Japan’s Imports Of Illegal Timber –

An Overview
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(Note:  the data presented in this overview is subject to change)
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1
Trends in Japan’s timber industry

Despite Japan’s extensive forests, the wood raw materials procured by Japan’s timber and paper sectors have tended to be imported.

A particularly large percentage of Japan’s timber imports derive from tropical countries.  The influence of Japan’s general trading companies in South East Asia has been instrumental in this and, implicitly, in establishing the norms of business practice in the timber industries of the corresponding countries.

Coniferous wood (particularly plywood) is becoming increasingly accepted as an alternative to tropical wood by Japan’s conservative construction industry.  This might reflect that general trading companies are finding it increasingly difficult to procure lucrative supplies of tropical plywood and the logs from which it is made in Japan.

During 2006, the government of Japan introduced some refinements to its public procurement policy concerning wood-based products.
  The new policy will require that all wood-based products procured on behalf of central government are certified as being legal.  Although the five certification schemes
 currently accepted as credibly certifying legality under the UK government’s public procurement policy, other schemes are also likely to be accepted.  A number of those other schemes (notably the SGS scheme in Papua New Guinea
 - whose remit seems too narrow in this respect - and Indonesia’s BRIK
) do not provide sufficient evidence of legality.

The policy neither requires independent verification nor makes provision for guidance.  In so far as it relates to trade within the private sector, the basis for legality is to be trust - implicitly “business as usual”.

Further, the policy does not consider sustainability and the fact that relevant laws might be ambiguous or skewed against sustainability and local livelihoods – especially outside Japan.
  Until it does, the policy will not be fully acceptable.

Box 1 – Illegal ( International Travel ( “Legal”

	If a product has been produced illegally in Country A or its export from Country A is prohibited but the product nevertheless arrives in Country B, then, unless a reciprocal arrangement is in place in Country B to prohibit the import of such products from Country A, the authorities in Country B must treat the imported product as legal.

Whereas such reciprocal arrangements tend to be in place selectively on either a bilateral or multilateral basis for escaped or suspected criminals, hot money, counterfeit goods, endangered species, etc, the same can not yet be said for wood-based products.

Wood-based products should be classified as Illegal Timber unless they comply with the standard definition of relevant legality – as in the “What is illegal?” box on page 3 of http://www.fern.org/pubs/ngostats/logging.pdf .


2
Japan’s consumption of wood-based products

Chart 1 – Trends in Japan’s production, imports, exports and consumption of wood-based products
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Chart 1 shows that Japan’s apparent consumption
 of wood-based products has decrease slightly during recent years and reached an RWE
 volume of roughly 110 million m3 during 2005.  It also indicates that (a) Japan’s timber and paper sectors each depend heavily on imports and (b) Japan exports negligible quantities of timber.

Chart 2 – Trends in Japan’s imports of timber products (product by supplying country)
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Chart 2 illustrates how stable are Japan’s bilateral imports of certain products.  The decrease in imports is attributable primarily to supplies from North America.

Chart 3 – Japan’s imports of wood-based products (product by supplying country, 2005)
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Chart 3 indicates that, during 2005 and in terms of RWE volume, (a) wood chips accounted for the majority of Japan’s imports, (b) Japan is very dependent on a few countries for most of its timber sector imports – Russia for logs, and Indonesia and Malaysia for plywood.  These three bilateral product flows each accounted for 10% of the total.

3
Japan’s imports of Illegal Timber during 2005

This report estimates that the RWE volume and import value
 of Illegal Timber (including paper) which Japan imported during 2005 amounted to 11 million m3 and US$2.3 billion respectively.  This represents 10-15% of the RWE volume and import value of the wood-based products which Japan imported during that year – and a similar percentage of world trade in Illegal Timber.

Box 2 – World Bank interest in monitoring trends in trade in Illegal Timber

	Conspicuous by its absence from a recent World Bank report concerning Illegal Timber
 is evidence that the World Bank is bothering to even measure trade in Illegal Timber, let alone monitor trends in that trade.  This is despite being exceptionally well placed to do so and despite such trade having a major impact on the creditworthiness and wealth of countries whose economies it seeks to influence.

A number of the statistics concerning trade in Illegal Timber which that publication presents were abstracted from the analyses of others.  Although the World Bank report does not seem to have noticed, the most comprehensive of those other analyses not only explicitly states that its focus is primary wood products but also excludes wooden furniture in its estimates of world trade in wood-based products during 2002.
  Consequently, readers of the World Bank report are likely to be misled into grossly underestimating the RWE volume and import value of world trade in Illegal Timber during 2005 - by about 20% and 100% respectively.

During 2001(?), the World Bank estimated that illegal logging per se “caused annual losses of assets and revenues in excess of US$10bi and that a further US$5 bi is lost each year from uncollected tax and royalties on legally sanctioned logging”.
  These amounts, presumably now out of date, seem to imply that the World Bank then considered that the import value of world trade in Illegal Timber was somewhat greater than the estimates presented herein.


Chart 4 – Japan’s estimated Illegal Timber imports (by product, 2005)
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Chart 4 indicates that plywood alone accounts for almost half of Japan’s imports of Illegal Timber.  Clearly therefore, efforts to address Japan’s imports of Illegal Timber should focus on plywood.

Chart 5 – Japan’s estimated Illegal Timber imports (by supplying country, 2005)
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Chart 5 shows that Indonesia supplies roughly half of Japan’s imports of Illegal Timber.  China and, to a lesser extent, Malaysia and Russia supply most of the remainder.

The high degree of geographic and product concentration portrayed in Charts 4 and 5, coupled with the small number of trading companies in arranging the supply of most of Japan’s wood-based product imports, indicate how easy it would be for Japan to address its imports of Illegal Timber

In isolation, these statistics (and those presented in Tables 4 and 5 below) are relevant primarily as benchmarks used in monitoring Japan’s trade in Illegal Timber and comparing Japan’s trade with that of others.  Other factors are of much greater importance – notably the salience to Japan of imports from a given country of a specific product and the salience to the exporting country of that product flow.

Even as benchmarks, these statistics can be misleading and (arguably) are of marginal significance.  This is because they do not reflect whether the percentage of Illegal Timber in Japan’s imports is increasing or decreasing.

Table 1 – Trade in Illegal Timber: the salience of Japan (product by country, 2005)

	Supplying country
	Product group

	Japan’s rank in exports of given product from given country
	Supplying country as % of Japan’s imports of given product
	Salience to Japan of its imports of given product from given country
	Salience to the given country of Japan’s imports of given product

	China
	Furniture
	1
	46%
	Major
	Moderate

	China
	Joinery & profiles
	1
	23%
	Major
	Major

	China
	Plywood
	3
	11%
	Major
	Moderate

	China
	Sawn wood
	11
	2%
	Major
	Minor

	China
	Unspecified
	1
	54%
	Major
	Major

	Finland
	Sawn wood
	2
	13%
	Major
	Major

	Indonesia
	Furniture
	3
	9%
	Moderate
	Moderate

	Indonesia
	Joinery & profiles
	7
	3%
	Minor
	Minor

	Indonesia
	Plywood
	2
	40%
	Major
	Major

	Indonesia
	Tropical sawn wood
	2
	38%
	Moderate
	Major

	Indonesia
	Unspecified
	2
	26%
	Moderate
	Moderate

	Malaysia
	Plywood
	1
	47%
	Major
	Major

	Malaysia
	Tropical logs
	1
	78%
	Major
	Major

	Papua New Guinea
	Tropical logs
	2
	15%
	Moderate
	Moderate

	Russia
	Coniferous logs
	1
	51%
	Major
	Major

	Russia
	Sawn wood
	3
	13%
	Major
	Moderate

	Solomon Islands
	Tropical logs
	3
	5%
	Minor
	Moderate


	China
	Coated paper
	1
	49%
	Major
	Major

	China
	Uncoated paper
	2
	18%
	Moderate
	Major

	Finland
	Paper
	5
	9%
	Minor
	Moderate

	Indonesia
	Non-coniferous chemical pulp
	4
	16%
	Moderate
	Moderate

	Indonesia
	Uncoated paper
	1
	75%
	Major
	Major


The two columns on the right hand side of Table 1 contain perhaps the most strategically useful sets of data presented in this report.

The first suggests which bilateral trade flows should be addressed with most effort and urgency if Japan is to minimise the Illegal Timber content of its imports of a given product.

The second one indicates how much leverage efforts by Japan (to minimise the Illegal Timber content of the given products) might generate in relation to the Illegal Timber content of all the given supplying country’s exports of the given product.

Box 3 -The dynamic and heterogeneous nature of trade in Illegal Timber

	Ideally, one should assess the probable legality of trade on the basis of bilateral flows in particular products during a particular period, thereby recognising that:

· some importing countries - notably China
 - tend to prefer cheap (implicitly illegal) timber whereas others tend to seek certified timber.

· some products are less likely to comprise Illegal Timber than others – notably those made of rubberwood.  Likewise paper based on recycled fibre and pulpwood from plantations (if the land for these has been properly obtained) – provided of course that the corresponding pulp/paper mill has been properly financed (a significant factor given the large capital cost of a typical mill).

The following examples further illustrate the non-uniformity of trade in Illegal Timber:

· sawn wood from forest that is either certified to FSC-standard or progressing credibly towards such certification now accounts for much, perhaps most, of the timber which is being exported from the northern forest region in Congo (Brazzaville).  This improvement has been offset by a large increase in the export of logs from the southern forest region of that country whose provenance and taxation is perhaps best described as controversial;

· the proportion of Illegal Timber in the log exports of eastern Russia is widely recognised as being substantially larger than in those of western Russia.
 

· the softwood which accounts for roughly half of the total RWE volume of Brazil’s timber product exports is generally from non-controversial sources whereas much of the output from Amazonia (primarily tropical hardwood) might be illegal (although relevant law and - importantly - its application is improving in this region).


Table 2 –Japan’s bilateral imports: trends and market shares (by product, 2005)
	Supplying country
	Product group
	Product as % of  given country’s timber exports

	Japan’s share in given country’s exports of given product
	Trend in Japan’s imports
	Trend in % of Illegal Timber in Japan’s imports

	China
	Furniture
	39%
	10%
	((
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	China
	Joinery & profiles
	10%
	18%
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	China
	Plywood
	31%
	7%
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	China
	Sawn wood
	3%
	68%
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	China
	Unspecified
	6%
	19%
	((
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	Finland
	Sawn wood
	73%
	15%
	((
	((

	Indonesia
	Furniture
	7%
	12%
	((
	((

	Indonesia
	Joinery & profiles
	7%
	13%
	((
	((

	Indonesia
	Plywood
	51%
	40%
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	Indonesia
	Sawn wood
	17%
	7%
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	Indonesia
	Unspecified
	3%
	50%
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	Malaysia
	Plywood
	36%
	46%
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	Malaysia
	Logs
	20%
	19%
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	Papua New Guinea
	Logs
	c95%
	9%
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	Russia
	Coniferous logs
	60%
	11%
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	Russia
	Sawn wood
	33%
	8%
	((
	
[image: image33]

	Solomon Islands
	Logs
	c100%
	8%
	((
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	China
	Coated paper
	-
	48%
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	China
	Uncoated paper
	-
	29%
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	Finland
	Paper
	
	2%
	((
	((

	Indonesia
	Uncoated paper
	-
	18%
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	((

	Indonesia
	Non-coniferous chemical pulp
	-
	5%
	((
	((


Table 3 does not indicate whether the quantity of Illegal Timber being imported is rising, falling or not changing.  That trend would be determined by a combination of the trends in the right hand column and the column immediately to its left.

The right-hand column of Table 3 would be particularly relevant when planning efforts to combat trade in Illegal Timber.

Table 3 – Japan’s imports of wood-based products and their Illegal Timber content (by country, 2005)

	Supplying country
	Japan’s imports
	Illegal Timber content


	
	RWE Volume
	Import Value
	RWE Volume
	Import Value

	
	(million m3)
	(US$ million)
	(million m3)
	(US$ million)

	Brazil
	2.8
	280
	0.03
	14

	China
	6.6
	2,500
	1.8
	700

	Estonia
	0.07
	10
	0.03
	4

	Finland
	3.3
	540
	0.07
	13

	Indonesia
	7.6
	1,600
	5.8
	1,200

	Latvia
	0.2
	29
	0.03
	4

	Malaysia
	7.8
	1,400
	1.4
	210

	Papua New Guinea
	0.23
	34
	0.18
	27

	Russia
	7.1
	710
	1.5
	150

	Solomon Islands
	0.08
	11
	0.05
	8


Table 3 provides estimates of the RWE volume and import value of the Japan’s imports of wood-based products from several countries - both in total and in their possible Illegal Timber content.  The countries typed in red font warrant particular attention from Japan, with much the highest priority assigned to those typed bold.

Indonesia alone accounts for more than half of Japan’s imports of Illegal Timber.  China and Russia account for more than half the total.

Box 4 – Economic crime, Illegal Timber and vested interests

	Timber accounts for much or most of the foreign exchange earnings of a number of the countries from which Japan probably imports a substantial RWE volume of Illegal Timber.

Concerted effort to minimise economic crime (primarily tax evasion) in connection with timber production and export in these countries would tend to maximise their national income (the impact would be greater if such effort sought, simultaneously or subsequently, to extend to other sectors of their economies).

In some such countries, primarily Estonia and Latvia, economic crime downstream from the forest gate (rather than crime relating to the forest itself) accounts for the great majority of the Illegal Timber produced.

Depending on the extent of vested interests (including political will), one might expect that such countries could rapidly and easily minimise the Illegal Timber content of their wood-based product exports.


Table 4 – Japan’s imports of wood-based products and their Illegal Timber content (country, by product, 2005)
	Supplying country
	Product group
	Japan’s imports
	Illegal Timber content

	
	
	Estimated RWE Volume
	Import Value
	Estimated RWE Volume
	Import Value

	
	
	(million m3)
	(US$ million)
	(million m3)
	(US$ million)

	China
	Furniture
	1.1
	800
	0.3
	220

	China
	Profiles & joinery
	0.9
	300
	0.3
	110

	China
	Plywood
	1.1
	180
	0.5
	70

	China
	Sawn wood
	0.3
	100
	0.1
	40

	China
	Unspecified
	0.8
	300
	0.3
	120

	China
	Uncoated paper
	0.3
	60
	0.03
	6

	China
	Coated paper
	0.4
	80
	0.04
	8

	Indonesia
	Sawn wood
	0.3
	70
	0.3
	70

	Indonesia
	Plywood
	4.3
	800
	3.5
	600

	Indonesia
	Profiles & joinery
	0.13
	60
	0.1
	50

	Indonesia
	Furniture
	0.2
	130
	0.1
	90

	Indonesia
	Uncoated paper
	1.1
	250
	0.8
	180

	Indonesia
	Pulp
	0.6
	60
	0.4
	40

	Malaysia
	Logs
	1.1
	190
	0.2
	30

	Malaysia
	Plywood
	5.0
	800
	1.1
	160

	Papua New Guinea
	Logs
	0.2
	30
	0.2
	30

	Russia
	Logs
	4.7
	430
	0.9
	90

	Russia
	Sawn wood
	2.0
	230
	0.4
	50

	Solomon Islands
	Logs
	0.08
	11
	0.05
	8


Table 4 provides statistics corresponding to those in Table 3 but for the product group(s) which account for most of Japan’s imports of Illegal Timber from each of the countries listed in Table 3.

4
Commentary by continent

Africa

Japan’s direct imports of timber from Africa (other than South Africa) are so small as to be irrelevant to this analysis.

America

Canada, the USA, Brazil (pulp only) and Chile supply almost all the wood-based product which Japan imports from America.  Illegal Timber is unlikely to be associated with those imports.  However, exports of Illegal Timber from the western USA have been alleged.

Asia

East Asia, primarily China and Indonesia, accounts for almost all Japan’s imports of Illegal Timber.

Box 5 - Illegal Timber supplied from China

	China is the world hub for trade in Illegal Timber.  Further, Illegal Timber
 might account for between 40% and 70% of the volume of industrial roundwood extracted from forest in China.
  During 2005, the RWE volume of China’s imports and exports of timber were roughly equal.  Those exports are rising faster than the imports.

China’s imports are likely to include a greater proportion of Illegal Timber than other countries’ import if the product being imported derives from either Russia or a relevant tropical producer country.  Consequently, if those imports are transformed into products whose aesthetic and technical properties are dictated by that imported timber, then it is more likely that the resulting product contains Illegal Timber than a comparable product made in and exported from the country of origin.  Thus, for the time being (and bearing in mind also that illegality contributes to cheap prices), one should import direct from producer countries and not from China.

The estimates presented in this report concerning the Illegal Timber which China exports do not take a multiplier effect pertaining to composite products into account.  If they did so, China’s pivotal position as a supplier of Illegal Timber to Japan (and elsewhere) would be even more significant.  This multiplier effect recognises that, irrespective of whether only the outer veneer or wearing surface of a composite product comprises Illegal Timber
, or whether only the core or base of such a product does, the whole product should be classified as Illegal Timber. 


The increasing supplies of uncoated and coated printing and writing paper which Japan is importing from China are probably made either from Indonesian pulpwood
 or otherwise from the Asia Pulp and Paper group (whose allegedly illegal operations in China
 draw worldwide attention to regulatory weakness in China).

Although much of the pulp which Japan imports from Indonesia might derive from the plantations of PT Tanjung Enim Lestari (financed and owned partly by Japan), the financing of this project (which includes the Musi pulp mill) appears to have been highly fraudulent.

A ban which Indonesia imposed against the export of sawn wood during late 2004 was maintained throughout 2005.  The ban appears to have been universally ignored outside Indonesia.
  By accounting for a very large share of Indonesia’s timber exports during the last few decades, initially through log imports but subsequently through plywood, Japan (through its general trading companies) has been well-placed to shape the evolution of business norms in the sector – currently amongst the worst in the world.

Roughly 80% of the total RWE volume of Japan’s imports of timber (other than rubberwood) from Malaysia is supplied from Sarawak.  Illegal Timber probably accounts for a greater proportion Sarawak’s timber exports than it does in either Sabah or Peninsular Malaysia.  This is primarily because a number of Sarawak’s concessions have allegedly been awarded improperly.
  Despite this, in terms of RWE volume, Japan imports nearly 40% of Sarawak’s timber exports but only 5% of those from Peninsular Malaysia (and 25% of those from Sabah).

Europe

Europe probably accounts for a very small proportion of Japan’s Illegal Timber imports.

Given that Russia accounted for roughly 20% of the sum of Finland’s imports and Finland’s IRW production, one might expect that some of the sawn wood and paper which Japan imports from Finland might originate in Russia. Whether or not that Russian supply includes Illegal Timber, the quantities involved are likely to be very much smaller than the volume of Illegal Timber which Japan imports from Russia either directly or via China.  This is partly because Finland’s wood-based product industry has a far better reputation than Japan and China concerning transparency for wood supplied from Russia, and because Illegal Timber is much more the norm in Eastern Russia (from which Japan and China procure most of their Russian wood) than North Western Russia (from which Finland procures most of its wood).

Melanesia

Japan’s markets used to dominate timber production and exports from Papua New Guinea.  Once irrefutable evidence had been officially tabled confirming allegations of widespread illegality, including transfer pricing, within Papua New Guinea’s timber sector, Japan (/ Japanese enterprises) chose to cease importing from Papua New Guinea rather than using its purchasing power to pull through major improvements in logging and business practice.  Papua New Guinea’s log exports fell sharply as a result but they have subsequently risen back up to near their former unsustainably high level, China having replaced Japan as the primary (NB initial) export destination.  Japan’s (NB direct) timber imports from Papua New Guinea continue to decline.  Although log production from all its major concessions is now illegal, Papua New Guinea’s timber exports have risen to near record levels, leading to worries that the country’s forests are becoming so exhausted that they will have ceased to generate substantial foreign earnings within the medium term.

As in Papua New Guinea, Japan shaped the Solomon Islands’ logging industry (and its relations with politicians) until the late 1990s.
  Since then Japan’s direct interest has reduced and China now dominates the industry.  Log production has risen to record levels, well in excess of annual allowable cut – so much so that the country’s non-aid revenues are likely to collapse (causing major social unrest) within the next few years.

Rather than enter the logging industry, both Japan and China have tended to let disreputable Malaysian Chinese enterprises carry out logging and liaison with politicians and landowners in Papua New Guinea and the Solomon Islands.  However, by providing unquestioning markets, importers in Japan and China are perhaps even more culpable for the impoverishment of Melanesia’s forests than their Malaysian agents.

5
Commentary by product

Chart 6 – Trends in Japan’s imports of coniferous logs
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Chart 6 indicates that Japan’s imports of coniferous logs fell some 15% during 2005 – Russia and New Zealand accounted for most of the decline.

Chart 7 – Trends in Japan’s imports of non-coniferous logs
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Chart 7 shows that Japan’s imports of non-coniferous wood decreased by roughly 20% between early 2005 and mid-2006.

Chart 8 – Trends in Japan’s imports of coniferous sawn wood
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Chart 8 illustrates that Japan’s imports of coniferous sawn wood fell about 5% during mid-2005 and that Canada accounted for most of that reduction.  Russia is likely to account for all the Illegal Timber content of those imports.

Chart 9 – Trends in Japan’s imports of non-coniferous sawn wood
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Chart 9 portrays a steady downwards trend in Japan’s imports of non-coniferous sawn wood.  Indonesia accounts for most of the 10% fall in imports over the period shown.
Chart 10 - Trends in Japan’s imports of profiles and joinery
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In contrast with the downwards trend portrayed in Charts 6 to 9, Chart 10 illustrates an upwards trend in Japan’s imports of profiles and joinery, particularly towards the end of the period shown.  The increase is attributable to most of the countries shown.

Chart 11 – Trends in Japan’s imports of “tropical” plywood
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Chart 11 indicates that over the period shown, Japan’s imports of this sort of tropical plywood from Indonesia fell by 30% whereas those from Malaysia rose 20%.

Chart 12 – Trends in Japan’s imports of “non-coniferous” plywood
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Tropical timber might accounts for most of the wood used in the decreasing volume of Japan’s imports of this sort of non-coniferous plywood.  The volume supplied from China and Malaysia has increased less than the decline in supplies from Indonesia.

Chart 13 – Trends in Japan’s imports of “other non-coniferous” plywood
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Japan’s imports of coniferous plywood are negligible when compared with its imports of non–coniferous plywood.  Japan’s imports of other non-coniferous plywood other than of the sorts indicated in Charts 12 and 13 rose strongly during the period shown, due primarily to a 60% increase from China (offsetting a decline from Indonesia).

Chart 14 – Trends in Japan’s imports of wooden furniture
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Chart 14 indicates that although Japan’s imports of wooden furniture remained remarkably static over the period shown, the quantity imported from China rose some 10% during 2005.  As much as one quarter of the weight of those imports might comprise rubberwood, due particularly to supplies from Malaysia and Thailand.

Chart 15 – Trends in Japan’s imports of wood products not elsewhere specified
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Chart 15 indicates that Japan imports a substantial quantity of wooden products from which are not declared in any other specific category.  Being “not elsewhere specified” does not necessarily imply fraud or sloppiness in completing customs declarations.  The overall decline is attributable primarily to supplies from Indonesia.

Chart 16 – Trends in Japan’s imports of non-coniferous chemical pulp
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Chart 16 depicts the trend in Japan’s imports of the sort of pulp which accounts for the great majority of Japan’s pulp imports from Indonesia.  Several of Indonesia’s major pulp mills appear to have been financed fraudulently.

Chart 17 – Trends in Japan’s imports of “uncoated graphic paper”
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Chart 17 shows the trend in Japan’s imports of the sort of paper which accounts for the great majority of Japan’s paper imports from Indonesia.  The temporary increase in imports from China might reflect a switch in supply of paper made by the Asia Pulp and Paper group from Indonesia to China (in a vain attempt to bypass consumer abhorrence of the group’s business practices).  The products depicted in Charts 17 and 18 accounted for 40-50% of Japan’s imports of paper from China.

Chart 18 – Trends in Japan’s imports of “coated graphic paper in rolls”
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� For further information see � HYPERLINK "http://www.illegal-logging.info/presentations/200706/Lopez-Casero.ppt" ��http://www.illegal-logging.info/presentations/200706/Lopez-Casero.ppt�


� See � HYPERLINK "http://www.profrest.net/cpet" ��http://www.profrest.net/cpet� but note that the MTCC scheme certifies concessions which should be regarded as illegal due, for example, to their neglect of indigenous people.


� Most, perhaps all, major concessions in Papua New Guinea are operating illegally - see §2 of p2 of  � HYPERLINK http://www.forest-trends.org/documents/publications/PNG_Study_final_rev_5-26.pdf ��http://www.forest-trends.org/documents/publications/PNG_Study_final_rev_5-26.pdf�


� See � HYPERLINK "http://www.verifor.org/case_studies/Indonesia%20one-pager.pdf" ��http://www.verifor.org/case_studies/Indonesia%20one-pager.pdf�  and � HYPERLINK "http://www.forestpeoples.org/documents/prv_sector/illegal_log/verifor_flegt_apr06_eng.pdf" ��http://www.forestpeoples.org/documents/prv_sector/illegal_log/verifor_flegt_apr06_eng.pdf� 


� It also reflects continued promotion of selective amnesia concerning activities outside Japan.


� The EU FLEGT initiative has set out to take such matters into account 


� Source of trade data � HYPERLINK "http://www.customs.go.jp/toukei/info/tsdl_e.htm" ��http://www.customs.go.jp/toukei/info/tsdl_e.htm� and, for IRW production, Japan Paper Association statistics and various others including � HYPERLINK "http://www.maff.go.jp/esokuhou/sei200311.pdf" ��http://www.maff.go.jp/esokuhou/sei200311.pdf�  � HYPERLINK "http://www.jawic.or.jp/english/pdf/sample.pdf" ��http://www.jawic.or.jp/english/pdf/sample.pdf� and USDA FAS GAIN reports.  Note: residues from some saw mills are used as raw material for pulp.  Note also that the latter sources tend to include 3 to 4mi m3 of logs for wood chips – which are assumed here to be destined for the paper sector but not included as pulpwood in Japan Paper Association statistics. 


� Apparent consumption is defined here as:  imports + industrial roundwood (=log) production + exports


� Roundwood equivalent volume “RWE volume” tends to be rather more satisfactory as a unit of measure for world trade than value – e.g. import value – (particularly when considering the implications of world trade on forest management).  This is partly because the unit value of such products as wood chips and logs (which are traded in particularly large quantity) tend to be very much lower than the unit value of such products as pulp and paper (which are also traded in large quantity) and furniture.  It is partly also because unit values (e.g. import value per unit of RWE volume) of the products which are traded in greatest quantity have changed during the last few years (in US$ or Euro terms) and because the proportion of large and small unit value products in the total has changed.


The use of imprecise conversion factors (e.g. from wood volume or weight to RWE volume) warrant the RWE data presented in this report being described as estimates.


� Source:  Japan Export and Imports,  (also � HYPERLINK "http://www.customs.go.jp/toukei/info/tsdl_e.htm" ��http://www.customs.go.jp/toukei/info/tsdl_e.htm� )


� Import value does not necessarily relate to a value in the marketplace.  It is simply the value declared to customs at the port of entry into the importing country (which tends to be greater than export value by the amount of freight and insurance charges relating to transportation from exporting country to the importing country).  The temptation of tax evasion (i.e. engage in transfer pricing) tends to inflate import value and depress export value.


The estimates of bilateral flows of Illegal Timber presented in this report reflect the analysis given in “� HYPERLINK "http://www.globaltimber.org.uk/IllegalTimberPercentages.doc" ��Which 10 bilateral trade flows have most salience to international effort against “Illegal Timber”?�”


�  The report was released in September 2006 for the IMF / World Bank meeting in Singapore.  � HYPERLINK "http://web.worldbank.org/WBSITE/EXTERNAL/NEWS/0,,contentMDK:21055716~pagePK:34370~piPK:34424~theSitePK:4607,00.html" ��http://web.worldbank.org/WBSITE/EXTERNAL/NEWS/0,,contentMDK:21055716~pagePK:34370~piPK:34424~theSitePK:4607,00.html� 


� First paragraph of page 19 � HYPERLINK "http://www.afandpa.org/Content/NavigationMenu/News_Room/Papers_Reports1/AFPAIllegalLoggingReportFINAL2.pdf" ��“Illegal” Logging and Global Wood Markets: The Competitive Impacts on the U.S. Wood Products Industry� by Seneca Creek and Wood Resources International for the American Forest & Paper Association (November 2004)


� � HYPERLINK "http://siteresources.worldbank.org/INTFORESTS/Resources/WB_Rpt_36638_Forest_Law.pdf?resourceurlname=WB_Rpt_36638_Forest_Law.pdf" ��http://siteresources.worldbank.org/INTFORESTS/Resources/WB_Rpt_36638_Forest_Law.pdf?resourceurlname=WB_Rpt_36638_Forest_Law.pdf�  A breakdown of these two amounts by country is conspicuous by its absence, as is information about how the two amounts were derived.


� Importing country statistics tend to be used here rather than export statistics.  Differences between importing and exporting country declarations for the same product flow tend to make interpretation of trade flows imprecise.


� The estimates for what is described here as tropical plywood comprise products either declared under HS code 441213 (which tends to account for most of the quantity of products classified under HS code 4412 which pertain explicitly to tropical plywood), or HS codes 441213 and 441214 (which relates to non-coniferous plywood) or all HS codes under the heading 4412 other than 441219 (which is reserved for coniferous plywood).  Likewise, tropical sawn wood is reported here as products categorised under HS code 4407 other than coniferous sawn wood (declared under HS code 440710 only).


� A framework for assessing bilateral flows of Illegal Timber is provided at � HYPERLINK "http://www.globaltimber.org.uk/IllegalTimberPercentages.doc" ��http://www.globaltimber.org.uk/IllegalTimberPercentages.doc� 


� The ITTO, through its Tropical Timber Market Report (Volume 11 Number 20, 16-31 October 2006, p12), and others imply that if a product’s supply chain is made to be sufficiently complex, then one must accept the product as legal.  This is ludicrous.  Labour in China tends to be quick to learn, abundant and (due to the circumstances) diligent – reading and applying bar codes to even a back street work shop would be trivial and inexpensive.  An inability to trace one’s supply chain implies sloppy management and/or illegality.  Of course one should not procure goods from suppliers (e.g. in Russia) who, through intimidation, make it dangerous for one to seek to trace ones supply upstream of the supplier.


� See Code Forestière (2000) � HYPERLINK "http://www.riddac.org/document/pdf/cg-codeforestier.pdf" ��http://www.riddac.org/document/pdf/cg-codeforestier.pdf� and, for observations thereon, http://www.rem.org.uk/documents/Mission.pdf


� Given that China is the destination of the great majority of the most controversially sourced logs from Congo (Brazzaville) and eastern Russia, those who procure timber products from China should be particularly wary of the legality of products made from the species exported from those two producer regions – particularly okoumé and oak.


� This proportion is of course greater than the ratio between the Japan’s imports and the given country’s total production of the given product.  How much greater will depend on the product and the quantity of the product that is being consumed by industry or end-users in the given country.


� The data presented in this table (and elsewhere in this report) are rounded estimates.  The given countries are not necessarily the countries from which the Illegal Timber originates.


� Methodology based on � HYPERLINK "http://www.globaltimber.org.uk/IllegalTimberPercentages.doc" ��http://www.globaltimber.org.uk/IllegalTimberPercentages.doc�  The apparent ratio between Illegal Timber and imports in the estimated RWE volume and corresponding import value reflect differences in unit values for product groups which are associated with differing likelihoods of illegality (and rounding).


� That said, the RWE volume exported from Estonia and Latvia appears to have peaked during 2003 and has since fallen quite sharply.  It does not follow that this demonstrates either that log production in these countries has been unsustainable or that importing countries are being more rigorous in excluding Illegal Timber.


� Including over-quota logging


� See, for example, “An Assessment of China’s Forest Resource” G Q Bull and S Nilsson for International Forestry Review Vol.6(3-4), December 2004  (pp214 and 215) � HYPERLINK "http://www.forest-trends.org/documents/publications/ifr%20an%20assessment%20of%20China%27s%20forest%20resources.pdf" ��http://www.forest-trends.org/documents/publications/ifr%20an%20assessment%20of%20China%27s%20forest%20resources.pdf�  (116mi m3 in 162mi m3 of IRW production)  See also page 6 of � HYPERLINK "http://www.fas.usda.gov/gainfiles/200507/146130349.pdf" ��http://www.fas.usda.gov/gainfiles/200507/146130349.pdf� (40mi m3 in 90mi m3 of IRW production) 


� http://www.globaltimber.org.uk/china.htm


� However, the number of manufacturers in China offering wood-based products whose chains of supply are certified as legal back to stump is likely to increase given the assistance of the WWF’s GFTN and, with UK government support, the Tropical Forest Trust – see � HYPERLINK "http://www.tropicalforesttrust.com/docs/DEFRA_press_release__2_.pdf" ��http://www.tropicalforesttrust.com/docs/DEFRA_press_release__2_.pdf� - and of course when China’s central government chooses to give its full backing to its own efforts to minimise China’s imports and export of Illegal Timber (but clear responsibility must be allocated to a suitable ministry first)


� This outer surface gives the product properties which largely dictate the product’s end-use.  Any Illegal Timber gives a product unfair competitive advantage in relation to price and profit.


� Not only is most of Indonesia’s pulp and paper exported to China but there are plans (see ITTO “Tropical Timber Market Report” Volume 11 Number18, 16-30 September 2006) to export pulpwood from Indonesia to China – which will lead directly to the increased pulping of what remains of Indonesia’s natural forest.


� � HYPERLINK "http://www.greenpeace.org/china/en/press/releases/20050804_APP" ��http://www.greenpeace.org/china/en/press/releases/20050804_APP� 


� � HYPERLINK "http://lnweb18.worldbank.org/eap/eap.nsf/Attachments/FLEG_S4b-2/$File/4b+2+Chris+Barr+-+CIFOR.pdf" ��http://lnweb18.worldbank.org/eap/eap.nsf/Attachments/FLEG_S4b-2/$File/4b+2+Chris+Barr+-+CIFOR.pdf�   (pp 26 & 27) The participation of Japanese industry and government in this scheme despite its inflated cost might imply complicity or incompetence.


� In contrast, Indonesia’s official export statistics indicate that negligible quantities of sawn wood were exported during 2005.


� Albeit as trade facilitators, Japan’s general trading companies dominated Sarawak’s timber sector at that time – see page 18 of � HYPERLINK "http://eprints.anu.edu.au/archive/00001967/01/97-7.pdf" ��http://eprints.anu.edu.au/archive/00001967/01/97-7.pdf� .  They share culpability for these improper allocations with the Malaysian Chinese enterprises which were granted the concessions.  For further information see � HYPERLINK "http://www.forestsmonitor.org/reports/highstakes/part2b.htm" ��http://www.forestsmonitor.org/reports/highstakes/part2b.htm� 


� See also � HYPERLINK "http://faculty.arts.ubc.ca/dauvergne/PacificAffairs1999.pdf" ��http://faculty.arts.ubc.ca/dauvergne/PacificAffairs1999.pdf� 


� For related information, see “� HYPERLINK "http://www.cbsi.com.sb/About_CBSI/ECO/Annual%20Reports/2005AR.pdf" ��Annual Report 2005�” Central Bank of the Solomon Islands


� This chart only relates to tropical plywood imported under Japan’s HS code 441213 – the code which appears to account for most of the Japan’s imports of tropical plywood


� This chart only relates to non-coniferous plywood imported under Japan’s HS code 441214


� This chart only relates to panels imported under Japan’s HS code 4412 other than plywood declared under HS codes 441213, 441214 and 441219.


� This chart only relates to products under Japan’s HS code 4421990009


� This chart only relates to products under Japan’s HS code 470329000


� Including the Musi mill of PT Tanjung Enim Lestari mill which was supported by Marubeni and Nippon Paper and the Japanese government.


� This chart only relates to products under Japan’s HS code 48025 – see � HYPERLINK "http://e-fpo.fpo.go.th/e-inter/Japan/Tariff2004.xls" ��http://e-fpo.fpo.go.th/e-inter/Japan/Tariff2004.xls� 


� This chart only relates to products under Japan’s HS code 481013 - see � HYPERLINK "http://e-fpo.fpo.go.th/e-inter/Japan/Tariff2004.xls" ��http://e-fpo.fpo.go.th/e-inter/Japan/Tariff2004.xls�
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