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INTRODUCTION
A UNEP and INTERPOL joint study (2012) sta-
tes that illegal logging accounts for up to 30%
of the global logging trade and contributes to
more than 50% of tropical deforestation in
Central Africa, Amazon Basin and South East
Asia . Between 50% and 90% of logging from
the key countries in these regions is being car-
ried out by organized criminal entities. A very
recent assessment (Hoare, 2015) estimated
that nine producer countries in those geo-
graphical zones produced more than 80 mil-
lion m2 of illegal timber in 2013.
Such illegal trafficking damages significantly
the legal market and also the Governments,
due to its influence on the revenue system (fi-
scal evasion, VAT payment), lack of state con-
tribution (tax burden) and opportunities for
money laundering.
Existing literature shows that the problem ex-
tends well beyond tropical countries’ bounda-
ries and provides examples in developed na-
tions: every year in Europe tons of timber are
object of illicit trade and origins are not clearly
traceable. Therefore a big space is given to cri-
minal operations of illegal traffic that damages
significantly the legal market.

Consequently, the European Union (EU) initia-

ted the EU Forest Law Enforcement Governan-

ce and Trade (FLEGT) action plan. In March

2013, an additional step was taken with Re-

gulation no. 995/2010 of the European Par-

liament and of the Council, commonly known
as the EU Timber Regulation (EUTR - EC,

2013a): the EUTR was welcomed by many as a

long awaited effort to curb illegal logging. The

EUTR creates a new framework within which

various actors involved in the timber trade can

interact. The regulation incorporates the roles
of existing actors with new actors who are re-
sponsible for new tasks. Officially, the EUTR
operates with reference to six main actors

(ClientEarth, 2011):

e the European Commission (EC): responsible
for the effective implementation of the Re-
gulation;

e Member States (MS): each responsible for
the implementation of the regulation throu-
gh national competent authorities;

e Operators: the primary placers of timber or
timber products on the European market;

* Traders: actors who receive timber or timber
products from operators and trade on the
European market;

e Monitoring Organizations (MOs): assisting
operators with adequate DDSs.

The TREES Project (Timber Regulation Enfor-
cement to protect European wood Sector from
criminal infiltration) aims at enforcing the EU
Timber Regulation implementation as instru-
ment to fight corruption as facilitator of or-
ganized crimes activities. Specific target of
the project is to explore the anti-corruption po-
tentiality of the EUTR, increasing cooperation
among Law Enforcement Agencies (LEAs) and
private operators, improving their cooperation
to fight against crime and transfer project re-
sults to European Union Member States.
In order to reach this goal, as first step, the
project has collected data concerning criminal
routes and events in the European market,
with a specific focus on the Balkans area. Hen-
ce, a survey has been created to identify LEAs
and private operators perceptions and expe-
riences concerning corruption in timber sec-
tor. Simultaneously, in order to increase and
reinforce the knowledge on the phenomenon
of illegal logging and on the EUTR, several me-
etings (face to face meetings in Albania, Koso-
vo, Macedonia, Bulgaria, France and Italy and
30 hours of webinars addressed to European
private operators and LEAs) have being orga-
nized.
This document represents the final deliverable
of the TREES project and it contains a synthe-
sis of the main issues presented on the TREES
deliverables. It is divided into three sections.
The first one is aimed at analyzing the pheno-
menon of illegal logging and its relation with
the corruption.
With the second section the focus is moved to
the emerging risk of corruption in the forest
sector in Europe. The last one section has the
objective to give some indications and sugge-
stions on how to prevent and reduce the crimi-
nality in the timber sector.

More information about the TREES Project are

available on: www.trees-project.eu
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SECTION |
THE PHENOMENON

Corruption and other crimes in the forest sec-
tor in Europe and their perception

In 2011, European Union imports of solid tim-
ber and timber products (excluding internal EU
trade) had a value of €15.11 billion and esti-
mated roundwood equivalent (RWE) volume of
64.3 million (Forest Trends, 2013). The tim-
ber industry consists of a chain of successive
manufacturing activities, each having traded
outputs.

Each part of the chain absorbs some of its
added value. Figure 1 provides an overview of
raw material and wood product flows in the fo-
rest processing industry. Figure 2 shows the

Figure 1 - Raw material and wood product flows in the
forest processing industry (ITC/ITTO, 2002, modified).
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source of these products by region of origin.

A recent study by Centro Studi Federlegno
Arredo, in collaboration with WWF and Con-
legno (2014) shows that 3 billion of euros is
the amount of Wood-Furniture-Paper imported
from Extra EU countries entering the EU-28
market through customs (Table 1).

Figure 2 -European Union values of imports by supply
region in 2011 (billion of €) (Forest Trends, 2013)

United Kingdom, Germany and Italy are the
countries that imports the most and the first
10 importing countries imports around 86% of
the total amount of Wood-Furniture-Paper in
terms of value and the (with the 84% of the
total amount in terms of quantity). This kind
of products come mainly from China, United
States, Brazil and Russia. Even countries with
strong forest tradition import from third coun-
tries (e.g. Austria, Norway).

About wood sector: 50% of the imported go-
ods (in thousands of tons) come from Russia
(27), Belarus (31) and Ukraine (26); for paper
sector: 50% of the imported goods (in thou-
sands of tons) come from Brazil (43) and the
United States (74); regarding furniture sector:
50% of imported goods (in thousands of tons)
come from China (36) with serious difficulties
in identifying the origin and the wood species
they are made of.

The Main sorts of EUTR products imported in
the EU-28 in terms of values are: 1) sawn tim-
ber; 2) firewood; 3) plywood. In terms of quan-
tities: 1) firewood; 2) roundwood; 3) sawn tim-
ber. The ranking of the major third countries
exporting to the EU28 varies according to the
selected parameter - value or quantities is: a)
in terms of value not strictly linked to quantity
but rather to transformation and processing
of products subject to EUTR, China (36) is the
first exporting country; b) in terms of quantity
expressed in tons, which is more meaningful
to identify the origin of raw materials, Russia is
the first exporting country.

In general, a steady and high increase is ob-
served in imported firewood. For example in



United Kingdom there is a 27,3% increase
between 2013/2014, in the same period for
Italy this increase is of 23,7%, showing that il-
legal activities have to be checked not only for
tropical timber as they can happen much clo-
ser to EU borders as well. Looking to the first
Countries in Table 1, these cover around 60%
of the total importations.

Table 1 - Imports of wood-furniture-paper from extra EU28 Countries. Source: Federlegno Arredo and WWF (2014)

Moreover, it has to be taken into account that,
in Wood-Furniture-Paper, Italy (involved in the
project TREES) is ranking 3rd in terms of value
(10 billions of euro) and 4th in terms of quan-
tities (21 millions of tons) among importing
countries, importing mainly from Brazil, China,
United States, Russia, Bosnia Herzegovina,
etc. suggesting that Italy - as well as United

RANK COUNTRY 2008 | 2009 2010 2011 | 2012 2013 2014 | var.% | var.%
08/14 | 13/14
1 United Kingdom [ 4.236 | 3.475 [4.165 4,043 |[4.389 [4.265 [4.798 |13,3% |12,5%
2 Germany 3.989 |[3.440 |4.286 4230 |[3.974 |3.663 [3.765 |-5,6% 2,8%
3 Italy 3.102 [2.282 |2.987 2972 2543 |2.567 2.605 |-16,0% |1,5%
4 Netherlands 2407 1918 |[2.660 2.679 |2.536 |2144 2115 |-121% |-1,4%
5 France 2325 |1.852 [2.213 2.138 |2.065 |1.832 1.800 |-22,6% [-1,7%
6 Belgium 1.764 (1503 |1.631 1.653 [1.689 |[1.522 1.547 |-12,3% |1,6%
7 Sweden 1.090 (816 1.013 1.008 (959 925 985 -9,6% 6,5%
8 Spain 1.452 (923 1.120 1121 (910 825 871 -40,0% |5,6%
9 Poland 620 483 629 684 647 634 776 252% |22,4%
10 Finland 999 407 545 535 501 532 503 -49,6% |[-5,5%
11 Austria 370 346 425 464 404 434 484 30,8% |[11,5%
12 Denmark 525 386 471 462 411 397 427 -18,7% | 7,6%
13 Romania 297 207 225 242 246 269 313 5,4% 16,4%
14 Greece 507 405 357 299 242 227 251 -50,5% |[10,6%
15 Ireland 333 199 210 183 186 186 215 -35,4% |[15,6%
16 Lithuania 151 83 104 133 130 142 187 23,8% |[31,7%
17 Portugal 240 167 261 241 152 169 184 -23,3% |8,9%
18 Czech Republic | 194 164 199 206 187 183 183 -5,7% 0,0%
19 Estonia 138 91 127 143 153 162 179 29,7% |[10,5%
20 Bulgaria 187 122 118 132 133 131 142 24,1% | 8,4%
21 Latvia 144 64 89 108 105 95 140 -2,8% 47,4%
22 Slovenia 115 96 130 142 116 121 140 21,7% | 15,7%
23 Hungary 129 104 111 114 113 117 137 6,2% 17,1%
24 Croatia 129 110 122 126 125 124 124 -3,9% 0,0%
25 Slovakia 64 45 52 63 59 70 74 15,6% |5,7%
26 Cyprus 85 61 68 59 44 36 41 -51,8% |[13,9%
27 Malta 19 16 22 25 21 17 20 5,3% 17,6%
28 Luxembourg 10 6 4 4 5 5 5 -50,0% |0,0%
UE28 25.621 (19.771 | 24.344 | 24.209 | 23.045 (21.794 |23.011 (-10,2% |5,6%
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Kingdom and Germany, ranking respectively
1st and 2nd but not involved directly in the
project TREES - have to be the leading coun-
tries in the EUTR implementation.

In the EU timber market dynamic, a key role
is played by what are called “strong relation-
ships”: for example Sweden imports from
Norway about 73% of the products (mainly
roundwood and firewood); Poland imports from
Belorus about 61% (mainly roundwood and fi-
rewood). Strong relationships between coun-
tries underline the presence of “entry points”,
generally favoured by the proximity between
EU and extra-EU countries. In some cases, ex-
tra-EU countries have high-risk country profi-
les (such as Belarus - Corruption Perception
Index (CPI) of 31 exporting to Poland more
than 50% of its total EUTR exports). This phe-
nomenon deserves attention as it especially
emphasizes the importance of a harmonized
implementation of EUTR all over the EU terri-
tory. Already in 2011, according to the basic
definition of “high risk” used by Forest Trends
(2013) - national Corruption Perception Index
of less than 50 out of 100, where “0” is “high
risk” and “100” is “low risk” - 52.7 million m3
with a value of € 12.4 billion (82%) of total EU
imports derived from high risk countries.
Figure 3 shows the source of EU imports from

Figure 3 - European Union values of imports by high-ri-
sk countries in 2011 (billion of €) (Forest Trends, 2013).

“high risk” countries by region of origin. It hi-
ghlights that with the exception of North and
South America, the overwhelming majority of
timber from all supply regions outside the EU
is from high risk countries.

Finally, EU imports from high risk countries are
dominated by wood furniture, with moderate
amounts of sawnwood, plywood and vene-

ers, low amounts of logs, flooring, and energy
wood, and negligible amounts of joinery pro-
ducts and composite panels.

The issue of illegal logging gained prominence
in international policy discussions during the
1990s. Tackling illegality in the forest sector
and improving governance were recognized
as essential for improving the sustainability
of the sector, with respect to both the environ-
ment (through facilitating better forest mana-
gement) and the economy (through boosting
government revenues). lllegal logging was in-
cluded in the 1998 G8 Action Programme on
Forests. During the first half of the following
decade, the World Bank organized a series of
regional conferences on “forest law enforce-
ment and governance” (FLEGT) (Overdevest &
Zeitlin, 2014).

The EU Forest Law Enforcement, Governance
and Trade (FLEGT) Action Plan, has framed the
European approach to tackling illegal logging
since 2003, when the plan was agreed (for
details see EU FLEGT Action Plan), recognizing
that the EU was an important market for illegal
wood-based products, the plan sought to use
trade as a lever to support governance impro-
vements. It set out a range of measures aimed
at preventing illegal imports into Europe and
increasing demand for legal imports, while at
the same time supporting producer countries’
efforts to improve legality in their forest sec-
tors. The two most significant developments
have been the introduction of the EU Timber
Regulation (EUTR) prohibiting illegal timber
from being placed on the European market,
which came into force in 2013 (EC, 2013a)
and the elaboration of voluntary partnership
agreements (VPAs), under which only timber
licensed as legal (that is, with a FLEGT licen-
ce) can be imported into Europe from partner
countries.

A series of actions have been undertaken all
over the world in order to fight illegal logging
and illegal timber trade, such as the Green
Purchasing Law (Japan - 2006), the Lacey Act
Amendment (US - 2008) and the lllegal Log-



ging Prohibition Act (Australia - 2012).

The main actions promoted by the European
Union (represented in the chart below) are: the
Bali action plan, the FLEGT Action Plan and the
Timber Regulation. The Bali action plan (2001)
can be considered the first one pillar of the Eu-
ropean fight against illegal logging. This mee-
ting was the first Regional Forest Law Enforce-
ment and Governance (FLEGT) conference.
The main actions undertaken by the EU in or-
der to increase control and prevent criminal
infiltration, are two main Regulations:

Fig 4: Timeline of major actions to fight illegal logging
in EU

* Bali Action Plan

* EU FLEGT Action Plan
* FLEGT Regulation

* EU Timber Regulation

* EUTR comes into effect

o FLEGT Regulation (N°2173/2005)

o Timber Regulation (N°995/2010)

The two instruments are respectively related:
they are meant to reinforce each other. The
FLEGT Action Plan and Regulation from the
supply side and the EUTR from the demand
side.

FLEGT Action Plan
In 2003, the European Commission presented
the EU Forest Law enforcement, Governance

Fig 5: FLEGT Action Plan and its two main instruments.

and Trade (FLEGT) Action Plan. The main diffe-

rence between this plan and the previous pro-

cess is related to the addition of trade sector:
actions able to give a new and concrete focus

(EFI, 2015). The Plan’s objective is to elimina-

te the demand for illegal timber international

trade by sharing responsibilities of exporters
and importers. Under the Plan a series of Vo-
luntary partnership agreement (VPAs) are (to
be) established and signed between EU and
wood importer Countries. To date, six agre-
ement has been signed (Cameroon, Central

African Republic, Ghana, Indonesia, Liberia

and Republic of the Congo) and nine more

Countries are in negotiations with the EU (Cote

d’lvoire, Democratic Republic of the Congo,

Gabon, Guyana, Honduras, Laos, Malaysia,

Thailand and Vietnam).

The shared responsibility is the key of this kind

of agreement: both producer and consumer

Countries have to engage themselves in order

to combat illegal logging and trade. A series of

demand and supply side measures are taken
into account. The seven broad areas focused
on FLEGT are:

1. supporting timber-producing countries, in-
cluding promoting fair solutions to the illegal
logging problem

2. promoting trade in legal timber, including
developing and implementing VPAs between
the EU and timber-producing countries

3. promoting public procurement policies, in-
cluding guidance on how to deal with lega-
lity when specifying timber in procurement
procedures

4. supporting private sector initiatives, inclu-
ding encouraging voluntary codes of con-

- Bilateral trade agreements between the
EU and selected producer countries

- Voluntary partnership agreements (VPA) - Not a legislative act but a voluntary
agreement
-If ratiified, they becomelegallybinding
Forest Law enforcement Governance and
Trade (FLEGT) ActionPlan
2003
European “"iﬂga"r';heﬂ‘eﬂl'aﬁ“" - Focused on EUimporiing Countries
(2013) - Alegislativeact

Source Giurca and Jonsson (2015)
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duct for private companies sourcing timber

5. safeguarding financing and investment, in-
cluding encouraging financial institutions
investing in the forest sector to develop due
care procedures

6. using existing or new legislation to support
the Action Plan, including the EU Timber Re-
gulation

7. addressing the problem of conflict timber,
including supporting the development of an
international definition of conflict timber.

EU FLEGT Regulation (N° 2173/2
Regulation (EC) N° 2173/2005 (FLEGT Regu-
lation) entered into force on the 30th of De-
cember 2005 establishes a Community set of
rules for the import of certain timber products
for the purposes of implementing the FLEGT
licensing scheme.

The licensing scheme is being implemented
through the above mentioned VPAs with tim-
ber producing countries. The Regulation ap-
plies to imports of timber products (set out in
Annexes Il and lll) from partner countries (li-
sted in Annex |). The FLEGT licensing scheme
however applies only to imports from partner
countries. Based on the Regulation, imports
into the Community of timber products expor-
ted from partner countries is prohibited unless
the shipment is covered by a FLEGT license.
In that way, the VPAs and their licenses have
been upgraded with legally binding mechani-
sm for the EU countries. These FLEGT VPAs
and EU import restrictions are related only to
the mentioned (tropical) countries. They are
for example not foreseen for West Balkans
countries. However, for placing of the timber
from all other third countries on the EU market
now the so called Timber regulation applies.

EU Timber R lation (N° 201
Regulation (EU) N° 995/2010 (Timber Re-
gulation) entered into force the 3rd of March
2013 applies to timber and timber products
(listed in the Annex) placed on the internal
(EU) market for the first time and for com-
mercial purposes. It brings the following three
key provisions:
- prohibition of placing of illegally harve-
sted timber and timber products derived

from such timber on the internal market?;

- obligation for EU economic operators (e.g.
forest owners/companies, wood and paper
processors and importers) when placing the
timber products on the EU market to exer-
cise “due diligence”, by assuring certain
information on their timber supply (county
of harvest, tree species, quantity, supplier,
trader and compliance with applicable legi-
slation), by performing risk assessment of
risk on entering illegal timber into their sup-
ply chain and by undertaking measures for
the risk mitigation.

- When for the second time on the market,
the timber and timber products can be fre-
ely sold on and/or transformed, but the ope-
rators and traders shall assure traceability
of the products by keeping the records (at
least for five years) of their suppliers and cu-
stomers.

Pr ver he R lation

The Regulation covers a wide range of timber

product? including solid wood products, flo-

oring, plywood, pulp and paper; not include
recycled products, as well as printed papers
such as books, magazines and newspapers.

The full list of the timber and timber products

to which Timber Regulation applies is:

* Fuel wood, in logs, in billets, in twigs, in
faggots or in similar forms; wood in chips
or particles; sawdust and wood waste and
scrap, whether or not agglomerated in logs,
briquettes, pellets or similar forms

* Wood in the rough, whether or not stripped
of bark or sapwood, or roughly squared

* Railway or tramway sleepers (cross-ties) of
wood

* Wood sawn or chipped lengthwise, sliced or
peeled, whether or not planed, sanded or
end-jointed, of a thickness exceeding 6 mm

* Sheets for veneering (including those obtai-
ned by slicing laminated wood), for plywo-
od or for other similar laminated wood and

1 "Placing on the market” means the supply by any means, irre-

spective of the selling technique used, or timber or timber products

for the first time on the internal market for distribution or use in the
course of a commercial activity, whether in return for payment or free
of charge.

2 The Regulation applies to both imported and domestically produ-

ced timber and timber products. Timber and timber products covered

by valid FLEGT or CITES licenses are considered to comply with the
requirements of the Regulation.



other wood, sawn lengthwise, sliced or pee-
led, whether or not planed, sanded, spliced
or end- jointed, of a thickness not exceeding
6 mm

Wood (including strips and friezes for par-
quet flooring, not assembled) continuously
shaped (tongued, grooved, rebated, chamfe-
red, V-jointed, beaded, moulded, rounded
or the like) along any of its edges, ends or
faces, whether or not planed, sanded or
end-jointed

Particle board, oriented strand board (OSB)
and similar board (for example, waferboard)
of wood or other ligneous materials, whether

Fig 6: Actors involved in the Regulation

Political
actors

Member States (M5): =sch
responsible for the
mplementation of the
reguistion through nationa
competent suthorities

European Commission
{EC): responsibde for the
effective mplementation of
the regulation.

or not agglomerated with resins or other or-
ganic binding substances

Fibreboard of wood or other ligneous mate-
rials, whether or not bonded with resins or
other organic substances

Plywood, veneered panels and similar lami-
nated wood

Densified wood, in blocks, plates, strips or
profile shapes

Wooden frames for paintings, photographs,
mirrors or similar objects

Packing cases, boxes, crates, drums and
similar packings, of wood; cable-drums of
wood; pallets, box pallets and other load
boards, of wood; pallet collars of wood.
(Not packing material used exclusively as

Business

Operators {any natural or
egal person that places
timber or timber products on
the market)

packing material to support, protect or carry
another product placed on the market.)

* Casks, barrels, vats, tubs and other coo-
pers’ products and parts of thereof, of wood
including staves

* Builders’ joinery and carpentry of wood in-
cluding cellular wood panels, assembled flo-
oring panels, shingles and shakes

* Pulp and paper of Chapters 47 and 48 of the
Combined Nomenclature, with the excep-
tion of bamboo-based and recovered (waste
and scrap) products

* Wooden furniture

* Prefabricate buildings

Other

Monitoring Organisation
(MOs): 19'1& egulstion
provides for "Menitosing

organisations” to be
recognised by the Europsan
Commission. These

Traders {any naturs] or l=ga
person who, in the course of
a commencial activity, selis or
buys on the intemationa
market timber or timber.
products already placed on
the internal markst.” (5)

organisations which are
private entities, provide EU
operators with operationa
dus diigence systems.
Operators can thus develop
thelr gwn system of use one
developed by 3 monitoring
organisation.

The “actors” of the Regulation
What is considered “illegally harvested”?

According to the Regulation, “lllegally harve-
sted” means harvested in contravention of the
applicable legislation in the Country of har-
vest; applicable legislation means the legisla-
tion in force in the Country of harvest covering
the following matters:

* rights to harvest timber within legally gazet-
ted boundaries

* payments for harvesting rights and timber
including duties related to timber harvesting

* timber harvesting, including environmental
and forest legislation including forest mana-

11
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gement and biodiversity conservation, whe-
re directly related to timber harvesting

* third parties’ legal rights concerning use
and tenure that are affected by timber har-
vesting

e trade and customs, in so far as the forest
sector as the forest sector is concerned

What is the Due Diligen m?

The Timber Regulation is based on “Due Di-
ligence System” procedure. The core of the
“due diligence” notion is that operators under-
take a risk management exercise in order to
minimize the risk of placing illegally harvested
timber, or timber products containing illegally
harvested timber, on the EU market. The three
key components of the “due diligence system”
contain the following elements:

1.Gathering of information. The operator
must have access to information describing
the timber and timber products, country
of harvest, species, quantity, details of the
supplier and information on compliance
with national legislation. In detail, the requi-
red information are:

e Description, including the trade name
and type of product as well as the com-
mon name of tree species and, where ap-
plicable, its full scientific name;

e Country of harvest, and where applicable
sub-national region where the timber was
harvested and concession of harvest;

* Quantity (expressed in volume, weight or
number of units);

* Name and address of the supplier to the
operator;

* Name and address of the trader to whom
the timber and timber products have been
supplied;

e Documents or other information indica-
ting compliance of those timber and tim-
ber products with the applicable legisla-
tion.

.Risk assessment. The operator should as-

sess the risk of illegal timber in his supply

chain, based on the information identified

above as well as relevant risk assessment
criteria, including:

e assurance of compliance with applicable
legislation, which may include certifica-
tion or other third-party-verified schemes
which cover compliance with applicable
legislation,

* prevalence of illegal harvesting of specific
tree species

* prevalence of illegal harvesting or practi-
ces in the country of harvest and/or
sub-national region where the timber was
harvested, including consideration of the
prevalence of armed conflict,

e sanctions imposed by the UN Security
Council or the Council of the European
Union on timber imports or exports,

e complexity of the supply chain of timber
and timber products.

.Risk mitigation. When the assessment

shows that there is a risk of illegal timber in
the supply chain, that risk can be mitigated
by requiring additional information, verifica-
tion from the supplier, documents and/or
requiring third party verification.



Figure 7 - Source: http://www.clientearth.org

Operators are prohibited
from placing illegally logged
timber or timber products
on the EU market

Operators must actively
assess the risk that timber has
been logged illegally

to prevent corruption in the Public Sector.

The EU Timber Regulation (EUTR) is legally bin-
ding on all 28 EU Member States, which are
responsible for laying down effective,
proportionate and dissuasive penal-
ties and for enforcing the Regulation.
The ultimate state of implementation
of the EUTR within the Member Sta-
tes, as regards whether they have
complied with their obligations

1. Gathering information
2. Evaluating the information to assess the risk that

timber has been logged illegally
3.  Mitigating the risk

provided for by the Regulation, was
updated on April, 2016 (hitp://
ec.europa.eu/environment/forests
pdf/EUTR%20implementation%20

scoreboard.pdf - Fig. 8) and shows

sold on the EU market

If riskis found to be non-negligible, timber cannot be

that Greece, Hungary, Romania and
Spain have still to adopt adequate

As highlighted in the
previous sections,
the EU Timber Re-

30on in 28

legislative acts to comply with EUTR
requirements.

Figure 8 - State of implementation of the EUTR (last update available: April, 2016)
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This approach is very similar to the an-
ti-corruption systems: e.g. the ltalian Anti
Corruption Law No. 190/2012 has built a
risk assessment and risk mitigation model

9-89-009-8-88-8-8/88-0

Summarizing;:
e 27 Countries have designated a Competent
Authority;

3 Disclaimer: This paragraph has several parts that follows integrally
CLIENTEARTH (2015) and (2016) and official documents on EUTR im-
plementation by EUROPEAN COMMISSION (2015) and (2016).




e 27 Countries have legislation on penalties
for breaching the EUTR;

* 26 Countries have started to carry out
checks on companies.

Recently, ClientEarth (2016) has developed
a map that provides links to each Member
State’s implementing legislation for the EUTR
(http://www.clientearth.org/climate-and-fo-
rests/law-database/eutr-implementing-legi-
slation-and-guidance-2952). In compiling the
scoreboard reported on Fig. 8, the European
Commission relies on information from Mem-
ber States. It does not independently assess
whether penalties in Member States are in
fact “effective, proportionate and dissuasi-
ve”, as required by the EUTR, or if there are
penalties in place to penalize breaches of all
the EUTR’s requirements. This aspect has to
be further explored as it represents a vulnera-
bility of the system, with some relevance also
to corruption.

In recent times, the European Commission
has stepped up its infringement proceedin-
gs against Hungary and Greece for failing to
properly implement the EUTR; if Hungary and
Greece do not adopt the obligatory national

Figure 9 - Member States’ Legal Framework to Apply the EUTR (Source: EC, 2016)

implementing measures and introduce penal-
ty rules into their national law the Commission
can decide to bring the matter before the Euro-
pean Court of Justice and they could face fines
if they did not comply with a subsequent court
judgment.

In their biennial reports, Member States report
on legislative or non-legislative acts where pe-
nalties for infringement of the EUTR obliga-
tions were laid down (Fig. 9): penalties range
from notice of remedial actions, fines, seizure
of timber and suspension of authorisation to
trade to imprisonment.

Differences between the approaches adopted
in each Member State have a bearing on how
the EUTR operates and can be used in practi-
ce. Some examples in terms of the processes
by which penalties may be applied, the level
of financial penalties and the type(s) of non-fi-
nancial penalties are reported: in UK where an
operator places illegal timber or timber pro-
ducts on the market or breaches due diligence
requirements, it is liable (a) on summary con-
viction to a fine not exceeding £5,000 and/or
a term of imprisonment not exceeding 3 mon-
ths; or (b) on conviction on indictment to a fine
and/or a term of imprisonment not exceeding
2 years. For offences
related to traceabili-
ty, record-keeping, ob-

Country Applicable laws
T Austria Holzhandelsuberwachungsgesetz
I Belgium | aw on Sustainable Ways of Consumption & Production (1998)
| . Bulgaria Forest Law
- = Croatia Official Gazzette JSC 54/13), and the Law on Croatian Customs Directorate
(Offical Gazzette 68/13)
bl Cyprus Law for the Regulation of Trade of Timber and Timber Products (2013)
Czech Republic  Act on Placing Timber and Timber Products on the Market (2013)
Denmark Danish Furopean Union Timber Regulation L aw
- Estonia Law Enforcement Act, Forestry Law, Penalty Law
-|— Finland Laki Puutavaran ja Puutuotteiden Markkinoille Saattamisesta (Law on
bringing timber and timber products to market) (2013), Cnminal Law, Forest
Legislation
J_l_ France | aw for the Future of Agriculture, Food and Forests
| = Germany Timber Regulation Law
= Greece Draft Joint Ministerial Decision (for the Timber Regulation — EUTR)
_= Hungary Draft amendments to Government Decree No 143/2009 of 6 July 2009
I [ ] Ireland EU Timber and Timber Products (Placing on the market) Regulations (2015)
Italy Decree 178/14, Criminal Code
—— Latvia EUTR, Regulation of the State Forest (SFS) Law, Administrative Violation
Code, Criminal Law, Law on Accounting, L aw on Inventory of Trees and
Round Timber, Forest Law, Criminal Law
™ Lithuania EUTR, Law on Forests and Administrative Code
— | uxembourg National EUTR Law
: Malta Timber and Timber Products (Placing on the market) Regulations (2015)
— Netherlands Decree implementing EUTR Regulation, Adminisirative Law, Nature
Conservation Act, Economic Offences Act, Criminal Laws,
| Poland Administrative Law
Portugal Decree No. 76 (2013)
:H Romania Draft amendment of Act No 171/2010
(] Slovakia Act on Forests (no.182/2014); Act on Environmental Protection and
Landscape Preservation (no. 543/2002), Act on Internal Market and
Consumer Protection (no. 128/2002)

struction of an inspector
or notices of remedial
action, an operator is
liable on summary con-
viction to a fine not
exceeding £5,000. In
Italy criminal penalties
apply to operators pla-
cingillegal timber on the
market and can inclu-
de fines (ranging from
€ 2,000 to € 50,000)
and/or detention (from
one month to one year)
and/or seizure of tim-
ber; administrative pe-
nalties apply where an
operator fails to put in
place or maintain a due
diligence system (fines




ranging from € 5 to € 5,000 for each 100 kg
of merchandise with a minimum fine of € 300
and a maximum fine of € 1,000,000).

In practice, such fines may be combined with
administrative penalties applying to opera-
tors for lack of record keeping (ranging from €
1,500 to € 15,000). Breach of the traceability
obligation by a trader is subject to an admini-
strative fine ranging from € 500 to € 1,200.

In Germany, administrative fines (up to €
50,000) may be applied by the CA for a brea-
ch of the prohibition and due diligence requi-
rements (incl. for not correctly documenting
information gathered under the due diligence
obligation) and for not complying with certain
types of injunctions. Administrative fines (up to
€ 20,000) apply to non-compliant operators for
different types of smaller offences, for example
for not cooperating during checks. An admini-
strative fine (up to € 20,000) may also apply
to traders for a breach of the traceability obli-
gation.

Article 10 of EUTR requires CAs to carry out
checks to verify if operators comply with the re-
quirements set out in Articles 4 and 6 of the
Regulation. In addition, Article 8 of the EUTR
submits MOs to checks by CAs. Article 10 fur-
ther specifies that checks on operators shall
be conducted in accordance with a periodically
reviewed plan following a risk-based approach
and, additionally, may be conducted when a CA
is in possession of relevant information, such
as substantiated concerns provided by third
parties concerning EUTR compliance by an ope-
rator.

The vast majority of Member States reported
that their CAs have plans in place for checking
operators. All of them provide for a range of risk
factors for the preparation and review of their
check plans.

The plans and risk factors therein address cha-
racteristics of suppliers and their products, and
type of operators. Risk factors also include in-
formation received from external parties (sta-
keholders and/or other authorities).

The most common risk factors applied by Mem-
ber States are summarized in Fig. 10. The num-
ber of checks reported by Member States va-
ries significantly and is not easily comparable.

The reason is that their frequency may depend
on the size of the respective country, the impor-
tance of the forestry sector in the national eco-
nomy, the level of preparedness in implemen-

Figure 10 - Examples of risk factors applied to the pre-
paration and the review of the check plan (Source: EC,
2016)

Concerns provided by third parties GG 22
Information provided by other CAs NN 17
Species of timber or timber product NGNS 17
Country of Harvest of timber/ timber.. I 21
Type of Supplier [INNNEGGN 13
Type of Business (Operator) [N 21
Type of Product I 20
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ting the legislation by the actual date of entry

into application and, in some cases, on the dif-

ferent criteria being applied for reporting.

Following some information about the number

and frequency of checks being made by the

Competent Authorities on operators:

* in Belgium, 15 checks were undertaken
between March 2013 and October 2015;

* in France 24 checks were carried out by the
Ministére de I’Agriculture, de I’Agroalimentai-
re et de la Forét during the first half of 2015,
and 25 more were planned by the end of
2015. Two formal notices requiring remedial
actions have been sent to operators after the
checks. Checks by the Ministére de I’Ecolog—
ie, du Dévelopement durable et de I’Energie
started in May 2015;

* between March 2013 and February 2015,
the German authorities carried out 221
checks; notices for remedial action were is-
sued in approximately 120 cases; timber
has been seized in two cases; procedures for
administrative fines were initiated in five ca-
ses and non-compliant operators have been
penalized by regional CA in approximately 12
cases;

* as of mid-July 2015, approximately 20 checks
have been carried out on operators in lItaly,
and one check was undertaken on a Monito-
ring Organisation;

* in the Netherlands, as of July 2015, 101
checks, and ten follow-up checks, have been
carried out on operators. 29 written warnings
have also been issued to operators.
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According to the recent official position of the
European Commission about the developmen-
ts of the EUTR implementation, it is clear that
almost all EU Member States now either have
a law in place or are subject to a reasoned opi-
nion. Full implementation is only a first, but ne-
cessary, step to the EUTR working as intended,
and is an important message and incentive
for EU companies and for companies in Coun-
tries working towards the legality of their tim-
ber exports. The implementation process has
to be finalized as soon as possible, allowing
the European Commission to shift its focus to
monitoring the quality of implementing legi-
slations and enforcement thereof. Moreover,
there is still a mixed evidence on whether the
EUTR is indeed being implement consistently
and effectively in the different Member States
of the EU, revealing very different scenarios:
some Countries have been frontrunner in the
development and implementation of measu-
res against illegal timber product import long
before the EUTR was implemented and gave
a strong contribution to the design and the
development of the EUTR at an EU scale. As
a consequence, in these Countries (f.i. Uni-
ted Kingdom), the EUTR was introduced into
a favourable regulatory environment facili-
tating the timely implementation of enabling
an effective domestic legislation. Vice versa,
in other Countries (f.i. Italy), the EUTR was for-
mally adopted after one or more years of de-
lay, representing a completely new element in
domestic legislation: the differences in terms
of implementation can also be noticed with re-
gard to effective controls in place (FSC, 2015)
and sanctions.

Also penalty regimes must be looked at in the
context of national enforcement approaches.
The resources that CA have at their disposal
therefore clearly matter, as does the extent to
which Member States are conducting checks
and enforcing compliance with the EUTR’s
provisions (as already stated). The capacity of
some CAs are still limited in many Countries,
with quite small numbers of staff members
assigned to EUTR implementation, despite the
very large number of operators and traders in

these countries (Heir & Hoare, 2014). In some
cases, the CAs that oversee the largest num-
ber of operators are also the last staffed (Hein
& Hoare, 2014; Jonsson et al., 2015).

A better coordination among the CAs in dif-
ferent countries is still needed on the deve-
lopment of document-authenticity validation
processes, sharing of information on monito-
ring organizations and the development of in-
ter-state communication mechanisms. An on-
going issue is the lack of coordination of CAs
with CITES management authorities, which
could potentially become a weak point in the
implementation of the EUTR (Jonsson et al.,
2015). Even if penalties were finally approved
in almost all Countries, in some legislations
decrees are needed to make the system ful-
ly operative; sometimes it could happen that
actual laws did not include further restrictions
on EUTR measures or “illegal harvested” and
“applicable legislations” definitions. While na-
tional legislation basically mirrors the EU text,
it also includes some additional issues such
as the development of a national register of
the operators and of a multi-stakeholder per-
manent board on EUTR issues, with the aims
to coordinate different parties and achieving
effective implementation. Similarly, where na-
tional legislation hardly allows deforestation,
affecting the interests of traders and proces-
sors of wood in the EU, businessmen imme-
diately moves their own business in Countries
where the law is more permissive (Nita, 2015)
leading to a new phenomenon related to a mi-
gration of wood business within the EU. Over
two years after the EUTR and its due diligen-
ce obligation came into effect, its application
is often still seen as a challenge. Part of this
challenge comes from an apparent uncertain-
ty around the detail of what operators need to
do to meet their due diligence. In some Mem-
ber States, implementing the EUTR is a reason
for several concerns also from a private forest
owner’s perspective also in terms of interpre-
tation of requirements, prosecutions and fines,
and the role of third-party evidence (Trishkin et
al., 2015). These concerns are also related to
the role and awareness of forest owners and
their preparation to implement a DDS in order
to comply with the EUTR obligations. It has



been also emphasized that the role of third
party forest certification (i.e. according to the
FSC or PEFC voluntary schemes) is not ack-
nowledged as an asset when demonstrating
the compliance with the national legislation.
Moreover, FSC (2015) reports a lack of tran-
sparency about the fact that several operators
have not received evaluation reports of in-
spections of their Due Diligence System em-
phasizing the needing of clear guidelines for
exerting Due Diligence.

A quantitative evaluation of the effectiveness
of the EUTR is still challenging due to the clan-
destine nature of the illegal activities and the

absence of precise data on their volume and
cost. At EU level, insufficient human and fi-
nancial resources allocated to the CAs to ef-
fectively implement the EUTR have prevented
it from developing its full potential. Finally, of-
ficial report clearly states that EU is on track
to achieve its objectives to combat illegal log-
ging and associated trade in illegal timber, but
challenges remain; some positive trends are
visible, namely that EU operators are gradual-
ly taking steps to ensure the legality of their
suppliers and that there is more awareness of
the problem of illegal logging amongst EU con-
sumers.
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lllegal logging can take many different forms
and there was no internationally accepted
definition of what is illegal (FERN, 2002). As
recently defined in the EU Timber Regulation
(EUTR), illegal logging can be considered as
the harvesting of timber in contravention of
the laws and regulations of the country of har-
vest (EC, 2013b).

Another recent definition of illegal logging de-
fines it as: “all illegal practices related to the
harvesting, processing and trading of timber”
(Hoare, 2015). This definition includes also
activities not confined to forests themselves, it
extends to breaking the law at any point along
the supply chain, for example: logging under an
illegally acquired licence or in protected areas,
exceeding permitted harvest quotas, proces-
sing logs without the necessary licences, tax
evasion and exporting products without paying
export duties. This definition also includes il-
legal clearance of forests for other land uses
(a practice known as “forest conversion”). The
practice can involve converting forest land wi-
thout the necessary permit or operating under
a licence that has been obtained illegally, in-
cluding through corrupt processes. Such con-
version may involve illegalities in other sectors
- for example, the breach of requirements
enshrined in agricultural or mining legislation.
The harvesting of timber from illegally establi-
shed plantations is also included in this defini-
tion of illegal logging.

Another aspect of illegal logging is often de-
scribed as “informal” logging. This term refers
to logging activities by small-scale producers
that may be operating illegally because of the
challenges of complying with the law - for
example, because parts of the legislation may
be unclear or because compliance may either
be too expensive or involve lengthy bureaucra-
tic processes.

The main causes of illegal logging are poverty,
weak governance (Bouriaud, 2005) and the
absence of sustainable forest management,
although these reasons are not extensive to
all the countries where illegal logging occurs.

In economic terms illegal logging results in
lost revenues from taxes and other duties
that could be used by producer countries for
sustainable development purposes and other
benefits.

In environmental terms illegal logging is as-
sociated with deforestation, water pollution,
spread of disease, climate change and a loss
of biodiversity due to habitat destruction.

In social terms illegal logging can be linked to
conflicts over land and other resources, the di-
sempowerment of local and indigenous com-
munities, the loss of lives and livelihoods, hu-
man rights violations, corruption, and armed
conflicts. lllegal logging also undermines in-
ternational security, supports organized crime
and money laundering activities, and leads to
unfair competition in the marketplace that ne-
gatively impacts the sincere efforts of respon-
sible operators in Europe and other regions of
the world to comply with the law.

Timber is not an illegal product per se, its pos-
session, trade, or transportation may not con-
stitute a crime as such, unlike drugs. At bor-
der controls or customs check points, the Law
Enforcement Authorities must be able to prove
the timber’s illegality to take any further action
(in case of FLEGT licences for wood imported
from VPA Countries only, or for CITES’ timber)
and when it is placed on the market (in case of
the EUTR). It can, in many cases, become dif-
ficult or impossible to state whether the origin
of the timber is legal or illegal. The origin is all
the more difficult to assess when the timber
has been processed into finished manufactu-
red products, which is often the form in which
illegal timber arrives at the country of impor-
tation.

The legality or illegality of the timber also de-
pends on the legislation of the country where
the goods are located, not on the legality or
illegality of the upstream process. A piece of
wood can originate from illegally logged tim-
ber and yet be sold with complete legality in
another country.

In itself, illegal logging constitutes a local cri-
me that falls under national legislations. It is
then a crime which is very difficult to prosecu-



te “up to destination” since it does not imply
the infringement of the laws or regulations of
the countries that import and consume the
timber or the countries in which the timber is
in transit. lllegal logging becomes relevant to
international law enforcement only once the
timber has left, or is in the process of leaving,
the country in which it was cut. Consequently,
illegal logging must not become dissociated
from the problem of illegal timber trafficking
which is not as difficult to prove and prosecute.
To a better comprehension of the types of ille-
gal forest activities, an old but very useful and
general classification divide them in (from:
Callister, 1999): illegal logging; timber smug-
gling; practices specifically aimed at reducing
payment of taxes and other fees - illegal timber
processing.

3.1.1. lllegal logging

In this group the following activities are inclu-

ded:

- logging timber species protected by national,
regional, local laws;

- buying logs from local entrepreneurs that
have been harvested outside the conces-
sion;

- logging outside concession boundaries;

- contract with local forest owners to harvest in
their land but then cutting trees from neigh-
bouring public lands instead;

- logging in protected areas such as forest re-
serves;

- logging in prohibited areas such as steep slo-
pes, river banks and catchment areas;

- removing under/over-sized trees.

- extracting more timber than authorized;

- logging without authorization;

- logging when in breach of contractual obliga-
tions

- obtaining concessions illegally.

.1.2 Timber sm lin

Here are considered the following illegal acti-

vities:

- export/import of tree species banned under
national or international laws;

- export/import of tree species listed under na-
tional or international laws without the ap-
propriate permits;

- export/import of log, lumber or other timber
products in contravention of national bans;

- unauthorized movement of timber across di-
strict or national borders;

- movement of illegally logged timber from fo-
rest to market;

- exporting volumes of forest product in excess
of the documented export quantity.

.1.3 Practi ifically aim redu-
in ment of tax n her f

Here, the following types of illegal forest acti-

vities:

- declaring selling forest products at prices be-
low market prices to reduce declared profits
and corporate and income taxes;

- declaring buying inputs at prices above mar-
ket prices to reduce declared profits and
corporate or income taxes;

- manipulation of debt cash flows (transferring
money to subsidiaries or a parent company
where debt repayment is freer than the
export of projects);

- inflating repayments allowing untaxed larger
repatriation of profits, reducing the level of
declared profits and, therefore, of taxes);

- overvaluing services received from related
companies to reduce declared profits and
corporate and income taxes;

- avoiding royalties and duties by under-gra-
ding, under-measuring, under-reporting and
under-valuing of timber and mis-classifica-
tion of species;

- non-payment of license fees, royalties, taxes,
fines and other government charges.

1.4 1 | timber pr in
Finally, the last group of illegal forest activities
includes:
- processing timber without documentation (if
required) verifying its legal origin;
- operating without a processing license;
- operating without other necessary licenses
and approvals (e.g. effluent disposal permits);
- failing to meet license provisions, including
pollution control standards.

The scale of illegal logging has been always
difficult to be assessed with accuracy, espe-
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cially for the following issues:

- coverage of illegality estimates is far from
comprehensive with respect to countries
supplying timber and timber products to
the EU;

- where they exist, estimates of illegality in dif-
ferent countries are of variable quality and
comparability, typically based on different
definitions of illegality and using a range of
time frames, are often out of date, and may
be influenced by researcher bias;

- even where reasonably robust estimates of
illegality in national wood production can
be identified, there is no clear relationship
between this and the actual proportion of il-
legal wood that ends up being exported. Dif-
fering market drivers, distribution networks
and regulatory regimes for wood destined
for export and local markets often leads to
wide variation in the proportion of illegal
wood entering each supply chain.

- Nevertheless several studies have attempted
to assess the level and sources of EU timber
imports from illegal sources.

- For instance, WWF (2008b) estimated that
an area of forest equivalent in size to the ter-
ritory of Austria disappears worldwide every
year as the result of illegal logging. They also
estimate that the percentage of timber mar-
keted worldwide of illegal origin stands at
between 20% and 40% of all marketed tim-
ber products and that 30% of thewood-based
products imported from Latin America come
from illegal sources, mainly from Brazil. The
share of illegal wood products from Africa is
at least 36%, although the actual figure is
probably significantly higher as the scale of
illegal logging is unknown in several African
countries. In addition, UNEP (2012) stated
that between 50 and 90% of logging in key
tropical countries of the Amazon basin, Cen-
tral Africa, and Southeast Asia is being car-
ried out by organized crime, leading to the
increase of murder, violence, and atrocities
against indigenous forest dwellers.

The World Bank (2006) has estimated that

illegal logging causes losses of approxima-

tely US$15 billion every year (the legal fo-
rest industry loses more than US$10 billion
while governments lose about US$5 billion

in revenues).

UNEP and INTERPOL (2012), reported that this
value has increased between twofold and 6.7-
fold, that is, the economic value of global ille-
gal logging, including processing, is now esti-
mated to be worth between US$30 and 100
billion, or 10-30 % of the global wood trade.
Estimated imports of illegal and suspicious
wood from four critical non-EU regions (Ea-
stern Europe and Russia, South East Asia and
China, Latin America and Africa) range betwe-
en 26.5 and 31 million m® (Markus-Johansson
at al., 2010). The largest quantity of illegal tim-
ber (more than 10 million m3) is imported from
Russia, mainly in the form of round and sawn
spruce and pine logs. Indonesia is in second
place, but is expected to be overtaken by Chi-
na in the coming years. At European level, it
is estimated that 9 percent of illegal EU char-
coal imports derive from Bosnia and Herzego-
vina, mainly through Germany and lItaly. Italy
also imports substantial quantities of firewood
(estimated at 280,000 m3) from Bosnia and
Herzegovina (due mainly to the low degree of
forest governance in the exporting country).
Even if important progress has been made in
reducing illegality in the forest sector over the
past decade, the problem remains widespre-
ad as recently assested by Hoare (2015). In
2013 more than 80 million cubic metres (m3)
of timber - as measured by roundwood equi-
valent (RWE) volume - were illegally produced
in some producer countries (e.g. Brazil, Came-
roon, China, Ghana, Indonesia, Malaysia, etc.):
this is equivalent to nearly one-third of their
total production of timber, releasing at least
190 million tonnes of carbon dioxide into the
atmosphere.

2.1 1 1 ing in the Balkans ar
lllegal logging is an issue in several of the
Balkan countries. In these zones, forests are
degrading and weak forest governance with
governments of whom several, are recovering
from an armed conflict and a radical political
change from a socialist regime to a liberal sy-
stem with a market-based economy.

Two types of illegal logging can be clearly di-
stinguished in these countries: (a) poverty
driven; and (b) commercial. These types of



illegal logging generally take place in diffe-
rent forest areas, are carried out by different
offenders, and have different impacts: pover-
ty-driven illegal logging is typically carried out
in remote locations, out of sight of the state
forest management and law enforcement bo-
dies (Markus-Johansson et al., 2010). Usually
poverty-driven illegal logging typically involves
fuelwood, while commercial illegal logging
is related to both fuelwood and high quality
wood. At the same time, in South-East Europe
many countries have weak forest information
system (UNECE/FAO, 2011). Most forest servi-
ces are largely doing their business with “pen
and paper” and digitization of processes and
documents are incomplete or lacking.
Other issues are related to the fact that there
is no commonly used method for estimating
the volume of legal or illegal logging. In Mon-
tenegro for instance, the Forest Administration
bases its estimate on tenders for harvesting
concessions. Secondly, the range of estimated
figures for illegal logging is wide: in Montene-
gro is only 1%; in Albania it is 7%; while the
figure is significantly higher in the former Yugo-
slav Republic of Macedonia (between 25 and
30%) and Kosovo (35%) (Markus-Johansson et
al., 2010). In Bosnia and Herzegovina, a 2009
study (Savcor Indufor Oy) estimated volumes
between 0.3 and 2.2% of the timber supply
with an estimated value of between USD 10
and 20 million. According to the same study
for Serbia, the estimated amount of illegally
cut wood in Serbian public forests is between
10 000 and 32 000 m3 per year. There are
no confirmed estimates of the amount of ille-
gally cut wood in private forests, but the total
amount of cut wood in private forests is esti-
mated at around 1 million m?3.
According to the World Bank (2005), the mi-
nimal assessment of illegally logged wood in
private forests in Serbia amounts to some 500
000 ms.
Summarizing, in bibliography, the following
characteristics were recorded as common to
all the Balkan countries (Markus-Johansson et
al., 2010):
- volumes of illegal logging are increasing or
at best stagnating in most of the countries.
One partial explanation behind this trend is

improved access to more reliable forestry
data originating from forest administrations,
NGOs and civil society. Another important
reason is the emergence of more organised
logging activities affecting a greater forest
area;

- although firewood is one of the main target
usage areas behind illegal logging, it does
not normally represent the biggest volume.
For instance, in the former Yugoslav Repu-
blic of Macedonia firewood is estimated to
represent 40% or slightly more of the total
illegally logged wood;

- there is a lack of reliable figures for both le-
gally and illegally logged wood;

- the main driver behind illegal logging is the
socioeconomic conditions, especially in ru-
ral, forested regions;

- official figures are grossly underestimated;

- there is a clear incentive to purchase illegally
logged wood since it is significantly cheaper
and the quality is the same or better.

lllegal timber follows the same routes and the
same trafficking modalities of the legal timber
being greatly facilitated with the developmen-
ts in multi-modal transport. Longer distances
and larger regions are now covered within a
shorter period of time since road, rail, air,
and sea transport routes are better inter-con-
nected. Due to the size of shipments and re-
latively high cost, the use of air transport for
timber trafficking is limited, almost absent.

Timber is mainly transported either by land
or by sea. The container system enables the
transport of timber in high quantities and at a
low cost. Timber, logs, or wooden products are
loaded in containers standardised in size and
shape that can then be transferred rapidly and
easily via automatic equipment to other ships
for onward travel, or to commercial railroads
and trucks for overland transportation. The
complexity of the multimodal system and an
inability to inspect all the containers enables
criminals to more easily conceal the true ori-
gin and ownership of cargo. Although in some
countries the government has officially desi-
gnated certain seaports for timber imports,
most import crimes remain undetected at sea-
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Figure 11 - seaports that handle more than 1 million containers annually
(Source: Lacoste R, Tourret P, 2007)
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ports since less than two percent of the cargo

traffic is inspected (Interpol
& The World Bank, 2010). Fi-
gure 11 shows seaports that
handle more than 1 million
containers annually (Source:
ISEMAR, Lacoste & Tourret,
2007). Products make it har-
der to trace the origin of the
wood and are less likely to
raise suspicions as to the ori-
gin of the timber. At the end,
inside EU, it is possible to
suppose that illegal logging
in border areas is primarily
trafficked between and wi-
thin neighbouring countries
by truck.



The term “corruption” covers a broad range
of human actions. To understand its effect on
an economy or a political system, it helps to
unbundle the term by identifying specific types
of activities or transactions that might fall wi-
thin it. The most accepted definition is: “the
abuse of public office (or the abuse of entru-
sted power) for private gain”. This definition
is both simple and sufficiently broad to cover
most of the corruption and it is widely used
in the literature (Transparency International,
2014). The causes of corruption are always
contextual, rooted in a country’s policies, bure-
aucratic traditions, political development, and
social history. Still, corruption tends to flourish
when institutions are weak and government
policies generate economic rents. Some cha-
racteristics of developing and transition settin-
gs make corruption particularly difficult to con-
trol. Corruption is evident in the form of bribes,
extortion, kickbacks, protection money, and,
most sinister of all, the erosion of institutions
beyond the sector and across the economy.
More often than not, it will facilitate the occur-
rence of illegal acts, especially large-scale ille-

gal logging.

The strong correlation between illegal logging
and corruption (see f.i. Figure 12, where the
size of bubbles represents volumes of suspect
roundwood, including imports) shows that cor-
ruption and illegal logging are ‘‘twin brothers”
generally (Reboredo, 2013).

Figure 12 - The relationship between corruption and

illegal logging (Source: American forest & paper asso-
ciation, 2004)
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Table 2 - Extra EU Countries that imports into EU ran-
ked by decreasing order (values are in million of €) and
their CPI Score for 2015. Countries from South and East
Europe are highlighted in bold.

Rank | Country CPI Score 2015 | 2014 imports
1 China 37 4622
2 United States 76 3447
3 Brazil 38 2471
4 Russia 29 2086
5 Switzerland 86 1399
6 Norway 87 1053
7 Canada 83 741
8 Indonesia 36 720
9 Chile 70 708
10 Ukraine 27 672
11 Turkey 42 508
12 Malaysia 50 462
13 Vietnam 31 447
14 Belarus 32 400
15 Bosnia and 38 372
Herzegovina
16 Uruguay 74 351
17 Serbia 40 339
18 Camerun 27 229
19 India 38 226
20 South Africa 44 195
21 Japan 75 145
22 Gabon 34 144
23 Thailandia 38 130
24 South Korea 56 123
25 Cbte d’Ivoire 32 94
Other Countries 228
Total Extra EU 22312

The CPI score (2015 value) for the Countries
involved in this study is reported on Table 3.
Both CPI values comes from Transparency In-
ternational (2015).

Corruption is a leading driver of illegal logging,
it facilitates illegal forest activities and frustra-
tes many efforts to combat them as explained

Table 3 - CPI Score of the Countries

Country CPI Score 2015
The FYR of Macedonia |42
Bulgaria 41
Italy 44
Albania 36
Kosovo 33
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below (FGIP, 2010):

- bribes and political influence may be used ei-
ther to facilitate logging without appropriate
permits or to gain access to forests through
questionable land concessions;

- enforcement officials are bribed to turn a blind
eye to trucks carrying logs;

- corrupt transactions may similarly occur in order
to process and trade the logs once they have
been harvested, in a form of ‘timber launde-
ring’ similar to money laundering;

- timber certifiers can be paid off to “whitewash”
illegally sourced logs;

- when violations are found, judicial corruption
may prevent prosecution and accountability,
leaving citizens without legal recourse;

- financial transactions also can be corrupted as
a way to hide paper trails of sales and to keep
the timber trade flowing.

At any of these points along the chain, the unsu-
stainable global demand for forest products cre-
ates added pressures for corruption.
Corrupt activities which have been observed
in the forest sector were also divided into two
groups, “grand” and “petty” corruption, following
Callister (1999), with the distinction largely ba-
sed on who is acting corruptly and their rank and
status in the community, rather than the size of
the bribe or the scale of the impact of the resul-
ting activity. Some corrupt activities can span ei-
ther category, such as payment to avoid prosecu-
tion for transgressions.

4.1.1 “Grand” corruption

In this “group” are considered:

- companies and/or other actors involved (e.g.
organised crime groups), providing support to
political parties, bribing politicians, bribing se-
nior government officials or military officers, to:
- obtain extensions to existing concessions;

- obtain a timber concession;

- obtain approval for a timber processing
venture;

- avoid prosecution for transgressions;

- avoid payment of fines or other fees;

- negotiate favorable concession or invest-
ment agreements, including tax holidays
and other investment incentives;

- politicians and high-ranking military and go-
vernment officers using their status to affect
the same outcomes as listed above, for their
own companies or those of relatives or poli-
tical allies;

- companies and/or other actors involved bri-
bing local communities to influence them to
agree to the granting of timber harvesting
rights.

4.1.2 “Petty” corruption

Petty” corruption usually is related to:

Companies and/or other actors involved bri-

bing junior government officials, military per-

sonnel and local government officials to:

- falsify declarations of volume or species
harvested;

- avoid reporting harvesting of prohibited spe-
cies or diameters;

- falsify export documentation or ignore docu-
ment irregularities;

- avoidreporting and prosecution for non-com-
pliance with forest management regulations
established in the concession contract;

- permit illegal movement of timber;

- ignore logging in protected areas and outsi-
de concession boundaries;

- allow timber processing without the neces-
sary approvals; and ignore infringements of
timber processing regulations, including pol-
lution controls.

the forestry sector, corruption is present along the whole production chain, especially in
that of illegal logging. As already reported in literature, corruption and illegal logging are
“twin brothers’ generally: fraudulent acquisition of licenses, racketeering by public officials
of timber traders, as well as tax evasion and judicial negligence have been all observed.
Nevertheless, collection of empirical data about corruption represents a real challenge due
to the complex and covert nature of corruption itself, and the size of the phenomenon re-

mains largely unknown.



One of the activities implemented by TREES
Project partners was the realization of a sur-
vey aimed to get information on LEAs’ and
private operator’'s perception and experience
concerning corruption and illegal activities in
forestry while implementing the Due Diligence
(DD) procedure in the framework of the EUTR
995/2010. The aim of the survey is to find
some information that can confirm that cor-
ruption exists in the timber market, where are
the grey areas/gaps where criminal activities
can infiltrate, and if the Due Diligence System
could prevent/contrast this phenomenon.

This activity was addressed to two main target

groups:

* Law Enforcement Agencies representative
- through Interpol network (associate par-
tner);

e Timber market operators (identified and
suggested by Project’s partners: PEFC, Con-
legno and CNVP networks).

For this purpose two separate surveys were
created, respectively for Law Enforcement
Agencies and for timber operators (including
public/state Enterprises and agencies for ma-
nagement/utilization of state forests). The
contents of the questionnaire for operators
was lightly modified between EU and non EU
operators, to better fit for those Countries whe-
re there is no obligation to implement EUTR or
where there is a different set up of Institutions
or forest economy. To avoid the same problem
for the answers coming from LEAs’ EU and
non EU respondents, the on line survey was
designed to end when EUTR and DDS were not
implemented in the Countries of the respon-
dents or were not part of the task/unit of the
respondents themselves.

Questions within the survey have been divided

into three blocks:

* Block n° 1: professional profile of the parti-
cipants in the survey;

* Block n° 2: information about corruption
and criminal/illegal activities in forestry sec-
tor; experience in illegal activities and risks
in the forestry sector supply chain;

* Block n°® 3: respondents knowledge about
EUTR and Due Diligence System (DDS);
opinions about impact/enforcement of the
EUTR.

The number of questions varies among the
different versions of the surveys: 31 for LEAs,
27 for private operators. To avoid the problems
that some respondents (private operators) mi-
ght not be able to answer properly due to lack
of command of the English language (espe-
cially in the Balkan countries), the survey for
private operators was translated in the native
language (Bulgarian, Italian, Kosovo Albanian
and Macedonian). The survey for LEAs was
created only in English language.
The surveys were distributed online throu-
gh the Google Forms platform and were con-
ducted from September 2015 to January
2016. In some cases (mainly answers from
LEAs), the surveys were filled out using a PDF
template sent by mail. The answers were sub-
sequently transferred by the researchers into
the Google Forms platform. The survey was
anonymous and the sample was not chosen
during the sampling method, so the sample of
the respondents is a non-probability sample.

In order to analyze the collected data and to
compare the results of the survey, all the an-
swers from timber operators have been tran-
slated back, from the native language into
English. Then, the answers which were a little
bit different for the non EU operators (cause
to the different set up of Institutions or forest
economy on those countries) have been pla-
ced in proper line to fit with the answers of the
EU operators in order to compare the results.
Finally, a matrix containing all the questions
and the answers was created with the aim
to evaluate how respondents from different
countries have answered to the same block
of questions. This chapter reports only the in-
formation about the professional profile of the
participants (Timber operators; Law Enforce-
ment Agencies), so there is no need to sepa-
rate the results between EU and non EU Coun-
tries. A total of 212 people have participated
to the survey: 158 were private operators
(mainly from Italy) and 54 answers come from
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LEAs working in 20 different Countries (Fig.
14): Austria, Bosnia and Herzegovina, Bulga-
ria, Croatia, Czech Republic, Denmark, Esto-
nia, France, Germany, Italy, Latvia, Lithuania,
Macedonia, Montenegro, Poland, Romania,
Spain, Sweden, Switzerland, United Kingdom.
About 25.9% of the respondents work in “Pri-

Fig. 13 - Countries of the respondents (timber operators)

M Italy
M Albania & Fosovo
m Macedonia

= Bulgaria

vate organisations in the forestry sector”,
mainly in the sector of Regional Directorate/
Forestry (Fig. 15); 27.2% work as “Public au-

Fig. 14 - Countries of the respondents (LEAs) are highli-
ghted in green

thority with power/competence in the forestry
sector”, mainly according to the EUTR defini-
tion of “Operator” (those who place timber and
timber products on the internal market for the
first time); the remaining part (46.8%) have

Fig. 15 - Private operators’ working in “Private organisa-
tions in the forestry sector”: percentage of the answers

40, 4%

19,1%

m NMinistry or other cental povermment agency
m Municipal administration

= Other

= Public ((zovernment Company)

Fegional directorate,Forestry

answered “Other” (f.i. freelance, forestry con-
sultant, Monitor Organization, NGO, etc.).
Private operators working mostly at local/re-
gional or national level (almost 80.0% of the
total, Fig. 16) and for a period longer than 10
years (60.0%), only 6% are in charge in their
position for less than 2 years.

Fig. 16 - Geographical coverage of the organisation
where private operators work
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The position level of the respondent is almost
the same percentage for all the answers: 33%
have answered “Top management, director”,
37% were “Administrator, middle manage-
ment”, the remaining part (30%) have answe-
red “Field worker, Field officer, salesman” or
“Other”.

Private operators who have answered the que-
stionnaire are profiled in trading especially
with “Timber, logs, etc.” or “Wood biomass for




energy” (see Fig. 17), and work mainly in Italy
(Fig. 18).

Fig. 17 - Answers about what private operators are pro-
filed in trading with
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Fig. 18 - Countries where private operators work the
most
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We received answer from private operators
that work in 11 different Countries and from
someone who gave also general answer as:
North America, Africa, Balkan Countries, Eu-
rope in general. About the Organisation the
respondents interact most with (Fig. 19), re-
sults show that private operators work mainly
with other “Operators”, or “Traders”, “Regional
directorate/Forestry” and “Municipal Admini-

stration”.

Fig. 19 - Organizations most interacting with private
operators

The aim of this chapter is to present the main
results of the survey addressed to European

Union and Extra-European Union operators
coming for TREES Project Countries and more
specifically from: Albania, Bulgaria, Kosovo,
Italy and Macedonia. In this section the main
results about knowledge and perception on
criminal and illegal activities in forestry sector,
knowledge and perception on illegal activities
and risks in the forestry sector supply chain
and EUTR and Due Diligence System (DDS)
are shown. For the key questions, a distin-
guish between the answers of the European
Union operators and the Extra-European Union
operators has been made in order to highlight
the existing main distinction on perception
and knowledge existing in the Country where
the EUTR is working. More detailed and natio-
nal-level information are available on the an-
nex 2 of this section.

5.2.1 Information about corruption and cri-

minal/ill |

The first part of the survey was aimed at inve-
stigating the knowledge and perception of the
private operators about corruption and crimi-
nal/illegal activities in forestry sector and the
experience in illegal activities and risks in the
forestry sector supply chain.

According to more than half of the responden-
ts (55,7%), the problem of illegal/criminal acti-
vities is a fairly widespread or a very widespre-
ad problem (Fig 20).

Splitting the European private operators an-
swers from the Extra-European private ope-
rators answers it should be noticed that this
percentage increases significantly for the pri-
vate operators working outside Europe Union
(Macedonia, Kosovo and Albania). In fact,
more than 82% of them think that forestry
sector is characterized by fairly widespread or
very widespread illegal or criminal activities.
By the other hand, only about the 45% of the
European Union private operators responding
the survey think that that the forestry sector is
characterized by fairly widespread or very wi-
despread illegal or criminal activities.

At the question “According to your opinion, how
widespread is the problem of corruption?” the
percentage of the respondents thinking that
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Fig. 20 - Question: According to your opinion, how widespread is the problem
of illegal/criminal activities (i.e. any activity in violation of laws/norms/rules)?
. Source: Trees project survey, 2016
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this problem is widespread decreases in com-

the 45% of the respondents
think that the corruption is
a problem fairly widespread
or very widespread.

Taking into consideration
only the non-EU private
operators, this percentage
increase up to almost 69%;
for EU private operators,
this percentage decrease
down to 36,28%.

The vast majority of the
respondents (both from
EU Countries and non-EU
Countries) think that the

parison to the previous question. In fact, about level where the corruption most likely occurs

Fig. 21 - Question: According to your opinion, how widespread is the problem
of corruption (i.e. the abuse of public power for private gain)? Source: Trees
project survey, 2016

6.33%

W There is no corruption in the
forestry sector

=Veryrare (1-10% of the market)
“ Fairly rare (10-30)% of the market

= Fairly wide spread (30-50% of the
market)

wWery widespread (= 50% of the
market)

is the origin country (harve-
sting level). In fact, more of
the 37% of the respondents
think that this is the most
problematic part of the sup-
ply chain. For the non EU
operators this value is arri-
ving up to 39% and for the
European operators decrea-
se down to about 35%.

These data are confirmed
also by the fact that among
several processes (logging,
transport into EU, transpor-

Fig. 22 - According to your opinion; where does most of corruption - if any - occur in the timber sector? Source:

Trees project survey, 2016
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Fig. 23 - According to your opinion or experience; what are the main factors that can facilitate corruption? Source:

Trees project survey, 2016
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tation to the sawmill, processing, selling) all
respondents identify the logging activities as
the process more at risk corruption both insi-
de both outside Europe. For more than 60%
of the respondents, in fact, the logging acti-
vity has a very high or high risk of corruption
outside Europe. In Europe this value decrea-
se, anyway having a significant value of about
39%. Another process classified as a process
with risk of corruption in Europe is the selling
activity, considered by the 32,28% of the re-
spondents as an activity with very high or high
risk of corruption. Outside Europe the process
of transportation in Europe and the process
of transportation to the sawmill are the most
risky process (as said, immediately after the
logging process).

Moreover, according to the respondents, the
corruption is mainly facilita-
ted by high gains for illegal
timber market, lack of cul-
ture of legality in the buyers
market and lack of or ina-
dequate controlling mecha-
nisms. Each one of these
three factors, in fact, is re-
presenting about the 10%
of the factor facilitating the
corruption. There are some

26.58%

T
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gaps between EU and non EU operators, for
example for the non EU operators, the lack of
interest by the law enforcement is the first fac-
tor facilitating the corruption in the timber sec-
tor, with a score of 14,1%. In these Countries
also the general diffusion of the corruption is
seen as having an high impact on the forestry
sector. The illegal activities in the forestry sec-
tor seem to follow the same routes for the le-
gal activities. In fact, the question “According
to your opinion, illegal routes in forestry sector
are”, more than the 60% of the respondents
think that illegal activities in the forestry sector
are conducted through the same routes for le-
gal activities; about the 26% of them think that
the illegal routes in forestry sector are almost
the same used for other illegal activities and
just the 13,29% think that exist special routes.

Fig. 24 - According to your opinion, illegal routes in forestry sector are: Source:
Trees project survey, 2016
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5.2.2 Knowledge about EUTR and Due Dili-
n m (DD n inion im-

pact/enforcement of the EUTR

The last section of the survey was aimed at

investigating the knowledge about EUTR and

Due Diligence System (DDS) and the opinions

about impact/enforcement of the EUTR.

For understanding the strength attributed to

the EUTR, the question “In your opinion, the

enforcement of the EUTR 995/2010” was

attributed to the EUTR. In fact, more than the
84% of the respondents agree that the capa-
city of helping fighting illegal or criminal activi-
ties in the forestry sector is an EUTR strength.
This percentage increase up to 86,73% if we
consider only the EU respondents. Another
strength attributed to the EUTR is the capacity
of reducing criminal activities in forestry sec-
tor within Europe (78,48% of the respondents
agree with this statement).

Fig.25 - For which kind of information do you observe the biggest difficulty in gathering? Source: Trees project

survey, 2016
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asked. Among the existing options, the capa-
city of helping fighting illegal or criminal activi-
ties in the forestry sector is the major strength
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The survey asked also the way that the priva-
te operators adopted for increasing their own
Due Diligence System. Among the responden-

Fig 26 - If you identify a supply with “non negligible risk”, which of the following measures do you adopt? Source:

Trees project survey, 2016
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ts, the 68,99% is required to implement a DDS
(butthe 40% has not yet implemented a DDS.
The private operators developing a DDS, deve-
loped it mainly by themselves, secondary with
by reference to a DDS of a forest certification
scheme and thirdly by adopting a DDS of a Mo-
nitoring organization.

The most difficult information to gather are
the documents or other information indicating
compliance of those timber and timber pro-
ducts with the applicable legislation (30,86%)
and the concessions of harvest (19,43%).

The majority of the respondents (51,35%), in

case of identification of a supply with “non ne-
gligible risk” adopted the measure of asking
more information to the supplier.

Other adopted measures are shown on the
chart below. For the 23,11% of the respon-
dents the indicator considered as the indica-
tor having more important in the risk assest-
ment process is the existence of documents
that clearly identify the required information;
for the 17,3% is the assurance of compliance
with applicable legislation, which may include
certification or other third-party- verified sche-
mes which cover compliance with applicable.

Fig 27 - Which indicators that are part of risk assessment process in EUTR do you consider more important (non-
EU); During the risk assessment phase, which indicators do you take into account? Source: Trees project survey,

2016
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The researchers have developed a questionnaire for public and private organisations on the
integrity of the timber sector/market, and on the impact that EUTR implementation can have in
practice to preventing crimes and illegalities. We would like to ask you to complete the survey
and to share the link to other public and private organisations of the forestry sector that may
have useful insights, experience and perspectives to share. Thank you very much for your col-
laboration in advance.

The survey will take around 15 minutes. All information will be gathered and stored anonymou-
sly in a server, and no personal information will be required. Please respond carefully to all the
guestions. If you have any doubt or comment, you can leave it in the last page of the survey.
More information about the TREES project are available here: www.trees-project.eu

FORESTRY SECTOR: both forest sector and related productive and trading chains

ILLEGAL LOGGING: all illegal practices related to the harvesting, processing and trading of tim-
ber”

ILLEGAL ACTIVITY: any activity committed in violation of the law (civil, criminal, commercial,
administrative...)

CRIMINAL ACTIVITY: any activity that constitutes crime under criminal law

CORRUPTION: the abuse of public power for personal gain

1. Are you working for:
LJPublic authority with powers/competence in the forestry sector

In particular:

[IMinistry or other central government agency
[1Regional directorate/Forestry

LIMunicipal administration

[1Other - please specify

LA private organisation in the forestry sector

In particular:

[1Operators [according to the EUTR definition: those who place timber and timber products on
the internal market for the first time]

LITraders [according to the EUTR definition: those who buy or sell - for commercial purposes -
timber or timber products already placed on the EU market]

ClOther

2. You are profiled in trading with:

[LIFuel wood (logs, pellets, etc.)

[IWood in the rough or roughly squared

[IRailway sleepers

[IWood sawn or chipped lengthwise

[IConstruction wood (including OSB, MDF, parquet flooring)
LIProcessed wood (tool handles, frames, boxes, carpentry)
CIFurniture

[1Other - please specify



3. For how long have you been working in your field?
[IMore than 10 years

CJFrom 2 to 10 years

Up to 2 years

4. What is the geographical coverage of your organization?
[1Regional/local level

CINational level

Ointernational level (European Countries)

ClGlobal level (more than one continent)

5. Please indicate the organizations you interact with in your work:
] Police

] Investigation

[ Prosecution

1 Judiciary

[ Ministry or other central government agency
] Regional directorate/Forestry

[J Municipal administration

] Operators

[ Traders

] Other

6. In which of the following country/ies do you operate?
Flag only one choice

] Albania

[ Bulgaria

U ltaly

] Macedonia

] Kosovo

] Other

7. What is your position/level at the organization you are working for?
] Field worker, field officer, salesman

] Administrator, middle management

] Top management, director

] Other

8. According to record or cases, how widespread is the problem of illegal/criminal activities
(i.e. any activity in violation of laws/norms/rules)?

Please scale the problem with respect to the legal business (100%) in the forestry sector in your
country

[ Very widespread (> 50% of the market)

] Fairly widespread (30-50% of the market)

] Fairly rare (10-30% of the market)

] Very rare (1-10% of the market)

] There is no illegal logging in my Country
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9. According to your opinion, how widespread is the problem of corruption (i.e. the abuse of
public power for private gain)?

Please scale the problem with respect to the legal business (100%) in the forestry sector in your
country

[ Very widespread (> 50% of the market)

] Fairly widespread (30-50% of the market)

L] Fairly rare (10-30% of the market)

L1 Very rare (1-10% of the market)

L] There is no corruption in the forestry sector

10. In general (not limited to the forestry sector), how widespread do you think is the pro-
blem of corruption in your country?

[ Very widespread (> 50% of the market)

L] Fairly widespread (30-50% of the market)

L] Fairly rare (10-30% of the market)

L1 Very rare (1-10% of the market)

L] There is no corruption in my Country

11. According to your opinion, illegal routes in the forestry sector are:
lllegal routes: the tracks used for the transit of illegal wood

L] the same routes for legal activities

[ the same routes for other illegal activities

[ special routes only for illegal logging

12. According to your opinion, where does most of corruption - if any - occur in the timber
sector?

LIn the origin country

CIn the transit country(ies)

LIn the destination country

[JAt the borders

[1On the roads

CIn the public offices

OIn the enterprises

L1Everywhere

13. In the past 12 months, have you experienced illegal/criminal activities in forestry sector?
[1Often

[1Sometimes

[1Seldom

CINever

LIThe risk to experience/witness illegal/criminal activities in forestry sector is negligible

14. Do you know anyone who, in the past 12 months, has been involved in illegal/criminal
activities in forestry sector (including import/export)?

CIMany people

[1Someone

LlFew people

[LINobody

LIThe risk to experience/witness illegal/criminal activities in forestry sector is negligible



15. Now, think in particular to the phenomenon of corruption (abuse of public power by so-
meone for private gain). Do you know anyone who, in the past 12 months, have been victim
of corruption in forestry sector (including import export)?

CIMany people

[1Someone

LIFew people

LINobody

CIThe risk to experience/witness corruption in forestry sector is negligible

16. According to your opinion or experience, what are the main factors that can facilitate
corruption?

Please think about the forestry sector in your country

L1 High demand for illegal timber

L1 High gains from illegal timber market

O Indifference of potential withesses

[ Lack of protection of withesses

[ Lack of interest by the law enforcement (to fight corruption in the forestry sector)
[ Lack of training or equipment by the law enforcement

[ Lack of education/training of people involved in the supply chain

[ Lack of culture of legality in the buyers/market

O Lack of or inadequate sanctions

O Lack of or inadequate norms

[ Lack of or inadequate controlling mechanisms

[ Low risks for criminals

L] General diffusion of corruption in the Country

L] Other:

17. According to your opinion or experience, who might has been accused of giving or recei-
ving bribes in the forestry sector?

Please think about the forestry sector in your country
L1 Land owners

L] Public employees

] Custom police

O Forest police

[ Other police officers

] Politicians

L1 Timber traders

L] Timber operators

L1 Criminal groups

L] Other:
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18. What is the activity/process more at risk of corruption INSIDE Europe...?

Please think about the forestry (timber market) sector in your country
Very High High Medium Low Null Don’t

know
Logging ] ] ] ] ] ]
Harvesting ] L] L] O O O
Transport of timber into EU [l ] O] O] [l ]
Export of timber from EU O O O O O O
Transportation to the sawmill ] L] ] O O O
Processing Ol ] ] ] Ol ]
Sale O ] ] ] O ]
Other: Ol L] L] ] Ol ]

19. What is the activity/process more at risk of corruption OUTSIDE Europe...?

Please think about the forestry (timber market) sector in origin countries towards your country
Very High High Medium Low  Null Don’t

know

Logging [ ] Ol ] ] ]
Harvesting ] ] ] L]

Transport of timber into EU O] O] [l | O O
Export of timber from EU ] ] O ] O O
Transportation to the sawmill L] L] ] O O O
Processing ] ] ] ] ] ]
Sale ] ] O O O O
Other: ] ] O O O O

20. If you wanted to complain about a case of illegal/criminal activities in forestry sector,
whom would you trust most to deal with it?

[1Police

[IForest Enterprises/Forestry State Corps/Forest Officials
[1Business intermediary organizations

LInternational organizations of the forest sector

[LIThe justice system (courts, tribunals or public prosecution services)
[IMedia, newspaper, internet

LINGOs and other associations

[I1Specialized anti-corruption agency

LIMy family

[LIMy colleagues

L10ther:



21. In your opinion, the enforcement of the EUTR 995/2010 can:
Strongly Agree Disagree Strongly Don’t

agree disagree  know
help in fighting illegal/criminal activities in ] ] ] ] ]
forestry sector
reduce criminal activities in forestry sector ] ] ] ] ]
within Europe
reduce criminal activities in forestry sector O O [l O] |
outside Europe (Africa, Asia, America)
reduce corruption in forestry sector in ] ] ] ] ]
Europe
reduce corruption in forestry sector outsi- ] ] ] ] ]
de Europe (Africa, Asia, America)
be more effective than other national/ O O [l O] |
regional/local laws in fighting corruption in
forestry sector
help detecting if corruption has occurred O O O O O

within the Country of Origin

The Due Diligence System (DDS) of this section is the one contemplated by the Regulation (EU)
n. 995/2010. The system is composed by 3 main steps:
1. Gathering of information
a. Description, including the trade name and type of product as well as the common name of
tree species and, where applicable, its full scientific name;
b. Country of harvest, and where applicable sub-national region where the timber was harve-
sted and concession of harvest;
c. Quantity (expressed in volume, weight or number of units);
d.Name and address of the supplier to the operator;
e. Name and address of the trader to whom the timber and timber products have been sup-
plied;
f. Documents or other information indicating compliance of those timber and timber pro-
ducts with the applicable legislation.
2.Risk assessment: the operator should assess the risk of illegal timber in his supply chain,
based on the information identified above and taking into account criteria set out in the regu-
lation.
3.Risk mitigation: when the assessment shows that there is a risk of illegal timber in the supply
chain that risk can be mitigated by requiring additional information and verification from the
supplier.

22. How have you prepared your due diligence system?

[J By yourself (with internal resources or with the support of an external consultant)
] Autonomously, by reference to a forest certification scheme DDS (e.g.: PEFC DDS)
[1 By adopting a Monitoring Organisation DDS

[J Not yet prepared

1 No duty of making DDS
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23. Which of the following information do you ask your suppliers?

O
O
O
O
O
O
O
O
O
O
O

Trade name

Type of product

Common name of tree species

Full scientific name

Country of harvest

Sub-national region where the timber was harvested

Concession of harvest

Quantity

Name and address of the supplier to the operator

Name and address of the trader to whom the timber and timber products have been sup-
plied

Documents or other information indicating compliance of those timber and timber products

with the applicable legislation

N

O OOO0O0OOoOOon

4. For which kind of information do you observe the biggest difficulty in gathering?

Trade name

Type of product

Common name of tree species

Full scientific name of the tree species

Country of harvest

Sub-national region where the timber was harvested

Concession of harvest

Quantity

Name and address of the supplier to the operator

Name and address of the trader to whom the timber and timber products have been sup-
plied

Documents or other information indicating compliance of those timber and timber products
with the applicable legislation

25. During the risk assessment phase, which indicators do you take into account?

O
O
O
O

O OoOo o

Existence of documents that clearly identify the required information

Assurance of compliance with applicable legislation, which may include certification or other
third-party- verified schemes which cover compliance with applicable legislation

Prevalence of illegal harvesting of specific tree species

Prevalence of illegal harvesting or practices in the country of harvest and/or sub-national
region where the timber was harvested, including consideration of the prevalence of armed
conflict,

Sanctions imposed by the UN Security Council or the Council of the European Union on tim-
ber imports or exports

The complexity of the supply chain of timber and timber product

Supplies declared as certified against a forest certification scheme supported by a forest
management or chain of custody certificate issued by a third party certification body

The actual Corruption Perception Index (CPI) of the country presented by Transparency Inter-
national (TI)

26. If you identify a supply with “non negligible risk”, which of the following measures do
you adopt?

O
O

| cancel the partnership with the supplier
| denounce the fact to the competent authorities



] Isend back the lot

O 1 ask for more information
1 | program audit on site

1 1 do nothing

27. Did you receive specific formation/information about Timber Regulation?
O Yes
O No

If yes, from who?

From consultants

From certification bodies

From Monitoring Organisation

From forest certification systems (e.g. PEFC)
Professional associations

Others

oooooo

Thank you!

The information you have provided with this survey will be analysed in anonymous and aggrega-
ted form. Please check the website www.treesproject.eu.

If you have any request or doubt on this survey, please contact RiSSC (info@rissc.it) or write here
below
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According to your opinion, how wi- ALB- BG MK ITA_ ITA_ ITA_ EU NON_ TOT
despread is the problem of illegal/ KOS WEB RES TOT EU

criminal activities (i.e. any activity

in violation of laws/norms/rules)?

Fairly rare (10-30)% of the market 8,0% 12,5%  25,0% 12,5% 30,3% 27,6% 26,5% 15,6% 23,4%
Fairly widespread (30-50% of the 40,0% 12,5% 40,0% 62,5% 281% 33,3% 31,9% 40,0% 34,2%
market)

There are not illegal/criminal activi- 0,0% 0,0% 0,0% 0,0% 3,4% 2,9% 2,7% 0,0% 1,9%
ties in the forestry sector

Very rare (1-10% of the market) 4,0% 37,5% 0,0% 12,5% 27,0% 24.,8% 25,7% 2,2% 19,0%
Very widespread (> 50% of the 48,0% 37,5% 350% 12,5% 112% 11,4% 133% 422% 21,5%
market)

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
According to your opinion, how wi-

despread is the problem of corrup-

tion (i.e. the abuse of public power

for private gain)?

Fairly rare (10-30)% of the market 24,0% 250% 30,0% 12,5% 33, 7% 30,5% 30,4% 26,7% 29,1%
Fairly widespread (30-50% of the 32,0% 25,0% 40,0% 43,8% 20,2%  23,8% 23,9%  35,6% 27,2%
market)

There is no corruption in the forestry 4,0% 0,0% 0,0% 18,8% 6,7% 8,6% 8,0% 2,2% 6,3%
sector

Very rare (1-10% of the market) 4,0% 25,0% 0,0% 25,0% 25,8%  25,7% 25, 7% 2,2% 19,0%
Very widespread (> 50% of the 36,0% 25,0%  30,0% 0,0% 13,5%  11,4% 12,4% 33,3% 18,4%
market)

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In general (not limited to the fore-

stry sector), how widespread do you

think is the problem of corruption in

your country?

Fairly rare 4,0% 37,5%  10,0%  18,8% 4,5% 6,7% 8,8% 6,7% 8,2%
Fairly widespread 36,0% 0,0% 55,0% 25,0% 57,3% 52,4% 48,7% 44,4% 47,5%
Very rare 0,0% 25,0% 5,0% 0,0% 0,0% 0,0% 1,8% 2,2% 1,9%
Very widespread 60,0% 375% 30,0% 56,3% 382% 41,0%  40,7% 46,7% 42,4%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
According to your opinion, illegal

routes in forestry sector are:

Special routes only for illegal logging 12,0% 37,5% 15,0% 6,3% 12,4% 11,4% 13,3% 13,3% 13,3%
The same routes for legal activities 68,0% 62,5% 70,0% 750% 52,8% 56,2% 56,6% 689% 60,1%
The same used for other illegal 20,0% 0,0% 15,0% 18,8% 34,8% 32,4% 30,1% 17,8% 26,6%
activities

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
According to your opinion; where

does most of corruption - if any -

occur in the timber sector?

In the enterprises 4,5% 15,0% 12,9% 7,7% 6,0% 6,2% 7,1% 8,0% 7,4%
In the public offices 13,6% 25,0%  16,1% 0,0% 9,9% 8,5% 10,2%  14,7%  11,4%
In the origin country 29,5% 25,0% 419% 30,8% 42,4%  40,7% 391% 34,7% 37,9%
at the borders 4,5% 15,0% 3,2% 3,8% 6,6% 6,2% 7,1% 4,0% 6,3%
on the roads 18,2%  10,0% 6,5% 7,7% 7,3% 7,3% 7,6% 13,3% 9,2%
everywhere 20,5% 5,0% 16,1% 26,9%  16,6% 181% 16,8%  18,7% 17,3%
in the transit country(ies) 6,8% 5,0% 0,0% 11,5% 7,9% 8,5% 8,1% 4,0% 7,0%




in the destination country 2,3% 0,0% 3,2% 11,5% 3,3% 4,5% 4,1% 2,7% 3,7%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In the past 12 months, have you

experienced illegal/criminal activi-

ties in forestry sector?

Never 12,0% 375% 15,0% 87,5% 59,6% 63,8% 61,9% 13,3% 48,1%
Often 24,0% 12,5%  20,0% 0,0% 7,9% 6,7% 7,1% 222%  11,4%
Seldom 16,0% 25,0% 25,0% 6,3% 18,0%  16,2%  16,8%  20,0% 17,7%
Sometimes 48,0% 25,0%  35,0% 6,3% 112%  10,5%  11,5%  42,2% 20,3%
The risk to experience/witness 0,0% 0,0% 5,0% 0,0% 3,4% 2,9% 2,7% 2,2% 2,5%
illegal/criminal activities in forestry

sector is negligible

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
Do you know anyone who, in the

past 12 months, has been involved

in illegal/criminal activities in

forestry sector (including import/

export)?

Few people 28,0% 0,0% 25,0% 18,8% 16,9% 171% 159% 26,7%  19,0%
Many people 8,0% 12,5%  10,0% 0,0% 4,5% 3,8% 4,4% 8,9% 5,7%
Nobody 16,0% 87,5% 150% 81,3% 62,9% 657% 67,3% 156% 52,5%
Someone 48,0% 0,0% 45,0% 0,0% 135%  11,4%  10,6%  46,7% 20,9%
The risk to experience/witness 0,0% 0,0% 5,0% 0,0% 2,2% 1,9% 1,8% 2,2% 1,9%
illegal/criminal activities in forestry

sector is negligible

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
Now, think in particular to the

phenomenon of corruption (abuse

of public power for private gain). Do

you know anyone who, in the past

12 months, have been victim of cor-

ruption in forestry sector (including

import export)?

Few people 20,0% 12,5% 60,0% 12,5% 112% 11,4% 115% 37,8% 19,0%
Many people 4,0% 12,5% 0,0% 0,0% 3,4% 2,9% 3,5% 2,2% 3,2%
Nobody 52,0% 62,5% 25,0% 87,5% 798% 81,0% 79,6% 40,0% 68,4%
Someone 20,0% 12,5%  15,0% 0,0% 5,6% 4,8% 5,3% 17,8% 8,9%
The risk to experience/witness 4,0% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 2,2% 0,6%
illegal/criminal activities in forestry

sector is negligible

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
According to your opinion or expe-

rience; what are the main factors

that can facilitate corruption?

General diffusion of corruption inthe  14,7% 8,5% 9,3% 1,6% 7,9% 7,1% 7,2% 11,9% 8,7%
Country

High demand for illegal timber 10,1% 6,4% 10,2% 0,0% 3,7% 3,2% 3,5% 10,1% 5,5%
High gains for illegal timber market 0,0% 10,6% 13,6% 14,8% 11,9% 12,3% 12,1% 7,0% 10,6%
Indifference of potential witnesses 4,6% 10,6% 5,1% 4,9% 6,9% 6,7% 7,0% 4,8% 6,4%
Lack of interest by the law enforce- 17,4%  12,8%  11,0%  13,1% 7,4% 8,2% 8,6% 14,1%  10,3%
ment (to fight corruption...)

Lack of training and equipment by 11,0% 6,4% 11,0% 11,5% 8,9% 9,2% 9,0% 11,0% 9,6%
the law enforcement

Lack of education/training in the 9,2% 6,4% 5,1% 9,8% 9,4% 9,5% 9,2% 7,0% 8,5%

people involved in the supply chain
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Lack of culture of legality in the 8,3% 8,5% 9,3% 16,4% 8,8% 10,4%
buyers market

Lack of or inadequate controlling 11,0%  8,5% 6,8%  11,5% 88%  10,0%
mechanisms

Lack of or inadequate norms 1,8% 6,4% 3,4% 6,6% 2,6% 3,7%
Lack of or inadequate sanctions 5,5% 6,4% 4,2% 6,6% 4,8% 5,8%
Lack of protection of witnesses 0,9% 2,1% 2,5% 1,6% 1,8% 1,8%
Low risks for criminals 4,6% 6,4% 6,8% 1,6% 5,7% 8,0%
Other 0,9% 0,0% 1,7% 0,0% 1,3% 0,8%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
According to your opinion or expe-

rience; who might have the highest

interest to bribe for illegal gains?

Forest Police 22,1% 129%  10,3% 5,4% 15,2% 8,4%
Other police officers 11,8% 3,2% 5,2% 0,0% 7,9% 4,7%
Timber Traders 17,6% 22,6% 18,6% 27,0% 182%  22,2%
Timber operators 11,8% 19,4% 9,3% 21,6% 10,3% 16,4%
Politicians 8,8% 3,2% 7,2% 10,8% 7,9% 7,1%
Land Owners 2,9% 6,5% 14,4%  10,8% 9,7% 10,9%
Public employees 14,7% 12,9% 8,2% 5,4% 10,9% 10,4%
Custom Police 5,9% 3,2% 1,0% 5,4% 3,0% 4,2%
Criminal Groups 4,4% 12,9% 14,4% 8,1% 10,3% 12,0%
Other: Forest Guards (part of the 0,0% 3,2% 11,3% 5,4% 6,7% 3,8%
State Forest Company)*

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption INSIDE Europe?

[Logging]

High 40,0% 0,0% 20,0%  25,0% 31,1%  20,3%
Low 8,0% 25,0% 350% 25,0% 20,0% 32,3%
Medium 20,0% 37,5% 20,0% 31,3% 20,0% 22,2%
Null 4,0% 0,0% 0,0% 0,0% 2,2% 6,3%
Very high 28,0% 37,5% 25,0% 18,8% 26,7%  19,0%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption INSIDE Euro-

pe? [Transport of timber into EU

Country]

High 12,0%  37,5% 5,0% 31,3% 8,9% 17,7%
Low 28,0% 25,0% 50,0% 25,0% 37,8% 36,7%
Medium 32,0% 25,0% 30,0% 37,5% 31,1%  31,0%
Null 8,0% 0,0% 15,0% 6,3% 11,1% 8,2%
Very High 20,0% 12,5% 0,0% 0,0% 11,1% 6,3%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption INSIDE Europe?

[Export of timber from EU Country]

High 16,0%  12,5% 5,0% 6,3% 11,1%  11,4%
Low 40,0% 625% 450%  37,5% 422%  40,5%
Medium 32,0% 12,5% 30,0% 25,0% 31,1%  32,3%
Null 8,0% 0,0% 20,0%  18,8% 13,3% 10,1%
Very high 4,0% 12,5% 0,0% 12,5% 2,2% 5,7%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%




What is the activity/process more
at risk of corruption INSIDE Europe?
[Transportation to the sawmill]

High 32,0% 25,0% 25,0% 18,8% 7,9% 9,5% 10,6%  28,9%  15,8%
Low 20,0% 37,5% 30,0% 31,3% 52,8% 495% 48,7% 24,4% 41,8%
Medium 24,0% 37,5% 30,0% 438% 30,3% 32,4% 32,7% 26,7% 31,0%
Null 8,0% 0,0% 5,0% 6,3% 6,7% 6,7% 6,2% 6,7% 6,3%
Very high 16,0% 0,0% 10,0% 0,0% 2,2% 1,9% 1,8% 13,3% 5,1%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption INSIDE Europe?

[Processing]

High 16,0% 37,5%  15,0% 25,0% 6,7% 9,5% 11,5%  15,6% 12,7%
Low 28,0% 12,5% 350% 37,5% 472% A457% 43,4% 31L,1%  39,9%
Medium 44,0% 25,0% 350% 31,3% 30,3% 30,5% 30,1% 40,0% 32,9%
Null 8,0% 12,5% 5,0% 6,3% 14,6%  13,3% 13,3% 6,7% 11,4%
Very high 4,0% 12,5%  10,0% 0,0% 1,1% 1,0% 1,8% 6,7% 3,2%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption INSIDE Europe?

[Sell]

High 32,0% 12,5% 20,0% 25,0% 157% 17,1%  16,8% 26,7% 19,6%
Low 0,0% 375% 250% 31,3% 34,8% 343% 345% 111% 27,8%
Medium 40,0% 37,5% 40,0% 25,0% 281% 27,6% 283% 40,0% 31,6%
Null 12,0% 12,5% 0,0% 0,0% 10,1% 8,6% 8,8% 6,7% 8,2%
Very high 16,0% 0,0% 15,0%  18,8% 11.2% 12,4% 11,5% 156% 12,7%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption OUTSIDE Euro-

pe? [Logging]

High 20,0% 12,5% 10,0% 50,0% 31,5% 34,3% 32,7% 15,6% 27,8%
Low 28,0% 37,5%  25,0% 6,3% 5,6% 5,7% 8,0% 26,7%  13,3%
Medium 16,0% 12,5% 35,0% 125% 19,1% 18,1% 17,7% 24,4%  19,6%
Null 12,0% 0,0% 20,0% 6,3% 2,2% 2,9% 2,7% 15,6% 6,3%
Very high 240% 375% 10,0% 25,0% 416% 39,0% 389% 17,.8% 32,9%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption OUTSIDE Eu-

rope? [Transport of timber into EU

Country]

High 12,0% 37,5% 20,0% 188% 449%  41,0% 40,7%  15,6% 33,5%
Low 44.0% 375% 20,0% 31,3% 157% 18,1% 19,5% 33,3%  23,4%
Medium 24,0% 0,0% 30,0% 31,3% 19,1% 21,0% 19,5% 26,7% 21,5%
Null 12,0% 0,0% 25,0% 12,5% 3,4% 4,8% 4,4% 17,8% 8,2%
Very high 8,0% 25,0% 5,0% 6,3% 16,9%  15,2%  15,9% 6,7% 13,3%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption OUTSIDE

Europe? [Export of timber from EU

Country]

High 8,0% 25,0% 20,0% 250% 157% 171% 17,7% 13,3% 16,5%
Low 44.0% 37,5% 250% 12,5% 393% 352% 354% 356% 354%
Medium 16,0%  12,5% 250% 43,8% 315% 33,3% 31,9% 20,0% 28,5%
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Null 24,0% 0,0% 30,0% 6,3% 7,9% 7,6% 7,1% 26,7% 12,7%
Very High 8,0% 25,0% 0,0% 12,5% 5,6% 6,7% 8,0% 4,4% 7,0%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption OUTSIDE Euro-

pe? [Transportation to the sawmill]

High 20,0% 12,5% 15,0% 25,0% 20,2% 21,0% 20,4% 17,8% 19,6%
Low 20,0% 50,0% 25,0% 250% 258% 257% 27,4% 222% 259%
Medium 32,0% 375% 30,0% 31,3% 382% 37,1% 37,2% 31,1% 35,4%
Null 20,0% 0,0% 25,0% 6,3% 5,6% 5,7% 5,3% 222%  10,1%
Very high 8,0% 0,0% 5,0% 12,5% 10,1%  10,5% 9,7% 6,7% 8,9%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption OUTSIDE Euro-

pe? [Processing]

High 8,0% 0,0% 15,0% 25,0% 22,5% 22,9% 21,2% 11,1% 18,4%
Low 24.0% 37,5% 35,0% 18,8% 27,0% 257%  26,5% 289% 27,2%
Medium 40,0% 37,5% 250% 250% 348% 33,3% 336% 333% 33,5%
Null 20,0% 12,5%  20,0% 6,3% 5,6% 5,7% 6,2% 20,0%  10,1%
Very high 8,0% 12,5% 5,0% 250% 10,A4% 12,4% 12,4% 6,7% 10,8%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
What is the activity/process more

at risk of corruption OUTSIDE Euro-

pe? [Sell]

High 12,0% 250% 10,0% 37,5% 31,5% 32,4% 31,9% 11,1% 25,9%
Low 36,0% 37,5% 40,0% 188% 135% 14,3% 159% 37,8% 22,2%
Medium 24,0% 125% 25,0% 12,5% 32,6% 295% 283% 24,4% 27,2%
Null 8,0% 25,0% 20,0% 25,0% 5,6% 8,6% 9,7% 13,3%  10,8%
Very high 20,0% 0,0% 5,0% 6,3% 16,9%  152%  142%  13,3% 13,9%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
If you wanted to complain about a

case of illegal/criminal activities

in forestry sector, whom would you

trust most to deal with it?

Forest Enterprises/Forestry State 12,0% 62,5% 10,0%  40,0%  37,1% 37,5% 39,3% 11,1%  31,2%
Corps/Forest Officials

International organisations of the 12,0% 0,0% 10,0% 0,0% 3,4% 2,9% 2,7% 11,1% 5,1%
forest sector

Media, newspaper, internet 16,0% 0,0% 20,0% 6,7% 3,4% 3,8% 3,6% 17,8% 7,6%
My colleagues 8,0% 0,0% 5,0% 0,0% 2,2% 1,9% 1,8% 6,7% 3,2%
My family 16,0% 0,0% 5,0% 0,0% 4,5% 3,8% 3,6% 11,1% 5,7%
NGOs and other associations 8,0% 37,5% 15,0% 6,7% 18,0% 16,3% 17,9% 11,1% 15,9%
Other 0,0% 0,0% 5,0% 6,7% 2,2% 2,9% 2,7% 2,2% 2,5%
Police 8,0% 0,0% 25,0% 20,0%  10,2%  11,5%  10,7%  15,6% 12,1%
Specialised anti-corruption agency 12,0% 0,0% 5,0% 6,7% 11,2% 10,6% 9,8% 8,9% 9,6%
The justice system (courts, tribunals 8,0% 0,0% 0,0% 13,3% 7,9% 8,7% 8,0% 4,4% 7,0%
or public prosecution services)

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement of

the EUTR 995/2010: [can help in

fighting illegal/criminal activities in

forestry sector]

Don’t know 8,0% 0,0% 30,0% 0,0% 7,9% 6,7% 6,2% 17,8% 9,5%
Tend to agree 40,0% 62,5% 50,0% 375% 60,7% 57,1% 57,5% 44,4% 53,8%




Tend to disagree 4,0% 12,5% 5,0% 6,3% 5,6% 5,7% 6,2% 4,4% 5,7%
Totally agree 48,0% 250%  150% 56,3% 24,7% 295% 29,2% 33,3% 30,4%
Totally disagree 0,0% 0,0% 0,0% 0,0% 1,1% 1,0% 0,9% 0,0% 0,6%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement of

the EUTR 995/2010: [can reduce

criminal activities in forestry sector

within Europe]

Don’t know 8,0% 12,5%  30,0% 0,0% 6,7% 5,7% 6,2% 17,8% 9,5%
Tend to agree 56,0% 62,5% 450% 50,0% 57,3% 56,2% 56,6% 51,1% 55,1%
Tend to disagree 8,0% 12,5% 5,0% 12,5%  12,4% 12,4% 12,4% 6,7% 10,8%
Totally agree 28,0% 12,5% 20,0% 37,5% 21,3% 23,8% 23,0% 24,4% 23,4%
Totally disagree 0,0% 0,0% 0,0% 0,0% 2,2% 1,9% 1,8% 0,0% 1,3%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement of

the EUTR 995/2010: [can redu-

ce criminal activities in forestry

sector outside Europe (Africa, Asia,

America)]

Don’t know 28,0% 12,5%  50,0% 6,3% 10,1% 9,5% 9,7% 37,8%  17,7%
Tend to agree 480% 375% 250% 56,3% 51,7% 52,4% 51,3% 37,8%  47,5%
Tend to disagree 8,0% 250% 150% 12,5% 12,4% 124% 13,3% 11,1% 12,7%
Totally agree 12,0% 12,5% 10,0% 18,8% 21,3% 21,0% 20,4% 11,1%  17,7%
Totally disagree 4,0% 12,5% 0,0% 6,3% 4,5% 4,8% 5,3% 2,2% 4,4%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement of

the EUTR 995/2010: [can reduce

corruption in forestry sector in

Europe]

Don’t know 8,0% 12,5%  30,0% 0,0% 9,0% 7,6% 8,0% 17,8%  10,8%
Tend to agree 56,0% 62,5% 450% 43,8% 50,6% 49,5% 50,4% 51,1% 50,6%
Tend to disagree 8,0% 12,5%  15,0% 188%  19,4%  19,0% 18,6% 11,1% 16,5%
Totally agree 20,0% 12,5% 10,0% 31,3% 18,0% 20,0% 19,5% 15,6% 18,4%
Totally disagree 8,0% 0,0% 0,0% 6,3% 3,4% 3,8% 3,5% 4,4% 3,8%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement of

the EUTR 995/2010: [can reduce

corruption in forestry sector outside

Europe (Africa, Asia, America)]

Don’t know 32,0% 50,0% 50,0% 0,0% 12,4%  10,5%  13,3% 40,0% 20,9%
Tend to agree 480% 375% 250% 56,3% 449% 46,7% 46,0% 37,8% 43,7%
Tend to disagree 8,0% 12,5%  10,0% 12,5% 23,6% 21,9% 21,2% 8,9% 17,7%
Totally agree 8,0% 0,0% 10,0%  18,8%  157%  16,2%  15,0% 8,9% 13,3%
Totally disagree 4,0% 0,0% 5,0% 12,5% 3,4% 4,8% 4,4% 4,4% 4,4%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement

of the EUTR 995/2010: [is more

effective than other national/regio-

nal/local laws in fighting corruption

in forestry sector]

Don’t know 12,0% 0,0% 30,0% 12,5% 112% 11,4% 10,6% 20,0% 13,3%
Tend to agree 60,0% 25,0% 350% 688% 449% 486% 46,9% 48,9% 47,5%
Tend to disagree 4,0% 37,5%  25,0% 6,3% 191% 171%  186%  13,3%  17,1%
Totally agree 24,0% 250% 10,0% 12,5% 21,3% 20,0% 20,4% 17,8% 19,6%

O



Totally disagree 0,0% 12,5% 0,0% 0,0% 3,4% 2,9% 3,5% 0,0% 2,5%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
In your opinion, the enforcement

of the EUTR 995/2010: [can help

detecting if corruption has occurred

within the Country of Origin]

Don’t know 4,0% 25,0%  30,0% 6,3% 11,2%  10,5%  11,5% 15,6% 12,7%
Tend to agree 40,0% 37,5% 40,0% 56,3% 57,3% 57,1% 558% 40,0% 51,3%
Tend to disagree 24,0% 25,0% 10,0% 18,8% 12,4%  13,3% 14,2% 17,8%  15,2%
Totally agree 28,0% 12,5% 20,0% 12,5%  14,6% 14,3%  14,2%  24,4% 17,1%
Totally disagree 4,0% 0,0% 0,0% 6,3% 4,5% 4,8% 4,4% 2,2% 3,8%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
How have you prepared your due

diligence system?

Autonomously, by reference to a 0,0% 0,0% 5,0% 0,0% 21,3% 18,1% 16,8% 2,2% 12,7%
forest certification scheme DDS (e.g.

PEFC DDS)

By adopting a Monitoring organisa- 4,0% 12,5% 5,0% 12,5% 10,1% 10,5%  10,6% 4,4% 8,9%
tion DDS

By yourself (with internal resources 16,0% 25,0% 10,0% 25,0% 21,3% 21,9% 22,1% 13,3% 19,6%
or with the support of an external

consultant)

No duty of making DDS 12,0% 12,5% 350% 25,0% 382% 36,2% 345% 22,2% 31,0%
Not yet prepared 68,0% 50,0%  45,0% 37,5% 9,0% 13,3% 15,9% 57,8% 27,8%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
For which kind of information do

you observe the biggest difficulty in

gathering?

Common name of tree species 4,5% 0,0% 0,0% 0,0% 2,6% 2,2% 2,1% 2,9% 2,3%
Concession of harvest 18,2% 0,0% 0,0% 14,3%  23,7% 222% 21,4% 11,4%  19,4%
Country of harvest 9,1% 0,0% 7,7% 4,8% 7,0% 6,7% 6,4% 8,6% 6,9%
Documents or other information 182% 80,0% 53,8% 429% 26,3% 289%  30,7% 31,4%  30,9%
indicating compliance of those

timber and timber products with the

applicable legislation

Full scientific name 4,5% 20,0% 0,0% 4,8% 4,4% 4,4% 5,0% 2,9% 4,6%
Name and address of the supplier to 4,5% 0,0% 0,0% 4,8% 8,8% 8,1% 7,9% 2,9% 6,9%
the operator

Name and address of the trader to 13,6% 0,0% 7,7% 4,8% 6,1% 5,9% 5,7% 11,4% 6,9%
whom the timber and timber pro-

ducts have been supplied

Other 0,0% 0,0% 0,0% 0,0% 1,8% 1,5% 1,4% 0,0% 1,1%
Quantity 4,5% 0,0% 0,0% 9,5% 7,0% 7,4% 7,1% 2,9% 6,3%
Sub-national region where the timber  13,6% 0,0% 23,1% 9,5% 8,8% 8,9% 8,6% 17,1% 10,3%
was harvested

Trade name 4,5% 0,0% 0,0% 0,0% 0,0% 0,0% 0,0% 2,9% 0,6%
Type of product 4,5% 0,0% 7, 7% 4,8% 3,5% 3,7% 3,6% 5,7% 4,0%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
If you identify a supply with “non ne-

gligible risk”, which of the following

measures do you adopt? (EU)

| ask for more information 4,5% 57,1% n.a. 41, 7% 52, 7% 50,7% 51,4% n.a. 51,4%
| cancel the partnership with the 22, 7% 0,0% n.a. 25,0%  20,0% 20,9% 18,9% n.a. 18,9%

supplier




| denounce the fact to the competent  45,5% 14,3% n.a. 16,7% 14,5% 14,9% 14,9% n.a. 14,9%
authorities

| do nothing 4,5% 14,3% n.a. 0,0% 1,8% 1,5% 2,7% n.a. 2,7%
| program audit on site 18,2% 0,0% n.a. 0,0% 1,8% 1,5% 1,4% n.a. 1,4%
| send back the lot 4.5% 14,3% n.a. 16,7% 9,1% 10,4% 10,8% n.a. 10,8%
Total 100,0% 100,0% n.a. 100,0% 100,0% 100,0% 100,0% n.a. 100,0%
Which indicators that are part of

risk assessment process in EUTR

do you consider more important

(non-EU); During the risk asses-

sment phase, which indicators do

you take into account? (EU)

Assurance of compliance with appli- 13,6% 0,0% 15,4%  15,9% 18,7% 18,1% 17,6% 14,3% 17,1%
cable legislation, which may include

certification or other third-party- veri-

fied schemes which cover complian-

ce with applicable legislation

Existence of documents that clearly 22, 7% 50,0% 30,8% 182% 229% 21,9% 22,7% 257% 23,1%
identify the required information

Other 9,1% 0,0% 0,0% 0,0% 1,2% 1,0% 0,9% 5,7% 1,6%
Prevalence of illegal harvesting of 9,1% 0,0% 7,7% 11,4%  10,2%  10,5%  10,2% 8,6% 10,0%
specific tree species

Prevalence of illegal harvesting or 4,5% 0,0% 15,4% 11,4% 9,0% 9,5% 9,3% 8,6% 9,2%
practices in the country of harvest

and/or sub-national region where

the timber was harvested, including

consideration of the prevalence of

armed conflict,

Sanctions imposed by the UN Se- 0,0% 16,7% 0,0% 9,1% 6,0% 6,7% 6,9% 0,0% 6,0%
curity Council or the Council of the

European Union on timber imports or

exports

Supplies declared as certified 22,7%  33,3% 7,7% 9,1% 13,9% 12,9% 13,4% 17,1% 13,9%
against a forest certification scheme

supported by a forest management

or chain of custody certificate issued

by a third party certification body

The actual corruption perception 0,0% 0,0% 15,4%  13,6% 9,6% 10,5% 10,2% 5,7% 9,6%
index (CPI) of the country presented

by Transparency International (TI)

The complexity of the supply chain of  18,2% 0,0% 7,7% 11,4% 8,4% 9,0% 8,8% 14,3% 9,6%
timber and timber product

Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
Did you receive specific training/

information about Timber Regula-

tion?

No 72,0% 62,5% 65,0% 250% 19,1% 20,0% 23,0% 689% 36,1%
Yes 28,0% 37,5% 350% 750% 80,9% 80,0% 77,0% 31,1% 63,9%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
If yes, from who?

Cerification bodies 14,3% 0,0% 0,0% 0,0% 139%  12,3%  11,9% 5,9% 10,9%
Consultants 14,3% 0,0% 0,0% 222%  12,5% 13,6% 13,1% 5,9% 11,9%
E(I)Erl%)t certification systems (eg 143% 333% 20,0% 66,7% 181% 23,5% 23,8% 17,6% 22,8%
Monitor Organisation 0,0% 0,0% 30,0% 0,0% 27,8%  24,7%  23,8% 17,6% 22,8%
Other 0,0% 33,3% 50,0% 11,1% 125% 12,3%  13,1% 29,4% 15,8%
Professional associations 57,1%  33,3% 0,0% 0,0% 15,3% 13,6% 14,3%  235% 15,8%
Total 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0% 100,0%
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Which of the following information
have you been asked from your par-
tner in EU? (non-EU) Which of the
following information do you ask
your suppliers? (EU)

Common name of tree species
Concession of harvest

Documents or other information
indicating compliance of those
timber and timber products with the
applicable legislation

Country of harvest
Full scientific name

Name and address of the supplier to
the operator

Name and address of the trader to
whom the timber and timber pro-
ducts have been supplied

Other
Quantity

Sub-national region where the timber
was harvested

Trade name
Type of product
Total

9,2%
6,9%
7,7%

12,3%
6,9%
10,0%

7,7%

1,5%
11,5%
10,0%

5,4%
10,8%
100,0%

4,8%
4,8%
9,5%

0,0%
0,0%
23,8%

14,3%

0,0%
19,0%
4,8%

14,3%
4,8%
100,0%

2,0%
7,8%
11,8%

13,7%
7,8%
9,8%

7,8%

0,0%
7,8%
9,8%

3,9%
17,6%
100,0%

0,0%
12,1%
10,6%

10,6%
7,6%
10,6%

9,1%

0,0%
10,6%
9,1%

9,1%
10,6%
100,0%

8,1%
10,4%
8,1%

12,7%
7,8%
8,1%

5,5%

0,7%

8,8%
7,8%

9,8%
12,1%

100,0%

6,7%
10,7%
8,6%

12,3%
7,8%
8,6%

6,2%

0,5%

9,1%
8,0%

9,7%
11,8%

100,0%

6,6%
10,4%
8,6%

11,7%
7,4%
9,4%

6,6%

0,5%

9,6%
7,9%

9,9%
11,4%

100,0%

7,2%
7,2%
8,8%

12,7%
7,2%
9,9%

7,7%

1,1%

10,5%
9,9%

5,0%
12,7%

100,0%

6,8%
9,4%
8,7%

12,0%
7,3%
9,6%

7,0%

0,7%
9,9%
8,5%

8,3%
11,8%
100,0%




SECTION Il - EMERGING RI-
SKS OF CORRUPTION IN THE
FOREST SECTOR IN EUROPE

This section is intended to provide basic guideli-
nes and templates for describing and assessing
the risks of corruption in the management and
control of timber supply chains. It is meant to
help outline corruption hotspots related to trade,
institutions, rules, procedures and the overall cri-
minal background of the countries. Observations
based on the evidence, gathered during the TRE-

ES research phase as well as a number of open

sources were used for this compilation. The tool

has the following objectives:

1) To present a reference typology of corrup-
tion-related risks in the supply/trade chains
based on the case studies and the interviews
conducted (typical corruption risks).

2) To point at the potential data sources that
can be used for the purposes of the risk as-
sessment (sources of information).

3) To propose a simple risk assessment matrix,
centered around the “probability-impact” cri-
teria - what type of corruption risks are most
common and what is the severity of their
impact on the integrity of the system (asses-
sment criteria).

4) To provide a template for producing risk as-
sessment report on the basis of the risk
typology and the assessment criteria (asses-
sment template).

In this line we regard the risk assessment proce-

dure as an algorithm of actions to be performed

on regular (yearly) basis in order to gather and ar-

range the knowledge needed for the implemen-
tation of informed policies in the timber sector:
Beyond the framework of the TREES project
the proposed risk assessment template is de-
signed for a broader group of stakeholders in-
cluding professionals, policy-makers, activists
and independent experts as well. Its foremost
purpose is to encourage policy thinking and
policy making in the realm of “risk manage-
ment”. Secondly, the document is intended to
provide some basic ideas and guidelines for
the risk assessment in the TREES framework
that can be subsequently adapted and reused
in other contexts.

Arisk is the likelihood of an unwanted
event or process to occur . A risk is not
autonomous, i.e. in itself: a risk is always
in relation to a situation, event, process
etc. The probability of an unwanted event
to occur can be determined by defining
risk factors, passive or active, and sum-
ming and/or assessing their vitality to the
integrity of the projected outcome.

Passive risk factors are conditions of the en-
vironment. Defining a risk factor as such me-
ans that the “riskiness” is rooted into the very
fabric of the condition itself. The properties of
the risk are a later concern and are part of the
assessment process. Active factors make up
the likelihood of actors being prone to exploit
situations in a certain way so as to alter the
purpose or otherwise compromise the integrity
of the latter. The active risk factors are closely
related to the passive insofar as if there is no
environment in which a risk can be realized,
there essentially is no risk at all.

a5 . . Define assessment Assess probability
Identify risks > Gather information >> ciliafia >> and Impact >

Implement

Design mitigation
policies
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Conditions of the environment in the case of

corruption include but are not limited to:

e Legislation;

e Administrative framework and efficiency (or
lack thereof)

e Economic environment

e Political environment

e Existence of criminal groups and/or organi-
zations

e Specifics of the market/trade environment

Active factors that facilitate corruption and/

or illegal activities in the timber sector refer

to the possibility of entities (be it individuals,

firms, criminal groups, public officers etc.) to

take advantage and exploit weaknesses in the

system. These include but are not limited to:

e High level public officials (forestry sector)

e Low level public officials (forestry sector)

e Local government officials

e Logging firms

e Timber trading firms

e Organized criminal groups, local or otherwise

Except for the criminal groups, the case for

all the other entities is in fact the likelihood of

them becoming corrupt, given (1) possibilities

that a certain situation provides and (2) how

prone is the actor to decide to act on it, and

why: does he have a choice, is the risk of get-

ting caught low, and/or is the punishment for

the act worth it and so on.

Cases analyzed during the TREES desk resear-
ch show little or no direct evidence of bribery
and other “classic” acts of corruption. However
the nature of the cases and the inconsistency
between crimes committed and case outco-
mes makes it apparent that there is an under-
lying corruption field that operates parallel to
the legitimate state powers. For the needs of
the risk assessment we focus our attention on
a range of factors, which can foster corruption
and affect the way the state exerts its discre-
tionary power on the market of wood.

A major distinction should be made between

the corrupt practices on the domestic market
and those facilitated by the conditions in the
international trade. The domestic market is
regulated by uniform rules, it does not invol-
ve breaches in the customs’ regime and the
circle of players is limited. The risks for ille-
gal traders are lower as well as the chances
for their exposure. International trade, on the
other side, presumes the participation of re-
sourceful players, longer and vulnerable sup-
ply chains, sophisticated criminal approaches
(timber laundering, middlemen, document for-
geries etc.).

: TREES project research
phase (interviews & case studies) showed that
black domestic markets in the partner coun-
tries (esp. in the Balkans) nurture corruption,
which is benefited by some common passive
risk factors, inherent to the scale of business,
type of timber traded and the social strata in-
volved:

1) Widespread irregularity, split between
small-sized agents: At the very beginning of
the supply chain timber is extracted by nu-
merous small-sized illegal enterprises, which
are hard to control. Chainsaw teams comprise
few workers and in case of failure it is easy to
mask the organized activities as acts of indivi-
dual perpetrators. This facilitates “black” ope-
rators in evading legal responsibility. Respon-
dents and court evidence point at proceedings
against persons instead of companies. Fines
are respectively small - proportionate to volu-
mes in the separate cases.

2) Timber of type and size, suitable for mani-
pulations: Firewood is most often involved in
illegal dealing. Its shape and quality allow for
fraud in calculations. Profits are made in the
gaps between contracted and harvested, tran-
sported and sold wood. The extreme proximity
between supplier and customer (short trade
chain) contributes to the high level of liquidity
of the illegal asset and hampers effective pre-
vention and control. Construction wood is the
second choice in the domestic black trade. It
implies longer transportation routes and laun-
dering through storage facilities and sawmills,
but the added value is higher.

3) Social implications of the domestic trade:
Within Balkan context the demand for cheap il-



legal firewood has social background (poverty,
unemployment, regional disadvantages etc.)
Often representatives of marginalised minori-
ty groups are involved in the black harvesting
and serve as a “safety fuse” between the cri-
minal enterprise and the law. Financial san-
ctions imposed in such environment are hard
to be effectively enforced (collection of fines is
impossible or insignificant).

The Europe-

an economy harbors huge and complex wood
industry. Eurostat estimates the gross value
added of the sector at EUR 132 billion, which
is equivalent to 8.1 % of the manufacturing to-
tal in 2012%. The freedom of trade within the
Customs’ Union makes monitoring and control
over the timber flows difficult. A 2008 WWF
study (WWF, 2008b) shows that the internal
trade in the Union with its 451 million m3 exce-
eded the amount harvested in the EU - which
in turn indicates that third country material en-
ters the domestic trade chain as “local” mate-
rial after processing?. Same source points at
the Balkan countries as one of the suppliers
of illegal timber for the EU needs. The situation
was further complicated because in 2007 and
2013 three Balkan countries, Bulgaria, Roma-
nia and Croatia, became members of the free
trade zone. Thus they changed their status
from “third countries” to “internal suppliers”.
Despite initiatives like EUTR, adequate control
remains a significant challenge for member
countries. What are the main drivers behind
the corruption pressure in international trade?
1) Price margins between source and de-
stination countries: The notorious example
of tropical wood smuggled in Europe found
analogues in the data collected under TRE-
ES. Smuggled Bulgarian firewood, for instan-
ce, became a wanted good in the neighboring
countries: Macedonia, Turkey, Greece. Due to
the geographical location and the vast market
Italy is also a destination for illegal firewood
from the Western Balkans.
2) Existing smuggling networks and chan-
nels: Balkan routes have a long record as a
crossroad for trafficking of illicit goods and hu-
mans. The Afghan opioids are supplied in Eu-
1 Eurostat (2015)

2 WWF 2008. llilegal wood for the European market - An analysis of
the EU import and export of illegal wood and related products, p. 10

rope mainly through the “Balkan route”3. Since
the beginning of the European migration cri-
sis, criminals use the “Balkan road” for smug-
gling people in the north-western parts of the
continent. The established criminal channels
and the “adhesion” between customs and cri-
minal rings encourages and facilitates the im-
port and export of illegal timber. Respondents
reported cases of customs’ fraud, based on
paper manipulations on the quality, quanti-
ty and species of wood crossing the borders.
Such operations are characterized by low risk
for perpetrators and modest bribes paid to cu-
stoms’ officers.

3) Low corporate responsibility: Key factor to
fuel corruption in international trade relates
to what conservationists call “corporate gre-
ed”*. It is noted that “companies are making
huge profits on the back of deforestation, as
destructive and illegally logged timber is che-
aper”. Such qualification could not be applied
by default to a whole sector, the largest seg-
ment of which operates within the legal boun-
daries. It is important however to note that in
the recent years the EU wood industry is in-
creasing its scale, making wood “increasingly
sought after and expensive”®. Risk in this case
appears at the cross point where relentless
pursuit of profit meets the possibility to mani-
pulate lax and ambiguous rules. In other words
illegal exports would not be possible without
their end-users. Some interviews hinted the
connection between large wood processing
enterprises and black harvesters/smugglers,
although it was not verified by strong evidence.

This group of risk relates to the typical weak
spots in the institutional network, responsible
for the management and control in the timber
sector, which makes it vulnerable to corrupt
infiltration. They are outlined on the basis of
the observations during the TREES research.
The shortages may include, but should not

be limited to a) lack of administrative capaci-
3 European Monitoring Centre for Drugs and Drug Addiction, 2015
4 For example see Greenpeace, 2007. The role of government and
companies in deforestation.

5 Eurostat, 2016. Forestry statistics. Accessible at <http://ec.eu-
ropa.eu/eurostat/statistics-explained/index.php/Forestry_statistic-
s#Forest_based industries> [visited on 19.04.2016]
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ty - motivated and sufficient staff, resources,
qualifications, b) inadequate functions of the
administrative units - overlaps in tasks, weak
internal control, structural conflict of interests
and c¢) institutional culture, susceptible to poli-
tical interference. We speak here of some ba-
sic preconditions for the corrupt transactions,
which imply both active exploitation of weak-
nesses (e. g. “partisan” lobbying) and “passi-
ve” loopholes in the bureaucratic structures.
The consequent manifestations of the very
acts of corruption are best described throu-
gh the categories in the classical institutional
corruption theory®: a) violation of fiduciary du-
ties, b) engagement in fraudulent practices, c)
endangering the security and interests of the
general public, and d) irregularities, due to fai-
led strategies, wrong decisions and mismana-
gement.

Capacity: During the interviews, forest admi-
nistration in the participating Balkan coun-
tries was often labelled as “lacking resources”
and “understaffed”. Respondents pointed at
the relation between the insufficient number
of officers and the opportunities for criminal
structures to operate in areas which remain
out of this deficient control. The risk is particu-
larly obvious on the basic levels of the supply
chain - (illegal) harvesting in the forests. Lack
of staff might be further multiplied by the scar-
city of resources: transportation, equipment,
fuel, adequate salaries etc. Resources and
payment are directly related to the motivation
of the personnel’. They also reflect the ability
of the system to recruit and maintain qualified
professionals. As one of the interviewees sta-
ted, when you degrade the status of the pro-
fession, only incapable or corrupt individuals
will remain in the system. The risk of insuffi-
cient capacity might be additionally aggrava-
ted by cronyism and nepotism.

Structures and Functions: Another important
aspect of the institutional risks facilitating cor-
rupt transactions lies in the way public bodies,
regulating timber production and trade, are
constituted. Scholars have noted that “institu-
6 See Newhouse, M. E., 2014: Institutional Corruption. A Fiduciary
Theory. Cornell Journal of Law and Public Policy. Vol. 23: 553-594.

7 See Rynes, S., Gerhart, B. & Minette, K., 2004: The Importance of
Pay in Employee Motivation: Discrepancies between what people say

and what they do. Human Resource Management, Winter 2004, Vol.
43, No. 4, pp. 381-394

tional structure that governs the interactions
between players and, more particularly, public
and private actors is a decisive factor of cor-
rupt practices”®. TREES research showed that
timber administration, especially in countries
with strong centralization of management
processes (e. g. Bulgaria), is prone to corrup-
tion. Several weaknesses are especially expli-
cit: @) mixing executive and control functions
when one hierarchical position is responsible
for the exploitation of the forest and - at the
same time - for its protection; b) overlap in si-
milar functions of different units (e. g. in mu-
nicipality and ministry) when there is no cle-
ar responsibility for the neglect of duties and
other omissions; c¢) lack of efficient integrity
infrastructure within the sector, responsible
for the transparency, accountability and whi-
stleblowing; d) failures in the organization and
functions of third party structures which have
indirect, but crucial impact on the good gover-
nance of the timber industries and trade (e.
g. malfunctioned or captured law-enforcement
agencies, customs, tax-collecting bodies).

Political Influence: Structural flaws are a pas-
sive risk factor, which could be successfully
exploited by active external players (organized
criminal enterprises, corporations, profiteering
in the grey zones, and corrupt top-level politi-
cians). In representative democracies political
parties are the natural proxy between external
stakeholders and administrative apparatus.
Heads of administrations (ministers) are ap-
pointed by ruling parties. Key positions (re-
distributing resources or performing control)
are also vulnerable to lobbying, nepotism and
cronyism. The very policies of the sector are
designed and implemented under the influen-
ce of powerful business interests. In some
cases (reported predominantly in the Balkan
region) respondent’s stories and open publi-
cations hint at significant kickbacks accumu-
lated in the black party funds in exchange for
“political umbrellas” spread over illegal tra-
ders with the support of “loyal” executive of-
ficers (see the example below). This was not
an unexpected observation, given the fact that
political elites and logging industry by default
mizopoulos, Y. & Sergakis, D., 2010. Patterns of

Corruption. Journal of Economics and Business Vol. XIl - 2010, No 2
(11-31).



enjoy mutually benefitting partnership®. Unsu-
stainable exploitation and quick profits for the
entrepreneurs are often traded in exchange of
populist support among local interest groups,
financial contributions to party campaigns and
direct payments to influential politicians.

Summary: The legal framework itself in the dif-
ferent countries varies, but it is more or less
grounded on the premise that (a) the forest is
an important and rather delicate (public) natu-
ral resource, which therefore (b) must be pro-
tected by the state by regulating its usage. Its
objective, as in the case of any state regulation
concerning a public good, is ensuring that (c)
the resource is not used beyond a point, which
is considered harmful for its sustainability.
Timber is very well distributed throughout the
market spectrum: low-end timber is used for fi-
rewood, which is a widespread heating source
among poorer communities, especially in the
Balkan region, while mass-production timber,
used mainly for furniture keeps demand high.
This makes timber a target for criminal groups.
TREES research in countries where corruption
is high and/or there are active criminal enti-
ties showed that timber is an extremely feasi-
ble field of operation.

According to the interviewed experts and inve-
stigative journalists alike, the reason that ille-
gal logging is so popular among different cri-
minal groups (regardless whether or not this is
their “main” business) is that illegal timber is
“easy low-risk money”.

The “low-risk” here is constituted by two fac-
tors: one is that the likelihood of getting caught
is low, be it because of corruption or otherwi-
se. The second factor, whose impact is much
more severe, is that even if one gets caught
the sanction compared to the profit is negli-
gible. This means that the legal framework in
those countries (Bulgaria, Macedonia, Alba-
nia) has failed to recognize the magnitude of
problem it is nevertheless addressing.

9 See: Forests Monitor, no date. Politics, Law and the Logging In-
dustry. Accessible at <http://www.forestsmonitor.org/en/repor-
ts/550066/550073> [visited on 19.04.2016]

Risks relating to the legal framework:

What the law should provide for:

e The legal framework should take into ac-
count not just the raw cost of the wood that
came from an act of illegal logging as loss,
but also the harm to the sustainability of the
forest where the logging has taken place;

e The legal framework should not necessarily
be complex, but it should be very clear about
responsibilities in the sector, including law
enforcement, control and crime preven-
tion. Overlapping or unclear responsibilities
among different government officials is very
beneficial to corruption and/or covering up
wrongdoings.

e The legislation and legal provisions in the
penal code about illegal logging should not
center around the harm for the public finan-
ce only, but should take into view the idea of
ensuring the sustainability of the forests.

While the law itself is the more conservative
part of the regulation, the implementation is
where the real risks lie.
Preventing corruption is a paramount task
when dealing with countering illegal logging:
combating illegal practices in an institutional
environment that is corrupt is next to impos-
sible. A high potential for a system to become
corrupt renders any regulation useless insofar
as any law could be bypassed provided the
executor of that law or regulation remains pas-
sive.

Risks related to weaknesses in the regula-

tion and/or process that could result in cor-

ruption thereby enabling illegal conduct:

e Lack of transparency and/or reliability of the
legality of the different stages of the whole
process of logging, transport and trade etc.

e Loopholes in the documentation and verifi-
cation system that provide possibilities for
forfeiture and/or other ways of compromi-
sing its integrity;

e Any stage of the legitimization process,
which is left to rely only on people, contains
risks. All stages of the process should be
operated by an official, however, their inte-
grity should also be proofed by system me-
asures (eg. electronic tickets, online pla-
tforms for tracing timbers, log systems for
officials etc.).
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The EU Timber Regulation: The EU has establi-
shed a due diligence system for its market
through the implementation of Regulation
995/2010. The regulation is aimed at assu-
ring that illegally harvested timber or products
containing illegal timber do not enter the EU
market©.

Due diligence is a fundamental part of the re-
gulation. The implementation of it is carried
out by authorized bodies in each country®®.
The design of the due diligence system in itself
is thorough enough. It is organized in three
major steps: access to information, risk as-
sessment and mitigation. Access to informa-
tion means that the operators should be able
to easily acquire all relevant information about
the origin and “history” of the timber or tim-
ber products; the second step concerns the
capacity of the operator to assess the risk of
the timber, part of it or a part of the process
that has led it to this point being illegal; lastly,
having assessed the risk the operator should
take steps so as to reduce that risk, mainly by
requesting more information. The system ad-
dresses precisely the main problem that arises
from the very nature of the kind of activity that
logging is: the fact that the whole process from
harvesting to the end user consists of many
parts which are remote from one another. That
is to say, it is very easy to lose track from one
step to the next and thus be uncertain of the
timber’s origin.

While the the due diligence system itself is
well developed, problems with its efficiency
and usefulness not only exist but are in some
cases quite severe. The problem with the due
diligence system is that it cannot function ef-
fectively and be reliable if not for the context in
which it operates: the overall corruption envi-
ronment provides for the necessary papers to
be produced and for them to check out regard-
less the reality of the actual transactions. That
is to say, reliable due diligence can be carried
out only if the information it operates upon is
itself reliable. Otherwise the system is rende-

10 http://ec.europa.eu/environment/forests/timber_regulation.

htm#diligence
11 http://ec.europa.eu/environment/forests/pdf/list_competent

authorities_eutr.pdf

red fruitless. Particularly in Bulgaria, TREES
research has shown that the practice of acqui-
ring illegal timber is done almost exclusively
by forging documentation. This means that
in essentially all cases the timber checks out
due-diligence-wise because it is equipped with
all the necessary documents. A key question it
would seem is how does the DDS account for
acts of forgery designed precisely for the pur-
pose of targeting its effectiveness. This is also
important to bear in mind when using statisti-
cs about illegal timber in Bulgaria and other
countries, for which there is evidence of such
practices, such as Albania, Kosovo, Macedo-
nia and the like. This is one of the reasons why
good regulation and especially implementa-
tion and control is paramount when tackling
the problem of illegal timber. The fundamen-
tal tool for reducing (the risk of) illegal timber
entering the market is a well established and
transparent system for control on timber and
timber products, especially in the harvest,
transport and “raw material” phases.

Risks for corruption in timber sector correla-
te to the rates of the high level political cor-
ruption and the organization of crime within
respective countries. Extreme forms of inte-
rest group infiltration in the decision making
process, known as ‘state capture’, also hint
about a forest industry susceptible to abuse of
power, deliberate maladministration and lowe-
red control. Wherever organized crime and
corruption flourish, it is highly probable that
the market of wood would become a target for
criminal profiteering. A specific case of a crimi-
nal activity growing upon abuse in timber sup-
ply chains is the funding of terrorism through
the black market.

High-level corruption: A political system, per-
meated by corruption, is expected to interfere
in the decision making process and to under-
mine the control procedures, implemented by
the executive bodies (see 2.2. Risks related to
the institutions). Law enforcement, prevention,
protection, fair procurement and transparency
in the management of the forests are particu-



larly exposed to this type of active risk factors.
Experts describe “high level political corrup-
tion” in its relation to the authoritarian rule,
“where those in power enjoy impunity and
are sheltered from public criticism”*2. Another
“diagnosis” traces the interdependencies
between high level corruption and the market
regulation. From this point of view transition
economies are assessed to be facilitative for
the “illicit enrichment”®® of the political eli-
tes. Other scholars underline the connection
between “high level”, “grand” and “political”
corruption, using the terms as synonyms and
distinguishing this elite stratum from the “bu-
reaucratic and petty corruption”. Elaine Byr-
ne gives the following definition of high-level
corruption: “Political or grand corruption ta-
kes place at the high levels of the political
system, when politicians and state agents
entitled to make and enforce the laws in the
name of the people, are using this authority
to sustain their power, status and wealth”*.
This description corresponds to the observa-
tions of the TREES research: interviews and
media publications and to a lesser extent the
case studies are indicative to the fact that the
sector specific corruption is possible only wi-
thin the frame of systemic abuse with power,
practiced in larger framework (the governance
of the whole country).

State capture: A distinct and “pernicious”®®
form of political corruption is described by aca-
demics and international regulatory organiza-
tions with the term “state capture”. World Bank
experts stress on two aspects of that concept:
1) It relates to “illicit, illegitimate and non-tran-
sparent forms of influence”; 2) It pertains to
the very fundament of the state, encompas-
sing “the formation of laws, rules, and decrees
by a wider range of state institutions, including
the executive, ministries and state agencies,
legislature, and the judiciary”*®. International

12 See Whitehead, L., 2007: High Level Political Corruption in Latin
America: A “Transitional” Phenomenon? In “Political Corruption. Con-
cepts and Contexts”. Transaction Publishers New Brunswick (U.S.A.)
and London (UK)

13 ibid

14 Byrne, E., 2009. Accessible at <http://elaine.ie/2009/07/31
definitions-and-types-of-corruption/>, [visited on 19.04.2016]

15 Hellmann, J. & Kaufmann, D., 2001. Confronting the Challenge
of State Capture in Transition Economies. Finance and Development,
September 2001, Volume 38, Number 3

16 World Bank, 2000. Anticorruption in Transition. A Contribution to

Monetary Fund has a more descriptive approa-
ch: “state capture” is illustrated with the exam-
ple of “the so-called oligarchs manipulating po-
licy formation and even shaping the emerging
rules of the game to their own, very substantial
advantage”!. When discussing the risks state
capture poses for the management of the fo-
rest resource, we shall keep in mind that this
is also “a distinct network structure in which
corrupt actors cluster around certain state
organs and functions”8.

Organization of crime: lllegal timber industry

and trade in their essence exist in the opera-
tions of enterprises on the black market. The-
refore criminal rings who are active “in the
forest” give good examples of organized crimi-
nal entrepreneurship. The Federal Bureau of
Investigation “defines a criminal enterprise
as a group of individuals with an identified
hierarchy, or comparable structure, engaged
in significant criminal activity”. The same
authoritative source underlines that “these
organizations often engage in multiple cri-
minal activities and have extensive suppor-
ting networks”*°. It means that illicit timber is
usually just one of many “folders” in a certain
criminal portfolio. An analogous claim is also
valid: due to the low risks in case of exposu-
re and the moderate start-up capital needed,
black exploitation of the forest resources be-
comes a perspective opportunity for mafia-sty-
le organizations. This hypothesis receives
confirmations in the case studies from the
Balkan countries. In Bulgaria, a local mafioso
with civil forfeiture sanctions imposed on his
vast business empire, owned inter alia several
companies implicated in illegal logging affairs.
To sum up: where criminal networks exist un-
disturbed by corrupted institutions it is very
likely that the wood industries would become
easy prey for black entrepreneurs.

Black mark f ti r and funding of ter-
rorism: Although not evident from the infor-

the Policy Debate. World Bank, Washigton DC

17 Hellmann, J. & Kaufmann, D., 2001. Op. Cit.

18 Fazekas, M. & Toth, I. 2014. From corruption to state capture: A
new analytical framework with empirical applications from Hungary.
Working Paper Series: CRC - WP/2014:01, Corruption Research Cen-
ter Budapest.

19 https://www.fbi.gov/about-us/investigate/organizedcrime,

glossary
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mation collected during the TREES implemen-
tation, the exploitation of natural resources
by terrorist movements pose a considerable
risk factor when it comes to regions, plagued
by terror and violence. In 2014 UN predicted
that “the increased charcoal demand will con-
siderably increase the purchasing power of
non-state armed groups, including terrorist
organizations, and accelerate emissions if left
unchallenged”?°. Investigations reveal that “in
East, Central and West Africa, the annual tra-
de of up to $100bn in illegal logging is helping
line the pockets of mafia, Islamist extremists
and rebel movements, including Somalia’s
Al-Qaeda linked terror group al-Shabaab that
now rely on charcoal as its primary finance.”?
In this case the difference between terrorists
muneo.org newscentre/default.aspx?Documentl-

D=2791&ArticlelD=10906&I=en
21 The Guardian, 2014. $213bn illegal wildlife and charcoal trade

and organized criminal entrepreneurs is mea-
sured only by the degree of brute of force they
are inclined to apply in order to secure their
business interests. There is however one signi-
ficant distinction between crime and political
terror stuffing their pocket with illicit goods.
While organized crime is trying to use corrup-
tion in making the administrative apparatus
work for its profit, terrorists directly challenge
the authority of the state to enforce its soverei-
gnty: it is a “complex political question of who
has the right to control a country’s natural re-
sources”?2, Terrorist activities in a country cre-
ate risks for an indiscriminate criminal abuse
of the forest. Timber, illegally harvested by or-
ganized terror groups, must find its way to the
markets, which suggests that they also resort
to corruption. This is the reason why this factor
should be also considered when conducting a
corruption risk assessment.

‘funding global terror groups’. Accessible at <http://www.theguar-
dian.com/environment/2014/jun/24/illegal-wildlife-charcoal-tra-
de-funding-global-terror-groups> [Accessed on 19.04.2016]

22 Pieth, M. 2003. Financing Terrorism. Kluwer Academic Publi-
shers, Dordrecht, p. 15



SECTION Ill - PREVENTING
AND REDUCING ILLEGALITY
IN THE TIMBER SECTOR

The risk assessment is an evaluation of a sy-
stem to a phenomenon (in the case of a crime
risk, the assessment of a system to criminal
phenomena); the vulnerability assessment is
the evaluation of the weakness of a manage-
ment system (prevention and control) to the
risks above specified. The common definition
of “vulnerability” varies across disciplines, ran-
ging from engineering to psychology to econo-
mics. In the development community, vulnera-
bility has become an important concept used
to guide the design, evaluation, and targeting
of programs. So, a vulnerability assessment
can be defined as the process of identifying,
quantifying, and prioritizing (or ranking) the
vulnerabilities in a system. Examples of sy-
stems for which vulnerability assessments
are performed include, but are not limited to,
information technology systems, energy sup-
ply systems, water supply systems, transpor-
tation systems, communication systems and,
of course, forestry. Such assessments may be
conducted on behalf of a range of different or-
ganizations, from small businesses up to large
regional infrastructures.

EU Timber Regulation aims to halt the entran-
ce of illegal timber into the EU marketplace,
and, in the same time, aims to fight and pre-
vent corruption because the risk of illegal har-
vesting (or activities in general) is influenced
by the corruption itself.

While thorough diligence is not guaranteed
to identify specific acts of past misconduct, a
thoughtful, well-planned and well-executed di-
ligence process shall identify structural risks
and compliance weaknesses: in the case of fo-
restry, illegal logging can be carried in presen-
ce of well-established corruption network. The
complicity of numerous public officials (forest
authorities, police, customs) is pivotal to the il-
legal business, as it either allows the activities
to take place or to continue without any san-
ctioning (Transparency International, 2014).
For instance, corruption enables companies

to log and export timber species protected by
law, to log in protected areas or in zones outsi-
de of the granted concession, and to transport
illegally extracted timber to specific markets
(Callister, 1999). On this perspective, vulnera-
bility assessment has many things in common
with risk assessment. In the timber sector the-
re are, at this purpose, specific regulations for
the certification of a Chain of Custody (CoC).
CoC is the flow of information through a supply
chain that makes it possible to prove that tim-
ber has been derived from legal or sustainably
managed forests.

A CoC approaches can be paper-based or
electronic, but it must include the information
necessary to trace timber and wood products
back to their origin. If robust, CoC certification
allows forest product manufacturers and tra-
ders to ensure there is no illegally harvested
material in their supply chains. Any CoC sy-
stem needs to be able to track materials with
no gap in the chain from point of harvest to
point of export, including transportation, pro-
cessing, storage and distribution.

Usually two CoC systems are used in the forest
sector: physical separation and inventory ma-
nagement. The former requires that products
are marked so that they can be identified indi-
vidually and that they are processed and sto-
red separately.

The latter uses data reconciliation between
total input and total output at processing or
storage facilities. Both systems require effecti-
ve mechanisms for measuring and recording
the quantities of timber or timber products at
different points in the supply chain in order to
reconcile quantities and check that the integri-
ty of the control system has been maintained.
The information management and data recon-
ciliation mechanisms on which effective CoC
is based are required to be checked regularly,
at least annually - both by the company ope-
rating them and by a third-party auditor (Saun-
ders & Reeve, 2014).

Attempts to formulate and apply principles for
rigorous CoC controls have been made in Euro-
pe, notably, by the Forest Stewardship Council
(FSC), the Programme for the Endorsement of
Forest Certification (PEFC) and several private
‘verified legal origin’ systems.
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EUTR’s Monitor Organizations very often
base their Due Diligence System in order to
meet the requirements of a certification sy-
stem (PEFC or FSC), while maintaining full
harmonization with the EUTR legislation.

PEFC has created a minimum Due Diligen-
ce System requirement inside the Chain of
Custody of Forest Based Products Standard

Figure 1 - The NEPCon LegalSource programmes com-
ponent

(PEFC ST 2003:2013), that shall be imple-
mented by the companies that wish to be
certified according to the PEFC Chain of Cu-
stody standard (PEFC, 2013).

Bureau Veritas has developed a comprehen-
sive Timber Regulation Due Diligence Solu-
tion that is in full compliance with the EUTR,
the USA Lacey Act and the Australian lllegal
Logging Prohibition Bill; Woodmark provides

Figure 2 - Overview of the LegalSource stepwise process

its DDS and its Forest Verification of Legal
Compliance (used to verify compliance with
all national harvesting laws) in line with FSC
principles. All these systems are voluntary sy-
stems.

The NEPCon LegalSource Due Diligence Sy-
stem (Fig. 1) provides a step by step route to
exercising due diligence designed to match
the EUTR (but also similar regulations that
apply in the US and Australia) and covers all
key aspects of the due diligence, from access
to information to risk assessment and risk
mitigation (Fig. 2).

Finally, Conlegno, an Italian M.O., has created
a system (the LegnOK system) which is based
on different actors that actually is used from
about 150 Companies.

The core of the ‘due diligence’ notion is that
operators undertake a risk management exer-
cise in order to minimise the risk of placing
illegally harvested timber, or timber products
containing illegally harvested timber. In order
to undertake the risk management exercise,
three basic steps are needed: gathering of
information, risk assessment procedures and
risk mitigation procedures.

Gathering of information

The purpose of the “gathering of information”
phase is to receive information about the sup-
plies’ origin and tree species, which can be
used in the subsequent risk assessment.
The operator must have ac-
cess to information descri-

Commit to legal sourcing

" Establish responsibilities & assure
competence
Establish procedures
Implement performance monitoring
Define scope of supply chain &
products

v Evaluate supply chain info
¥ Identify risks:
+ forest level
« supplier level
s CoC
¥v"  Specify risks where identified

¥ Record supply chain info
¥ Collect additional supply chain

info measures

’ Supply chain involvement
Implement risk mitigation

measures
" Control claims

” Identify risk mitigation

bing the timber and timber
products, country of harvest,
species, quantity, details of
the supplier and information
on compliance with national
legislation. In detail, the re-
quired information are:
¢ Description, including
the trade name and type
of product as well as the
common nhame of tree
species and, where ap-
plicable, its full scientific
name;



e Country of harvest, and where applicable
sub-national region where the timber was
harvested and concession of harvest;

* Quantity (expressed in volume, weight or
number of units);

* Name and address of the supplier to the
operator;

* Name and address of the trader to whom
the timber and timber products have been
supplied;

* Documents or other information indicating
compliance of those timber and timber pro-
ducts with the applicable legislation.

According to the Regulation (UE) 995/2010,

it is mandatory to have “access to the infor-

mation”, not to have the information physically
available when it is not necessary.

Therefore, the organisation shall have at least

a procedure in place that enables them to get

the information from its supplier when nee-

ded. The procedure has to be coordinated with
and confirmed by the supplier. The procedure
and the confirmation shall be documented.

Risk assessment

The purpose of the risk assessment is to deter-
mine the risk associated with a specific supply.
The assessment is based on the information
provided by the supplier.

In order to carry out the risk assessment it is
therefore necessary to have all information on

+ Al the required information are available?
« Product description
« Species
« Country od harvest
« Quantity
« Supplier "who has been supplier”
« Customer "to whom products have been supplied"

',,' ' !.,' . i with i forestry
« |s there an highrisk?

. withwhich
harvested wood is introduced to the markets

may assess and analyze the risk that illegally

*Putinplace setof measures and procedures to minimize the
risk

« Additional information

« Additional documents

« Third party verification

origin and tree species available.

The operator should assess the risk of illegal

timber in his supply chain as well as relevant

risk assessment criteria, including;:

e assurance of compliance with applicable le-
gislation, which may include certification or
other third-party-verified schemes which co-
ver compliance with applicable legislation;

* prevalence of illegal harvesting of specific
tree species;

* prevalence of illegal harvesting or practices
in the country of harvest and/or sub-natio-
nal region where the timber was harvested,
including consideration of the prevalence of
armed conflict;

* countries with weak governance and high
level of corruption;

* sanctions imposed by the UN Security Coun-
cil or the Council of the European Union on
timber imports or exports;

e complexity of the supply chain of timber and
timber products

Risk mitigation

When the assessment shows that there is a
risk of illegal timber in the supply chain, that
risk can be mitigated by requiring additional
information, verification from the supplier,
documents and/or requiring third party veri-

fication.

The process can not
goonuntil all
information are
collected

With negligible risk

& i  the DDS procedure

Requiring additional
information or
 documents and/or
requiring third party
verification

y 4
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Often the enterprises trust only on the infor-
mation collected through their directs sup-
pliers. Some enterprises do not make a deep
checking on the country of harvest (for exam-
ple about the sub-national region where the
timber was harvested) and, because of the
market timing, postpone (after purchasing)
the recovery of evidence about the informa-
tion collected. For some enterprises the DDS
procedure seems as something external to the
ordinary administration and a hard to do com-
mitment. That is why usually the enterprises

hold the document but do not write neither
their own risk assessment nor their record
keeping. There is the widespread perception
that not all the enterprises have the expertise
to implement their own risk assessment pro-
cedures.

The following table presents the list of activi-
ties to be carried out for the implementation
of a DDS, some examples of bypassed or un-
der-implemented activities and some exam-
ples of source of information and references
that may be applied for the implementation of
a DDS.

Step

Phase

Examples of weak
points of the
process

Examples of source of information to avoid the
weakness of the process

Gathering of infor-
mation

Product description

No description

of trade name;

no description of
type of product; no
description of the
common name of
tree species (and,
where applicable,
its full scientific
name).

* invoice

¢ delivery documentation

* product specification

» full scientific name (that should not be proble-
matic for wood suppliers, since forest managers
should be able to provide that info easy)

Country of harvest

No knowledge of
the sub-national
region where the
timber was harve-
sted.

Lack of documen-
tation showing
the concession of
harvest.

e concession of harvest or other document refer-
ring to the legal right of forest manager to har-
vest wood in specific area, quantities, species,
period etc.

* documentation showing the sub-national region
where the timber was harvested

Quantity

No information on
quantity reported
on the delivery
documentation or
on the invoices

* invoice
¢ delivery documentation

Name and address
of the supplier to the
operator

No information
on name of the
supplier to the
operator reported
on the delivery
documentation or
on the invoices

* invoice
* delivery documentation

Name and address of
the trader to whom
the timber and timber
products have been
supplied

No information on
name of the trader
to whom the timber
and timber pro-
ducts have been
supplied reported
on the delivery
documentation or
on the invoices

* invoice
* delivery documentation




Documents or other
information indicating
compliance of those
timber and timber
products with the ap-
plicable legislation

Incomplete docu-
mentation
Document written
in foreign language

General documentation

¢ documentation of ownership/rights to land use

e contract or concession agreements

¢ official audit reports

e environmental clearance certificates

* approved harvest plans

e coupe closure reports

* codes of conducts

e publicly available information demonstrating rigo-
rous legislative supervision and timber tracking
and control procedures

¢ official documents issued by competent authori-
ties in a country of harvest

* environmental impact assessments

* environmental management plans

¢ environmental audit reports

» forest inventory reports

e (CITES) export license

Health and labour issues relating to forest wor-

kers

* evidence of payment of salaries (payslips) in
compliance with national official scale

* employment contracts

* regulations on working hours etc.

* training records

Indigenous peoples’ and third parties’ property,

tenure and use rights

¢ environmental impact assessments

* environmental management plans

¢ environmental audit reports

* social responsibility agreements

* specific reports on tenure and rights claims and
conflicts

Payment of taxes and royalties
e contracts

* bank notes

* VAT documentation

¢ official receipts

Trade and customs, in so far as the forest sector is
concerned

e contracts

* bank notes, trade notes

* import licenses, export licenses

¢ official receipts for export duties

* export ban lists

e export quota awards

Assurance of com-
pliance with applicable
legislation

No procedure

of assessment

of assurance of
compliance with
applicable legisla-
tion took in place.

¢ Third part verification certification

e Supplies verified by governmental or non-gover-
nmental verification or licensing mechanisms
other than forest certification schemes focused
on activities covered by the term controversial
sources such as EU FLEGT (http://ec.europa.eu,
environment/forests/flegt.htm) or Tropical Forest
Trust (www.tropicalforesttrust.com)
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Risk assessment

Prevalence of illegal
harvesting of specific
tree species

No check on the
situation of illegal
harvesting of speci-
fic tree species

In defining this indicator, the organisation can use

its internal surveys or results of surveys of external

governmental or non-governmental organisations

active in monitoring forest governance and law

enforcement and corruption such as

¢ The World Bank FLEG Newsletter (http:
dbank.org/FMKUFABJ80)

* UK based Chatham House, (www.illegal-logging.
info);

* Environmental Investigation Agency (www.eia-in-
ternational.org, Global Witness (www.globalwit-
ness.org), etc.

0.worl-

Prevalence of illegal
harvesting or practices
in the country of har-
vest and/or sub-natio-
nal region where the
timber was harvested,
including considera-
tion of the prevalence
of armed conflict

No check on the
harvesting area

¢ The Armed Conflict Database of the International
Institute of Strategic Studies: http.//acd.iiss.
org/

Sanctions imposed

No check on the

¢ UN sanctions: http://www.un.org/sc/committe-

by the UN Security sanctions es/

Council or the Council * EU sanctions visit http://eeas.europa.eu/cfsp
of the European Union sanctions/index_en.htm.

on timber imports or (Currently no timber sanctions are in effect)
exports

Complexity of the sup- | No data of all

ply chain of timber and
timber products

suppliers for the
timber sold to

the supplier of TO
(example: exporter
from the Balkan is
selling chairs at EU
market and he is
suppling wood from
4 partners, but is
not clear if all 4
partners are selling
legal wood)

Risk mitigation

Material bought
even if classified
with risk of illegal
timber in the sup-
ply chain

Material classi-
fied with risk of
illegal timber in
the supply chain,
excluded from the
supply chain but
not reported to the
police authorities.
Audit in already-k-
now areas

* requiring additional information

» verification from the supplier

e documents and/or requiring third party verifica-
tion




In this part we will try to answer the following
questions: “What do we measure/assess?”
and “How do we measure it?” Despite that
we have the obvious answer that we intend to
suggest a tool for measuring corruption risk in
forest trade, there are additional clarifications
to be made regarding the object of our asses-
sment. First it is important to note that this do-
cument explores the corruption pressure that
can appear in the interaction between public
administration and private entities (operators,
traders etc.) and not the corruption that may
exist exclusively in the realm of private busi-
ness (different forms of abusing trust of clien-
ts and stakeholders). Second we should men-
tion that under “risk” we will understand the
possibility of a certain undesired event to hap-
pen and this undesired event will be different
“corrupt” practices of national administrations
managing the forest sector: bribery - extortion
- misappropriation - patronage - political
corruption etc. Third we should make it clear
that it will be an independent assessment,
conducted by the very operators and traders,
exploring new markets, who will predominantly
rely on open public sources . The very nature
of corruption, where secrecy is crucial for the
success of the criminal act makes it extremely
difficult to collect data to “measure corrup-
tion”. Researchers® have proposed quantita-
tive methodologies for measuring corruption
risk, using “big” public procurement data, but
private timber companies do not possess re-
sources to conduct such complex scientific as-
sessments. It means the current assessment
methodology needs both: simplicity and re-
source effectiveness.

In the introductory parts of the Toolkit we have
defined corruption as an of abuse of public
power for private gain, a kind of dishonest,

1 E. 8. Fazekas, M., 2013: Anatomy of Grand Corruption: A Compo-
site Corruption Risk Index Based on Objective Data. Working Paper
Series: CRC - WRP/2013:02. Corruption Research Center - Budapest

fraudulent conduct by officials, invested in
power, taking advantage of the public trust.
For the needs of the assessment it will be use-
ful to point at some direct manifestations, con-
crete forms that were observed as most per-
vasive for the timber sector during the TREES
research. This will add clarity to the answer of
“What is the object of assessment?”

Bribery: Cornell University Law School defines
it as offering, giving, soliciting, or receiving of
any item of value as a means of influencing
the actions of an individual holding a public
or legal duty?. For the forest industry it means
that officials with managerial and control fun-
ctions enter “quid pro quo” relations with the
other stakeholders in the system demanding
informal payments or gifts for performing dif-
ferent (often) illicit services:

e To provide licenses (with or without the nor-
mative grounds to do it);

e To choose the subcontractors for harvesting
and trading from public forests or for sup-
plying goods or services to the state fore-
stries;

o To make convenient appointments of the “ri-
ght persons” to the “right positions”;

Extortion: This is a form of bribe when intimi-
dation or soft pressure is used in order to re-
ceive illicit payments. For example an official
with regulatory power could threaten a com-
pany to withhold its license if it does not pay
some extra money. Redundant inspections or
increased administrative requirements might
be used to hamper the regular business tran-
sactions.

Patronage: During the interviews (especially
in the Balkans - Bulgaria, Macedonia, Kosovo)
it was often reported that appointments in lo-
cal forest administrations are based on family
or partisan connections or even sold. This in
turn becomes condition for bribery or political
kickbacks.

Conflict of interest: Even though it is illegal for
public officials to own private businesses, the-
re is an easy workaround for this. In countries

2 https://www.law.cornell.edu/wex/bribery
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like Bulgaria for example, it is not uncommon
for direct family members of public officials to
own businesses that are in the same field as
the public office of the official in question. This
in turn allows for the business to gain easy
access to public procurements for example.
In the forestry sector an official might intentio-
nally hold up administrative procedures for po-
tential competition of a company that he/she
has an interestin.

Political corruption: The exchange of mutual

services and common illegal interests are
often part of a more complex system, usually
described with the broad term “political cor-
ruption”. Biased appointments in the executive
administration (patronage) are only a part ofa
multi-layered interaction, where party leaders,
forest officers and business elites collaborate
to drain public resources for private profit. The
silent pact between these groups guarantees
support and funding for parties, lucrative con-
tracts, favourable policies and protection for
businessmen, career success and side inco-
me for civil servants.

Non-performance: In the Balkan countries it
is a common case when the institutions re-
sponsible for the implementation/monitoring
on implementation of the legal regulations in-
fringe their duties. Such practices relate but
are not limited to: 1) avoiding to check specific
person/entity on the current regulation fulfil-
Iment, 2) excluding favored companies from
any random inspections or even 3) giving in-
formation to these persons/entities on speci-
fic actions that will be taken by officials.

When trying to identify and assess corruption
risk it is important to know that the phenome-
non in question has many names and faces.
This list is not exhaustive and the one tasked
with the assessment should take into account
that “corruption” is an inclusive, rather than
an exclusive concept: the abuse of public trust
is inventive in taking new forms in order to cir-
cumvent rules and existing checks.

As mentioned before, private entities entering

new timber market face certain limitations to
make deep probes about the extent of corrup-
tion they could face. We therefore suggest a
couple of simple steps to allow them make
easy and quick snapshots of the potential risks
and plan their mitigation strategy accordingly.
They include: a) searching for information, b)
knowing (adapting) a basic qualitative risk ra-
ting, c) asking the revealing questions and d)
making a summary of conclusions.

round r rch an ic indi r

A background search involves checking if the-
re are any published documents, reports and/
or data about corruption and/or corrupt practi-
ces in a given country.

Organizations such as the World Bank, Tran-
sparency International, Freedom House, the
Heritage Foundation and others publish va-
rious reports and gather a lot of data on cor-
ruption practices in different countries. Some
of them have developed their own indexes on
corruption, transparency and various social,
economic and political factors that indicate a
corruptive environment and its extent.

These are extremely informative tools and they
serve as a great starting point to get a general
feel of the situation in the country. Also, sin-
ce most of these are published annually, one
could check whether things are improving or
worsening and establish a sense of the ten-
dency of where the country is headed in terms
of corruption.

An internet-based research through key phra-
ses will give additional and first-hand impres-
sion of the situation in the newly approached
country. This is the preliminary work in de-
termining the risk of corrupt practices in the
sector in the country. Then a set of indicators
must be defined.

Depending on the concrete business tran-
saction, the specifics of and types of corrup-
tion practices are important and to what ex-
tent those in particular would affect this type
of business transaction. For example, if there
is indication of high corruption among border
police and/or there is evidence that suggest
that the borders of this particular country are
part of important routes for illegal goods, and if



one is planning on importing/exporting wood,
it is worth investigating further whether there
is a high chance that the process would come
across a corruptive practice.

.3.2. Asking th ion
The Following are a set of questions to con-
sider when trying to decide whether or not
corruption could occur while executing a busi-
ness transaction. It is best for these questions
to be addressed at people who know/are
from the country and have specific knowled-
ge about these issues. However, private ope-

rators rarely have the resources to conduct
and execute a study or hire professionals to
do it, since survey studies are typically expen-
sive. Be that as it may, if one is considering
running business in a given country for the
long term, the price becomes relatively low,
as such a comprehensive study is invaluable
in knowing the risks, practices and tenden-
cies that potentially affect said business.

If having a real study is for any reason not
feasible, still one should consider the fol-
lowing questions before initiating business
transactions.
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These questions aim to give a feel for the overall political environment in the country and
whether or not it is predictable, transparent and having a steady and reliable legal system.

L] What is the political systemin the country like? Is there a functioning multi-party system?
Is there an internationally recognized free and fair electoral process?

[ Is this system known to ignore occurrence or even facilitate corruption?

L1 Does the system guarantee transparency in the public sector?

L] Does the political system in this country function well in terms of the rule of law?

L] Are there existing institutions with sufficient capacity to secure the rule of law?

] What is the degree of political and economic freedom in this country according to sources
such as the Heritage Foundation Index or similar?

] How is this country doing economically? What is the annual GDP per person? What is econo-
mic growth? What is the credit rating of the country?

[ Is this country bound by international or bilateral treaties concerning the timber and environ-
mental sectors?

] What are the neighbouring countries and is there evidence for active smuggling routes?

L] Is there data/evidence on the transparency and impartiality of law enforcement and law
practice? What do they suggest?

L1 Is there enough evidence for the existence of monopolies in the country?

L1 Is this government effective in ensuring the rights and freedoms of its citizens?

L1 Is this country effective in ensuring the integrity of the market?

* k% *

These should help in determining how the administration of a given country works and get an
impression of its efficiency.

L] How is this country’s administrative system generally perceived?

L] How efficient is this administrative system in terms of procedure?

L] Is there evidence or ‘public secrets’ about public officials and/or clerks in this country’s ad-
ministration being generally reluctant to be efficient and helpful to the public?

[ Do the regulations and procedures this country seem overly complicated?




] Are this country’s administrative procedures and regulations available online?

[J What portion of this country’s administrative procedures can be done online?

] Are officials known to receive bribes and/or gifts in order to issue documents, permits etc.?

] Are documents, regulations etc. available in other languages besides the official language
of the country?

[J How does the country rank in international corruption indexes (e.g. Transparency Internatio-
nal’s Corruption Perception Index)?

* *x %

This set of template questions aims to facilitate the assessing party in identifying corruption
risks in the public procurement system of the country.

] Is there a Law on Public Procurement, containing clear and transparent procedures for con-
ducting tenders?

] Are there reports available on non-compliances with legal procedures on public procuremen-
ts?

[J How is companies’ access to tenders granted? Is there electronic bidding? Do they have to
resort to the services of local intermediaries and consultants?

L1 Is there a publicly accessible database with information about calls for tenders, on-going
procedures and records of selected contractors? Do the rules envisage option for submitting
claims and signals or contesting the outcomes?

] Is there an independent public procurement agency? Is there any information about the ap-
pointments of the staff and the subordination in the hierarchy? Are there rules for avoiding
conflicts of interest?

L1 Are there any bid-rigging scandals, covered by media in the recent 24 months? Are there
political interests exposed?

[J Who is revealing the bid-rigging schemes: the law enforcement and state controllers, investi-
gative journalists, whistleblowers and civil society activists?

[J What are the administrative and legal consequences if infringements are established? Is
there a public blacklist with companies fined? Are there major court cases concluded?
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. Rating the risk
Questions and answers on various aspects of
business and administration will enable the
assessor to identify the most common mani-
festations of corrupt pressure in a given coun-
try/market. Once risks have been revealed fur-
ther analysis is possible. It relates to weighing
the consequences of any unfavorable deve-
lopment. We have to stress again that given
the limited resources of a private company it
should be a qualitative risk rating or secon-
dary analysis of existing quantitative data. This
rating is subjective, based on estimates of the
impact and likelihood of the revealed risks. A
rating scale will allow to reduce the subjectivi-

Likelihood
5
Cata-
strophic

4
Maijor

Likely

K]
Moderate

p.
Unlikely

Legenda
VERY LOW risk

LOW risk

MEDIUM risk

HIGH risk

ty, but will not eliminate it entirely. Its degrees
are situated between “rare probability” and
“certainty” on one hand and “very low” and
“catastrophic impact” on the other. Risk is the
probability of a corrupt influence, multiplied to
its impact. High risk scores, falling in the red
zone, require designing mitigation strategies
and actions. Below is a template of such a
scale, which could be directly used or further
modified:

For example: During our “data mining” phase
we have discovered that public procurement
rules in a given country are often neglected,
there are numerous scandals of bid-rigging
and partisan interests prevail in major state

Impact
1
Insignifi-
(:])

K] 2
Moderate Minor

contracts. We will rate the chance (likelihood)
to run into corruption situation with 5 (certain)
or 4 (likely) if we compete for public tenders.
On the other hand our company might target
primarily private, not public customers/bids.
Therefore the impact of the corrupt practices
on the business of our company could be ra-
ted as “medium” or “low”. Consequently the




risk will fall into the “medium” or “low* area. It
is highly probable that risks, related to license
regimes, managed by corrupt officials, will be
high, combining both - a high chance to stum-
ble upon a “rotten apple” with significant loss
in terms of time, money and reputation for our
business.
3.4. R ing th nswer mmarizin

the conclusions)

The answers should help in conducting a pi-
cture of the general political and corruptive
environment in the country, and the reliability
of the administrative procedures. The more a
system is predictable, the lower the risk of cor-
ruption and/or unforeseen obstacles, espe-
cially of the corruptive sort. When reading the
results, one could see where (in which phase)
a problem could occur and conduct a strategy
for lowering the risk and/or ways to minimize
its impact. It is especially important to try and
identify which are (if any) the weaknesses of a
given system and which phase of the process
would that affect. This is a way to distribute the
‘weight’ of the risks throughout the process.
When this becomes clear enough, it is up to

the operator to assess whether the risk is wor-
th taking in terms of their aims and goals.

Corruption and risk are the core subjects of
this part and it is expected to describe and
rate them according to some formal criteria.
Similar assessments are already conducted
by many organizations in various economic
and administrative branches and some of the-
se ratings enjoy huge “marketing” success.
While resorting to this sort of descriptions a
company entering a newly discovered timber
market should take into account that in some
cases formal paperwork is not always enough
to ensure that your business is honest. Corrup-
tion itself is often hidden behind proper docu-
mentation and decent faces.

On the other hand corrupt transactions always
involve two sides - the private contractor and
the public official.

Therefore certain responsibility lays on the
private companies - to develop and apply ef-
ficient mitigation measures, whenever corrup-
tion risks have been identified.

69



70

BIBLIOGRAPHY

Bouriaud L (2005) Causes of illegal logging in Central and Eastern Europe. Small-scale Forest
Economics, Management and Policy, 4: 269-292

Callister D (1999) Corrupt and lllegal Activities in the Forest Sector: Current Understandings
and Implications for the World Bank. Background Paper for the 2002 Forest Strategy, Forest
policy implementation review and strategy development: analytical studies. World Bank, Wa-
shington DC, USA

Centro Studi Federlegno Arredo (2014) Le importazioni dell’lUnione Europea di legno e prodotti
derivati. Conlegno. WWF

ClientEarth (2011) Classifying the actors in the timber regulation - the first step to accurate im-
plementation. ClientEarth, London, UK. http://www.clientearth.org/reports/clientearth-brie-
fing-eu-timber-regulationactors-may.pdf

ClientEarth (2016b). Commission releases review of EU illegal logging law. http://www.clien-
tearth.org/climate-forests/climate-forests-news-publications/commission-releases-re-
view-of-eu-illegal-logging-law-3159

ClientEarth (2015a). EUTR enforcement in France. September, 2015.
ClientEarth (2015b). EUTR enforcement in Romania. September, 2015.
ClientEarth (2015c). EUTR enforcement in the Netherlands. September, 2015.
ClientEarth (2015d). EUTR enforcement in the UK. September, 2015.

E.G. Fazekas, M. (2013): “Anatomy of Grand Corruption: A Composite Corruption Risk Index
Based on Objective Data”. Working Paper Series: CRC - WP/2013:02. Corruption Research
Center - Budapest

EC (2013a) Timber regulation. Commission of the European Communities, Brussels, Belgium.
http://ec.europa.eu/environment/forests/timber_regulation.htm

EC (2013b) Issues relating to the EU Timber Regulation legal framework for which guidan-
ce should be developed. Commission of the European Communities, Brussels, Belgium, pp.
1-27. http://ec.europa.eu/environment/forests/pdf/guidance_document.pdf

Economakis, G., Rizopoulos, Y. & Sergakis, D., 2010. “Patterns of Corruption. Journal of Econo-
mics and Business” Vol. Xl - 2010, No 2 (11-31)

EFI (2015) Assessment of the EU Timber Regulation and flight plan

European Commission (2016) Evaluation of Regulation (EU) No 995/2010 of the European
Parliament and of the Council of 20th October 2010 laying down the obligations of operators
who place timber and timber products on the market (the EU Timber Regulation). Commission
Staff Working Document

European Monitoring Centre for Drugs and Drug Addiction (2015)

Fazekas, M. & Toth, I. (2014) From corruption to state capture: A new analytical framework with
empirical applications from Hungary. Working Paper Series: CRC - WP/2014:01, Corruption
Research Center Budapest

FERN [The Forests and the European Union Resource Network] (2002). lllegal logging, and the



global trade in illegally sourced timber: a crime against forests and people. hitp://www.fern.
org/pubs/ngostats/logging.pdf

FOREST GOVERNANCE INTEGRITY PROGRAMME (2010). Analysis corruption in the forestry sec-
tor: a manual. Transparency International. Berlin, Germany.

Forest Stewardship Council (FSC) (2015). Two years of the EU Timber Regulation- FSC’s evalua-
tion and proposals for improvement.

Forest Trends (2013). European trade flows and risk. Washington, DC & Forest Industries Intel-
ligence Limited, UK

Giurca A, Jonsson R (2015) The opinions of some stakeholders on the European Union Timber
Regulation (EUTR): an analysis of secondary sources. iForest (early view): e1-e6. http://www.
sisef.it/iforest/contents/?id=ifor1271-008

Hein J, Hoare A (2014) EUTR Competent Authority Survey. Energy, Environment and Resource
Governance. Chatham House, United Kingdom

Hellmann, J. & Kaufmann, D. (2001) “Confronting the Challenge of State Capture in Transition
Economies”

Hoare A (2015) Tackling illegal logging and related trade. What progress and where next?. Cha-
tham House (The Royal Institute of International Affairs). London, UK

American forest & paper association (2004) “lllegal Logging and Global Wood Markets: The
Competitive Impacts on the U.S. Wood products industry”, Seneca creek associates, llc and
wood resources international, llc.

International Trade Centre (ITC)/International Tropical Timber Organization (ITTO) (2002) Tropi-
cal Timber Products: Development of Further Processing in ITTO Producer Countries. Geneva:
ITC/ITTO, 2002

Interpol, The World Bank (2010). Chainsaw project. An INTERPOL perspective on law enforce-
ment in illegal logging

Lacoste R, Tourret P, 2007. Les armements européens: état et évolution. Note de synthése,
ISEMAR. Mars. 4 pp.

Jonsson R, Giurca A, Masiero M, Pettenella D, Prestemon J, Winkel G (2015) Assessment of
the EU Timber Regulation and FLEGT Action Plan. From Science to Policy 1. European Forest
Institute. ISBN 978-952-5980-19-6

Markus-Johansson M, Mesquita B, Nemeth A, Dimovki M, Monnier C, Kiss-Parciu P (2010) llle-
gal logging in South Eastern Europe. Regional Report. REC Working Paper. Regional Environ-
mental Center. Szentendre, Hungary

Newhouse, M.E. (2014): Institutional Corruption. A Fiduciary Theory. Cornell Journal of Law and
Public Policy. Vol. 23: 553-594

Nita M A (2015) The impact of national and EU legislative framework on the illegal exploitation
of forests in Romania. A managerial cause - effect approach. Emerging Markets Queries in
Finance and Business. Procedia Economics and Finance, 32: 784-789

Overdevest C, Zeitlin J (2014) Constructing a transnational timber legality assurance regi-
me: architecture, accomplishments, challenges. Forst Policy and Economics, 48: 6-15. Doi:
10.1016/j.forpol.2013.10.004

71



72

PEFC (2013) PEFC International Standard PEFC 2002:2013. Requirements for PEFC scheme
users. Chain of Custody of Forest Based Products - Requirements. PEFC, Geneva, Switzer-
land

Pieth, M (2003) Financing Terrorism. Kluwer Academic Publishers, Dordrecht, p. 15

Reboredo F (2013) Socio-economic, environmental, and governance impacts of illegal logging.
Environ Syst Decis (2013) 33:295-304

Rynes, S., gerhart, B. & Minette, K. (2004) “The Importance of Pay in Employee Motivation:
Discrepancies between what people say and what they do. Human Resource Management”,
Winter 2004, Vol. 43, No. 4, pp. 381-394.

Saunders J, Reeve R (2014) The EU Timber Regulation and CITES. Energy, Environment and
Resource Governance. Chatham House, United Kingdom

Savcor Indufor Oy (2009) Ensuring sustainability in forestry through improved management
and control of illegal logging in transitional countries - Study for Serbia. Study, Helsinki.

The World Bank (2005) Action Plan to combat illegal activities in forest and wood processing
sectors in Bosnia and Herzegovina

The World Bank (2005). Action Plan to combat illegal activities in forest and wood processing
sectors in Bosnia and Herzegovina.

The World Bank (2006) World Bank. 2006. Strengthening Forest Law Enforcement and Gover-
nance: Strengthening a Systemic Constraint to Sustainable Development. Report No. 36638-
GLB. Washington, DC: The World Bank

Transparency International (2015) Corruption perceptions index. http://www.transparency.
org/cpi2014/results

Transparency International (2015) lllegal logging and related trade. Indicators of the global re-
sponse. Chatham House. The Royal Institute of International Affairs.

Transparency International (2015) Corruption perceptions index 2015: Corruption still rife but
2015 saw pockets of hope

Trishkin M, Lopatin E, Karjalainen T (2015) Exploratory assessment of a Company’s Due Dili-
gence System against the EU Timber Regulation: a case study from Northwestern Russia.
Forests, 6: 1380 - 1396

UNECE, FAO (2011) UN: The European Forest Sector Outlook Study Il 2010-2030. Technical
report

UNEP (2012) Organized crime trade worth over US$30 billion responsible for up to 90 % of
tropical deforestation. UNEP Press Release, 27 September 2012.

UNEP/INTERPOL (2012) Green carbon, black trade: lllegal logging, tax fraud and laundering in
the worlds tropical forests. In: Nellemann C (ed). A rapid response assessment. United Na-
tions Environment Programme & INTERPOL Environmental Crime Programme, GRID-Arendal,
67 pp

Whitehead, L. (2007) High Level Political Corruption in Latin America: A “Transitional” Pheno-
menon? In “Political Corruption. Concepts and Contexts”. Transaction Publishers New Brun-
swick (U.S.A.) and London (UK)



World Bank (2000) “Anticorruption in Transition. A Contribution to the Policy Debate”, World
Bank, Washigton DC

WWF (2008a) “lllegal logging & the EU. An analysis of the EU export and import market of illegal
wood and related products”, WWF European Policy Office. Bruxelles, Belgium

WWEF (2008b) “lllegal wood for the European market - An analysis of the EU import and export
of illegal wood and related products”, p.10

SITOGRAPHY

www.trees-project.eu

ClientEarth (2016). Progress towards an EU-wide implementation of the EUTR. November

2015. http://www.clientearth.org/climate-forests/climate-forests-publications/20-novem-
ber-2015-progress-towards-an-eu-wide-implementation-of-eutr-3103

ClientEarth (2016). Commission releases review of EU illegal logging law. http://www.clien-
tearth.org/climate-forests/climate-forests-news-publications/commission-releases-re-
view-of-eu-illegal-logging-law-3159

Eurostat (2015) Forestry statistics in detail. Accessible at htip://ec.europa.eu/eurostat/stati-
stics-explained/index.php/Forestry_statistics_in_detail#Wood-based_industries

Eurostat (2015) Forestry statistics in detail. Accessible at http://ec.europa.eu/eurostat/stati-
stics-explained/index.php/Forestry_statistics_in_detail#Wood-based_industries

Eurostat (2016) Forestry statistics htip://ec.europa.eu/eurostat/statistics-explained/index.
php/Forestry statistics#Forest_based_industries

Forests Monitor, no date. Politics, Law and the Logging Industry

Greenpeace (2007) “The role of government and companies in deforestation”. htip://www.
greenpeace.org.uk/forests/government-and-market-failure

http://ec.europa.eu/environment/forests/pdf/EUTR%20implementation %20scoreboard. pdf

http://ec.europa.eu/environment/forests/pdf/list_competent_authorities_eutr.pdf

http://ec.europa.eu/envurinment/forests/timber_regulation.htm#diligence
http://www.forestsmonitor.org/en/reporta/550066/55007 3

http://www.law.cornell.edu/wex/bribery

http://www.unep.org/newscentre/default.aspx?DocumentlD=2791&ArticlelD=10906&I=en

https://www.fbi.gov/about-us/investigate/organizedcrime/glossary

The Guardian, 2014. $213bn illegal wildlife and charcoal trade ‘funding global terror groups’.
<http://www.theguardian.com/environment/2014/jun/24/illegal-wildlife-charcoal-tra-
de-funding-global-terror-groups>

www.clientearth.org

Byrne, E. (2009) http:





































