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Outline of today’s session 

• Explore the impact of trade on forest governance  

• The role of trade in tackling the drivers of poor 
forest governance  

• Trade related measures for addressing poor 
forest governance  

 



Forest Trade 

• The international global forest products trade is in 
excess of $200 Billion annually (FAO,2009). 

• Domestic markets are harder to calculate, but 
exceed this figure. This makes timber one of the 
largest commodity markets in the world. 

• Annual global production for palm oil is valued at 
around $50 billion 

 



A Quick History - Traditional 
Forest Trade 

1. Exporter country (producer country) 

2. Logs/primary processing 

3. Agent/broker 

4. Shipping 

5. Importer country 

6. Primary/secondary processing  



More Recently 

•More producer country added value 
• ‘New’ secondary processing countries 
•More plantation based forestry 
•Newer industries like chip and fibre 
•Certification, FLEGT, EUTR etc….. 



Historical Changes in Timber Industry 

• Significant changes in last 3 decades 

• Changes experienced by exporter and importer 
countries 

• Driven by environmental activism 

• Aided by prominence of environmental and social 
concerns 

• Pressured the timber industry to reform 

• Altered how they operate, more transparent  

• Environmental and social responsibility – good for FG 



Salient Issues 

• Some of the largest MNCs are involved in the global forest 
trade. They exert great influence on economies, industrial 
organisations and governments; 

• The scale of the industry attracts attention from 
organised crime; 

• It is widely understood that ‘Poor’ or illegal forestry 
causes unacceptable environmental, social and economic 
damage. The large MNCs cannot (generally) afford to 
have their brands contaminated. 

 



The big question 

• Does the global forest products trade drive good 
governance, or prevent good governance? 



The Forest Trade 
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Key components in the timber chain, often called the ‘chain of 
custody’.  



Timber Flows 
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Major Trade flows in Tropical Industrial Roundwood 2009, million m3 (ITTO, 2011) 



Major Trade flows in Tropical Sawnwood, million m3 2009 (ITTO, 2011) 
 



The rise of China 

• Over half the global growth in paper production over last 
20 years has been in China 

• China went from negligible imports in 1980s to 140 
million m3 imports in 2005. By 2016, that had risen to 
nearly 300 million m3 

• In 1997 China’s forest and paper exports were worth $0.5 
billion; by 2007 worth $8 billion. By 2016 they had risen 
to $35 billion. 

• Huge pressures on supply chains, prices, legality and 
sustainability 



Problems arising from trade 

• Increased globalization has created 
problems for legal and sustainable forest 
products trading 

• Supply chains are long and convoluted, 
making the tracing of materials difficult;  

•Pricing pressures from Northern retailers 
and sellers increases pressure to ‘cut 
corners’ further up the supply chain. 
 



Criticism of global timber 
industry 

• Criticisms of the international timber industry: 
• Significant environmental degradation occurs 

through poor forest/logging practices 

• A short-term view of logging for immediate profit 
rather than long term stewardship 

• A lack of benefit sharing or consultation with local 
people (including exclusion, aggression or physical 
relocation) 

• International trade flows have become more complex 
and less transparent 
 



Problems with the Forest 
Trade (continued) 

• A lack of transparency 

• Providing the first stage in a cycle of degradation 
or land use change that results in farming of forest 
land (settlements, soy bean, palm oil, ranching 
etc.) 

• Converting old-growth natural/semi-natural forest 
into plantations which are less contentious source 
of forest products  

 



Illegal Trade 

• It is indisputable that a considerable amount of 
illegal timber/fibre enters the global supply chain 

• Estimated that the annual revenue from illicit 
timber is $30-100 billion (UNEP &Interpol, 2012 
estimates) 
[http://news.mongabay.com/2012/1001-illegal-
logging-business.html]  

• This is primarily sourced from Central Africa, 
South America, South East Asia and Siberia 

• Figure represents significant asset and revenue 
losses for governments, firms or individuals 
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Final Questions 

• How can we improve the governance/behaviour of 
the private sector? 

• How can private companies pull up the standards 
of the forestry sector? 

• Profit – driven organisations delivering good 
governance? 

 



 
 

The EU Forest Law 
Enforcement, 
Governance and 
Trade (FLEGT) 
Action Plan (2003 – 
2015) 



What is needed for real 
change?  
• Will measures on one side alone be enough to combat 

illegal logging? 

- Consumer boycotts of tropical hardwood products 

- Industry codes of conduct 

- Voluntary certification schemes 

- Public procurement policies 

- Timber regulations 

- … 

• Could something be missing… 

- … a combination of demand & supply                                      
side measures? 



Towards a European approach to 
combat illegal logging 

Increasing concern for 
the fate of tropical 
forests in the 1980s 

1980s 1990s 2000s 

Private sector initiatives in 
the 1990s (e.g. FSC - 1993, 

PEFC - 1999) 

Public sector initiatives 
(e.g. public procurement 

policies) in the early 2000s 

EU FLEGT  
Action Plan 

In 2003 



Illegal timber eliminated from EU market 

The Forest Law Enforcement, Governance and 
Trade (FLEGT) Action Plan 

Civil society, industry, governments pressure:  
stop the EU acting as a market for illegally harvested timber 

2003 FLEGT Action Plan 
 
Minimally guaranteed legal timber, but towards Sustainable Forest Management, good 
governance & transparency 
 
Mix of supply and demand sides activities 
 

The 2001 East Asia Bali FLEG Declaration was a catalyst 



FLEGT – Key demand & 
supply side measures 

EU Timber Regulation              
(EU TR) 

 

• Prohibits sale of illegal 
timber in the EU 

 
 

Demand side 
measure 

Voluntary Partnership 
Agreement (VPA) 

 

• Ensures export of only 
legal timber to EU from 
participating countries 

 

 Supply side measure  



The EU Timber Regulation (2013) 

It prohibits the placing on the EU market of illegally harvested 
timber and products derived from such timber 

It requires EU traders who place timber products on the EU 
market for the first time to exercise 'due diligence‘ (information, 
risk assessment and mitigation) 

Other traders further down the supply chain must keep records 
of their suppliers and customers 



FLEGT Voluntary 
Partnership Agreements 
(VPA) 

• Bilateral agreement between the European Union and 
a timber-exporting country.  

• To ensure that timber and timber products exported 
to the EU come from legal sources.  

• The timber-exporting country agrees to control and 
license its  timber exports as legal. 

• The EU agrees to accept only licensed imports from 
that country (FLEGT licensed timber).  

• Legality is assured through an agreed VPA Timber 
Legality Assurance System (TLAS).  

• Support partner countries in improving their own 
regulation and governance of the sector.  
 
 



Clear definition of legal timber 

A definition of legality should cover laws relating to:  

 

• Rights to harvest : Harvesting timber within legally defined 
boundaries by the legal holder of rights to harvest.  

• Forest operations/processing: Compliance with laws regarding 
forest management/processing including relevant legislation 
covering environment, labour and community welfare.  

• Fees and taxes: Compliance with laws concerning taxes, 
importation, royalties and fees directly related to timber 
harvesting and harvest rights.  

• Other users: Respect for other parties’ legal tenure or use rights to 
land and other resources that may be affected by timber harvest 
rights. 

• Trade and customs: Compliance with legal requirements for trade 
and customs procedures.  

 



Market 
access 

Workers’  
rights 

Community 
rights 

Stakeholders have different points 
of view on key challenges and 

offer different experiences that 
strengthen the VPA 

Sustainability 

Environmental 
protection 

Government defines VPA legality 
together with stakeholders 



A robust LAS consists of five key 
elements:  

(1) A clear definition of legal timber;  

(2) Mechanism to control the timber supply 
chains;  

(3) Verification of compliance to the Legality 
Definition and controlled timber supply chains;  

(4) Licensing of legally produced timber and 
timber products for exports (FLEGT Licence);  

(5) Independent audit of the LAS to ensure the 
system is fully implemented  



VPAS- The Global Picture 

• 2 countries are in the informal preparatory phase 
(pre negotiation) 

• 7 countries are officially negotiating a VPA  

• 1 country has initialled an agreement and is 
preparing to ratify 

•  6 countries have signed VPAs and are in the 
implementation phase. 

• 1 country is exporting FLEGT Licensed timber 



FLEGT -VPA developments in ASEAN 

Information 
 
Preparation 
 
Negotiations 
 
Implementation 
 

Indonesia 

Vietnam 

Laos 

Philippines 

Cambodia 
Myanmar 

Thailand 

Malaysia 



 
 

The Lacey Act 
(2008) 



Lacey Act (2008): Principles 

• The Lacey Act extends the reach of foreign laws and 
regulations by making it a violation of United States 
law to traffic in products made from wood that was 
harvested, transported or sold in violation of 
foreign laws 



Lacey Act (2008): Operation 

• Import Declaration Requirements for Wood Products 

 

• Requires scientific species name, country of harvest, 
volume, and value 

 

• Does not require information on legality or “chain of 
custody” 

 

• Does not establish standards or require verification by 
government or a third party 



Lacey Act (2008): Enforcement 


