Malaysia
There is very little trade between Peninsular Malaysia, Sabah and Sarawak.
Almost all logging in permanent forest in Peninsular Malaysia is considered legal in terms of its origin.
  However, supplies downstream risk being “contaminated” by timber from state forest or forest being converted, perhaps illegally, to other land use.
  The dominant political party has raised funds by converting permanent forest.

In Sarawak, logging concessions have tended to be allocated, managed
 and revoked
 at the discretion of Chief Ministers - in return for favours and share ownership
 – one of several reasons why timber exported from Sarawak is likely to warrant being described as illegal,
 intractably impeding Malaysia’s efforts to secure formal recognition in the EU that its timber is legal.
  There is concern about the legality of timber which derives from conversion forest.

Sabah now requires that new logging concessions in forest (most of which is largely exhausted) are managed on a sustainable, long term basis.  The management of a number of those concessions is certified and their timber output is considered legal.

The production and trade of Illegal Timber in Peninsular Malaysia, Sabah and Sarawak should be assessed separately due to differences in regulation
 and practice in these three parts of Malaysia.

During last decade, the quantity of illegal timber from Indonesia which was exported from Sabah decreased steeply and probably now amounts to a few percent of the total which Sabah exported during 2010.
, 
  Supplies of illegal timber from Indonesia do not seem to have greatly reduced last decade and might still amount to about one million cubic metres annually.

Although there have been reports of illegal timber entering the market in Peninsular Malaysia both from Peninsula Malaysia
 and Indonesia,
 the quantity of unrecorded timber which was exported from Peninsular Malaysia during 2010 was probably small.

There are numerous reports of logging enterprises in Sarawak disrespecting laws concerning the rights of forest peoples.
  Independent assessments of how concessions are actually managed show that the relevant laws are frequently ignored.
  Exposés have led investors to sell their shares in the logging groups concerned.
  Malaysia’s Auditor General published an unflattering report on governance in the Sarawak’s forest sector.

During 2007, Japan decided that payments demanded from log-carrying ships and paid to an entity in Hong Kong linked to the Chief Minister of Sarawak were illegal.

Of the small number of large logging groups
 which (on behalf of the Chief Minister)
 dominate Sarawak’s timber industry, three have timber businesses outside Malaysia - in countries characterised by poor governance.
  One has been expelled from a national timber association in a country known for good governance.

A number of these groups have family links with China, particularly northern Fujian province and also Guangdong.  Some of the timber companies in Sabah have links with Taiwan.

Many timber groups (or their associates) in Peninsula Malaysia, Sabah and Sarawak raise money through stock exchanges – almost all in Kuala Lumpur.
  Several have diversified into palm oil.  Remarkably given its lack of relevant experience, one large group from Sarawak has recently secured deals to develop oil fields in China, Indonesia and Papua.

As a newspaper proprietor, that group has considerable influence over of the media (and, implicitly, politics and how the timber industry is portrayed) in China, Malaysia, and Papua New Guinea.  The group’s founder has been President of the World Chinese Press Association and the World Fuzhou Association and seems keen to promote Chinese nationalism.

Transparency in Malaysia’s logging industry is said to be poor.
  Illegalities within logging concessions – which are not included in official reports – are said to account for much of the illegal logging which takes places.
  However, Malaysia has a much greater success rate than many other tropical countries in bringing prosecutions to convictions for forest-related crime.
  In contrast, Malaysia has systematically flouted its commitments under CITES.

Chart 1 – Malaysia’s exports of timber – by region of Malaysia
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Malaysia’s exports of logs, sawn wood, veneer, plywood, mouldings and joinery are much more likely to include Illegal Timber than its exports of other panels and wooden furniture.  Trends in their export are shown in Chart 1.

Plantation grown timber, particularly rubberwood, accounts for almost all of the other panels and roughly 80% of the wooden furniture which are exported from Peninsular Malaysia.  Most of the other panels exported from Sarawak derive from the waste produced at plywood mills – and therefore likely to be as illegal as that plywood.

Charts 3 to 5 below illustrate trends in the destinations for the tropical timber exports of Peninsular Malaysia, Sabah and Sarawak.

China, India, Japan and Taiwan account for most of Sarawak’s exports.
  The EU, Singapore and Thailand account for most of Peninsular Malaysia’s exports.
During the first half of last decade, there were large mismatches between the volume of Malaysia’s exports of various timber products and the corresponding amounts reported as imports from Malaysia by the destination country.  Such mismatches no longer occur.
It is unclear whether Malaysia’s Free Trade Zones
 continue to be a link in the chain of supply of substantial quantities of (illegal) timber.

Conclusion:

Almost all exports of timber from permanent forest in Peninsular Malaysia are legal, as are most from Sabah.  Those from Sarawak are unlikely to be legal for a variety of reasons, mostly attributable to mutual interest with senior politicians and particularly in relation to Native Customary Rights.  There is concern about the legality of the large volumes of timber which derive from forest being cleared to other land uses, particularly in Sarawak.
	Chart 2 - Imports of selected timber products by Malaysia
	
	Chart 3 - Exports of selected timber products from Peninuslar Malaysia
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	Chart 4 - Exports of selected timber products from Sabah
	
	Chart 5 - Exports of selected timber products from Sarawak
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� Almost all the “permanent, production” forest in Peninsula Malaysia and two concessions in Sabah are certified under the Malaysia Timber Certification Scheme – supplies from which are deemed legal by the UK government


� Final bullet point, page 63 “Systems for Verification of Legality in the Forest Sector, Malaysia: Domestic Timber Production and Timber Imports” A Wells, HC Thang and HK Chen (02 2008) � HYPERLINK "http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf" ��http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf� 


Note: only two thirds of log production in Peninsular Malaysia derives from permanent forest – page 10 “Malaysia: Forestry and Environment (Facts & Figures)” Malaysia Timber Council (01 2001) � HYPERLINK "http://www.mtc.com.my/info/images/stories/pdf/factsheets.pdf" ��http://www.mtc.com.my/info/images/stories/pdf/factsheets.pdf� 


� Third paragraph, page 8, “The Ramin Racket – The Role of CITES in Curbing Illegal Timber Trade” EIA / Telapak (09 2004) � HYPERLINK "http://www.eia-international.org/files/reports87-1.pdf" ��http://www.eia-international.org/files/reports87-1.pdf� 


Note: royal families in Peninsular Malaysia tend to determine who carries out logging in forest concessions.


� First paragraph, page 55 “Systems for Verification of Legality in the Forest Sector, Malaysia: Domestic Timber Production and Timber Imports” A Wells, HC Thang and HK Chen (02 2008) � HYPERLINK "http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf" ��http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf�


� � HYPERLINK "http://www.forestsmonitor.org/en/reports/550066/550073" ��http://www.forestsmonitor.org/en/reports/550066/550073� 


� Second paragraph, page 16 “Forest Governance in Malaysia - an NGO Perspective” FERN and JOANGOHutan (09 2006) � HYPERLINK "http://loggingoff.info/sites/loggingoff.info/files/Forest%20governance%20in%20Malaysia%20an%20NGO%20perspective.pdf" ��http://loggingoff.info/sites/loggingoff.info/files/Forest%20governance%20in%20Malaysia%20an%20NGO%20perspective.pdf� 


� For a detailed critique of political patronage in Sarawak’s timber industry see Chapter 4 “Why Governments Fail to Capture Economic Rent: The Unofficial Appropriation of Rain Forest Rent by Rulers in Insular Southeast Asia Between 1970 and 1999” David W Brown (2001) � HYPERLINK "http://www.reocities.com/davidbrown_id/Diss/DWB.Fintext.doc" ��http://www.reocities.com/davidbrown_id/Diss/DWB.Fintext.doc� 


� EU Regulation 995/2010 prohibits the placing of Illegal Timber on the EU market and requires due diligence to exclude such products.  Products from countries which have negotiated a Voluntary Partnership Agreement with the EU are deemed legal under that regulation.


� Three quarters of log production in Sarawak derives from permanent forest – page 10 “Malaysia: Forestry and Environment (Facts & Figures)” Malaysia Timber Council (01 2001) � HYPERLINK "http://www.mtc.com.my/info/images/stories/pdf/factsheets.pdf" ��http://www.mtc.com.my/info/images/stories/pdf/factsheets.pdf�


� “Systems for Verification of Legality in the Forest Sector, Malaysia: Domestic Timber Production and Timber Imports” A Wells, HC Thang and HK Chen (02 2008) � HYPERLINK "http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf" ��http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf� 


� As the Chatham House report of July 2010 emphasises, wood balance modelling can not indicate the level or nature of illegality – and is highly sensitive to assumptions and the quality of input data.  The figures which that report uses for Malaysia are in any case inappropriate - those for imports are several times too large and those for exports (but not production) appear to include rubberwood.  Second pargraphs of pages 84 and 85, and final paragraph page 95 et seq “Illegal Logging and Related Trade – Indicators of the Global Response” S Lawson and L McFaul (07 2010) � HYPERLINK "http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf" ��http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf� 


� Final paragraph, page 10 and Section 4.4 “Cross-border timber trade in Indonesia: critical or overstated problem? Forest governance lessons from Kalimantan” K Obidzinski, A Andrianto and C Wijaya (09 2006) � HYPERLINK "http://www.cifor.org/publications/pdf_files/Books/BObidzinski0601.pdf" ��http://www.cifor.org/publications/pdf_files/Books/BObidzinski0601.pdf� 


� The decline in Malaysia’s (primarily Sabah’s) imports of logs and sawn wood from Indonesia shown in Chart 2 (below) was due primarily to Indonesia prohibiting their export and Malaysia implementing reciprocal legislation.


� Page 24 “Cross-border timber trade in Indonesia: critical or overstated problem? Forest governance lessons from Kalimantan” K Obidzinski, A Andrianto and C Wijaya (09 2006) � HYPERLINK "http://www.cifor.org/publications/pdf_files/Books/BObidzinski0601.pdf" ��http://www.cifor.org/publications/pdf_files/Books/BObidzinski0601.pdf�


� � HYPERLINK "http://www.illegal-logging.info/item_single.php?it_id=4251&it=news" ��http://www.illegal-logging.info/item_single.php?it_id=4251&it=news�


� HYPERLINK "http://www.illegal-logging.info/item_single.php?it_id=4606&it=news" ��http://www.illegal-logging.info/item_single.php?it_id=4606&it=news� 


� Pages 7 and 11-14, “Profiting from Plunder How Malaysia Smuggles Endangered Wood” EIA / Telapak (02 2004) � HYPERLINK "http://www.eia-international.org/files/reports67-1.pdf" ��http://www.eia-international.org/files/reports67-1.pdf�


� HYPERLINK "http://thestar.com.my/news/story.asp?file=/2006/5/11/nation/14209820&sec=nation" ��http://thestar.com.my/news/story.asp?file=/2006/5/11/nation/14209820&sec=nation� 


� It is unclear what is the destination for the one million cubic metres per year which are said to leave Sumatra – final paragraph, page 25 “Cross-border timber trade in Indonesia: critical or overstated problem? Forest governance lessons from Kalimantan” K Obidzinski, A Andrianto and C Wijaya (09 2006) � HYPERLINK "http://www.cifor.org/publications/pdf_files/Books/BObidzinski0601.pdf" ��http://www.cifor.org/publications/pdf_files/Books/BObidzinski0601.pdf�


� Pages 11-14 “Sarawak Indigenous Communities: Background Situation And Challenges”


Submission for the European Union delegation for Forest, Law, Governance and Trade (01 2007) � HYPERLINK "http://loggingoff.info/document/sarawak-indigenous-communities-background-situation-and-challenges.doc" ��http://loggingoff.info/document/sarawak-indigenous-communities-background-situation-and-challenges.doc� 


� HYPERLINK "http://www.bmf.ch/en/news/?show=263" ��http://www.bmf.ch/en/news/?show=263� � HYPERLINK "http://www.bmf.ch/en/news/?show=227" ��http://www.bmf.ch/en/news/?show=227�  


� Slide 6 and final bullet point slide 11 “Illegal Logging in Sarawak – Implications for Lacey Act Implementation” � HYPERLINK "http://forest-trends.org/~foresttr/documents/files/doc_2800.pdf" ��http://forest-trends.org/~foresttr/documents/files/doc_2800.pdf� 


Further, logs can be laundered into logging concessions because Sarawak’s otherwise sophisticated timber tracking system does not require that logs are traced back to their stump – final paragraph, page 63 “Systems for Verification of Legality in the Forest Sector, Malaysia: Domestic Timber Production and Timber Imports” A Wells, HC Thang and HK Chen (02 2008) � HYPERLINK "http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf" ��http://www.verifor.org/RESOURCES/case-studies/malaysia-updated.pdf�


� “Memorandum from the Council on Ethics of The Government Pension Fund, Norway” (09 2010) � HYPERLINK "http://www.regjeringen.no/upload/FIN/etikk/2011/recommendation_lingui.pdf" ��http://www.regjeringen.no/upload/FIN/etikk/2011/recommendation_lingui.pdf� 


� � HYPERLINK "http://www.ipsnews.net/news.asp?idnews=49470" ��http://www.ipsnews.net/news.asp?idnews=49470�  and pages 68-91 “Aktiviti Kementerian/Jabatan/Agensi Dan Pengurusan Syarikat Kerajaan Negeri Sarawak – Tahun 2008” Laporan Ketua Audit Negara (2009) [127MB] � HYPERLINK "http://www.audit.gov.my/images/stories/pdf/laporan_kan/negeri/sarawak/SARAWAK_aktiviti.pdf" ��http://www.audit.gov.my/images/stories/pdf/laporan_kan/negeri/sarawak/SARAWAK_aktiviti.pdf�


� � HYPERLINK "http://www.asiasentinel.com/index.php?Itemid=178&id=871&option=com_content&task=view" ��http://www.asiasentinel.com/index.php?Itemid=178&id=871&option=com_content&task=view� 


� “Development Of Global Timber Tycoons In Sarawak, East Malaysia History And Company Profiles” D Faeh (02 2011) � HYPERLINK "http://www.stop-timber-corruption.org/resources/bmf_report_sarawak_timber_tycoons.pdf" ��http://www.stop-timber-corruption.org/resources/bmf_report_sarawak_timber_tycoons.pdf� 


� At the request of the Swiss Federation, the Chief Minister is being investigated by Malaysia’s Anti-Corruption Commision for corruption in relation to the timber industry. � HYPERLINK "http://www.nst.com.my/articles/Taibunderprobe/Article/Article" ��http://www.nst.com.my/articles/Taibunderprobe/Article/Article�  and


Second paragraph “Wikileaks: US government characterizes Taib as ‘highly corrupt’“ (08 2011) � HYPERLINK "http://www.bmf.ch/en/news/?show=268" ��http://www.bmf.ch/en/news/?show=268�


� Rimbunan Hijau in Congo (Brazzaville), Gabon, Indonesia, Papua New Guinea, Russia and the Solomon Islands;  Samling in China, Guyana, Liberia, Papua New Guinea and the Solomon Islands;  WTK in Papua New Guinea.


� Lumber Bank, a Rimbunan Hijau group company was expelled from the New Zealand Timber Importers Association during 2007 due to its complicity in illegal logging and unsustainable forest management.


� A Samling company (Samling Global) is listed on the Hong Kong Stock Exchange; at least two companies linked to Rimbunan Hijau are listed on the Kuala Lumpur Stock Exchange (Jaya Tiasa, Subur Tiasa).  A retired General and a former Police Commissioner of Sarawak are directors of Jaya Tiasa.


� � HYPERLINK "http://www.cnpc.com.cn/en/press/newsreleases/2007/11-14.htm" ��http://www.cnpc.com.cn/en/press/newsreleases/2007/11-14.htm�


� HYPERLINK "http://rhpetrogas.listedcompany.com/misc/report_060111.pdf" ��http://rhpetrogas.listedcompany.com/misc/report_060111.pdf� 


� Final four paragraphs � HYPERLINK "http://app1.chinadaily.com.cn/fortune2005/ft050517p11n.pdf" ��http://app1.chinadaily.com.cn/fortune2005/ft050517p11n.pdf� 


� Fourth paragraph, page xiv, “Illegal Logging and Related Trade – Indicators of the Global Response” S Lawson and L McFaul (07 2010) � HYPERLINK "http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf" ��http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf� 


� Final paragraph, page 84, “Illegal Logging and Related Trade – Indicators of the Global Response” S Lawson and L McFaul (07 2010) � HYPERLINK "http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf" ��http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf�


� Final paragraph, page 36 “Illegal Logging and Related Trade – Indicators of the Global Response” S Lawson and L McFaul (07 2010) � HYPERLINK "http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf" ��http://www.illegal-logging.info/uploads/CHillegalloggingpaperwebready1.pdf�


� “Illegal and Unsustainable Trade in Ramin” EIA /Telapak (10 2006) � HYPERLINK "http://www.eia-international.org/files/reports130-1.pdf" ��http://www.eia-international.org/files/reports130-1.pdf� 


� Source:  importing countries as per footnote 1 of � HYPERLINK "http://www.globaltimber.org.uk/RWEvolume.htm" ��http://www.globaltimber.org.uk/RWEvolume.htm�  (Laos does not seem to publish statistics of its bilateral trade.)  Note: Vietnam has not yet published its 2010 trade statistics;  roundwood equivalent (“RWE”) volume for Vietnam’s imports has been estimated notionally from import value.


� Japan now unquestioningly accepts timber from Sarawak if this is accompanied by documents indicating compliance with the Sarawak Chain of Custody scheme - §2 p2 “Forestry Agency of Japan: Timber and timber products from Sarawak are from legal sources” Sarawak Timber Association press release (08 2010) � HYPERLINK "http://www.sta.org.my/News%20Archive/News%20Archive%202010/Press%20Release%20JLIA-STA.pdf" ��http://www.sta.org.my/News%20Archive/News%20Archive%202010/Press%20Release%20JLIA-STA.pdf�


China takes “economic development” into account when assessing the priority which it assigns to legality and sustainability – slide 12 “China’s Policy Measures and Efforts to Combat International Illegal Logging and Associated Trade” Zhang Yanhong (June 2010) � HYPERLINK "http://www.illegal-logging.info/uploads/Zhang240610.pdf" ��http://www.illegal-logging.info/uploads/Zhang240610.pdf�


� Slides 7 & 8 “Timber Trade Enforcement – Malaysia’s Experience” for Malaysia Timber Industry Board (2004) � HYPERLINK "http://www.inece.org/illegaltimber/Norchahaya.pdf" ��http://www.inece.org/illegaltimber/Norchahaya.pdf�


� The export value of the tropical timber exported from Peninsular Malaysia, Sabah and Sarawak during 2010 was roughly US$600 million, USS$700 million and US$2,000 million respectively.  One might suggest that the export value of Malaysia’s exported of illegal timber during 2010 was in the order of US$2,000 million - including about $300 million from the roughly two million cubic metres of illegal timber which is probably supplied from outside Malaysia.
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