% No data was available on fines related to illdgghing. Reportedly MoF's Directorate General ofdRiction Forestry
(Bina Produksi Kehutanan, BPK) collects some ddtding to fines issued by the Forestry Police,thig data was not
made available.

4% Since the MoF and Forest Police cases are baih 2@07 there may be some double counting of thebenwf cases
reported. The number reported by the police idylike be more inclusive (and much larger) thanrtbmber reported by
MoF, as eventually cases from MoF would be handed  the police. As an overall indicator, theip@inumbers are
therefore more meaningful. The MoF numbers arksstiseful indicator, as they may reveal changekeérmolitics of
enforcement in the future.

4! Republika, 2 January 2008; Koran Tempo, 18 Septe@l@y

“2 There were also 189 special cases of illegal loggi Riau with 248 suspects.

“3Indonesian Ministry of Forestry, 2008.

44 See, for instance, Indonesia's Long Term Stratelzin for Forestry 2006-2025, MoF; and reports feoseries of MoF
workshops during June 2007- September 2007 on @@oruin the Forestry Sector.
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are insufficient resources and staff numb8rsoupled with insufficient and infrequent trainingth

in terms of understanding of the regulatory framewand knowledge of techniques and mechanisms
for monitoring and enforcemefftMoreover, government officials do not yet use mahthe
information gathering tools that could strengtheeirteffectivenes$’ Several NGOs regularly carry
out field investigations into illegal logging; thgli they operate without a mandate from official law
enforcement agencies, the work of these NGOs gantlii strengthen official law enforcement
activities as well as investigate, uncover and giilegal activities directly?

One survey respondent noted that weak law enfoneeimi@ root problem in addressing illegal
logging, although another highlighted some positiegelopments where effective law enforcement
has had a significant impact on illegal operation€entral Kalimantad® Another respondent pointed
out that a key issue in the area of poor enforcémahe weakness of the judicial process, with few
major cases being successfully prosecuted in thgso

Financial management and revenue capture

The government revenue system is controlled basethta on production and export reported by
companies® The Financial Investigation Agency (Badan Pemerikeuangan, BPK) carries out an
annual audit and gives follow-up recommendatiorthéoMinistry of Forestry. Forest administration
audits occur but the full findings are not publielyailable>*

An assessment of the extent to which revenue dubkebannual licensed harvest is actually captured
(an indicator of the extent to which licensed laggcompanies pay taxes due) reveals that captured
fees in 2006 actuallgxceededby US$ 65 million) the amount that should haverbeollected based
on recorded harvests. The Chatham House projetrtgparsuggest that while the size of this gap is
subject to the uncertainty of some of the assumptiset, it seems to indicate that there is a
problem of data sharing between the Directoratésinvihe Ministry of Forestry’s Directorate
General of Forest Production Development (BPK) masjble for collecting fees and those tasked
with keeping track of harvest information. Due lte tontinuing confusion in forestry jurisdictions
following Indonesia’s decentralization process ilikely that that some harvests were chargeddees
the local level and those fees were sent to themadtlevel, but that the actual amounts of thevésir
taking place were not shared with the nationalllane therefore not recorded in the total licensed
harvest volume published by the Ministry of Forgstr

312 Cameroon

The survey results indicate that corruption, padoeement effectiveness and low enforcement
capacity are the greatest impediments to an effegibvernment response to illegal logging in
Cameroon. On average the survey respondents fbenel had been some marginal improvement in

45| ow salaries are also considered a main reasdadkrof commitment to law enforcement, as stadffarced to seek
alternative sources of income. See, for instanmmnnesia's Long Term Strategic Plan for Forest86220025, MoF; and
reports from a series of workshops during June 28@ptember 2007 on Corruption in the Forestry $ecto

46 Ccustoms officials receive infrequent training ag paa wider training packagsee
www.dephut.go.id/index.php?g=en/berita&pageFraining for judges and prosecutors exists butfirequent. A training
programme was facilitated by USAID in North Sumatr2007 http://hariansib.com/2007/07/25/as-latihj@ksa-
sumbagut-tangani-kasus-illegal-logging-terorismeeoeian-uang

47 Remote sensing systems are not currently usedsiutlg has examined into this option. Similarlytenil flow analyses
are for identifying illegal activities but mainlytdonors and NGOs, and not by law enforcement ageffiar this purpose
(such as wood input/output estimates, comparisampbrt/export data)http://portal.bppt.go.id/befiitdex.php?id=188.

“8 See the work of Kalimantan’s Anti-lllegal Loggiipnsortium (KAIL), DFID, 2007.

%9 In this instance the closing of illegal sawmillerg the river has led to the stopping of [illegaiiber being sourced from
the forest estate.

0 Forest related taxes and fees are available iargavent regulations and on the web:
www.cess.or.id/docs/2010_08_M_DAG_PER_2_2007.pdf viypkp.go.id/unit/hukum/pp/2002/035-02.pdf.

51 Some investigation results are published on a iteetizut the information is incomplete and not alate.
www.bpk.go.id/doc/ikhtisar/2005ii/APBN/Bab14-Dephutfp

52 See project partner’s report for Indonesia, 26®methodology.
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all aspects of the government’s response durin@ 2@@wever, with political will, combating
corruption and promoting transparency the areawisigahe greatest improvement (see graphs 14 &
15 below).

Graphs 14 & 15: Survey results on different aspettgovernment response in Cameroon

Relative importance of impediments to effective government
responsein Cameroon

Political will

Corruption / lack of transparency
Poor laws

Poor data

Enforcement capacity

Enforcement effectiveness

Not a factor ~ Minor importance Average Highly important Most important

Change in aspects of the government response in the last year in
Cameroon
Political will
Combating corruption and
promoting transparency
Strength & cohesion of laws
Quality of information management
Enforcement capacity
Enforcement effectiveness
Much Slightly Stayed Slight Significant
worse worse the same improvement improvement

Source: Chatham House illegal logging expert peioep survey, September 2008
High level policy arrangements

Cameroon has most high-level policies identifiedhig study as necessary to ensure good
governance in place, though the effectivenesseasfetlis not yet high. A ‘National Strategy Plan for
Forests and Fauna Control’, has been in place &0@8. Action on illegal logging is coordinated by
the National Control Brigade, together with thedaifon of Forests at the Ministry of Forests and
Fauna® In addition, formal processes exist for multi-gta&lder involvement in developing policy.
Following the Yaounde AFLEG Conference in 2003, @tistakeholder Platform (MSP) was
established, under the IUCN. The MSP is involveBlLiEGT VPA negotiations. The government has
not yet carried out its own official review of thauses and severity of illegal logging, however.

The expert perceptions survey ranked the adequacgmeroon’s high-level policy arrangements as
slightly below average, with coordination of actemd consultation procedures considered to be
particularly weak. Progress on FLEGT VPA negotiagiovas identified as a positive influence on the
level of stakeholder consultation, however.

3 There are also two high-level networks: MPs nekwmr SFM and Conservation in Central Africa, (whiohlides a
Cameroonian chapter (REPAR)); and the AssociatioheMayors of Forest Councils, (both bodies are wealin the
FLEGT process as consultative organizations).

25



Legidative framework and government structures

The Chatham House project partner classified Canmésdorest legislation as partially incoherent
and ambiguous. Contradictions exist between lawigians and regulation texts and some
regulations are missing. In addition, the foregt i partially conflicting with other laws affectin
forests. For example, the 1994 forest law andgfieation texts are partially conflicting and un-
harmonized with the 1974 land and gazetting reuiat However, the 1994 forest law is almost
consistent with the 1996 framework on environmemtahagement, especially on the matter of
general principles (e.g. Sustainable Forest Manag&m

Government structures; checks and balances.

Cameroon has certain measures in place to ensatrgdabernment fully applies forest law, but
several key elements are missing. Legislation {gae which protects the right of the public to
mount legal challenges against the governmenthigustirvey results indicate that while the language
in the law is adequate, compliance is pdrhere is also a requirement for government forest
officials, military personnel and politicians tesdiose financial (or 'in-kind’) interests. The lmakes

a general stipulation of penalties for staff forroption across sectors, while the forest sector la
carries some details of penalties for staff, ifythemmit crimes?® However, survey results indicate
that the effectiveness of such penalties is Yolu.terms of systems to monitor staff compliance an
carry out internal corruption investigation, thes&n ‘Anti-corruption Committee’ in the Ministryf o
Forests and Fauna, though its results have ndigget published. On average, the survey respondents
considered the internal departmental systems fampting staff's probity to be podf.In addition,

the project partner’s report indicates that Came'forest law lacks clear limits to discretionary
power, and that codes of conduct and complaintharésms are missing.

Crucially, however, unlike Indonesia, Cameroon duege an independent forest monitor in place
(Resource Extraction Monitoring — REM). Survey teswere positive about the effectiveness of the
IFM systent?

REM identified a number of key issues in need tdrdaion with regard to staff performance. REM
found that permits are issued in clear violatiothef required procedures and that {hasSivity of

some of the Ministry’s offices in response to th#itking of transport permits and logging
documents is pateniThey also identified ‘unorthodox practices’ tay enforcement officers in the
follow-up of known infractions, including excessiveluntary reductions in fines owed to the state.
REM also noted that governance weaknesses withNH@F are a key factor in widespread abuse of
the Timber Recovery Permits (TRPs) system (penmétant for small scale harvesting).

Nevertheless, overall survey findings indicate thiaile corruption (and a lack of transparencyhis t
main problem in Cameroon with regard to illegaldmgy, it is also improving the most quickly.

54 Article 153 of the 1994 forest law; article 8 (2896 framework law on environmental management.

%5 General Criminal Code; Article 162 (2) of the 198#ekt law.

%6 Survey respondents also commented that penaitiebe severe and include being removed from palsitmugh one
respondent noted that such staff may return tosgatgr. The respondent added that the adminigtrptiocedures for
sanctioning civil servants are quite complex andjlcAnother respondent commented that there hame $@me cases
where penalties have been enforced for evidencerofiption; but these are generally used agairist@awho have lost the
favours of their superiors anyway.

5" One respondent commented that it requires extpneakure, such as donors, for any such inters&ms to be used. On
the other hand, another respondent noted that tiaeréeen some high-level attention to this iseaerntly, with one
minister ordering the implementation of staff rgtgystems.

%8 However, one respondent commented that a problémtie system is that the IFM’s recommendatiort famdings are
too often ignored, while another noted that a kiokimg point in independent monitoring in Camerasithe difficult
relationship between authorities (notably the Miyisf Forests and Wildlife) and the Independens@tser. However, the
respondent also noted that, compared to neighbmuoaantries, the system works better than average.

% REM, 2008, ‘Progress in tackling illegal logging@ameroon-Annual report by the Independent Monitdtarest Law
Enforcement and Governance in Cameroon’.
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I nternational engagement

Cameroon has declared multiple commitments to imgklegal logging in high-level discussioffs.

It has also demonstrated a political commitmemteigotiating a trade agreement on illegal logging in
the form of a FLEGT VPA with the EU. Cameroon i®®f the leading producer countries in this
process.

Survey respondents in Cameroon were more posiiase those in Indonesia regarding the level of
international co-operation shown by the governneenthe issue of illegal logging. More than half
felt that the level of Cameroon’s international peration was good, while a further third thought it
was average

Palicies and measures concerning supply and demand of timber

The Chatham House project partner noted that bet@@@0 and 2008, Cameroon carried out a series
of national-level assessments of the extent of-oggacity in the forest industry and whether thia i
driver of illegal logging. It is unclear how usefiuch analyses are, however. The government does
not have mechanisms in place designed to ensuredbatry-wide industrial capacity does not
exceed legal supply; though the permitting systenwbod processing facilities does requires
evidence of sufficient legal sources of raw matddalarge industrial sawmills, this does not aptu
smaller facilities.

Survey respondents on average considered thatrgoeat measures to balance supply and demand
were adequate but that implementation was poottandwere not very effective. One survey
respondent commented that while legislation exiss has placed caps on the export of logs of
certain species, government authorities frequegrtipt exceptions to the industry.

Tenure and userights

The project partner’s study found that in Camerpamperty, use rights and tenure arrangements are
not clearly defined, documented and secure (inolythose of indigenous and local communities).
Maps are currently inadequate and limits are resirty demarcated at ground leVeSome
mechanisms exist for resolving conflicting or oagping property rights (at the official level, tligs

the judiciary and at the village level, the villagjgefs). There are currently no formalized
mechanisms in place for accommodating customahygig law and regulations. There are, however,
ongoing discussions on a new legal framework is #éa which may include such mechani&ms.

% Including UNFF; ITTO; CBD; UNFCCC; FLEG; FLEGT; Regior@mmitments: COMIFAC; AFLEG; ATO; CBFP.
51 The most accurate maps for Cameroon are old (1@F@kat scale 1:200,000. Cadastral maps do existrbuncomplete
and often accurate.

%2 cameroonian land law legislation was issued in 1874976 decree on conditions of obtaining lansitivas revised by
the Decree No 2005/481, 16 December 2005, butdatithalude any formalized mechanisms. Although smeithanisms
may be included in the new legal framework cursentider discussion, this is by no means certain.
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Graph 16: Survey results regarding the effectiveradgenure and use rights arrangements in forest
management in Cameroon
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Source: Chatham House illegal logging expert pdioep survey, September 2008

Survey respondents generally considered that mesisoiiensure that customary and legal tenure and
use rights were clearly defined, documented andreegere average to poor, or worse, although a
minority thought they were good. A number of regms commented that this was a contentious
and sensitive issue that ‘no-one wants to deal witkveral noted that certification schemes require
this to be addressed but although one respondéthdétenure issues were addressed adequately in
such cases, another respondent noted that, ewentification processes, which represent the best
case scenario, such issues are the most impouanitqs disagreement with logging compani@s.

In general the survey indicates that implementadiad effectiveness of mechanisms for resolving
conflicting or overlapping property and use rightsl claims are in general average to poor, or
worse® Other studies, however, have discerned a significaprovement in the take up of
certification by companies and their increasingarddgor the welfare of the environment and forest-
dwelling communitie§®

Timber chain of custody, transport and tracking

There is currently a system in place, The CompsadrForest Information Management System
(SIGIF, set up in 1998 which records the origin of timber (i.e. FMU atther titles) but does not
automatically verify it. However a new system (maigeof a recording database and a CoC
traceability module) will be developed within theEGT programme. At present, independent
monitoring on the system can be carried out byrtdependent observer, but their reports could not
be considered as official statements of offencéutire, a third party monitor of the FLEGT Legglit
Assurance System will be put in place. The systeasadot include tamper-resistant documentation
procedures and although it does include reconiaiigirocesses, these are unused.

The survey results indicate that the current syssgpoor, but one respondent noted that the FLEGT
VPA should bring improvements.

53 One respondent noted that the forest law is bregarding user rights but each zone has its owregitre which makes it
hard to generalize on customary law issues.

% One respondent commented that the issue of ‘cquaigéans foret' does not work anywhere, are nostastiin many
forest localities and it is mostly certified compesthat are obliged to put in place such mechanigmother felt that their
application is FSC certified concessions is verykyéat is an ‘interesting starting poin@ne respondent commented that,
even in the best of cases (FSC-certified concessimmflicts are extremely frequent and in the absef any dialogue, can
lead to riots. Different forms of conflict-solvingechanisms exist with varying degrees of succegghky generally
involve the creation of committees bringing togetlogging companies, representatives of local paperis and other
stakeholders (e.g. NGOs). On the other hand, aporelent felt that conflicts between logging eriegs and local
populations are becoming scarce, and another thdghconflict is usually solved on the case tsechasis and the mixing
of traditional and modern laws can help, to sonmergxbut this nevertheless needs better designgore fairness.

% DFID 2007

& ‘Systéme Informatique de Gestion d’Informationsdatieres’
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Transparency

The Chatham House project partner found that iné€2aon, the public’s right of access to
information held by public authorities exists ‘oapger.?” Communication and documentation units
operate within the Ministry of Forests and Fauna,tbeir performance to date has been poor.

Cameroonian law contains a number of provisiongdesd to ensure transparency in resource
allocation. The law requires that all forest corsamss are allocated on the basis of public auctions
and that competing titles are made public aheabefiction®® Rules for allocations of concessions
are publicly available. Dates are often also anoedrin the press and, when it is operational, en th
MINFOF's website. The inter-ministerial commissand an independent observer are in charge of
deliberations. The provisions of Forest Law andiEemmental Legislation do not explicitly require
that results are made published. This is an intéagion/implicit in those provisions. In practice,
results are publicly available and can be consw@tddINFOF's secretariat. The law does not stigulat
that harvest data is made public, but MINFOF néwaess publishes some.

Similarly, the law also contains provisions to eesiniansparency in concession use. Under these
provisions, the location of concessions and owrigdétails should be publicly available and

generally are, although contact details are notigeal® The provisions also require concession
contracts, inventories and plans to be availahlethey remain very difficult to obtain. The law
stipulates that results of environmental and sagiphct assessments and mitigation measures as well
as up-to-date and comprehensive forest practiagatgns are also publicly available, and the
Chatham House project partner considered that tieegerements are generally implemented.

In terms of whether the law contains provisionsglesd to ensure that information on enforcement
activities is available, the situation is mixedeTlhw is not explicit on whether data should be
published on forest crimes but the Forest Admiatgin has published such information in
newspapers in the past. The law also stipulatéséialts of public auctions of confiscated wooel ar
publicly available but this is poorly implement&d.

Resour ce allocation and management procedures

Cameroon has a number of measures in place whéctlemigned to promote good governance in
resource allocation and management. Some preaadilifin criteria exist for prospective bidders and
concession allocation must be done on a compebtgis’* However, at least in previous years,
irregularities have been detected in adheringégtiocedures of public auctions. Tenders have been
accepted from companies which have been recembhied in reported and confirmed illegal
activitie;s2 and boundaries of harvesting have beedifred or entirely relocated after the title haseh
granted.

The law contains provisions concerning prior infechtonsent procedures for local communities
with respect to logging interests and rights. The®eedures involve a tripartite consultation
procedure between the local community, the Admiaiisin and the logging compaf¥in addition,
measures to protect and develop forest-basedHoadi opportunities for local communities within

57 African Charter on Human and Peoples' Rights, irm@ted within the 1996 Constitution. The 1990 LawSaial
Communication. The 1996 Framework Law on the Envirent, with only one exception: ‘secret informatietated to the
defense of the nation’.

% Articles 51, 63 and 64 of Décret 95-53-PM of 1995,

% Additionally, according the article 72 of the 19%8&mework on environmental management, populatitvadl have free
access to environmental information.

70146 and 148 of the 1994 Forest law

L Article 1 of the 1995 Forest decree

2 Global Witness 2005 ‘Forest Law Enforcement in Caroe. 3rd Summary Report of the Independent Obseiuéy
2003-February 2005. April 2005'.

731994 forests law; Article 68 of the Forests lang drticle 72 of the 1996 Framework on EnvironméManagement.
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concession areas are built into concession coatfagtcording to financial regulations, between 10
per cent and 40 per cent of annual forest fees brudtstributed for communities and local councils
in the area of the forest concession, but in pradtiis does not always occtFindings in the

section above on tenure and use rights indicatedPi@procedures and measures to protect forest-
based livelihoods do not work well in Cameroon, &n& improving, especially in light of increasing

certification.

The survey results were mostly positive concerpirggiualification processes and the level of
openness to bidders but generally negative conmugthe adequacy of protection for forest based
communities and prior informed consent procedures.

I nstitutional and operational factorsin law enforcement

There have been some efforts taken and measurasglate to facilitate and promote effective law
enforcement in Cameroon, but the general situaitorains poor. The situation was felt by survey
respondents to be improving, though less so thaer @reas of the government response.

The Chatham House project partners found that e@fioent priorities within the forest sector have
been determined and include: capacity buildingasitiol| structures; involvement of all stakeholders;
information, education and communication; and prisomoof good governanc@.0On the other hand
penalties and sanctions against illegal activiiesonly partially proportionate and dissuasive.
Forestry sanctions comprise penalties and dambgedgspite this distinction, administrative
sanctions are still non-dissuasive because foutsbaties often under-evaluate the damages.

In addition, government institutions and agenciesot have sufficient capacity and resources to
monitor forest areas and detect and suppress fmies. There is a severe lack of sufficient nuraber
of staff and equipment. However, the National 8ggtfor Forest and Wildlife Control recognizes
that one of the main problems in this sector iddlo& of resources. Capacity shortcomings should be
at least partially resolved by the ‘Forest Sectaral Environment Programme’ (PSFEunder

which several hundred foresters were recently resctuThe PSFE is also providing vehicles and
technical know-how. The 2007 recruits were leftrifwre than one year without salary, however, and
the vast majority of those sent to the field caraekito Yaoundé because they could not live without
money. The majority of the salaries were paid atehd of 2008 and most of the employees have
returned to their field offices.

The Ministry of Forests and Wildlife does providenee training to forest officers relating to the
regulatory framework, but does not provide trainimgechniques and mechanisms for monitoring
and enforcement as a matter of course, though sainég workshops for forest officers have been
organized by the administration and other stakedrsld\either judges and prosecutors, nor customs
officials are provided with forest sector training.

As of 2008, Cameroon government agencies wereroaking ad hoc use of appropriate information
gathering tools to identify illegal activities. Camonian forest officers have used remote sensing
tools occasionally during some field inspectiéhand WRI's Global Forest Watch also assists the
government in this task, though not systematicéijthe-field investigatory toof$are mainly used

by the Independent Observer but rarely by the gowent. Material flow analyses are mostly carried

4 Article 66 (1) of the 1994 Forests Law instituidized Annual Forest Fees based on forest area.
75
DFID 2007
8 National Strategy for Forest and Wildlife Control.
" ‘Programme Sectoriel Foréts et Environnement’
"8 Independent Forest Monitor reports of Global Wssweww.globalwitness.orgnd REM
www.rem.org.uk/Cameroon.html.
® Such as confidential diagnostic surveys and devedmt and use of informant networks
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out by the Ministry of Finance on ad hoc b&8iBurthermore, there is currently no log tracking
system, but check points are used, mostly by thadtfy of Finance.

Enforcement data: baselines and trends

Data for this section was collected by the propastner. According to MINFOF, it is difficult to
evaluate the overall level of fraud for a deterrdiperiod. Nevertheless, officials interviewed foe t
project partner’s study and the recent literateports that illegal logging in State forests whereut

80 per cent of the total industrial productionasi€ed and where management plans are approved is
currently minimal (Permanent Forest Domain whergddogging concessions are located) but no
gualitative or quantitative was information prouwiddhe most recent reports of the Independent
Observer note that illegal activities in the Nonm+Ranent Domain are decreasing, but are not yet
completely under control (though only partial gtaive and quantitative information is available).

Available baseline and trend data is compiled aralyaed in table 4 beloff.Data discrepancies and
known problems with data availability and colleatindicated above mean that data must be treated
very cautiously, and any conclusions are subjetit¢aeliability of this data.

Data from the Independent Observer shows thatltesshalf (45 per cent) of fines due were
collected from March 2006 to February 2007, and tta situation deteriorated during March 2007-
February 2008 with only 39 per cent of fines dukkected® The data indicates severe problems with
the fine collection system. However, the 2007 ab@iB2recovery rate is still considerably higher than
that seen previous years — typically less thane2@ent. MINFOF's own published data for 2007
indicates a much lower fine collection rate (justet cent) than that recorded by the Independent
Observer. The difference is thought to stem fromrpeporting and data and information
management within MINFOF.

In terms of cases progressing to court during 20MRFOF data shows that only 7 per cent of cases
went to court, potentially indicating considerapteblems with the effectiveness of the enforcement
and judicial process, though any conclusions aamagbject to the reliability of the data Equesa
information from the Independent Observer was uihavia.

80 Such as wood input/output estimates, comparisompdrt/export data.

81 The data was drawn from interviews and data aviailat MINFOF and also used the data of the indégetobserver's
annual reports (although these are not aggregatecafendar year). Several types of data were uiabla

82 Another problem raised by the Independent Morigtdhat fines are often reduced by as much as 66qu in out-of-
court settlements. Consequently, while sanctionscpitged by law may be dissuasive on paper, in jgettey are not,
since the reductions can make illegality finangigliofitable for loggers, REM 2008.
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Table 4: Enforcement activities in Cameroon 202608°

2007 (F CFA)

Mar 2006- Feb
2007 (F CFA)

Mar 2007-Feb
2008 (F CFA)

Total value of fines MINFOF data™ | 197 162 728
issued during year.
REM data 509 406 646 578 004 195
Total value of fines MINFOF data | 2 600 000
collected during year.
REM data 228 998 427 226 721 525
Percentage of fines 1% (MINFOF) 45% (REM) 39% (REM)
collected
Number of illegal logging | MINFOF data | 41
cases initiated during
year REM data 18 12
Number of illegal logging | MINFOF data | 3 cases taken to
cases court.
prosecuted/completed REM data N/A N/A
during year.
Percentage of cases 7% (MINFOF) N/A N/A
progressing to court

The Independent Observer also noted the followimgrovement§®
» 4.5 per cent of infractions detected in 92 foritlgtst in the past 3 years compared to 22 per
cent in the previous 4 years;

« Increased number and quality of government offiaaission reports, which also now

feature maps, GPS coordinates and others relexalst t

» Steady increase of the annual surveillance of faitkss by Government missions (32 per
cent in 2005, 36 per cent in 2006 and 45 per ce2007) due to joint REM-government

missions;

« The rate of respect of procedures during investigahissions by Government officials has

increased to 67 per cent in 2007, due, among qtteeregular monitoring, joint preparatory
meetings and comments by REM on how to preparesaion and better investigate logging
concessions;

Increased transparency, indicated by a steady&seria the timely approval & publication of
REM's reports.

I nformation management system

There is a partially functioning information managmt system in Cameroon through which relevant
government agencies can access data related & &mrcement and management. The SIGIF and
the Computerised Forest Infractions and Litigatitenagement System (SIGICGE$ystems have
been put in place inside the forest administrafibwriorest exploitation data and forest infractions

8 Interviews at MINFOF concluded that reliable dates unavailable on the volume and value of timeéesi during the
year and the number and value of fines issued aet@ally collected during a year for the wholemioy. Data is also
unavailable on the following; number of custodiahtences issued; Number of mill or harvesting kesnrevoked for illegal

logging.

8 MINFOF data have been extracted to MINFOF Commuéiz008www.minfof.org only the infraction cases of 2007

year are calculated.

8 www.rem.org.uk/index.html

8 ‘Systéme Informatique de Gestion des Infractiondue€ontentieux Forestiers’.
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management but are not linked with other relevganaies, such as Justice or Finance. Cameroon’s
independent observer also noted that incompleteat#ered into SIGIF has made it dysfunctional
and unusable. In this regard, REM highlighted #et that because the Forest Directorate has failed
to recover and follow up real use of timber tramsgdocumentation, several unused transport
documents remain in the hands of loggers and & taslaunder illegal timbéf.

Financial management and revenue collection

The financial management and revenue collectiotesyss not currently fully effective. The forest
administration has a system for monitoring revethue against revenue owed but does not have a
systematic mechanism for addressing discrepareigsblem which may lead to an unknown
amount of revenue loss (see discussion below enalaiilability)® There is no appropriate and
public audit of the forest administration. Somerewuic and fiscal audits of the forestry sector have
taken place, but the latest results from 2006 matdoeen validated by the Ministry and are thus not
publicly availabl€®® Mechanisms are in place for regularly reviewinggls of taxes, fees and
royalties. Such fees are clearly defined but difcult for the general public to access th&m.

Under the Cameroonian revenue system logging coiepaelf-declare what they have harvested or
processed and send the information and taxes loaseir declarations (apart from area taxes)¢o th
Ministry of Finance. Data on licensed harvest vadsragainst which these declarations would need to
be compared in order to assess revenue collectten,thowever, is held by the Ministry of Forests.
The Chatham House project partners noted thaethe of technical (i.e. data exchange), and
political cooperation has historically been weatwsen the two ministries, and as a result
discrepancies are rarely assessed and addressattlition, until recently (2006-2007), the Forestry
Revenue ProgrammBSRFY" lacked the means and the personnel to carry ¢ehsixe cross-check
analyses and comparisons, thus limiting its poaéptbwer to impose sanctions. The impending
implementation of the Legality Assurance Systerkdthto FLEGT VPAs, may lead to increased data
exchange and the interconnection of recording systaetween different governmental bodies.
Currently, however, available data do not alloviganmous assessment of the amount of money which
should have been invoicéd.

8 REM, 2008.

8 Collected revenues are regularly monitored by tes$try Revenue Programme (PSRF) and the MinistRrance, but
since owed revenues could only be calculated bygusata on logging titles from the Ministry of Fsig which are often
not available at the Ministry of Finance, discregiaa are rarely assessed and addressed

891n 2005, an audit of the PSRF took place, but didhave a wide dissemination. Internal controlséake place at the
Ministry of finance, but are not made public.

% March 1999, forestry revenues in Cameroon are nehby a PSRF which is in charge of reviewing legélsixes, fees
and royalties.

o Programme de Sécurisation des Recettes Forestiere

92 Only calculations based on average values paidyisc meter (on all species) in all logging tithre possible (based on
the total national production declared by the Miyi®f Forests) in order to estimate discrepanbitsveen what should
have been paid and what was eventually paid. Beesieveral logging titles are not recorded byMiréstry of Forests
(e.g. Community Forests' detailed production), ehese calculations remain partial.
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Table 5: Estimated revenue collection rate in Casoer 2007

Tax Estimated CFA Paid CFA

RFA 15,142,110,262 14,974,000,000
TA 5,440,000,000 5,712,000,000
SET 3,916,800,000 3,287,541,878
ED No estimation made 2,968,000,000
ES No estimation made 838,511,777
Total 24,498,910,262 23,973,541,878
Difference in revenue

owed to collected

(excluding ED & ES) 525,368,384

Percentage of revenue ‘

uncollected 2.14%

The available data suggest that almost 98 perafartzenues due are collected (see table 5 above),
indicating that the revenue recovery system iseligrgffective. However, data problems exist with
the estimation of what is due. In several casesMimistry of Finance is not aware of logging tle
delivered by (or volumes harvested and declarethteoMinistry of Forests, and thus those titles are
not included in estimations by the Ministry of R It is therefore likely that the difference
between what should be paid and what is paid isa#lgtmore than the available data suggest.

3.2 Consumer Countries
Summary

The US and UK governments have both made signifisgogress in the last two years in enacting
and implementing policies designed to tackle theivsumption of illegally sourced timber and assist
producer countries in stemming the flow of suchbim Although this study has not examined other
consumer countries, the evidence suggests that$hend UK have made much more progress in this
regard than most counterparts.

The UK has been a strong leader on FLEG issuesofae years, and has focused attention on
promoting international action on illegal loggirsgipporting the FLEGT Voluntary Partner
Agreement process, providing practical FLEG-reldtedst governance aid, and on implementation
of a procurement policy. Efforts to implement légi®n to tackle imports, on the other hand, have
been slow in developing and have had to be passia tEU under its mandate on international trade.

The US, conversely, has been less engaged urt#l gggently, beyond some general high level
commitments and some financial support; procurernastnot been utilised as a tool, and aid focused
on FLEG has been relatively low. The recent initeato amend the US Lacey Act to prohibit imports
of illegal wood, however, has seen the US signifiijaincrease engagement and become a leader on
the issue.

The effectiveness of enforcement on illegal timites been difficult to measure until now because so
little timber has been subject to control at imporeither the UK or US. This has now changed & th
US, and is likely to do so soon in the UK; both miies have enforcement systems in place to tackle

% The main taxes are the annual forestry royalty éRadce Forestiere Annuelle, RFA), the felling taxtizbattage (TA)
(on the volume of the harvested timber), the salxenilry tax (SET, on the volume entering the sawtnibe processed),
and export taxes, which are made of exit duties, @Dthe exported volumes of logs) and the expotas (ES, on the
exported volumes of logs).Estimations for the ED &$ are unavailable and are therefore not incliniéate percentage
recovered calculation. See Chatham House partpertrior methodology.

% partner assessments are ongoing to work out Waatiscrepancy between the Ministry of Financeisnesions and the
‘real’ due could be but are hampered by both uaiddi and absent data.
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illegal timber imports. Once new import controlilgtion bites, it will be important to ensure that
information on enforcement is collected and madegparent, as it may provide useful information

on these countries’ efforts to tackle illegal laggyi

Table 6: Summary assessment of government inds&cBdoconsuming countries

USA UK
1. Policies
No review carried out by government but work
Limited review of US contribution to problem done by other organisations has been supported
of illegal logging. Interagency committee for and used to inform policy. Interdepartmental
coordination of action in place. Formalised working-group in place for a number of years for
consultation processes in place but only coordination of action; Extensive formalised &
High level started relatively recently and have focused regularised multi-stakeholder involvement has
arrangements on Lacey Act implementation. been supported since 2003.

Import controls

Lacey Act amendment, 2008, which includes
strong penalties. Implementation
commenced. Early signs of effectiveness
positive but too soon to form conclusive
evaluation.

UK has carried out analysis on existing
legislation on preventing imports of illegally
sourced timber. Analysis recommended
additional legislation is needed.
Recommendation accepted by government;
enactment of legislation at EU level strongly
supported.

International
Commitments

Relatively strong commitments at various fora
made some time ago, no additional recent
commitments; Some FTAs in place, but their
effectiveness is unclear.

Strong commitments at various fora made some
time ago; UK bilateral agreements are now
subsumed under EU initiatives.

Procurement policy

No specific central government policy in
place, (though see discussion on Lacey Act
below). Some state and city policies but
generally few, not comprehensive and poorly
implemented or monitored.

Extensive procurement policy in place requiring
national government to purchase legal timber.
Not yet fully implemented. Not mandatory for
sub-national government, though uptake is
encouraged.

2. Forest
Governance Aid

Apparent significant and steady levels of
overall forest funding up to 2007 but unclear
how much focus on FLEG within this.

High & rising levels of overall expenditure on
forests with indications of strong focus on FLEG.
Significant levels of commitments made.

3. Enforcement

Training and support networks are provided
for relevant agencies. Enforcement data
limited due to previous narrow scope of
import controls. Increased activity possible in
future due to Lacey Act.

US provides some regional enforcement
assistance.

Training and support networks are provided for
relevant agencies. Enforcement data limited due
to narrow scope of import controls. Increased
activity possible in future from FLEGT VPAs and
potential additional legislation.

3.2.1 United States

Palicy & legidlation

The US government’s recent actions on illegal Inggndicate that it now considers this issue tabe
priority. In particular, the US has taken significgractical action to address its role as a coesum
Legislation has been approved during 2008 whichasdke US a forerunner among consumer
countries in efforts to tackle illegal logging. #stions in this area have built on earlier effeush as
the President’s Initiative on lllegal Logging, 2003

Chatham House assessed the US government’s petippmse against the framework of ideal
consumer-country policies developed for the purpdghis project (see Annex A). Information with
which to make the following assessment was obtdired a number of sources, including personal
communications with US government and NGO repregimets familiar with the issues.

The US has a range of high-level political and goreent mechanisms in place to coordinate and
prioritize action on illegal logging. The Presidsrinitiative on lllegal Logging has served as a
framework action plan from 2003 to 2008, but focus®inly on support for producer country
actions, with less emphasis on preventing timbergoenported and sold within the US. The US has
carried out some limited reviews of its market\dtigds on the nature of illegal logging. Furthernwo
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on both areas is ongoing. Action is also coordih#teough an interagency committéehich
examines the Lacey Act implementation and enforcerfsee below), among other isstes.

In terms of developing and adopting progressiveslation on preventing illegally sourced timber
from being imported or sold, while little progrdsad been made until 2006/2007 relative to work in
the UK, Germany and the European Union, the USvs & leader through its adoption of the Lacey
Act Amendment in 2008 Although some official analysis was carried outeaisting US legislation
and regulations in this area, efforts by NGOs &sditated the government’s consideration of this
issue through lobbying US Congress, suggestingoexmendments, meeting with members of the
US government and by fostering a coalition of N&G@d industry. Consequently, in May 2008, the
US Congress passed an amendment to the LaceyhAdt)S's oldest wildlife protection statute. The
Act combats trafficking in illegal wildlife, fistand plants. The amendment of 2008 expands the Act's
protection to a broader range of plants and pleodycts making it unlawful to import, export,
transport, sell, receive, acquire, or purchasetirstate or foreign commerce any plant, with some
limited exceptions, taken, possessed, transportedid in violation of the laws of the United State
or any foreign law that protects plants. Importmes now required to submit a declaration for cartai
plants and plant product¥Violations of the Lacey Act provisions may be masted in three ways:
civi—monetary penalties; criminal—fines and peigaltand potential incarceration; or forfeiture—
dispossession of the plant, fish, or wildlife inegtion®® .

The Lacey Act is a particularly strong piece oftiam control legislation because it bans the impbrt
illegal timber and wood products and breaking g can entail a range of penalties, including
incarceration. Some have argued that the Act'seWeness may be weakened by the potentially high
level of expense and resources required to ideatifyges and carry out prosecutions. The very
serious potential penalties (direct penalties idicig potential criminal prosecution and forfeituaad
indirect penalties in terms of brand damage aniddosiness), however, are likely to mean that most
companies will strive to abide by the law everhd tikelihood of being caught and prosecuted is low
Indeed, early signs of the impact of the Lacey @&cgovernments and the private sector are
positivé®. For example, the Lacey Act has elicited positieenments from Indonesia’s Department
of Environment and Natural Resources and progressition from Vietnam in terms of expressing
intent to enter into a bilateral agreement withEhg which, according to sources, is the resuliaih

of its major markets now enacting measures to obillegal timber. The US Department of Justice
and USAID have led efforts to communicate the La&elyinternationally.

Prior to the Lacey Act amendment, the US had sheWwigh level of international cooperation over
several years, with multiple commitments in numerbigh-level discussion§! It has also included
provisions relating to forest governance in a nunabé&ree Trade Agreements negotiated with
affected countries and regions during the lastyfears®. Environmental groups have argued that
provisions in early agreements were poorly impletegand focused solely on addressing illegal
logging at source, while the core free trade priomis with which they are associated actually served
to facilitate and increase the imports of illegaburced timber into the U$® Later agreements, such

% Including US Department of State, US Departmerlustice, US Trade Representative, US Forest Se@amartment of
Agriculture and Department of Interior (FWS); Custo& Border Protection (CBP); among others .

%t also discusses the illegal logging componerthefUS-China bilateral Strategic Economic Dialognd used to focus
on the President’s Initiative.

o7 Lacey Act Amendment 2008: H.E. 2419 section 8204

% The declaration must contain, among other thitigsscientific name of the plant, value of the imation, quantity of the
plant, and name of the country from which the plaas harvested. The Act also specifies documemtagiquirements for
paper and plant products.

9 US Federal Register / Vol. 73, No. 196 October 8320

100 E1A 2008, ‘Early impacts of the 2008 Lacey Act lamendments’

191 |ncluding at FLEG Ministerials (East Asia, Eurcgred North Asia, Africa), ITTO, UNFF, G-8, CITES, afid UN
Crime Commission.

102Including with Singapore, Peru, Malaysia, Indoagand Central America and the Dominican Republic

193E)A, 2006, ‘America's Free Trade for lllegal Timbehow US trade pacts speed the destruction oftirl's forests’
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as that with Peru, included demand-side commitméatsevet® and the Lacey Act amendment
should overcome any negative side-effects of thieeeagreements. The US has also committed
significant aid funding to forestry issues (seebelForest Governance Aid’).

In terms of other policies to address supply sideés, the US government has supported initiatives
such as the WWF-led GFTN network, to promote treeafdorest certification. In terms of further
policies to address demand side issues, the USnibémve a federal public procurement policy to
exclude illegal or sustainable timber from governtmgurchasing and there is little activity at the
state or municipal level. The relative paucity ofien in the US with regard to procurement is now
arguably of less importance as a result of the y & Amendment, which should theoretically
ensure that all purchases of timber by governmenlegjally sourced. Given the potential difficudtie
with enforcement, however, the extent to whichAh@ndment can guarantee legal sourcing is
uncertain. Procurement policies such as those mmaiéed in the UK and elsewhere in Europe can
also set a stronger standard than the Lacey Agides for, requiring upfront proof of legality and
also sustainability of wood supplies, though suehdards are limited to government purchases.

In terms of supporting operational aspects of preug illegal imports of timber, the US provides
training and support networks for customs inspagboimarily through the plant inspection officefs o
US Department of Agriculture's Animal and Plant lteénspection Service (USDA APHIS). CITES
shipments are jointly processed by Customs & BoRdgrol (CBP) and the USDA plant inspection
officers, with USDA botanists primarily responsilfte biological inspections. These botanists are
trained through USDA APHIS internal mechanismshweitiditional training on wood ID given
periodically in conjunction with the USDA Forestr@iee Forest Products Laboratory (FPE).

Enforcement activities

This section examines enforcement activities usderent US import legislation. As noted above, the
Lacey Act provides for strong timber controls. disha strict liability provision regarding seizucés
illegally harvested timber. Under previous thefttstes, the government is obliged to prove that the
defendant intentionally illegally harvested or sthid product. Under the Lacey Act, products can be
seized which are proved to be illegally harvesitedspective of whether intent can also be proved
(although prosecution of the individual still reags proof they had knowledge, or showed lack of due
care). It is therefore possible that more seiz(aed information about seizures) may occur in the
future as the Lacey Act may make it easier to eef@gainst illegal activities. However, as indidate
above the Lacey Act could also have a strong datesffect which would potentially reduce the
number of attempts to trade in illegal timber.

Table 7 below shows U.S. seizures of shipmentd BES-listed timbe’® species during 2006 and
2007. Although there is a clear increase in thebmmof seizures from 2007 to 2008, no conclusions
can be drawn from the year-to-year fluctuationsuwfh a small data set. As higher volume timber
species like Mahogany and Ramin (and Cedar ands)thee added to the CITES appendices, it can

104E1A, 2007, ‘No Questions Asked: The impact of USrkéd demand for illegal timber - and the potenfibalchange’
1951 addition, for cases where the local APHIS imsjos officer has questions about a particular iifieation, a sample
can be submitted to the FPL for a more thorougimixation. As the recent Lacey Act will now poteiitiaequire
increased capabilities, the FPL is considering egjmn of its wood ID and training facilities, altngh this is subject to
future budget priorities.

1% Non-CITES timber that has been illegally harvestettaded could also potentially be seized on tmishof false
customs declarations, stolen property laws and giimggstatutes, among others. However, if any seihures occur the
data would be collated with the wide range of erdarent actions under these laws. Consequentlydiffisult to
disentangle prosecutions related to illegal logdiog the broader set. The different law enforcehagencies involved in
such issues - US Forest Service (USFS), US FistWahtlife Service (USFWS), National Park Service,stams & Border
Patrol, APHIS, and sub-federal state and city foyesdministrations, among others - maintain togin databases and there
is no single comprehensive repository for this tgpdata. The exception to this situation is for E€l'species, where US
FWS maintains all records. The Lacey Act amendméhtesult in more data becoming available, bwvill be important
for effective monitoring that the various auth@#involved in enforcing the act co-ordinate datamagement and that the
information is transparent.
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be expected that more seizures will occur, evenfibrcement efforts or effectiveness remain static.
In addition, several countries such as IndonesiR&ETU have had some success at seizing illegal
timber before it enters international trade, aredWs is continuing to support capacity building
programmes to strengthen such eff@ftButure data on the implementation and enforcewiettie
Lacey Act may be more useful in assessing enfornegeféorts and effectiveness.

Table 7: U.S. seizures of shipments of CITES-listelder species during 2006 and 267

2006 SCIENTIFIC NAME CTRY ORIGIN CTRY REEXPORT QUANTITY UNIT TYPE SPECIMEN  PURPOSE SOURCE STATUS NO. SHIPMENTS
Aquilaria sinensis China None 5,310 no Derivatives Commercial Unknown Seized 1
Gonystylus spp. Indonesia None 68 m3 Wood Products  Commercial wild Seized 1
Gonystylus spp. Malaysia China 1m3 Wood Products  Commercial Wild Seized 1
Swietenia macrophylla Honduras Belgium 1,826 m3 Plywood Commercial Wild Seized 1

2007 SCIENTIFIC NAME CTRY ORIGIN CTRY REEXPORT QUANTITY UNIT TYPE SPECIMEN  PURPOSE SOURCE  STATUS NO. SHIPMENTS
Aquilaria crassna Indonesia None 50 no Seedlings Personal Art. Prop. Seized 1
Aquilaria spp. Unknown China 60 no Medicinals Personal Unknown Seized 1
Aquilaria spp. Unknown Unknown 4 vials Powder Commercial Unknown Seized 1
Araucaria araucana France None 64 no Seeds Commercial Unknown Seized 1
Beccariophoenix madagascariensis Germany None 4 kg Seeds Commercial Art. Prop. Seized 1
Beccariophoenix madagascariensis Germany None 100 no Seeds Commercial Art. Prop. Seized 1
Dalbergia nigra Brazil None 20 kg Sawn wood Commercial wild Refused entry 1
Dalbergia nigra Unknown Unknown 4 no Wood products  Commercial Unknown Seized 1
Dipteryx panamensis Nicaragua None 4 kg Wood products ~ Commercial wild Seized 1
Gonystylus spp. Malaysia UK 1,823 no Wood products  Commercial wild Refused entry 1
Gonystylus spp. Unknown Unknown 1 no Wood product Personal wild Seized 1
Swietenia macrophylla Ecuador None 32 m3 Sawn wood Commercial wild Seized 1

Source: Pers. comm., USFWS

Forest governance aid

The vast majority of US foreign assistance for $tses disbursed through USAID. Forestry includes

a range of economic growth and biodiversity constown efforts, including protection of natural

forests, sustainable management of forests foreirabhd non-timber forest products, reforestation of

degraded lands, the use of woodlots and agrofgresteduce pressure on natural forests, and
research and capacity building activities whictplmimmunities and governments benefit from
markets for ecosystem services and certified fgmestucts. It is, however, difficult to identify o
much of US forest aid is directed at FLEG-relatsiies, so the overall figures provided below may
not be indicative of US FLEG expenditufé.

USAID supported nearly $96.9 million in forestrtigities in FY 2007, most of which ($89.9
million) occurred in tropical countries or had atis on tropical forests® In addition, the US
Department of Treasury provided $20 million and 8S$fovided $6.88 million in funding for
forestry and forest conservation, totalling $123gion.**!

The largest share of forestry support was provitiealigh Africa regional and country programmes,
which managed $34 million (36 per cent) of totalAUI3 forestry expenditures. Latin America & the
Caribbean received $29.5 million while Asia recdi¥23.6 million of overall forestry spending (the
remainder was allocated to central funding).

07 eor example, through supporting initiatives suclhasPeru and Central America-Dominican Republic (TAPPR)

Free Trade Agreement; Responsible Asia ForestryTaadie (RAFT) network); and the Association of Soaiié\sian
Nations, Wildlife Enforcement Network (ASEAN-WEN).

198 Data for 2008 is not yet available. Also, the USFdbes not have data on the dollar value of theigenents or data on
U.S. seizures of non-CITES timber species. Datar@sis, prosecutions and/or penalties associatidtiné seizures is also
unavailable.

19 USAID investments in forestry prioritize areastthge biologically significant, and activities whiconserve
biodiversity. In FY 2007, $81.3 million (84 per ¢gof Agency-supported forestry work fulfilled thequirements of the
Congressional biodiversity earmark. Most funds cénm@ development assistance, but some came fromoagic support
fund, Andean Counter Drug Initiative and Child Suatigsnd Health as well as Emergency Developmentaod
Assistance. See USAID 2008, ‘USAID’s Biodiversity Gervation and Forestry Programs, FY 2007".

10 ysAID 2008, op cit

11 This list is not necessarily comprehensive.
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The levels of funding observed in recent yeardargely due to an increase in USAID support for
biodiversity activities in forests, including comnity and indigenous forest management in the
Amazon basin, combating illegal logging in Southdesa, landscape planning and protected areas in
the Congo Basin and Madagascar, sustainable fprastification in Central America, and
reforestation and agroforestry in West Africa arahttal Asia.

The US provided approximately $1 million in 200602 and 2008 for co-financing of ITTO projects
on forest law enforcement and trade as well a$Tth® work on CITES.

The US also provides funding to other internati@mrgbnisations, some of which is spent on forests.
However, it is difficult to determine how much af edividual country’s funding is directed towards
forests in general or forest governance in pasdicul

Graph 17: USAID Funding of Forestry Activities, 79&® 2007
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* Figures for tropical and non-tropical forestry funding were disaggregated beginning in 2005
Source: Pers. comm., USAID.

3.22 United Kingdom
Policy & legislation

The UK has sought to promote efforts on tacklitegil logging in the international community and
has itself taken positive action towards addresirgoroblem. These actions seek to address és rol
as a consumer and to help put in place practicabores to prevent illegal logging and improve
forest governance in producer countries. The UKlmnonsidered a leader among consumer
countries in promoting action on this issue.

There are a number of high-level policy arrangeménplace to coordinate and develop action on
illegal logging. An interdepartmental working groupeated in 2002, currently holds ad hoc meetings
on illegal logging and has been very effectivednrdinating government actidft. It appears that the
UK'’s arrangements are more effective than otheigBiernments in this respect. The UK
government has also been very effective in forrmagifull stakeholder consultation, including

through regular Chatham House meetings held sif08 and via submissions to the UK

Parliament’s Environmental Audit Committee. Althbudpere is no specific national action plan on

112 The group includes the Department for Internati@evelopment (DFID), the Department of Food, Eamiment and
Rural Affairs (DEFRA) (co-chairs) and the Foreign @@mmmonwealth Office (FCO) as core members. Otharage are
included depending on the issue being addressiddllin the group met on a regular basis but cleahtp ad hoc meetings
in order to deal with specific issues. The groupsigered planning and conceptual activities for GIEand now discusses
its operational aspects. The group will carry autilar functions for developing ‘Due Diligence’ maaes.
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illegal logging, the government has initiated a bemof policies aimed at addressing various key
aspects of the issue and its role, discussed bdlogrgovernment has not however carried out a
specific review to assess the country’s marketiets on the impact on the problem of illegal
logging and also investigate the extent and sowtpetential illegal imports, although it has
supported work carried out by other organisatiohikvhas served to inform policy in this aféh.

The UK was the first consumer country in the waddarry out comprehensive analysis on its
existing legislation and regulations on preventimgort and sale of illegally sourced timb#ér This
analysis recommended that additional legislatiameisded. The UK government accepted this
recommendation, but concluded that any new lawddvoeed to be enacted at the EU level. Such
legislation is currently under consideration by Ei¢, and the UK government is applying high-level
ministerial pressure to expedite this process,ghqurogress has been very slow. An additional
independent initiative to put in place unilateraitiBh legislation similar to the US Lacey Act
amendment has also been launched within the UKapaeht, but is not supported by the government.

The 2003 EU Action Plan on lllegal Logging recoguzhat voluntary bilateral licensing agreements
alone could not prevent illegal timber entering ¢, and recommended that additional legislative
options be considered. After an extensive consoitgirocess examining five options, a general
prohibition on import or sale of illegally-sourcéthber similar to the Lacey Act was rejected by EU
authorities in favour of legal requirements for dlilegence by companies involved in importing
wood products.

The UK is proactive in its international engagemamillegal logging and can be considered a leader
in this area. It has made multiple commitments dafr@ssing illegal logging at high level
discussionsd® The UK has also demonstrated a strong commitneemégotiating agreements to
tackle illegal logging and related trade. It wasbamthe first consumer countries to sign a bilatera
MoU with an affected producer countty is leading discussions on a FLEGT Voluntary Rahip
Agreement (VPA) with Ghana and is involved in saelgotiations with Indonesia, Liberia and
Malaysia*’ The UK has helped to lead the FLEGT VPA procesgaiticular in developing
regulations and principles for negotiation.

To date, the UK has also provided steadily risgwgls of aid for forest governance improvement
and, during 2008, has made large commitments fardufunding (see ‘Forest Governance Aid’
below).

The UK has a number of other initiatives concerrsagply and demand. On the supply side, it has
provided support to GFTN in Ghana and Brazil ad a&khe FSC. On the demand side, the UK has
introduced a public procurement policy which is ahatiory for central government and covers all

13 Including reports produced by the EnvironmentakBtigation Agency/Telepak and others.

114 Analysis was conducted through commissions to I&imatHouse which have served as a model to other EU
governments. Chatham House/RIIA (Duncan Brack, Kevay@nd Gavin Hayman), 2002, ‘Controlling the Ingtfonal
Trade in lllegally Logged Timber and Wood Produckgatrix Chambers (Tim Owen QC and Charlotte Kilrd304,

‘Legal Opinion: In the matter of illegal logging @&ithe Proceeds of Crime Act 2002’; Brack, D. 200&) H.EGT

Initiative: Analysis of national legislation of Blance to excluding illegal timber from EU marketsK study’

115 Including at FLEG meetings, UNFF meetings, Susialie Development Dialogues with China and Brazil anithe
Birmingham G8, 1998. It has also highlighted thebpem of illegal logging in relation to ramin at &%. The UK has
earmarked budget commitments specifically for im¢ional engagement since 2002.

118 |ndonesia-UK MoU on co-operation to improve forst enforcement and governance and to combaglllegging

and the international trade in illegally loggedhien and wood products, April 2002.

M AVPAisa binding agreement between the EU apdrtner country by which the EU and the partnemtguundertake
to work together to implement a timber legalityelising scheme; once such an agreement is in pladel agrees to refuse
entry to shipments of timber without a valid licen¥PAs support improvements in forest law enforeenand governance
by producer countries and the development of ctedi#dgal and administrative structures and techisigstems to verify
that timber is produced in accordance with natitenak - FLEGT Briefing Series, 2007, can be foundnatv.illegal-

logging.org
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timber products, including pap&f. The policy includes government determined criteriach
promote the use of independent certification feniifying products. Assistance is provided to
government purchasers by the Central Point of Eigeeon Timber Procurement (CPETJCPET
monitors implementation of the procurement polimotigh case studies rather than through
systematic monitoring or assessment procéd$ascording to CPET, implementation is not yet
complete but the UK Timber Trade Federation haedtdnat the policy has nevertheless had a
considerable indirect impact through increasingstesitivity of large importers and merchants to
negative publicity and thereby providing an inceatio source legal-verified wodd

The policy does not apply to sub-national governmé&mecent study found that local authorities’ use
of procurement policies to ensure their purchasgaufd are from legal sources is low (around 7.5 per
cent)?* Central government is however making efforts tooemage such authorities to follow the
policy and is developing awareness raising straggi This study claims that where such policies
exist, quality varies and only a handful are robA#though the amount of timber and wood product
purchasing by local authorities compared with @rgovernment purchasing levels is disputed, a
wide range of stakeholders agree that the wideligs®ctor is a substantial consumer of such
products.

At the operational level of tackling illegal impsrf timber, the UK provides regular training foet
Border Agency and the Police on identificationIskiin timber imports and relevant trade
documentation, as well as support syst&thEfforts are also made to build relationships betwene
main bodies involved and to promote collaborativekpractices (for example, by training police
and customs at the same time and holding jointimgetvith them). Currently training and initiatives
focus on CITES, but could in future also cover otitaber import control legislation.

Enforcement activities

The UK system to prevent and address illegal ingooirtimber involves coordination and
collaboration between a number of bodies, as veditaning initiatives. As indicated above, primary
bodies involved are UK Border Agency, Police, thepBrtment for Environment, Food and Rural
Affairs (DEFRA) and the Royal Botanical Gardens K&WOverall coordination on illegal timber

118 The UK government's timber procurement policy regsiits departments to actively seek to purchase &gl
sustainable timber and timber products. Until AgAD9, only legality is required, after this pdith legality and
sustainability are required (in particular, cengavernment departments, their executive agenciésan-departmental
public bodies are required to procure timber anddvderived products originating from either legadl sustainable or
FLEGT licensed or equivalent sourcesyvw.proforest.net/cpet

119 CPET was set up by DEFRA and is operated by PreEGE®ET provides assistance through guidance retesbsite,
a helpline and running workshops.

120 A monitoring programme was initiated in 2007 faagson 10 large construction contracts to explbeedxtent to which
the policy was being implemented and assessedtivhabsts, barriers and incentives were. It alekdd at the feasibility
of reporting on timber use in each contnagtw.proforest.netimplementation of reporting requirements on timber
purchases may enable systematic monitoring inutued. CPET, in cooperation with DEFRA, is curremtipning a pilot
study across a selection of DEFRA agencies to exphgorting possibilities in more detail and toalbée to provide advice
and guidance if/when reporting requirements adedabut across government bodies.

121 ENDS Report 407, 2008, ‘Local authorities fail tisere legality of timber’; Forest Industries Inigdince, 2007, ‘UK
market conditions for legal and sustainable woadipcts’.

12ENDS Report 407, 2008, op cit.

12DEFRA is making CPET available for local authoritiesise. CPET, TTF and WWF are working togetherwaraness
raising in this area.

124 This includes internet training and also traingegsions occurring twice a year at RBG Kew. RBG kethé CITES
Scientific Authority on timber trade issues. A Reliwildlife crime conference is held annually as@ttended by UK
Border Agency representatives and other relevaneboth addition, UK Border Agency and the Polica cantact Kew to
discuss incidents of concern and Kew will providehac briefings whenever necessary.

125 Other authorities involved in enforcement issureside the Animal Health Agency, which examines (3Tagtivities
and timber, and the National Wildlife Crime Unit (N\OM). Efforts against illegal timber imports are sappd by the
Partnership for Action against wildlife crime (PAWich considers and develops responses to strgtegiblems, supports
the relevant authorities and runs a forensics gtoujevelop identification techniques for CITESdibtimber and wood
products.
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import issues is provided by a high-level governtakgroup which reassesses wildlife crime
priorities each year.

Table 8 below shows seizures of CITES-listed spetiging 2006 and 2007. For the same reasons as
described in the section on US enforcement abavepnclusions can realistically be drawn from this
data in regard to UK enforcement effort or effeetigss.

Table 8: UK seizures of CITES-listed timber durd@®6 and 2007

2006 SCIENTIFIC NAME CTRY ORIGIN  CTRY REEXFQUANTITY  UNIT TYPE SPECIMEN PURPOSE SOURCE  STATUS NO. SHIPMENTS
Dalbergia Nigra Brazil n/a 46 kg Wood planks Commercial Unknown Seized 1
Swietenia macrophylla Mexico n/a 21.6 tonnes Logs Commercial Unknown Seized 1

2007 SCIENTIFIC NAME CTRY ORIGIN  CTRY REEXFQUANTITY  UNIT TYPE SPECIMEN PURPOSE SOURCE  STATUS NO. SHIPMENTS
Gonystylus Spp unknown Taiwan 20,000 unit Tassels Commercial Unknown Seized 1
Gonystylus Spp unknown Taiwan 2184 unit Dolls House miniatures Commercial Unknown Seized 1

Source: pers. comm., HMRC

In future, implementation of FLEGT VPAs and the EWue Diligence legislation may result in
more enforcement training and, depending on tlength of the preventive force and monitoring and
verification systems of VPAs, may result in morisgees. It should also provide more
comprehensive and useful data with which to monitidrenforcement.

Forest Governance Aid

UK forest governance aid is provided by DFID (whpriavides central funding for forest governance
activities and also funds specific programmes ievant producer countries such as Cameroon), UK
Foreign and Commonwealth Office (FCO) and DEFRAWth the US, it is difficult to determine

amounts and trends in forest governance aid itvisince separating forest governance related aid
from other expenditure is problematic, and sincaerous agencies and sub-agencies are involved.

DFID does not record expenditure on forest pradectir on reducing deforestation. It uses the two
categories of expenditure required by the DevelopirA@ Committee of the Organisation for
Economic Cooperation and Development (OECD): Fordalicy and Administrative Management;
and Forestry Development. However, DFID does retatial bilateral expenditure on forests, but it is
not broken down other than by two OECD DAC coddw fotal bilateral expenditure incurred on
forests in the last three financial years was: .Ehallion in 2005/6; £15.6 million in 2006/7; and
£7.4 million in 2007/82°

Consequently, it is not possible to determine edfare on ‘forest governance', other than through
specific programmes such as those noted below, sbmbich are directed purely at forest
governance and others which may contain compomelatied to forest governance.

As with the US aid expenditure, DFID provides furglto international organisations, some of which
may be spent on forests. Such international org#aiss include the World Bank, Asian

Development Bank, African Development Bank andRbed and Agriculture Organisation of the

UN. However, as noted above, it is difficult toe®iine how much of an individual country’s

funding is directed towards forests and in particulorest governance. The UK also provides funding
towards the EU but again, it is difficult to deténemhow much is spent on FLEG.

The central DFID funding line is a five-year, £24lion programme that aims to tackle the problems
of illegal logging in developing countries and #ssociated international trade in illegally logged
timber. Its main activity is supporting reformsdountries that enter FLEGT VPAs with the EU.

126 56 Commons Hansard, 27 March 2009, ‘Forests: Bnwieat Protection’

www.publications.parliament.uk/pa/cm200809/cmhafrsn90327/text/90327w0020.htm#09032765003701

42



DFID central funding provided £0.9 million in 20@607; this amount more than doubled to £2.3
million in 2007/2008.

Graph 18: DFID central funding on illegal loggingnd associated trade.

UK DFID Central Forest Governance Expenditure

GBP Million
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* Projections
Source: Pers. comm., DFID

The FCO provides funding for a range of forestwtidis. In total, FCO provided £322,233 in
2006/2007, rising to £429,787 in 2007/2008. Thénbgy cumulative expenditure on projects spanning
both years was on a FLEG project facilitating Clsirsdility to encourage legality in the global
community chain of forest products. Other high exjitire projects took place in Cameroon and
Brazil. The funding provided for Cameroon by DFlilna at supporting the development of sound
forest sector governance in the counfADEFRA’s expenditure focused on timber policy and
CPET!® DEFRA provided £301,000 in 2006/2007 and £300j8D07/2008.

Overall, it appears that UK expenditure is gronamgl set to rise significantly. As graph 18 above
shows, central DFID funding projections are £5 imiillfor 2008/2009, £6.1 million for 2009/2010
and 7 million for 2010/2011. £2.5 million is profed for 2011/2012. The total commitment for the
DFID Cameroon fund is £11 million to be spent dfeer years from 2008% In addition, the £50
million Congo Basin Forest Fund (CBFF), announce#d07, is due to begin funding projects in
20097*° This is from the International Window in the UKEsvironmental Transformation Fund.
However, it is not yet clear how much funding viadl directed at forest governance relevant for
illegal logging. Besides the main £50m CBFF fundiD&ID are also developing several start-up
projects in the region, supported by an additiéigl million, two of which currently relate to fotes
governance and illegal logging. A number of othi&teral commitments have also been made by the
UK on forests'®!

127 The funding was £2,256,781 in 06/07 and £884,447108 Although amounts appear to be reducirig,riéforms by the
Cameroon government that largely determine the edipe®r levels and operationalizing associated systand plans has
taken some time.

128 Although in 2008/2009 DEFRA funded a FLEGT licemsatudy

129 The funding period may last longer than this time|

130ts current total value has increased to £100muigh the Norwegian Government matching the UK'8ra%unding
level

131 5ee Commons Hansard, 27 March 2009, ‘Forests: Envieat Protection’

www.publications.parliament.uk/pa/cm200809/cmhafrsn90327/text/90327w0020.htm#09032765003701
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3.3  Processing Countries
331 Vietham
Policy & legislation

Though private sector indicators show a strongaesg to illegal timber trade in Vietnam during the
last year, there has been little equivalent respdnosn government. The Viethamese government has
yet to make an assessment of the extent and safrpesentially illegally-sourced timber imports.
The Chatham House project partner found that tvergonent has no action plan in place to tackle
such imports, and does not have any formal arraageto co-ordinate response between different
relevant government departments. The governmenydtas examine existing legislative options for
preventing imports of illegally sourced timber drab not put in place any additional regulatory
measure$* It has not provided any specific training on timissues to customs officials. Though
Vietnam has made a number of political commitmémtsct, including the Bali FLEG Declaration of
2001 and subsequent bilateral MoUs with the Nedineld and Laos, little has stemmed from these
agreements in terms of the country’s role as aroitep and re-exporter of illegally sourced wood.
However, as noted above, Vietham has formally esg@e@ intent to enter into a bilateral agreement
with the EU.

Enforcement activities

Data for enforcement activities in Vietnam were agdilable. Attempts were made by the project
partner in Vietnam to ascertain the existence amadability of such data through a number of
mechanisms. The partner contacted the General Degarof Customs which stated that in their
understanding there had been no timber seizurestfar imported or exported timber by the
customs department due to a lack of capacity aswaperceived lack of importance regarding illegal
timber by the customs department in relation t@pithegal activities. The department did indicate,
however, that this perceived lack of importancehianging and seizures in the future are possible
given sufficient capacity for enforcement. Theyoadtated that even if seizures had been made the
data would not likely be available outside of thistoms department. Several other government
departments and sources were contacted but alsechiadormation.

It appears that no seizures of illegal CITES-listexbd or other illegal imports occurred during 2006
—2008. The only seizure known to have occurrdtiépast was a barge of illegally-exported
Indonesian logs, which were temporarily seizedatPhong port in August 2003 following a request
from the Indonesian government, but were laterasedd to the owners without charge, apparently due
to the lack of a legal basi&

Given increased efforts in terms of capacity baigd{for example, training on timber identification
skills, and understanding of the law) it is likéhat enforcement could be improved, especially as
several enforcement agencies in Vietnam, includusgoms, have stated that they would welcome
such training. Efforts have been made recentlydweal NGOs in Vietnam, including TRAFFIC, to
help increase the capacity of enforcement ageinuthsding Customs, FPD rangers and the relatively
newly established Environmental Police. Future wsnlanned to continue such capacity building
including with the Judiciary and market controlfarities. It is hoped that within the coming year
enforcement efforts by the relevant authoritiestoaimproved, but unless the legal basis for action
against illegally sourced timber imports is expahbdg government, the potential for improvement is
extremely limited.

132 A FLEG assessment was implemented by the World Bamk 2006-2007, however. The purpose of the apsasswas

to assist the government in strengthening its dvapproach to forest law enforcement and govereaand includes
assessment of existing challenges, developmenitifits for policy reform, programmatic developmant definition of
project opportunities. This assessment has, tq datg been completed in draft form and has notyen published.

133 ElA/Telapak 2005, ‘Stemming the Tide: Halting thew of lllegal Timber in Asia’
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The study also found that a lack of transparengeireral sectors limits the availability of data fo
certain activities. Some efforts are now underveagtddress this issue, such as activities under FLEG
but it is likely to be several years until datariade available on a wider basis.
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4. Private Sector Policy Development & Implementati  on

This study provides both baseline and trend data & range of indicators related to the response of
the private sector to the problem of illegal loggand associated trade. First, results from themxp
perceptions survey provide some initial baselimgcators of private sector action in focus producer
and processing countries, and on expectationsedfitportance of the issue in future. Next, the ywtud
examines trends in take-up by companies in consymecessing and producer countries of systems
and services designed to help ensure the legalttysastainability of timber supplies.

This chapter also examines to what extent informmadin timber prices can be used to measure the
response to illegal logging — both by examiningektent of and trends in price premiums for
sustainably certified and legally verified timbemdavood products, and by assessing the extent to
which prices are perceived to have changed asult oéssupply constraints resulting from
enforcement. Finally, the chapter attempts to assesng both the expert perceptions survey and
trade data analysis, whether and to what extemteimpproducers and traders are avoiding increased
controls and demands in consumer countries byirghiftade towards less sensitive markets.

The study finds that private sector progress imesking its role in illegal logging has grown otles
assessment period across the country groups. Ajthivis difficult to determine which drivers are
the most influential, it is likely that progressascurring at least partly in response to growing
awareness of problem, legislative developmentsemdmg legislation and other initiatives in the
countries studied. In addition, there appears thittteeevidence of trade shifting to less sensitiv
markets in response to efforts to control impoftdl@gal timber by consuming countries.

Table 9: Summary of conclusions from assessmemivate sector policy development and
implementation

Baseline survey results on
private sector action on
illegal logging and market
demands

Survey results indicate that in both Indonesia and Cameroon, large scale concessionaires
and manufacturers/exporters supplying sensitive markets have made the most progress on
tackling illegal logging, compared to smaller scale concessionaires and manufacturers
supplying less sensitive markets, though all were considered to have made some progress
during 2008.

Ninety per cent of Viethamese companies surveyed received regular enquiries about legality
during 2008 and had noticed a small or significant increase in such enquiries relative to 2007.
All of the private sector respondents in Indonesia had also noted an increase, though in most
cases this was small and the overall level of inquiries was lower than that seen in Vietnam.

Private sector respondents in Indonesia considered that timber legality & sustainability
demands will have slightly more impact on the international competitiveness of the country’s
timber sector over the next five years than general economic developments such as changes
in overall demand, tariffs, subsidies or manufacturing costs. In Vietham the reverse was true,
though demands for legality and sustainability were also considered important.

Commitments and Private sector take-up of voluntary verification and certification services continued to grow

implementation by timber
companies: verification and
certification schemes

during 2008 in all focus producer, processing and consumer countries. The growth rate
accelerated in the US & Vietnam, likely in response to the Lacey Act amendment prohibiting
imports of illegally sourced wood as well as impending EU regulations. The area of certified
forest in Cameroon doubled during the year, but in Indonesia certified forest area and take up
of other schemes levelled off following strong growth in preceding years.

Timber price response

Data on price premiums for certified and verified wood were too scarce to ascertain any
trends.

Survey results from both Vietnam and Indonesia suggest that timber prices increased during
2007-2008 due to reductions in supply resulting from enforcement in Indonesia in the
preceding years. The Cameroon survey results were too widely spread on this issue to draw
a conclusion.

Diversion to less sensitive
markets

Analysis of trade data up to 2006 indicates that there is little evidence of trade shifting to less
sensitive markets in response to efforts to control imports of illegal timber by consuming
countries, though the private sector survey results from 2008 suggest this may be changing.
As new import controls, such as the Lacey Act and FLEGT VPAs begin to take full effect in
major consumer markets, it will be important to continue monitoring trade flows.
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4.1  Overall private sector action - perceptions sur  vey results

Survey respondents (including NGOs, governmentiaff and private sector representatives) were
asked to consider to what extent different parthefprivate sector in their respective countries a
making progress on tackling illegal logging, andveat extent each had improved its performance
over the last year.

Survey respondents in both Cameroon and Indonessidered that large scale concessionaires and
manufacturers/exporters supplying sensitive markatsmade the most progress on tackling illegal
logging, compared to smaller scale concessionaimdsnanufacturers supplying less sensitive
markets. This indicates that consumer countriegilmsing preferences as well actions to tackle
illegal logging through measures such as procurép@ities, import controls and trade agreements
have an impact on those private sector actors ahd these markets. In addition, the results may
indicate that those companies which have the adgaraf scale efficiencies can also take action more
easily. The results also show that, overall, theerauch progress yet to be made.

Graphs 19 & 20: Survey results on progress by pesector in producer countries

Overall progress by private sector
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Source: Chatham House illegal logging expert peioep survey, September 2008

Survey respondents also felt that all parts oftfivate sector had improved their performance durin
the year, but, again, large scale concessionamgsnanufacturers/exporters supplying sensitive
markets had improved the most.

The survey also examined the extent to which comegan producer and processing countries
experienced enquiries or demands regarding thditieghtimber supplies from customers, and how
this had changed in the last year (these questvens asked only of private sector respondents — the
sample size in Cameroon proved too small to alloahesis of these questions). All of the companies
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surveyed in both countries had registered some td\@istomer concern about legality during the
last year, with the frequency of relevant enquihiggher in Vietnam than in Indonesia (see graph 21)
Ninety per cent of Viethamese companies surveyegived regular enquiries about legality during
2008 and had noticed a small or significant inaeéassuch enquiries relative to 2007 — it is likely
that both the high-profile NGO campaigning on t®ue during the year and the implementation of
the US Lacey Act amendment were key factors inilgithis recent growth. All of the private sector
respondents in Indonesia had also noted an ingriremegh in most cases this was small (see graph
22).

Graphs 21 & 22: Survey results on customer concermisdonesia and Vietham
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Source: Chatham House illegal logging expert peioep survey, September 2008

Private sector respondents were also asked whivérsithey considered would have the most impact
on the global competitiveness of their countryrstier sector over the next five years.

Respondents in Indonesia considered that timbatitgglemands would have the most impact
followed by certified timber demands and consuntefgrence for timber or substitutes (though all
drivers were considered to be of moderate to higtoirtance). In Vietnam consumer preference for
timber or substitutes were considered the most itapbdrivers over the next five years, followed by
overall levels of economic demand and manufactuosis (the drivers were again generally ranked
as being of moderate to high importance, thouglswmer preference for timber or substitutes was
considered to be of more importance in Vietham ihandonesia).

The fact that timber legality & certification reggments were considered of less importance than
general economic and market conditions in Vietnahereas the opposite was the case in Indonesia,
may stem from the disproportionate effect of thepomse to illegal logging seen in producer cousitrie
as opposed to processing countries. Direct supg@Eins between sensitive consumer countries and
producer countries affected by illegal logging @@ most likely to receive attention from NGOs, are
more directly affected by some policy initiativesi¢h as FLEGT VPAS), and are simpler for buyers
to explore and clean up.
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Graphs 23 & 24: Survey results on timber industiyets in Indonesia and Vietnam
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Vietnam: domestic timber industry drivers over the next five
years
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Source: Chatham House illegal logging expert pdioep survey, September 2008

4.2 Commitments and implementation by timber compan ies

In order to help ensure that they are not invoivelgiandling stolen wood, timber producers,
processors, traders and retailers need to exgienesupply chains and obtain evidence that the
timber they buy was legally sourced. Though comgmpan choose to attempt this independently,
most opt to utilise the services of the many coriggmand schemes which have been established to
help achieve this goal. Though the initial drivevéods the growth of these schemes was the demand
for certified sustainable timber, in recent yea®sagng concerns over timber legality have become an
important driver. Though most schemes provide &h begality and sustainability, the demand for
and growth in these schemes can provide a useéuitigative indicator of the extent of the response
by the private sector to the problem of illegaldog and associated trade.

The analysis below looks at figures related totde certification schemes most relevant to affected
countries (FSC and MTCC), and also examines thethrof the main programmes and services to
assist companies explore and clean up supply ch&if&/F’'s Global Forest & Trade Network
(GFTN), the Timber Trade Action Plan (TTAP) and Thepical Forest Trust (TFT}’ The data

show strong and steady growth in demand for thexséces in all pilot focus countries during 2008
and before, with a growing volume and percentagerdfer supply chains being cleaned up.

134 Future monitoring periods may also include datanftegality verification schemes recently develgpith
as those operated by SGS and Smartwood.
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Government policy developments in consumer countimed at tackling illegal logging and
associated trade discussed in the previous chappear to be driving this growth, and the data
suggests that growth is accelerating. There rentaige scope for improvement, however, with the
majority of production and trade remaining unvexfior certified.

Until recently these schemes have largely beeredrby consumer concerns, which in even the most
sensitive markets are more limited than often imag}** Procurement policies implemented in a
number of EU countries including the UK have alad ln impact, though the proportion of timber
involved is still small relative to the overall im Comprehensive and legally-binding requirements
either recently implemented (the US Lacey Act ameet) or imminent (EU FLEGT VPA licensing
schemes and due diligence requirements) are ltkadyamatically increase the demand for the
services of these schemes, and there is already saiatence of this effect in the US (see section on
GFTN below). It will be interesting to note in fueuhow these numbers change in response to these
important international policy developments.

Forest Stewardship Council

The Forest Stewardship Council (FSC) maintaingigatand indicators used by assessors to certify
forest management units as sustainable. Compamnielved in manufacturing, trading and selling
timber products made from FSC-certified wood cao &lave their chain-of-custody (CoC)
procedures certified to enable them to use the wibodigh it should be borne in mind that many
companies which obtain such certification actuallg little or no FSC timber. FSC also includes a
lower ‘Controlled Wood’ standard for non-FSC ceetif wood used alongside FSC-certified wood in
FSC mixed-source products. The controlled wooddstethrequires, amongst other things, that such
wood must be legally sourced. There are two cdettakood standards to which a company can be
certified — one directly assesses a forest manageuné and the other (Controlled Wood CoC)
assesses a manufacturer or trader’s procedurasgessing controlled wood sources independently.

Table 10 below provides some trend and baselireaaFSC Forest Management and Controlled
Wood certification in pilot producer countries @8C Chain of Custody certification in producer,
processing and consumer focus countries.

Table 10: Data on FSC certification in focus cousdr 2006-2009

No. of No. of No. of No. of FSC No.of FSC  |Areaof FSC  Area of FSC No. of No. of
companies  companies CoC, [companies with [concessions, Oct concessions, [concession,  concession, companies  companies
with CoC, Mar 09 CoCCW, 06 Mar 09 Oct 06 Mar 09 with FM/CW, suspended
Oct 06 Mar 09 Mar 09
Cameroon 0 5 0 1 4 41,965 878,896 0
Indonesia 34 90 7 5 8 739,668 1,089,941 1 3
Processing |Vietnam 98 169
UK 608 1,669

us 588 2,903
Source: Analysis by the authors of certificatetetison FSC databasevavw.fsc-info.org

Producer

25
Consumer

The data shows that the number of companies wih €8C in the UK and US increased
dramatically during the 2.5 years to March 200Qmbers more than doubled in the UK and
quadrupled in the US. Additional analysis shows lgoawth has accelerated in recent years in both
countries, and continued to do so during 2008 gsagh 25 below). The greater rate of growth seen
in the US during 2007 and 2008 may be due in patié¢ implementation of the Lacey Act
amendment prohibiting imports of illegal wood. lillvee interesting to see what effect the
implementation of EU FLEGT VPA licensing schemed doe diligence requirements has on the
growth of FSC CoC certification in the UK in thensimg years.

135 As evidenced by low price premiums (see sectiBrildelow).
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Graph 25: FSC CoC certificates issued in the UK BI8A, 2005-2008
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The data also shows that the area of FSC-cerfifiest in Cameroon more than doubled during
2008, as two new large concessions (TRC and Rallntained certification, while in Indonesia only
one small-scale community forest area was certdigihg the year and the total hectarage levelled
off after increasing dramatically during 2005-2@8&e graph 26 below). It is unclear why no
additional large concessionaires obtained certiioan 2008, though it is possible that timber
companies are waiting to see whether EU FLEGT $ienmay serve to ensure access to sensitive
markets in future without the need for certificatiata for FSC Controlled Wood certification has
only recently begun to be published, so it is tadyeto assess trends.

Graph 26: Area of FSC-certified forest in pilot pkecer countries, 2005-2008
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Timber Trade Action Plan (TTAP)

The Timber Trade Action Plan (TTAP), managed byThapical Forest Trust (TFT), is a private
sector initiative developed by the UK, Dutch andgBen Timber Trade Federations (TTF) and is co-
funded by the European Commission (EC). TTAP’s nhask is to assist the members of

participating TTFs and their suppliers in demoristgathat their timber is legal. The project is

working with supplier companies in a range of prehiand processing countries, including Indonesia
and Cameroon. A ‘Gap Assessment’ is the first Btape process, which identifies areas of work to
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be achieved to meet all of the legality standafdlat country. An Action Plan is then implemented

to address each element, after which the nodestfaawmill, factory) can be Third Party Verified
(TPV). TTAP data for progress in Indonesia and Game over the last two years show slow but
steady progress through the stages of the prosesddble 11 below), though as of December 2008
only one supply chain had been verified legal. Rrsg has been much slower than originally
envisaged: when the 5-year programme was start2@d0 it was expected that 350 gap assessments
would have been conducted in the four focus coemtiindonesia, Cameroon, Malaysia and Gabon)
by February 2018°, while at the beginning of 2009 only 29 had beempleted in total in Indonesia
and Cameroon.

Table 11: TTAP Supply Chain Progress for Indonesid Cameroon.

Indonesia Cameroon

Oct-06 2 4 0 0 0 1 0 0 0 0
Dec-07 3 9 3 0 0 3 10 3 0 0
Dec-08 5 14 10 1 1 7 15 10 0 0

Source: pers. comm., TTAP
Tropical Forest Trust

The Tropical Forest Trust (TFT) works with loggiogmpanies to improve practices towards FSC or
establish systems of legal verification (as desctibnder TTAP). TFT also works with factories in
producer and processing countries supplying TFT begmin consumer countries to establish wood
control systems and monitor production to ensureditcaceability. Table 12 below shows the
baseline data for forest areas working with TFThsionesia and Cameroon.

Table 12: Baseline data for forest areas workinthwiiFT in Indonesia and Cameroon, as at
December 2008.

Indonesia 1,010,850 237,700

Cameroon 0 513,275
Source: pers. comm., TFT

Graphs 27 below provides some trend figures fotdted number of factories TFT has been working
with between 2006 and 2008 in Indonesia and Vietridrase show steady growth in Vietnam over
the period, though the situation in Indonesia heentargely static. In Indonesia, TFT estimates tha
115,587 cubic meters of wood from TFT-SupporteceBts moved through the factories CoC systems
in 2008.

8 TET EU TFBL Project TOR, 2005
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Graph 27: Factories working with TFT to monitor ¢eability and implement wood control systems.
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Global Forest & Trade Network

The Global Forest & Trade Network (GFTN) existstpport and facilitate greater coordination of
national and regional efforts to expand responsihle credibly certified forest management,
including technical assistance throughout the fagaition process and enhanced marketing
opportunities>’ The system seeks to encourage member compariiesease the proportion of
timber flows through various stages of verificatimm unknown source, through known licensed
source (legal origin) to full certification. Theagphs below show the trends in terms of total timber
volumes (in round wood equivalent) in each catedoryhe countries included in this study from
July 2007 to February 2009.

Table 13: Graphs showing progress with GFTN programs in pilot countries, July 2007 — February
2009
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137 http://gftn.panda.org/
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Vietnam
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It is difficult in most cases to draw conclusiofs,a number of reasons. Member companies often
leave the scheme, either prematurely or once theg heached the later stages or completed the
process, while new companies replacing them aedylilo have a relatively poor baseline situation;
member companies may also reduce their overalldirtirough-put for reasons not related to their
attempts to clean up supply chains.

In Cameroon, all member companies are concessamaihich already know the origin of their
timber and can easily demonstrate that a licenséseor harvesting — here the focus is on obtaginin
full certification, and the proportion of RWE thghput certified did grow during the relevant period
The proportion of timber of unknown origin has éallin Indonesia, and the proportion of certified
timber grown, though this is complicated by a lai@ein overall timber volumes.

In the UK, home of the oldest GFTN scheme, proghessbeen static, perhaps because the easiest
improvements have already been made. The US scéieomes the clearest improvement, with overall
volumes managed under the scheme growing thredioldg the 20-month period, while the
proportion progressing to the later stages alsw gran impressive 15 million cubic metres of timber
was confirmed of legal origin during the periG8iThis growth has clearly been driven by the Lacey
Act amendment, which was already under developmuetite beginning of the measurement period
though it was not passed until 2008.

The relatively new scheme in Vietnam saw a dranfatién overall volumes, apparently as a result of
members leaving the scheme prematurely while therityaof their timber remained of unknown
origin, though the volume of timber classified lre tater stages of the process did also grow §light
over the period.

MTCC

The Malaysian Timber Certification Council (MTCQ)erates the Malaysian Timber Certification
Scheme (MTCS) to provide independent assessmefasest management practices in Malaysia as
well as to meet the demand for certified timberpics**® Though Malaysia is not one of the pilot
producer countries included in this study, tremdgdlumes of trade in MTCS-certified timber to
specific consumer countries are available and geogipotential indicator of private sector effdays
importers & retailers in the UK.

In 2008 25,195 cubic metres of MTCS certified timbvas exported to the U 31 per cent of the
global total of MTCS certified exports. The voluwmieMTCS timber exports to the UK increased

138 |_egal origin (known licensed source) under the SF§pology refers only to verification of a limitednge
of aspects of legality, principally that the timlieharvested in a licensed concession area. For se®
http://assets.panda.org/downloads/keep_it_legall firo_fsc.pdf

139 yww.mtcc.com.my/index.asp#

140 The main certified products exported to the URQD8 were Plywood = 78% (19,570 cubic metres), Stiwber 21%
(5,282 cubic metres) and Moulding = 1% (236 cub#tres).
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between 2003 and 2007, and declined slightly irB2600The reasons for the recent decline are
uncertain; it may have resulted from UK buyerstsidgf plywood purchases to uncertified suppliers in
China, though it might also be a response to cosoexpressed by UK NGOs over the controversial
certification of the Sela’an Linau forest concensio Sarawak.

Table 14: Volumes of MTCS-certified Malaysian &méxported to the UK, 2003-2008
2003 2004 2005 2006 2007 2008

United Kingdom [ Volume T~ % [ Volme ] % [ Volme T % [Vome] % [Volme] % [Vome] %
M9l 785 4155 2158 8006 26085 30613 4067 30561 4342 25,19 30.98

Source: MTCC annual reports, www.mtcc.com.my
Note: The percentage figures show what proportfdotal MTCS certified timber exports were destifedthe UK in each year.

4.3 Market demand and access

The market response to levels of consumer prefesgmiemand-side measures such as procurement
policy and import controls as well as trade arramgiets, can be measured through price premiums
obtained for these products as well as trendspors from producer countries to more or less
‘sensitive’ markets. In this context ‘sensitive’ ams markets which have more stringent regulations
and higher demand standards concerning legal origin

431 Timber priceresponse

Little or no time-series data is available on ppcemiums for sustainably-certified or verified-dg
timber in pilot focus countries or elsewhere. Wiateearlier study was able to draw on ITTO data
price data for FSC-certified and non-FSC certiiapupira timber in the Netherladtfsthis data has
since been discontinued. A series of studies il were commissioned by DFID during 2005-
2007 but these have also been discontirtred.

The UK studies found that for a number of softwgpoalducts certified timber represented such a
large proportion of the market and was availableuch large volumes that no premium was
obtainable. Premiums on tropical hardwood produatged considerably, from as little as two percent
to as much as thirty per cent. During the period05 that specific premiums were tracked, most
premiums for certified or verified legal timber fnocountries heavily affected by illegal logging
appeared to fall (see table 15 below), but the dcipally reflected a difference between the premiu
UK suppliers were expecting to obtain against tiath they were actually able to achieve.

Table 15: Price premiums for sustainably certifeattl legally verified timber in the UK, 2005

Wood product: Legality % %
certification premium | premium
status: Feb 05 Jul 05
Dark red meranti tembaga GMS kiln dried 2 inch sawn MTCC certified 2 2
lumber FSC certified na 8
Sapele kiln dried 1-2 inch sawn lumber Verified legal 10 2
Iroko kiln dried sawn lumber 1-2 inch sawn lumber Verified legal 10 2
Brazilian tatajuba kiln dried sawn lumber FSC certified 35 13
Brazilian garapa hardwood decking profiles FSC certified 21 na
Brazilian masaranduba hardwood decking profiles FSC certified na 33

Source: Forest Industries Intelligence Ltd, anmeseport for UK TTF and DFID, July 2005 - http://wmillegal-
logging.info/uploads/annexJuly05.xIs

141 Only a total of 43 cubic metres of MTCS-certlfienber product was exported to the USA in ApfiDZ.

142 chatham House (Sam Lawson), 2007, ‘lllegal Logging Related Trade: Measuring the Global Response’ -
http://www.illegal-logging.info/uploads/Measurindpet_response.pdf

3 Eorest Industries Intelligence Ltd, for UK TTF aD&ID, Feb 2005-July 2007 - http://www.illegal-
logging.info/item_single.php?item=document&item_1d¥&approach_id=
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Though a recent ITTO report on certification ca@thsome anecdotal information on price premiums
in the US, the information is too scanty for argntis to be ascertained. The report’s overall
conclusion is that price premiums for certifiedpical timber have been small or non-existent te dat
and that those that do exist may disappear asupmysof certified wood increases to meet
demand** Attempting to track such premiums in future asraficator will probably not be
worthwhile.

In addition to collating available information arends in price premiums, the study also used the
expert perceptions survey to try to judge what iohifh any) efforts to tackle illegal logging are

having on timber prices generally. Private-sectwvay respondents were asked their opinions on the
timber price response during the last year (seehg?8 below). Survey results show that a clear
majority of respondents in Vietnam considered gates had risen due to enforcement efforts in
source countries. The most common view (aroundef@ent) expressed by respondents in Indonesia
was also that enforcement had driven up prices.ré&bdts from Cameroon were too diverse and the
sample size too small to determine a particulavpnt.

Other evidence shows that enforcement has incréadedonesia in recent years and that the supply
of illegal timber has reduced as a result (see @n&). The survey results indicate that this réidac

in supplies has been sufficiently large to affeatgs in a noticeable manner. Since Vietham was a
major importer of illegal Indonesian timber priorthis crackdowl{® it is likely that it is the price
response to enforcement in Indonesia to which fletngmese private sector respondents were
referring.

Graph 28: Timber price response to illegal loggingproducer and processing countries
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4.3.2 Diversion tolesssensitive markets

This section analyses data and survey results ethehthere has been a shift in trade in expaots fr
producer and processing countries from ‘sensitiverkets to less ‘sensitive’ markets. This analigsis
carried out in order to evaluate the risk thateradhift their trade to less sensitive marketss th
limiting the effectiveness of initiatives such he EU’'s FLEGT VPAs.

Data was collected from UN COMTRADE and expertsenasked their perceptions about whether
there had been a shift in trade and whether itduasto sensitivities.

4170, May 2008, ‘Developing Forest CertificationoWards increasing the comparability and acceptah&arest

certification systems worldwide’, http://219.1276134/live/Live_Server/4092/TS29.pdf, pgs 35-36
145 ElA/Telapak, 2006, ‘Stemming the Tide: Halting ftmv of illegal timber in Asia’
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The following summary conclusions can be drawn fiteenanalysis which follows:

* There is little evidence of trade shifting to lessisitive markets in response to efforts to control
imports of illegal timber by consuming countries;

» The shift in trade to China (a less ‘sensitive’ kedy from the pilot producer countries has been
less than popular opinion might expect. The shittade from Cameroon was very small (1 per
cent), and the proportion of Indonesian exportsided for more sensitive markets has actually
increased. It is possible that China, rather th&img a market share in established producer
countries serving sensitive markets, has develapddcreasing role in countries with limited
access to these markets. Future monitoring bysthidy over a broader range of countries will be
able to evaluate this possibilit{/

* As new import controls, such as the Lacey Act anBG&T VPASs, begin to take full effect in
major consumer markets, it will be important to twane monitoring trade flows in case a
significant amount of trade begins to move towaeds-sensitive markets.

Graphs 29: Proportion of exports from producer ctrigs destined for sensitive markets, 2003-2006
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Indonesia

The data shows that the proportion of Indonesiabér exports destined for sensitive markets
(Europe, North America and Australia) actually eesed slightly (by around 8 per cent) between
2003 and 2006 (the most recent year for which tdda is available), albeit from a relatively low
baseline (see graph 29 above). This is surprisvenghe growth of China and India as markets for
timber during this period, and given the increasffgrts being made in sensitive markets during thi
period to prevent the import and sale of illegdirvested timber.

Interestingly, the trend in the actual trade datesrsomewhat contrary to the views of the private
sector survey respondents in Indonesia, more taimhwhom felt that trade had shifted towards
less sensitive markets and a majority of whom béd@ved that this was due at least in part to
increasing sensitivity to issues of legality andtainability (see graph 30 on page 59 below).

The discrepancy between the trade data and suegejts may result from the survey (conducted in
late 2008) picking up a response which has occusirezt 2006, though it is also possible that the
very small respondent numbers to the private setitmey are unrepresentative. Another possible
explanation arises from the fact that the COMTRAdEEA assessment is based on US$ value. It may
that a higher percentage of exports by value isgth sensitive markets, while at the same time a
higher percentage by weight or RWE volume is gomnigss sensitive markets. The discrepancy

148 1t will be important for future assessments taat®nitor trade flowérom less sensitive processing country markets,
such as China, since they are also re-exporteexigitsve markets.
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between the results may also be due to the facthbahift in exports is from Japan to China (as a
main consumer of primary products). The surveyaradpnts may consider Japan to be more
‘sensitive’ than China, while the COMTRADE data lyses considered both Japan and China to be
‘less sensitive’.

It should also be borne in mind that the Indonepiavate sector survey respondents were actually
very divided on the subject (a large minority coiesed that there had not been a shift or thathtie s
has been to more sensitive markets); this may bause any shift which has occurred has in fact
been rather small, as the COMTRADE data indicHtes.

Cameroon

The trade data show that the percentage of Camearoomber exports destined for sensitive markets
has been generally been quite stable (see graph@®&), but fell slightly in 2006 (the last year fo
which data is available). This slight fall is frarvery high starting point, however (around 80 per
cent of exports are destined for sensitive markets)

For various reasons, Cameroonian timber traderadgionally been more closely connected to
sensitive markets than is the case most othercabpmber producer countries. Production in the
country is mainly carried out by a small numbelanfe European companies, who tend to have close
ties to EU markets and have the advantage of sffd&encies. The companies are therefore more
likely to see a need to take action to retain act@sensitive markets and also more likely to hhee
resources to put in place the necessary measuissisTess true of Indonesia.

As in Indonesia, survey respondents were very divias to whether there had been a shift towards
sensitive or non-sensitive markets, possibly bezany shift which has occurred has been very small.
About a quarter of respondents thought there had beshift in trade to less sensitive markets and
also believed that this was at least partly inoesp to increasing sensitivities elsewhere (sgehgra

30 on the next page).

Vietham
Analysis of trade data for Viethnamese timber andavproduct exports shows that the proportion of
exports destined for more sensitive countries bamimed relatively steady in recent years, though

there was a slight fall in 2006, the last yeandbich data is available (see table 16).

Table 16: Proportion of Viethamese wood exportsided for main sensitive market countries

2004 2005 2006
Timber 21% 23% 20%
Wood Furniture | 72% 71% 70%

Source: UN COMTRADE US$ value trade data, analygithe authors
Note: Timber = HS44; Wood Furniture = HS943060; Msénsitive market country destinations — Timbe3; UK, France, Germany,
Netherlands, Italy; Wood furniture = US, UK, GerrgaRrance, Netherlands, Belgium, Spain, Italy, DarkmFinland.

Once more, the relatively subtle changes in ad¢tade patterns are reflected in the survey, with
private sector survey respondents in Vietham a¢sg dgivided as to whether there had been no shift,
a shift towards sensitive or a shift towards lemssitive markets (see graph 30 below). About athir
of respondents nevertheless felt that there han dehift to less sensitive markets and that this w
due to increasing concerns about legality and ity of wood supplies in the more sensitive
markets. Analysis of Vietnamese raw timliraportdata also shows a slight shift towards countries

147 Some survey respondents provided comments onahsivers. One commented that some sub-sectorsoage m
responsive than others. The furniture sub-sectoeas to have done most to adjust to new demantithdre is now
evidence of pulp and paper sub-sector drivers cgimito play, restricting certain companies fromtaigr markets. He also
felt that price and availability are still more ionant market drivers, but that sensitive buyerselertainly instigated
change in the Indonesian business sector, as @dddyy the increasing areas of certified or vetifegal forest.
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where illegal logging is less prevalent (see T&3én Chapter 5), which may also reflect efforts by
Vietnamese wood furniture manufacturers to cleathep supply chains in response to increasing
concerns being shown in sensitive markets to theeisf illegal logging.

Graph 30: Trends in exports of timber from produaed processing countries, 2007-2008
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5. Levels of lllegal Logging & Associated Trade

It is clear from the previous chapters that awasemd the problem of illegal logging and associated
trade has increased across the board, thoughiattdras dropped slightly in the last year. Though
limited baseline data are available, it also setfvatsgovernments in producer countries and consumer
countries are beginning to enact and implement safrtiee policies which are needed to tackle the
problem, at least in the sample countries on wthchstudy is based. Private sector initiatives are
also expanding rapidly. Progress is clearly beiaglenin the focus countries on the early phases of
the response, though much remains to be doneoffaturse these steps are only means to an end,
and uncertain ones at that.

The most important question remains: are thesenggiate responses (or other factors) actually
having a measurable effect in reducing illegal lnggand associated trade, thereby contributingéo t
ultimate purpose of protecting the environment tnedpeople dependent upon it? This section is an
attempt to answer this question.

Assessing actual levels of illegal activity is velifficult and imprecise. Traditionally, attempts t
measure quantitatively the level of illegal loggingproducer countries and the trade in illegally
sourced timber through processing countries amddohsumer countries have drawn on three
methodologies: wood balance modelling, trade ds@ebancies and import-source analysis. All
three methods suffer from serious flaws, but theythe only tools we have. To bolster these
methods, this study has commissioned expert péocsspsurveys in the focus producer and
processing countries, and has also drawn on qtisditaanecdotal information. The hope is that where
multiple indicators concur about the direction bange, and to a lesser extent also the degree, then
some reasonably confident conclusions can be drawn.

5.1  Producer Countries
5.1.1 Wood balance modelling

Wood balance modelling is the most common methed ts quantify illegal logging in producer
countries. In its simplest form, the method compdhe legal supply of timber (officially permitted
logging, legal imports) with the actual consumpt{domestic consumption and exports); the extent to
which real consumption outstrips legal supply carubed as a measure of the volume of illegal
timber being cut and of the percentage of loggihgtvis illegal.

Unfortunately there is no standardised methodolagg, various methods have been used in various
countries and even within specific countries inphst, partly because of variations in the avditgbi

of raw data. This makes comparisons between pu@listudies from different countries and different
years very difficult to make with any degree of idence. There are also some general problems
with the methodology which should be borne in mifide most important is that wood balance
modelling only measures illegal logging in excethe annual allowable cut (outright, unlicensed
illegal logging) and fails to account for illegadi$ related to legally-sanctioned timber production
also fails to account for timber which is illegaliyt and smuggled abroad.

Indonesia
The most oft-quoted estimate of the rate of illdggbing in Indonesia (73 per cent) was derivednifro

a wood balance assessment conducted for 1998. Mtadonpst a decade old, this statistic remains in
common use, and has been used to calculate itiegaér imports into the EU as recently as 2638.

L8 \WWE, lllegal wood for EU market, 2008, http://wwllegal-logging.info/uploads/WWFEUimports.pdf;
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A number of other similar assessments have beeeriah@n in the years since, and Chatham House
commissioned a similar study for the most receat y@r which data is available (2006). Caution
should be exercised in examining the resultingepattsince the various studies used different
methodologies. With this in mind, however, the @attcertainly seems quite clear, and is supported
by a number of other indicators. It suggests thatblume of illegal timber being cut in Indonesia
has fallen dramatically in the last few years, singpeak around 1999/2000 (see graph 31 below). The
percentage illegal logging rate peaked slightlgiaperhaps because the legal cut was being reduced
at the same time that illegal logging was fallimbe figures suggest that by 2006, following theanaj
country-wide enforcement operations launched byrtdenesian government in 2005, the illegal
logging rate had fallen from a peak of over 80qet to as low as 40 per cent. Meanwhile illegal
timber volumes had fallen by as much as 75 per. dértse figures compare with the Indonesian
government’s own estimate that illegal logging heduced by 80 per cent between 2005 and 2606.

Graph 31: Wood balance estimates of illegal loggm¢ndonesia, 1997-2006
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It is worth re-iterating that this estimate is onlyoutright illegal harvesting — it does not acabfor
illegalities related to the allocated cut, whichynewen have been increasing at the same time as
outright illegal logging has been falling. Revermag@ture on legal timber harvesting, for instance,
may well not have improved at the same rate.dtde possible that the unlicensed cutting may
exceed that suggested by the analysis, since sea®licensed for harvesting in one part of the
country may be being left standing, which wouladwallan equivalent volume not licensed for cutting
elsewhere to be illegally logged without affectthg wood balance.

Cameroon

The most oft-quoted estimates of illegal loggin@eimeroon are also derived from wood balance
modelling, and are also very out of date. A singdifform of wood balance assessment has been used
in Cameroon, which compares only the licensed legatession production with exports (in round
wood equivalent) — cutting for the domestic marketot included. Such a simplification is possible
because there is a clear division in logging indbentry, with production from large concessionaire
destined entirely for export, while timber from dhsale logging is almost entirely destined foe th
domestic market.

An analysis of this kind found that in 1999 as mast70 per cent of the timber being harvested by
large concessionaires for export was illegally sedr— as much as 1 million cubic metres per year.

149 Antara, 4" January 2006 Forestry Minister: lllegal Logging Expected to b®ed by 2009
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The analysis has been repeated every year sirmg th& same methodology. This showed that
discrepancies between licensed harvest and expaxit&allen to zero by 2002, and after picking up
slightly fell back to near zero again in 2006 af02 (see graph 32 below}. This suggests that
relatively little outright illegal logging is howogurring in major concessions, or at least thatsaroh
timber is not being exported. However, importatity analysis does not account for illegalities
within the licensed harvest, such as failure tofaags and fines, cutting higher value species than
licensed, or cutting trees below legal diametéris. important to bear in mind that a logging compa
can increase profits significantly by a wide ran§élegal means without logging a volume of timber
in excess of the licensed amount. The findinghefihdependent monitor in recent years attestdo th
prevalence of these sorts of illegalities.

Graph 32: Estimates of illegal logging volumes aatds in Cameroon, 1999-2007
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Alongside the wood balance assessment, the anaydkal logging in Cameroon conducted over
the past ten years have also included an estimoatad part of illegal harvesting which this sinfigldl
balance model excludes — small scale unlicensegrmduction for the domestic market. This has
been estimated on the basis of one-off estimateksped in 2000 and 2002 on the volume of timber
being consumed in the domestic market, based oapstation from limited surveys in a small
number of citie$>® The most recent study concluded that around haifln cubic metres of logs
were being cut illegally each year to feed the dstinenarket™ this figure has not been updated
since, though studies are currently underway.

Combining the two estimates for domestic and expadted illegal logging suggests that the overall
illegal logging rate in Cameroon has fallen fromesk of 70 per cent in the late 1990s to around one
quarter of production in 2007, entirely as a restithanges related to industrial-export-related
logging. Though the actual percentage of logginGameroon which is illegal in some manner is
likely to be much higher, the scale of the decim#legality (around 60 per cent) is supported by
other indicators and by anecdotal information.

5.1.2 Expert Perception Survey

A number of questions in the expert perceptiongesuconducted in Cameroon and Indonesia for this
study were focused on the actual level & naturiflegjal activity. Indeed, it was principally to ¢ectt

10 cerutti, P. O. and L. Tacconi (2008). "Forestsghiliity, and Livelihoods: The Case of Cameroon." SgdeNatural

Resources 21 (9): 845 - 853.

151 Resource Extraction Monitoring (REM) Independent Marmg Cameroon, Annual progress reports, 2005-2008
152 Cerutti & Tacconi (2008), op cit.

153 CIRAD 1&D (2000), Plouvier, D., R. Eba'a Atyi, T. FoaidR. Oyono and R. Djeukam (2002). Etude du sousisect
sciage artisanal au Cameroun. Yaoundé, Cameroonstiimif Environment and Forests.

154 plouvier et al. (2002), op cit.
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information on this hard to reach area that theesuwas commissioned. The relevant survey
guestions looked at the relative importance ofdldogging as a driver of forest loss and negative
effects on forest-dependent people, at the ovexaédint of the illegal logging problem and various
aspects of it, and at how these have changed émrgears.

lllegal logging vs other causes of forest loss

Though illegal logging has been clearly identifeedan important cause of forest destruction and
negative impacts on forest-dependent people infootis countries, there are of course other drivers
Though illegal logging may be the most importanmelr when attention is first brought to an affected
country, it is possible that attention might beedted from other problems and that these are atlowe
to worsen. In the face of tougher enforcement congsamay also make greater efforts to encourage
the growth of legal but unjust and unsustainablameef accessing timber resources. If efforts to
tackle illegal logging are successful, it is alesgible that other causes may become relativelg mor
important without themselves increasing. The suesamined illegal logging relative to legal
industrial logging and legal clearance for agriardt

Graph 33: Survey results for illegal logging vsadégctivities as a driver in producer countries
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At the time of this first survey, legal clearancasiseen by experts as a slightly more importargecau
of forest loss than illegal logging in both Indoieand Cameroon, though both are reckoned to be
major drivers. lllegal logging is however seentasmost important cause of negative social effiects
both countries, especially so in Cameroon. Legauitrial logging is also seen as important drivfer o
both forest loss and negative social effects it lsountries, though less important than eithegdle
logging or clearance for agriculture. It is impddsito know for certain what such a survey might
have found five years ago, but given the otheranie suggesting significant falls in illegal loggin

in both countries in recent years it is likely thegal industrial logging and legal clearance have
become relatively more important over time. If reitons in illegal logging continue and are
maintained in both countries, this suggests govems) donors and NGOs may need to shift
attention to destructive legal activity.

lllegal commercial logging for timber is only onspect of broader forest governance, though it has
received the bulk of international attention. Thisreome anecdotal evidence from the Philippines
and Indonesia that when direct illegal logging lmees more difficult and when legal logging is
reduced in the face of dwindling forest resourcesypanies seeking to source timber cheaply may
turn to less direct illegal methods in order toambiaccess to wood, including corruptly obtaining
licenses for mining or oil palm cultivation as aveofor cutting trees. As in the question aboves it
also possible that other aspects of illegal loggsugrh as small-scale logging by local communities)
may grow to become relatively more important agotbsues such as large-scale illegal logging are
tackled, and it is therefore important to attenaptronitor this.
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Graph 34: Survey results on importance of illegajding relative to other illegalities
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Source: Chatham House illegal logging expert pdioep survey, September 2008

The results of this first survey show that illegkdarance for tree crops is now seen as a slighhe
important driver of both forest loss and negatimpacts than illegal industrial-scale logging in
Indonesia, though both are important; in Camerdtlegal industrial scale logging remains the most
important driver, with illegal logging associate@ttwmining the second most important. Small scale
illegal logging by communities is seen in both do@s as a much less important driver of foress los
and negative social impacts than other forms egdl activity. lllegal industrial-scale loggingtree
only illegal activity seen in both countries todenore important driver in terms of negative social
impacts than in terms of forest loss. For the preatleast, the survey suggests that the focus on
industrial scale illegal logging within the broadmmut of illegalities is correct.

Level of lllegal logging

In order to assess the overall level of illegabliog, respondents were asked to estimate the stale
the problem on a five point scale (see graph belB&$ponses in both countries ranged dramatically,
with some respondents reckoning that less thareR@gmt of timber is being illegally logged, while
others estimated the percentage at over ninetyn¥jerity of respondents in Indonesia, however,
reckoned the problem to be somewhere between 5¢epéand 90 per cent, while in Cameroon there
was strong agreement that illegal logging reprasketween 20 per cent and 50 per cent of
production. Though the private sector did tendiéowthe situation more positively in the two
countries, in general the results showed a reméelddgree of consensus between different
stakeholders.

Graph 35: Survey results on overall extent of #élelggging in producer countries
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By weighting responses, it is possible to calcutat@verall average illegal logging rate based on
these survey responses — this suggests an illeggihlg rate of 38 per cent in Cameroon and 58 per
cent in Indonesia. These numbers shows a stromglaton with estimates of illegal logging derived
from wood balance modelling (though these are faostightly earlier time period). Estimates from
the surveys can be expected to be higher than fhmeenvood balance modelling since the former
include illegalities related to licensed log protioc while the latter measure only unlicensed ogtti
This is exactly the pattern seen for the diffeesitmates in both countries, with overall illegal
logging as measured by the survey around 15-2@ptage points higher than that measured by
wood balance modelling (see graph 36 below). Thetfat these two very different methods of
estimating illegal logging show such consensus s\éaat more confidence can be placed in the
results than would be the case for any one metlwea

Graph 36: lllegal logging estimates from wood balamrmodelling & perceptions survey
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Source: Chatham House illegal logging expert peioep survey, September 2008 (data represent avefaal responses); wood balance
analyses as per Section 5.1.1 above.
NB: Wood balance estimate relates to 2006 for leg@nand 2007 for Cameroon, while survey-deriveéebreelate to 2008

Different Aspects of the Problem

In addition to the overall extent of illegal loggirthe survey sought to gather information on the
relative importance of different aspects of thebjem, including illegal logging by concessionaires,
other industrial logging and artisanal loggingedlal processing and export, and corruption withén t
forest service, police and judiciary.

Graph 37: Survey results on relative importanceditierent types of illegal loggirtgy
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1% This is not intended to be an exhaustive list,aiots to encompass the bulk of illegalities
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Corruption was seen on average as the most prévadpact of illegal logging by respondents in both
countries. Though corruption may always have beemirst aspect, this finding might also reflect
the relative success seen in both countries imtg@ars with enforcement against the more easily
detectable aspects of illegal logging: as theséndebut corruption proves more intractable,
corruption becomes of greater relative importance.

The survey responses suggest that illegal artisagging is much more prevalent in Cameroon than
in Indonesia, but all other forms of illegal loggiare viewed as worse in Indonesia than in
Cameroon.

lllegal export and smuggling were viewed as a muaoihe important part of the problem in Indonesia
than in Cameroon, supporting the findings from wbathnce modelling which suggest that illegal
exportation is now much reduced in the latter cgurithe geography of Cameroon and the location
of the main markets make illegal export more diffichere than in the island nation of Indonesiad a
the independent monitoring of log exports and beoddrest governance in Cameroon has also
helped minimise this problem.

Graph 38: Survey results on prevalence of diffetgpées of illegal harvesting by logging companies
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The survey also sought to measure perceptionseakthtive extent of different types of illegal
harvesting by logging companies (see graph abbeg)ging in protected areas, outside allocated
areas and in prohibited areas within concessiars|agging of banned species are all now reckoned
to be considerably more prevalent in Indonesia thaameroon; the relatively low prevalence of
these types of illegality in Cameroon is likely tlesult of greater enforcement under the independen
monitoring regime. These forms of illegality argwably among those most easily detected and
prevented. In contrast, there is much less diffezdoetween the countries in the prevalence of less
easily detectable forms of illegality by concessioes, such as breaches of community rights
obligations or other contractual obligations. Thaspects, less easily detected and tackled under
IFM, are now amongst the most prevalent in Cameroon

Change over last year / five years

If monitoring of indicators becomes a regular eyémn subsequent follow-up surveys will allow
changes in responses between surveys in diffeeamsyo be compared and trends ascertained. While
this is not possible in this baseline year, sonmestions were included in this first survey which

sought to gauge perceptions amongst experts ofid@is of illegal logging have changed in the last
year and within the last five years.
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Graph 39: Survey response on changes in levelkegél logging in producer countries
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In both Indonesia and Cameroon, survey respondeatisimously agreed that the situation with
illegal logging has been improving for 5 years are) and continued to improve in the last year
(2008). Government and private sector respondedigielv the situation more positively, but there
was also consensus that there had been improvemmamtgst NGO respondents.

In Cameroon the survey suggests that the ratemwement has increased in the last year relative t
the previous four, while in Indonesia it seemsduehslowed. The declining rate of improvement in
Indonesia may reflect the fact that serious adigainst illegal logging began some time ago (circa
2005), and the easier elements of the problem alaeady been addressed.

Graph 40: Survey results on changes in aspectsegptoblem in 2008
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In both countries, the greatest improvements nbyespondents are in relation to illegal loggiyg b
industrial timber concessionaires; all other foohglegal logging, including smuggling, processing
and small scale-logging, are also felt to have oupd, with the exception of artisanal logging in
Cameroon, which is felt to have remained roughéysame.

The exception to this pattern of improvement irhbmtuntries, however, is that average responses
showed a slight worsening of the situation witharelto corruption by forestry officials, police and
judiciary. These aspects are often the most difficutackle, and may possibly have been encouraged
by crackdowns on outright illegal logging: wherdaznement is greater, logging companies have
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more reasons to resort to bribery to avoid the egusnces, and corrupt officials have more leverage
to extract such brib€s® The survey findings on corruption for Indonesi@ear to run contrary to
anecdotal enforcement information, with numerowsesaf officials being prosecuted or fired for
corruption related to the timber sector publishethe news media in recent years. It also runs
contrary to the broader governance environmenh pétrceptions of overall corruption falling (see
section on reduced corruption as a driver of chamyé&vels of illegal logging below).

5.1.3 National Parks

The level of logging and forest destruction in potéd areas is likely to be a good indicator of the
level of forest governance more broadly withinegi country. Since all cutting in such areas is
illegal, the difficulties of distinguishing legaidm illegal activity are largely negated. Majorinagl
parks in tropical producer countries also oftereree disproportionate attention from NGOs, donors
and academics, so information is more likely tlamtiful. For the purposes of this study, a sample
of four protected areas in each producer countngwhosen, and available quantitative and
gualitative information on levels of illegal loggjin recent years (2006-2008) collected by partner
organisations.

Indonesia

In Indonesia, illegal logging was found to haverdased dramatically across all four protected areas
examined, generally having reduced by as much a&®Bbent or more in the last few years. Most of
the improvement seems to have occurred between&@3005, with the precise timing often

closely related to the arrival of joint-agency speenforcement operations implemented by the
Ministry of Forestry in each area. An importantveri of this improvement has been multi-stakeholder
involvement, including multiple agencies of goveemnhas well as civil society (including in some
cases the direct involvement of large internaticM@Os in park management and enforcement),
though equally important have been better govemahgrovincial level and effective anti-corruption
efforts within local forestry administrations analipe forces.

The information from the National Parks supporesekidence from other indicators of a widespread
and significant reduction in illegal logging acrdle country as a whole. The improvements appear to
have taken place slightly earlier and been mormdtia in these protected areas than elsewhere. The
earlier response is likely a result of these aheagng been prioritised by government, donors and

civil society and the high level of awareness legihl logging problems within them. The
disproportionate extent of the reduction in illelgagjging may in part be due to the longer histdry o
improvement, but is more likely the result of digportionate attention and resources and the relativ
simplicity of detecting illegal logging in protectareas relative to other parts of the forest estat
where both legal and illegal logging occur.

It is to be hoped that a similar dramatic reductioillegal logging has occurred elsewhere in the
protected area network. Though it is likely somerovements have been seen in less well-studied
parks, anecdotal evidence suggests that such imm@nvt may not have been so dramatic. One of the
largest cases of illegal logging exposed in 2008irfstance, involved Bentuang Kerihun National
Park, a large, remote and lesser known protecesliarthe heart of Bornéd’ For some protected
areas, enforcement has come too late. In Augus @fiizials closed Mt Selok National Park in

central Java, conceding that efforts to rehabditae park in recent years had failed. The parklefas
without a single tree as a result of devastatilegdll logging during the peak years of 1999-2880.

16 |n one example from West Kalimantan, a distrietgal logging task force was found to have colludéth
local timber mafia, enabling them to launder illetimber by having it seized and then buying itlbabeaply
at rigged auctions (DFID, Crime & Persuasion, 2008)

157 Koran Tempo, 8 April 2008

158‘IIIegaI logging closes down Mt. Selok national padakarta Post, 28August 2008
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Table 17: Scale and trends in illegal logging icdie protected areas in Indonesia

IL Trend

Park Recent Developments

lllegal logging has decreased substantially in the last 2-3 years, but
is still occurring at a smaller and less organised scale. Drivers of
Gunung Leuser NP reduction include a provincial logging moratorium, and increased
(Aceh/N Sumatra) direct involvement of large NGOs in park management
lllegal logging has decreased in recent years; there is now no
large-scale illegal logging and only sporadic small scale illegal
logging in less than 1% of the park; main threat is instead illegal
encroachment, which has remained high. Drivers of decreased IL
Bukit Barisan NP include high population densities and the limited access roads for
(Lampung/Bengkulu) extracting timber.
lllegal logging vastly reduced following major joint-agency
enforcement operations in 2002/2003; NGO OFI now operate
network of guard posts around park; these have reported virtually
no movement of illegal timber out of the park in the past two years.
Where once there were thousands of people involved in illegal
logging in the park, now the figure is in the tens. Most remaining
Tanjung Puting NP, illegal logging is small scale local use for construction, or targeting
(Central Kalimantan) non-timber forest products such as bark and agarwood.
Since 2004 illegal logging in the park has decreased by an
estimated 95%. Sawmills which depended on illegal timber have
gone out of business. The decline can be attributed to an effective
collaboration between the national police & local forest service,
anti-corruption efforts, strong leadership from the park
administration and civil society organisations involved in monitoring
illegal logging in the park. Central MOF-led enforcement operations
occurred in 2004, and in the last few years park staff suspected of
Gunung Palung NP corruption have been re-allocated, and the regional chief of police
(West Kalimantan) and some forest service personnel have been jailed for corruption.
Source: Chatham House Indicators Project 2009, Medasthe response to illegal logging — Indonesietrer report

Gunung Leuser
National Park

Gunung Palung
National Park

~
e ;\é
e AR
; §
oy e
| . »

Bukit Barisan
Selatan NP

Tanjung Puting
National Park

Projection: Lambert Equal-area Azimuthal L —
Reference Latitude: 6 North
Central Meridian: 126 East

500 0 500 Kilometers
—_—_h
Source: Globél Forest Watch
Cameroon

In Cameroon, very little quantitative or qualita&tigata on current levels of illegal logging or rgce
trends was available on the chosen focus areast flsandications did exist suggested that illegal
logging in these parks is very limited at pres@aist deforestation and forest degradation (high-
grading), both legal and illegal, in the areas@umding the focus protected areas in Cameroon has
been much less than that around the Indonesiais parkthis has meant that the motivation to
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encroach on the parks has been less, and thasdwebeen more difficult. The level of illegal
logging in the Cameroonian protected areas magtber by a poor indicator of illegal logging in the
country as a whole.

Table 18: Scale and trends in illegal logging icdie protected areas in Cameroon

Park Recent Developments IL Trend
Generally unaffected in recent years. Only minor very small scale
illegal harvesting, targetting high value species, reported to be
occurring. Last large scale case exposed by IFM in 2001,

Campo Ma’an NP suggesting reducing trend.

No quantitative or qualitative data available on current or past
Lac Lobeke NP patterns of illegal logging in this park. ?

No significant illegal logging has occurred in the reserve since at
least 2006; information is not yet available on whether illegal
Dja Faunal Reserve logging was higher before this. ?

Small-scale illegal logging and smuggling to Nigeria is common and
ongoing at present, quantities are unknown. Nigerian authorities
said to be set to intervene soon to intercept the smuggled wood. No
Korup NP information yet available on past trends. ?
Source: Chatham House indicators project partrparte
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5.1.4 Tradedata discrepancies
Another method which has occasionally been usedtimate the amount of illegal timber being

exported by producer countries and imported by woes and processing countries is the comparison
of reciprocal import and export data for specifiateral trade flows. Where importing countries
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register much larger volumes of certain wood pr¢gloa import than the associated producer country
records as being legally exported, one possibleecauillegal timber being smuggled out of the
country. In 2004 the International Tropical Timl@nganisation (ITTO) commissioned a number of
studies of trade data discrepancies for timber fneajor producer countries affected by illegal

logging. Though many of these studies found thegdll behaviour was a probable contributor to such
discrepancies, the studies also found that suchegiancies were a poor indicator of illegality
because so many other factors contribtite.

Another problem with trade data discrepanciesas & best they can only give an indication of
illegally exportedtimber in trade, and not overall rates of illelpglging or the total amount of
illegally-sourced timber in trade. Though it is pitie that a rise or fall in the extent of illegal
exportation from a producer country may reflechdi®in broader forest governance, this is by no
means always the case.

Nevertheless, the initial Chatham House study fdtadin certain specific circumstances such
discrepancies can be reliable indicators of illegadort*® Trade data discrepancies tend to be more
pronounced and a more reliable indicator of illdgade for large volume flows, for log and
sawntimber flows, for direct flows from producemaotries, and for relatively short distance regional
trade. Particular confidence can attributed toctiigse where the discrepancies are particularly
pronounced (80-100 per cent) and where certainyatedare entirely banned from export from
producer countries.

Cameroon

The initial 2007 study examined trade data disanejes for shipments of logs and sawntimber
between Cameroon and major European destinati@h®and that discrepancies were relatively
small and a poor indicator of illegal export. Fome years the certifier company SGS has been
contracted by the Cameroonian government to indigrgty verify that all logs and sawn wood are
exported legally and it is unlikely that smugglimccurs on a significant scale. The SGS checkserelat
only to legal export, however, so this conclusianmot be taken to mean that timber of illegal origi
is not being traded between Cameroon and Europethoat discrepancies cannot be used as a
measure.

Indonesia

Analysis of discrepancies in primary wood produaté data for Indonesia is simplified as a redult o
the bans on export of logs and sawn timber impléeteim 2001 and 2004 respectivélyBoth bans
were implemented with the deliberate goal of aidinfprcement and reducing illegal logging and
timber smuggling.

In 2002, immediately following the log export bderge volumes of round logs from Indonesia
continued to be recorded at import at various atemtprincipally China, Malaysia and India, as a
result of widespread smuggling. By 2003, the volurad dropped by more than 90 per cent. This did
not reflect a real reduction in illegal trade, hoee but was due to smugglers falsifying the origfin
the illegal Indonesian logs so that they were bedmgprded by importing countries as from Malaysia.
This shift in turn led to a dramatic increase ie tliscrepancies in trade data between Malaysia and
major importers such as China. In 2005, howeverhtiige trade data discrepancies related to the

15911710, Report on the Case Studies On Assessing Egpadrtmport Data on Tropical Timber and Tropical Ben

Products, ITTC(XXXVII)/8 Rev.1, 13 December 2004

160 chatham House, lllegal Logging and Related Trade:sMidiag the Global Response, Nov 2007, pg 64

161 | og exports were banned in October 2001, and foosts of sawn timber banned from export in Octcd@34. The log
ban covers all items under HS Code 4403; the digfirs of the sawntimber ban are less clear, aisdoibssible some of the
imports of 4407 recorded since are from elementd®fode 4407 which are legally permitted to be egab it is also
possible that part of the trade data discreparieiesawntimber from Indonesia since the ban refsoifh legally exported
moulded items classified as HS4409 at export beiisgclassified as 4407 on import.
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smuggling of illegal Indonesian logs declined, ciding with a major enforcement operation by the
Indonesian authorities in the main source areassd phases of discrepancies can be clearly seen in
Graph 41 below. At the peak in 2003 the data sudgbasaround 1.6 million cubic metres of illegal
round logs were being smuggled from Indonesia tm&hlone each year. By 2006 this had fallen to
less than 0.25 million.

Graph 41: Discrepancies in data for trade in loganh Malaysia and Indonesia to China, 1997-2006
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Source: Trade data drawn from ITTO Annual Revieavglysis by the authors

After the sawn timber export ban was enacted i200porting countries around the world have
also continued to record imports of sawn wood ftodonesia which are apparently being smuggled
abroad. Log imports from Indonesia also continubgaecorded, though at a much lower level than
in 2002. The most recent data for 2007 show thegpeiits are falling, possibly as a result of
improved enforcement of the bans in Indonesia gsaphs 42 & 43 below), though misdeclaration of
origin or product type might also be a factor. Egenin 2007 countries including the EU, Australia
and the US recorded imports totalling over 800,6atic metres of Indonesian sawntimber, and
almost 50,000 cubic metres of logs.

Graphs 42 & 43: Imports of illegal logs and sawmlier from Indonesia, 2006-2007
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Vietnamese data for 2007 not yet available — impoltmes assumed to have remained static.
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5.2 Consumer & Processing Countries
5.21 Import sourceanalysis

While a number of methods exist for estimatinggidielogging in producer countries, and
discrepancies in trade data for raw timber prodoatsgive some clue to the illegal trade to
processing countries, often the only way to measnperts of stolen timber by consumer countries is
to simply multiply import volumes by levels of iflality in source countries. Almost all estimates of
illegal timber imports commonly cited in the litewee on the subject are calculated in this manner.

Though useful as a means of obtaining ‘worse casessio’ baseline figures with which to garner
attention and motivate action, this method as predtin the past has been so imprecise as to be of
little value in measuring change over time. As withod balance modelling, different methodologies
have been used in different countries and at diffetimes, making comparisons all but impossible.

To be useful as a measure of change, such analgedso be conducted in a more sophisticated
manner, using updated estimates for illegal loggingpurce countries, and adjusting the results to
account for efforts by governments and the prigatdor to increase the proportion of legal timiper i
relevant bilateral trade flows. Updating estimdtesllegal logging in source countries is difficul
but the efforts being made by Chatham House to toioldvels of illegal logging in a range of
producer countries should make this easier.

Table 19: Import source analysis estimates of dlé¢gnber imports to focus consumer and
processing countries, 2005-2006

lllegally-Sourced Timber Imports

2005 2006 2005 2006

UK 3.3
USA 10.0 4800
Vietnam 1.2 14 100 200

Source: UK - WWF, lllegal wood for EU market, 200&tp://www.illegal-logging.info/uploads/WWFEUimptstpdf; US - Hewitt, J. 2007,
http://www.globaltimber.org.uk/USAlllegalTimber.do¢ietham — assessment by the authors

United Kingdom

Estimates of illegal timber imports to the UK hdyaen conducted intermittently by NGOs over the
last few years. No comparative studies have beéempted, and the studies which have been done
have used very methodologies and cannot be compEnednost recent assessment was carried out
by WWF in 2008 and used import data for 2006. Bhigly used some old and arguably exaggerated
estimates for illegal logging in source countrigee (figure for Indonesia is actually for 1998), ahd

not allow for the efforts of the private sectoraising the percentage of legal wood in the relevan
trade flows, which some evidence suggests maygpefisant®’. Nevertheless, for the purposes of
this study, an attempt was made to update thedigiar the most important bilateral trade flows for
2007; the same illegality estimates were usedhsodsultant changes are solely a reflection of the
changes in the volumes of wood in the given tréaled.

12 Forest Industries Intelligence Ltd for UK Timberafle Federation/DFID (Rupert Oliver), Price Premidions/erified

legal and sustainable timber, Feb 2005 — July 20683://www.illegal-
logging.info/item_single.php?item=document&item_1d% &approach_id=4
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Table 20: Estimates of major illegal timber flowsa UK, 2006-7

source product 2006 2007 illegal % rate used
Russia Sawn 375,000 317,625 27% in NW, 50% in Far East
Latvia Sawn 365,000 224,475 20%

Estonia  Sawn 230,000 179,400 50%

Brazil Ply 370,000 378,880 47% in natural forests
China Ply 230,000 278,530 32% through imports
China Furn 350,000 452,200 32% through imports
Indo Furn 150,000 121,050 73%

Indo Prods 110,000 124,410 73%

China Prods 135,000 146,610 32% through imports
Grand total 2,315,000 2,223,180

Source: 2006 round wood equivalent illegal timb&lume estimates derived from WWF, ‘lllegal Wood foe EU market', July 2008;

2007 figures extrapolated using % change in welgh) of imports between 2006 and 2007 as recorgddNd COMTRADE (i.e. % of

illegal timber in trade flows assumed to remainghme year on year).

NB: Some illegal logging rates used by WWF and agépe here are exaggerated and/or out of date7@2g figure for Indonesia dates back
almost ten years), so absolute figures shoulddaed with caution, but the trend should still hinlce.

Assuming source country illegality percentages iartiee same, then, this analysis suggests that the
overall quantity of illegal timber entering the WiKopped by around 4 per cent between 2006 and
2007, as a result of changing patterns in tradis Mlasks major variations however: while large
reductions have resulted from reduced imports whdamber from Russia and Latvia, this has been
almost entirely counteracted by a large 20-30 pat increase in imports of wood furniture and
plywood from China.

Though the available evidence indicates that thel lef illegality fell in Indonesia during the year
factoring in such a fall would not have a signifitanpact on the overall estimate of UK illegal

timber imports. Of potentially much greater sigrafince would be changes in the percentage of illegal
timber in Chinese wood product exports, which i€mmore difficult to assess; though Indonesia is a
major supplier to China and has seen reduced litggas or more important are Russia, Papua New
Guinea, Gabon and Burma, for which there is lati@ence of reduced levels of illegal logging.

USA

Only one import-source analysis estimate of thewa of illegally sourced timber being imported
into the US has been conducted in the past. Usinig tdata from 2005, this concluded that the US
imported illegally sourced timber and wood prodwetsth $4.75 billion during the year — almost ten
million cubic metres of round wood equivalent vokirThis estimate cannot be compared with those
carried out for the UK, as different estimatesillegal timber percentages in trade flows were used
and different ranges of wood products included.
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Graph 44: Import-source estimate of US importdlefally sourced timber in 2005
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Source: http://www.globaltimber.org.uk/USAlllegaiiiber.doc

The assessment also examined the trend in thellovelame of imports within the largest trade

flows (product-source country), and estimated thed in the percentage of these likely to have come
from an illegal source. By combining these estimgaiteis possible to extrapolate a trend in the
volume of illegally sourced wood for each flow (¢able 21 below). This showed that while the
amount of illegal timber being imported as plywosdwn timber and paper from Indonesia and
Brazil was falling, the amount of illegally-sourctighber being imported from China in the form of
plywood, furniture, paper and other processed mtsdwas rising fast, as was import of illegally
sourced timber in the form of furniture from ViemaThe percentage of illegally sourced timber
entering the US via third-party processing coustvi@s increasing rapidly, potentially problematic

for government and private sector efforts to cleprsupply chains.

Table 21: Estimated scale and trends of largesttéibl trade flows of illegally-sourced timber into
the US, 2005

Estimated
illegal Estimated
volume illegal Trend in
(million value (US$  lllegal
lProduct group m3) million) imports

China Furniture 1.9
China Plywood 1.6 240
Indonesia Plywood 0.8 150
China Profiles & joinery 0.6 220
Indonesia Furniture 0.4 380
Brazil Plywood 0.4 50
China Other wood items 0.31 210
Vietham Furniture 0.3 290
Brazil Profiles & joinery 0.3 120 > <
Indonesia Paper 0.3 90 v
China Paper 0.22 160 [
Malaysia Plywood 0.2 160 > <
Russia Plywood 0.2 30 > <«
Indonesia Profiles & joinery 0.14 70 [ 3
Brazil Sawn wood 0.13 40 v
Philippines Furniture 0.1 80
Peru Sawn wood 0.08 40

Other trade flows 1.59 645
TOTAL 9.57 4675

Source: Adapted from Hewitt, J., 2007, http://wwatmaltimber.org.uk/USAlllegalTimber.doc
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This import-source analysis has never been updatgdt, is probable that the trends identified in
2005 continued into 2008. With the passing of thedy Act amendment in the USA in 2008, it is
likely that the proportion of illegal wood in thesmber flows will fall dramatically as importersta

to clean up supply chains. Revised and updatedrirgpoirce analyses will be needed to assess the
impact.

Vietnam

The lack of quantity data for imports of timberantietnam makes import source analysis less
reliable as an indicator, since the use of valaeshe distorted by changes in timber prices froar ye
to year. Nevertheless, the pattern of dramatic tiramvolume of Vietnamese timber imports in
recent years is well establisH&dand the trend is so pronounced that it exceeglyaniation in

timber prices. Import-source analysis of Vietnanmtgaber imports conducted for the purpose of this
study using value figures shows illegal timber impdaving doubled between 2003 and 2006 (the
most recent year for which data are availablepmf$100 million in 2003 to more than $200 million
in 2006. A rough conversion to round wood equival@iumes for each country indicates that 1.4
million cubic metres RWE of illegally-sourced woads imported into Vietnam in 2006.

Graph 45: Import source estimates of imports efgllly-sourced timber by Vietnam, 2003-2006

Imports of illegally-sourced timber to Vietham, 200  3-2006
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Source: Analysis by authors, using UN COMTRADE &alédta & estimates of source country illegal loggiates derived from WWF,
‘llegal Wood for the EU market', July 2008; pertage of illegal timber in individual trade flowssasned to remain the same year on year.
NB: Some illegal logging rates used by WWF and aége here are exaggerated and/or out of date7@2g figure for Indonesia dates back
almost ten years), so absolute figures shoulddaed with caution, but the trend should still hinlge.

This measure does not reflect changes in the le¥délegal logging in source countries during the
years in question, and it assumes that the pegewfallegal logging in a source country is retest

in exports to Vietnam. Though information preserdgkgwhere in this study suggests that volumes of
illegal timber being exported from Indonesia haa#eh since 2005, this would not have a significant
impact on the overall pattern. The bulk of the @ae in illegal timber imports stemmed from general
growth in imports from Burma, Lao, Thailand and 1@&hi- all countries with significant illegal timber
flows, with limited or non-existent supplies of ifexd legal or certified wood, and ones where there
is no evidence of a significant reduction in illeggaber flows during the four-year period in

guestion.

While the private sector section of this paper sattew Viethamese wood product manufacturer-
exporters responsible for consuming the bulk ofartgpare showing increasing concern over the
legality of timber sources, there is little strale@son yet to believe that this has been reflentéte

163 Including in numerous Vietnamese news articles.-heg://xttmnew.agroviet.gov.vn/TestE/load/hang/pes

detail.asp?tn=tn&id=30083
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proportion of timber from affected countries whistof illegal origin — in general so far it hastiead
led to increased imports of lower-risk plantatipeces from lower-risk countries such as South
Africa and Uruguay. Indeed, though the overall vaduand value of illegally-sourced timber entering
Vietnam has been increasing, after remaining stbatlyeen 2003 and 2005, in 2006 the proportion
of the country’s timber imports from high-risk cadrias dropped slightly (see table 22).

Table 22: Proportion of Viethamese timber importsrf high risk countries

2003 2004 2005 2006
High risk 7% 7% 7% 73%
Low risk 23% 23% 23% 27%

Source: UN COMTRADE data, analysis by authors
5.2.2 Tradedata discrepancies

Another method which has occasionally been usedtimate the amount of illegal timber being
imported by consumer and processing countriesigtimparison of reciprocal import and export
data for specific bilateral trade flows, which &scribed in the producer country section above can
sometimes give an indication of the extent of andds in illegal exports.

Consumer countries

The bulk of the imports by the UK and USA from atfed countries are of processed wood products
such as plywood, mouldings and furniture, a lamyg growing proportion are imported from
intermediary processing countries, and almostralimported from far away. For this reason, such
discrepancies are generally a poor indicator ofdlel of illegal trade — they are unlikely to be
pronounced, and if they are it is likely that otfestors are responsible.

A limited exception to this exists in the caseroports of primary products which are supposed to be
banned from export in source countries — the poleaxamples being logs and sawn timber from
Indonesia (global breakdowns of which for 2006 2807 were presented above in graphs 44 and 45
on page 65). Such imports represent a tiny pergerdgathe overall imports of wood products from
high risk countries by the UK and USA, and as starfe should be taken not to read too much from
the relevant trends.

Graphs 46 and 47 below show the pattern of immdrksgs and sawntimber into the US, UK and
Vietnam (sawntimber only) from before and after ithposition of the export bans in 2001 and 2004.
These show that in many cases, recorded imponalfcincreasedollowing the bans on exports.

The UK’s small imports of logs from Indonesia raeseadily in the years following the export ban, as
did imports of sawn timber. Though US log imporévé almost ceased, and sawntimber imports
have shown a slight decline in the last two yesajn timber imports remain higher than before the
ban took effect. In 2007 the US imported aroun®Qd cubic metres of sawn timber from Indonesia,
and the UK imported around 5,500 cubic metféitial data from the first six months of 2008
showed UK imports of Indonesian sawn timber hadeiased by 60 per cent compared with the same
period the previous year, and were the higheshpf member staté®

164 UN COMTRADE
1%51TTO MIS, Volume 13 Number 18, 16-30 September 2008
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Graphs 46 and 47: Imports of logs and sawn timbemnflndonesia by focus consumer and
processing countries
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NB: 2007 data for Vietnam not yet available; dataifnports of logs from Indonesia into Vietnam peot¢sented (see Graph 50 for this data)

Processing countries

Conducting analysis of discrepancies in timberdrdata between major producer countries and
Vietnam is made almost impossible by the absentgadthamese data on the weight or volume of
imports. Despite considerable efforts, this dasrat been forthcoming from the Vietnamese
government, though it almost certainly exists. Séiméed conclusions can perhaps be drawn from
figures reported by Vietnam on thelueof imports, however.

Graph 47 above shows that Viethamese imports affesian sawn timber have continued to rise
since 2004, when the Indonesian government implédethe export ban. In the most recent year for
which data is available, Vietham imported almos? #illion of sawn wood from Indonesia, timber
which is likely to have been exported illegally.

The graph below shows Vietnamese import data fanddogs from Malaysia and Indonesia, plus
mirror data from Malaysia on log exports to Vietndms natural that logs on arrival in Vietnam Wil
have a higher recorded value than they had at pbu¢parture from Malaysia, but one would expect
that such a premium would remain relatively corista@m year to year in percentage terms. Yet this
is not the case. During 2001 and earlier, Vietnanwveduations tended to be less than double thevalu
recorded by Malaysia at export, but between 20022804 this difference broadened. In 2002,
Vietnam recorded log imports purported to come fiMalaysia almost 3.5 times the value of those
recorded as exported from Malaysia to Vietham. Ak the China trade discrepancies described in
the section on Indonesia above, this almost céytatammed from the log export ban enacted in
Indonesia in 2002; indeed, accounts from traders@ihe period confirm that a large volumes of
illegal Indonesian logs were being falsely declaasdalaysian on arrival in Vietnam during the
period®® The data discrepancy in valuations fell backggitvious level in 2005/2006, likely as a
result of enforcement in Indonesia.

166 ElA/Telepak, Stemming the Tide, 2005
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Graph 48: Viethamese import data for round logsrfridlalaysia and Indonesia, compared with
Malaysian mirror data for export of round logs téetham
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6. Summary & Conclusions

The table below summarises the status of the ragpiorthe various sample countries by indicator;
the entries in green indicate improvement in tiséyaar. It is clear from this figure that
improvements have been seen across the board.

Of the four major areas, awareness is the only@frganeral concern: media coverage of illegal
logging and the attention of NGOs are falling inuamber of focus countries, partly in response to
improvements in the problem and a shift towards &tention-grabbing policy development, and
possibly also as a result of the growth in attentawards other issues, particularly the role oé$ts

in climate change. Though actions to tackle illdgghing now have considerable momentum, there
is a risk that as the spotlight shifts, moves tal @ath the problem may fail at the final hurdle.

The response of governments appears to be impra¥iaggh many countries exhibited poor
baselines, particularly Vietnam. It is to be hopieat the increased awareness of the problem shown
there in the last year will help spur the governnieto a greater response. The private sector lsas a
seen a positive response in almost all indicatorsss the pilot countries: though Cameroon has seen
a shift towards less sensitive markets, this wag skght and does not appear to have been a respon
to efforts to control illegal logging.

Indicators of the actual level of illegal loggingdaassociated trade have shown a marked
improvement, particularly in the pilot producer otnies. The apparent increase in US imports of
illegally sourced timber is from before the Lacegt Amendment prohibition took effect, which
should serve to reverse this, while the negatiedifor the UK based on trade data discrepancies is
perhaps unrepresentative since it relates onltitoygroportion of overall imports.

Table 23: Trends in indicators during 2008

Producer Process Consumer
donesiaCameroo etna A
Awareness
NGO reports - number increased >« A
Volume & nature of newspaper coverage - increasing A A A
Government Policy Development & Implementation
Ideal policy list - no. of policies in place improving A A
Enforcement & revenue capture data - indicate improvement A A
Forest governance aid - increasing \&\\\\\\Q
Expert perceptions of government response - improving A A &\\\\\\\\
Private Sector Policy Development & Implementation
Certification & verification schemes - take-up increasing A A A A A
Price premiums & trade volumes for cert/verif timber increasing A A A | A | A |
Diversion to less sensitive mkts decreasing A &\\\\\\\\N&\\\\\\\\\&&\\\\\\\&
Expert perceptions of progress by private sector - improving A § \
Actual Levels of lllegal Logging & Associated Trade l ‘ ]
Imbalance between legal supply & demand falling WW&\\Q
lllegal logging in sample national parks falling &\\\\\\\&&\\\\\\&&\\\\\\\\
Trade data discrepancies falling “ “

Import-source assessment of illegally-sourced imps reducing

A
Expert perceptions of scale of illegal logging & trade improving A &\\\\\\\\\&&\\\\\\x

Note: indicators phrased to enable increasing trefugsvard arrows) to represent improvement in alleas

Legend [Rising trend - improvement - (double arrow - strong) A
Falling trend - worsening - (double arrow - strong) v
No significant change >«

Improving / Already good

Worsening / Remains poor

Not relevant / not assessed

Pattern inconclusive / only baseline available
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6.1 Producer Countries

The evidence is mixed on the attention to the gmobbdf illegal logging in Indonesia and Cameroon -
NGO reports and international media attention afedely lower in Indonesia in 2008 than before.
This is at least partly because illegal loggingasmuch less of a problem than it was a few yegos a
other drivers of forest loss are now receiving @ased attention. In Cameroon, media attention has
grown as has the attention of the private sectath Im response to improvements within government
and to interest from European firms and governmédgslining attention in Indonesia may also
reflect the relative growth in the importance diatdrivers of deforestation as illegal logging has
declined.

The policy response of the Cameroonian and Indanegvernments to illegal logging was seen to
have improved during 2008. Though both countries have many key regulations in place,
implementation is generally poor. Corruption rersadrcritical problem, though efforts to tackle it
were seen to have improved the most in the last yea

Private sector initiatives grew rapidly in Cameratuming 2008, but levelled off in Indonesia
following dramatic increases in the previous thyears. The recent prohibition on illegal timber
imports in the US, and the development of simitiigonal legislation in Europe, are key drivers, a
demonstrated by apparently greater action beirgntal large concessionaires and manufacturers
exporting to sensitive markets than by smaller camigs focused on the domestic market. FLEGT
VPA licensing systems may come to replace sombe¥bluntary actions being taken by companies,
and such an expectation may be one reason foatkeof growth seen in Indonesia during the year.
There is little evidence that timber flows from th producer countries had shifted to less seesiti
markets in response to actions on illegal loggin@®06, though survey results in both Cameroon
and Indonesia suggest this may have changed mmeathg There is some evidence that timber
prices have risen as a result of increased enfakem Indonesia.

A range of indicators support the conclusion thegal logging has fallen in both Indonesia and
Cameroon during the last few years — in Indoneg@all illegal logging has fallen by as much as 50
per cent and illegal log and sawntimber export®®yer cent since 2005, while in Cameroon illegal
logging has fallen by around half since the begigrof the decade; the rate of improvement seems to
have been rising in Cameroon, but falling in Indgagduring 2008. The declining rate of
improvement in Indonesia might be because the Hanging fruit’ have already been taken, with
attention now having to shift to more intractaldentis of illegal logging and to regions which argsle
well governed or more inaccessible. The data alggests that the response has been
disproportionally great for some aspects of thédlam, while improvements have been small or the
situation worsening for other aspects. The greatgatovements have been made in relation to
outright unlicensed logging by large industrial cessionaires with a focus on exports. Much less
improvement has occurred with regard to small-sifialgal logging for domestic markets, which has
not felt the same pressure from consumer countvgmmmnents and buyers.

Contrary to overall trends, corruption amongst stmeofficials, police and judiciary in producer
countries may actually be worsening. It is possibé this could itself be a response to efforts to
control illegal logging: as outright anarchic ilEddogging is brought under control through incexhs
enforcement, companies are increasingly motivaiedreumvent this, legalising timber or avoiding
penalties by corrupt means, while opportunitiesffizials involved in licensing or enforcement to
provide such services simultaneously expand.

Though improvements in Cameroon and Indonesia hega dramatic, illegal logging remains a

major problem in both countries. In Indonesia, lestimates suggest that between 40 and 55 per cent
of production is still illegal in some form, while Cameroon the figure is between 30 and 40 percent
Though both countries have many necessary pokeidsegulations in place, there remains
considerable room for improvement in this areahloterms of written regulations and in
implementation of those already on the books.
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Actions by consumer country governments and conggdmave been key in driving improvements i

n

producer countries, as have the activities of NG@®&ameroon, the involvement of an independent

monitor has been critical, while in Indonesia thisreome suggestion that a general improvement i

n

governance has been important (see box belowhdfavements are to be maintained and expanded,

it is vital that these key drivers remain in plaktes in this context that the current global resien is
of concern — as the FAO recently pointed out, &8¢ inajor recession in Asia was a key driver of a
boom in illegal logging®’

BOX: Relationship between corruption and illegal | 0gging in producer countries

Previous studies have shown a close relationshipdes illegal logging and corruption in producet
countries, though no causal relationship or dicectias proven®® Given the apparent dramatic
reductions in illegal logging in Cameroon and Inesia documented in Chapter 5, it is interesting {t
observe how these have compared with changeséislef corruption within these countries during
the same period. The graphs below compare levélleghl logging in each country between 2001
and 2006 (as estimated using wood balance modgliitly the index rating for each country
calculated by Transparency International’s Corapferceptions Index (CPf}

The first graph shows that in Indonesia illegalgiog has fallen closely in line with corruption,

left) — this is supported by some of the anecd®talence from Indonesian national parks, though |i
also runs somewhat contrary to the expert peraepsarvey, which suggested that corruption
amongst those directly involved in enforcing forlests had actually increased even as illegal logg
had fallen. In Cameroon, by contrast, the redudtiahegal logging has not coincided with an
equivalent reduction in the level of corruptioni@ie right). The fact that illegal logging has reddc
in Cameroon in spite of this continued corrupticaynstem in part from the role of the independent
monitor and associated donor leverage, which hesesaed in forcing improvements in an otherw
poor governance environment. It might also stermftioe importance of the EU as a market for
Cameroonian timber, with market demands emanatorg butside Cameroon driving large
concession companies to improve performance rezgs dif domestic enforcement.

Graphs 49 & 50: Relationship between illegal logpifa corruption in Indonesia & Cameroon
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187 EAO State of the World's Forests, 2009.

18 seneca Creek, 2004.

189 caution should be taken with this analysis, as Visedthat due to the methodology used to consthecCPI, changes in
scores for given countries over time are not abédi indicator of changes in levels of corruption -
http://www.icgg.org/corruption.cpi_2004_fag.htriihe changes in the scores recorded in each goover the five-year
period are also very small, compared with the divemage (1.9 — 9.5 in 2006).
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6.2 Consumer & processing countries
Processing Countries

Attention to the problem of imports and re-expatftdlegally sourced timber in Vietnam has been
low in recent years, but revived in 2008 as a tefuNGO campaigning and the fall-out of the US
Lacey Act amendment. The government response remaior, however, and showed no obvious
improvement in 2008. It is possible this will charas a result of the increased attention. The teriva
sector’s response in Vietnam has remained ahetie giovernment’s, and government and private
sector responses under development in consumingrieaicontinued to drive increased efforts by
Vietnamese companies to clean up supply chain608,2as did the NGO exposés seen during the
year. These same exposés showed how far theris $tiljo, however, and an apparent shift towards
less sensitive markets for Viethamese wood proelxoorts poses a risk.

The lack of reliable information on the volume liggally sourced timber entering Vietnam makes it
difficult to draw firm conclusions. There is somadence that imports of illegally sourced timber
from Indonesia (both declared and misdeclared daygimn) have fallen in the last few years as
enforcement in Indonesia against log smugglingiha®ased. But Indonesia represents only a small
portion of Vietnam'’s timber imports. Cambodia, L&hina and Burma are much more important
sources of timber, with imports from the latter timoreasing particularly quickly. Though the
proportion of illegal timber in Chinese wood exgamay have been pushed down slightly by a
reduction in throughput of illegal Indonesian wood,the whole there is little reason to believe tha
the proportion of illegal logging in these sourceiatries has eased. Though the increasing efforts
documented in the private sector section of thiepaeing made by Viethamese importers and
manufacturers may be lowering the percentageegfallwood in relevant trade flows, it is unlikely
that this has been sufficient to counteract thealgrowth of imports: Vietnamese imports and re-
exports of illegally-sourced timber almost certgigtew during the year.

Consumer Countries

Attention to the problems of illegal logging andasiated trade has grown dramatically in recent
years in both the US and UK, but began to falltfer first time in 2008. This is partly a result of
improvements in producer countries, and partlysalteof a drop in NGO campaigning. Both the UK
and US are now actively engaged in developing @dito tackle imports of illegally sourced wood,
shifting the attention of stakeholders to debatethe technicalities of such measures which are of
less interest to the general media than storigke@dramatic nature, scale and growth of the proble
which have been more common in the past. Theseresiare now at a later phase of response,
having moved from building awareness and politwdl] to designing and implementing policy
solutions. Though there is now considerable monmentuboth countries behind these efforts, it is
important that attention is maintained if the ef$asf the past 10 years are to reach fruition anckta
lasting impact.

While the UK has until recently had more necesgaticies and procedures in place and has been a
leader on the issue of illegal logging and assedi#tiade for some years, the Lacey Act amendment
prohibiting import of illlegally-sourced wood enadtin 2008 has seen the US take a great step
forward. The implementation of equivalent laws agsgtems in the UK is now being taken forward
by the EU; though progress continued to be madieg 2008 development has been slow.

Growth of private sector voluntary initiatives alerated in both countries in 2008, boosted by the
development of new laws to control imports of idlg sourced wood. There is little evidence
available with which to judge the growth of priaemiums for independently legally-verified and
sustainability-certified wood, but these may expanfiliture in response to the Lacey Act amendment
and the additional legislation being consideredlierEU.
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While financial assistance by both the UK and U$rtmducer countries to tackle the problem at
source is significant and UK assistance grew camalaly in 2008, the amount of illegally-sourced
wood entering these countries has either remaimaghty static or grown in recent years. Though
indicators for earlier stages of response showgtprogress by consuming and processing countries
in terms of such things as awareness, politicd| pdlicy development, and private sector concirn,
remains too early in the response for this to Hadehrough to a meaningful reduction in illegal
timber flows. The greatest impediment in this relgaais been the delay in consuming & processing
countries in implementing legislation to prohilsietimport and sale of illegally-sourced wood.

Though the percentage of illegal wood in trade #dmwm some countries such as Indonesia has
declined due to reductions in illegal logging atiree@, and voluntary efforts by the private sectoreh
had an effect, many other producer countries havshlown such reductions, and as in Vietnam, the
combined effect has been counteracted by the dwgoaith in imports as a result of general
economic expansion. Another factor has been theteliards indirect imports of processed products
from processing countries such as China and Vietnam

The most recent estimates suggest that the US isaayund 10 million cubic metres RWEof
illegally sourced wood products, and the UK aro@mdillion cubic metres. More sophisticated and
standardised methods for estimating these impogtaeeded in future, to ensure that changes in
illegal logging rates at source and policy develepta in the importing countries are reflected m th
analysis. It is to be hoped that developments agsdALEGT and the US Lacey Act amendment will
see a dramatic reduction in imports of stolen wawmd the figures included here will act as a baseli
against which future improvements can be measured.

The global recession currently underway may prouisieful ‘breathing space’ in which efforts to
reduce the proportion of illegal timber in tradevik can outrun overall growth, resulting in a geeui
reduction of illegal timber in trade.

6.3 Impacts so far on end goals
Environmental Effects

Using estimates of illegal logging over the last fgears derived from wood balance modelling and
other methods described above, it is possiblettmate the amount of forest which has been saved
from destruction or degradation as a result ofalien illegal logging found to have occurred hmet

two focus producer countries in recent years. Sinegroblem was so much larger to begin with in
Indonesia, and the improvement there has appareetly more profound, the bulk of the savings are
found in that country. If illegal logging had camiied at the rate and scale seen in 2000, thengdurin
the 5 years between 2001 and 2006 around 160 mdlibic metres more timber would have been
illegally cut in Indonesia than is estimated todactually been cut due to reductions in illegal
logging. Based on average selective logging raétésrepresents around 7.8 million hectares ofsfore
which have been saved from being seriously degradddstroyed, slightly more forest than is
estimated by the FAO to be being lost each yealdwine' !, and more than half the size of England.
A similar analysis produces a figure of approxirha@?2 million hectares for Cameroon.

Studies suggest that around 200 tonnes of carloxéi equivalent is lost during selective loggirig o
one hectare of tropical forest, from a combinatibthe extracted timber and associated dam&ge.
Using this figure, it is possible that as much #shillion tonnes of C& emissions may have been
avoided in Indonesia and Cameroon between 2002@d@l as a result of efforts to reduce illegal

170
171

Round wood equivalent

FAO State of the World's Forests 2009, estimatedass of 7.3 million hectares of forest per annuarldwide during
2000-2005

172 Meizlish, M., et al, 2007, Carbon Finance for ReduEedssions from Deforestation & Degradation atFloeest
Frontier: Financial Analysis of Alternate Land Useshe Amazon, Congo and Papua, Indonesia
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logging — 4 per cent of current annual global hwimatuced carbon emissiohS.This does not
include carbon savings from areas which may hawé&dad being burned.

Based on average estimated rates of species kgtimg from tropical deforestation, it can also be
estimated that as many as 20,000 species may kawveshved from extinction during the period in
question:™ Floods, landslides, fires and pollution of watenrses resulting from illegal logging can
all also be expected to have reduced proportionatebugh quantitative estimates are impossible.

Care should be taken with such estimates howesdeArom the potential problems with the
reliability of the estimates of illegal logging @rhich this analysis is based (as discussed eauiliés)
by no means certain that forest which is saved treing logged illegally will be saved from being
logged or cleared legally instead. In Indonesiajristance, the government has steadily increds=d t
annual legal cut as the level of illegal logging ld&clined. Reports also suggest that clearanazlfor
palm may also have accelerated in recent yearst@oeacting much of the potential benefit in terms
of forest loss resulting from the increasing contraer the forest sector.

Social Effects

Using the same methods as above, it is also pedsildstimate the potential benefits which have
accrued to focus partner countries in terms ofmaes as a result of successful domestic and
international efforts to tackle the problem. Thagbly 160 million cubic metres of logs which have
not been illegally harvested in Indonesia durirgltst five years as a result of decreases indefel
illegal logging since 2000 could potentially brimgaround $4 billion in revenues, assuming they are
all legally and sustainably harvested in ensuirsyy€° The Indonesian statistical bureau estimates
that forestry contributed around $4 billion to GIDFR2007, up from $2.4 billion in 2004°

Again, these figures should be treated with caufRevenues cannot immediately be captured on the
timber which was previously being illegally loggeithout increasing legal logging to levels well
beyond that which is sustainable; as such it wbeldinwise in the long term for countries which
have successfully decreased illegal logging toeiase legal logging proportionately in order to reap
the financial benefits mentioned above.

Aside from increased revenues, there will of colnaee been positive effects on forest dependent
people across Indonesia and Cameroon which hawverstd from the reduction in illegal logging
seen in both countries in recent years, thoughghimpossible to quantify.

173 Global human-induced climate change emissions @%52041 billion tonnes Ct -

http://ec.europa.eu/dgs/jrc/index.cfm?id=1410&otiF4810&dt _code=NWS&lang=en

174 past estimates indicate 28,000 species are losvéry 10 million hectares of tropical forest degéd -Reid, W. R.
1992. How many species will there be? Chapter 3api€al deforestation and species extinction, edC.TWhitmore and J.
A. Sayer. New York: Chapman and Hall.

175 Based on total royalty figure of $25 per cubic metadculated from government figures quoted in Témbrades
Journal, 2% July 2005, Royalties planned in Indonesia

176 http://www.bps.go.id/sector/nra/gdp/tablel.shtml
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Annex A: Ideal policy list questions for producer, consumer and processing
countries.

1. Producer Countries

High level policy arrangements

1. Does the country have high-level political and governmental mechanisms in place to tackle illegal logging?
a. Has a review of the causes and severity of illegal logging been conducted by the government?

b. Is there a national action plan in place for tackling illegal logging?

c. Does a formal process exist for high-level coordination of action on illegal logging across departments and
sectors (e.g. a parliamentary committee or inter-ministerial task force)?

d. Are there formal consultation processes in place for multi-stakeholder involvement in developing policy and
leqgislation to tackle illegal lo ing? These processes should ensure that viewpoints of stakeholders affected b
Legislative framework and government structures

2. Is forest legislation and reqgulation coherent and unambiguous?

3. Are formalized forest laws and regulations consistent (non-conflicting) and harmonized with other laws and
requlations affecting forests? Formalized here is used to distinquish between laws desianed and enacted b

a. Are mechanisms (checks and balances) in place to ensure government fully applies forest law and

a. Does the law make provisions for protecting the right of the public to mount legal challenges against forest
management decisions/practices and failure by government to apply forest law?

b. Does the law stipulate proportionate and dissuasive penalties for staff for corruption?

C. Does a parliamentary committee (or equivalent) have formal oversight over the national government forest
d. Is there a system in place through which relevant government departments and agencies carry out self-
monitoring of their performance and internal corruption investigation (this could be carried out by an internal or
e. Is there an independent national forest monitoring system in _place?

5. Is customs specifically mandated to check that timber consignements meet the country's relevant (timber-
Legislation and regulations on illegally sourced timber

S. Has additional legislation been enacted and regulations put in place to prevent illegally sourced timber from
International engagement

7. What level of international cooperation has been shown by the country?

a. Does the country have formalised trade or customs arrangements with major trading partners e.g. FLEGT
VPAs or Free Trade Aareements (FTAsS) which include specific provisions on illegal loaqing?

b. Does the country have a formalized system in place for sending and recieving enforcement alerts regarding
Policies and measures concerning supply and demand of lega | timber

8. Do forest-related policies encourage legal timber production and discourage illegal timber production by

ensuring that the level of demand does not exceed legal supplv?

a. Does the permitting system for wood processing facilities require evidence of sufficient legal sources of raw
Tenure and use rights

9. Are property, use rights and tenure arrangements clearly defined, documented and secure (including those of

a. Are property, use rights and tenure arrangements set out on accurate and up-to-date publicly-accessible
maps (and/or GI1S). clearly demarcated at ground-level and effectively protected?

b. Are there formalized mechanisms in _place for resolving conflicting or overlapping property rights?

C. Are there formalized mechanisms in place for accommodating customary rights in law and regulations?
Timber chain of custody, transport and tracking

10. Are there effective mechanisms in place to detect instances of illegal timber entering the supply chain?
a. Is there a system in place designed to verify the origin of timber (i.e. forest management unit) in transport
b. Does the system design include the following components?

- independent monitoring procedures (independent government body or 3rd party)
ii. reconciliation systems
tamper-resistant documentation procedures

iv. computerized systems
Transparency
Institutional transparency
11. Is there a documented system which describes the roles, responsibilities and controls for all agencies
involved in requlating forest utilization and trade from harvest rights allocation to point of sale or export and
Transparency in resource allocation and management

12, Do policies, laws or regulations contain _provisions designed to ensure that resource allocation and

a. Do policies, laws or regulations stipulate that rules for resource allocation processes (e.g. concession
allocation and competitions) and dates of when such processes take place, are made publicly available?

b Do policies, laws or regulations stipulate that the results of resource allocation processes are made publicly
available (e.qg. bids and awards for concession allocation and competitions)?

C. Do policies, laws or regulations stipulate that up to date summary data is published on harvesting

13. Do policies, laws or regulations contain provisions designed to ensure transparency in concession use?

a. Do policies, laws or regulations stipulate that information on location of concessions, ownership and contact
b. Do policies, laws or regulations stipulate that information on concession contracts, inventories and plans are
publicly available (i.e. long term and annual forest management and harvest plans)?

C. Do policies, laws or regulations stipulate that results of environmental and social impact assessments and
Transparency in enforcement activities

14. Do policies, laws or regulations contain provisions designed to ensure that information on enforcement

a. Do policies, laws or regulations stipulate that data is published on forest crimes, including success rates on
detection, interdiction rosecution and conviction (including fines levied and fines paid) and volumes seized?

b. Do policies, laws and regulations stipulate that information on disposals of confiscated wood or results of
public auctions of confiscated wood (or other kinds of public biddinga) are publicly available?
Resource allocation procedures

15. Do resource allocation regulations and procedures include measures consistent with good forest

a. Is there a prequalification process in place designed to exclude inappropriate bidders from resource

b. Is there a competitive award process which is designed to be open to all eligible bidders?

C. Do prior informed consent procedures or stakeholder consultations exist for local communities with respect
d. Are measures to protect and develop forest-based livelihood opportunities for local communities within
Institutional & operational factors in law enforcement

16. Do policies, laws, regulations and procedures facilitate and promote effective law enforcement?

a. Are penalties and sanctions against illegal activities proportionate and dissuasive?

b. Are there systems in place to ensure coordination between relevant ministries and agencies on illegal logqging
17. Do government institutions and agencies have sufficient capacity and resources to monitor forest areas and

a. Are forest officials/law enforcement staff sufficiently resourced for monitoring and enforcement? (Relevant
resources include numbers of staff: communications: transport: budgets: and equipment: salaries: and training in
b. Are the following non-forest sector officials who are involved in forest enforcement, trained and kept up to

i. judges and prosecutors
ii. customs officials

18. Do government agencies systematically use appropriate information gathering tools in order to identify
a. Are remote sensing systems used for this purpose (such as satellite imagery and/or aerial surveillance)?

b. Are in-the-field investigatory tools used for this purpose (such as confidential diagnostic surveys, informants
C. Are material flow analyses used for this purpose (such as wood input/output estimates, comparison of

d Are log tracking and check point systems used for this purpose?

Financial management

19. Is there an effective financial management system in place for the forest sector?

a. Does the forest administration have a system for monitoring revenue collected from utilization of forest
resources aqgainst revenue owed as well as a system for addressing discrepancies?

b. Is there an audit of the forest administration whose findings are publicly available?

* these lists are provisional revised and shoderersions of the original lists used in the pdesessment
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2. Consumer Countries

High-level policy arrangements

1 Does the country have adequate high-level political and governmental mechanisms in place to tackle
a Has a review been carried out which assesses how the country’s market activities impact on the

b. Is a national action plan in place for preventing illegally sourced timber from being imported or sold?
c
d

Is a national action plan in place for helping to tackle illegal logging in other countries?

Does a formal process exist for high-level coordination of action on illegal logging across departments
and sectors (e.q. a parliamentary committee or inter-ministerial task force)?
e. Are there formal consultation processes in place for multi-stakeholder involvement in developing policy
and legislation to tackle illegal logging? These processes should ensure that viewpoints of stakeholders

Legislation and regulations on illegally sourced ti mber

2. Does the county have adequate legislation and regulations in place to prevent illegally sourced timber
a. Has the country analysed its existing legislation and regulations on preventing imports of illegally

b. If the findings of the analysis referred to in Q.2.a are that current legislation and regulations are
inadequate, have additional leqislative and requlatory options for filling the gaps been considered?

C. Has additional legislation been enacted and regulations put in place to prevent illegally sourced timber

International engagement

3. What level of international cooperation has been shown by the country?

a. Has the country declared a commitment to tackling illegal logging in high-level discussions (e.g. bilateral
b. Has the country demonstrated a political commitment to negotiating trade or customs arrangements
which tackle illegal logging and related trade with major trading partners e.qg. FLEGT VPAs or other significant
C. Has the country established a formal communications protocol with major trading partners on
Procurement policy

4. Is there an effective public procurement policy in place excluding illegal (and/or unsustainable) timber
a. Does the policy cover all timber products, including paper?

b. Does the policy rest on robust means of identifying legal products (e.g. valid certification or verification

C.

d.

e.

Is assistance offered to government purchasers (advice, guidance, training, etc)?
Is implementation of the policy systematically monitored and assessed?
Does the procurement policy apply to sub-central (provincial, regional, local) government?

3. Processing Countries

High-level policy arrangements
1. Does the country have adequate high-level political and governmental mechanisms in place to tackle

a. Has a review been carried out which assesses how the country’s market activities impact on the problem
b. Is a national action plan in place for preventing illegally sourced timber from being imported or sold?
C. Does a formal process exist for high-level coordination of action on illegal logging across departments

and sectors (e.g. a parliamentary committee or inter-ministerial task force)?
d. Are there formal consultation processes in place for multi-stakeholder involvement in developing policy
and legislation to tackle illegal logging? These processes should ensure that viewpoints of stakeholders

|Legislation and regulations on illegally sourced ti mber

2. Does the county have adequate legislation and regulations in place to prevent illegally sourced timber
a. Has the country analysed its existing legislation and regulations on preventing imports of illegally

b. If the findings of the analysis referred to in Q.2.a are that current legislation and regulations are
inadequate, have additional legislative and requlatory options for filling the gaps been considered?

C. Has additional legislation been enacted and regulations put in place to prevent illegally sourced timber

International engagement

3.  What level of international cooperation has been shown by the country?

a. Has the country declared a commitment to tackling illegal logging in high-level discussions (e.g. bilateral
b. Has the country demonstrated a political commitment to negotiating trade or customs arrangements

which tackle illegal logging and related trade with major trading partners e.qg. FLEGT VPAs or other significant
C. Has the country established a formal communications protocol with major trading partners on
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