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Ladies and Gentlemen: 
 
Good evening!  First of all, I would like to express my gratitude to Mr 
Upton and all the roundtable organizers for the opportunity to speak to this 
magnificent group of people. I am very honored and very thrilled. 
 
Today I would like to touch upon four issues:  
 
No 1: How does China fare in the world timber market and what is the 
concern, outside and within China; 
No 2: Recent government actions related to forest product trade; 
No 3: Policy changes in China that have longer term impact both 
domestically and internationally; 
No 4: Some personal thoughts on future actions of Chinese government and 
international communities. 
Then I will be very happy to answer your questions. 
 
I. How to Position China in the World Forest Product Market, lets look 

at the facts: 
• From 1997-2005: 
• Total Forest Products Imports are more than trippled in roundwood 

equivalent term (40 mil m3 to around 140 mil m3); 
• Import value share in the world is up from 9% to 11% 
• But, import value share of Industrial Roundwood is more than doubled, up 

from 13% to 27% of the world total. (44 mil m3). 
• It is this Industrial Roundwood imports causing the most serious 

environmental concerns because some top supplying countries of 
industrial roundwood don’t have good image in forest management areas. 

• And the concern was highlighted by a recent “Economist” article: China 
Protects its Forests, Devours Others”.  As all of you know, protests and 
press releases in the similar line are often and in many places. 

• However, to be honest with you, such international strong voices against 



Chinese forest trade sounded somehow odd within China.  Here are some 
of the reasons (A Chinese perspective on forest trade): 

• The increased volume of forest products trade was first of all the result of 
free trade policy if you looked at the fact that in mid 1990s China set free 
the trade in most of the agricultural products (forests included) in 
preparation to its accession into WTO. 

• Majority of forest products manufacturers are small private businesses 
owned by farmers, some by Taiwanese businessmen, etc.  The 
Taiwanese invested wood manufactures are main forces in this trade 
triumph.  In the last two decades lots of Taiwanese capital have moved to 
mainland China to utilize the free trade policy and cheap labor. So, there 
is obvious displacement effect here.  Very few state owned companies in 
this business. 

• So, can we say the world market is the driving force behind the growth of 
this forest products trade? 

• Furthermore, 67% of imported timber has been re-exported as timber 
products (furniture, panels, etc.). US, Japan and EU are top three export 
market of Chinese timber products. 

• Furthermore, In the value chain, Chinese producers reap 20% of the total 
value only, compared to 75% by the final market consumers (US, Japan, 
EU). (wood supplying countries, i.e. Indonesia, gets 5%). 

• Now you know what I mean: from a Chinese perspective, in the forest 
trade business, we are not the fat and greedy yet.  We might be the big 
brother among supplying countries, but we are only a small cousin in the 
consumer market.  If there is environmental degradation, the 
responsibility should be shared by all consumers in this value chain, 
maybe proportional to the value distribution. 

II. Activities and Policy Changes Affecting Trade-What is being done in 
China 
In spite of these excuses, recently Chinese government, as some of you can 
see, became quite interested and active in the global dialogue against 
deforestation and illegal logging: 
• At the Political Level: 
• National leader has shown willingness in international cooperation. China 

has sent officials to various FLEG meetings. 
• There have been Bilateral agreement between China and Russia, 

Indonesia, etc; 
• The State Forestry Administration organized several Forest policy 
dialogues to discuss international and domestic strategy against illegal 
logging, etc. 



• At Operational Level, concrete actions have been taken, such as: 
• Wood imports from Myanmar was banned in 2006; 
• Technical assistance program to Myanmar border areas is launched to 

help plant trees in place of drug plantation 
• Chinese delegation visited Indonesia last December to further investigate 

forest use and trade process; 
• SFA sponsored a Trade watch and information exchange program to 

gather and disseminate trade information and raise awareness of public 
and business community on sustainability. 

 
What more China can do? 

Join hand with countries in the value chain to exchange information in 
order to cut down the scale of illegal trade; 

Educating Chinese companies working abroad to conduct business in 
environmental friendly way. 

Provide training and field trip opportunities to supplying country 
counterparts in order to disseminate experience of reform that is happening 
in China. 
III. Dynamics of Forest Policy in China with Impact on Domestic 
Production and Trade 
Inside China, dramatic changes happen everyday, but leading all the new 
changes is the newly launched forest tenure reform in rural China. 
 
In China, forestland is owned either by the state or by rural village 
collectives.  The Collectively owned forestland takes up about 58% the 
area and 32% volume. 
 
Historically, both state forests and collective forests are under tight control 
of the government in terms of management and investment decision, timber 
harvest and transaction. The main policy that regulate forest management is 
the logging quota system which applies nationwide, all types of producers. 
These two policy settings heavily reply on each other. 
 
Illegal Logging in Chinese Context means logging over the quotas or 
without quotas. Recent years this system is under heavy criticism, such as: 
 
The quota system limits owners freedom to optimize use on forest resources, 
therefore leads to low economic benefit for farmers and producers; The 
quota system lowers incentive of private sector in forest investment and 
conservation; And the government has to bear the increasingly higher cost of 



conservation (forest degradation, stealing, forest fires, etc.).  All these 
happenings are against general policy trends in China which are day by day 
more benign for rural areas and farmers.  Some kind of reform is called for. 
 
 
Therefore, Tenure Reform in Collective Forest Areas 
• Basic approach: Establishing farmer households as legal entity and basic 

unit of forest management 
• Redistribute collectively owned and managed forestland among village 

farmers and farmer groups with concrete rights. 
 
After the second round of tenure reform was done (2002-2006) 
• Larger share of forestland is now managed by household and farmer 

groups; 
• Bigger share of forest income for farmers; 
• In Fujian, the lead province in forest tenure reform, 3 times higher harvest 

level, illegal before but legal now 
• Afforestation by farmer households also increased; Can we say 

sustainability?  Too early to conclude, but the trend is promising. 
 
• Furthemore, government found that logging quota system has to change to 

suite for the new tenure system, in which, suddenly a million more forest 
owners.  Now a more flexible logging quota system is under design and 
people predict that this system will become void pretty soon. 

 
Basic Lessons from China 

Sustainable forest management in developing country like China requires 
comprehensive institutional reform, especially tenure reforms, not simply 
better law enforcement. 
 
Chinese government realized that strengthening logging regulation has not 
been the right policy, therefore they shift efforts toward a flexible and a more 
decentralized management system. 
 
I dare to predict that the needs for a new regulatory system in a number of 
supplying countries are similar.  International organizations may find it 
useful to make Chinese experience and lessons widerly accessible.  And, 
China also can learn more about what is happening in other major forest 
countries in order to avoid mistakes and increase effectiveness of the reform.  
International organizations can help bring all these experiences and lessons 
into China and they will be very welcome. 


