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Executive Summary

The world’s tropical forests provide a home 
to countless wildlife species, purify the 
air and water, and store vast amounts 
of heat-trapping carbon dioxide within 
trees and soils. But deforestation and 

forest degradation are putting these valuable services 
in jeopardy. Millions of hectares of forestland are  
being totally cleared and replaced with agricultural 
fields, while others are being incrementally degraded 
to produce wood products (Boucher et al. 2011).

© iStockphoto.com/Mayumi Terao

Illegal logging and the 

associated trade of illegally 

sourced products is a clandestine 

industry that threatens forests 

and economies alike. 

	 Most people use wood-based products every day, 
including furniture, paper and newsprint, cardboard, 
and plywood and other building material. However, 
some of these products are made from wood taken 
from forests illegally. Illegal logging and the associated 
trade of illegally sourced products is a clandestine in-
dustry that threatens forests and economies alike. It 
not only involves cutting trees without permits or re-
moving trees from protected areas, but also activities 
such as avoiding taxes or laundering illegal logs. While 
illegal logging occurs in many parts of the world, 
much of it is concentrated in the tropics, where prized 
hardwoods are taken to make items like furniture, 
cabinets, and other architectural woodwork and decor. 
(The global paper industry is sometimes fed by illegal 
logging in the tropics, but to a lesser degree.)
	 The U.S. economy is negatively affected by illegal 
logging and the associated trade in illegal wood.  
Illegal logging generates trade distortions by depress-
ing world timber prices and reducing the competitive 
advantage of legal loggers and producers. Further-
more, these practices threaten the reputations of legit-
imate forestry producers and discourage sustainable 
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management practices. Illegal logging also harms the 
economies, societies, and environments of the coun-
tries in which it occurs. Policy measures are needed to 
enforce laws, reduce the ability for illegally sourced 
wood to enter the market, and create real disincen-
tives for the wood’s use, while developing incentives 
for sustainable forestry practices.
	 In 2008 Congress passed amendments to the Lacey 
Act, a 100-year-old law that combats trafficking in  
illegal plants and wildlife. The amendments extend 
the law’s jurisdiction to plants and plant products, in-
cluding wood, thus closing the entire U.S. market to 
illegally sourced wood. The Lacey Act amendments 
marked the world’s first-ever law prohibiting trade of 
illegally logged wood products. Under this law, all 
trade in plant products that are illegally sourced from 
any U.S. state or foreign country is prohibited. This 
includes trees and wood products that have been stolen, 
logged from protected areas, logged without authori-
zation, or for which appropriate taxes, fees, and trans-
port regulations have not been paid or met. The U.S. 
Department of Interior’s Fish and Wildlife Service 
(FWS) enforces the Lacey Act by requiring certain im-
porters to declare the country of harvest, genus, and 

Destruction 	
of  tropical   
forest leads 
to the loss of 
diverse and 	
vital global 	
ecosytems.

species of wood in imported products. This require-
ment, gradually being phased in, will ultimately help 
businesses ensure they know where their wood is com-
ing from and protect the legal forestry industry in the 
United States. 
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The Lacey Act will ultimately 

help businesses ensure they know 

where their wood is coming from 

and protect the legal forestry 

industry in the United States.

	 This report details the negative effects of illegal 
logging and associated trade on U.S. businesses and 
tropical forest communities and ecosystems, and the 
ways in which the Lacey Act addresses these problems. 
By providing evidence of the legislation’s benefits—
both in the United States and abroad—to economies, 
the environment, and forest communities, we show 
why its full and effective implementation should be  
a priority.
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Introduction

Wood is an important player in 
the global economy. This mul-
tibillion-dollar-per-year market 
includes logs, lumber, paper, fur-
niture, and many other wood-

based products. In 2004, wood products accounted 
for 3.7 percent of the world trade in commodities 
(United Nations Environment Programme 2009). 
That same year, the United States imported about 
$17 billion in solid wood products and $19 billion of 
wood fiber products (Daniels 2008). These products 
come from both plantations and natural forests in  
developed and developing countries. 
	 The demand for forest and agricultural products, 
however, has a significant impact on our world’s  
forests, especially in the tropics. The rate of tropical 
deforestation is alarming: about 32,000 hectares every 
day, or an area the size of Pennsylvania every year.  
This threatens biodiversity and the livelihoods of 
communities that depend on the forests, and generates 
heat-trapping emissions that cause climate change. In 
total, tropical deforestation accounts for about 15 per-

C h a p t e r  O n e

cent of total global heat-trapping emissions. Forest 
clearing often occurs so land can be used for crops or 
pasture. Generally, logging is not a major direct driver 
of deforestation in the tropics, though it is a larger 
player in Southeast Asia than Latin America or Africa 
(Boucher et al. 2011). Logging is, however, a signifi-
cant source of forest degradation, which maintains 
some forest cover but causes carbon to be released 
from disturbed soils and from damaged trees. The 
unique species of the tropics are especially vulnerable 
to illegal logging, as marketable trees are often selec-
tively removed from the forest. The supply of wood 
products from the tropics is expected to increase over 

The World Bank estimates 

that illegal logging and associated 

wood trade costs governments and 

businesses at least $10 billion 

to $15 billion per year.
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forest
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Table 1. The Tropical Timber Supply Chain

Producing Countries Processing Countries Consuming Countries

Major players Brazil, Burma, Indonesia, 
Laos, Papua New Guinea, 
Peru

China, Laos, Malaysia, 
Thailand, Vietnam

European Union, Japan, 
United States

Forestry activity •  Tree cutting
•  Log transport
•  Export

•  Import
•  Log processing
•  Product manufacturing
•  Export

•  Import
•  Distribution
•  Purchase

Common illegal
actions during 
forestry activities

Cutting and transport: 
Theft, bribery
Export: Falsification, bribery

Import and export: 
Falsification, bribery
Log processing and manu-
facturing: Laundering

Import, distribution, and 
purchase: Falsification, 
bribery

the next few decades (Boucher et al. 2011), putting 
these forests at even greater risk. 

Illegal Logging and Associated 
Trade 
Illegal logging and illegal wood trade take many forms. 
The World Bank estimates these practices cost govern-
ments and businesses at least $10 billion to $15 bil-
lion in lost revenue per year (World Bank 2004). 

Illegal activities can include:
•	 Illegal cutting 

•	 Removing trees from protected areas
•	 Cutting protected species
•	 Removing more trees than permitted
•	 Removing trees without licensing or under 

false intentions
•	 Stealing wood from forests owned by others
•	 Falsifying documents and purposeful  

mislabeling
•	 Failing to pay or underpaying taxes/fees  

for wood or wood products 
•	 Laundering illegal material (by faking 

declarations of origin and/or species) 

Table 1 shows where these activities occur along the 
supply chain. Table 2 (p. 6) provides a more detailed  
description of these activities.
	 There is evidence that illegal logging has decreased 
over the past few years as a result of stronger enforce-
ment and policies in consuming countries (Lawson 
and Macfaul 2010). However, wood production and 
consumption are projected to increase, raising doubt 
about its legality and sustainability in the future. This 
underscores the importance of efforts such as the Lacey 

Act to improve international markets and reduce these 
threats.

Causes of Illegal Logging and Trade
Fundamentally, illegal logging and the trade of illegal 
wood products happen because there is a market for 
the product. However, it is more prevalent in some  
areas than others and, among commercial sectors,  
forestry is especially ripe for corruption. 

Governance failures in countries 

with high rates of illegal logging 

can range from inadequate  

enforcement, government 

instability, and lack of resources,  

to local and regional conflicts.

	 Weak governance and poor policies facilitate ille-
gal logging. Governance failures in countries with 
high rates of illegal logging can range from govern-
ment instability, inadequate enforcement, and lack of 
resources, to local and regional conflicts (Abugre and 
Kazaare 2010; Innes 2010; Alemagi and Kozak 2010; 
Blaser et al. 2011). Furthermore, government collu-
sion and corruption, or a general lack of support for 
legal community forest use, create an atmosphere of 
acquiescence in illegal activities (Abugre and Kazaare 
2010; Alemagi and Kozak 2010).
	 Poor policies and economic structures can fur- 
ther facilitate, or even incentivize, illegal logging. For 
example, indigenous communities may live in and 
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sustainably manage forests, but current laws do not 
recognize their rights to natural resources; thus, any 
community forest use is deemed automatically illegal 
(Abugre and Kazaare 2010). Furthermore, policies 
that make legal logging too complicated or expensive 
can leave local, community-based timber enterprises 
unable to legally compete with large logging compa-
nies. Illegal logging is also linked to poverty, since in 
some countries there is little development of legal  
industries to provide jobs and income (Alemagi and 
Kozak 2010), and very little of the income from illegal 
logging stays at the local level (Felbab-Brown 2011). 
	 However, individuals and small communities are 
not the main problem. Instead, the majority of large-
scale illegal logging is driven by big corporations with 
the capital to remove, transport, and sell illegally 
sourced wood (Felbab-Brown 2011). These compa-
nies operate in countries that often have conflicting 
and inconsistent laws, creating pressure on forests 
rather than promoting sustainable practices. For ex-
ample, Brazilian law requires land speculators to show 
they occupy a forested area in order to receive title to 
the land, and until recently deforestation was one of 
the easiest ways to prove occupation. And while envi-
ronmental laws prohibit owners from clearing more 
than 20 percent of their forest if it is located in the 
Amazon region, the laws are rarely followed (Lawson 
and Macfaul 2010; Alemagi and Kozak 2010).
	 In addition to the governance weaknesses and fail-
ures that facilitate illegal logging and wood trade, the 
wood sector itself is particularly susceptible to corrup-
tion. Among the many commodities traded globally, 
wood is especially easy to obtain and trade illegally  
because (Brown 2010):
•	 it comes from sparsely populated areas, far from 

enforcement;
•	 it is a fungible, replaceable product that is easy  

to launder;
•	 it moves within a long global supply chain,  

which provides for many points of corruption; 
•	 wood is often taken from poorer countries,  

where enforcement is difficult;
•	 demand within a trillion-dollar industry provides 

a strong incentive for logging; and
•	 complex systems for legal timber extraction 

motivate working around them.

In addition, strong financial and political interests 
work to maintain the status quo. Some companies 
benefit from illegal logging, as do middlemen and 
those receiving bribes, and thus do not challenge the 

Strong financial and political 

interests work to maintain the 

status quo. Some companies 

benefit from illegal logging, as do 

middlemen and those receiving 

bribes, and thus do not challenge 

the prevalence of illegally 

sourced wood products.

Many of the major benefits of forests—clean air and water, wildlife 
habitat, carbon sequestration—are threatened by illegal logging.

©
 Thinkstock.com
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Table 2. Where Illegal Forestry Activities Occur along the Supply Chain 

Step Actors Example of Illegal Activity

The table is purchased from a 
distributor and sold to a customer

Sellers Paying lower taxes by falsifying documentation 
about the value of the table 

The table is shipped from the 
manufacturer to a U.S. retailer

Distributors Importing a protected species by falsifying docu-
mentation about the wood used to make the table

A manufacturing plant buys the 
wood to be made into a table

Manufacturing plants Laundering illegal wood into the regulated furniture 
market

The log is sent to the sawmill to 
be cut

Shippers Shipping uncut logs out of countries where export 
is prohibited

The tree is cut down and pulled  
out of the forest

Loggers Cutting more trees from an area than allowed

An area of tropical forest is 
targeted for cutting

Landowners* Intruding into a national park by falsifying their 
land boundaries 

* The term “landowners” must be used loosely here, due to the multitude of illegal activities that involve cutting trees without rightful ownership.

Many activities occur between the moment a tree is cut down in a forest and the moment you purchase a 
product (say, a coffee table) made from that tree and bring it home. While it is difficult to know if a product you 
purchase is made from illegally sourced wood, understanding the supply chain can help you ask questions 	
that inform your decision making. 

Logging 
in Guyana
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prevalence of illegally sourced wood products (Kishor 
and Damania 2007). 
	 Ultimately, however, the main driver of illegal  
logging and wood trade is a market for the products. 
Global demand for these products continues, and 
consumers expect prices to stay low. Demand exists 
not only for protected species (like mahogany), which 
in total make up a small proportion of illegally sourced 

wood material (Felbab-Brown 2011), but also for 
hardwoods in general. For example, in 2008 the United 
States imported almost $1 billion worth of wood fur-
niture products from Vietnam. A recent investigation 
demonstrated that, in that same year, 16 percent of 
Vietnam’s log imports were from Laos, even though 
Laos prohibits the export of whole logs (Environmen-
tal Investigation Agency 2011). 
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Impacts of Illegal Logging
C h a p t e r  t w o

Source: Howard and McKeever 2011 

Figure 1. Employment in the U.S. Wood Household Furniture Industry, 1978–2010

Economic Impacts in the United States 

An increasingly globalized wood market 
has significantly changed the U.S. hard-
wood industry over the past couple of 
decades. Shifts in production and  
processing have caused an alarming 

downturn of the domestic wood industry. For exam-
ple, between 2004 and 2008, the average prices of  
Appalachian region red oak, poplar, cherry, and maple 
all dropped (Jones 2010). During the same period, 
employment levels in the wood container, household 
furniture, kitchen cabinet/countertop, and millwork/
flooring industries also decreased. In the wood house-
hold furniture industry alone, U.S. employment has 
declined approximately 60 percent since the late 
1970s (see Figure 1). While there are many interact-
ing reasons for this decline, globalized competition is 
a main factor (Buehlmann et al. 2007).

	 The global wood market is highly integrated, so 
changes in price anywhere affect logging rates in other 
countries (Chimeli, Boyd, and Adams 2011). Illegal 
logging generates trade distortions (Kishor and Dam-
ania 2007); because this wood can be offered at a lower 
price than legal wood, it depresses worldwide prices 
by an estimated 16 percent (Snow 2009). The U.S. 
hardwoods industry, primarily based in the East and 
Southeast, is especially affected because the vast major-
ity of illegal logging is of hardwoods (Felbab-Brown 
2011). Tropical wood directly competes with U.S. 
hardwoods for decking, flooring, furniture, cabinets, 
and architectural woodwork such as moldings and 
other décor (Goetzl and Ekström 2007).
	 Wood products manufacturing represents 2.8 per-
cent of U.S. manufacturing GDP (Goetzl and Ekström 
2007). In a 2005 survey, manufacturers of Appala-
chian hardwood lumber identified globalization issues 
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as having some of the greatest impact on the hard-
wood supply chain and markets (Buehlmann et al. 
2007). Other concerns included lumber costs, labor 
costs, increasing imports, and overseas competition. 
The manufacturers in this study were sawmills from 
Georgia, Kentucky, New York, North Carolina, Ohio, 
Pennsylvania, Tennessee, Virginia, and West Virginia, 
each with an average of 169 employees. In total, they 
represented more than 5,400 employees in the manu-
facturing sector. Since that survey, the United States 
Forest Service has determined that a combination of 
both the global recession and competition from in- 
expensive imports has negatively affected the hard-
wood industry over the past few years (Howard and 
McKeever 2011).

a common practice in the tropics. Selective logging  
is especially attractive to illegal loggers because only 
the high-value species are extracted from the forest 
(Lawson and Macfaul 2010).
	 Although the removal of just a few trees from a  
diverse forest may not sound like a bad practice, it 
can, in fact, have many long-term negative effects on 
the ecosystem. There are methods to reduce the envi-
ronmental impact of selective logging, but illegal log-
gers, who exploit the forest through unsustainable and 
unmanaged selective logging, have no reason to put any 
effort into practicing these sustainable approaches. 

Unsustainable Selective Logging
Without planned sustainable management of the eco-
system, selective logging causes forest damage and 

* 	 For example, see the membership of the Forest Legality Alliance, online at http://www.forestlegality.org/about/membership. 

The U.S. furniture industry, 

in retreat since 1999, continued 

declining in 2010 as low-cost 

furniture imports and the 

global economic recession 

continued to erode the domestic 

industry market share. 
(Howard and McKeever 2011)

	 Although the downturn of the U.S. hardwood in-
dustry cannot be fully attributed to illegally sourced 
wood, policies to reduce the threat of illegal wood 
products on the U.S. market are supported by many 
businesses.* In addition to economic incentives to 
eliminate these products from the market, businesses 
understand that illegally sourced wood undermines 
the credibility of responsible producers (Snow 2009), 
which can reduce both investor and consumer confi-
dence. 

Landscape Impacts in Producing 
Countries
Logging can have many negative effects on the forest 
ecosystems in which it occurs. Generally, there are two 
types of logging: clear-cutting and selective logging. 
Clear-cutting removes almost all trees from the area 
being logged. Selective logging removes only some—
usually the most valuable—trees from the forest and is 

Even removal of just a few trees can change the forest 
ecosystem.
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ecosystem impoverishment, loss of biodiversity and 
carbon, changes in soil nutrients, and increased sus-
ceptibility to clearing. 
	 Both the short- and long-term impacts of selective 
harvesting reflect the fundamental damages that log-
ging causes; these are due to road building, gaps from 
falling trees, trails to drag logs out of the forest, and 
the large areas needed to gather logs before they are 
trucked away (Asner et al. 2009). The impacts of each 
of these will depend on how much wood is removed 
and the methods for cutting the trees and taking the 
logs out of the forest.

Creating Degraded Forests
Logging activities change the structure of the forest 
and reduce the biomass of the forest for decades. One 
study comparing primary forests with selectively 
logged areas in Indonesia found that it took 5 to 15 
years for a selectively logged forest to recover the  
number of trees of a comparable primary forest, and 
10 to 20 years to recover the number of species (Slik, 
Verburg, and Keßler 2002). Selective logging prac-
tices can also lead to a 17 to 70 percent loss of carbon 
storage in forest ecosystems as a result of tree species 
loss (Bunker et al. 2005). 
	 Selective logging changes how much light reaches 
the forest floor, which changes the nature of the eco-
system. Without careful management, this often  
allows other tree species with unmarketable wood to 
grow back in the areas where old, slow-growing trees 
were removed. Unsustainable and unmanaged selec-
tive logging can also change nutrients available to the 
remaining forest (Asner et al. 2009). Any exposed soil, 
like that on poorly constructed roads and logging 
decks, can quickly erode, taking away precious soil 
nutrients and polluting nearby rivers.
	 Selective logging also increases what is known as 
the “edge effect,” through which forest fragmentation 
and disturbance increase the ratio of edge-to-forest 
area. The long-term risks associated with the edge  
effect include increased susceptibility to wildfire, tree 
mortality, changes in plant and animal species, and 
increased human use of the land (e.g., for hunting) 
(Broadbent et al. 2008). In the Amazon, these risks 
are even more pronounced next to land cleared for  
agriculture or pastures. In addition to those agricul-
ture-forest boundary edges, logging in the Brazilian 
Amazon generated about 20,000 square kilometers of 
interior edges between 1999 and 2002. This is caused 
by logging activities extending deep into intact forests 

Selective logging practices 

can lead to a 17 to 70 percent loss  

of carbon storage in forest 

ecosystems as a result of  

tree species loss.

In areas that used to be covered with trees, forest edges increase 
next to both small and large clearings.

©
 J

er
em

y 
H

ol
de

n,
 G

lo
b

al
 W

ild
lif

e 
C

on
se

rv
at

io
n 

|  
gl

ob
al

w
ild

lif
e.

or
g

(Broadbent et al. 2008) and creating self-contained 
edges (like a donut hole) within forests. 
	 Because logging entails all of these activities, it 
means that selective logging causes some collateral 
damage to the remaining forest. And in the worst  
cases, unmanaged selective logging can cause six tons 
of wood to rot or burn in the damaged forest for every 

one ton of wood exported (Asner et al. 2009). How-
ever, with careful management, planning, and imple-
mentation, the sustainability of selective logging can 
be improved.

Reduced-Impact Logging
The problems associated with unsustainable selective 
logging can pertain to both illegal and legal actors. 
Loggers who are not violating the law often use selec-
tive logging, but legal logging does not necessarily 
mean it is sustainable (See “Environmental Benefits” 
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in Chapter 4 for more information). However, when 
logging is legal and managed, policies and incentives 
can promote more sustainable practices.
	 Reduced-impact logging (RIL) is the implemen-
tation of multiple practices to reduce the environ-
mental impact of selective logging (Putz et al. 2008; 
Lentini, Zweede, and Holmes 2009). These practices 
include modifying the number of trees left in the for-
est, leaving trees of certain sizes to grow into a mature 
forest, harvesting during seasons that will not damage 
the soil, establishing no-cut zones in steep terrain or 
close to water, and avoiding damage to the trees left in 
the forest. 
	 RIL practices often require investments, logger 
education, and long-term planning—none of which 
illegal loggers have any incentive to pursue. Further-
more, some RIL practices are threatened by illegal  
activities. Some landowners feel their forests will be 
cut by illegal loggers if they practice RIL (Durst and 

Enters 2001). For example, if the legal owner decides 
to implement RIL and leave trees on his or her land, 
the trees become susceptible to poaching. Addition-
ally, because illegally sourced wood products depress 
timber value, RIL is at a competitive disadvantage  
because it often requires more up-front costs that are 
not recouped until well into the future (Durst and 
Enters 2001). 

Causing Complete Deforestation
Unmanaged selective logging can also lead to forest 
degradation—and, ultimately, complete deforesta-
tion—even beyond the immediate area. Poor practices 
leave the ecosystem damaged for decades, reducing 
the land’s productive capacity. This causes logging  
activities to move into new areas of pristine forest, 
thus increasing degradation and deforestation. Further-
more, degraded forests are more likely to be completely 
lost to land use conversion; they dry up and are easier 
to burn and replace with fields, and logging creates 
roads into the areas. In the Brazilian Amazon, areas 
that have been selectively logged were four times more 
likely to be completely deforested than areas that were 
not disturbed (Asner et al. 2006).
	 While the majority of illegal harvesting is selective 
logging, in some cases whole forests are cleared. For 
example, some industries falsely use timber harvesting 
permits to clear land for agricultural crops, leading  
to complete loss of the forest ecosystem (Contreras-
Hermosilla, Doornbosch, and Lodge 2007; Lawson 
and Macfaul 2010). 

Economic and Societal Impacts in 
Producing Countries
In addition to environmental impacts, illegality any-
where along the wood chain of custody can also nega-
tively affect people and economies. In producing 
countries, illegal logging results in lost tax revenue 
and less development of the economic sectors related 
to the logging industry (Asner et al. 2009). Invest-
ments made in sustainability and forest management 
programs are undercut, partially wasting those gov-
ernment expenditures (Richards et al. 2003). Political 
capital spent on forest protection can also be eroded 
by illegal logging. Harvesting in protected areas is  
illegal because these areas are set aside for forest pres-
ervation. When the public becomes aware that logs 
are being removed from these areas illegally, the eco-
logical rationale for setting these areas aside (e.g., pro-
tecting habitat, preserving species) is undermined,  
potentially decreasing political and economic interest 

Reduced-impact logging practices include vine cutting. Since a 
single vine can spread across multiple trees, cutting these prevents 
the vine from pulling down trees that should remain standing.

D
oug Boucher
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and investment in creating and maintaining such areas. 
Lastly, very little of the profit from illegal logging and 
associated trade remains in the local community. In 
one example, experts estimated that only 2.2 percent 
of the total product value was held locally by those 
who illegally logged the forest; the rest went to mid-
dlemen such as brokers, buyers, manufacturers, and 
exporters (Kishor and Damania 2007).
	 Illegal logging activities can generally weaken the 
rule of law, provide opportunities for money launder-
ing, and generate trade distortions. There is evidence 
that illegal logging and associated trade is so corrup-
tive that it is often accompanied by other forms of  
organized crime, such as arms smuggling and human 
and drug trafficking (Richards et al. 2003; Kishor and 
Damania 2007). There are also accounts of indigenous 
people being intimidated into allowing logging on 
their land, and loggers organizing mini-armies pre-
pared to fight rural or union leaders or human rights 
workers (Chimeli and Soares 2011). It has even been said 
that “illegal logging and armed conflict frequently go 
hand-in-hand” (Alemagi and Kozak 2010). 
	 Illegal logging and trade can also negatively affect 
social norms and structures. Unregulated black-market 
jobs lead to higher risks for workers, lower benefits, 
and conflicts between loggers and communities (Asner 
et al. 2009). Evidence from Brazil shows the illegal 
mahogany market is linked to violence among black-
market actors, since they cannot use the judicial sys-
tem to resolve disputes—a common characteristic of 
illicit markets (Chimeli and Soares 2011). 

The Role of Processing Countries
Recently, there have been changes in the markets for 
both wood production and wood processing. China 
currently has the largest wood import-export market 
(Felbab-Brown 2011); 20 percent of its overall im-
ports are estimated to be of illegal origin (Lawson and 
Macfaul 2010). Most imports to China come from 
the Asia-Pacific region. In the future, more of China’s 
imports are expected to come from Africa and Latin 
America—areas also susceptible to illegal logging. 

	 Vietnam is also one of the largest manufacturers  
of wood furniture, a sector that uses 80 percent im-
ported materials. Experts estimate that the import of 
illegal timber tripled in Vietnam between 2000 and 
2007 (Lawson and Macfaul 2010). Other countries 
that have historically sourced their wood from domes-
tic markets, especially those in Southeast Asia (i.e., 
Cambodia, Laos, Malaysia, and Thailand), are also 
key players in processing. 

Orangutans are native to Southeast Asia where illegal logging 
and other forest destruction threatens their habitats.
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Degraded forests are more likely to be completely lost to land 

use conversion; they dry up and are easier to burn and replace with fields, 

and logging creates roads into the areas. In the Brazilian Amazon, areas 

that have been selectively logged were four times more likely to be 

completely deforested than areas that were not disturbed.
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U.S. Actions against Illegal Logging
C h a p t e r  t h r e e

Over the past few decades, U.S. imports 
of wood and wood products from 
Latin America, Asia, and Oceania 
have increased, though currently the 
majority of U.S. wood imports are 

not from the tropics (Daniels 2008). Nevertheless,  
illegal logging in the tropics has a negative impact  
on the U.S. economy, a problem that prompted the 
United States to enact the world’s first ban on the 
trade of illegally sourced wood products. This ban was 
part of the 2008 amendments to the Lacey Act.

The 2008 Lacey Act Amendments
The Lacey Act is more than 100 years old, and was 
originally enacted to prohibit transport of poached 
game across state boundaries. It has been amended 
several times, and in 2008 the Lacey Act was again 
amended to make trade of illegally sourced plant 
products unlawful in the United States.* 
	 The Lacey Act (specifically the 2008 amend-
ments) addresses illegal logging in a number of ways. 
First, the Lacey Act prohibits all trade in plant prod-
ucts that are illegally sourced from any U.S. state or 
foreign country; illegally sourced plant products are 
defined as furniture, paper, lumber, and other prod-
ucts logged, manufactured, and/or traded in violation 
of any country’s law. Illegally sourced plant products 
include those that have been stolen, logged from  
protected areas, logged without authorization, or for 
which appropriate taxes, fees, and transport regula-
tions have not been paid or met. 
	 Second, the Lacey Act requires importers to de-
clare the scientific names of tree species used in a 
product, the country of harvest, the quantity and 
measure of the product, and the value of the product. 
This declaration, which is being gradually phased in, 
is used to provide basic information to help businesses 
ensure they know where their wood is coming from 
and to enable the U.S. government to enforce the law. 

*	 A majority of the information in this section is from the Environmental Investigation Agency (2008). More detailed information  
on the 2008 Lacey Act amendments can be found in publications by the Forest Legality Alliance (http://www.forestlegality.org).

Finally, the Lacey Act establishes penalties for vio-
lation of the terms of the law. These penalties include 
fines, forfeiture of goods and vessels, and potential  
jail time. 
	 The primary agencies involved in implementing 
the Lacey Act are the U.S. Department of Agricul-
ture’s Animal and Plant Health Inspection Service 
(APHIS) and the Fish and Wildlife Service (FWS). 
APHIS is responsible for processing import declara-
tions, but shares responsibility for investigating viola-
tions with the FWS. Other agencies that help with 
implementation include the Department of Home-
land Security and its Customs and Border Protection 
staff, the Department of Justice, the Department of 
State, and the U.S. Agency for International Develop-
ment (USAID).

The Lacey Act both reduces 

financial incentives for illegal 

logging and associated trade and, 

if adequately enforced, actively 

creates a disincentive for 

participating in any part of 

the illegal wood trade. 

Why the Lacey Act Approach Is Effective
The most effective way to reduce illegal logging is to 
reduce its financial incentives (Kishor and Damania 
2007). By completely closing a market to illegally 
sourced wood and creating criminal penalties for 
breaking the law, the Lacey Act both reduces financial 
incentives for illegal logging and associated trade and, 
if adequately enforced, actively creates a disincentive 
for participating in any part of the illegal wood trade. 
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	 The expansion of the Lacey Act to ban all illegal 
plant materials is critical, as production and process-
ing have shifted to foreign countries. For example, in 
1990 China accounted for only 13.9 percent of global 
imports of tropical logs, but by 2007 its share had  
increased to 68.2 percent (Kaplinsky, Terheggen, and 
Tijaja 2010). Between 2000 and 2008, the amount of 
U.S. imports of illegally sourced wood arriving via 
third-party processing countries increased from 32 
percent to 76 percent (Lawson and Macfaul 2010). By 
demanding that all parts of the supply chain be legal, 
the Lacey Act encourages all processing and produc-
tion countries to promote and enforce legal activities. 

Other U.S. Government Efforts
In addition to enacting the groundbreaking amend-
ments to the Lacey Act, the U.S. government engages 
in other ongoing efforts to reduce illegal logging through 
trade and development programs. 
	 Among the hundreds of existing free trade agree-
ments under the World Trade Organization, the only 
one specifically to address illegal logging is the United 
States-Peru Trade Promotion Agreement (Van Dam 
and Savenije 2011). The United States also has mem-
orandums of understanding with China and Indone-
sia to address illegal logging. Though none of these 
agreements have been found to significantly affect the 
behavior in producing or processing countries (Brack 
and Buckrell 2011), most were made before changes 
to the Lacey Act, and government-to-government 
agreements are still important efforts. For example, 
the U.S. government recently took a leadership role in 
launching the Asia-Pacific Economic Cooperation 
Expert Group on Illegal Logging and Associated 
Trade. The goal of the group is to enhance efforts to 
promote trade in legally harvested forest products  
and support capacity building in member economies 
(APEC Senior Officials 2011). 
	 USAID also supports programs, such as the Forest 
Legality Alliance, that promote forest governance  
and combat illegal logging (USAID 2011). The U.S. 
Forest Service also participates in interagency coordi-
nation on the Lacey Act, and its technical expertise on 
wood identification assists with implementation (U.S. 
Forest Service International Programs 2000).

U.S. Business Efforts 
“Due care” is one of the fundamental elements of the 
Lacey Act. This means it is the importer’s responsibil-

ity to exercise appropriate actions to minimize the risk 
of buying an illegally sourced product.  A number of 
U.S. companies offer services to help importers iden-
tify where their products are coming from. Inte- 
gration Point, Tradestone Software, and OnPoint  
Solutions Group are just a few examples of U.S. com-
panies that provide Lacey Act compliance and chain-
of-custody services. 
	 The Lacey Act does not accept any certification 
program as a proxy for compliance; however, im- 
porters believe that certification will be critical for  
legitimizing trade in certain tropical species that are 
especially prone to illegal logging (Goetzl and Ekström 
2007). Furthermore, because two of the world’s  
largest certification programs—the Forest Steward-
ship Council and the Sustainable Forestry Initiative—
already require that products bearing their label be  
legally sourced (Forest Stewardship Council 1996; 
Sustainable Forestry Initiative 2010), these programs 
are already prepared to provide compliance-related 
services to wood and wood product importers seeking 
to meet Lacey Act requirements. Experts expect this 
will increase participation in private certification and 
legality verification systems that help importers apply 
due care principles (Forest Stewardship Council 2010; 
Brack and Buckrell 2011). 

Sustainability certification programs, like the one managed by the Forest 
Stewardship Council (FSC), require products to be legally sourced.
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Global Benefits of the Lacey Act
C h a p t e r  f o u r

Creating substantial changes in the for-
estry sector and promoting an envi-
ronment of forest conservation, legal 
logging, and sustainable management 
are tasks that will require the partici-

pation and commitments of multiple stakeholders, 
including governments, consumers, local communi-
ties, the forest industry, and wood product businesses 
(Van Dam and Savenije 2011). Ultimately, all of these 
groups will benefit from legal logging and forest con-
servation. Governments of producing, processing, 
and consuming countries can capture revenue from 
forestry markets. Consumers can be confident their 
purchases are not leading to the destruction of tropi-
cal forests. Local communities can create prosperous 
economies over the long term based on sustainable 
forest practices. Working against illegal logging and 
trade, while promoting sustainable forest practices, 
will benefit all these stakeholders. 

Economic Benefits
Increasing Competitiveness of Legal Products
It will take time for the global market to respond fully 
to policies such as the Lacey Act (Li et al. 2008); how-
ever, economic models show that this effort will yield 
significant benefits. 
	 Li et al. (2008) modeled the effects that eliminat-
ing illegal logging between 2007 and 2011 would 
have on the global wood market in 2020. They found 
that the impacts on markets in different countries will 
vary depending on their initial use of illegally logged 
materials. The United States and nations that current-
ly have little domestic illegal logging would benefit by 
getting more value for their timber, supplying more 
wood to the global market, and producing more wood 
panels and paper. By helping to end illegal logging, 
the Lacey Act plays an important role in strengthen-
ing the U.S. economy. While the model predicts de-
creased exports and production from countries that 
currently have high rates of illegal logging or illegal 

Improved governance 
can help ensure that local 
companies and individuals 
can legally participate in 	
logging activities.
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wood use (like China, India, and Indonesia), little of 
the financial gain from illegal logging remains in com-
munities (Kishor and Damania 2007) or produces 
revenue for producing country governments. Shifting 
to legal practices will benefit the environments and 
economies of producing countries over the long term. 
	 In this model, one of the largest impacts on the 
U.S. wood market was seen in sawn wood (i.e.,  
lumber). The results show that the United States is  
expected to import 13 to 30 percent less sawn wood 
(the amount projected to stop coming from illegal 
sources), and use domestic supplies to fill that gap.  
As a result of eliminating illegal logging, the model 
projects global consumer expenditures for wood prod-
ucts to increase only 1 to 2 percent; however, in the 
United States, this would strengthen the economy 
overall since domestic wood producers would see a 
large increase in revenue. A similar model evaluated 
the effects of different policy measures to reduce im-
ports of illegally sourced wood in the European Union 
(Moiseyev et al. 2010); it found that any policy that 
reduces illegal logging worldwide increases harvests in 
the United States. 

Signs of Economic Progress
The Lacey Act amendments addressing illegal logging 
have only been in place since 2008, and a comprehen-
sive assessment of its impacts on the United States and 
producing and processing countries has not yet been 
done. However, there is reason to believe the Lacey 
Act and other demand-side policies have already 
changed practices in the tropics. 
	 In 2009, researchers surveyed five producing, two 
processing, and five consuming countries for indica-
tors of action to address illegal logging (Lawson and 
Macfaul 2010). They found that in Cameroon, demand-
side measures seemed to be more effective than na-
tional policies at reducing deforestation over the past 
few years. The governments of China and Vietnam, 
two of the largest processing countries, have taken 
some steps to address illegal logging, which the survey 
attributes in part to pressure from consuming-country 
governments. China is working to improve enforce-
ment of its existing laws, but is still lacking specific 
legislation relevant to illegal logging. Vietnam is tak-
ing more serious measures, creating a partnership 
with the European Union to reduce illegal logging, 
and joining the United States and others in the recent 
Trans-Pacific Partnership, which will likely require all 
participating countries to prohibit illegal logging  
(Office of the United States Trade Representative 2011).

	 Demand-side measures such as the Lacey Act pro-
vide signals to producing, processing, and consuming 
countries that stopping illegal logging and associated 
trade are worth their effort. This appears to be the 
most influential factor in changing practices in China 
and Vietnam. The Lacey Act and other U.S. govern-
ment efforts put political and financial pressure on 
producing countries, which can spur them to enact 
their own strict laws against illegal logging. The Lacey 
Act may also change ongoing investment choices. For 

As a result of eliminating 

illegal logging, global consumer 

expenditures for wood products 

are projected to increase only 

1 to 2 percent; however, in the 

United States, this would strengthen 

the economy overall since domestic 

wood producers would see a  

large increase in revenue. 

example, central Africa has had a recent influx of  
Chinese companies (both public and private) involved 
in mining, agriculture, and forestry. The extent to 
which these companies comply with local laws varies 
(Putzel et al. 2011); however, the expectation that any 
illegally logged products will not be saleable to the 
United States would encourage appropriate practices 
during this era of rapid expansion. 

Societal Benefits
Conflict over forest resources can increase poverty, 
threaten lives, destroy forests, and decrease public  
security. Actions to improve forest governance can help 
reduce illegal logging and other illegal activities, there-
by mitigating or eliminating these problems (USAID 
2006). In countries aiming to comply with the Lacey 
Act, significant governance reforms will be needed, 
such as providing local communities with legal tenure 
of their land, increasing government transparency, 
and building democracy (Alemagi and Kozak 2010).  
Forest law reforms also provide the opportunity to  
incorporate local communities, ensuring they are rep-
resented and benefit from local land-use decisions.
	 Another example of improved governance for  
promoting legal logging is an open and fair bidding 
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process for timber companies to log on government 
land (Lawson and Macfaul 2010). This will increase 
competition and ensure that inappropriate bidders, 
such as those currently under investigation for illegal 
logging, are excluded. There are two key elements of 
improving bidding systems. First, the system should 
be timely and straightforward, so as not to prohibit 
local communities and individuals from participating. 

adequately value forests are also needed to influence 
the timber community to improve sustainability 
(Merry et al. 2006). Experts believe that there is a link 
between environmental and economic benefits. Ap-
propriate logging and forest management techniques 
can enable an economically sustainable industry that 
lasts, a necessary condition for long-term development 
in many tropical countries (Dauber, Fredricksen, and 
Peña 2005). Ultimately, businesses, consumers, and 
governments should each promote sustainable pro-
duction that does not cause deforestation.*  

Addressing and Reducing Leakage
Closing off an entire market like the United States to 
illegally sourced wood will not prevent all illegal ac-
tivities; illegal wood products can go somewhere else 
(a phenomenon known as “leakage”). Analyses of  
policies based on voluntary agreements between coun-
tries show some leakage within regions (Moiseyev et 
al. 2010). However, in these models, international 
leakage does not occur in response to more compre-
hensive policies like the Lacey Act, where all incoming 
wood—independent of the source country—is re-
quired to be legal. These models also show that with-
out specific actions in producing countries to reduce 
illegal logging, leakage may still occur. 

The Lacey Act as a Global Model
Leakage concerns highlight the need for broad par-
ticipation from multiple countries, businesses, and 
consumers. Since enactment of the Lacey Act, other 
consuming countries have also taken steps to address 
illegal logging and associated trade, which also help 
address leakage.
	 The European Union’s Forest Law Enforcement, 
Governance and Trade program is designed to prevent 
illegally sourced wood from entering the European 
Union. That means another large market for these 
materials has been closed. In late 2011, the Australian 
government introduced the Illegal Logging Prohibi-
tion Bill 2011. This bill is intended to restrict import 
and sale of illegally logged timber within Australia. If 
other large consuming countries like Japan and China 
follow suit, the market for illegally sourced wood  
will continue to shrink, making the risk of leakage—
and the environmental and economic impacts asso-
ciated with illegal logging—much lower (Lawson and 
Macfaul 2010). 

* 	 The Union of Concerned Scientists has analyzed business solutions for creating deforestation-free supply chains. These analyses are 
available online at http://www.ucsusa.org/deforestationfree.

Some export markets are 

increasingly requiring evidence that 

imported timber is legal. . . .  In some 

countries, especially in Africa, these 

demands appear to be having an 

effect on forest management. 
(Blaser et al. 2011)

Second, it should be structured so that companies or 
individuals that have been caught violating any law 
are excluded or disadvantaged from obtaining revenue 
from logging. This is especially important because 
rogue funds from illegal logging are sometimes used 
to fund other illegal activities, and even armed con-
flicts (USAID 2006). 
	 Brokers and buyers of illegal wood are often 
knowledgeable about the illegality of the product they 
are moving. These middlemen garner huge revenues 
from laundering illegal products. One study estimates 
that middlemen obtained about 70 percent of the  
sale price of the illegally sourced product (Kishor and 
Damania 2007). Working against illegal production, 
especially through governance reforms, may create 
more just economic systems.

Environmental Benefits
Illegal logging degrades ecosystems and increases sus-
ceptibility to total deforestation. Creating the gover-
nance and enforcement conditions that reduce illegal 
logging can go even further and promote sustainable 
forestry. If forest owners know their land is protected 
from illegal poaching and that they will still own it 
many years down the road, they may be more willing 
to invest in sustainable practices such as RIL. In addi-
tion to policies like the Lacey Act that will reduce  
illegal logging and trade, appropriate policies that  
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The United States has already taken a 
huge step toward reducing illegal log-
ging and trade by passing, implement-
ing, and enforcing the 2008 Lacey Act 
amendments. In addition to funding 

Lacey Act implementation, the U.S. government should 
also continue other activities against illegal logging, 
such as the international forestry activities of USAID. 
Below, we outline additional policy approaches to 
support these efforts. 

Law Enforcement-based Approaches 
The U.S. government should promote on-the-ground 
work to address illegal logging activities by supporting 
improved and expanded enforcement of natural re-
source laws in tropical countries. For example, the 
United States could provide funding for prevention 

and enforcement capacity and promote participatory 
approaches to addressing the issue in each country 
(FAO 2005). 
	 Generally, there is a lack of data on forest owner-
ship in tropical countries (Blaser et al. 2011), making 
it difficult to enforce forest laws. Many U.S.-based 
businesses already possess the tools that will aid in  
enforcing laws against illegal logging, and the U.S. 
government should create opportunities for sharing 
this technical capacity. Countries working to reduce 
illegal logging can benefit from expertise in remote 
sensing, chain-of-custody systems, data gathering, tim- 
ber fingerprinting, material flow analyses, and cross- 
governmental coordination. By providing technical  
support for these efforts, the United States can help 
countries improve their enforcement systems (Con-
treras-Hermosilla 2011).

Policy Recommendations
C h a p t e r  f i v e
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Market-based Approaches
Because the Lacey Act is one of the best ways to ensure 
that illegally sourced wood is not allowed to enter the 
U.S. market, the U.S. government must adequately 
fund its effective implementation and enforcement, 
providing agencies with the resources needed to do so. 
The markets need time to adjust to policies aimed at 
reducing illegal logging, so measures such as the Lacey 
Act must be given sufficient opportunity to create 
positive change (Li et al. 2008).
	 The U.S. government should also promote inter-
national policies and partnerships aiming to adequately 

and sustainably meet global wood demand. If demand 
for wood is higher than supply of legal wood, it is  
likely that illegal materials will fill the gap. This can 
happen, for example, if production rates cannot keep 
up with processing capacity—as is the case in Indone-
sia, where the legally allowable limit on how much 
wood can be cut is only about 22 percent of the coun-
try’s processing capabilities (Kishor and Damania 
2007). The U.S. government can share technical ex-
pertise on creating plantations on degraded lands, 
which would allow businesses to meet wood demands 
without causing new deforestation.

Incentive-based Approaches
Illegal loggers and wood traders will only stop their 
activities if they are assured that illegal activities are 
less profitable than legal ones (Ebeling and Yasué 
2009). Therefore, policy changes that affect the incen-
tives for illegal logging, rather than simply addressing 
the symptoms (such as bribery), will ultimately be the 
most effective (Kishor and Damania 2007). By creat-
ing strict and expensive fines, the Lacey Act is work-
ing toward this end. The U.S. government should also 
encourage producing, processing, and consuming  
nations to create policies that make it easier to iden-
tify and catch illegal loggers and wood traders, and to 
impose expensive fines on them. 
	 Businesses need market signals that encourage  
investment to ensure their part of the supply chain is 
legal. Policies and incentives that promote good  
management practices are critical. Companies and in-
dividuals who believe their forests are an investment 
will take better care of them (Felbab-Brown 2011). 
Supporting certification systems, funding policies to 
reduce deforestation, and promoting deforestation-
free businesses are all critical for protecting tropical 
forests. Therefore, all businesses in the supply chain 
(see Table 2, p. 6) should demand legal wood.

Conclusion
The United States’ leadership in enacting the Lacey 
Act was an important step forward in helping to end 
devastation of the world’s tropical forests, improve the 
livelihoods of forest-dependent communities, increase 
consumer confidence that their purchases are legal, 
and bolster the competitiveness of the U.S. wood pro-
ducing and processing markets. Congress can sustain 
the U.S. wood industry, reduce destructive logging 
practices, and help Americans make sustainable con-
sumer choices by supporting and funding implemen-
tation of the Lacey Act. 

Any strategy aimed at 

addressing the problem of illegal 

activities needs to be holistic and 

include a wide range of policy,

 legal, institutional and technical 

options in order to discourage 

illegal activities and facilitate 

legal behavior. 
(FAO 2005)

International efforts to reduce illegal logging can help avoid 
problems such as the edge effect (shown above), which increases 
forests’ vulnerability to wildfires and biodiversity loss.

 D
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Illegal logging and the associated trade of illegal wood products is a clandestine industry that threatens forests 

and economies. It can degrade forest ecosystems and increase vulnerability to complete deforestation. Illegal  

logging generates trade distortions by depressing world timber prices and reducing the competitive advantage 

of legal loggers and producers. Furthermore, these practices threaten the reputations of legitimate forestry pro- 

ducers and discourage sustainable management practices. 

In 2008, Congress passed amendments to the Lacey Act to extend the law’s jurisdiction to illegal plants and plant 

products, including wood. By closing the U.S. market to illegal wood products, the Lacey Act plays an important role 

in strengthening economic opportunities for legal and legitimate wood producers—both in the United States and 

abroad. This law helps lay the groundwork for additional reforms that reduce illegal logging, promote sustainable 

forestry, improve forest management decisions in local communities, and create long-term development 

opportunities.

The Lacey Act amendments marked the world’s first-ever law prohibiting trade of illegally logged wood products. 

Supporting the implementation and enforcement of the Lacey Act is critical to promoting an environment of  

forest conservation, legal logging, and sustainable management worldwide.
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