The United Kingdom’s Imports Of Illegal Timber –

An Overview

Prepared for http://www.globaltimber.org.uk
(Note:  the data presented in this overview is subject to change)
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1
Trends in the UK’s timber industry

During the last few years, several of the UK’s leading timber companies (particularly timber merchants) have become much more rigorous in scrutinising their supply chains.

For example, a number have ceased importing plywood from Indonesia, others continue to import such plywood but work closely with their suppliers in order to maximise the probability that their imports are legal – some in association with the Tropical Forest Trust and/or the WWF’s Global Forest and Trade Network.

During the last few years, a number of the UK’s leading timber merchants have opted to increase the share of certified products in the timber which they sell.  Some now only stock certified timber.  Most UK timber companies now at least offer FSC- or PEFC-certified products.

The Timber Trade Federation, whose members account for the majority of timber traded in the UK, has decided that it will probably make the signing of its Responsible Purchasing Policy a condition of continuing membership once at least 51% of its members (by number rather than volume of trade) have signed it.  This Responsible Purchasing Policy sets out to ensure that all timber products in the UK market come from sustainably managed forest.

Some of this shift in strategy within the industry is assertive – seeking to promote timber as a building/furnishing material (reflecting competition with other rather less sustainable materials, some of whose supply chains are associated with illegality and conflict).  The shift is also partly driven by the continuing exposé of the use of Illegal Timber in high profile public sector contracts – despite the UK government’s public procurement policy – and of course in part also by government policy.

Consequently, it is likely that – in terms of RWE volume – the proportion of Illegal Timber
 used within the UK is declining, both overall and in relation to imports from individual countries (with the prominent exception of China
).

However, in terms of import value, the trend is probably less marked.  This is because there has been a shift towards the import of finished goods (whose unit import values are rather larger than those of logs or plywood), notably furniture and, to a lesser extent, parquet supplied from China.

Central government procurement policy in the UK includes specific provisions in relation to procurement of wood-based products – which the policy ambiguously refers to as “timber”.  That policy requires that all such products procured should at least be legal.  An independent Centre of Excellence for the Procurement of Timber “CPET” has been set up, amongst other things, in order to adjudicate on different types of evidence of legality.  Valid chain of custody certificates issued under a number of certification schemes (currently five) are considered by CPET as demonstrating sufficient evidence of legality – hereinafter referred to as Category A evidence.  Evidence of the legality of supplies which do not have such certificates is assessed on a case by case basis.

The proportion of the wood-based products which the UK imports and which are certified under schemes which provide Category A evidence is probably rising and might have exceeded 50% during 2005.

This contrasts with estimates from timber industry and central government sources which suggest that, during 2005, the quantity of credibly certified wood-based products that was actually demanded accounted for less than 5% of their members’ sales /departments’ orders.  However, a much higher proportion of customers asked whether their prospective supplier was able to supply credibly certified products.

Indeed, central government procurement practice appears to be lagging far behind policy.
  Lack of political will and/or failure to comprehend might contribute to this.  

Central government is promoting sustainable construction
 of buildings (including housing), not least through rating schemes such as those (for example Ecohomes) under the heading BREEAM.  Buildings whose construction receives financial support from central government must comply with a Code for Sustainable Buildings.
  This will tend to increase consumption of certified timber.

Box 1 – Trade in products from credibly certified forest

	Most of the major forest certification schemes appear to promote the area of forest certified under their schemes as if this were a measure of their schemes’ “success”.

However, the area of forest certified does not necessarily reflect the potential of that forest to generate logs of sufficient quantity or quality to be commercially attractive in the current market.

Trade is one of the primary factors stimulating the trend towards (and against) the certification of forests that are being managed sustainably.

Of the five certification schemes currently accepted as Category A evidence, only that of the MTCC
 appears to publish statistics relating to bilateral trade in products certified under its scheme. This makes it difficult to provide robust estimates for the quantity of certified timber which the UK (or any country) imports.


2
The UK’s consumption of wood-based products

As Chart 1 indicates, the UK’s apparent consumption
 of wood-based products has tended to increase during recent years but may have peaked, at an estimated RWE
 volume of 67 million m3 during 2005.  Imports account for the great majority of this.

Chart 1 – Trends in the UK’s production, imports, exports and consumption of wood-based products
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Charts 2 and 3 indicate that, during 2005 and in terms of RWE volume, the EU accounted for three times as much of the UK’s imports as non-EU countries did, both in the timber sector and in the paper sector.  China was the leading non-EU supplier of wood and also accounted for a substantial share of the UK’s paper imports.

Chart 2 – The UK’s imports of wooden products, pulp and paper from outside the EU (product by supplying country, 2005)
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Chart 3 – The UK’s imports of wooden products, pulp and paper from within the EU (product by supplying country, 2005)
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3
The UK’s imports of Illegal Timber during 2005

Having made assumptions about the content of Illegal Timber in bilateral trade comprising individual wood-based product groups, the webpage http://www.globaltimber.org.uk/IllegalTimber.htm, suggests that the total RWE volume and import value
 of world trade in Illegal Timber might have been as much as 60 million m3 and US$11 billion respectively during 2004.

This report estimates that the RWE volume and import value of Illegal Timber which the UK imported during 2005 amounted to 3mi m3 and £500mi respectively – roughly 5% of the RWE volume and import value of the UK’s wood-based products.  This compares with the 2.3 mi m3 suggested elsewhere
 for the UK’s imports during 2004 from a number of countries - but excluding China (amongst others).  Thus, it seems that the UK might account for roughly 5% of the RWE volume (and nearer 10% of the import value) 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 that 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 wooden 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 – The UK’s estimated Illegal Timber imports (by product, 2005)
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Chart 5 – The UK’s estimated Illegal Timber imports (by supplying country, 2005)
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The estimates depicted in Charts 4 and 5 assume that Russia was the origin of much of the Illegal Timber which the UK might have imported from Estonia and China - and all that imported from Finland.  Much of the Illegal Timber supplied from China probably also originates in Indonesia (perhaps via Malaysia), Papua New Guinea
 and elsewhere.

On a cif import value basis, Charts 4 and 5 indicate that, three quarters of the UK’s imports of Illegal Timber are supplied by countries which are not participating in the EU’s FLEGT initiative and that two thirds of the total comprises products which are not yet covered under that initiative.  On an RWE volume basis, the corresponding proportions are even greater (by country) and roughly one third (by product).

In isolation, these statistics (and those presented in Tables 3 and 4 below) are relevant primarily as benchmarks used in monitoring the UK’s trade in Illegal Timber and comparing the UK’s trade with that of others.  Other factors are of much greater importance – notably the salience to the UK market 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 the UK’s imports is increasing or decreasing.

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

	Supplying country
	Product group

	Supplying country as % of  the UK’s imports of given product
	The UK’s rank in imports of given product from given country
	Salience of the UK’s imports of given product from given country
	Salience of the given country to the UK’s imports of given product

	Brazil
	Tropical plywood
	27%
	2
	Major
	Major

	Burma
	Tropical plywood
	1%
	2
	Modest
	Minor

	Cameroon
	Tropical sawn wood
	18%
	7
	Modest
	Major

	China
	Furniture
	20%
	3
	Major
	Major

	China
	Tropical plywood
	47%
	4
	Modest
	Major

	China
	Other hardwood plywood
	22%
	4
	Modest
	Major

	China
	Coniferous plywood
	7%
	3
	Modest
	Minor

	Estonia
	Sawn wood
	4%
	1
	Major
	Modest

	Finland
	Sawn wood
	13%
	2
	Major
	Major

	Finland
	Hardwood plywood
	16%
	2
	Major
	Major

	Ghana
	Tropical sawn wood
	8%
	5
	Modest
	Modest

	Guyana
	Tropical sawn wood
	4%
	1
	Major
	Minor

	Guyana
	Tropical plywood
	1%
	2
	Modest
	Minor

	Indonesia
	Tropical plywood
	18%
	10
	Modest
	Modest

	Indonesia
	Joinery & profiles
	9%
	7
	Modest
	Modest

	Indonesia
	Furniture
	2%
	4
	Modest
	Minor

	Ivory Coast
	Tropical sawn wood
	10%
	3
	Modest
	Modest

	Latvia
	Sawn wood
	18%
	1
	Major
	Major

	Lithuania
	Sawn wood
	2%
	1
	Major
	Minor

	Malaysia
	Tropical sawn wood
	27%
	>10
	Modest
	Minor

	Malaysia
	Tropical plywood
	32%
	7
	Modest
	Modest

	Malaysia
	Profiles & joinery
	9%
	5
	Modest
	Minor

	Russia
	Sawn wood
	9%
	5
	Modest
	Modest

	Russia
	Plywood
	4%
	5
	Modest
	Modest


	Finland
	Paper
	16%
	2
	Major
	Major

	Indonesia
	Paper
	<1%
	c20
	Minor
	Minor

	Russia
	Paper
	1%
	5
	Minor
	Minor


Table 1 is perhaps the most strategically relevant Exhibit presented in this report.  It takes into account data presented in the other Exhibits.

It indicates where, through its imports of specific wood-based products, the UK could probably exert most leverage over the Illegal Timber content of the exports of those products from the countries listed.

For specific wood-based products, Table 1 indicates which countries’ supplies are likely to have most leverage over attempts to reduce the total RWE volume of Illegal Timber in the UK’s imports of those products.

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

	The UK’s share in given country’s exports of given product 
	Trend in the UK’s imports
	Trend in % of Illegal Timber in the UK’s imports

	Brazil
	Hardwood plywood
	9%
	27%
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	Burma
	Plywood
	3%
	12%
	((
	((

	Cameroon
	Sawn wood
	86%
	5%
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	China
	Furniture
	34%
	5%
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	China
	Plywood
	25%
	5%
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	Estonia
	Sawn wood
	28%
	31%
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	Finland
	Sawn wood
	71%
	16%
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	Finland
	Plywood
	14%
	18%
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	Ghana
	Sawn wood
	48%
	5%
	((
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	Guyana
	Sawn wood & plywood
	50%
	37%
	((
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	Indonesia
	Plywood
	22%
	2%
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	Indonesia
	Joinery & profiles
	13%
	4%
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	Indonesia
	Furniture
	4%
	5%
	((
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	Ivory Coast
	Sawn wood
	62%
	6%
	 SHAPE  \* MERGEFORMAT 
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	Latvia
	Sawn wood
	11%
	61%
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	Lithuania
	Sawn wood
	32%
	22%
	((
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	Malaysia
	Plywood
	26%
	4%
	((
	((

	Russia
	Sawn wood
	24%
	5%
	((
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	Finland
	Pulp & paper
	-
	14%
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	Indonesia
	Paper
	-
	1%
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	Russia
	Paper
	-
	5%
	((
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Table 3 does not indicate whether the quantity of Illegal Timber concerned is rising, falling or not changing (which would is 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 is particularly relevant to efforts to combat trade in Illegal Timber.

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

	Supplying country
	UK imports
	Illegal Timber content


	
	RWE Volume
	Import Value
	RWE Volume
	Import Value

	
	(million m3)
	(UK£ million)
	(million m3)
	(UK£ million)

	Burma
	0.01
	4
	0.01
	2

	Brazil
	2.9
	270
	0.24
	20

	Cameroon
	0.08
	17
	0.03
	5

	China
	2.2
	840
	0.7
	230

	Estonia
	0.8
	62
	0.3
	23

	Finland
	8.1
	920
	0.4
	50

	Ghana
	0.04
	11
	0.02
	5

	Guyana
	0.03
	5
	0.01
	2

	Indonesia
	0.6
	150
	0.4
	110

	Ivory Coast
	0.04
	10
	0.03
	7

	Latvia
	3.4
	230
	0.5
	33

	Lithuania
	0.5
	70
	0.05
	7

	Malaysia
	0.7
	180
	0.03
	5

	Russia
	2.2
	160
	0.5
	37


Table 3 provides estimates of the RWE volume and import value of the UK’s imports of wood-based products from several countries - both in total and in their possible Illegal Timber content.

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

	
	
	Estimated RWE Volume
	Import Value
	Estimated RWE Volume
	Import Value

	
	
	(million m3)
	(UK£ million)
	(million m3)
	(UK£ million)

	Brazil
	Tropical plywood
	0.3
	31
	0.2
	16

	Burma
	Plywood
	0.01
	1
	0.01
	1

	Cameroon
	Sawn wood
	0.07
	16
	0.02
	5

	China
	Furniture
	0.7
	480
	0.2
	130

	China
	Plywood
	0.6
	45
	0.2
	18

	Estonia
	Sawn wood
	0.6
	37
	0.2
	15

	Finland
	Pulp & paper
	5.2
	640
	0.3
	39

	Finland
	Sawn wood & plywood
	2.7
	230
	0.1
	9

	Ghana
	Sawn wood
	0.03
	6
	0.01
	3

	Guyana
	Sawn wood & plywood
	0.02
	3
	0.01
	1

	Indonesia
	Plywood
	0.20
	22
	0.1
	18

	Indonesia
	Joinery & profiles
	0.16
	43
	0.1
	34

	Indonesia
	Furniture
	0.09
	57
	0.07
	41

	Indonesia
	Paper
	0.07
	14
	0.05
	10

	Ivory Coast
	Sawn wood
	0.04
	9
	0.03
	6

	Latvia
	Sawn wood
	2.9
	170
	0.4
	26

	Lithuania
	Sawn wood
	0.4
	21
	0.04
	2

	Malaysia
	Plywood
	0.4
	36
	0.02
	2

	Russia
	Sawn wood
	1.5
	84
	0.3
	17

	Russia
	Paper
	0.5
	42
	0.2
	13


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

4
Commentary by continent

Africa

In terms of RWE volume, the UK not only imports modest quantities of timber from those countries in Africa which export substantial quantities of tropical timber but the UK accounts for at most 5% (and in a number of cases less than 1%) of those countries’ timber exports.  China and southern Europe account for the great majority of Africa’s direct exports of Illegal Timber.

Even though imports from the region might comprise a large proportion of Illegal Timber, Africa probably accounts for a small share (about 2%) of the UK’s direct imports of Illegal Timber.

That said, Africa accounts for roughly one third of the UK’s direct imports of tropical sawn wood from producer countries.

The work of the UK’s Timber Trade Federation and others (supported by UK government and EU funds) has tended to increase the availability of Legal Timber in Cameroon and Ghana.  The management of a number of substantial forest concessions have recently been certified to FSC-standard in Cameroon - albeit not without some controversy.  In contrast, the supply of Illegal Timber in war torn Ivory Coast is likely to have increased during 2005.

America

The UK probably imports negligible quantities of Illegal Timber from North America, and much of that (mainly furniture and parquet) is likely to have been processed in East Asia.

Of the three countries in South America which supply the UK with appreciable quantities of wood-based products (Brazil, Chile and Guyana), Brazil supplies much the largest RWE volume.

Illegal Timber is not generally considered as a concern in relation either to Chile’s wood-based product exports, or to Brazil’s exports of pulp, paper and coniferous plywood.

Plywood (two thirds of which is coniferous) comprises the great majority of Brazil’s timber supplies to the UK.

Currency exchange rate movements have made Brazil’s timber exports less competitive.  The area of FSC-certified forest in the Amazon region in Brazil is growing rapidly – Brazil was the first producer country to supply the UK with appreciable quantities of FSC-certified tropical plywood.  Changes in Brazilian law relating to forest management
 and – particularly - its application have substantially reduced the availability of Illegal Timber in Brazil.

A concession of one of Guyana’s largest and most controversial timber company is now FSC-certified.

Asia

The UK’s imports of wood-based products from Asia are supplied almost entirely from East Asia, primarily from China.  The UK’s imports of furniture, plywood and joinery products (including parquet) from China are increasing rapidly.  As Table 2 indicates, China was probably the UK’s leading supplier of Illegal Timber during 2005.

Box 5 - Illegal Timber supplied from China

	Attention was drawn a number of years ago to China’s exports of Illegal Timber to the UK and elsewhere.
  However, the UK’s imports of wood-based products from China have rise very rapidly since then.  It is likely that China is now the UK’s leading supplier of Illegal Timber – accounting for almost half of the total by import value.

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 the UK (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. 


Plywood accounts for most of the RWE volume of timber which the UK imports from Indonesia.  However, the quantity imported has declined steeply since 2002 – subsequent to research by the UK industry into the legality of the plywood available for export.  Some of the increasing quantity of FSC-certified Indonesian plywood is now being sold in the UK.

In terms of RWE volume, plywood and joinery (primarily doors) account for most of timber (other than rubberwood) which is imported into the UK from Malaysia.
  Although those imports increased somewhat during the first few years of this decade, they seem to have peaked during 2004/5.  Most of the timber which the UK imports from Malaysia is shipped from Peninsular Malaysia, where forest sector governance has tended in the past to be better than in other parts of the country.
  That being shipped from Sarawak with MTCC certification should be regarded as Illegal Timber, particularly given the failure to take into account the livelihoods of indigenous people in what little is left of their forest.

Although the UK imports a substantial quantity of wooden furniture from both Malaysia and Thailand, most of this is probably made from rubberwood.

In contrast, most of the UK’s increasing imports of wooden furniture from Vietnam are made from tropical timber (and used outdoors) which is supplied mainly from “Malaysia”
 or from FSC-certified forest elsewhere.

Europe

The percentage of Illegal Timber in the IRW production of countries within the EU is likely to be lower than elsewhere in Europe.  The UK imported negligible quantities of timber from those other countries.

It seems that most publications which discuss Illegal Timber production within the EU focus on the Baltic States, particularly Estonia and Latvia.
  Economic crime, primarily tax evasion, appears to contribute most of the illegality associated with timber production and trade in the Baltic States.  The UK is the main market for their (declining) exports of sawn wood.  After pulpwood, sawn wood is one of their main export commodities.
  Clearly therefore, the UK has the potential to exert much leverage over policy makers in these two countries.  Indeed, if Estonia and Latvia (which contribute 25% of the RWE volume of the Illegal Timber which the UK imports) were effectively to address economic crime as suggested in Section 3 above, then the total of the UK’s imports of Illegal Timber would reduce sharply.

Of course other measures are required in order to address the Illegal Timber of Russian origin which is exported from Estonia and Latvia.
  Measures such as those adopted in relation to Finland’s timber imports from Russia might be appropriate.

In terms of RWE volume during 2005, Russia accounted for roughly 20% of the sum Finland’s imports and Finland’s IRW production.  The great majority of the total was exported and one might assume therefore that the Russian content of Finland’s wood-based products exports amounted to 20%.  If Illegal Timber accounted for, say, 10% of Finland’s imports from Russia,
 then one might in turn assume that Illegal Timber accounted for 2% of the wood-based products which the UK imported from Finland.  Although that percentage is small, the RWE volume to which it relates would account for a substantial share of the UK’s imports of Illegal Timber.

Sawn wood comprises the great majority of the timber which is imported directly into the UK from Russia.  Those sawn wood imports have increased steadily since the late 1990s.  Several of the UK’s largest timber importers/distributors procure at least some of their Russian wood from mills which can supply FSC-certified products.

5
Commentary by product

Sawn wood

Chart 6 – Trends in the UK’s imports of coniferous sawn wood
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Chart 6 indicates that coniferous species account for the great majority of the sawn wood which the UK imports.  The quantity imported from Sweden has changed little during the last decade whereas that imported from Russia has increased slightly and, since 2004, that from the Baltic States (primarily Latvia) has declined.

Chart 7 - Trends in the UK’s imports of profiles and joinery
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Chart 7 illustrates that although the UK’s imports of profiles and joinery rose strongly during the period shown, the share of supplies direct from tropical producer countries has fallen.  China accounts for most of the growth during the last three or so years - products for parquet comprised two thirds of those imports from China during 2005.

Plywood

Chart 8 – Trends in the UK’s imports of tropical plywood
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As Chart 8 indicates, during the last few years, the UK’s total imports of such tropical plywood as is declared under HS code 441213 have remained steady.  However, there has been a fundamental shift in the sources of supply – from Brazil and Indonesia to China – and, as a consequence, probably towards Illegal Timber.  China now supplies half the UK’s consumption of such plywood – despite anti-dumping duties being applicable to plywood of one tropical species (okoumé).

Chart 9 – Trends in the UK’s imports of other non-coniferous plywood
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The UK’s imports of such tropical plywood as is declared under HS code 441214 (which relates to non-coniferous plywood) will remain impossible to determine with much confidence until (the World Customs Organisation specifically requires that) products classified under HS code 441214 exclude tropical plywood.

Throughout the last decade, an increasing majority of the UK’s imports of this type of plywood was supplied from tropical countries whose non-coniferous plywood mills derived their wood raw material primarily from natural tropical forest.
  The UK market for plywood declared under HS code 441214 grew strongly during most of the last decade but appears to have reached a plateau during 2004.  The steep reduction since 2004 in imports from Indonesia seems to have been offset by supplies from China (which now account for one quarter of UK consumption of such plywood).

Chart 10 – Trends in the UK’s imports of other coniferous plywood
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Since mid-2005, the volume of coniferous plywood which the UK has imported from China has risen so rapidly that, by July 2006, China accounted for almost one third of UK consumption of such plywood.  In so doing, those imports have replaced (largely legal) supplies from Brazil.  Given that (a) more than 90% of China’s coniferous log imports are supplied from Russia and (to a much lesser extent) New Zealand, (b) those imports from Russia (likely to be illegal) are increasing while those from New Zealand (likely to be legal) are declining, and (c) appreciable volumes of coniferous log production in China comprise Illegal Timber, it is likely that the UK’s imports of Illegal Timber in the form of coniferous plywood are increasing rapidly.

Furniture

The great majority of the Illegal Timber which the UK imports in the form of furniture is probably supplied by China.  During recent years, the UK has accounted for roughly 5% of the rapidly increasing RWE volume of wooden furniture which China exports.

Given the likely impact which such exports are having on furniture manufacturers outside China, particular attention should be given to the extent to which Illegal Timber contributes to China’s export success.  Such attention is perhaps most urgently warranted in connection with upholstered wooden furniture and to a lesser extent (due to the slower growth and smaller market share of China’s imports) dining- and living-room furniture, and miscellaneous furniture.  As charts 11 to 14 illustrate, China has become the UK’s leading supplier of all four of these product groups.

Chart 11 – Trends in the UK’s imports of “upholstered wooden furniture”
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Chart 12 - Trends in the UK’s imports of “wooden bedroom furniture”
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Chart 13 – Trends in the UK’s imports of “miscellaneous wooden furniture”

[image: image49.emf]0

5

10

15

20

25

30

  Year to

31/12/1997

  Year to

31/12/1998

  Year to

31/12/1999

  Year to

31/12/2000

  Year to

31/12/2001

  Year to

31/12/2002

  Year to

31/12/2003

  Year to

31/12/2004

  Year to

31/12/2005

Weight 

(thousand tonne)

monthly average during prior year

China

Other

Poland

Italy

Germany

Sweden

Vietnam

Malaysia

Indonesia

Brazil

Source: Eurostat

adjusted for anomalies

HS94036090


Chart 14 – Trends in the UK’s imports of “wooden dining- and living-room furniture”

[image: image50.emf]0

5

10

15

20

25

  Year to

31/12/1997

  Year to

31/12/1998

  Year to

31/12/1999

  Year to

31/12/2000

  Year to

31/12/2001

  Year to

31/12/2002

  Year to

31/12/2003

  Year to

31/12/2004

  Year to

31/12/2005

Weight 

(thousand tonne)

monthly average during prior year

China

Other

Poland

Italy

Germany

Denmark

Romania

Lithuania

Vietnam

Thailand

Malaysia

Indonesia

India

Source: Eurostat

adjusted for anomalies

HS94036010








































































































� � HYPERLINK "http://www.ttfrpp.co.uk/" ��http://www.ttfrpp.co.uk/� 


� For a typical definition of Illegal Timber, see the “What is illegal?” box on page 3 of � HYPERLINK "http://www.fern.org/pubs/ngostats/logging.pdf" ��http://www.fern.org/pubs/ngostats/logging.pdf� 


� China is now the dominant destination for the log exports of Russia and several leading tropical timber exporting countries - Burma, Indonesia, Papua New Guinea, the Solomon Islands, Congo (Brazzaville), Equatorial Guinea and Gabon – with adverse implications for governance and national wealth in those countries.  As a consequence, the pace of logging in these eight countries’ natural forest (including to feed excess capacity in some of Indonesia’s fraud-related pulp mills) has increased to rates well in excess of what would be consistent with sustainable forest management.


� For further information about CPET evidence, see � HYPERLINK "http://www.proforest.net/cpet" ��http://www.proforest.net/cpet� 


� � HYPERLINK "http://www.confor.org.uk/download_attatchment.asp?file=attachments/Summary_Report.pdf" ��http://www.confor.org.uk/download_attatchment.asp?file=attachments/Summary_Report.pdf�  See also � HYPERLINK "http://www.wwf.org.uk/filelibrary/pdf/wwf_ftn_annual_report_2005-2006.pdf" ��http://www.wwf.org.uk/filelibrary/pdf/wwf_ftn_annual_report_2005-2006.pdf�  coupled with assumptions about (a) production of FSC-certified timber from UK forests, (b) the extent to which the proportion of (FSC) certified products in the sales of members of the WWF-UK Forest Trade Network exceeds that of non-members, and (c) the percentage of the UK’s imports that are certified other than under the FSC scheme by enterprises other than by members of the WWF-UK FTN. 


� This tends to be confirmed by the House of Commons Environmental Audit Committee – see presentation at � HYPERLINK "http://www.illegal-logging.info/events/Meeting_Notes_Update_No_7.doc" ��http://www.illegal-logging.info/events/Meeting_Notes_Update_No_7.doc� 


� Conversely, it also provides tax incentives which greatly favour demolition and reconstruction over refurbishment.  In so doing, the government promotes far greater energy consumption (in the manufacture and disposal of construction materials) and cosy relations with developers.


� � HYPERLINK "http://www.wwf.org.uk/filelibrary/pdf/investinsustainability.pdf" ��http://www.wwf.org.uk/filelibrary/pdf/investinsustainability.pdf� (p5 Box 1) 


� see p4 of “Tropical Timber Market Report V11 No19, 1-15 October 2006” by ITTO  Note that the statistics provided relate solely to direct trade from the producer country to the initial destination market.


For information about CPET, see � HYPERLINK "http://www.proforest.net/cpet" ��http://www.proforest.net/cpet� 


� 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.


� Source:  based on Eurostat (for imports and exports), UNECE (for production).  Differences between the data provided by these sources and data presented by other official sources (notably the UK’s ONS and Forestry Commission respectively) are at times quite large.  Production statistics for a given year might also change markedly from one edition of source data to the next.  These differences, coupled with imprecise conversion factors (e.g. from wood volume or weight to RWE volume), warrant the data which is displayed on this chart and elsewhere in this report being described as estimates.  A number of anomalies in the source data have been revised for use in this report.


Note: residues from some saw mills are used as raw material for pulp.


� 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.


� � HYPERLINK "http://www.wwf.org.uk/filelibrary/pdf/fo_failingforests.pdf" ��http://www.wwf.org.uk/filelibrary/pdf/fo_failingforests.pdf� 


�  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.


� As confirmed by a succession of exposés of the continued use of Illegal Timber on high profile public sector construction projects in the heart of London - see � HYPERLINK "http://www.greenpeace.org.uk/forests/forests.cfm?ucidparam=20060928153937" ��http://www.greenpeace.org.uk/forests/forests.cfm?ucidparam=20060928153937� 


� 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� 


� 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 UK’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.


� The USA appears to be the leading destination for China’s Illegal Timber exports.  Although research has been published concerning the impact that trade in Illegal Timber has on the export of wood-based products from the USA, none seems to have been published about the impact of Illegal Timber on markets within the USA.  This absence contrasts both with anti-dumping concerns in the USA and the availability of the Lacey Act (which prohibits trade in certain forms of wildlife and products made therefrom – including those from tree species protected under CITES – see paragraph 60 of � HYPERLINK "http://www.illegal-logging.info/papers/Illegal_logging_legal_opinion_March_06.doc" ��http://www.illegal-logging.info/papers/Illegal_logging_legal_opinion_March_06.doc� ).


� “Tropical Timber Market Report – 1-15 October 2005” ITTO 


� Improper allocation of tax holidays and transfer pricing are particular concerns regarding Guyana’s export-oriented timber sector.


� see for example � HYPERLINK "http://assets.panda.org/downloads/G8_meeting_June2002.pdf" ��http://assets.panda.org/downloads/G8_meeting_June2002.pdf� 


� See Chart 5 above


� 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.


� See � HYPERLINK "http://www.verifor.org/case_studies/Malaysia.pdf" ��http://www.verifor.org/case_studies/Malaysia.pdf� for a recent assessment of systems used in Malaysia to verify the legality of timber production and imports


� Steps are being taken to increase the supply of FSC-certified tropical timber from Malaysia, particularly in Sabah - � HYPERLINK "http://www.tropicalforesttrust.com/archives/2005/yayasan.htm" ��http://www.tropicalforesttrust.com/archives/2005/yayasan.htm�  Given that a member of parliament was convicted during 2005 for smuggling Illegal Timber into Peninsular Malaysia from Indonesia - � HYPERLINK "http://www.illegal-logging.info/news.php?newsId=1434" ��http://www.illegal-logging.info/news.php?newsId=1434� – it is advisable to demand a chain of custody certificate (back to stump) for one’s imports of timber even from Peninsular Malaysia.


� � HYPERLINK "http://www.bmf.ch/en/en_index.html" ��http://www.bmf.ch/en/en_index.html�  campaign update 14 August 2006


�  The share of rubberwood in the timber raw material use by the furniture industries of Malaysia and Thailand are assumed by many to be 80% and 70% respectively, despite changes in the industry (including very impressive growth in output) since they were first derived.


� There is some concern that consignments designated as having Malaysian origin might have been laundered or otherwise shipped through Malaysia.


� An exposé of the use of Illegal (/Conflict) Timber by Vietnam’s nascent garden furniture industry during the late 1990s, several of the then manufacturers were, in effect, obliged by their customers to switch their source of supply to FSC-certified forest.


� A number of reports show that differences between (a) the sum of imports and production and (b) the sum of apparent consumption and exports should not be attributed to Illegal Timber – even if based on official statistics.  One might imagine that differences that are large relative to either of the two sums warrant further analysis, particularly to maximise the usefulness of official statistics – see � HYPERLINK "http://www.efi.fi/attachment/f5d80ba3c1b89242106f2f97ae8e3894/8c229d17c99d4c4980c8703e4369865a/TR_19.pdf" ��http://www.efi.fi/attachment/f5d80ba3c1b89242106f2f97ae8e3894/8c229d17c99d4c4980c8703e4369865a/TR_19.pdf�  and  � HYPERLINK "http://www.illegal-logging.info/papers/ILSU6_efi2.ppt" ��http://www.illegal-logging.info/papers/ILSU6_efi2.ppt� .


� Pulpwood seems to account for most of production in these countries’ FSC-certified forest


� See Chart zzA5 for an illustration of the scale and growth of each of the Baltic States’ timber imports from Russia.


� The actual percentage might be considerably greater than this given (a) that some, perhaps most of those imports derive from logging operations for which legally required Environmental Impact Assessments have not been approved  - see � HYPERLINK "http://www.greenpeace.org/raw/content/international/press/reports/forest-crime-finland.pdf" ��http://www.greenpeace.org/raw/content/international/press/reports/forest-crime-finland.pdf� and (b) that across Russia export taxes on roughly half of Russia’s log exports have not been properly collected.


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


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


� The proportion of the non-coniferous plywood which is manufactured in these countries and whose principal species is non-tropical is tending to rise


� Wooden furniture (excluding for offices, shops, kitchens, dining rooms, and bedrooms; also excluding seats) HS code 94036090
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