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Introduction

Thank you, Madame Chairperson and Honorable Members of the Subcommittee, for thendgpgo
testify before the Subcommittee regarding H.R. 1497, the Legal TimbeckoatAct, legislation to
amend the Lacey Act Amendments of 1981 to address global illegal logging anitsktrade in
illegal timber and wood products. We speak today of a problem that, as the campdghis panel
demonstrates, unites a diversity of stakeholders in common concern. | am¢hévex®irector for the
Environmental Investigation Agency. EIA is honored to present this testinsqugriaof a broad
coalition of environmental, labor, and industry organizations who all agaeéleégal logging and
associated trade is bad business — for the environment, for poor peopleid@rand for American
companies — and that the time has come for the United States governmiatictitan to curb our role
in driving this problem.

The Environmental Investigation Agency (EIA) is a non-profit 501(c)(3) orgdion which has worked
for 23 years to investigate and expose environmental crimes, and advocagafive and effective
solutions. EIA’s analyses of the trade in illegal timber, wiilldnd ozone-depleting substances have
been globally recognized.

Since 1999, EIA has used undercover methodologies in partnership with local drgasiadocument
the environmental and social impacts of illegal logging, and its contegtrmiption and criminal
activity, in countries including Indonesia, Malaysia, China and Honduras xperience has shown us
unequivocally that the illegal logging which causes the most seriou®emeéntal and social harm is
inextricably linked into international trade, and that any solutiontigitefore require action from both
producer and consumer nations.

In this testimony we discuss:

(1) The high environmental and human costs of illegal logging and assocsteadvisridwide, and the
role played by U.S. market demand in supporting these illegal and crimivilest

(2) The lack of adequate tools to address this problem from a demanpessgdective;

(3) The reasons why EIA and our broad coalition believe that amending the Ladeypfahibit the

import and sale of illegally-sourced wood and wood products, and to require theatieclof certain
basic information, is an effective and elegant way to address the problem

For a more complete discussion of these points, please see our full repagiuéstions Asked: The
Global Impacts of U.S. Market Demand for lllegal Timber — and the PakéotiChange,” available at
www.eia-global.org.



No Questions Asked

lllegal logging and associated trade are criminal activitiesat@ir in the context of weak and corrupt
governance in timber-rich countries and shipping and manufacturing hubs atlieges are financed
and fueled by ever-growing demand from international markets that don’t disaenhegal from illegal
wood products. The profits that lie in exporting valuable hardwoods or softusstdggering: according
to current field data, merbau stolen from Indonesia’s Papua provincetisW&$250 per cubic meter in
the port, $600 or more upon arrival to China — and over US$2200 by the time it winds ugd a®edin
flooring in an American store.

The monetary benefits of timber trafficking are high, and the risks ofegay or financial penalty are
low. Buyers of wood don't ask questions because they don’t have to. No one — neithreecsisior
governments — is asking them to do so. Under current U.S. law, with very feptiersewood imports
are legal by default — no questions asked. There is no underlying legalioak, within either domestic
law or trade agreements, that prohibits the import or sale clijegpurced wood products from any
other nation. As a result, the millions of dollars invested by the U.S. gogatpnon-governmental
organizations and private companies in anti-illegal logging prognasigaply side nations are being
undermined by our own market and legal system.

The one exception to this lack of legal tools, the Convention on Internatiau® ih Endangered
Species (CITES), is exceedingly limited for addressing the largblgmn of illegal logging: EIA’s
analysis of trade data and CITES permits shows that the chief tipdies now regulated under CITES
—ramin and mahogany lumber (any mahogany products are exempt) — account anl€s85% of
wood imports to the United States.

This problem is so pervasive that we find it even here in these bistorns. EIA has learned that the
U.S. Capitol building itself came close to hanging Honduran mahogany doors ashitgr rilegal
origin. Had sufficient 2007 appropriations come through for this project, wilweueft to wonder
whether the doors opening onto the U.S. House of Representatives were madedmnygred trees
stolen from the internationally protected Rio Platano Biosphere ReseHonduras.

The Environmental and Human Costs

“lllegal logging” refers to the extraction and removal of timber in contrtiwe of applicable laws. Such
activities include a spectrum of illegalities ranging from ogttivithin national parks to transporting
without permits, from cutting on steep slopes and riverbanks to over-hagvesharvesting protected
species. The extent of these activities in forests around the werkkhaus consequences in terms of
environmental degradation, social conflict and the rule of law.

Environmental degradation

lllegal logging activities catalyze a chain reaction with magarsequences for climate change and
biodiversity loss. Some of the greatest damage results preciselyhie@wgort-oriented extraction of
valuable timber species from “frontier forests” — the most pristirteextensive forests left on earth.

Consumer demand for high-end hardwood products such as flooring, doors, windows or deskbelri
economics of frontier logging. The prime specimens of large, slow-growiggesEich as mahogany
(Swietenia macrophyl)amerbau Ifitsia spp), ramin Gonostylus spp. Russian oakQuercusspp) or
okume Aucoumia klaineanla among others, remain only in remote and intact forests in Asia, Latin
America, and Africa. Such forests are national parks set aside to prdigat foa low-density large
mammals like jaguars, orangutans or forest elephants, or the wesldiefnaining vast tracts of



wilderness in the Amazon, the boreal forests of Russia, the islandsvdgiieea and Borneo, and the
Congo basin. The value of these timber species on international nandeaties sufficient incentive for
logging syndicates to finance trespass in parks and indigenous tesyifalsgy harvest and shipping
permits, and construct miles of trails or crude roads into the wildetoegcess high density stands or
even individual trees. The extent and modus of such activities has by now bedocwaented by EIA
and other watchdog organizations, as well as academic researchers ang{gurna

This uncontrolled activity triggers a cascade of subsequent envrdahtegradation. Logging trails
destroy hundreds of other trees to reach a few commercially valuablelirad$v The creation of
infrastructure and temporary logging camps brings an influx of people andw@camstivity into remote
regions. In the short term, this leads to over-hunting of bushmeat or commediié ywivaching in
surrounding forests; in the long term, settlements can become permaiiertabitat for wildlife shrinks
behind the agricultural frontier. This chain of events is even moraglagwhen it occurs in areas
occupied by forest-dependent indigenous peoples.

On the other hand, consumer demand for semi-disposable inexpensive wood productgesc
manufacturers to cut costs and boost production — driving the large-sagdd dizer-harvesting of natural
coniferous and hardwood forests from eastern Russia, Indonesia, Honduras, Bralziéahdre. This
type of deforestation contributes directly to topsoil exposure and subsegognh. Intensive illegal
logging has been acknowledged as a contributing factor in floods thabh@asands of lives in

Indonesia, the Philippines, China and elsewhere in the past decade. It dlsdagmcity to disturb
hydrological and ecological dynamics enough to cause water shortagestardshigreptibility to forest
fires. The uncontrolled cutting of Honduras’s rich pine forests, for examasecaused what communities
document to be the loss of approximately half the water sources in popukstasn@lancho district.

As the committee is well aware, deforestation and forestdneea major cause of global greenhouse gas
emissions. The UK’s recent Stern Review on the Economics of Climatg€lfeund that deforestation
accounts for 18.3% of global carbon emissions annually — more than therensgeott or industrial
manufacturing sectofdllegal logging is an integral part of this picture, contributing to desfi@mtion both
through the direct removal of forest cover and through the chain of land use tiggeyed by logging
described here. Uncontrolled logging is, in a sense, the ‘gatewaipyattiat leads to a cycle of harm for
the forests and the global climate.

The human consequences are no less devastating. Revenue from illegal Ilndgrpat trade supports
and perpetuates corruption and criminal activities, and is reaped tmasphere of fear, intimidation
and human rights abuses. lllegal logging in some countries has been used to finenteaodlicts —
much like the “blood diamonds” that funded wars in West Africa — while in othisrnked with

wildlife and drug smuggling operations. The following examples from arounddhd tint at the scope
of forest crimes both social and environmental in nature.

Examples: Global illegal logging hotspots, and the links to U.S. demand

Indonesia

In perhaps no other country has illegal logging been destructive on such a reeasveor the focus of
so much concern. In June 2006, the U.S. government was spending more than $7 millionivesitdia
combat illegal logging in Indonesia, with the private sector chipping irhan8t.3 million via 30

different projects throughout the countrfind yet a 2007 U.N. Environment Programme (UNEP) report
forecasts that 98% of Indonesia’s forests could be lost within 15 yatrdowland forests disappearing
even soonet.



lllegal logging in Indonesia is organized, highly profitable crime that coes to operate with almost
total impunity for the higher echelons. Despite millions of dollarsstecein combating illegal logging
by the national and foreign governments, despite a series of crackdowsts, @whkcy initiatives and
extensive public attention to an issue that has cost the country over USEKR20 dillecent survey by EIA
and our Indonesian partner organization Telapak confirmed that almost neveégfidanciers, senior
military or government officials have even been prosecuted, much lesstednwiclogging-related
crime!/ The country’s forestry minister himself recently proposed Supreme @uigw of several judges
involved in handing down not-guilty verdicts, openly questioning a judicialreytétat continues to free
criminals in the face of strong police evidefice.

These crimes are not only towards the forest but also towardsdteddes. Among the world’s most
infamous timber barons are Abdul Rasyid and his nephews Sugianto, Agustiardandhdse Tanjung
Lingga suite of companies has reaped hundreds of millions of dollars frgal ilbgging or ramin and
other species at Tanjung Puting National Park. In 2000, Rasyid's emplegasdted two EIA and
Telepak investigators with head blows, threatened them with deathadridgm thrown in jail for three
days. In November 2001 Rasyid ordered an attack on investigative journallsugdm Nachran after his
information led to government seizure of three illegal timber shimnéii Kusno was hijacked on the
road by a gang of hired thugs who hacked him with machetes in the back, arms, andchledidhian for
dead’ All cases against Rasyid, who until recently was a member of the O¢€aliraantan Parliament,
have been dropped due to “lack of evidence.”

As part of the effort to staunch the illegal flow of its resources, Indoneacesl a log export ban in
September 2001. Following this, many syndicates changed their methods bytbetstglen wood into
sawn timber and concealing it in shipping contaif®hs.response, Indonesia enacted a sawn timber
export ban in October 2004, with further strengthening and elaboration of lewicegtions in 2006.

Yet despite a law that makes most sawn timber exported from Indonesia lgxipegsd, U.S. trade data
show that 1,570 shipments declared on customs forms as Indonesian sawn timbespmer$30
million, entered U.S. ports between Nov. 2004 and Nov. 2006: more than 2 shipments PeEtasen
U.S. ports comprised 89% of these shipments, with only three ports — Los Angele8damhgand
Tacoma, WA - responsible for 51%. This concentrated flow demonstrates heasiatrenforcement in
the U.S. could be both relatively feasible and effective to address auskniilegal trade stream.

EIA is hopeful that the Memorandum of Understanding signed by the two countries imihenv2006

will facilitate such enforcement. As it stands, Indonesia is a shiniample of the inconsistency of U.S.
policy on illegal logging. The country’s environment minister, Rachmabét, has publicly pleaded
with consumer nations to stop buying Indonesia’s illegal tinfber.

Honduras

The United States is Honduras'’s largest market for wood products, ingpovier $47 million in each of
the last two years in pine lumber and secondary products including mop handles andtakest as
well as valuable hardwood products like mahogany doors and wirdows.

A host of illegal logging and timber trafficking techniques have been daodeohby EIA, from
fraudulent permits, phony community “cooperatives”, and bribe-fueled trartspmurtting openly in
national parks. The illegal timber trade is used to smuggle narcoticaardel drug money. Export tax
evasion is also rife; EIA investigations in 2005 found that declaratiagg@epresent only around 50%
less of actual timber exportéd.

lllegal logging in Honduras is closely linked with social conflict and hungins abuses. For more than
a decade, the grassroots Environmental Movement of Olancho (MAQ) has lfmygjht on their



community lands by companies owned by Lamas, Noriega, and other barons. MAO'le stasggarned
the group’s members death threats, intimidation and harassment througgiictze $ystem. Between
1996 and 2007, eight members are alleged to have been killed for their gativiBmcember 20th,
2006, Heraldo Zuniga and Roger Ivan Murillo Cartagena became the latessyvmtinup against a town
hall wall and shot® At least six members of the organization have fled the country in thegaast y
fearing for their lives. International outcry over the killings lechs arrest of four local policemen.
However, there has still been no trial, nor investigation into podsidpigng interests behind the crime
such as the Sansone company, whose employees MAO has repeatedly denouncéuotfoedesst
Sansone is Honduras's second-largest exporter, sending broom and mop harellessdamber to U.S.
retailers as well as Caribbean markets.

Peru

Peru is the world’s principal exporter of mahogany, particularly d8naeeil implemented an export ban
in 2001. In 20086, this valuable wood comprised roughly 20% of the country’s total timber exports by
value (a far smaller quantity by volunig).

The extent and impact of illegal mahogany logging in the Peruvian Amagoavis. In the southeastern
department of Madre de Dios, home to the world’s highest remaining conicentrfaold growth
mahogany, loggers are penetrating the protected territories oékevlemtarily isolated, ‘uncontacted’
tribes, resulting in a rise in violent encounters with casualties on idett SAdvocates fear that contact
with loggers will end in deadly conflict or transmission of an intetidisease such as influenza or
pneumonia, which could Kill the entire tribe. The risk is so high that in M&@h the Inter-American
Court of Human Rights ordered the Peruvian government to implement praeaytiteasures to protect
the uncontacted groups of Madre de Dios.

Local timber barons, increasingly linked with drug traffickers, takeéabadvantage of the poverty and
isolation of Amazonian communities from lquitos to Puerto Maldori&dastudy conducted by the
International Labor Organization in 2004 estimated there to be some 30,000 péuplat the time
under forced labor conditions linked to logging in the departments of Madre darRidscayalf® This
includes men living in a cycle of debt slavery and women working as prestitutogging camps$!

The Forest Governance Annex to the pending U.S.-Peru trade bilateral cimpairtant measures
aimed at strengthening Peru’s monitoring and enforcement of timber concessiaever, without a
broader commitment to excluding illegal timber from all its trading pestriee U.S. runs the risk that
illegal Peruvian mahogany will be sent to Mexico or China to become our alwbfsirniture just the
same.

China

China has become the world’s factory for wood products, as with so much etemriigig demand for
raw wood material to transform into furniture and plywood for Western risaiskdriving illegal logging
around the world. China is the world’s largest exporter of wood products, iegpaver $17 billion in
timber products in 2005. This represents almost 500% growth in less tharde&deemd the U.S. is the
biggest customer by far. In the last 10 years, the United States has&uacits imports of Chinese wood
products 1290% by valifé. We imported 40% of China’s wooden furniture in 2005 (a trade stream
worth $US8.8 billioA%), and 21% of China’s plywood exports last y&ar.

All this production is fueled by imports. One expert estimates that Chinatswgpar $US one billion
annuallyin illegally-harvested logalone, largely from Russia, trailed by Papua New Guinea, Congo
Brazzaville and Gabof® EIA and other organizations’ investigations show systemic distdgathe
legality of raw materials in the Chinese wood imports sector. In 2005, B&pdleundercover
investigators posing as buyers spoke with various Chinese traders whbetkteir smuggling and



document falsification techniques to evade the Indonesian loff ba8004, huge discrepancies between
Chinese and Malaysian trade data showed that 58% of the log imports supposeidg from Malaysia
were actually smuggled overseas from Indonesia —2.7 millfoof imber, a total of almost 30% of
Indonesia’s entire legal harvest for the same $fear.

As the demand from its wood products industry grows exponentially, Chinese teslers-questions
ethos is cause for alarm. Beyond Indonesia and Papua New Guinea, some optite huist affected by
exports to China include:

Burma [Myanmar] The world’s final remaining stands of old-growth te@kdtona grandisare
being stripped from Burma’s forests to finance a long-standing waeéetthe repressive military
regime and the ethnic Kachin rebel army along the country’s northeast lotid Ching® The
cross-border trade in teak and other valuable tropical hardwoods reaanedtaas $350 million in
2005, according to Global Witness. It primary ends up in high-end furniture.

CambodiaAs laid out in devastating detail by Global Witness in their wriggstirnony submitted
for this hearing, timber barons directly linked to high government offiaradsmilitary officers are
felling in protected State Forests, cutting protected tree species jpnlecal people depend for
income, clearing vast areas of primary forest under dubious permitsderdcale plantations,
establishing illegal factories, and robbing the Cambodian treasury @mibf dollars in revenues
through blatant fraud, tax evasion, and smuggfinjlembers of this network are also implicated in
cases of at least three murders and two attempted killings of peogdieg to combat forest crime.

China is the primary recipient of illegal Cambodian timber. Despitei@ffCambodian
statistics that record no plywood or sawn timber exports in recent yeastsr@uent statistics
available are from 2003-2004), international trade data show China importiraxiapgtely US$50
million in plywood and sawn timber between 2003 and early 2007.

The Congo Basin arge Chinese companies’ illegal logging activities in thisoegiclude evading
taxes on forest concessions in Gabon and Cameroon; cutting five timdswabkd harvest in
Republic of Congo; and exporting unprocessed logs in violation of government log leapsit

TanzaniaThe coastal forests and woodlands of Tanzania are disappearing due to eggrigaof
tropical hardwoods, much of it illegal and destined for export markets. Ghihe liargest and
fastest-growing market: in the second half of 2005, China imported 100% ofitheXported from
Tanzania, and 75% of processed hardwoods. Furthermore, trade statistidsathiOmirta imported
ten times more timber products from Tanzania than what appeared onnbg’samfficial export
records — in other words, a loss of 90% of the government’s revenue, estitrigi8dallion dollars
annually. The deforestation is having noticeable effects on topsoil erosioragerdjwality in the
main logging districté?

Russia Nowhere has China’s wood manufacturing explosion been felt more strongly than in the
forests of Russia’s Far East, whose vast expanses of Korean pine anadtemgelwoods are home
to the world’s largest cat species, the Amur tiger. Russia alone slippfeoximately 26.4 million
m3 in 2005 — 49% of China’s total timber product imports and fully 80% of itsfogdompanies
including Wal-Mart, Armstrong and lkea are supplied by plants locatedsiténder regiori: The
Russian Natural Resources Minister described the situation indlgismva visit in 2007:

“The impression you get there is that illegal logging has become an everyatzgneic affair

and common practice. Everything is covered with slabs of processed timberatbesaws

everywhere with Chinese workers, who as soon as we approach them forget Russian, and

Chinese too. Everybody sees it and nobody does anytting.”



Extent of U.S. impact

The United States is the world’s single biggest importer and constinvend products. According to
FAO data, in 2005 the U.S. imported 17.2% of global “forest products” exportsh witiude pulp and
paper® This figure rises to 20% once furniture is includebh dollar terms we are speaking of some $56
billion, including all logs, timber, furniture, pulp and paper, or $38 billion eitlpulp and papéf.

These figures have grown dramatically: according to ITC data, from 2000602 wood product
imports overall increased by 58%, with furniture imports increasing by 78%.

How much of this consumption involves wood material of high-risk oftgi®f course, nobody declares
his product to be “illegal” on a customs form. But estimates converge on apately 10% of our
imports. A recent in-depth analysis of global timber trade statjstane for the OECD Roundtable on
Sustainable Development, estimates that U.S. imports of high-risk wood in 28®@pproximately 28
million cubic meters of round-wood equivalent (RWE). Almost two-thirds sf¢hime from China,
followed by Malaysia, Indonesia, and Latin America (primarily Braziliati Beruvian hardwood$) See
Table 1 for a breakdown of the top wood product import streams and sourcéesowitich shows that a
substantial portion of U.S. imports come from high-risk sources.

The OECD figure indicates that 10% of the U.S.’s imports, or 2% of the emitual global trade in
wood-based products, is derived from material at high-risk of illeggin. This 10% figure is
corroborated by Seneca Creek Associates’ 2004 study for the American RdrBsiper Association, as
well as the World Bank and the Royal Institute for International Affair

While it is inherently difficult to calculate the amount of illegadterial entering U.S. ports, the impact of
our national demand is easy to see on the ground, as has been described in theesaabstad Action
by American policy makers or American consumers should not depend on knowitlg baacmany
dollars worth or board feet of this wood enter our borders each year. Faallgréndangered species
like Sumatran rhinos or African lowland gorillas, a few hundred trees ¢heiwrong place can mean the
difference between survival and population crash. For villagers of noBuema, several hillsides of
old-growth teak support the perpetuation of a bloody military occupation. Feoltn&arily isolated
Mashco-Piro people of Southeastern Peru, loggers’ invasion to $ésald@zen mahogany trees from
one riverbank can mean contact with disease that wipes out their ebéiré&tyen where the total board
feet are small, the damage can be great.

Amending the Lacey Act as a Demand-Side Solution

If we understand illegal logging in the context of corruption, crimiraficking and international trade
as laid out here and in our report “No Questions Asked,” then it follows that intorefectively
address the problem, we need to change the equation of risk and return. Welowedthe incentives
for illegal trade — through reducing demand and lowering profit margins — wisileg #he risks.

Legislative action on illegal logging in consumer countries is not a mplaat for, but a reinforcement
of, domestic enforcement in producer countries. On the demand end, the purposéeatiaa kfw must
be judged by how well it can perform the following broad functions: (1) closkeiraccess for illegal
timber and wood products to the most lucrative, hard-currency destinatiohedemtroducts, (2) create
the incentive for high standards of due diligence, and (3) level the plagidddr businesses that want to
do the right thing, without unduly burdening th&mwn effective law must also be feasible to implement.



The legislation in question at this hearing does precisely this. EIA extiensive analysis based on over
20 years of field experience, believes that amending the Lacey Apbiseaful and elegant way to
address illegal logging and worldwide associated trade from the demand@isdeacey Act, in essence,
changes the incentives for wood products companies to ask questions. And in tlex cupply chain
that characterizes contemporary international trade in timber and wadakcts, these questions will
ripple down the chain: from American companies who intend to abide by theirtiblaes, to the
contracts they sign with Chinese manufacturers, to the inquiriesrtfaadacturers’ suppliers make with
their Indonesian or Cameroonian or Russian sources.

Moreover, the Lacey Act does this without being a radical departure fratmgXaw, or an unduly
burdensome trade measure. For one hundred years it has functioned to catolkttbéthe worst, the
serious offenders, and therefore has high burden of proof standards to prene fortany criminal
penalties. Further, it does not require specific proof of legality fdr shipment. Rather, an amendment
of Lacey sets up a reasonable set of penalties and subsequently reliesricaf\ommpanies’ essential
integrity, creativity, and desire to comply with the law, to set in mdtiemecessary steps that will
transform the market for wood products into a place where questions get asked.

EIA fully supports the intent of the Legal Timber Protection Act introduce@dngressman
Blumenauer, Weller and Wexler. We recommend the inclusions of severalaatioiifs to the language
that were agreed upon through intensive consultation with stakeholdeng &me industry,
environmental, and enforcement communities, and introduced in the Senate loysSRoatWyden and
Senator Lamar Alexander as S. 1930, the Combat lllegal Logging Act of 2007.

These modifications include a provision for basic declaration requirertiaitwould include the species,
country of origin, quantity and measure, and value of the plant import. Thyeseneents are modeled
after existing regulations for wildlife imports currently redathby the Lacey Act, and resemble
declarations for many other imported goods. They provide basic transparenoptbshipments. The
declaration will have critical value for combating illegal logging byencouraging importers to ask
basic questions regarding the origin of their timber and timber produgsy)\ajling information at the
point of import that will allow U.S. authorities with limited resourcesl® efficient, targeted inspections
and enforcement; and 3) helping enforcement agents to immediatelyyidientihanging fruit,” such as
timber expressly prohibited to be exported. The Act’s declaration esqgeiitts will not be unduly
burdensome to industry, including the manufacturing sector. Factories manuatawood products, in
China or elsewhere, are capable of providing this information to bueeg.currently don't provide it
because they have not been asked to.

Passage of this law will bring the United States in line with iatesnal efforts on this issue. The
commitments expressed by G-8 leaders at the 2005 Gleneagles summitaggisaajrowing awareness
that demand-side measures are needed to effectively curb the reats chillegal logging. Today the
consumer markets of the European Union, Japan, New Zealand, and Australia @meeimiply or
considering a variety of policies and initiatives to encourage demandébtilmber.

As long as the U.S. lacks similar policies to prohibit illegally sednwvood, our market is an enormous
open door for suspicious material, undermining other countries’ attempts &ssitiile problem.
Conversely, if the world’s largest wood products market were to signat tias closing this door, many
people believe this action could provide the ‘tipping point’ necessary to bpityaiaange in global
logging and tracking practices.

Please see Table 2 for our comparison of the characteristidsdisddtion to effectively curb demand for
illegally sourced timber and wood products should ideally possess, and theteristiies possessed by
the amendments to the Lacey Act offered in the current legislation.



The market signal
Passage of U.S. legislation to curb imports of illegal timber would haaqgcand significant effect on
the global market.

The Chinese wood products industry’s ability to evolve is a key piete @iuzzle. By all accounts, the
current state of the Chinese industry presents a considerable chatlergmpanies and other
stakeholders trying to create supply chains that ensure exports dfilegatainable wood. A recent
evaluation by Tropical Forest Trust of the potential for guarantéegiad supply in Chinese wood
products pointed to various obstacles, but emphasized that Chinese mamsfactuegtremely flexible
and quick to adapt to new business models if they prove successful. @yheataludes, “it only takes a
few examples of ‘first-movers’ who are seen to be gaining an advantage bynchttuegway they
operate for more companies to move in that directtdn.”

EIA investigations have shown the untapped potential to improve timber sour¢hegprivate sector.
The response of retailers, importers and manufacturers to documerngalitidie or penalties under law
demonstrates the capacity for rapid change in the industry. In 2003, EIAK dlapamented several
firms exporting baby cribs made of illegal ramin to the U.S. With thigalléow brought to U.S.
authorities’ attention, agents were able to seize severallitigin shipments in 2004. (The U.S.
government has authority to take such action for the few timber spstéesdn CITES. Unfortunately,
these species in total account for less than 0.05% of total U.S. wood prodettsi) When
ElA/Telapak investigators went back to China in 2004 and met with a prajducer of baby cribs, he
had completely switched his wood sourcing for baby cribs from endangered ramin wegal tddw
Zealand plantation pine.

Conclusion: the need for Congressional action

“Expecting or asking one country to combat illegal logging while at the same ¢iceév/ing or importing
illegal logs of course does not support efforts to combat these fonestscrin fact ...allowing import and
trade [in] illegally cut timber and associated products could also beideresd as an act to assist or
even to conduct forest crime.”

Mohamad Prakosa, Indonesia’s forest minister, 2003

Some people will try to argue that illegal logging is not a problem efriational trade, that illegal

logging is done by poor people trying to find firewood, that little of this wood ewers the export

stream, much less the U.S. market. Without denying that deforestatic@omplex issue linked with

poverty, EIA respectfully submits that these arguments miss the poiatill@dal logging which

concerns us today is export-oriented extraction, of a scale that can only beeddannetworks of

financiers, brokers, and buyers. To take just one example from EIA and our patamak’'s

investigations, in 2005 we documented 300,000 cubic meters of logs of a spietemetbau Iptsia

spp) being smuggled from Indonesia’s Papua province into Hong Kong and China — every month. This i
an amount worth $600 million at western retail prices.

A successful response to this sort of illegal activity must come atmends. The international
community must support, and demand, on-the-ground efforts by governments in producingtun
curb illegal logging and investigate and prosecute the timber barons thighiforders. But countries
like Indonesia and Peru and Papua New Guinea cannot cut off the flowgaf Wleod products while the
United States and its market allies continue to nourish it with bilbdellars and a no-questions-asked
import policy. We need to harmonize our domestic policies with the impacts obnsumption.



It is for this reason that legislation to prohibit the import and slllegal timber is so vital at this
juncture. Not only is there consensus among environmentalists, governmentsdassare public
citizens that illegal logging and timber traffic is a serious problemthieue is remarkable agreement
about what needs to be done. We need an appropriate demand-side legedifkatimeg will empower
enforcement agencies with new tools and resources, and that wilHeymhying field for companies
who want to do things right. We need the largest wood products market in theommnid tip to its role
in the illegal logging problem and begin to ask the necessary questions.

Thank you.
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