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TECHNICAL ANNEXES
Annex A - Analysis of rates of illegal logging

Introduction

The section will assess the impact upon the VPA process and the implementation of the EUTR upon
illegal logging levels in a number of countries. Focus will primarily be on those countries currently
engaged in the VPA, although the impact of the EUTR upon other key timber exporters will also be
included. The central assessment will be on the impact on illegal logging levels, but background
information will also be provided in an overview of the countries analysed, on elements such as national
action taken to reduce illegal logging, factors influencing illegal logging rates and market relationship
with the EU.

The analysis will focus primarily on countries which are currently engaged in the VPA process, and the
impact that the process has had on their national forestry sector, such as establishing TLAS and
improved forest governance and the subsequent impact on illegal logging levels. The typically lengthy
duration of the VPA process will result in likely significant divergence in impact between different
countries at different stages of the process. Indonesia for instance has begun issuing licenses, whilst
Ghana has been almost ready for a number of years, but Vietnam has only recently entered the process,
and therefore the impact on illegal logging levels is expected to be significantly different.

In addition, three non-VPA countries - Russia, Ukraine and Myanmar - will also be assessed. The primary
aim of these reviews will be to ascertain the impact of the EUTR upon illegal logging levels within these
countries. The countries were chosen due to their importance in the global timber sector, due to their
large forest areas, and the high level of EU timber imports. There is consistent evidence within the
literature to suggest that the prevalence of illegal logging remains high in each country, showcasing the
importance of understanding the current state of play in their forest sectors.

Methodology
To assess the impact of the VPA process and the EUTR a broad range of literature has been analysed. To

determine the impact upon illegal logging levels it is preferable to analyse quantitative data over a
time period covering both pre and post the implementation of the EUTR and the initiation of VPA
negotiations. However, a review of the literature revealed an absence of a single dataset for any
specific country, which has led to challenges in determining the impact of either Regulation over time.
The analysis has therefore focussed on a number of different datasets, authored by sources such as
Chatham House, World Bank, Environmental Investigation Agency, UN-FAO, Interpol and various
national government departments. Due to the divergence in methodologies applied in different sources,
it is difficult to reliably compare results from different datasets. A list of a few of the methodologies
used in a number of the key datasets referred to is included below. To account for this, where
comparisons have been made the methodologies used to calculate the results has been stated clearly
alongside an acknowledgement that exact comparisons are not possible. It should be noted that the
availability of useful quantitative data on illegal logging rates (particularly over time) is scarce within
the data, and therefore whilst the application of this data to highlight changes to illegal logging levels
has not always been possible, it has been applied where possible.
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In addition, the analysis of illegal logging rates has also relied upon qualitative assessments of the

prevalence of the illegal activity in each country, utilising a mixture of anecdotal and case study

evidence typically put forward by NGO’s and research groups. This has where possible been used to

support the quantitative data results, but in some instances has provided the core evidence of a

particular impact.

Table A-1 Methodology of key datasets

Source Methodology

Seneca Creek Associates
& Wood Resources
International (lllegal
logging and global wood
markets, 2004)

Use of economic simulation using the Global Forest Products Model (GFPM) to determine the
changes in wood production, consumption and trade flows that might result from constraining
“illegal” volume. Analytical assumptions regarding illegal logging have been applied to the

model based upon literature and field research.

World Bank
(Strengthening Forest
Law Enforecment and

Governance, 2006)

The data taken from the World Bank has been collated through different sources, such as the
FAO, although the exact methodology used to determine the final logging levels is difficult to
determine the FAO prioritises the use of diagnostic surveys, the use of NGO’s as information

sources and industrial wood input-output estimates.

Chatham House (Tackling
Illegal Logging and the
related trade, 2015)

Calculates illegal logging as a % of total timber production, which utilises a different approach
for each country being assessed. Common approaches used include the use of expert perception
surveys, illegal logging estimates from other reports and wood-balance analysis previously
undertaken by Chatham House. An estimate using the data collected through these different

approaches has then be used to calculate the final level of illegal logging in each country

Global Forest Watch
(2019)

Use of satellite data and developed algorithms. Tree loss data (referred to in the report) uses

one algorithm covering 2001-2010 and another covering 2011-2018.

Preferred by Nature
(2020)

A local expert develops the first draft of the assessment which is then reviewed by Preferred by
Nature experts. A series of steps are followed to raft the risk assessment, including, identifying

relevant legal authorities and required documentation and describing the risk of illegality.

Forest Trends (ILAT Risk,
2020)

Forest Trends has used independent indices to understand whether countries are consistently
ranked relative to one another in terms of corruption. The ILAT Risk Data Tool also draws on
three main and inter-related “risk” categories: (a) political governance risk; (b) risk of product

association with armed conflict; and (c) risk of export in violation of export bans.

Chatham House (Forest
Governance and

Legality, 2020)

Forest Policy: An assessment was undertaken of each country’s forest policy framework to
evaluate the government’s response to illegal logging. A standard list of questions was used in
the policy assessment and answers were scored against three criteria: if the policy exists (0-2),
how well designed it is (0-5) and how well implemented it is (0-5). For each of the countries, an
in-country a partner undertook the assessment, each following the same set of guidelines. The
scores were then reviewed by Chatham House researchers and peer reviewers and amended

where necessary.

UN-FAO (2020)

Dataset collected by Landsat Satellite network. The data provides the estimated number of
hectors of forest area between the years of 1990 - 2020. Further to this, a quality assurance
process as defined by the Intergovernmental Panel on Climate Change (IPCC) guidance on land

assessment was used.

Trinomics &
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Table A-1 above highlights the divergence in reporting methods used across sources to record illegal
logging levels. It is therefore important to keep in mind the limitations to accurately comparing data
between one source and another throughout the country analysis.

Overview of lllegal Logging in VPA Countries

There have been several attempts to estimate illegal logging and related timber trade. Most of these
estimates have focused on illegal production (the definition of which varies across countries) and
international trade of timber for commercial use. Illegal logging, timber production and timber export
estimates in VPAs countries from different sources are presented in Table A-2. Although the sources are
limited by the lack of data for recent years and therefore the impact of the VPA, they are useful to

ascertain the prominence of illegal logging prior to the VPA process.

Table A-2 % of lllegal logging, % of Timber production and % of Timber exports

Source

(World
X Bank,
(Seneca Creek Associates & 2006) (Chatham House, (Chatham House,
VPA Country Wood Resources iliegal 2015)% of total 2015)
Intern'ational, 2904) % of Vo (36 timber production - % of timber exports -
illegal logging el ey 2013 2014
production
Cameroon 50% 50% 65% 27%
Central African
Republic )
Congo - - 70% 66%
Ghana 34%-60% - 70% 28%
Indonesia 70%-80% 70%-80% 60% 63%
Liberia 80% - - -
Vietnam 20%-40% 20%-40% - 14%

Prior to comparing the levels of illegal logging across different sources, it is important to outline the
different methods used to calculate the rates. Seneca Creek Associate & Wood Resources International
have calculated illegal logging rates through the use of an economic simulation using the Global Forest
Products Model (GFPM) to determine the changes in wood production, consumption and trade flows that
might result from constraining “illegal” volume. Analytical assumptions regarding illegal logging have
been applied to the model based upon literature and field research. Chatham House have used a
different methodology in calculating illegal logging as a % of total timber production, which utilises a
different approach for each country being assessed. Common approaches used include the use of expert
perception surveys, illegal logging estimates from other reports and wood-balance analysis previously
undertaken by Chatham House. An estimate using the data collected through these different
approaches has then be used to calculate the final level of illegal logging in each country. A similar
methodology has been used for the data underpinning the % of timber trade exports. The data taken
from the World Bank has been collated through different sources, such as the FAO, although the exact
methodology used to determine the final logging levels is difficult to determine the FAQO prioritises the
use of diagnostic surveys, the use of NGO’s as information sources and industrial wood input-output
estimates.

Bearing in mind the different approaches used for most of the VPA countries, and where data is
available, Table A-2 shows a relative stability in the estimated amount of illegal logging, but it is
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difficult to make accurate comparisons due to different methodologies, which will be further detailed

below. However, it can be observed that for most of these countries, exports tend to rely on legally

harvested timber to a greater extent than local production (Chatham House Report, 2015). This fact

might not be necessarily a result impact of the EUTR or FLEGT Regulation implementation but may be

related to the structure of the internal market of these countries or follow more general global trade

trends. If the internal market is unable to supply the level of timber required for domestic needs,

countries will be forced to import the required timber, and similarly overproduction within the internal

market will lead countries to look outward towards export markets. The extent to which the state of

internal market has influenced the impact of the EUTR or VPA process can be investigated when

consulting timber market experts from these countries during the stakeholder consultation activities.

Risk profiles of VPA countries

Table A-3 presents the risk profile of a number of countries engaged in the VPA process. The timber risk

score is outlined in the second and third columns. The fourth column provides detail on illegal logging

as a % of total production, with the fifth column providing contextual data on timber imports to the EU.

VPA countries are, according to the Preferred by Nature scoring system (Preferred by Nature, 2020),

mostly ranked as high-risk countries for illegal logging.

Table A-3 Risk profile scoring of VPA countries

VPA countries

(date of entry into
force)

Timber illegality
risk (Preferred by
Nature, 2020)

ILAT Risk Score &
Category
(Forest Trends, n.d.)

Quantitative assessment of
illegal logging (Range based
on Table A-2

50%-65% of total production

EUTR annex product
imports to EU
(2018) in tonnes

C 2011 22/100 - high risk 80.8 (Higher Risk 311,105
ameroon ( ) igh ris (Higher Risk) (27% of total exports)
Central African 22/100 - high risk 84.1 (Higher Risk) n/a 22,219
Republic (2012) 8 (e '
No Preferred by
Nature indicator 86.6 70% of total production
Congo (2013) ature _ (Higher Risk & Conflict ° P 9,146 4
high risk according (66% of total exports)
State1)
to the US EIA
Ghana (2009) 3'5/109 - relatively 55'.9 ' 70%% of total production 24,687
high risk (Higher Risk) (28% of total exports)
Ind ia (2014) -
hdonesia ( . ) No score - denoted 51.5 60%-80% of total production
FLEGT Regulation as FLEGT count (Higher Risk) (63% of total exports) 586,520
licensing (2016) i g ’ P
Y . . 76.5 (Higher Risk & .
Liberia (2013) 22/100 - high risk . 80% of total production 5,822
Conflict State)
31/100 - relativel 64.5 20-40% of total producti
Vietnam (2019) relatively © of tota produiction 229,010

high risk

(Higher Risk)

(14% of total exports)

Note: ILAT (Illegal Logging and Associated Trade)

The brief overview of the prevalence of illegal logging within VPA countries has identified the challenge
in assessing the impact of the EUTR or VPA process upon illegal logging levels over a period of time due
to the lack of a single source analysing the changing impact. The Chatham House report (Chatham
House, 2015) does attempt to provide an overview of the impact of illegal logging across VPA countries
through an analysis of the share of illegal imports from VPA countries into the EU, which shows a steady
decrease between 2004 - 2014. However, the data is limited, as shown in the methodology report
(Chatham House, 2014), by the lack of data for 2014 onwards and because of the limited scope of

1 Based on the World Bank Harmonized List of Fragile Situations (2019)



Service contract on EU policy on forest products and deforestation - Annexes to the interim report Trlnomlcs '

countries included. The report does not assess trade from all VPA partner countries, and exports to the
EU are only considered for the U.K, France and Netherlands. The use of a number of sources has
therefore been used, but there are difficulties in comparing illegal logging levels across datasets due to
the inconsistent methodologies used. It is however clear from the overall assessment conducted that
there remains a high risk if illegal logging within VPA counties, with high - moderately high levels of
illegal logging generally reported across sources and high risk scores attributed to almost all countries.
The lowest levels of risk have however been attributed to Indonesia, which is the only state assessed
not to be deemed at least relatively high risk by Preferred by Nature. Considering that Indonesia is the
only country to have begun issuing licensing this could indicate a possible reduction in risk due to this

approach, but it is difficult to confirm the exact level of impact the licensing has had.

In addition to Table A-3, further indicators relating to illegal logging for VPA partner countries is
provided below (Chatham House, 2019). The rating system used by Chatham House allows for an
understanding on how forest governance has changed since 2009, through an assessment of the
institutional and policy frameworks for the relevant national sectors. The scale used below to rank each
section includes the categories failing, weak, fair, good and very good.

Table A-4 Forest Governance Indicators

VPA Legal and Institutional Tenure & Resource
Regulating Demand Transparency Rule of Law

Countr Framework
Year 2008 2013 2018 | 2008 | 2013 | 2018 | 2008 2013 2018 2008 | 2013 | 2018 2008 | 2013 | 2018
Cameroon Weak | Weak | Weak | Good | Good | Good | Weak | Weak | Failing | Fair | Good | Good Fair Fair | Good
Ghana Fair Good Fair | Good | Good | Good | Weak Fair Weak | Good | Good | Good Fair Good | Good
Democratic
Republic of Weak | Weak Fair Fair Failing | Failing Weak | Weak - Fair | Weak
Congo
Republic of

Weak | Weak Fair Fair Weak | Failing Weak | Fair - Fair Fair
Congo
Indonesia Weak Fair Good | Weak | Fair Fair | Weak | Weak Fair Weak | Good | Fair Weak | Good | Good
Vietnam Failing | Failing | Fair Failing | Weak | Weak - Failing | Fair Fair

The table shows that there has been a clear general trend towards improved forest governance for all

countries since 2008. Although no clear link between this improving trend and the VPA process (or

EUTR) has been reported, it appears that the regulations are having an impact. It is important to note

however that Vietnam has also shown signs of improved forest governance between 2008 - 2018,

despite not engaging in the VPA process until 2019. This suggests that there are also other factors

influencing the evident improvements.

One note is that the ranking of ‘good’ for rule of law in Cameroon appears to be unjustified considering
the Legal and Institutional Framework is categorized as ‘Weak’. To provide additional context and
clarification, the rule of law ranking has been based upon three sub-categories which in accordance
with the Chatham House methodology (Chatham House, 2019) assigned the following scores - ‘Checks
and balances: Good; ‘Timber Tracking and chain of custody: Fair’ and ‘Law enforcement: Good’. It was

as a result of these scores that the final grade for Rule of Law was considered to be ‘Good’.
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Analysis of trends (FLEGT Dashboard, 2021) from the Corruption Perception Index has however
indicated that there does not appear to be any significant correlation between average Corruption
Perception Index score and VPA status, although there is a slightly higher average CPI in pre-VPA
countries than those in the process of negotiating or implementing a VPA. Although this suggests that
involvement in the VPA process may help to reduce perceived corruption, the CPI of FLEGT licensing
countries (Indonesia) is also higher than those negotiating or implementing a VPA, suggesting that this

impact may be limited.

The next section will provide a more detailed overview of the illegal logging levels in a number of VPA

partner countries, assessing the specific challenges and action taken in each country.

Overview of VPA Countries

Indonesia

The VPA entered into force in May 2014. Indonesia has also started issuing FLEGT Regulation licensing
for shipments as of November 2016 and became the first country to do so. The country is issuing legality
certificates (V-legal document) for timber harvested legally for timber exported globally.

The ILAT 2020 Risk Score is 51.5 which still falls under the category for a higher risk (50-100) timber
importing country, falling just above the lower value of 50.

Since the entry into force of the VPA, production has remained stable (<1% change) (2014 to 2018),
while exports have somewhat increased over the same period (13% increase from 2014 to 2018). Over
the same period, tropical wood exports (HS44) to the EU have dropped by approx. 50% since the VPA
entered into force.

The Indonesian Independent Forest Monitoring Network (JPIK) reported on the positive impact of
Indonesia’s timber legality assurance system (SVLK), for example through improving good forest
governance (FLEGT.org, 2018), which has typically been a beneficiary of the VPA process also. The
report highlighted some continuing challenges and further improvements that are necessary to ensure
credibility and accountability in the timber legality system, including the continuation of independent
monitoring. It has noted that a series of seizures had taken place in Indonesia between December 2018
and February 2019, totalling 422 containers of illegally harvested timber originating from Papua and
Maluku (UNEP-WCMC, 2019). The seized timber included valuable species such as merbau and Moluccan
ironwood. A representative of the Indonesian Ministry of Environment and Forestry confirmed that all of
the confiscated shipments lacked valid documentation. The Indonesian NGO Forest Watch Indonesia
voiced concerns that the recent seizures signalled an increase in illegal logging from the relatively
pristine eastern regions of Papua and Maluku. In addition, Mongabay (UNEP-WCMC, 2019) reported that
some of the seized timber had been traced back to SVLK-certified companies and noted that the SVLK
system contained chain-of-custody loopholes that enabled laundering of uncertified timber through
certified sawmills. The report further noted that the Environment Ministry’s Department of Sustainable
Forest Products had found evidence of three companies having exploited this loophole. Other
illegalities highlighted in the report included use of farmers’ groups as fronts for harvesting in non-
forest areas that would otherwise be off-limits to commercial logging, and the exploitation of
abandoned concessions (UNEP-WCMC, 2019).
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The levels of illegal logging in Indonesia prior to the ratification and implementation of the VPA was
high. The Indonesian Ministry of Forestry estimated that the country lost between 1.6 million and 2.8
million hectares of forest annually (between 3 and 5 hectares/ minute) to illegal logging and land
conversion in the years preceding 2010 (UN, 2010). This is supported by data showing that in 2013 the
estimated level of illegal logging in Indonesia was 60%. (Chatham House, 2015). One report in favour of
(Centre for International Forestry Research, 2020) assessed the impact on illegal logging in Indonesia
through the use of a survey of expert participants within the country, analysis the change in illegal
logging in Indonesia from pre-VPA involvement to present day and the issuing of licenses. There was
broad agreement from Indonesian participants that levels of illegal logging had decreased, and this was
particularly the case in forests which had been mandated to adopt sustainable forest management. The
results of the survey indicated not only a reduction in illegal logging, but an increase in legally felled
timber, as participants felt that the share of national timber production exploited with a legally
obtained permit has also gone up. It is important to note however that the report was limited by its
reliability on data collected through surveys, and the relative absence of quantitative data to support
the views put forward. The report does acknowledge that there remains a need to better quantify
illegal logging rates and ensure the use consistent methodologies (across VPA countries) which would
help to provide more robust data.

Although illegal logging remains a concern in Indonesia, there is some evidence of progress. In 2015,
following the issuing of FLEGT licenses, it was estimated that 30% of timber felled was illegal, a
significant reduction from approximately 80% in 2006 (TEREA, 2016). Further to this, evidence has
suggested that deforestation is in decline, signalling a probably (although not confirmed) decrease in
illegal logging. Data from Global Forest Watch has however shown that primary forest lost within
Indonesia has decreased significantly since 2016, from 929kha in 2016 to under 400ha in each year
between 2017-2019, following a decreasing trend (Global Forest Watch, 2019). Although this data does
not specify levels of illegal logging, the sharp fall in forest loss since the emergence of FLEGT
Regulation licenses suggests the Regulation has had an impact. Further analysis has shown that post the
implementation of the VPA annual deforestation rates have steadily decreased from 1.1 million
hectares in 2014-15, to 630 000 hectares in 2015-16, and 480 000 hectares in 2016-17 (EU FLEGT
Facility, 2017). Although this data similarly doesn’t account specifically for illegal logging, analysis of
the data can infer the same conclusion It is important to note the challenges in assessing levels of both
deforestation and illegal logging. Although the sources noted above (Global Forest Watch & EU FLEGT
Regulation Facility) have both described a declining trend in deforestation in recent years, the opposite
trend has been observed through UN-FAO data (UN-FAO, 2020) which shows that the deforestation rate
has begun to increase in the years 2010 - 2020.

However, as the data has also shown that the decline in illegal logging began as early as 2000,
suggesting that progress has not been entirely related to the EUTR or FLEGT Regulations. This decline
can be attributed to a number of activities which were taking place prior to Indonesian involvement in
the VPA process. In 2001, Indonesia hosted a regional conference which helped to highlight globally the
challenge of illegal logging, culminating in the Bali Declaration on Forest Law Enforcement and
Governance. Following on from this, as early as 2003 development of an operator-based timber control
system for timber exports (SVLK) had begun, which would later form the basis of the timber legality
assurance system of the VPA. This effort to define timber legality within Indonesia in 2003 highlighted
the ambition of the Indonesian government to tackle illegal logging in the years preceding their
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engagement with the VPA process. The adoption (2009) and revision (2010) of the SVLK Regulation both
also occurred before the VPA process has been concluded (EU FLEGT Facility, 2019)

Ghana

Ghana was the first country to sign a VPA in December 2009. Although there has been a decade of
history since implementing the VPA, Ghana is still perceived as a relatively high-risk country (Table A-3)
for illegal timber exports. The total timber production in Ghana is estimated at 10.2 million m3 of
timber products with 1.7 million m3 of that destined for exports mostly going to African countries,
China, and India. The proportion of trade to these countries is increasing, while trade to

‘environmentally sensitive’ markets such as the EU and USA is decreasing.

In terms of illegal logging, a 2014 survey of experts' perceptions estimated illegal logging at 49% of total
log production and the total timber harvest is considered to be significantly larger than the allowable
volumes (Chatham House, 2014). In support of the perception of high levels of illegal logging, the
chainsaw logging that supplies over 70% of the domestic market was considered in 2015 to be largely
illegal (EU FLEGT Facility, 2015).

A recent investigation (UNEP-WCMC, 2019) reported violation of the rosewood (Pterocarus erinaceus)
trade ban in Ghana in July 2019, although allegations were disputed by the Ghanaian government. It
was estimated that in recent years over 540,000 tons of rosewood were illegal harvested and imported
to China whilst harvest and trade bans have been in effect, following the uncovering of a large,
institutionalized timber trafficking scheme. In response to EIA’s estimate of six million rosewood trees
(over 540,000 tonnes of rosewood) exported from Ghana to China since 2012, the Forestry Commission
stated that exports over the period March 2012 to May 2019 instead represented approximately 257,230
trees. The Ghanaian government has established a Committee (EIA, 2019) to investigate allegations of
corruption in rosewood trade in Ghana, announced in August 2019.

Further, a study conducted by BVRio Institute (BVRio, 2017) identified a number of fraudulent practices
in timber production in Ghana, relating to inter alia: granting/use of illegal permits; logging without a
permit, in excess of approved yields or outside permitted areas; non-payment/reduced payment of
royalties and harvesting fees; and non-fulfilment of Social Responsibility Agreements (SRA) between
logging companies and local communities or landowners.

The evidence of the impact upon initiating VPA negotiations and the effect of the EUTR upon illegal
logging in Ghana is mixed. Through the VPA process Ghana has established a timber legality system
consisting of five key components - defining legality; supply chain control; verification of compliance;
FLEGT licensing and independent monitoring. One of the resulting successes is considered to be a
commitment from Ghana to tackle the drivers of illegal logging through legal and policy reforms.
Further to this, legal reform ensured that there was a clearer definition of illegal timber in Ghana, a
key step in ensuring it can then be reduced. However, a recent pivot away from the EU and towards
China and India has begun to reduce the political will to implement further reform. This evidence used
to assess the impact of legal reform was however primarily from secondary sources, compliment with
interviews and focus groups. Although the report (Tropenbos International , 2018) presents a balanced
argument on the impact of the VPA process, the absence of statistics to show the impact on illegal
logging has limited the usefulness.
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Although Ghana is yet to begin issuing licenses, there is a view that the success of VPA’s is related not
solely to the issuing of licenses, but also through additional developments, such as the impact upon
governance of forests (EU REDD Facility, 2017). In the past decade the prevalence of illegal logging is
said to be in decline (according to one BVRio official) as a result of initiatives such as the Ghana Timber
Transparency Portal which was developed as part of reforms agreed under the VPA (Civic Response,
2020).Additional measures to combat illegal logging have been gradually introduced, such as the
introduction of small scale timber permits (EU FLEGT Facility, 2018) which have been implemented
through new Regulation, but it is unclear whether this was a direct result of VPA negotiations.

An estimated increase in logging taxes collected by the Ghanaian government of up to 640% (Civic
Response Ghana, 2017) has been attributed to the VPA process, and indicates a probable shift towards
legal practices. Further successes have also been linked to the VPA process, such as the establishment
of a high quality traceability system and improved traceability and access to information for Ghanaian
stakeholders (Tropenbos International, 2018). This is supported by an argument put forward (Centre for
International Forestry Research, 2020) that Ghana has already begun to accrue benefits in the form of
decreased illegal logging despite not having begun to issue licenses. One limitation of the report
however is the reliance upon survey analysis of potentially subjective responses in the place of more
quantitative hard data. Whilst the survey analysis points to a decrease in illegal logging activity, the
report does not explain the theory of change or test the causal links between the ongoing VPA

negotiations and the impact on illegal logging, which is a limiting factor to the evidence.

However, despite some apparent success, an increase of approximately 60 - 70% in deforestation of
primary forests between 2017 - 2018 was reported (based on Global Forest Watch data), much of which
occurred in protected areas and forest reserves (Mongabay, 2019). This estimate however focused on
primary forest area only, which UN-FAO data suggesting that overall deforestation has declined in
Ghana in recent years (UN-FAQO, 2020), which has been referenced elsewhere within the deforestation
analysis of the report. This figure (and the methodology used) was disputed by the Ghanaian
government which believed the figure to be closer to 31%. A recent, more specific investigation into
illegally harvested Rosewood, highlighted the consequences of illegal harvesting and the failure at
government measures to prevent this (Dogbevi, 2020). Both the Mongabay (2019) and Dogbevi (2020)
investigations have highlighted the continued prevalence of illegal logging, and the only partial
effectiveness of government measures.

The analysis has revealed a lack of clear quantitative data concerning precisely how illegal logging
levels have been impacted by the EUTR or the ongoing VPA process. The evidence available within the
literature more typically provides broader approximations of illegal logging at a particular point in
time. The absence of a source detailing a consistent overview of changes to illegal logging over time
has made it challenging to identify the impact of initiating VPA negotiations. In addition, there is
currently no source available within the literature which has systematically tried to assess the impact
of either the EUTR or FLEGT Regulation. The conclusion which can be made from the analysis is that
illegal activity has continued to persist, although it does not appear the risk is as high as in some other
VPA countries.

Cameroon

Whilst the VPA entered into force in December 2011, the VPA is failing to make significant progress to
date, including in the development of TLAS (UNEP-WCMC, 2020). Cameroon is still perceived as a high
risk country for timber imports, as shown in Table A-3.
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Cameroon produced 21.8 million m3 of timber products in 2019, a significant increase compared to the
11.6 million m3 produced in 2011 (an 87% increase). Over the same period overall exports increased
from 4.9 to 6.7 million m3 (a 37% increase)? despite tropical wood exports (H544) to the EU dropping by
35% according to Eurostat data.

It has been estimated previously that 33% of overall log production (2013) and 65% of timber production
(2015) were the result of illegal logging (UNEP-WCMC, 2020). More recently, there are a number of
examples within the literature of illegal logging activities taking place within Cameroon. A few key
examples can be found within reports by (UNEP-WCMC, 2020); (Environmental Investigation Agency
(EIA), 2020) and (CIDT, 2018). In addition, BVRio Institute (BVRio, 2018) have outlined a number of
fraudulent practices such as logging without a permit, concerns with the allocation of timber rights and
operational illegalities.

The qualitative evidence of fraudulent practices in place in the Cameroonian forest sector has shown
that illegal logging remains in existence. This is supported by conclusions from a Chatham House study
which stated that the existence of illegal logging remained widespread within Cameroon (Hoare,
2015a). It is important to note that the data in the Chatham House study was based around perceptions
presented in a survey from experts rather than through primary data collection, and is was not based
upon robust, scientific analysis. A separate Chatham House study (Hoare, 2015b) estimated illegal
logging to have represented 65% of total timber production in Cameroon in 2013, which was noted as
representing a worsening situation within Cameroon (although no further statistics provided as to the
extent of this).

Overall, although the literature is consistent that illegal logging remains in existence despite the
initiation of the VPA process, the exact levels of this logging remain unclear, and there is a lack of
quantitative data to assess how illegal logging has changed over time. One argument put forward is that
this could be linked to the relative early stage that Cameroon remains in within the VPA process
(Centre for International Forestry Research, 2020). The report uses surveys in thee VPA countries
(Indonesia, Cameroon and Ghana) to assess the impact of VPAs upon illegal logging on countries in
different stages of the process. Participants to the survey noted that the reduction in illegal logging
was least prevalent in Cameroon comparative to the other partner countries. The results of the
differing impacts have been attributed in part to the early stage of the process Cameroon is currently
in. One further interesting aspect of the available literature is that reports of illegal logging have been
signalled by the government, a possible consequence of improved transparency as a result of the VPA
process, which encourages improved transparency as it does participation of civil society. Government
action has also been reported through the literature to tackle illegal logging, although it is not possible
to ascertain whether this is due to the VPA process. There is some evidence, however, that the VPA
process has helped to facilitate collaboration between MINOF (a leading Cameroonian forest agency)
and local NGO’s (CIFOR, 2016). Increased cooperation between these stakeholder groups is expected to
help reduce corruption and help support the necessary forest governance to tackle potential illegal

logging.

2 ITTO data - Primary wood products
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Central African Republic (CAR)

Although the VPA entered into force in July 2012, the progress made since has been limited, with a lack
of financial resources and weak government presence in a number of forest amongst the reasons cited
for the lack of progress (Logging Off, 2020). In addition, the timber illegality risk score published by
Preferred by Nature (Preferred by Nature, 2020) has stayed at 22 out of 100 in 2017 and the ILAT 2020
Risk Score is 84.1 (Higher Risk), which is perceived as a high-risk country for illegal timber imports,
highlighting the lack of progress.

The country is considered to have major governance problems which have prevented CAR from
effectively eliminating illegal conduct (Forest Legality Initiative, 2013). Since the entry into force of
the VPA, timber production has decreased from 2.4 in 2012 to 1.96 in 2018 million m3 (18% decrease)
while exports went from 0.6 in 2012 to 1.3 in 2018 million m3 (129% increase). However, tropical wood
exports (HS44) to the EU have decreased by roughly 11% (18 thousand tonnes in 2012 to 16 thousand
tonnes in 2018). Timber products are mainly exported to Europe, China and North America and within
Africa to Cameroon and Chad.

Earthsight research finds that, six years after EUTR was introduced to curb illegal timber imports, the
trade in suspect wood from Africa continues as indicated by their investigation of French imports
(Earthsight, African timber from firms linked to bribery, conflict and illegal logging floods into France,
2019). During a visit in May 2019 to the port on the outskirts of La Rochelle, Earthsight found logs
originating from Central African Republic (CAR), Democratic Republic of Congo (DRC), Liberia and
elsewhere linked to firms implicated in illegal deforestation, bribing governments and environmental
abuses. The report named a number of French importers implicated in trade with African companies

alleged to be involved in illegal activities.

To combat illegal timber practices the country has engaged with the Central African Forests Initiative,
which aims to protect forests in Central Africa. As one of six partner countries the program helps
combat illegal logging through the administration of grants to support good forest governance. Despite
this, the practice of illegal logging has persisted (Earthsight, 2019). In recent years the largest logging
operator (SEFCA) was accused of breaching cultivation limits (Earthsight, 2019) and of bribery for
instance to pass roadblocks or protect their logging sites (Global Witness, 2015). This has been
supported by evidence suggesting that the prevalence of illegal logging has led to a loss to the national
or local government of millions of dollars of income per year (Junior et al, 2016).

Despite clear anecdotal evidence of the occurrence of illegal logging, analysis of the literature has not
provided quantitative support for the evident practices occurring, and the true incidence of illegal
logging, and the impact of the EUTR and the VPA process is hard to determine. Similarly, to other
nations engaged in the VPA process, it is difficult to assess the impact of the process due to a lack of
quantitative evidence of changing illegal logging levels since its implementation. There has however
been comparatively limited evidence of progress made by the CAR government to curtail illegal logging
contained within the reports assessed through the literature. The lack of tangible action reported to

combat illegal logging has suggested limited impact from the VPA process.

1
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Congo (DRC)

Although the VPA entered into force 2013, seven years later Congo is yet to begin issuing licenses.
Congo is perceived as a high-risk country for illegal timber imports as per the ILAT 2020 Risk Score of
86.6 (Higher Risk).

It is considered as a conflict state based on the World Bank Harmonized List of Fragile Situations (2019),
and the investigations of US Environmental Investigation Agency (US EIA). This is relevant because the
weak institutional capacity and unstable governance within conflict countries can help increase the
opportunities for the illegal exploitation of forest resources (Forest Trends, 2020).

US EIA has investigated the logging sector in the Congo and Gabon, countries that together account for
approximately 60 percent of the total area under forest management in the Congo Basin. The findings
from this investigation were significant in highlighting the ongoing challenges of illegal logging in
Congo, as well as the actions which need to be taken, such as an anti-corruption and tax evasion
crackdown, strengthening of regulatory frameworks and measures to improve transparency (EIA, Toxic
Trade: Forest Crime in Gabon and the Repbublic of Congo and Contamination of the US Market, 2019).

Chatham House (Chatham House, 2015) estimates that 70% of timber production is illegal, of which
illegal practices in concessions account for 50% and illegal chainsaw logging for 20%.

The EIA’s findings (EIA, Toxic Trade: Forest Crime in Gabon and the Repbublic of Congo and
Contamination of the US Market, 2019) indicated large-scale, high-level corruption on the part of Dejia
Group companies (controlling nearly 1.5 million hectares of forest concessions in Gabon and the
Republic of Congo). EIA found that illegally sourced timber from Dejia is contaminating European and
US markets, despite their laws prohibiting the import of illegal timber. The report further claimed that
there is a non-level European playing field benefitting traffickers as important differences exist in
practice in terms of enforcement among Member States (MS) (a “soft” enforcement approach is
attributed to Competent Authorities (CAs) in Belgium, France, Greece, Italy, and Spain). This has a
bearing on how effectively the EUTR can protect European markets from illegal timber.

Since the entry into force of the VPA, timber production has decreased slightly from 8.0 to 7.8 million
m?3 (2% decrease from 2012 to 2018). In the same period (2012 to 2018), exports increased from 2.5 to
3.4 million m3 (37% increase) even as tropical wood exports (H544) to the EU have decreased by about

60% in the same period.

Although the Chatham House report (Chatham House, 2015) has indicated the high level of illegal
timber production within the Republic of Congo, the statistics provided have not been further
supported through quantitative analysis elsewhere in the literature. This is likely due to a lack of
verifiable sources within the literature which have detailed illegal timber logging through quantitative
analysis, although it is evident through qualitative assessments that illegal logging has existed. The
country has however recently adopted law 33 of the forest code which will introduce a range of new
measures such as a production sharing regime (obliging companies to deliver physical quantities of logs
to the state) and the obligation for companies to certify the legality of their exploited and processed
products. (ATIBT, 2020). It is too early to analyse the impact the new measures will have on illegal
logging rates.
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Liberia

Liberia began to enforce the VPA process in 2013, and although the nation is yet to begin issuing
licenses some progress has continued to be made. The Joint Implementation Committee (JIC) has for
instance praised the Liberian legal framework for benefit sharing from logging (FLEGT Independent
Market Monitor, 2020) and the 2018 Land Rights Act has supported local control of forest resources (SDI,
2019). However, there is still a way to go, evidenced by the fact Liberia is still perceived as a high-risk
country for illegal timber imports as per the timber illegality risk score (22 out of 100 in 2017)
published by Preferred by Nature (Preferred by Nature, 2020) and the ILAT 2020 Risk Score of 76.6
(Higher Risk). It is considered to be a conflict state based on the World Bank Harmonized List of Fragile
Situations (2019), which as noted within the Congo overview this can increase the opportunity for illegal
logging (Forest Trends, 2020).

Most timber produced in Liberia (approx. 2 million m?) is used domestically with only 0.33 million m?
diverted to exports (16%) in 2019. Of the timber that is exported, most goes to China and small
proportions go to other Asian countries and to Europe. Since the entry into force of the VPA, production
has remained relatively steady (6% increase) while exports have increased more significantly (35%

increase).

The level of deforestation in Liberia has remained high, as over the last 25 years it is estimated that
the forested area of the country has decreased by approx. 0.7% per year (Preferred by Nature, 2020).
This does however not necessitate that illegal logging level has been responsible, with the data not
stating the levels of deforestation attributed to either legal or illegal logging.

The NGO Volunteers to Support International Efforts in Developing Africa (VOSIEDA) released the
findings of an Independent Forest Monitoring (IFM) investigation into the activities of a US company in
Numopoh Community Forest, Liberia. VOSIEDA reported that the US company violated its community
forest management agreement with Numopoh Community, including logging in areas beyond allocated
boundaries and failure to pay land rental and cubic metre fees owed to the community (VOSIEDA,
2018). The report also suggested that Liberia’s Forestry Development Authority (FDA) lacks capacity to

effectively monitor forest contracts.

A study conducted by the BVRio Institute (BVRio, 2017) identified the following types of fraudulent
practices used by operators in Liberia:
e Contracts/permits with overlapping tenure periods and borders:
o Issuing permits/contracts with tenure periods beyond the legally allowed timeframe.
Forest Management Contracts (FMCs) are issued for a period of 25 years but can be
extended based on the contract holder’s justification. The extension periods are generally
in multiples of 5 years. Timber Sales Contracts (TSCs) are given for a maximum 3 years
and Private Use Permits (PUPs) allocated for 5 years;
o Issuing permit/contract with borders (coordinates) conflicting with nearby areas and
sometimes overlapping with other contracts/permits.
e Side-stepping legal process and requirement:
o Connivance with forest authorities to issue contracts, especially FMC and TSC, through
non-competitive processes;
o Avoiding the requirements of a FMC by operating though several PUPs, which have less

strict requirements;

13



Service contract on EU policy on forest products and deforestation - Annexes to the interim report TrlnomICS L4

o Violation of legal requirements for issuing permits especially PUPs. A common example is
issuing PUPs without an environmental impact assessment;
o Forest authorities issuing annual harvesting certificates without fully complying with legal
requirements.
e  Timber theft:
o Logging without a permit;
o Harvesting of protected species or in protected areas; and
o Harvesting volumes exceeding the approved yield.
e  Third-party rights:
o Logging without Social Agreements and/or with Social Agreement not fully implemented;
o  Working with Social Agreements not approved by affected communities;
o Social agreements are agreed on false pretences. Individuals from the community may
wrongfully claim to be members of the Community Forestry Development Committees
(CFDC); and
o Not Paying or paying unjust compensation for the land.

Although Liberia has not completed the VPA process, progress has been made through the current
negotiations to address illegal logging activity, for example, strengthening the capacity of the Liberian
Forestry Development Authority and promoting regulation such as the Liberia Code of Harvesting
Practices (EU FLEGT Facility, 2017).

Although action has been taken to combat illegal logging levels through the VPA process, literature
reviewed has provided a lack of quantitative evidence to support whether or not the process has had an
effect since 2013. Despite the lack of available statistics, some qualitative evidence has suggested that
reforms in Liberia’s forest sector have not been successful, and that illegal logging remains
commonplace (Global Witness, 2017). However, it is difficult to conclusively determine the impact of
either the EUTR or ongoing VPA negotiations on actual illegal logging levels.

Vietnam

The VPA agreement with Vietnam entered into force on 1 June 2019. The country is a major timber
importer, importing large volumes of timber products from about 80 countries. These are used to
produce secondary timber products that are then exported to the EU and other developed markets (EU
FLEGT FAcility, 2020). Since the VPA’s entry into force is quite recent, there are no data available to
establish the development of timber production and trade volumes since.

In 2019, Vietnam produced 136.7 million m? of timber while it exported about 6.7 million m?3 (approx.
5%). Tropical timber exports (H544) to the EU in 2018 were about 20 thousand tonnes.3

Illegal logging and trade in illegal timber is a serious problem in Vietnam. Between 30 and 50 thousand
violations are reported per year, and the volume of high-risk imports in 2013 was estimated to be 2.3
million m3 (about 18% of the year’s timber imports) and about 14% of exports are estimated to be illegal
(Chatham House, 2015).

3 ITTO data
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Early studies conducted by Seneca Creek Associates and Wood Sources International (in 2004) and the
World Bank (in 2006) estimated that 20-40% of the country’s timber came from illegal sources (Seneca
Creek Associates & Wood Resources International, 2004) (World Bank, 2006).

Although the VPA agreement with Vietnam only recently entered into force, there have been early signs
of tentative progress. The joint implementation framework (European Commission, 2017) outlined that
the VPA will involve the operationalisation of a Vietnam Timber Legality System, which was then
implemented in October 2020. However, although a sign of initial progress, the system has attracted
criticism that its remit is too narrow and environmental protections have not been adequately included
(FERN, 2020). Further to this, the independence of the legality system has been questioned, with
Vietnamese NGO’s seemingly excluded from the evaluation process.

Evidence of persisting issues is shown through the analysis of timber imports into Vietnam from
Cambodia 2017/18, the majority of which were illegal (EIA, 2020). Estimates (by the EIA) indicate that,
at full capacity, illegal logging operations in Cambodia could lead to illegal harvest of up to 1.15 million
m?3 of illegal timber to Vietnam over the 2017-2018 dry season. The EIA cautioned that an inability to
demonstrate that illegal timber is no longer entering the Vietnamese economy will affect the ability of
Vietnam to issue FLEGT licences. This is likely die to the inability to subsequently verify the legality of
the timber within the Vietnamese, which will hinder the ability to issue licenses.

Further, Global Witness (Global Witness, 2019) assessed imports of tropical timber from the Democratic
Republic of the Congo (DRC) by both Vietnam and China in 2018, the DRC’s two largest timber export
markets. The analysis found that roundwood exports from the DRC to Vietnam increased by almost 66
per cent between 2017 (~40 000 tonnes) and 2018 (~90 000 tonnes). Global Witness described the
increase as “a worrying trend”, as Vietnam and China currently lack systems for ensuring legality of
imports and stated that many of the DRC’s timber exports have been considered illegal or high risk in
recent years. Global Witness expressed concern that the controls required by the EU-Vietnam VPA may
not be sufficiently rigorous to ensure legality of imports (Global Witness, 2019).

In terms of illegal logging, there remain a number of challenges in Vietnam. Over the past five decades
the country has lost approximately half of its primary forests, although this can be partly attributed to
the Vietnam War (Hays, 2014). recent quantitative data examining changing levels of illegal logging
within the country is not readily available within the literature. The illegal trade data above, and the
evidence provided (Chatham House, 2015) highlighted that issues remain around illegal logging at an
estimated cost of $170m per year (Nguyen & Cao, 2020).

There is some suggestion that the trend of illegal logging may be in decline. Between 2015 - 2016
Vietnamese authorities detected 9% fewer violations of forest protection laws and regulations (Nguyen
& Cao, 2020). It is important to acknowledge however that although overall the number of detected
violations have been shown to have decreased, the occurrence of more serious cases involving larger
volumes of timber has actually increased, offsetting the benefits from the apparent reduction in illegal
logging. Further to this, there is a danger that a perceived reduction in illegal logging violations, not
only in Vietnam but internationally, is actually the result of increasingly sophisticated tactics, as cartels
become better organise and able to avoid detection (Nellemann, 2012).
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Considering VPA entered into the VPA agreement as recently as 2019, it is too early to conclude the
impact the agreement has had. Although the EUTR has been in place for longer (2013), the lack of clear
quantitative data related to illegal logging in Vietnam remains a limitation of assessing the of the EUTR
also. It is particularly difficult to assess the impact of the EUTR on Vietnam given it’s comparatively
small export market to the EU.A review of the literature has therefore not provided conclusive
evidence to suggest illegal logging has been impacted by either Regulation, and the arguments have
primarily been focussed on qualitative data and case study examples. Despite this, the analysis of
Vietnam presents an interesting case study to highlight a number of the issues experienced by VPA
countries as well as those as a result of the EUTR. For example, the analysis of illegal timber trade with
Cambodia has helped to outline the complexities of operators trying to conduct DD on processed
materials, in particular when they stretch across multiple countries.

Overview of Non-VPA Countries

The next section will provide overviews on three non-VPA counties - Russia, Ukraine and Myanmar.
Although these countries have not been involved in the VPA process, overviews have been provided due
to their importance in the global timber sector, particularly with respect to EU timber imports. Each
country has a large forest area, and there is consistent evidence within the literature to suggest that
the prevalence of illegal logging remains high in each, showcasing the importance of understanding the
current state of play in their forest sectors.

Russia

To date Russia has not been involved in negotiations to implement a VPA and therefore the analysis will
be concerned with the impact of the EUTR only. Russia remains a key consideration in discussions to
reduce illegal logging, owing both to its size (815m hectares of forest area entirely owned by the state)
and it’s propensity for deforestation (over 5m hectares were lost in 2017) (UNEP-WCMC, 2018).
Evidence of high levels of deforestation is further supported by data showing that tree coverage has
decreased by 8.4% since 2001 (Global Forest Watch, 2019). The primary regions responsible for a
reduction in tree cover were Sakha (eastern), Krasnoyarsk (western) and Irkutsk (central), indicating a
wide geographical spread of deforestation across Russia. Additionally, Russia is also considered a high
high-risk country for illegal timber imports as per the timber illegality risk score (6 out of 100 in 2017)

(NepCon, 2017), increasing the importance to regulate the high logging levels in operation.

It is due to its large geographical size, that the known risks associated with the deforestation practices
in Russia are of such interest, and there are a number of concerns. It has been estimated that close to
$240m worth of illegally sourced timber was exported from Russia to the EU in 2014, which has been
calculated as being worth 20% of all expected illegal timber imports into the EU (Gan, 2016). The
known prevalence of bribery within the country (World Bank, 2017) and the evident mis-use of permits
leading to over-harvesting, are two such examples of practices within Russia which have supported the
continued existence of illegal logging despite legislative efforts to prevent this. This is evidenced by
Russia’s position on the Corruption Perception Index (Transparency International, 2019), scoring a lowly
28/100, indicating a high level of expected corruption. A clear link between corruption and
deforestation has been made by Interpol, which showed that level of deforestation and corruption were
positively correlated (Interpol, 2016), which highlights the importance of considering corruption when
assessing illegal logging.

The prevalence of illegal logging in Russia is clear, although a range of different statistics have been

provided across the literature. It is estimated that as much as 20% of logging nationwide involves the
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illegal harvesting of timber (Gan, J. et al, 2016), a figure which increases to up to 80% for the far
eastern region of the country (Environment Investigation Agency, 2013). Issues of illegal logging within
Eastern Russia are further supported within the literature through the acknowledgement that, along
with Siberia, the Russian Far East is one of the most critical areas of illegal harvesting (Fedorov et al,
2017). There are a number of other projections for the prevalence of illegal logging which have been
provided below (Fedorov et al, 2017). The large range (from between 10% - 60% of share of timber
harvest) highlights the difficulty in estimating the levels of illegal logging within the country, with
challenges such as establishing a clear definition of ‘illegal logging’ and differences in methodologies
used (such as the use of satellite data).

Table A-5 Proportion of total harvested volume estimated to be illegal

Source Volume per year Share of Timber Harvest Date

Rosleshoz Prime Minister’s Office 1.1-19 million m?3 <1-10% 2010-2013
WWEF Russia - 10% - 20% 2010
WWF 3.69 million hectares 2019
World Bank 35 million m3 20% 2010

Greenpeace Russia 50 million m? 25% -

Prosecutor General's Office - 50% 2013
Environmental Investigation Agency 59-117 million m? 30% - 60% 2013
Russian Federal Forestry Agency 1.3 million m3 2014
Russian Federal Forestry Agency 1.7 mission m® 2017
Russian Federal Forestry Agency 1.1 million m3 2018

Note: Source (Fedorov et al, 2017) with additions

It is however evident that exact estimates as to the extent of illegal logging are hard to quantity, as is
the case with most countries, with a range of different levels specified across the literature (UNEP-
WCMC, 2018). The data available on illegal logging also tends to have a time lag, with most of the
statistics available within the literature focussed on illegal logging rates for several years previous. A
further key point is that the statistics from Russian government agencies have presented a significantly
lower level of illegal logging than the research from NGO groups has identified. The analysis has been
limited by the lack of more recent statistics on illegal logging levels, with the majority of NGO reports
focused on logging levels in the first half of the 2010s.

One specific aspect of logging within Russia which has been under investigation recently is the legality
of sanitary logging. A recent WWF report stated that within Russia sanitary logging is often used as a
mechanism to bypass logging restrictions, including in protected areas (WWF, 2020). Further to this, its
use has been questioned by Nikolay Shmatkov, Director of FSC Russia, who believes that it is likely to
not always be proper sanitary logging in terms of fighting pests, and that the official paperwork
supporting it may not always be entirely valid (NEPCON, 2020).

Legislation enacted thus far to combat illegal logging include the Russian Forest Code (2006) with
includes aims relating to the control and management of forest resources. However, an evaluation of
the code (Hitchcock, 2010) noted that in fact many commentators argued that the code had actually
made the prevalence of illegal logging worse. This is due in part because the provisions to prevent

illegal logging have largely been removed from the new code, and that the new code has been rushed
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and the existence of weaknesses and loopholes will allow forest users to almost always prove legality of

their actions (Karpachevskii, 2007).

Although it is difficult to clearly identity the impact of the EUTR upon illegal logging within Russia, the
literature has highlighted the importance of Russia as a key player within the forestry sector, and a key
exporter to the EU. Recent findings (Earthsight, 2020) have suggested that the prevalence of illegally
logged timber into the EU from Russia has remained high, with analysis based upon a case study of BM
Group. This has indicated a failure of the EUTR and of EU MSs to conduct effective due diligence to
ensure the legality of the timber. Further to this, stakeholder engagement has indicated that

certification from the FSC should not be sufficient to assume legality of timber imports into the EU.

This is of greater importance given the high risk of illegality within the Russian forestry sector. The
literature reviewed has not identified any clear reduction in this risk in recent years following the
implementation of the EUTR, suggesting that the Regulation has not had a significant impact upon this,
although the lack of quantitative data has made this difficult to conclusively assess.

Ukraine

Ukraine is a close neighbour of the EU, bordering a number of EU MSs, and is a key player in the global
timber industry with close to 10m hectares of forest area (UNEP-WCMC, 2018). However, despite this,
Ukraine and the EU have not entered in negotiations to implement a VPA. As is the case with Russia,
interest in Ukrainian logging is linked to the high volume of forest area within the country and the
evidence of illegal logging and other activities. In the case of Ukraine this is particularly relevant given
the high volume of exported to the EU (4.76b kg of EUTR-regulated products) (UNEP-WCMC, 2018).

One of the key concerns linked to logging within Ukraine is the apparent prevalence of corruption. A
2018 investigation from Earthsight concluded that the industry was ‘steeped in illegality’ citing
numerous breaches of regulations concerning the harvesting of timber (Earthsight, Complicit in
Corruption, 2018). The investigation showed that the primary destination for illegally sourced Ukrainian
wood was the EU, with a number of case studies provided to support this. One particular study
uncovered the large-scale illegal importation of sawn timber from Lviv. One key aspect of this example
is that the importers were found to have been unaware of the illegal origins of the wood and that one
such company (JAF Group) stated that their MS CA had confirmed their EUTR due diligence system. A
recent 2020 example stems from another Earthsight investigation which concluded that IKEA had been
selling products produced from illegally sourced timber from the Ukrainian Carpathians (Earthsight,
2020). IKEA had been relying upon the Forest Stewardship Council to ensure the legality of its timber

imports, but the system had failed in this case to accurately detect the illegal origins of the imports.

Quantitative data on the prevalence of illegal logging has estimated that illegal logging to have
affected an average volume of up to 1.25 million m3 annually (UNEP-WCMC, 2019) although this
estimate is from approximately a decade ago. More recently illegal logging has been estimated in the
Carpathians region to equate to 1 million m3, with the Forest Guard project detecting 4.7 thousand m?3
of illegally harvested wood in this area (UNEP-WCMC, 2019). A comparison of these figures suggest
there has not been any significant change in illegal logging levels since 2010, although it is important to
keep in mind the disparities between different estimates. The State Forestry Agency, for instance,
estimated average annual volume of illegal logging to be just 20,000 m3 (UNEP-WCMC, 2019) -

significantly lower than the other sources have reported.
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In recent years Ukraine has introduced more stringent regulation to protect its forest area and reduced
the incidence of illegal logging. The government introduced new legislation in 2017 aimed at protecting
old growth forests, which will include additional protection for the forests in the Carpathian Mountains
- considered to be among the most valuable forests globally (WWF, Protection for Ukrainian old growth
forests signed into law, 2017). There are also a number of previous legislative attempts from the
government to protect their forest areas, such as the Ukrainian Land Code (2001) and the State Specific
Programme for the Forests of Ukraine (2010 - 2015).

Similarly to the analysis of illegal logging within Russia, it has been difficult to determine the impact of
the EUTR upon illegal logging levels with the Ukraine, with a lack of quantitative data available to
assess how the levels have changed since the implementation of the Regulation. The literature has
however shown that there remains a high risk of illegal activity within the Ukrainian forestry sector,

and by extension of imports to the EU, to which the Ukraine is a key exporter.

Myanmar

Although VPA negotiations have not formally began, efforts are being made to prepare for Myanmar to
begin the process, with support from the Myanmar Forest Certification Committee (MFCC) (MFCC,
2018). The forest area in Myanmar (29m hectares) is almost entirely state owned.

In recent years, Myanmar has experienced a number of challenges relating to illegal logging, including a
high incidence of bribery (World Bank, 2017), an inadequate legal and policy framework (described as
outdated with overlaps and conflicts between laws) (NepCon, Myanmar forest sector legality Analysis,
2013) and high levels of corruption (29/100) (Transparency International, 2019), as noted within the
UNEP-WCMC Myanmar country profile. The EIA has stated that the risk of illegal harvesting is
‘extraordinarily high’ within the country, and further to this, with respect to complying with the EUTR
it has been noted that information provided to the EUTR to demonstrate a right to harvest has typically
been either unavailable or unverifiable (Environmental Investigation Agency, 2016). The view that it has
been challenging in recent years to verify the legality of timber in Myanmar was supported through
stakeholder engagement. It was evident through this process that the issue of timber transparency was
also expected to be further worsened following the new role of the military in Myanmar forests and an
emphasis on a more revenue focussed approach.

Examples of illegal logging can be found throughout Myanmar. One example occurred in the Kayah State
where the regional government permitted 10,000 tons of timber to be sold after it was found to have
been illegally harvested from the bank of a state river (Myanmar Executive Industries Transparency
Initiative, 2020). Illegal timber seizures within Myanmar have been relatively commonplace, with a
further breakdown of illegal timber seized (by authority) within Myanmar is shown below:

Although the data shows a very slight decrease in illegal timber seizures between 2017 - 2018, a look
back at the preceding years does not show a consistent downward trend, with lower levels of seizures
reported in both 2014 and 2016 than in 2018. This data does therefore not provide conclusive evidence
of changes in illegal logging activity in recent years (and indeed could also reflect an example of
perhaps fluctuating levels of enforcement). It is therefore hard to establish a clear impact of the EUTR
from the data set.
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Table A-6 lllegal Timber Seizures in Myanmar

Authorit 2016/17 2017/18

Forestry Department 43,347 87% 37,812 78%
Forest Police Force 3,034 6% 0 0%
Defence 2,842 6% 10,377 21%
Myanmar Police Force 802 2% 477 1%
Mobile Team 0 0% 0 0%
MCD 0 0% 15 0%
Total 50,027 100% 48,681 100%

Note: Data from the Myanmar Executive Industries Transparency Initiative

To combat illegal logging, and the issues described, the national government has introduced a number
of initiatives prior to opening VPA negotiations with the EU. The Myanmar Timber Legality Assurance
System works to ensure the legality of timber exports, in turn disincentivising the practice of illegal
logging. Myanmar has also committed to working with the Financial Action Task Force (FATF) to help
tackle illegal logging through financial mechanisms such as stronger action on money laundering and
applying improved financial intelligence in investigations (Myanmar Executive Industries Transparency
Initiative, 2020).

The data available within the literature has highlighted that illegal logging activity remains
commonplace within Myanmar, as evidenced by the high level of illegal timber seizures, which have not
been shown to have decreased since the EUTR was implemented. Although there has been some
noticeable action from the national government to combat illegal logging, it has not been possible to
assess the effectiveness of these measures through the available literature due to the absence of any
source specifically assessing the impact of the EUTR, as well as the lack of quantitative data on illegal

logging levels over recent years.

Conclusions

The analysis of VPA partner countries has provided mixed evidence of the impact of VPA’s upon illegal
logging. Although there has been some evidence of progress, most notably in Ghana and Indonesia,
reliably assessing the impact of the agreements has been limited by the lack of quantifiable and
definitive data. This is particularly true for the absence of a single dataset to determine illegal logging
levels across countries. Although some evidence has suggested reduced illegal logging due to VPA’s
(across partner countries) through analysis of metrics such as illegal trade, this assessment has been
limited by both the number of countries and the time period assessed (Chatham House, 2014).

Overall, the evidence suggests that beginning the VPA process will support the aim to reduce illegal
logging, with benefits increasing as the process advances. This reflects that it is not only the issuing of
FLEGT licenses but other aspects of the process, leading for instance, to improved forest governance
and transparency which have also been effective in reducing illegal logging levels. However, it is
evident that despite the implementation of VPA’s, the risk of illegal logging has remained, albeit
slightly diminished in some cases. This is consistent across partner countries, indicating that the
agreements have not provided a fully effective solution. It is also important to note the difficulty of
accurately understanding the impact of VPA’s through the current data available, which in some
instances is subjective and anecdotal. That only one country - Indonesia - has reached licensing stage
has further challenged the ability to reliably judge the impact the VPA’s could potentially have.
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Annex B - Analysis of deforestation data

Introduction and methodology

In the absence of a robust and temporally complete data set on levels of illegal logging, forest cover
(FOA, 2010) data (and associated afforestation or deforestation trends) can be used as a proxy for the
state of forest resources over time. This in turn may provide insights into the possible effects of any
changes in forest policy (Arevaop & Ladie, 2020).

It is important to note that there are limitations to this proxy method: Changes in forest cover may be
due to both legal and legal logging, or due to other factors like clearance of land for agriculture or
urban development, fires, and may be temporary or permanent.

Data from the Forest and Agriculture Organization (FAO, 2020) was used to provide an understanding of
the changes in forest size. This dataset is compiled by the FAO’s national correspondent for each
country who identifies the most reliable and complete estimates (with the Landsat Satellite network
found to be commonly used), the data collection and analysis follows a quality assurance process as
defined by the Intergovernmental Panel on Climate Change (IPCC) guidance on land assessment was
used (IPPC, 2020). Detailed information of how the FAQO dataset is collated is available on the FAO
website (FAO , 2020). A limitation of the FAO dataset is that data has been historically reported once a
decade before the review frequency was increased to a 5-year period from the year 2000, this meant
that values for most years consisted of a linear estimation between reported years. Further, technical
advancements in forest measurements techniques mean that there is a potential for previous higher
margins of error in measurement to cause a step change in reported forest size. Other data sources
were also considered, but many link back to the database compiled by the FAO (including models by the
University of Maryland (University of Maryland, 2020) whose work feeds into the information displayed
on the Global Forest Watch website (GFW, 2020)) and did not offer additional insights.

Forest cover data was collated over a period from 1991 - 2020 for selected case study countries. This
time period was selected to consider trends before and after adoption of the FLEGT Regulation and

EUTR. A literature review using the google search engine and science direct library was undertaken to
link evidence of key events with changes seen in the dataset.

Forest size trends in VPA countries
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Case study: Indonesia
Figure B-1 Annual forest cover in Indonesia between 1991 and 2020
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After opening discussions in 2007, the Indonesian government signed a VPA with the EU in 2013. Since
November 2016, Indonesia is issuing FLEGT Regulation licenses. Figure B-1 Annual forest cover in
Indonesia between 1991 and 2020

shows that total forest area reduced at a significant rate over the 1990s. The rate of reduction of
forest cover slowed over the 2000’s, but then accelerated again post 2010. Indonesia has three official
categories of forest: conservation, protection and production. Over this period, production forests were
the biggest areas of deforestation (CIFOR, 2015). Evidence from the literature attributes this rapid
deforestation trend predominantly to the growth in the number palm oil plantations (Purnomo,
Ramdani, Agustiyara, Tomoro, & Samidjo, 2019) (Between 1990 and 2010, the total area used for the
cultivation of palm oil grew from 1.1 million to 7.8 million hectors (Tacconi, Rodrigues, & Maryudi,
2019), but also to policy reforms which granted regional authorities more autonomy to install local
regulation (Indonesia, 1999), in turn leading to a reduction in the ability of the Indonesian central
Government to manage forest areas. Recognizing that regional authorities were failing to appropriately
regulate timber harvesting, the central government passed new rules (2002) which blocked regional
authorities’ ability to issue logging and forest permits in state-controlled forests (Bar, Resosudarmo,
Dermawan, & McCarthy, 2006).

It is possible that the VPA may have had some impact in the 2000s. However there were a number of
wider policy changes at national level which could have also contributed, in particular efforts of the
Indonesian government to unilaterally introduce a licensing scheme from early 2000s (FLEGT licence,
2020). Indeed given the rate of forest loss began to decline before commencement of the VPA

negotiations, attribution of effects to the VPA is problematic. What is clearer is that despite the VPA
negotiations (and latterly licensing), forest loss accelerated and maintained a high rate of loss in the

2010s. Hence any potential impact of VPAs was clearly overwhelmed by other influencing factors.
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Of course, what the deforestation data does not provide insight to is legality. It may be the case that
even if expansion of palm oil plantations and/or local rights have driven higher rates of deforestation,
these activities may have been legal. The fact that it is reduction in forest cover in the ‘production’
sector lends further weight that part of this activity may be legal. In conclusion it is evident
deforestation continues at a significant pace. It is difficult to deduce from this data whether VPA has
had an impact or not on legality, but clearly there are other, stronger drivers that highlight the wider
issue that VPA (and EUTR) are limited in targeting legality as a driver of deforestation, rather than

sustainability more broadly.

Case Study: Ghana
Figure B-2 Annual forest cover in Ghana between 1991 and 2020
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Figure B-2 shows that there was a large reduction in total forest size between 1992 - 2010. However,
the rate of deforestation slowed significantly after 2010, and from 2015 was followed by a period of net
afforestation to 2020. From the figure, we are not able to rule out the possibility that the VPA signed
with the EU in 2010 may have had an impact on the rate of deforestation in Ghana, however with
review of other legislations around this period, it is clear that several other policies and initiatives have
been introduced which may also have influenced levels of forest cover.

National policies such as, the land commissions act (Ghana, 2008), the ‘Forestry Development Master
Plan 2016 - 2036’ (Republic of Ghana, 2015), the ‘Ghana REDD+ Strategy (2016-35)’ (Republic of Ghana,
2016) and the ‘National Climate-Smart Agriculture and Food Security Action Plan of Ghana (2016-
2020)’ (Republic of Ghana, 2016) highlight that land (forest) conservation was a priority in the decade
following the beginning of VPA negotiations with the EU. It has not been possible to identify,
categorically, whether VPA negotiations were a key driver in the development of these policies. Our
analysis, provided in Annex C, shows a fairly linear decreasing trend in the EU spending on EUTR
regulated wood-based products from Ghana, with a relative drop of 76% in 2018 compared to 2007

export values, an absolute change of EUR 91 million. However, since the introduction of the
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aforementioned policies, the decreasing trend in EU imports from Ghana has halted although this does

not break with broader trade partners regarding EU imports.

Further exploration of the literature has identified evidence that undermines the potential impact of
the VPA. A study on the impacts on the timber industry by the VPA found that some timber producers
stated that they have now stopped exporting their product to Europe and sell either to the internal or
the Asian market (Acheampong & Maryudi, 2020). The same study highlights that there are several
reasons for the decision by producers to change their target market with the increased level of
bureaucracy and cost being a key theme in some of the reasons provided. Further, the study found that
some timber processing firms and exporters went out of business or left the industry, this is cited to be
partly due to limited timber resources available in addition to the additional costs associated with the
VPA.

In summary, deforestation rates slowed significantly once the VPA was signed, perhaps suggesting a
positive effect. However other initiatives may have also influenced levels of illegal logging. What can
be concluded is that the VPA process does not seem to have instigated a stronger drive for
deforestation prior to licencing commencing. More broadly the literature again questions the ability of
the VPA to impact deforestation in Ghana given the agreement does not address other sources of
demand for forest resources and space, namely agriculture (Tuffour-Mills, Antwi-Agyei, & Addo-
Fordjour, 2020), population growth and global demand for cocoa (Higonnet, Hurowitz, Cole, Armstrong,
& James, 2020).

Forest size trends in non-VPA countries (EUTR impacts) - non-EU

Case study: Ukraine
Figure B-3 Annual forest cover in the Ukraine between 1993 and 2020

o
~
(=]
o

—&— Total forest area

==+ |mplementation of the National Forest Cbde
0850 | = EUTR adopted in tha EU
EUTR enters into application in the EU
9500

1
I
b
I
|
I
1
1
I
1
1
I
I
1

9450

Total forest area (1000 ha)

9400

1902 1996 2000 2004 2008 2012 2016 2020
Year

24



Service contract on EU policy on forest products and deforestation - Annexes to the interim report TrlnomICS L4

Figure B-3 shows that total forest area in the Ukraine has been increasing annually every year since
1993. This afforestation trend appears to accelerate from 2010, in line with the adoption of the EUTR
(before the rate of growth slows again post 2016). Although this simple trend analysis suggests EUTR
may have had a positive effect, analysis of the wider policy context in the Ukraine suggests there were
other key policies and initiatives that are likely also to have had significant effects, limiting the ability
to attribute these trends to EUTR.

The introduction of the national forest code (Lopatin, Marttila, Sikanen, & Eklund, 2011) and forest
management programs (Ukraine Government, 2012) are the key legal instruments introduced by the
Ukrainian government that led to changes in forest management and timber practices. The forest code
defines citizens’ legal rights to access of forest resources and the use of ‘sales purchase contracts’
which place a requirement on commercial timber traders to submit clear scope of activities (including
plans for forest regeneration) in logging permit applications. The code also includes a new framework
that grants regional authorities more responsibilities for forest management and places the economic
potential of the forest secondary to that of its recreational functions (World Bank, 2020).
Environmental NGO ‘Preferred by Nature’ report (Preferred by Nature, 2019) that alongside the
legislative changes has been a demand by timber operators for their products to be certified through
FSC accredited bodies, resulting in approximately half of Ukraine’s forest to be FSC certified in 2019;
this reportedly driven by the introduction of the EUTR and the requirement to assure timber legality
combined with the important position of the EU as a trade partner to Ukraine. However, there are
limitations within the paper-based tracking system, which enables operators to falsify information and
undermine efforts to improve forest management practices (as discussed in Annex A).

Further, the Ukraine’s timber trade was also found to be influenced by other factors outside of the
Ukrainian government’s direct control: as the EU placing a restriction on goods from the Crimea and
Sevastopol after the annexation of the region (European Council, 2014). Evidence has also found that
large European firms operating in the Ukrainian timber trade had responded to the EUTR by halting
‘production’ operations in the country whilst restructuring themselves as an ‘operator’ in EU countries
where local suppliers could provide certification of produce (EIA, 2015). The Ukraine government have
moved to reform practices in the timber trade in recent years. This is evidenced by the introduction of
an electronic timber tracking scheme, increased penalties for illegal trade and the piloting of a public
electronic register for harvesting and trade (UN, 2020) but none of these initiatives are linked in the
literature to the EUTR. Stakeholders interviewed suggested that there is a political will to increase
efforts to understand impacts on forest size in the future, exemplifying a recent decision to conduct
the first national forest inventory since 1996; unfortunately financial constraints are likely to delay the
completion to between 3 - 5 years.

It is therefore reasonable to conclude that the introduction of the EUTR has played a role in the
afforestation seen in Figure B-3, particularly when considering that half of the Ukraine’s forest is stated
to be certified by the FSC. As seen in trade analysis of Figure C-18, Ukraine has seen a significant
increase in the volume of its trade with the EU since the entry in force of the EUTR something
potentially linked to the improved levels of timber legality certification and other forest management

policies leading to a reduction in deforestation rates.
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Case study: Russia
Figure B-4 Annual forest cover in Russia between 1993 and 2020
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Figure B-4 shows that the total forest area increased during the observable period, which covered 40%
of Russia’s total land space (EIA, 2013). However, from 2010, the total forest size has remained
broadly constant to 2020. Hence, from this data it is difficult to conclude that the implementation of
the EUTR has had an impact on Russia’s total forest size. Again, several other factors are at play
outside the EUTR which influence forest cover. Since the early 2000’s, International NGO’s have had a
presence in the Russian forestry sector, including a growing area of forest being FSC certified to help
certify products sold internationally (Tsysiachniouk & Henry, 2015).

Research undertaken by the Petrozavodsk State University (Lukashevich, Shegelman, Vasilyev, &
Lukashevich, 2016) found a growing use of voluntary forest certification tools by timber merchants
during the decade up to 2016. The paper highlights that Russia ranks second in the terms of area of
forest certified by the FSC who issue approximately 40% of the total number of certificates through 16
of the 27 accredited FSC certification bodies (Accounting for approximately 40 million hectors of forest
managed by 160 companies). The study suggests the EUTR is “likely” to be the key the key driver in the
increased demand for certification services and therefore could be a possible explanation for the
afforestation seen in Figure B-4.

The research partly supports the Forest and Agriculture Organization’s (FAO) assessment that NGO’s
should be credited for pushing for changes (FAO, 2020) to forest management policies in Russia, such as
their role in highlight the limitations in the ‘The Russia Forest Act’ (FAO, 2007) which the FSC looked to
address through a new FSC certification standard for Russian timber (FSC-STD-RUS-V6-1-2012). Despite
the influence of NGO’s and other local stakeholders, the FAO suggest that the decrease in funding
provided to regional authorities for forest management purposes has weakened their ability to conduct
effect forest management.
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Counter to the influence of the EUTR, the EIA (EIA, 2013) highlights that a high proportion of timber
sourced in Russia is exported into China; and therefore that the EUTR does little to improve forest
management practices by companies which service the demand from China. Evidence shows that this is
especially true for SME’s operating in eastern Russia who have little incentive to serve the European
timber market due to their limited finance or technical capacity to adapt to the EUTR (Holopainen,
Toppinen, & Perttula, 2015).

In conclusion, it appears that a combination of the EUTR and support for Russian timber merchants from
an increasing NGO network has helped to conserve and grow forest areas in Russia, however, due to its
proximity to China and other Asian markets, timber merchants continue to have the option to sell to
markets outside of the EU trading block, avoiding the needed to follow desired forest management

practices targeted in the EUTR.

Case study: Myanmar
Figure B-5 Annual forest cover in Myanmar between 1991 and 2020
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Figure B-5 shows that total forest area in Myanmar fell between 1992 and 2020, and the rate of
deforestation was consistent over this period. On this basis it is difficult to conclude that the EUTR has
had an impact in Myanmar (nor indeed the VPA process: Myanmar started to engage in the VPA process
since 2015) (FLEGT , 2020). Myanmar has been working towards improving forest management practices
since the EUTR was adopted, for example bringing forward: The Environmental Conservation Rules
(Republic of Myanmar , 2014), the National Land Use Policy (2016), Myanmar Sustainable Development
Plan (2018 - 2030) (2018) and Forest Rules (Republic of Myanmar, 2019). Prior to this there was a
perceived lack of political appetite for new regulation partly due to close ties between the national
government during this period and the economic interests of countries oligarchs who controlled the
timber industry (Springate-Baginski, Thein, Neil, Thu, & Doherty, 2014). The influence of the country’s
oligarchs began to wane following the establishments of a new government in 2011 that pushed for
widespread reform (Mark & Belton, 2020).
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Forest size trends in non-VPA countries (EUTR impacts) - EU

Case study - Romania
Figure B-6 Annual forest cover in Romania between 1991 and 2020
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Widespread issues in the Romanian timber industry are well documented: The Environmental
Investigation Agency (EIA) undertook a two-year study to report on practices in the country (EIA, 2015).
The study highlighted historic issues with land ownership opened up areas of forest for exploitation and
suggested that up to 49% of timber cut between 2008 and 2014 was illegally harvested. It noted
businesses have developed practices to exploit loopholes in certification practices undertaken in
Romania allowing a number of large Industry leaders have moved key business units to Romania to take
advantage of the vast logging reserves (despite foreign businesses note being legally permitted to buy
forest land).

Figure B-6 shows that after a period of fairly constant forest size from 1991 to 2000, total forest size
started to grow post 2000. This rate of growth drastically accelerated from 2010 to 2015, before
slowing to a reduced, but still positive growth from 2015. This perhaps suggests that the EUTR may have

had some impact on levels of forest loss.

The EIA report concluded that the EUTR has had an impact on illegal logging practices in Romania as
large timber companies had made clear efforts to restructure their operations so that they can be seen
to comply with the new legislation. However, rather than fully complying with the spirit of the EUTR,
the EIA report has shown that companies are in some cases doing the bare minimum so that they can, at
the very least, make claim to be compliant. The report claims that, in effect, large timber companies
have adapted their business so that they can take advantage of loopholes in the regulation to avoid
having to undertake extensive due diligence. This involves buying timber from smaller local ‘operators’
and acting themselves as ‘traders’, and in turn reporting that measures have been undertaken to
ensure that the timber is at minimal risk of being in violation of the regulation. Firms are then able to
sell their product in the EU market with the claim that it has been certified to meet trade requirements

when actually the certification requirements in Romania are not aligned to those stipulated in EU
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regulation. Indeed reports of illegal practices continue (The Guardian, 2020). Hence although forest
area is seen to increase, it is difficult to attribute this to EUTR in the face of continued reports of
illegality.

Case Study - Bulgaria
Figure B-7 Annual forest cover in Bulgaria between 1991 and 2020

300 —@— Total forest area
==+ Bulgaria joins the EU
==+ EUTR adopted
380 Implementation of the Forest Act
EUTR enters into application

3700

3500

Total forest area (1000 ha)

3400

1992 1996 2000 2004 208 2012 216 2020
Year

Figure B-7 shows that the total forest area in Bulgaria grew by approximately 18% between 1991 and
2020. The figure does not provide a clear indication of the EUTR having a dramatic impact on forest
management practices within the country although a continued increase in forest cover should be
noted. Any attribution of effects is again made problematic by wider changes in the governance of
forest resources in Bulgaria. Revisions to the Forestry Act (2011) was a controversial moment in
Bulgarian environmental law, which is best represented by the fact that its passing led to spontaneous
protests in the country’s capital city, Sofia (EURACTIV, 2012). Multiple reasons were given for protests.
Like Romania, the Bulgarian government decided to embark on a process of redistributing land
nationalized during the countries communist period back to the families of the original owners, leaving
approximately 23% of forest land under state ownership in 2011 (European Forest Institute , 2015).
Critics of the new law, raised concerns that it enabled the reclassification of forest and conservation
land, allowing timber businesses access to raw materials without the need of state approval. Further,
the act enabled protected land to be used for ski resorts, and eased restrictions for developments to be
built in forestry areas (EURACTIV, 2012). The figures shows that forest growth slowed around the period
of the implementation of the Forestry Act suggesting that it may have influenced forest growth. In
recent years, Bulgaria has published several policies relating to the forest management (FAO, 2014),
coupled with the implementation of a national FSC accredited standard (FAO, 2016).
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Annex C - Trade analysis

Aggregate data analysis

Intra-EU trade of EUTR-regulated products
Intra-EU trade of EUTR regulated products represents a value of approximately €106 billion in 2018,

only slightly down from the high of € 116 billion pre the 2008 financial crisis. As seen in Table C-1, after
a sharp decrease in the 2007-2009 period and a relative stabilisation of trade volumes in the following
years leading to 2013, intra-EU trade has gradually picked up since.

Within the range of EUTR-regulated products, Chapter 48 products* represent more than half of the
trade volumes with Chapter 44 products® coming in as the second most important trade category within
the group.

Table C-1 Value of EU intra-EU trade of EUTR-regulated products (in million Euro) (source: Eurostat
ext_go_detail)

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

Chapter 44 31,594 7,010 | 20,917 | 23,990 | 24,820 | 23,465 | 23,900 | 25,215 | 25,636 | 27,144 | 28,750 30,760
Chapter 47 6,470 6,493 4,324 | 6,850 6,788 6,173 6,402 6,235 6,938 | 6,373 6,724 7,699
Chapter 48 64,586 61,652 | 52,830 | 57,250 | 58,990 | 52,879 | 51,338 | 51,990 | 52,654 | 52,837 | 53,709 55,719
Chapter 94 13,896 13,427 | 11,248 | 11,333 | 11,359 | 10,835 | 10,644 | 11,095 | 11,725 | 12,544 | 12,458 12,653
All EUTR 116,546 108,583 89,320 | 99,424 101,957 | 93,352 | 92,284 | 94,534 | 96,954 | 98,898 101,641 106,832

Figure C-1 presents how trade of the specific product categories has evolved over time. All product
presented a significant drop in trade volumes in the 2007-2009 period resulting in 2009 presenting only
77% of the 2007 trade volumes, with the drop being sharper for Chapter 476 and Chapter 44 products.
The trade of these products lost nearly a third of its value in this period. In the following years, EUTR-
regulated trade recovered to reach 92% of the pre-2008 activity while Chapter 44 and 47 products also
presented a sharper trade volume recovery outpacing the rest of the EUTR-regulated category in
reaching their pre-2008 trade volumes. This trend is already apparent by 2013 and in the years post the
EUTR adoption (in 2013) we can see its continuation. This leads to the conclusion that the EUTR has not

led to an overall shift in intra-EU trading of some product categories to a larger extent than for other.

4 Chapter - 48 Paper and Paperboard Articles of Paper Pulp and of Paper or of Paperboard
5 Chapter - 44 Wood and Articles of Wood and Wood Charcoal
¢ Chapter - 47 Pulp of wood or of other fibrous cellulosic material
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Figure C-1 Development of the value of intra-EU28 imports of EUTR-regulated products (2017=100)(source:
Eurostat ext_go_detail)

Total Imports Intra Trade - EU Countries (2007=100)
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Intra-EU export volumes of EUTR-regulated products for specific EU Member States are presented in
Table C-2. Germany is by far the largest exporter of these products with exports amounting to around
€21 billion in 2018. This is less than the 2007 high in export volumes (€24.5 billion) but still higher than
the 2013 low of €18.3 billion. Other large exporters include Sweden (€9.8 billion), Poland (€9.2 billion),
Finland (€8.0 billion), Austria (€7.7 billion), Italy (€7.1 billion) and France (€6,5 billion). It is worth also
mentioning the relatively high export volumes of the Netherlands (€5.5 billion) and Belgium (€5.2
billion) which could be potentially justified by their functioning as trade entry points to the EU.

The general pattern of a decrease in exports in the 2007-2009 period followed by a relative stabilisation
in the 2010-2013 and then steady increase leading to 2018 is broadly observed for most Member States.
That said, significant differences in the sharpness of the drops and increases in trade volumes can be
observed, with a number of Member States presenting a less intense drop in the early period followed
by a steeper increase in exports post 2013.

Table C-3 presents in turn the intra-EU imports of EUTR-regulated products by specific Member States.
Similar to before Germany is by far the largest importer of these products with imports exceeding €20
billion in 2018. This is around the same level as the 2007 high in import volumes (€20.5 billion) and
significantly higher than the 2013 low value of €18.3 billion. Other large importers include France
(€12.4 billion), the United Kingdom (€9.0 billion), Italy (€8.6 billion), the Netherlands (€8.4 billion),
Belgium (€6.3 billion) and Poland (€6.0 billion).
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Table C-2 Value of EU28 intra-EU exports of EUTR-regulated products per Member State (in million Euro) (source: Eurostat ext_go_detail)

Austria 7,508 6,997 5,769 6,705 6,914 6,493 6,488 6,544 6,744 7,025 7,194 7,729
Belgium 6,702 6,359 5,226 5,545 5,774 4,876 4,605 4,700 4,907 5,198 5,064 5,216
Bulgaria 209 211 130 181 204 219 241 264 280 304 313 335
Croatia - - - - - - 200 472 505 573 610 654
Cyprus 44 72 48 55 59 39 39 31 2 13 14 18
Czech Republic 2,790 2,820 2,463 2,845 3,034 2,682 2,714 2,783 2,886 3,039 3,101 3,305
Denmark 2,207 2,002 1,651 1,625 1,596 1,417 1,424 1,446 1,435 1,410 1,354 1,408
Estonia 1,002 861 624 863 980 957 1,027 1,121 1,214 1,272 1,259 1,383
Finland 10,712 9,465 6,725 7,641 7,630 7,246 7,068 7,540 7,736 7,671 7,632 7,961
France 8,857 8,163 6,495 6,648 6,859 6,255 6,055 6,084 6,178 6,245 6,293 6,521
Germany 24,595 23,173 19,448 | 21,195 21,604 19,085 | 18,307 | 18,600 18,907 | 19,821 20,454 21,084
Greece 189 177 154 154 165 130 128 134 149 159 159 178
Hungary 1,349 1,262 1,193 1,393 1,465 1,212 1,195 1,200 1,294 1,300 1,338 1,402
Ireland 643 562 482 596 531 523 527 480 511 488 541 569
Italy 8,361 7,882 6,531 6,953 6,897 6,461 6,445 6,587 6,702 6,690 6,881 7,069
Latvia 1,385 1,094 823 1,226 1,361 1,311 1,337 1,418 1,483 1,537 1,629 1,953
Lithuania 924 815 655 845 986 986 1,017 1,111 1,122 1,208 1,295 1,420
Luxembourg 679 599 608 593 571 518 500 496 518 568 579 560
Malta 6 5 3 2 3 2 1 3 3 4 4 9
Netherlands 6,023 5,602 4,599 5,384 5,343 4,791 4,697 4,803 4,885 4,856 5,312 5,517
Poland 5,250 5,264 4,791 5,597 6,094 5,778 6,309 6,809 7,365 7,904 8,507 9,221
Portugal 2,431 2,296 1,825 2,210 2,385 2,308 2,347 2,292 2,332 2,290 2,389 2,518
Romania 978 775 673 875 917 885 1,029 1,078 1,125 1,241 1,355 1,374
Slovakia 1,874 1,868 1,739 1,786 1,646 1,519 1,540 1,605 1,723 1,721 1,755 1,857
Slovenia 987 895 761 833 891 829 833 879 913 1,003 1,002 1,053
Spain 4,348 4,456 3,626 4,172 4,225 3,804 3,717 3,676 3,638 3,682 3,837 4,000
Sweden 13,007 11,827 9,758 10,870 11,181 10,444 9,918 9,828 9,781 9,187 9,276 9,778
United Kingdom 3,388 3,022 2,490 2,568 2,592 2,519 2,389 2,522 2,491 2,417 2,426 2,506
All EUTR 116,450 108,527 89,290 | 99,361 101,904 93,288 | 92,098 | 94,506 | 96,850 | 98,824 101,572 106,599
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Table C-3 Value of EU28 intra-EU imports of EUTR-regulated products per Member State (in million Euro) (source: Eurostat ext_go_detail)

Austria 5,522 5,258 4,668 5,133 5,485 5,352 5,341 5,198 5,232 5,477 5,679 5,734
Belgium 7,347 7,099 5,945 6,423 6,647 6,167 5,908 6,120 5,782 5,954 6,084 6,310
| Bulgaria 509 538 384 396 416 402 404 408 442 455 460 492
Croatia 780 764 617 592 587 485 469 537 612 613 672 751
Cyprus 273 260 202 204 182 136 111 111 112 123 129 146
Czech Republic 2,643 2,847 2,424 2,675 2,754 2,550 2,574 2,619 2,827 2,858 3,004 3,150
Denmark 3,713 3,383 2,642 2,726 2,890 2,701 2,632 2,750 2,751 2,713 2,815 3,006
Estonia 421 399 286 360 374 393 429 437 438 447 496 526
Finland 1,724 1,771 1,175 1,477 1,585 1,428 1,309 1,194 1,186 1,133 1,131 1,307
France 14,883 14,300 12,357 13,248 13,309 11,907 | 11,569 11,538 11,585 11,668 12,103 12,400
Germany 20,480 18,958 16,004 18,554 19,523 18,311 18,287 | 19,138 19,638 19,554 19,494 20,190
Greece 1,928 1,837 1,404 1,339 1,124 881 883 899 895 908 900 963
Hungary 1,661 1,695 1,356 1,444 1,492 1,316 1,358 1,438 1,522 1,597 1,676 1,767
Ireland 1,867 1,564 1,101 1,107 1,138 1,112 1,058 1,158 1,315 1,250 1,276 1,346
Italy 9,340 8,233 6,745 8,294 8,380 7,281 7,303 7,607 7,715 7,728 8,091 8,642
Latvia 468 382 247 326 367 404 467 513 493 514 554 588
Lithuania 651 642 464 576 667 704 725 810 767 755 787 827
Luxembourg 751 711 680 700 715 691 659 638 649 666 668 676
Malta 125 126 115 111 109 109 103 105 111 101 91 113
Netherlands 7,658 7,407 5,833 6,123 6,389 5,647 5,343 5,416 5,702 7,553 7,925 8,435
Poland 4,469 4,675 3,739 4,489 4,855 4,510 4,586 4,916 5,094 5,150 5,634 6,025
Portugal 2,021 1,989 1,735 1,846 1,798 1,472 1,499 1,592 1,605 1,622 1,737 1,809
Romania 1,400 1,392 1,103 1,151 1,194 1,050 1,070 1,122 1,228 1,336 1,428 1,627
Slovakia 1,342 1,455 1,233 1,311 1,334 1,288 1,353 1,258 1,299 1,337 1,365 1,436
Slovenia 852 808 714 785 757 744 801 869 935 1,059 1,092 1,238
Spain 7,150 6,127 4,776 5,124 5,057 4,377 4,317 4,429 4,649 4,690 4,761 5,152
Sweden 3,220 2,882 2,317 2,832 3,076 2,793 2,689 2,708 2,672 2,825 2,898 3,135
United Kingdom 13,347 11,080 9,054 10,080 9,752 9,142 9,037 9,009 9,697 8,810 8,693 9,042
All EUTR 116,546 108,583 89,320 | 99,424 101,957 93,352 | 92,284 | 94,534 | 96,954 | 98,898 101,641 106,832
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Imports of EUTR-regulated products from non-EU countries

The value of EU imports of the products regulated by EUTR have fluctuated over recent years as can be

seen in the table below. In this table, product import values are presented for all EUTR-regulated

products and individually for each chapter of product codes (HS-codes) as defined in the Eurostat

ComExt database. The composition of EUTR-regulated imports appears relatively stable with Chapter 44
products’ being the largest category of regulated products throughout the 2007-2018 period, followed

by Chapter 488 representing the second largest category.

Table C-4 Value of EU imports of EUTR-regulated products from non-EU countries (in million Euro) (source:

Eurostat ext_go_detail)

2009 ‘ 2010

2011 \ 2012 \ 2013

Trinomics &

2007 2008 2014 2015 2016 2017 2018
Chapter 44 13,961 | 11,509 | 7,567 | 9,168 | 9,259 | 8,610 | 8,236 | 8,789 | 9,846 | 10,050 | 10,271 | 11,323
Chapter 47 5,426 5,085 3,654 5,639 5,405 5,025 4,471 4,212 5,128 4,550 4,668 5,505
Chapter 48 9,030 8,482 7,704 8,503 8,421 7,491 6,948 7,206 7,875 7,933 8,000 8,414
Chapter 94 4,921 | 4,609 | 3,625 | 4,141 | 3,644 | 3,629 | 3,073 | 3,359 | 3,796 | 3,778 | 4,111 | 4,126
All EUTR 33,338 | 29,684 | 22,549 | 27,451 | 26,729 | 24,754 | 22,727 | 23,565 | 26,646 | 26,311 | 27,050 | 29,368
Index 100 89 68 82 80 74 68 71 80 79 81 88
2007=100

The relative development of the trade of these products since the entry into force of EUTR in 2013 can
be seen in Error! Reference source not found.. A gradual increase in imports of EUTR regulated
products can be observed as imports in 2013 represented only 68% of their pre-crises value while by
2018 this has risen to 88%. All product types follow a similar trajectory with pulp products (HS Chapter
47) presenting the stronger increase and being the only product category to reach pre-crisis levels
(101% of their 2007 value), while timber (HS chapter 44) presenting the slowest recovery (reaching only
81% of their 2007 value).

Figure C-2 Development of the value of EU28 imports of EUTR-regulated products from non-EU countries
(2007=100) (source: Eurostat ext_go_detail)
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In comparison to the trade of EUTR-regulated products, Table C- presents the development of the
import value of all the remaining products in the respective Chapters that are not regulated by the
EUTR. This includes products classified under Chapters 44, 47 and 48 that are exempt from the EUTR.
These represent relatively small volumes compared to the EUTR-regulated products of the same
chapters. In the same table, imports of non-wood-based furniture product values are also presented
(Chapter 94) as they may potentially provide for substitutes for wood-based furniture.

In examining the trend line for the imports of these products post-2013, they are seen to follow a
similar overall pattern of steady trade volumes increase as that identified for EUTR-regulated products.
However, this product selection presents a considerably stronger performance in the post-2008 crisis
trade recovery (reaching 168% of their 2007 value by 2018). Especially when looking into the
development of trade volumes after 2013, the increase in trade volumes is stronger than that of the
EUTR-regulated imports.

Table C-5 Value of EU imports of non-EUTR-regulated products (in million Euro) (source: Eurostat ext_go_detail)

2007 2008 2016 2017

Chapter 44 1,541 1,509 1,364 1,526 1,544 1,564 1,481 1,634 1,853 1,889 1,926 1,992
Chapter 47 255 296 225 324 452 393 348 333 384 406 436 427
Chapter 48 16 19 20 20 19 15 20 19 23 27 28 26
Chapter 94 11,033 | 10,918 | 9,528 | 12,214 | 12,321 | 13,024 | 12,807 | 14,490 | 16,835 | 17,539 | 18,498 | 18,661
Total 12,846 | 12,742 | 11,136 | 14,084 | 14,336 | 14,996 | 14,656 | 16,477 | 19,095 | 19,860 | 20,887 | 21,106
Index 100 99 87 110 112 117 114 128 149 155 163 164
2007=100

Figure C-3 Development of the value of EU28 imports of non-EUTR-regulated wood-based products and furniture
from non-EU countries (20-7=100) (source: Eurostat ext_go_detail)
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With one of the EUTR objectives being to ensure that only legally harvested timber and timber products
are placed on the EU market, it is worth examining the development of trade volumes with countries
assessed as being of low risk of illegal logging. For this, a selection is made of 21 countries, which are
classified into the low risk category for illegal logging (as per the ILAT risk score). Excluding from this
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selection the countries with negligible trade with the EU, ° this selection includes some of the most
important EU timber-product trade partners (such as the United States, Norway, Switzerland and
Canada). Overall, imports from these countries represent roughly one third of all EU imports of EUTR-
regulated products. As seen in table C-3, the trade volume development for the group of low-risk
countries follows a path of steady trade volumes increase since 2013 very similar to that of the overall
trade volumes of the same product selection as presented in Table C-1 indicating that no preferential
trade with these countries is observed, especially after the entry into force of EUTR in 2013. On the
contrary, presenting a sub-average performance, it could be argued that middle and high risk countries
have increased their significance as EU timber trade partners and no shift to trading with low risk
countries can be observed as a result of EUTR. Looking closer to the trade with specific countries since
2013, the most significant part of the increase in trade with the EU comes from only two partner
countries, the United States of America and Uruguay while the rest of the group presents roughly
similar trade volumes.

Table C-6 Value of EU imports of EUTR-regulated wood-based products from low-risk countries (in million Euro)
(source: Eurostat ext_go_detail)

‘ 2007 ‘ 2008 ‘ 2009 ‘ 2010 2011 2012 2013 2014 2015 2016 2017

Australia 68 44 40 66 74 59 69 60 44 53 72 51
Canada 2,051 1,550 | 1,118 | 1,242 | 1,106 949 907 763 816 834 794 883
Hong Kong 150 152 105 109 97 93 85 89 99 90 107 88
Japan 181 167 155 197 186 174 128 149 150 170 163 138
New Zealand 23 22 19 35 26 19 17 33 35 M 56 51
Norway 1,851 1,620 | 1,289 | 1,485 | 1,471 1,226 | 1,108 | 1,079 | 1,107 | 1,139 | 1,199 | 1,261
Korea (Republic of) 111 96 80 76 120 110 102 126 140 143 100 104
Singapore 75 80 76 60 53 50 40 48 57 32 39 34
South Africa 379 289 264 275 249 225 182 200 213 201 199 196
Switzerland 2,480 | 2,337 | 1,960 | 2,078 | 1,972 | 1,610 | 1,439 | 1,422 | 1,389 | 1,339 | 1,316 | 1,265
Taiwan 117 122 93 104 85 84 80 68 70 75 78 73
Uruguay 157 344 266 554 527 395 392 361 673 676 739 993
United States of 4,042 | 3,636 | 2,959 | 3,655 | 3,557 | 3,498 | 3,335 | 3,535 | 4,146 | 4,013 | 4,110 | 4,250
America

Total 11,698 | 10,472 8,434 9,946 9,534 8,504 7,892 7,942 8,949 8,813 8,981 9,397
Index 2007=100 100 90 72 85 81 73 67 68 76 75 77 80

Further, when looking into the imports from higher-risk countries, the opposite trend can be observed.
For this, a selection is made of 106 countries, which are classified into the higher-risk category for
illegal logging (as per the ILAT risk score).'® This selection also includes some of the most important EU
timber-product trade partners (such as Brazil, Russia and Ukraine). Overall, imports from these
countries represent more than a third of all EU imports of EUTR-regulated products. As seen in table C-
7, the trade volume development for the group of higher-risk countries follows a path of steady trade
volumes increase since 2013 that is significantly stronger than the overall trade volumes of the same
product selection as presented in Table C-1. This shows that trade volumes with higher-risk countries
have not suffered any disproportionate impact from the entry into force of EUTR in 2013.

9 American Samoa, Anguilla, Greenland, Lichtenstein, Iceland, Mauritius, San Marino and the Virgin Islands
10 https: //www.forest-trends.org/fptf-ilat-home/ (last accessed 22 February 2021)
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Table C-7 Value of EU imports of EUTR-regulated wood-based products from higher-risk countries (in million
Euro) (source: Eurostat ext_go_detail)

2014 2015 2016 2017

Totali(106 13,311 | 11,392 | 8,039 9,772 9,620 8,916 8,289 8,752 | 10,061 | 10,133 | 10,337 | 11,898
countries)
Index 100 86 60 73 72 67 62 66 76 76 78 89
2007=100
Country Risk Country Risk Country Country
score score
Afghanistan 90.98 Egypt 76.54 Libya 96.56 Solomon Isds 70.15
Algeria 76.84 El Salvador 50.55 Madagascar 76.54 Somalia 99.19
Angola 86.45 Equatorial Guinea 90.30 Malawi 66.57 South Sudan 98.55
Argentina 63.30 Eritrea 94.56 Maldives 64.32 Sri Lanka 54.71
Azerbaijan 56.88 Ethiopia 81.85 Mali 73.36 Sudan 93.85
Bangladesh 79.37 FS Micronesia 57.06 Marshall Isds 51.81 Suriname 60.76
Belize 65.45 Gabon 84.95 Mauritania 76.18 Syria 96.56
Benin 60.62 Gambia 69.32 Mexico 68.35 Tajikistan 80.69
Bermuda 54.32 Ghana 56.11 Moldova 56.45 Tanzania 65.31
Bolivia 76.72 Guatemala 73.49 Morocco 55.69 Thailand 59.67
Bosnia 54.72 Guinea 80.95 Mozambique 80.13 Timor-Leste 75.92
Herzegovina
Brazil 57.49 Guinea-Bissau 88.80 Myanmar 91.62 Togo 71.96
Burkina Faso 60.87 Guyana 59.39 Nauru 56.41 Trinidad and 51.45
Tobago
Burundi 91.48 Haiti 86.58 Nepal 66.55 Tunisia 52.68
Cambodia 81.16 Honduras 84.40 Nicaragua 72.53 Turkey 56.31
Cameroon 81.13 India 65.31 Niger 72.81 Turkmenistan 88.23
Central African 84.61 Indonesia 51.51 Nigeria 81.10 Tuvalu 51.71
Rep.
Chad 93.22 Iran 80.29 Pakistan 82.56 Uganda 69.66
Colombia 64.31 Irag 90.87 Palau 51.50 Ukraine 69.05
Comoros 79.04 Kazakhstan 53.41 Papua New 82.59 Uzbekistan 79.18
Guinea
Cote d'lvoire 77.92 Kenya 69.98 Paraguay 55.76 Venezuela 95.91
Cuba 66.63 Kiribati 64.88 Peru 65.58 Vietnam 64.14
Dem. People's 95.10 Kyrgyzstan 65.92 Philippines 60.88 Yemen 96.99
Rep. of Korea
Dem. Rep. of 94.69 Lao PDR 88.72 Rep. of Congo 87.66 Zambia 64.01
the Congo
Djibouti 78.17 Lebanon 77.08 Russia 79.68 Zimbabwe 92.31
Dominican Rep. 58.06 Lesotho 61.96 Sao Tome and 61.60
Principe
Ecuador 80.69 Liberia 77.94 Sierra Leone 75.82
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Development of import patterns of specific EU countries

Examining the Eurostat dataset (Table C-8) regarding the import volumes of the specific EU Member
States, here again the considerable differences in import trends between EU countries can be observed.
The larger importing countries are the United Kingdom (€6.1 billion), Germany (€4.3 billion), Italy (€3.3
billion), the Netherlands (€3.0 billion), France (€2.1 billion), Belgium (€1.7 billion) and Poland (€1.2
billion). Whereas the general trend of recovering trade volumes post-2013 can be identified in most
countries, neither the recovery trend nor its intensity is uniformly true. While on average EU imports of
EUTR-regulated products do not reach the pre-crisis levels, for some countries, imports end up in 2018
being higher than in 2007. Since the introduction of EUTR in 2013, the countries presenting the stronger
increase in imports are some of the new EU Member States as well as some of the countries harshest hit
by the economic crisis'! (so expected to present a stronger rebound effect). To filter out the impact of
the crisis, the comparison is made to 2007 levels. With the exception of Poland, none of them ranks
amongst the largest EU importers of timber. Specifically, the sharpest increases in imports where
measured in Romania (+85%), Poland (+83%), Lithuania (+62%), Slovakia (+51%), Czech Republic (+30%),
Malta (+18%) and Bulgaria (+15%).

" Strongest increase in extra-EU imports since 2013 is presented in Lithuania (+220%), Latvia (+155%), Poland (+90%),
Greece (+83%), Romania (+82%), Portugal (+76%), Bulgaria (+57%) and Estonia (+55%).
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Table C-8 Value of EU imports of EUTR-regulated products per Member State (in million Euro) (source: Eurostat ext_go_detail)

2009 2010 2012 2013 2014 2015 2016
Austria 469 469 434 519 561 484 473 490 503 495 465 499
Belgium 2,381 2,011 1,685 1,813 1,801 1,793 1,578 1,589 1,748 1,754 1,723 1,681
| Bulgaria 186 217 141 136 147 145 136 146 148 168 183 214
Croatia 203 195 162 135 136 132 127 127 125 145 159 176
Cyprus 97 97 68 75 64 47 37 42 11 42 46 52
Czech Republic 207 223 186 226 230 203 192 187 213 237 245 269
Denmark 699 600 433 523 506 439 413 436 462 452 505 602
Estonia 328 157 102 141 156 162 168 183 186 196 217 260
Finland 1,003 1,141 457 606 581 530 550 516 482 487 507 633
France 2,907 2,662 2,083 2,463 2,327 2,188 1,895 1,840 1,991 1,976 1,876 2,050
Germany 5,064 4,566 3,874 4,779 4,618 4,227 3,797 3,846 4,134 4,076 4,187 4,331
Greece 630 582 457 398 326 257 235 259 278 365 342 429
Hungary 239 178 138 156 168 156 139 140 165 184 212 208
Ireland 554 378 223 233 199 197 192 220 265 266 275 276
Italy 4,158 3,728 2,717 3,499 3,413 2,850 2,736 2,668 3,007 2,747 2,840 3,278
Latvia 331 164 72 98 117 111 99 143 178 195 222 316
Lithuania 231 172 92 115 144 138 147 192 223 276 300 375
Luxembourg 12 11 7 4 4 5 5 5 7 7 7 8
Malta 20 22 18 25 27 22 18 20 20 19 25 24
Netherlands 2,851 2,747 2,129 2,952 2,865 2,644 2,208 2,173 2,560 2,394 2,536 2,964
Poland 679 707 540 695 746 685 655 793 909 988 1,101 1,245
Portugal 331 278 195 291 262 160 175 189 237 275 265 308
Romania 276 340 236 254 267 263 280 321 395 472 472 509
Slovakia 69 76 54 63 77 70 75 76 87 104 92 104
Slovenia 245 228 194 247 276 228 180 143 159 179 193 227
Spain 2,049 1,663 1,041 1,248 1,220 964 855 895 1,067 1,004 1,045 1,138
Sweden 1,314 1,249 921 1,130 1,101 1,018 959 1,012 1,062 996 1,062 1,102
United Kingdom 5,807 4,820 3,892 4,624 4,390 4,636 4,404 4,912 5,992 5,810 5,948 6,089
All EUTR 33,338 29,684 22,549 7,451 26,729 24,754 22,727 23,565 26,646 26,311 27,050 29,368
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We looked into the increase in extra-EU imports of specific countries to develop an understanding of
how far the increase in their trade external trade can be attributed to the implementation of EUTR
potentially resulting in a shift in imports through specific countries . Specifically, Table C-9 compares
extra-EU imports, intra-EU imports and the exports of the selection of the seven EU Member States that
presented the strongest increase in extra-EU imports since 2007. This exercise aims to identify whether
extra-EU imports of these countries present a significantly different pattern compared to their intra-EU
imports. Moreover, in comparing them with the development of their intra-EU exports, it is possible to
deduct whether specific countries have developed to be “convenience” entry points for timber
importers aiming to circumvent stricter EUTR-related checks.

Table C-9 Change in trade value of EUTR-regulated products for selected EU Member States (source: Eurostat
ext_go_detail)

Trade value Share EU total Trade value

(in € million) (in € million)
2013 2018 | Difference | 2013 | 2018 Difference Corresponding to

share increase

Extra-EU 1,503 2,740 1,237 6.6% | 9.3% 2.7% 798
imports

Intra-EU imports 10,816 13,670 2,855 11.7% | 12.8% 1.1% 1,150
Intra-EU exports 12,851 17,523 4,672 14.0% | 16.4% 2.4% 2,648

The values represent the totals for the EU Member States presenting the largest extra-EU import increase in

the 2007-2018 period (Bulgaria, Czech Republic, Lithuania, Malta, Poland, Romania and Slovakia)

In between the seven countries presenting the strongest increase in imports of EUTR regulated products
since 2007, the value of imports accounted to 6.6% of the EU total in 2013 (€1.5 billion) and 9.3% by
2018 (€2.7 billion). The 2.7% increase in import share of these countries since the beginning of the
implementation of EUTR in 2013 represents a value of approximately €800 million additional imports.
Even if this shift stood for an effort to avoid stricter EUTR checks, this would represent a relatively
small part (2.7%) of the total EU imports.

At the same time, these countries present a similar pattern of increasing the overall value of their
intra-EU total imports. These increased in the 2013-2018 period from €10.8 billion (11.7% share of EU
total) to €13.7 billion (12.8% share). The corresponding increase in EU share amounts to €1,150 million,
indicating that the specific selection of Member States presents a similarly strong increase in intra-EU
imports compared to extra-EU imports.

Moreover, the same countries present also a significantly increase in exports to other EU countries
leading to a trade increase corresponding to €2,648 million. This trade value increase is significantly
higher than their additional extra-EU imports highlighting that their exports to other EU countries do

not seem to be driven by the additional imports.

With the above in mind, it is difficult to demonstrate that a significant part of EUTR-regulated imports
has shifted to more “convenient” entry points.
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Development of imports from VPA countries

In Table C-10 an overview of the current imports of EUTR-regulated products'? from VPA-implementing
and VPA-negotiating countries is presented. This overview shows the portion of the trade in EU timber-
products covered by countries engaged in VPA discussions with the EU (9.1% of total import value). This
portion is even smaller when considering that only 6.2% is covered by countries implementing a VPA
agreement, and that only 3% of all imports comes from countries (i.e. Indonesia) who are issuing FLEGT
licences.

Table C-10 VPA countries and VPA negotiating countries and EU28 timber imports from these countries in 2018
(source Eurostat'?)
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Cameroon Implementing 2011 252.11 0.9% 311,105 0.5% | 217.7 5%
Central African Implementing 2012 11.37 0.0% 22,219 0.0% 8.4 0%
Republic
Republic of Congo Implementing 2013 78.63 0.3% 91,464 0.1% 65.5 2%
Ghana Implementing 2009 28.92 0.1% 24,687 0.0% 16.3 0%
Indonesia Implementing 2014 Since 878.33 3.0% 586,520 0.9% 147.6 4%
2016
Liberia Implementing 2013 2.30 0.0% 5,822 0.0% - -
Vietnam Implementing 2019 570.71 1.9% 22,9010 0.4% 5.3 0%
Total VPA 1822.37 6.2% 1,270,828 2.0% | 460.7 11%
Cote d’lvoire In negotiation n/a 63.3 0.2% 63,112- 0.1% | 54.508 1%
Democratic Republic . 25.45 0.1% 37,581.7 0.1% | 18.39 0%
In negotiation n/a
of the Congo
Gabon In negotiation n/a 163.47 0.6% 188,744.02 0.3% | 137.67 3%
Agreed, pending 3.38 0.0% 4,840.29 0.0% | 0.0592 0%
Guyana . n/a
signature
A i 1.4 . 1 .51 .0% . %
Honduras gre?d, pending n/a 5 0.0% ,393.5 0.0% | 0.0935 0%
signature
Laos In negotiation n/a 0.07 0.0% 11.72 0.0% - -
Malaysia In negotiation n/a 477.32 1.6% | 319,642.77 | 0.5% | 153.93 4%
Thailand In negotiation n/a 102.12 0.3% 73,925.48 0.1% | 0.982 0%
Total VPA-
ot vH 773.26 | 2.9% | 626,139.49 | 1.1% | 365.63 | 9%
negotiating
Total imports (All
§ o ( 29290.00 | 9.1% | 62,320,000 | 3.1% | 4210 20%
countries)

Table C-11 presents the value of EUTR-regulated product imports from VPA countries providing also a

comparison with their coverage of total high-risk country imports to the EU. Figure C-4 presents the

development of the relevant trade volumes with this selection of countries. It can be seen that all

categories of countries engaged in VPA implementation or negotiations have performed relatively worse

12 Each VPA includes a specific product scope bilaterally agreed between the EU and the partner country, however in
order to simplify the analysis of this section, a common EUTR-scope has been selected.
3 Eurostat database: The ComExt database was used to derive the value of all EUTR-regulated timber products;

Tropical wood imports representing a sub-set of the Chapter 44 of the Harmonised System overall product codes to

which EUTR is applicable are derived from the For_trop dataset.
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than the average timber exporter to the EU over the course of the implementation of FLEGT
Regulation. In principle, an improvement of forest governance and timber legality would be expected
over the course of the VPA negotiations eventually leading to the establishment of the TLAS. The
functioning of the latter could potentially facilitate trade with the EU as is in fact exhibited by the
relatively better performance of Indonesia since the entry into force of the TLAS system in 2016 (even

more so, if we account also for a couple of years of systematic improvement taking place prior to that).

Table C-11 Value of EU imports of EUTR-regulated wood-based products from VPA countries (in million Euro)
(source: Eurostat ext_go_detail)

2007 2008 2009 2010 2 2012
524 430 257

011

Cameroon 298 324 293 239 237 268 306 240 252
Central African 29 24 13 11 12 10 7 6 12 14 7 11
Republic

Congo 107 108 59 89 66 57 67 67 73 84 72 79
Ghana 120 99 53 54 53 44 36 35 31 30 27 29
Liberia 0 0 4 3 18 12 5 2 3 3 2 2
Vietnam 442 459 364 430 399 432 406 460 558 559 560 571
Indonesia 1,509 | 1,289 | 981 1,077 | 947 829 706 739 849 876 890 879
Congo (Democratic 146 126 66 64 61 45 44 33 44 45 27 25
Republic of)

Gabon 340 303 202 187 176 149 152 147 165 197 172 163
Guyana 11 8 6 8 4 3 2 2 5 2 3 3
Honduras 6 3 3 3 2 4 3 4 2 2 1 1
Ivory Coast 264 238 122 132 110 105 87 97 95 83 66 63
Laos (People’s 0 1 0 0 0 0 0 0 0 0 0 0
Democratic

Republic)

Malaysia 971 862 649 717 624 566 462 475 521 478 479 480
Thailand 283 256 197 189 173 154 144 133 136 125 104 103
Total 4,751 | 4,205 | 2,976 | 3,262 | 2,969 | 2,701 | 2,363 | 2,437 | 2,762 | 2,805 | 2,650 | 2,663
Index 2007=100 100 89 63 69 62 57 50 51 58 59 56 56
VPA Coverage of 36% | 37% | 37% | 33% | 31% | 30% | 29% | 28% | 27% | 28% | 26% | 22%
high-risk country

imports in the EU
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Figure C-4 Development of the value of EU28 imports of EUTR-regulated wood-based products from non-EU
countries (2007=100) (source: Eurostat ext_go_detail)
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A more detailed comparison of the trade performance of countries engaged in VPAs (negotiation and
implementation) vis-a-vis their regional competitors is presented in Figure C-5 for Asian countries,
Figure C-6 for African countries and Figure C-7 for South and Central American countries. In each of
them, it can be seen that non-VPA countries have been consistently performing better than their VPA
neighbours showing no sign of better than average performance of the VPA countries.™

Figure C-5 Development of the value of EU28 imports of EUTR-regulated wood-based products from Asian
countries (2007=100) (source: Eurostat ext_go_detail)
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14 Noting that the agreements with the VPA countries where implemented at some point along the timeline so in
assessing the relevant trendline we should account for the dates of entry in negotiation and signing of each VPA
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Figure C-6 Development of the value of EU28 imports of EUTR-regulated wood-based products from African
countries (2007=100) (source: Eurostat ext_go_detail)
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Figure C-7 Development of the value of EU28 imports of EUTR-regulated wood-based products from Central and
South American countries (2007=100) (source: Eurostat ext_go_detail)
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Development in the significance of the EU as a trade partner to VPA countries

Figure C-8 presents the total import of EUTR-regulated products for the EU and China. The significance
of China as an importer of these products globally has changed significantly since 2009: in 2017 China
imported more than double the value of EUTR products imported by the EU, compared to presenting
less than half of the EU imports a decade earlier. This increased trade activity comes at the expense of
the EU’s gravity as a trade partner. It can be expected to result in the EU having less influence in
production methods of timber-product exporting countries since a rapidly growing alternative market is

available to absorb their exports.
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Figure C-8 Value of imports of EUTR-regulated wood-based products for the EU 28 and China (in million Euro)
(source: Eurostat ext_go_detail, UN Comtrade data)
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A similar pattern is observed for trade from VPA countries specifically, where China has also replaced
the EU as the most important trade partner of VPA countries as seen in Figure C-9. The increase in
importance of China as a trade partners is in this case even more pronounced. In 2018, the total value
of exports from VPA countries to China stood at more than double the level of exports of the same
countries to the EU. This is a reversal of the 2007 situation when the EU absorbed more than double the

amount of exports from these countries compared to China.

Figure C-9 Value of imports of EUTR-regulated wood-based products from VPA countries for the EU28 and China
(in million Euro) (source: Eurostat ext_go_detail, UN Comtrade data)
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A similar reversal of importance as a trade partner can be seen when examining imports from the most
important EU VPA trade partners. In the case of Indonesia, the functioning of the TLAS has not led to a
reversal of this trend as seen in Figure C-10. The same is true for Vietnam (Figure C-11) where despite
the progress made in developing a functioning TLAS (although a fully functioning TLAS is not yet in
place) and the relative increase in imports for the EU28, China still handily surpasses it as a trade
partner.
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Figure C-10 Value of imports of EUTR-regulated wood-based products from Indonesia for the EU28 and China (in
million Euro) (source: Eurostat ext_go_detail, UN Comtrade data)
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Figure C-11 Value of imports of EUTR-regulated wood-based products from Vietnam for the EU28 and China (in
million Euro) (source: Eurostat ext_go_detail, UN Comtrade data)
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For other relatively large exporters to the EU such as Malaysia (Figure C-12) and Cameroon (Figure C-13)
which also present a higher risk profile as origins of illegal timber than the previous'>, despite starting
from a significantly better position, EU imports have also decreased. When combined with the increase
in imports of China, the two stand in near parity as trade partners for these countries.

15 Based on ILAT country risk profiles
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Figure C-12 Value of imports of EUTR-regulated wood-based products from Malaysia for the EU28 and China (in
million Euro) (source: Eurostat ext_go_detail, UN Comtrade data)
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Figure C-13 Value of imports of EUTR-regulated wood-based products from Cameroon for the EU28 and China (in
million Euro) (source: Eurostat ext_go_detail, UN Comtrade data)
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Country specific trends

The inability of the EUTR to reduce illegal logging globally becomes more prominent as an increased
trend observed in the value of imports from key timber exporting countries such as Russia, Brazil,
Ukraine and China which are still considered non-negligible risk countries regarding their illegal logging

activities'® as presented in the Figure C-14.

1 NEPCon timber risk scores: Brazil (42/100), China (73/100), Russia (6/100), Ukraine (10/100) - least scored country
is perceived as high-risk exporting country.
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Figure C-14 Value EUTR-regulated timber product imports'” into EU from Brazil, China, Russia, Ukraine - in Euro
(Source: FLEGT Regulation Dashboard)
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A more detailed breakdown of the main HS codes used for imports from these countries is presented in
the figures below indicating the different specialisation in their exports to the EU28. EUTR-regulated
imports from China (Figure C-15) appear to stagnate over this period. However, since total EU imports
have decreased, this amounts for a relative increase in the share of imports coming from China. The
exception to this is the import of furniture products (HS Chapter 94) which is the only product category
exhibiting an increase, it is also showing a sharp increase post 2013. At the same period, Chinese
imports of furniture have increased also sharply after the introduction of EUTR in 2013 (Figure C-16).
This could potentially show a shift of furniture imports from higher risk countries to the EU via China, a
view that needs to be confirmed with market operators.

Figure C-15 Development of the value of EU28 imports of EUTR-regulated products from China (index
2007=100) (source: Eurostat ext_go_detail)
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7 EUTR annexure products (Data accessed from EU timber trade interactive dashboard - Source Eurostat)
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Figure C-16 Development of the value of imports of EUTR-regulated products to China (index 2007=100)
(source: Eurostat ext_go_detail)
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In Figure C-17 and Figure C-18, EUTR imports to the EU28 from another two major trade partners,
Russia and Ukraine are shown. While imports from Russia appear considerably reduced over the last
decade, imports from Ukraine are on a steady upwards trajectory. This trend might be potentially
supported by the measures brought in the country to increase the legality of timber harvest seen in
Annex B.

Figure C-17 Development of the value of EU28 imports of EUTR-regulated products from Russia (2007=100)
(source: Eurostat ext_go_detail)
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Figure C-18 Development of the value of EU28 imports of EUTR-regulated products from Ukraine (2007=100)
(source: Eurostat ext_go_detail)
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Furthermore, the example of Myanmar is interesting as it might indicate differences in enforcement
approaches between EU MS since the entry into force of EUTR (Figure C-19) despite the country being
considered to have concerning lack of transparency of timber product value chains, its exports to the
EU have been gradually increasing after the lift of the EU trade embargo since 2012. However, this
increase has been uneven across EU MS: for some, the value of trade has nearly reached pre-embargo
levels (e.g. Italy, Belgium) or even increased in value (e.g. Greece, Croatia), while for others (e.g.
Germany, the Netherlands, France etc.) trade has reduced significantly compared to the pre-embargo
levels. Although trade with Myanmar represents a relatively low volume and might not thus attract the
focus on enforcement authorities, this still shows that EUTR might not always function as expected for
exporting countries with a high-risk profile and would rather depend on the enforcement approach of
each MS.

Figure C-19 Development of the value of EU28 imports of EUTR-regulated products from Myanmar (2007=100)
(source: Eurostat ext_go_detail)
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Imports to the EU from Indonesia:

Indonesia is one of the world’s largest exporters of tropical timber products, which are produced from
logging activities in natural forests, industrial plantations and household-managed small-scale plantings,
as well as from imported timber. Indonesia exports a wide variety of timber products, ranging from
plywood, pulp and paper to furniture and handicrafts. The main export markets are in Asia (China,
Japan and South Korea). Indonesia is also by far the biggest FLEGT Regulation VPA-country trade
partner of the EU, exporting EUTR-regulated products as in 2018 trade worth is EUR 0.878 billion.

That said, it needs to be acknowledged that the only VPA country currently issuing FLEGT licences to
verify legal timber products, is Indonesia. Of timber product imports from all sources and specifically
from tropical sources to the EU, only 3% and 4% by value (0.9% and 3% by weight) respectively originate
from Indonesia. This, obviously, represents only a very small amount of the total timber imported to
the EU28.

In November 2016, Indonesia became the first country to start FLEGT Regulation licensing, having
signed its VPA with the EU in 2011 (this entered into force in 20