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Introduction.

40% of the timber exports from Estonia are illegal, and this is a serious problem for Estonian forestry and for the many Scandinavian companies permanently using Estonian timber. 

Table 1. Main export partners for Estonian timber and wood products in 2001, % from export volumes  (Estonian Statistical Office 2002).

	Country
	%
	Country
	%

	Finland
	19
	Netherlands
	3

	Sweden
	18
	US
	2

	Germany
	11
	Ireland
	2

	United Kingdom
	10
	Poland
	2

	Denmark
	7
	Egypt
	2

	Norway
	6
	Italy
	1

	France
	3
	Belgium
	1


The forestry statistics and regulations are clearly insufficient in Estonia; therefore, it is very difficult to study or to describe forestry or shadow forestry. Because of insufficient information and analysis, it is also very difficult to regulate forestry and resource management. 

The objective of the current paper is to describe areas and activities of illegal forestry and timber processing in Estonia and to give rough estimates of amounts of illegally produced timber. The aim is to start a discussion and to initiate more concrete studies on this issue. The most important objective is to develop a strategy for improving the performance of our forestry. The Estonian Green Movement-FoE would be grateful to acknowledge if anyone could specify or disprove the upper mentioned figures; what we need is trustworthy data.

4. Definitions and problem

The problem of illegal logging (shadow forestry) is common in most of Eastern European and third world countries. Most of the international organisations define that illegal logging takes place when timber is harvested, transported, bought, or sold in violation of national laws or international conventions. There are four main types of illegal forestry: 1) forest theft and document fabrication; 2) violation of environmental and logging regulations; 3) violation of tax and employment regulations; 4) violation of international contracts and conventions. Timber which is produced using those methods is illegal. 

Illegal timber is a target of environmental NGO-s because the high level of illegal forestry activities shows that it is not possible to regulate or control resource use and environmental protection. Illegal forestry also generates new problems like corruption, organised crime, and illegal markets for forestry products. In Estonia and all Eastern European timber businesses there is typically a high level of corruption and organised crime. For example, both of today's Estonian governmental actors, the Reform Party and the Center Party have been sponsored by the timber industry or other actors of the shadow economy, and the governments of Eastern European countries are willing to support "easy forestry" with the aim to balance negative state budgets with raw material export. 

5. Missing governmental statistics

It is logical that no governmental statistics or estimates are available on illegal forestry. There are three main reasons for that. 

1) Most governments do not want to publish numbers or comment on the issue of illegal forestry. For instance, the head of the Estonian Forestry Board, Mr. Aigar Kallas, officially announced on the session of Forestry Development Programme (19.03.2002): "Official statistics show that illegal forestry is not a problem; the environmentalists can talk if they want, but there is no proof!" 

2) It is very difficult to make proven estimates or get interviews on illegal matter. 

3) The investigation and research of illegal forestry activities are dangerous. 

The quality of Estonian governmental statistics and organisation of the resource management is bad. The head of Forest Dept. Aaigar Kallas wrote in official answer to Estonian Green Movement-FoE (22.04.2002) "no estimates or statistics are available until today". For example, the official statistics of total felled volume in 2000 was 6.4 millions cubic meters (Estonian Forest Department); the more realistic statistical inventory of the State Forest Survey Centre estimated 11 million cubic meters. 

Because of lack of official statistics of different NGO-s, experts and research institutions are using simple and low budget methodologies, anonymous comments, and expert opinions for estimates of the rate of illegal forestry. The data and estimations used by Estonian Green Movement-FoE are generalisations of the data, available from the institutions of the Ministry of Environment, the Statistics Office, the Tax Board, the Business Registry and Press; also from thorough interviews with 4 forest district managers, 6 wood dealers, 2 truck owners, 5 farmers, and 2 forest survey officers. The material was collected and corrected during the Forestry Development Program and the Round Table of Illegal Forestry. Preliminarily compiled material has been corrected and commented on by Estonian experts. The Estonian Green Movement-FoE studied illegal forestry during the last 2 years; current estimates were updated in May 2002.

6. Estimate of the importance of illegal forestry

1) Forest theft - 5% of the felling volume

According to the data of the Statistics Office and the Environmental Inspectorate, the volume of detected forest theft is 1-2% of the total volume. In addition to detected forest thefts, a great lot of smaller thefts out of state and private forests remain undiscovered. A remarkably high percentage of these thefts takes place in the land parcels that have remained without owners due to the land reform. All together it makes up to 5% of total volume.

2) Inadequate or fictive documentation - 20% of the felling volume

It has been estimated that at least 20% of timber, produced in Estonia, has inadequately fulfilled or missing documentation, (Forestry Act Sections 23 and 33). These references are violated, and the documentation is occasionally tampered with, regarding the timber produced both in privately and state owned forests. Those references are important to detect the origin of timber and its legality. 

3) Violation of felling and nature conservation regulations - 20% of the felling volume

As a matter of fact, the Forestry Act of the Estonian Republic, with respect to determining felling regulations, is one of the most lenient ones in the whole world. Despite the lenience, 20% of the accomplished felling violates established standards and principles. The most frequent infringements are related to the violation of felling regulations, disturbing soil and biota, violation of forest restoration regulations (Sections 10, 11, 13, 14, 17, 18, 19 and 56 of Act). Those mentioned infringements can be detected first and foremost in privately owned forests (violations of felling standards, felling volumes and forest restoration standards, disturbance of soil, etc.); there are also some problems occurring in state owned forests. In many cases of serious violations against felling regulations or protected species/areas, the scheme of concealed personalities is often used as a tool to avoid fines or responsibility. 

Table 1. Official statistics about violations in forestry in Estonia from 1994 to 2001. The data covers only detected cases of forest theft and violation of some legal acts. The real number of cases  is estimated to be about 5000 and the volume of timber produced by shadow forestry to be 5 million cubic meters on 2001 (EGM, 2002).

	Year
	Incidents of violation of forestry standards
	Incidents of illegal felling
	Illegally felled timber, solid metres
	Losses, caused by violation of forestry standards, EEK

	1994
	797
	704
	22,802
	7,323,469

	1995
	1208
	1001
	38,150
	13,035,300

	1996
	671
	491
	18,691
	13,094,800

	1997
	621
	535
	26,026
	19,444,600

	1998
	604
	549
	35,155
	23,725,700

	1999
	1773
	
	
	75,810,495

	2000
	2267
	1681
	172,331
	116,707,604

	2001
	1981
	1006
	141,168
	92,250,692


4) Deceptions of employer's taxes and income tax - 50% of the felling volume

It is not a big secret how wages are paid for felling, transportation, and manufacturing the timber. The enterprises, which are cutting and sawing up both state and privately owned forest, are adopting widely used routine of undeclared 'envelope' wages. According to very modest calculations, this practice is reaching at least 50% of total wages, paid in forestry. The big share of undeclared 'envelope' wages (need for illegitimate funds) impels other illegal procedures, applied in forestry. The proportion of felled timber volume (13 million solid metres) and the number of job positions (approximately 6000-9000) are also indicating the utilisation of illegitimate labour power. After the FSC certification of the Estonian State Forests (1/3 of forest land) in March 2002, the situation is evolving better. 

The biggest tax frauds in Estonia are connected to income taxes. Owners have to pay 26% of income taxes and 33% of employees' taxes from sold timber. There is a chain of firms and methods offering schemes for defeating those taxes. Such schemes end up with off-shores, concealed personalities, and fictive management contracts. 

5) VAT frauds: using intermediates, off-shores and concealed personalities; assortment tampering - 15% of the felling volume

In conjunction with the amendment of the VAT enactment, being in force from April 2001, the situation has remarkably improved. Tax frauds, common to the whole business world, are continuing though; larger companies are operating according to off-shore schemes. Typical for shadow forestry in Estonia are the number of intermediate firms with unclear ownership, which helps to hide profits, real actors and launder money. Tax frauds in connection with exported production, including volumes and assortment tampering, are quite a different topic. For instance, Swedish environmental organisations have attempted to match Estonian and Swedish customs data (TRN, 2000). The volumes and assortment of goods, exported from Estonia and imported to Sweden do not match at all.

6) Overrunning the permitted annual logging limit approved by forestry policy - 40% of the felling volume

In addition to what has been mentioned above, the volume of felled wood (13 million solid metres in 2001) that is exceeding the maximum annual volume of timber utilisation, approved by national forestry policy, is 7.8 million solid metres. At the time when forestry policy was compiled, environmental organisations and experts suggested 5 million solid meters as the maximum acceptable felling volume, that should correspond adequately to the ratio of re-establishment of the natural conditions of the forests.

Summed up, the upper mentioned volume shall constitute 150%. In reality, the violations related with illegal forestry have a high overlap. According to expert estimate totals, about 40% of the timber produced in Estonia appears to be illegal in one way or another. The situation has become better after FSC certification of state forests, but until today the chain of custody certification is not developed in Estonia. This means that certified and legally produced timber from state forest can become illegal in the manufacturing stage in shadow forestry. 

