China
China has for several years been regarded as a hub for trade in illegal timber.
  Unlike other major importing countries China neither prohibits the import of illegal timber nor has procurement policies which seek to exclude such products.  Further, although China’s customs authorities are empowered to seek the assistance of partner countries in ascertaining the legality of timber whose documentation is obviously fraudulent, they do not do so.  China’s State Forestry Administration tends to sign Memoranda of Understanding concerning illegal timber despite knowing that it has no power to implement these.

Imports
Chart 1 – China’s’ imports of logs, sawn wood, veneer, mouldings and plywood
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Chart 1 subdivides China’s imports of wood raw material by type of supplying country – tropical countries and Russia being the sources most likely to export illegal timber (and, as such, are referred to herein as “high risk” countries).  Only a very small proportion of China’s imports from Thailand derive from forest.

Imports from tropical countries and Russia declined substantially but temporarily during 2008 and 2009 due particularly to recession in the countries to which most of China’s timber sector exports are destined and to an increase in Russian export tariffs on logs.  The steep increase in imports from “low risk” products more than offsets the decline in imports from Russia and reflects a surge in (often speculative) building works and increased timber sector exports.
The majority of China’s timber imports from the tropical countries included in Chart 1 is likely to be associated with illegality – particularly corruption.  Most of this is supplied (through the port of Zhangjiagang) by enterprises which happen to be ethnic Chinese (typically with family links to Fujian).  One such group accounts for a large proportion of the total.

Sources of supply
A variety of private and government-owned enterprises supply an increasing share of China’s imports from high risk countries, logging and/or trading.
  Those which are traders tend to pre-finance local artisans who carry out logging and transportation on their behalf, often illegally.

China’s imports from Malaysia derive primarily from Sarawak, whose exports are much more likely to be associated with illegality than those of other Malaysian states due in particular to corruption, failure to respect Native Customary Rights and logging in unauthorised localities.  The laundering of smuggled logs and sawn wood from Indonesia, including via Free Trade Zones or fraudulent documentation appears to have much reduced during the second half of last decade.

China imports much less tropical timber from Indonesia than it did during the first half of last decade, reflecting improved enforcement of some aspects of the law and a ban on the export of sawn wood.  Most of the recent increase shown in Chart 1 comprises sawn wood from plantations.  The smuggling of timber from Papua, primarily to China but also to India, appears to have increased.

Indonesia’s long established pulp and associated paper mills appear to have been financed fraudulently and the two largest pulp groups are known to consume large quantities of illegal timber, typically as blends with pulpwood from plantations (a number of which are illegal, particularly in so far as they are on deep peat.  These two groups’ have large related businesses in China.  The larger of the two has been exposed for illegal activities, particularly logging, also in Hainan and Yunnan.

China dominates the export-oriented logging industries of Papua New Guinea and the Solomon Islands – little of whose exports can reasonably be deemed legal.

China has become a leading importer of timber from northern Laos (and probably other parts of the county via Vietnam), particularly in connection with supposed forest conversion projects without respecting the rights or livelihoods of the local communities.

Chinese companies (with and without relevant experience)
 have been involved in similarly controversial forest conversion projects in Cambodia.

China’s imports from Burma are associated with conflict, particularly that which is imported overland through Yunnan despite China having closed the border to such imports.

Much, perhaps most of the timber which China imports from the Congo Basin has been logged by one Malaysian group whose operations tend to be illegal (for example, operating as a subcontractor and thereby having access to a greater area than permitted, failing to have or adhere to a credible plan for the sustainable management of forest, failing to mill the required proportion of its output before export).

A large, Chinese state-owned group has acquired a larger area of forest concession than allowed in Gabon – much of that area appears to consolidate small concessions reserved for logging by Gabonais.

The export of logs from Gabon and Equatorial Guinea has been prohibited since mid-2010 and mid-2008 respectively.  However, China has continued to import substantial volumes of logs from “Equatorial Guinea”, at least some of which is likely to have been trafficked either overland or by boat from Gabon to Equatorial Guinea.

One of China’s leading importers of timber from the Congo Basin
 also has a number of large logging concessions in Cameroon, Central African Republic and north eastern Congo (Brazzaville).  Four of its concessions in Cameroon
 and a number of those in Central African Republic have been granted illegally.  Its owner was born in Fujian.

Another large supplier
 of logs to China from southwestern Congo (Brazzaville)
 is owned by an expatriate Chinese family and has been subject to controversy, not least in relation to its corporate structure.
  The family of the country’s President owns at least one large supplier.

It is likely that all or most of China’s timber imports from Democratic Republic of Congo are illegal.  One Chinese enterprise seems to account for much of the total.

Guyana’s exports of timber to China are supplied by a Malaysian group known to operate illegally and for corruption, an enterprise linked to a state-owned group having no experience of logging, and enterprises (of the Chinese diaspora) which are not entitled to supply timber.
  A number of these are said to facilitate people smuggling.

China’s imports of timber from Peru are reported as sawn wood while most of Peru’s corresponding to China is reported as mouldings, perhaps in order to evade import and/or export tax.  Peru’s timber industry is characterised by corruption, violence (in relation to indigenous forest owners) and other illegality.  One of China’s leading exporters of wooden flooring procures such timber while appearing committed to sustainability.

The legality of some export-oriented Chinese timber groups operating in Brazil is suspect
 while that of others is less so.

A listed Chinese group has recently been exposed for fraud and other illegality in Suriname.

Much, perhaps most,
 of that from Russia (particularly hardwood) is also likely to be illegal.

Enterprises having family links to Fujian dominate the distribution within China of the timber which China imports from Russia and through Yunnan.

Hong Kong

Hong Kong appears central to much of the smuggled timber which arrives in China.
  One of China’s largest state-owned timber groups has a procurement office in Hong Kong and sources particularly from high risk countries,
 as do other timber traders.

Exports

Chart 2 (below) illustrates that a large proportion (roughly half) of China’s exports of wood-based products is destined for use in countries which have laws or policies which intend to exclude illegal timber.
  The substantial increase in those countries’ imports since the recent recession more closely resembles China’s imports from tropical countries than from low risk countries, suggesting a need to consider the effectiveness of those laws and policies.

Chart 2 – China’s exports
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Mills in China combine much of the imported wood-raw material with wood from trees grown in China.  If either the imported or local raw material is illegal, then the product can only be illegal – so the sum of the volumes of illegal timber imported or locally grown will be less than the sum of the volumes if illegal timber exported or entering end-use in China.  The quantity of illegal timber exported or entering end-use locally will be greater than the latter sum due to fraud – particularly in technical specification and product description.
It is unclear how much of the timber which China imports is subsequently exported.  Perhaps the only study of this suggests that, for imports from Russia during 2004, about 20% of those imports was subsequently exported.

The large mismatch
 between the quota for logging authorised by the State Forest Administration and that which is actually produced from plantations and forest in China
 might reflect illegality.
  Trading in shares of three high profile timberland development companies listed in Canada and Hong Kong has been suspended so far this year – for fraud.
  Excess capacity (in China’s paper and panels industries) stimulates illegal supply.
Much of China’s furniture sector is largely controlled either by Taiwanese enterprises or furniture groups from the USA who have outsourced their manufacturing to China.  Small subcontractors account for much of the other timber processing which takes place in China, reflecting their markets’ interest in price rather than raw material provenance.  Much of the industry for products such as furniture, flooring and plywood is clustered geographically.
Conclusion:

Most of China’s imports of Timber Sector products from tropical countries and Russia are likely to be illegal – as are its imports of Paper Sector products from Indonesia.  Enterprises having family links to Fujian account for much of the total.  A large majority of this illegal wood-based raw material is likely to enter end-use within China.  Most of the remainder is exported as part of a blend with other wood-based raw material, some of which might be both illegal and from plantations or forest in China.  The illegal timber content of these exported products renders the product illegal.  Fraud in technical specifications and product description add another layer of illegality.  The USA and the EU together account for more than half of China’s exports of Timber Sector products.  The illegal timber content of China’s exports is tending to reduce – due to the increasing share of China’s imports which is supplied from low risk countries.
� � HYPERLINK "http://www.globaltimber.org.uk/ChinaIllegalImpExp.htm" ��http://www.globaltimber.org.uk/ChinaIllegalImpExp.htm� 


� Second and fourth paragraphs page 28 “The Last Frontier - Illegal Logging in Papua and China’s Massive Timber Theft” EIA / Telapak � HYPERLINK "http://www.eia-international.org/files/reports93-1.pdf" ��http://www.eia-international.org/files/reports93-1.pdf� 


� Source:  based on General Administration of Customs of the People’ Republic of China.  Roundwood equivalent (“RWE”) volume for furniture has been estimated notionally from import value and for other products as indicated in footnote 1 of � HYPERLINK "http://www.globaltimber.org.uk/RWEvolume.htm" ��http://www.globaltimber.org.uk/RWEvolume.htm� 


� Rubberwood comprises almost all the total.  Almost all China’s timber rapidly increasing imports of sawn wood from Indonesia and the Philippines likewise derive from plantations


� Through numerous subsidiaries and affiliates, Rimbunan Hijau is prominent in the logging industry of the Congo Basin, Papua, Papua New Guinea, Russia, Sarawak and the Solomon Islands.


� Notable logging enterprises include Bai Shan Lin (Guyana), COFCO and Hua Jia (both Gabon), and Sicofor (Congo Brazzaville) – see relevant webpages of � HYPERLINK "http://www.globaltimber.org.uk" ��http://www.globaltimber.org.uk� 


� Second paragraph, page 17 “Forest Governance in Zambézia, Mozambique:  Chinese Takeaway!” C Mackenzie  (04 2006) � HYPERLINK "http://www.illegal-logging.info/uploads/Mozambique_China.pdf" ��http://www.illegal-logging.info/uploads/Mozambique_China.pdf� 


� See the briefing note on Malaysia which accompanies this note.


� Asia Pulp and Paper – “Investigative Report on APP's Forest Destruction in Yunnan “ Greenpeace (11 2004) � HYPERLINK "http://www.greenpeace.org/eastasia/Global/eastasia/publications/reports/forests/2004/investigative-report-app-forest-destruction-in-yunnan.pdf" ��http://www.greenpeace.org/eastasia/Global/eastasia/publications/reports/forests/2004/investigative-report-app-forest-destruction-in-yunnan.pdf� 


� See the briefing notes on Papua New Guinea and Solomon Islands which accompany this note.


� See the briefing notes on Laos and Vietnam which accompany this note.


� � HYPERLINK "http://chinaaseanresources.com/index-business.html" ��http://chinaaseanresources.com/index-business.html� - this company has no prior experience of logging or rubber plantations and is closely connected with the military and Prime Minister � HYPERLINK "http://chinaaseanresources.com/2007%20Announcements/GLN20070614004.pdf" ��http://chinaaseanresources.com/2007%20Announcements/GLN20070614004.pdf� 


See also the briefing note on Cambodia which accompanies this note.


� “A Disharmonious Trade China and the continued destruction of Burma’s northern frontier forests” “Global Witness” (10 2009) � HYPERLINK "http://www.illegal-logging.info/uploads/GlobalWitnessadisharmonioustrade.pdf" ��http://www.illegal-logging.info/uploads/GlobalWitnessadisharmonioustrade.pdf� 


See also the briefing note on Burma which accompanies this note.


� � HYPERLINK "http://www.globaltimber.org.uk/gabon.htm" ��http://www.globaltimber.org.uk/gabon.htm� 


� � HYPERLINK "http://www.globaltimber.org.uk/eqguinea.htm" ��http://www.globaltimber.org.uk/eqguinea.htm� 


� Footnote 13 page 87 “Forest Law Assessment in Selected African Countries” SGS (10 2002) � HYPERLINK "http://www.forestry.sgs.com/documents/forlawassess_final_draft-2.pdf" ��http://www.forestry.sgs.com/documents/forlawassess_final_draft-2.pdf� 


� Page 19 “Sold Down the River - The need to control transnational forestry corporations: a European case study” Forest Monitor (03 2001) � HYPERLINK "http://www.forestsmonitor.org/uploads/2e90368e95c9fb4f82d3d562fea6ed8d/sold_1_.pdf" ��http://www.forestsmonitor.org/uploads/2e90368e95c9fb4f82d3d562fea6ed8d/sold_1_.pdf� 


Note: the illegality occurred before Vicwood acquired the concessions.


� First paragraph � HYPERLINK "http://www.vicwoodtimber.com.cn/en/about/chairman.asp" ��http://www.vicwoodtimber.com.cn/en/about/chairman.asp� 


� Page 33 “The ATIBT Newsletter number 20” ATIBT (summer 2004)


� � HYPERLINK "http://www.globaltimber.org.uk/congo.htm" ��http://www.globaltimber.org.uk/congo.htm� 


� Final paragraph page 2 “Briefing Note, January 07 – June 08” REM (04 2009) � HYPERLINK "http://www.rem.org.uk/documents/REM_Briefing%20note_N%C2%B01_0708.pdf" ��http://www.rem.org.uk/documents/REM_Briefing%20note_N%C2%B01_0708.pdf� 


� Socomab is owned by the wife of President Sassou Nguesso � HYPERLINK "http://www.mampouya.com/article-28254955.html" ��http://www.mampouya.com/article-28254955.html� 


� Pie charts on page 12 and penultimate paragraph, page 22 "Annual Report 2010/11" � HYPERLINK "http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf" ��http://www.hkexnews.hk/listedco/listconews/sehk/20110715/LTN20110715246.pdf�  China imported 45,000m³ of logs from DRC during the year to 31 03 2011, supplied by Sustainable Forest 36% of 139,330m³ during that period.


� Samling group (notably as Barama), Beijing Urban Construction Company (as the Bai Shan Lin group), China Timber (as Jaling and Garner) and prominent restaurateurs.   � HYPERLINK "http://www.globaltimber.org.uk/guyana.htm" ��http://www.globaltimber.org.uk/guyana.htm�  and 


Pages 16-21, 27-28 “’Red Star over Guyana‘: Colonial-style Grabbing of Natural Resources but New Grabbers” J Bulkan (04 2011)  � HYPERLINK "http://www.future-agricultures.org/index.php?option=com_docman&task=doc_download&gid=1140&Itemid=971" ��http://www.future-agricultures.org/index.php?option=com_docman&task=doc_download&gid=1140&Itemid=971�


�Clause 5 � HYPERLINK "http://www.cablegatesearch.net/cable.php?id=06GEORGETOWN1303&q=forest%20georgetown" ��http://www.cablegatesearch.net/cable.php?id=06GEORGETOWN1303&q=forest%20georgetown� 


� � HYPERLINK "http://www.globaltimber.org.uk/peru.htm" ��http://www.globaltimber.org.uk/peru.htm�  and  final paragraph page 141 “Web Proof Information Pack of China Flooring Holding Company Limited” Nature (05 2011) � HYPERLINK "http://www.china-flooring.com.hk/attachment/2011052617521517_en.pdf" ��http://www.china-flooring.com.hk/attachment/2011052617521517_en.pdf�  China Flooring is controlled from Macau.


� � HYPERLINK "http://www.globaltimber.org.uk/SustainableForest.doc" ��http://www.globaltimber.org.uk/SustainableForest.doc� 


� Sixth and seventh paragraphs � HYPERLINK "http://www.floorbiz.com/BizResources/NPViewArticle.asp?cmd=view&articleid=1930" ��http://www.floorbiz.com/BizResources/NPViewArticle.asp?cmd=view&articleid=1930� � HYPERLINK "http://www.sfisc.com/en/news_detail.asp?id=419" ��http://www.sfisc.com/en/news_detail.asp?id=419� and � HYPERLINK "http://www.anxinfloors.com/en/about.asp" ��http://www.anxinfloors.com/en/about.asp�


� � HYPERLINK "http://www.financialpost.com/news/suit+names+Sino+subsidiary/5337022/story.html" ��http://www.financialpost.com/news/suit+names+Sino+subsidiary/5337022/story.html�  and � HYPERLINK "http://www.stabroeknews.com/2011/news/breaking-news/08/30/big-trouble-for-chinese-canadian-investor-in-suriname-timber/" ��http://www.stabroeknews.com/2011/news/breaking-news/08/30/big-trouble-for-chinese-canadian-investor-in-suriname-timber/� 


� HYPERLINK "http://www.globaltimber.org.uk/suriname.htm" ��http://www.globaltimber.org.uk/suriname.htm� 


� Figure 4.1 “Overview of the Forest Sector in the Russian Far East: Production, Industry, and the Problem of Illegal Logging” A Sheingauz (12 2004) � HYPERLINK "http://www.forest-trends.org/documents/files/doc_115.pdf" ��http://www.forest-trends.org/documents/files/doc_115.pdf� 


The contours relate to 2002, since when China’s imports from Russia have greatly increased.  Logging has shifted westwards as forest in the far east becomes exhausted.


� Evading the increased export tariff will have tended to increase the proportion likely to be illegal


� Penultimate paragraph, page 8 “An Overview of the Market Chain for China’s Timber Product Imports from Myanmar” F Kahrl, H Weyerhaeuser, and S Yu (03 2005) � HYPERLINK "http://www.forest-trends.org/documents/files/doc_152.pdf" ��http://www.forest-trends.org/documents/files/doc_152.pdf� First paragraph, page 12 “Russian Logs in China: The Softwood Log Commodity Chain and Impacts on Local Economic Development”  Forest Trends (2007) � HYPERLINK "http://www.forest-trends.org/documents/files/doc_102.pdf" ��http://www.forest-trends.org/documents/files/doc_102.pdf� 


� Page 20 and two penultimate paragraphs page 19 “The Last Frontier - Illegal Logging in Papua and China’s Massive Timber Theft” EIA / Telapak � HYPERLINK "http://www.eia-international.org/files/reports93-1.pdf" ��http://www.eia-international.org/files/reports93-1.pdf� 


� Burma, Indonesia, Laos, and Papua New Guinea � HYPERLINK "http://www.cofco.com/en/about_cofco/bu_all.aspx?con_id=3346" ��http://www.cofco.com/en/about_cofco/bu_all.aspx?con_id=3346�   previous editions of this webpage included Equatorial Guinea and Mozambique; the group’s sales include parquet


� Laos, Cambodia and Papua New Guinea � HYPERLINK "http://kamhinggroup.com/EN/about.asp" ��http://kamhinggroup.com/EN/about.asp� 


� Australia, the EU, Japan, New Zealand and the USA


� There is concern that implementation of the US Lacey Act (which prohibits the possession of illegal timber) has so far had little impact on the USA’s imports from “high risk” countries and that enforcement of a similar regulation which comes into effect in the EU on 03 03 2013 is likewise designed to light – neither requires that import declarations are collected and analysed (except those of defendants in court cases).


� Source:  based on General Administration of Customs of the People’ Republic of China.  Roundwood equivalent (“RWE”) volume for furniture has been estimated notionally from import value and for other products as indicated in footnote 1 of � HYPERLINK "http://www.globaltimber.org.uk/RWEvolume.htm" ��http://www.globaltimber.org.uk/RWEvolume.htm� 


� Figure 2.1 “Russian Logs in China: The Softwood Log Commodity Chain and Impacts on Local Economic Development” Forest Trends (2007) � HYPERLINK "http://www.forest-trends.org/documents/files/doc_102.pdf" ��http://www.forest-trends.org/documents/files/doc_102.pdf�  There might be other studies, but few if any are in English.


� See Table 2.2 “China’s Wood Market, Trade and the Environment” C Zhu, R Taylor, and G Feng (2004) � HYPERLINK "http://www.panda.org/downloads/forests/chinawoodmarkettradeenvironment.pdf" ��http://www.panda.org/downloads/forests/chinawoodmarkettradeenvironment.pdf� 


� This is determined retrospectively every five years by comparing inventories of standing timber – the volume and age-profile of trees.


� Fourth paragraphs of pages 5 and 6 “China, Peoples Republic of Solid Wood Products Annual 2005” USDA FAS GAIN (07 2005) � HYPERLINK "http://www.fas.usda.gov/gainfiles/200507/146130349.pdf" ��http://www.fas.usda.gov/gainfiles/200507/146130349.pdf�  and


Table 8 and second paragraphs of pages 215 and 219 “An assessment of China’s forest resources” G Bull and S Nilsson for IFR (vol6 2004) � HYPERLINK "http://www.forest-trends.org/documents/files/doc_147.pdf" ��http://www.forest-trends.org/documents/files/doc_147.pdf� 


Clause 33 “East Asian Region Forestry Strategy” World Bank (06 2006) � HYPERLINK "http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2006/10/10/000011823_20061010160645/Rendered/PDF/376960EAP0whit1ry0Strategy01PUBLIC1.pdf" ��http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2006/10/10/000011823_20061010160645/Rendered/PDF/376960EAP0whit1ry0Strategy01PUBLIC1.pdf� 


� Cathay Forest, China Forestry and Sino-Forest


� The roundwood equivalent volume of illegal timber imported for China’s Timber and Paper Sectors respectively during 2010 was probably in the order of 15 million cubic metres (roughly one quarter of the total) and five million cubic metres (about 15% of the total).  Assuming that (1) 80% of this entered end-use in China, that 20% was exported unblended rather than as composites, (2) the remainder was exported as a blend containing 20% of illegal wood-based raw material – making the whole product illegal, (3) the illegal wood-based raw material grown in China which was exported was all included in products which include illegal imports and (4) no exports of otherwise legal products were subject to fraud, then an RWE volume in the order of 15 million cubic metres of illegal Timber Sector products and five million cubic metres of illegal Paper Sector products will have been exported during 2010.  If the illegal timber content of wooden furniture is ten percentage points less than for other Timber Sector products and the balance is distributed uniformly between those other Timber Sector products, then the export value of Timber and Paper Sector products during 2010 would have been in excess of US$ 6 billion and US$ 1.5 billion respectively – roughly the same proportions as the products imported.
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