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1. Executive Summary

In May 2016, the Government of Lao PDR enacted a Prime Ministerial Order (PM15) which, along with other
commitments, aimed to help control the country’s high deforestation rates and promote Laos’ own domestic wood
product industry® by banning the export of all logs and sawnwood. This followed a Notice issued in August 2015 (No.
1360) which also prohibited the export of raw logs.

Effects of these regulations are now being felt by both the Vietnamese and Chinese timber industries. Vietnam and
China together imported approximately 87 percent of all Lao timber product exports in 2015 — almost all of which (94
percent) were in log or sawnwood form. Trade data obtained from Chinese and Vietnamese Customs now clearly show
an impact: in 2016, Lao exports of logs and sawnwood to Vietnam and China have plummeted to 26 percent of their
2014 levels (Figure 1).

Figure 1: Vietnam and China’s Imports of Lao Logs and Sawnwood by Volume, 2010-2016
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Source: Vietnam Customs and China Customs statistics, compiled by Forest Trends.

The aim of the Lao log and sawnwood export ban was both economic and environmental. Requiring timber to be
processed into semi-final or finished products within Laos itself before export creates jobs and enables higher sale prices
(and taxes), thus maintaining most or all of the value of the product in-country. It also serves to check the country’s
challenge with combatting illegal logging and associated trade: it is more difficult for illegal timber harvesters to illegally
“cut-and-run” with raw logs stolen from a country’s forests when a log must be transported to a domestic mill, where
nearby roads and checkpoints can be more closely monitored.

Historically, Chinese and Vietnamese markets have been the destination for 87 percent of Lao timber product exports
-- primarily unprocessed logs or lightly processed sawnwoods (Figure 2). In 2014, China overtook Vietnam as the largest
importer of logs and sawnwood from Laos by value. In 2015, just over 50 percent of logs and sawnwood exported from

! More information on PM Order 15 can be found at
http://www.laotradeportal.gov.la/index.php?r=site/display&id=1035&page=15#.WOu_ZYgrJ3g . In addition to allowing for only specific
finished products to be exported, PM15 includes additional elements, such as strengthening monitoring of harvesting operation in forest
conversion areas, and requires that logging is only allowed by state logging companies (not by the investors of the conversion area
themselves); all timber must be sold through auctions; and, all timber must be processed by national wood processing companies.
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Laos were bound for China. After Vietnam and China instituted increasingly stringent natural forest logging bans over
the past three decades, and as both countries were becoming global manufacturing hubs, the import of raw materials
from neighboring countries became increasingly important. For manufacturing based on valuable precious hardwoods,
sourcing from Laos became even more important.
Figure 2: Global Imports of Lao Timber Products by Value and Country, 2011-2015
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Source: UN Comtrade, compiled by Forest Trends.

This report identifies the impact of the Lao government’s log and sawnwood export bans introduced in 2015 and 2016
by analyzing 2010-2016 Vietnam and China Custom Statistics for the imports of logs and sawnwood from Laos. The
report focuses on Vietnam and China not only due to their significance to the export market, but also due to the high
quality trade data provided by their customs agencies through the end of 2016.% Highlighted findings include:

1. Exports to Vietham and China have dropped to 26 percent of 2014 levels: The successive bans on
unprocessed timber products from Laos in 2015 (No. 1360) and 2016 (PM Order 15) appear to have had their
intended effect, at least with regards to exports to Vietnam and China which comprised 94 percent of the Laos
export market. The total volumes of logs and sawnwood exported to Vietnam and China in 2016 dropped to
only 26 percent of their peak in 2014 -- historic lows in this decade.

2. Declines in exports to Vietnam were most prominent between 2015 and 2016, while declines to China were
most prominent between 2014 and 2015: For China, the decline actually began in mid-2014, coinciding with
an overall drop in Chinese demand for rosewood (likely linked to a Chinese economic down-cycle as well as
traders’ use of stockpiles from previous years). While the trade picked up again in early 2015, it then dropped
steeply after Lao PM15 in May 2016. While the decline is greater between 2014 and 2015, given these
outstanding factors, the corresponding decline between 2015 and 2016 is perhaps more relevant. Overall, the
total volumes of logs and sawnwood exported to China dropped to only 38 percent (by volume) and 22 percent
(by value) of 2014 levels in 2016. The decline in Vietnamese imports can be seen more closely in the months
after the 2016 PM15.

3. Despite the declines, trade still continued in 2016 — especially in rosewood species: While the trade declined,
it did not cease after the Lao prohibitions came into effect — particularly in the highest value and rare species
such as rosewoods. In 2016, more than 90 percent of Lao logs imported into China by value, and 60 percent

2 Improvements in the quality of Laos customs data would help not only to identify and pursue violations of trade policies, but also could support analyses on
where export values are being misdeclared, lowering export taxes paid and ultimately resulting in the loss of govemment revenue.
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by volume, were of rosewood species. More than 80 percent of sawnwood imported into China by value (40
percent by volume), was rosewood. In 2016, Laos was China’s largest supplier of rosewood by value, and
second-largest (after Nigeria) by volume. For Vietnam, more than 30 percent of logs exported from Laos were
rosewood, while 80 percent of the sawnwood was rosewood. While central authorities in both China and
Vietnam were formally advised of the export bans, particularly PM15, customs officials and provincial
authorities may have failed to recognize that the Order rendered imports illegal. Bilateral dialogues between
Laos and neighboring countries, such as the Laos — China Memorandum of Understanding for the forest sector
and the Laos — Vietnam Memorandum of Understanding for the forest sector, or any bilateral customs
agreements, could be used to further inform and encourage recognition of export requirements and where
violations occur.

4. Border crossings where trade continues can be identified, helping to pinpoint geographic areas for increased
collaboration with local authorities: Much of the trade crossed at the major international and national border
crossings, but secondary/supplementary border crossings (some of them newly opened) controlled by local
authorities have been and are still being used as well. This highlights a power dynamic between a central
government aiming to control cross-border trade and local governments that still allow trade via border
crossings within their jurisdictions.

Chinese customs districts: Statistics from China Customs have allowed Forest Trends to identify the official
districts in which imports are registered in China. In 2016, nearly half of logs and sawnwood imported to China
were recorded at Kunming customs district in Yunnan Province, which borders Luang Namtha, Oudomxai, and
Phongsaly Provinces in Laos. This was a substantial increase over previous years; in 2015 only 18 percent of
logs and 38 percent of sawnwood were registered at Kunming. Other imports are first registered at Chinese
seaports (primarily Shanghai and Huangpu customs districts). With Laos being a land-locked country, further
research is needed to understand the land crossings by which these logs and sawnwoods are leaving the
country before (presumably) being loaded on boats to travel to Chinese seaports.

Vietnamese border crossings: Statistics from Vietnam Customs helped Forest Trends to identify the specific
land border crossings between Laos and Vietnam, with particular note being given to those that have
continued to allow logs and sawnwood to be exported. Identification of these specific checkpoints provides
opportunities for the national and local governments in Laos to collaborate on better monitoring and
enforcement.

5. Pressure to modify the ban and recent Lao efforts to curtail annual harvesting levels remains high:

e  Still within Laos, there is an existing stockpile of 100,000-150,000 m? of logs and sawnwood harvested
(some, allegedly, illegally) prior to the announcement of the ban and already purchased by Vietnamese
traders (valued at least US$40-80 million).3 There may also be some stockpiles owned by the Chinese.
Vietnamese traders have been trying to find ways around the ban to transport these stockpiles to
Vietnam, as they represent a huge loss for the Vietnamese traders.

e Without the large export demand for sawnwood, Lao sawmills are running below capacity; many have
stopped operation. The Lao domestic market is currently too small to make up for the loss. Many of the
sawmills that are now idle were also owned by some of the same Vietnamese timber traders (under
Lao names) who own the stockpiles, thus posing additional challenges for these Vietnamese traders.

The impact of Notice 1360 and PM15 on 2016 imports of logs and sawnwood from Laos is clear. Already, there is
anecdotal evidence of Chinese investors ppurchasing mills on the Lao side of the border with Yunnan Province and
minimally processing timber sourced from natural forests being cleared for hydropower and rail projects. While this

3 This value is calculated based on average price of log and sawnwood imported from Laos into Vietnam in 2016. Usually, the average price appearing on the
contract of sale is lower than the real market price because traders want to pay lower import taxes (which are based on the value of wood declared in the
contract).



may be evidence that traders and investors are responding to the bans by processing wood so it can be exported in
compliance, these do not guarantee that these timber products have been harvested legally.

Although a useful first step, export bans alone will need to be complemented by the implementation of all Lao policy
and regulatory approaches that aim for sustainable forest management —many of which have a renewed focus in other
sections of PM15. The Lao government has maintained a strong position on the bans throughout the past year, and is
seeking to implement timber trade monitoring in pilot provinces for Laos’ FLEGT Voluntary Partnership Agreement
(VPA) with the European Union (linked to a FLEGT Timber Legality Assurance System (TLAS)) and to run other pilots
related to improved demarcation of conversion areas, inventories, and data management. Full implementation of
PM15 can also help Vietnamese and Chinese traders assure the legality of their wood products and, in the case of
Vietnam, contribute to the Vietnamese VPA implementation process towards FLEGT licensed timber. At both the
regional and national level, keeping strong committments to PM15 will be necessary for the Government of Laos and
its neighbors to meet their global committments to reduce emissions from deforestation and forest degradation.



2. Logs: Impact on Exports to Vietnam and China

Volume

Effects of No. 1360 and PM15 are now demonstrable through the immediate decline in the logs imported into Vietnam
and China from Laos in 2015 and 2016.

Viethamese import volumes were only 36,000 cubic meters (m?3) in 2016 -- just 11 percent of 2015 levels. In the last six
months of 2016, these imports dwindled to only 174 m3, compared to 12,500 m? and 18,500 m3 in the 2015 and 2014
respectively (Figure 4).

Chinese imports of Lao logs had already diminished greatly after peaking in mid-2014 when there was a downturn in
Chinese demand for rosewood and No. 1360 was decreed. However, they also immediately dropped by nearly 60
percent in June 2016 — just one month after the ban was enacted — and continued over the course of the next six
months. Log exports from July to December of 2016 dwindled to just over 35,000 m3, compared to 126,000 m3 from
January through June (Figure 5).

Figure 3: Vietnam and China’s Imports of Lao Logs by Volume, 2010-2016
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Source: Vietnam Customs and China Customs statistics, compiled by Forest Trends.



Figure 4: Vietnam’s Imports of Lao Logs by Volume and Month, 2010-2016
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Source: Vietnam Customs statistics, compiled by Forest Trends.

Figure 5: China’s Imports of Lao Logs by Volume and Month, 2013-2016
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Value

Overall, the rise and fall in volume of Vietnam and China’s imports of Lao logs corresponded to the rise and fall in the
value of this trade between 2010 and 2016 (Figure 6). In China, the value of imported logs fell by approximately half
from 2014 to 2015, then again the following year. In total, log imports in 2016 were worth just US$170 million -- 20
percent of their US$783 million value in 2014. In Vietnam, the import value in 2016 (US$10 million) was less than 9
percent of the 2014 US$149 miillion import value.



Figure 6: Vietnam and China’s Imports of Lao Logs by Value, 2010-2016
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Source: China and Vietnam Customs statistics, compiled and analyzed by Forest Trends.

Analysis of trade trends based on stated import values is notoriously tricky: values of exported timber (both for logs and
sawnwood) declared on contracts of sale and recorded by customs at border crossings are often under-reported by
traders (allowing them to pay reduced export taxes and/or import tariffs).* In addition, currency fluctuations and shifts
in prices paid for any one cubic meter of any one species may change over time.

What is clear from the analysis is that the average price paid (or at least reported) by Chinese importers is multiple times
the average price of logs imported into Vietnam (Figure 7). The peak of prices for both importing countries was in 2013-
2014 and prices have declined since. In China, for example, a peak of US$1,711 per cubic meter in 2014 was followed
by a decline to US$1,051 per cubic meter by 2016. This may reflect a shift in the mix of high- to low-value logs imported,
or simply a decline in demand during that time period (and thus a decline in prices for those same logs). The decline
from 2014 to 2016 in China, for example, may reflect the over-saturation of the Chinese market with rosewood logs
from Laos and neighboring countries following a rush of imports in 2013-2014 and subsequent stockpiling. It may also
be due to a marked decrease in prices for the highest-value rosewood species following the Government of China’s
corruption crackdown in recent years, and industry reaction to the listing of certain rosewood species on the UN
Convention on International Trade in Endangered Species of Flora and Fauna (CITES) in 2016.

4 The Vietnamese governmentimposes a 10 percent tax on imported logs and sawnwood.



Figure 7: Average Reported Price of Vietnam and China’s Imports of Lao Logs, 2010-2016
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Source: Vietnam and China Customs statistics, compiled and analyzed by Forest Trends.

Active Crossings for Log Imports

Despite their seeming simplicity, log export bans are difficult to enforce for various reasons, ranging from the low
capacity of government agencies, to fragmentation of enforcement jurisdictions between local and central authorities,

to outright fraud and corruption within one or multiple links along the supply chain.

Vietnam

In 2016, logs from Laos were imported into Vietnam through a total of 22 border crossings, classified as either
international, national, secondary/supplementary, or temporary.> Among them, eight crossings have an import volume

above 1,000 m?3 each (Table 1). Nghe An province in Vietnam has the most (six).

The volume of log imports through Lao Bhe (Quang Tri) and Na Cai (Son La) crossings was small, but the total value was
large -- indicating the passage of high value species. The average price of logs imported through Lao Bhe (Quang Tri)
was USS$2,299/m?3, and that imported through Na Cai (Son La) was US$850/m?3. The average price of logs traveling across

the Bura MU 1 (the most important crossing in terms of volume) was US$194/m3.

5 The Vietnamese government classifies four types of inland border crossings: i) interational crossings for the movement of people (all nations) and their

means of fransportation; ii) bilateral or national crossings for the movement of Vietnamese and Lao people and their means of transportation; iii)

secondary/supplementary crossings are used for people of the provinces on both sides of the border; and iv) temporary crossings that connect two local

markets at the both sides of the border.
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Table 1: Vietnam’s Imports of Lao Logs by Border Crossings in 2016 (Vietnamese Side of the Border)

. . Type of Quantity (m3) Total Value Average Pric

e

)
Budc Mu 1 (Nghe An province)  [REHIOIEWY 13,625 2,644,588 194
Lao Bao (Quang Tri) International 622 1,430,366 2,300
Budc Mu 2 (Nghe An province)  [REHIVOIEWY 7,240 1,390,687 192
Cha Lo (Quang Binh) International 1,999 763,600 82
Tam Hop (Nghe An) Secondary 3,153 587,376 86
Na Cai (Son La) Secondary 572 486,588 51
La Lay (Quang Tri) International 2,167 455,594 10
Bo Y (Kon Tum) International 575 373,424 49
Keng Du (Nghe An) Temporary 1,166 345,696 96
Xiéng Trén (Nghe An) Temporary 1,242 248,489 0
Ta Do (Nghe An) Temporary 1,545 226,111 46
Cau Treo (Ha Tinh) International 557 207,904 73
Thanh Hoa port (Thanh Hoa) National 669 198,873 297
Ca Roong (Quang Binh) National 312 102,620 329
Héng Van (Thira Thién Hué) National 432 77,322 179
Thanh Thay (Nghe An) National 243 31,601 130
Na Méo (Thanh Hoa) International 38 9,523 251
Thong Thu (Nghe An) Temporary 25 5416 217
Huéi Poc (Dien Bien) National 10 2,982 298
Nam Giang (Quang Nam) National 2 1,920 960
Total 36,194 9,590,679

Source: Vietnam Custom:s statistics, compiled by Forest Trends.

China

From 2013 to 2016, China registered log imports from Laos at 18 customs districts. Following PM15, more logs are
making their way across the China — Laos 400 km land border and being registered at the Kunming customs district in
Yunnan Province. In 2016, nearly half (43 percent) of logs imported from Laos into China were transported via the
border separating the Lao provinces of Luang Namtha, Oudomxai, and Phongsaly and registered at Kunming customs
district.® This was a substantial increase from 2014 and 2015 when 13 and 18 percent of logs, respectively, were
registered in Kunming. During those years, most Lao logs (43 percent) were registered in Shanghai customs district (a
seaport).

The volume of log imports through Nanning was the smallest compared to other customs districts, but the total value
was large - indicating that the species registered in this district was of the highest market value. The average price of
logs imported through Nanning was USS$2,015/m?3. Interestingly, logs imported through Kunming (the only land crossing,
and the most important in terms of import volume) were of the lowest market value at US$378/m?, though a stream
of high-value log imports from Laos were registered in Kunming following PM15 in July and August (with average price

6 Among these provinces, only Luang Namtha and Phongsaly have international border crossings. Technically, the trade in timber from the local border
crossing in Oudomxai, and China, is not permitted.



for August at USS$1,337/m?3) and again from October through December (with average price peaking in November at
US$2,003/m?3). Average prices across all districts varied widely in 2016, with a range of over US$1,600/m3, and by month,
with average prices lowest from March through May, increasing sharply in June, and peaking in November.

Table 2: China’s Imports of Lao Logs by Customs District in 2016 (Chinese Side of the Border)

136 88,690 652
| Guangzhos | 1473 2,507,304 1,702
| Hangzhou | 765 1,134,315 1483
e 26,294 50,770,345 1,931
268 454,960 1698
| konming | 69,703 26,381,441 378
(Nenjnig | 4196 6,490,005 1547
[ Naming | 63 126,938 2015
[Ningho | 865 1,256,734 1453
E 57,296 80,237,173 1,400
e 405 241,163 595
I 161,464 169,689,068

Source: China Customs statistics, compiled by Forest Trends

Key Log Species being Exported from Laos

Species-specific information on Chinese and Viethamese imports and exports is, as it is for virtually all countries around
the world, difficult to obtain as there are (a) typically few requirements to declare species and (b) even less monitoring
of the accuracy of these declarations when they are made. China monitors a few select species (e.g., rosewood and
teak) while Vietnamese customs data is extremely variable in terms of being able to capture species.

It is apparent from both Vietnam and China Customs data that Laos exports high-value species to both markets. Just
under one third of species exported in log form from Laos to Vietham commanded the highest price, while in China,
rosewood (hongmu) species — which still comprise a large portion of Laos’ log exports — from the Mekong region are
still in high demand.

Vietnam
In 2016, Vietnam imported 51 different log species from Laos. Only 10 had an import volume greater than 1,000 m3.
However, these 10 species account for more than 74 percent of the total log imports from Laos (Table 3).

The government of Vietnam classifies all timber species into 8 “Groups,” according to their degree of value and
“preciousness.” Species in Groups 1 through 4 are considered precious and command high market prices, with species
in Group 1 being the highest. Species in Group 5 and below are considered of low quality and value. Of all the logs
imported from Laos into Vietnam in 2016, 31.3 percent (11,332 m3) were of the highest value (belonging to Groups 1
and 2). Of the 51 species imported as logs, 15 were within these two groups.
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Table 3: Top 10 Log Species Imported into Vietnam in 2016 (1,000 m? or over)

Vietnamese

Trade Name Scientific Name Volume (m?) | Value (US$) m
Name

Not available (NA)
Keruing, Sepetir

Xoan dao Sapelg, Sipo,.
Sapelli, Kossipo
Cho chi Balau

Magnolia, Arau,
Talauma, Bilinga

Rosewood, Doussie
Pasak, Aglaia, Agl

Teak, Iroko,

Giaty Afrormosia

Tram/keo Acacia

NA

Cunninghamia konishii Hayata
Dipterocarpus Sp, Dipterocarpus
tonkinensis A.Chev

Pygeum arboretum Endl.et Kurz

Parashorea Stellata Kury, Andira spp,
Shorea thorelii Pierre Perimeter

Nauclea diderrichii

Pterocarpus cambodianus Pierre,
Pterocarpus pedatus pierre,
Pterocarpus erinaceus

Aglaia Spp
Tectona Grandis

Acisia Auriculiformis, Robinia
Pseudoacacia

Parapentace Tonkinensis Gagnep

4,315
4,220

3,338
3,154

2,947

2,763

2,182
1,515

1,400
1,044

Source: Vietnam Customs statistics, compiled by Forest Trends.

China

1,073,799
694,030

495,030
479,451

751,282

1,427,186

342,363
545,490

39,731
335,053

1
3

In 2014, nearly 95 percent of log imports from Laos were classified as rosewood. By 2016, this percentage had declined
to 60 perfect. This decrease is likely reflective of several factors:

e  Chinese demand for rosewood has largely dropped following an all-time high in 2013-2014 following China’s
economic slowdown, generational preferences (with younger consumers gravitating away from classical-style

hongmu furniture and décor), anti-corruption efforts, and stockpiling.

e Rosewood stocks in Laos, and indeed throughout the Mekong region, have decreased, with some high-value
species on the brink of commercial extinction. This has led Chinese importers to seek out other sources of
rosewood, primarily in West Africa. Third, Dalbergia cochinchinensis (Siamese rosewood) was listed on CITES
Appendix Il in 2013, followed by a genus-wide listing of all Dalbergia species in September 2016. It should be
noted, however, that because CITES listings are at the species-level, traders often respond by seeking out other
look-alike species (in this case, Pterocarpus macrocarpus [Burmese padauk] and others) to meet consumer

demand.
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Figure 8: China’s Imports of Lao Logs by Species Group by Volume, 2013-2016
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Source: China Customs statistics, compiled and analyzed by Forest Trends.



3. Sawnwood: Impact on Exports to Vietnam and China

Volume

In 2016 Vietnamese import volumes of Lao sawnwood were just 25 percent of 2015 levels (Figure 6). Effects of the
PM15 were even more immediate than that for logs. The trade in sawnwood between the two countries immediately
declined to near zero in July 2016. The imports in the last six months of 2016 dwindled to only 4,410 m3, compared to
123,700 m3 and 165,773 m?3 in the last six months of 2015 and 2014 respectively (Figure 7).

In 2016, China imported 67,882 m? of Lao sawnwood, following a drop of 27 percent in 2015 over 2014 levels, and
another decrease of 36 percent in 2016 over 2015 levels. The impact of PM15 can be seen in the stark drop in imports
from the second to third quarter of 2016 — from nearly 33,000 m? for April through June, to just under 2,400 m3 for July
through September. Monthly data illustrate that this decrease corresponds to the PM Order, as imports immediately
declined 77 percent between May and June 2016. The drop was more pronounced for sawnwood than for logs.
Interestingly, the export of Lao sawnwood to China had been declining gradually since mid-2014, but peaked in April
and May 2016 right before the PM Order before declining rapidly thereafter.

Figure 9: Vietnam and China’s Imports of Lao Sawnwood by Volume, 2010-2016
600,000

500,000
400,000

300,000

200,000
100,000
~nl mn 1 i I il
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Volume (m?

m China m Vietnam

Source: Vietnam and China Customs statistics, compiled by Forest Trends.
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Figure 10: Vietnam’s Imports of Lao Sawnwood by Volume and Month, 2010-2016
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Source: Vietnam Customs statistics, compiled by Forest Trends.

Figure 11: China’s Imports of Lao Sawnwood by Volume and Month, 2013-2016
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Source: China Customs statistics, compiled and analyzed by Forest Trends.

Value

Overall, the rise and fall in volumes of Lao sawnwood imports into both China and Vietnam corresponded highly to the
rise and fall in the total value of this trade between 2010 and 2016 (Figure 12). In Vietnam, the import value in 2016
was only US$63 million -— less than 26 percent of the 2015 import value. The majority of the decrease occurred in the
second half of 2016 (Figure 12). Similarly, Chinese imports of Lao sawnwood fell by 46 percent from 2014 to 2015, then
again by 58 percent from 2015 to 2016. The import value in 2016 was US$56 million. The majority of this decrease
occurred in the second half of 2016, with monthly imports from July to December averaging just 23 percent of January-
through-June levels.
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Figure 12: Vietnam and China’s Imports of Lao Sawnwood by Value, 2010-2016
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Source: Vietnam and China Custom:s statistics, compiled by Forest Trends.

Figure 13: Vietnam’s Imports of Lao Sawnwoo by Value and Month, 2010-2016
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Figure 14: China Imports of Lao Sawnwood by Value and Month, 2013-2016
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Source: China Customs statistics, compiled and analyzed by Forest Trends.

Active Border Crossings for Sawnwood Imports

Vietnam

Vietnam customs data reveal that in 2016 a total of 25 border crossings or ports were used for the import of sawnwood
from Laos (Table 4). Among those, 12 accounted for 97 percent of all Lao sawnwood imports that year, and were mainly
located in Kon Tum, Nghe An, Ha Tinh, Quang Binh, and Quang Tri provinces (Vietnam’s Central Coast and Central

Highland regions). Some import occurred through secondary/supplementary crossings in Vietnam’s northern regions
of Dien Bien and Thanh Hoa provinces.

Although small in volume, some sawnwoods from Laos were imported to Vietnam via Cambodian border crossings
despite the long distance from Laos through Cambodia to Vietnam. It is unclear whether (i) traders were transporting
Lao sawnwood using a more convenient route out of Laos via Cambodia, (ii) traders wanted to avoid the tightening
controls between Laos and Vietnam, or (iii) if the wood was actually sourced in Cambodia and traders used fraudulent
papers to claim the wood was of Lao origin, in order to avoid Cambodian law enforcement mechanisms.
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Table 4: Vietnam’s Imports of Lao Sawnwood by Border Crossings in 2016 (Vietnamese Side of the Border)

. . Type of Quantity (m3) Total Value Average Price

La Lay (Quang Tri) International 14,225 16,839,205 1,183
Lao Bao (Quang Tri) International 15,614 13,420,262 859
Cau Treo (Ha Tinh) International 26,060 11,879,915 455
Cha Lo (Quang Binh) International 11,741 7,443,481 633
Bo Y (Kon Tum) International 4,358 4,784,082 1,097
Nam Can (Nghe An) International 8,638 2,178,034 252
Nam Giang (Quang Nam) National 1,590 1,833,206 1,152
Théng Thu (Nghe An) Temporary 4,747 1,381,891 291
Ca Roong (Quang Binh) National 1,786 1,072,401 600
Tay Trang (Dien Bien) International 1,360 762,358 560
Xiéng Trén (Nghe An) Temporary 2,550 560,418 219
Budc Mu (Nghe An) Temporary 1,712 437,920 255
Na Méo (Thanh Hoa) International 1,577 377,923 239
Keng Du (Nghe An) Temporary 840 257,645 306
Khanh Binh (An Giang)* National 35 138,210 3,948
Ka Tum (Tay Ninh)* National 29 129,060 4,450
Khanh Binh (An Giang)* National 10 44,955 4,495
Hwng Dién (Long An)* Temporary 9 39,600 4,400
Héng Van (Thua Thien Hue) NEI()EI 22 24578 1,117

g::ﬁ"g Khiromg (Dien Temporary 8 2,404 273
Ta Do (Nghe An) Temporary 79 19,489 246
A Dét (Thua Thien Hue) National 49 14,179 289
Huéi Puéc (Dien Bien) National 15 12,245 816
Thanh Thuy (Nghe An) National 13 4,426 340

Total 97,138 63,677,885

Source: Vietnam Customs statistics, compiled by Forest Trends *crossing between Cambodia and Vietnam.

Lao sawnwood entering Vietnam through Vietnam-Cambodia border crossings commands the highest average price,
atabout US$4,500/m3—which may mean that traders only use these crossings for highly expensive species. The average
price at other crossings between Laos and Vietnam is also high at La Lay (US$1,184/m?3), Nam Giang (US$1,153/m3), and
Bo Y (US$1,098/m3). The average price at Nam C3n, Thong Thy, and Xiéng Trén crossings was low.

The variation of price among crossings may reflect the mix of species imported through these crossings being of higher
or lower market value. The fact that higher value species may be going through certain crossings may reflect the
geographic origin of those species (where they are likely to be harvested), or variations in law enforcement
effectiveness. Some crossings are easier or more difficult than others in allowing the trade of different sawnwood
species. According to traders’ insights, this is because government officials working at some crossings have different
levels of familiarity with paperwork and procedures required for the import or export of particular timber species. This

—_—
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also reflects variations in informal relationships between traders and officials in charge of imports and exports at
different crossings — the dynamics of which will be described in another briefing.

China

Lao sawnwood imports were registered in 12 customs districts in 2016, with two thirds (66 percent) crossing the
overland border between northern Laos and Yunnan Province, China, before being declared in Kunming customs
district. By value, however, only 34 percent of Lao sawnwood imports were registered in Kunming. As with logs, Lao
sawnwood imports to Kunming commanded the lowest average price, at $378/m3compared to an average of $822/m?3.
The highest average prices for Lao sawnwood were found in Qingdao, in Shandong province — the third-northernmost
district importing Lao sawnwood; Shantou, in Guangdong province; and Huangpu, in Guangzou.

Table 5: China’s Imports of Lao Sawnwood, by Border Crossings in 2016 (Chinese Side of the Border)

District) (US$) (US$ per m3)

| Guangzhou | 115 150,983 1313
| Hangzhou | 69 116,667 1,691
| Huangpu | 2738 4,977,033 1818
3% 61,246 1,701
kunming | 45428 18,803,400 #4
[ Nanjng | 377 634,729 1,684
[ Ningpo | 4233 6,530,147 1543
54 144,397 2,674
| Shanghai | 14437 23,866,774 1653
EE 110 205,405 1867
[ Tanin | 72 71,561 994
| Xiamen | 171 215,987 1,263
[Total | 67,840 55,778,320

Source: China customs statistics, compiled by Forest Trends.

Key Sawnwood Species Being Exported from Laos to Vietnam and China

Vietnam

In 2016, Vietnam imported 66 different species of sawnwood from Laos (Table 6). Only 15 species had an import volume
greater than 1,000 m3. However, these 15 species accounted for more than 89.6 percent of Vietnam’s total sawnwood
imports by volume.

Most of the sawnwood imported into Vietham from Laos are high value species. Hwong (Pterocarpus cambodianus
Pierre, Group 1) and Gu (Sindora maritima Piere, Group 2) are the species with the largest import volumes. These are
precious species of high market value. Of all the species imported from Laos into Vietnam in 2016, 22 (30 percent) are
in Groups 1 or 2 (precious, high value) — mostly the very expensive rosewood — totaling 77,357 m3 and comprising 79.6
percent of the total sawnwood imported to Vietnam from Laos that year.
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Table 6: Top 15 Sawnwood Species Imported into Vietnam in 2016 (1,000 m? or over)

Vietnamese Scientific Name Volume (m?) | Value (US$) m
Name

Pterocarpus cambodianus Pierre,
Rosewood, Doussie  Pterocarpus pedatus pierre, 26,848 30,304,636 1
Pterocarpus erinaceus
Sindora maritima Piere, Sindora
Kossipo Cochichinensis Baill, Sindora 22,339 12,240,820 2
tonikiensis A.Chev
Afzelia Xylocarpa, Afzelia pachyloba,

Doussie, Pachyloba, ;402 Siamensis, Pahudia 6.797 4,699,200 2

FegED cochinchinensis Pierre
Magnola, A2, Nauclea iderichi 6,171 2,035,956 3
alauma
Hinoki Fokiennia hodginsii A. Henry 4,442 1,205,554 1
Tali, Okan, Denya, .
Azobe Erythrophloeum fordii Oliv 3,800 2,849,774 2
Merawan Giaza Hopea pierrei Hance 3,328 1,002,540
Not available (NA) Parapentace Tonkinensis Gagnep 2,901 927,828
Bang lang Pyinma Lagerstroemia loudoni Taijim 2,193 830,875
Xoan dao SISk, Pygeum arboretum End| 1,692 337,005 6
Sapelli, Kossipo
NA Cunninghamia konishii Hayata 1,272 380,245 1
" Paorosa, Bosse, Dalbergia Oliverii Gamble, Dalbergia
S Rosewood Oliverii Gamble Cambodiana Pierre = hitt 1
Pasak, Aglaia, Agl Aglaia Spo 1,210 247,820 4
Téu mat NA Vatica tonkinensis A.chev 1,108 334,942
. . Dipterocarpus Spp, Dipterocarpus
Keruing, Sepetir tonkinensis A Chev 1,082 325,668 5

Source: Vietnam customs statistics, compiled by Forest Trends.

China

In 2016, China imported nearly 39,000 m3 RWE of rosewood from Laos in sawnwood form. Over 40 percent of China’s
imports of Lao sawnwood were rosewood species, compared to 60 percent for Lao logs. This marks a dramatic 70
percent decrease from 2014, in which over 90 percent of Lao sawnwood imports into China were comprised of
rosewood species. The reasons for this decline are similar to those outlined for logs, above.
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Figure 15: China’s Sawnwood Imports from Laos by Species Group by Volume, 2013-2016
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Annex: Additional Import Information

Vietnam’s Imports of Lao Logs by Volume and Month, 2010-2016 (m?3)
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Vietnam’s Imports of Lao Sawnwood by Volume and Month, 2010-2016 (m?)

Montn | a0 | am | a2 | a3 | 2w | s | 206 |
15,403 29,201 29,045 15,785 52,028 34,377 8500
[Fb | 5,308 5,789 24,886 39,182 21355 45,045 27,022
Il o~ 43,600 47577 22,353 50,724 43,886 13,938
13,815 41,359 46,268 34,056 50,076 54,664 31,267
22,003 30834 25310 30433 93458 55,744 10,029
23567 30,038 19,091 32,737 61,712 25732 1,861
85,218 14,757 23,340 9,156 19,946 28,781 970
Il o 19,373 19,123 11,086 28,676 23444 14136
sept [RTEEY 12,459 9,547 26,182 26,672 18,740 461
Ell -~ 18,644 10,760 15,837 29916 4730 277
Nov 13,701 13,509 14,350 75,381 25,154 21,041 390
Bl  »w 32922 14,512 73207 35,400 26,964 14176
257326 292204 283830 385485 495126 383,149 95,572

Vietnam’s Imports of Lao Sawnwood by Value and Month, 2010-2016 (US$)
w0 [ an | aw | mn | ww | s | a
9093855 21,687,373 27775445 10430917 48078562 22320561 5683443
2248988 2298013 20,169,243  37,995287 17,453,032 27,847,067 19,631,538
6,507,957 31278332 35626582 12221040 64513675 25793269 9,342,206
7583719 30347874 39662669 17278073 55619205 31,799,067 19,815,556
11607011 19470382 10,152,805 11,826961 73659599 31,320,784 6,294,644
11,756,793 21481473 8932058 12,098,114 31,580,604 17,308,885 679,291
53002940  10,129451 19,380,983 5207064 13804997 16,884,542 322,086
8288719 17377383  16,182374 5908270  21,328520 17,027,128 354,075
11,564,688 10,286,143 6,756,311  28,115643 15793977 12,050,425 222,359
13628852 17041271 5780742 16048847 20353540 2,126,159 143,020

—
Q

=]
=

[

ot
on |
[Feb |
Mar |
|
|
g |
E
ot |

Nov 10666536 17274622 7631605 84641809 21707814 11653628 312520
m 14324005 37455338 9545651 78047563 26110411 23020322 877147
160,364,062 236,127,657 207596466 319,819678 410,003936 239.169,839 62,488,219

N
N



China’s Imports of Lao Logs by Volume and Month, 2013-2016 (m?3)
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Annex 6: China’s Imports of Lao Logs by Value and Month, 2013-2016 (US$)
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China’s Imports of Lao Sawnwood by Volume and Month, 2013-2016 (m?3)
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Vietnam’s Imports of Lao Logs and Sawnwood in 2016 by Province
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China’s Imports of Lao Logs and Sawnwood in 2016 by Province
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