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lllegal logging is a significant problem in many countries
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Source: Contreras-Hermosilla et.al. 2007. The Economics of lllegal Logging and Associated Trade. Organisation for Economic Co-operation and Development




Lacey Act Amendments of 2008

v" No trade in forest products illegally sourced

v"  No false claims

v No entry without declaration form

Source: Food, Conservation and Energy Act of 2008, Section 8204. Prevention of lllegal Logging Practices
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Due care is important

Violation
Intent

Trade in illegally
sourced wood

False import
declaration

False labeling

Knowing

Negligent
(did not exercise
due care)

Unknowing
(exercised due care)
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Timing of declaration requirements*

Declaration Particle board
requirements
Fuel wood Plywood

begin
Poles Casks, barrels

Veneer Wood pulp

Tools &
handles

* Timing reflects increase in wood processing and/or complexity of composition
Source: Federal Register, Vol. 74, No. 21, February 3, 2009
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Tissue
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Amended Lacey Act has the potential to take a bite out of illegal logging

Reduce demand for illegal forest products

* Penalizing illegal imports

 Encouraging “internalization” of legality

e Increasing supply chain transparency




However, the amended Lacey Act needs to overcome several challenges

Lack of awareness Uncertainty about Insufficient
and capacity enforcement government support

« What is it? * Does not have teeth e 2009 budget covers only
until it proves it can bite declaration system

« What are implications?
 Can it be done? * Risk of “leakage” if other
major importing
* Does it require proof of countries do not follow
legality? suit

« How do | comply?

* How does one declare
composites?

 What tools can help
buyers/agencies/NGOs
ensure legality?
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To address these challenges, WRI and EIA are “Leveraging Lacey”

Reduce demand for illegally harvested wood and
Increase the capacity of supply chains to deliver legal wood
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Developing a Forest Legality Alliance
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The Forest Legality Alliance has a three-part strategy

Develop tools for
supply chains and
stakeholders

Pilot test compliance

* Describe best practices * Website

* |dentity compliance « Online risk assessment
ISsues tool

* Online local forest
information tool

* Manuals and videos

Educate and train

* Supply chains and
stakeholders

* Producer, manufacturing,
transshipment countries
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Online risk assessment tool

Online local forest information tool

Manuals and videos
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Lacey addresses the “long tail”
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Certification
requirements

Controlled wood
requirements

Legal
requirements

Cumulative forest area

ILLUSTRATIVE
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Lacey vs certification

Lacey Certification

Mandatory Voluntary

No need to prove Must prove compliance
compliance (innocent
until proven guilty)

The law Sustainability standard
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Two approaches to "demand side” regulation

Lacey
Reqgulate outcome

The result matters,
but not what you did

Must not import illegal
wood

EU FLEGT Due
Diligence

Reqgulate process

What you did matters
but not the result

Must follow certain due
diligence procedures




Questions and discussion
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Photo: Environmental Investigation Agency
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Penalties under Lacey

Source: Environmental Investigation Agency & World Resources Institute




The many impacts of illegal logging NOT EXHAUSTIVE

. Reduces biodiversity of
selected tree species 1 GHG emissions

T deforestation T watershed damage

Opens access | T 1 biodiversity

to intact forests _ _ ,
T inter-community strife
Enables in-migration
T disease, corruption,

etc.

llegal
logging L public revenue

Undermines rule . .
of law Finances conflicts

1 competitiveness of 1 shareholder value

law-abiding companies and jobs

T reputational risk for
buyers of paper & wood “

Tarnishes forest oroducts 1 reputation of paper

» product industry — | and wood as a

reputation . 7 sustainable material
T reputational risk for suppliers

of paper & wood products & World Resources Institute




