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Forests and Conflict:
The financial flows that fuel war

ABSTRACT

Many resource-dependent countries seem cursed. Logging has fueled conflict in (at least) Burma, Cambodia,

#1 OA Ad) Ol EOAhR OEA $Ai T AOAOGEA 2APOATEA T &£ #11Cih AT A I
sanctioned timber in 2003 as a means of staunchinthe flow of revenue to the belligerents. This paper

examines the major pathways that revenue from forestry can contribute to the outbreak, escalation and/or

continuation of armed conflict, including:

72 Fueling corruption, which undermines economic develpment.

72 Purchasing arms and materiel, as well as trading timber directly for arms.

73 50ET ¢ 1T CCEITC TPAOAOT OO8 OAAOOEOU &£ OAAO AO i EI EOQOEA
72 Facilitating money laundering and other financial crimes.

Even after peace agreements, fragile states remain s§ged due to: contested land ownership, including

overlapping logging-concession claims; reporting systems that do not provide timely and accurate

information; speculators that bid on concessions hoping to later sell them for profit; and an overall lack of
AAPAAEOU OEOI OCEI 66 Oi AEAOUh xEEAE AAT AA Agbi i EOGAA AU
deal with these stresses can have dire effects: more than a third of countries recovering from civil war revert

to conflict within a decade, ofte because belligerents gain revenue from the illicit exploitation of natural

resources. Fortunately, postonflict countries can leverage the urgency associated with the crisisand the

concomitant boom in financial and technical assistanee and achieve rafid, visible progress while building

durable institutions. However, such reform may be undermined when governments turn to forestry to

provide instant? and generally exaggerated expectationsofOA OAT OA AT A ET Adh DOOOOEI ¢ C
compromise longerterm goals. Thus, when governments fail to deliver on promises, at minimum, valuable

trust is lost, revenue for povertyreduction strategies is unavailable, and at worst, the same natural resources

that first fueled the war may cause it to morph into renaed forms of criminal violence.
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Forests and Conflict:
The financial flows that fuel war

Executive Summary

Resourcedependent countries seem cursed. Civil war is strongly correlated with a

AT O1 OO U dpomaty &xpdets to GDE, and lootable commodities, like precious metals

and rough diamonds, appear to prolong conflicts, once started. Even forestry can fuel

conflict when belligerents control territory rich in timber and if they can provide sufficient

seaurity to allow operations to log and market the timber. As discussed in this paper, it
APPAAOO OEAO 11 CCETC EAO POIT1TTTCAA AT 1T &£ EAO
Democratic Republic of Congo, and most notably in Liberia; indeed in 20@Bnber from

Liberia was sanctioned by the UN Security Council as a means of staunching the flow of
revenue to the belligerents involved in that regional conflict.

This paper examines the stresses that the forestry sector places on a country, thereby
increasing the risk of violence. In particular it describes the major pathways that revenue
from forestry can contribute to the outbreak, escalation and/or continuation of armed
conflict, including:

1 Forestry fuels corruption, e.g., logging operators bribe (care extorted by)
politicians and bureaucrats to circumvent the allocation process, avoid forestry
regulations, evade taxes, and elude punishment. This corruption, and the attendant
impunity, undermines rational management and economic development, and tbu
increases the risk of conflict.

1 Revenue from forestry is used directly to fuel conflict, e.g., belligerents use money
taxed or extorted from loggers to purchase arms and other materiel.

1 Logging operators participate directly in the conflict, e.g., logge traffic weapons, in
some cases trading timber for arms.

1 The security forces paid by logging operators participate directly in the conflict, e.g.,
as militia units.

1 The forestry sector facilitates money laundering and other financial crimes.

Not all conificts involve all these stresses, or even conflict timber at all. But where
belligerents can secure forestich territory and the trade routes to market the timber, then
some combination of these stresses can help push a country into civil war, or at leas
prolong the conflict once begun.

After an examination of the stresses generated by the sector, the paper then discusses the
capabilities that countries have to deal with these stresses. Countries where conflict
timber is important appear to share a numier of characteristics:

Land ownership is contested, often violently. Indigenous ownership to communal land is
unrecognized. Even private ownership can be contested when those forced off their land
during the war return to find others have taken up residace or use. Once the conflict is



over and security returns, fights over forestrights can be especially fierce if the rights
holders stand to profit from logging if they can regain control of their forests.

Rights to logging awarded during the conflict Be also contested, especially when

overlapping claims exist for the same concessions. Overlapping claims are generally the

result of the corrupt allocation of logging rights, often awarded as patronage for loyalty or

for providing crucial assistance, likefacilitating the delivery of weapons shipments.

Resolving this lack of legal clarity will likely require a formal review. (In cases involving

conflict timber, the review should go beyond an analysis of legal rights, and should examine

the behaviour of the logging operators and the forestry officials. Egregious violators should

AR OAI T OAA &£O01i OEA OAAOTI Oh OAOEAO OEAT OEOE
lessons learned during the concession review about past behaviour can help inform the

type and sequencing of measures necessary to reform the sector.

Achieving such reform will be difficult, not least because years of conflict will have left

society broken, requiring the rebuilding of government, as well as the private sector and

civil sociA O U 8 AEEO |1 AAE T &£ AAPAAEOU AAT AA A@bil E(
OAOOGET AOGO AO OOOAI 8 AT A xEi1h OEAOAAZEI OAh 1T AOO
measures in ways that can reward good actors is paramount in order to block spoilers and

AGEI A OEA TAAAOOAOU OPI 1T EOEAAT xEI 18 £ O AEAI
In particular, if civil society is to play an oversight role, and thus, generate a constituency

for change, then civil society must be supported, both domestically and by international

institutions. This support must include protection when spoilers attack them.

Reporting systems must also change to increase transparency so as to deliver accurate,
timely information. This transparency is necessary, albeit not necessarily sufficient, to hold
government accountable. Accountability will make it more difficult for corrupt officials,
especially where as part of peace agreements transitional governments are composed of
the former warring factions who hold ministerial positions.

A failure to deal with the stesses can have dire effects; more than a third of countries
recovering from civil war revert to conflict within a decade, often because belligerents are
able to gain revenue from the illicit exploitation of natural resources. When the UN
Security Councilsanctioned timber from Liberia, it recognized the limitations in the

AT 01 OOUG O AAPAAEI EOU OiF AAAI xEOE OEA OOOAOOA
persist even after the conflict had officially ended. It was three years after the end bkt
war that the Security Council finally lifted the timber sanctions. Those three years were
vital in building the constituency for change and, thus, changing the expectations for the
forestry sector. The sanctions were also critical in generating the puocal will to

undertake the reform measures, most of which was opposed by the spoi&ctions in
Liberian society.

Fortunately, post-conflict countries have a sense of urgency, and reform efforts can
leverage this urgency (and the boom in financial dithat is often connected to the crisis)
and build expectations for change. But there is a tension between achieving rapid, highly
visible progress versus building durable institutions. This is especially felt in the resource



sector, which governments fel they can tap to provide instant revenue, and perhaps more
importantly, employment (of ex-combatants, if possible), despite the fact that these were
the very same resources that fueled the conflict in the first place. Governments are
tempted to overestimate what the forestry sector can provide, in the hopes of immediately
helping fund the treasury and alleviate poverty. But a failure to meet projections can
undermine confidence in reform efforts and trust in government, alienating the population
and driving away cautious, riskaverse donors.

And just as trust must be built within society, the forestry sector must build confidence
within the international marketplace that the old ways of conflict timber are gone, and a
new legal framework has been adopted Responsible consumers will want to know that
their purchases are not fueling a resumption of conflict. Here, new legislative
environments in consuming countries will help move the sector to legality by reinforcing
local laws, e.g., the US Lacey Act thmakes it illegal to import illegal timber in the USA),
AT A OEA %#60 611 O1T OAOU 0AOOT AOOEED ! COAAI AT 0O
agree to verify and license all timber shipments as being legal, while European Customs
agents bar entry to d unlicensed shipments from these countries). However, such a
responsible forestry sector within postconflict countries will need to be developed. Given
that few loggers operated during the conflict (because their safety could not be
guaranteed), mostwill be unfamiliar with the evolving marketplace and these new
consumer demands. A great deal of education will be necessary.

Unfortunately, in most postconflict situations, finding a responsible private sector is
unlikely to be straightforward. Asidefrom the issue of overlapping concession claims,
many of those investing will not be loggers, but merely speculators, anticipating that with
peace and stability, the value of a logging concession will increase dramatically. The
government will need the @pacity to determine which operators are able to comply with
the requirements for production in their concession agreements and those that are not.
Those that are noncompliant will provide neither the money needed by government for
reconstruction, nor the jobs. If the government does not have the capacity to enforce
contracts, or finds it politically difficult in the tense postconflict environment, then they
should consider outsourcing (at least temporarily) these regulatory functions.

Governments needo demonstrate their commitment to reform (and that they are fulfilling
this commitment). Successful recovery depends on it. For resourdependent countries,
the economies of democracies grow faster than autocracregprovided that their countries
are governed on the principles of good governance:

Transparency that helps lead to accountability and enforcement;

Effective legal and management regimes, including economic efficiency, appropriate
incentives, and conflict management;

1 Quality administration, including anti-corruption, and monitoring and evaluation;

1 Participatory management, including equitable benefitsharing; and,

1 The fundamental implementation of rule of law.

1
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growth? AT A Ol 1T x AATTIT I EA COI xOE EO 1 holitytogedl 1 AOCA
with the risk of conflict. Therefore, in order to escape any curse posed by a wealth of

natural capital, postconflict reform must be focused on developing good governance. A

durable peace depends on it.
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Introduction

Logging can give rise to localized conflict over issues such as a failure by companies and
government to recognize and negotiate with local communities over rights to lanand

resources; the setting of conservation priorities; pollution; and the sharing of logging

revenue and other benefitd. In many cases, this conflict can become violent; at presehis
includes: Burma, Colombia, Céte D'lvoire, Democratic Republic ofdélCongo (DRC), India,
Indonesia, Liberia, Mexico, Nepal, Philippines, Sierra Leone, Solomon Islands, Sudan, and
Ugand&. For example, private security forces associated with logging companies in Riau,
Indonesia, violently attacked local people protestinghe perceived invasion of community

forests by logging companies without fair compensatioh From Amazonian Peru to Eastern
Madagascar, government forestry offices have been burned down, allegedly in protest over
OEA CT OAOT 1 AT 060 Adgyod Thi Qioledde unideknmir@s ridd of l&dvGAdl T 1
may aggravate grievance among victims that can be enflamed into violence against the

state. This paper focuses on a subset of violent conflict that has the most profound affect

on peace, stability, and deMepment? what is increasingly recognized asonflict timber,
thatis, E1 AAO OEAO EAO OAI 1 OOEAOOAA O1I OEA 1 OOAOAA
AT 1 £ EAOGS

2Wilson, E. 2009. Comparyed approaches to conflict resolution in the forest sector. The Forest Dialogue.

3 According to CIFOR (2010Factsheet: Forests & Confl)¢in the past two decades there have also been
violent conflicts in the forested regions of Angola, Burundi, Cambodia, Central African Republic,
Guatemala, Mozambique, Nicaragua, Peru, Republic of GonRwanda, and Surinam together these
countries account for about 40% of the world's tropical forest and over half of all tropical forest outside
Brazil.

Daivd Kaimowitz, an external advisor to Profor, has noted that this timbeviolence nexus can alste found in
Bangladesh (Chittagong Hills), Bosnia Herzegovina, Fiji (timbeelated coups), Lao PDR (hill tribes),
Pakistan (North-west Province), Senegal (Casamance), Sierra Leone,

4 Harwell, E. 2003 Without remedy.Human Rights Watch; and many other siilar examples found in ARD.
2003.

5 Powers, M. 1/7/2002.Peru forestry law triggers violent protests& 8/9/2002. Peru: illegal loggers invade
Indigenous AreaEnvironment News Service. And: Environmental Investigation Agency & Global Witness.
2009. Investigation into the illegal felling, transport & export of precious wood in Sava Region, Madagascar.

6 This definition for conflict timber was offered by the President of the Security Council. 2007.
S/PRST/2007/22. (Where armed conflictis generally definedas>25 battle-related deaths per year in a
conflict where one of the belligerents is the State.) Note: Global Witnesses a slightly different definition
of conflict resourcesi.e. those whosesystematic exploitation and trade in a context of conflictontribute
to, benefit from, or result in the commission of serious violations of human rights, violation of
international humanitarian law or violations amounting to crimes under international law (Global
Witness. 2009.Lesson UNLearnediow the UN andMember States must do more to end natural resource
fuelled conflicty. In a report for USAID by ARD (2003)%onflict timberi AAOOO xEAT OAT T AAOAT 60



Forests and Conflict: the financial flows that fuel war

In particular, the paper examines the stresses related to the financial flows from the
forestry sector that increase the risk of conflict for a given country. The paper further
examines the characteristics of fragile states and the reforms intended to improve the
capabilities of countries to respond to these stresses, as well as protect forearsd forest
livelihoods.

Much has been written about the link between natural resources and conflict. Overall the

data suggesthat the ratio of primary exports to GDP is strongly correlated with the onset

of civil war’, and that this reliance, especially T OT AAT 1T AA O1 11 OAAT A AT
forests, that do not require high technology for extraction, prolong such conflictsDe Jong
etaPOOAOA OEAO OZI OAOOO AT A AgOOAT A ATd1 KEAO (A
guarters of Asian forests, twethirds of African forests and onethird of Latin American

£l OAOGOO EAOGA AAAT AEEAAOAA AU OET BAAT ®EADI RBAO
ETi A O 17T OA OEAT tnbkb 1T £ OEA x1 Ol Adt@picAlOT DEAAI
forests are loated in areas that over the past two decades have been subject to violent

AT TKEAO8S

A review for the US Agency for International Developmeffticoncluded that conflict timber

is facilitated by inadequate financial controls, ambiguous and/or unrecognized lan@nure,

and the use of state security forces to protect logging operators. Nonetheless, belligerents
APPAAO O DPOAEAO O1 A@gPiITEO T OEAO Ail4tisi AEOU A
bulk, low value for weight (compared to other, more lootable, cnmodities, such as

precious metals or rough diamonds), and relatively high extractions costs, both technical

and financiak makes it difficult to smuggle. However, if the belligerents are able to control

territory rich in forests and the transportation routes necessary to export the timber, then

the exploitation of timber can, and indeed does, fuel conflict, most notably in Liberia, West

Africa, under Charles Taylor (as will be discussed in this paper).

Upon closer analysis of the general trends acrosswatries and conflict, however, the
pattern with respect to forestry appears complicated. There is a weak trend in increased
outbreak of conflict with increasing value of timber exports, and since the end of the Celd
War, the more forest area, the longer th conflict, especially if there are other natural

and sell or barter trees (and other forest resources) to obtain weapons and otherAAT O T £ xA086 ! 2
2003. Conflict Timber:Dimensions of the Probleimn Asia and Africg.

7From a dataset of 98 countries and 27 civil warsCollier, P, Hoeffler, A. 19980n Econorit Causes of Civil
War. Oxford Economic PapersOxford University Press. 50(4):563673; 2000.Greed and grievance in civil
war. Policy Research Working Paper Seriez355, The World Bank

8 Ballentine, K, Sherman, J. 2003. The political economy of armed conflict: beyond greed and grievance. Intl
Peace Academy. Ross, M. 2004. What Do We Krdwut Natural Resources and Civil War? J. Peace
Research. 41:337356.

9 De Jong et al. 2007Extreme Conflict & Tropical ForestSpringer.
10 ARD. 2003.
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resources available for belligerents to exploif. When Rustadkt al examined the data based
on where the conflicts actually occur (instead of aggregated, at the countlgvel), then
forested areas closera the ocean (and therefore access to marine transport) tended to be
associated with longer conflicts. But this trend was driven by the presence of conflict in
just a few countries:Burma, Papua New Guinea, Senegal, and Bangladesh. Thus, Restad
al conduded that while forests clearly fuel conflict in a number of countries, it may be too
soon to make any generalizations about the role of forests in conflict.

Although the effects of timber on conflict are complex, there are clear trends in the way the
governance of natural resources, including timber, affects economic growth, peace, and

stability. Forresource-dependent countries, the economies of democracies grow faster

than autocracie® provided that sufficient restraint on political power exists®, but where

OEAOA OAEAAEO AT A AAI AT AAOGBdh j OOAE AO A EOAA
democracies actually lag dictatorships in economic growth; and growth itself has a strong

role in reducing the risk of conflict®. Thisunderlines the significane, and the need for

tackling the relationship between illegal logging and weak governangé&igure 1)? a

vicious circle of corruption and mismanagement.

This paper useghe civil wars in Liberia (between 19802003), and their spillover to Sierra

Leone, Gundh AT A #EOA Ad) O1T OEAnh O AgAi ET A OEA ETC
by the forestry sector that increased the risk of conflict in the regionTo contextualize

Liberia into a larger framework and thus, enable more generalizable conclusions about the
mechanistic way forestry influences conflict, the paper first outlines a generic description

of the forestry sector and the opportunities therein ér criminal enterprise.

In the next section, the paper examines the majatresseghat influence the risk of conflict.
It highlights, with examples, how:

91 Forestry fuels corruption, which undermines economic development and thus,
increases the risk of onflict;

Revenue from forestry is used directly to fuel conflict;

Operators in the forestry sector participate in conflict, such as trafficking weapons;
The security forces of logging operations participate directly in the conflict; and,
The forestry secta facilitates money laundering and other financial crimes.

= =4 =4 =

In the second section, the paper examines tleapabilitiesof countries to deal with these
stresses. Where capability, such as enforcement, is weak, the risk of conflict will rise. An
assessmenbf these capability issues is the first step in developing a strategy for
comprehensive reform of the sector in order to reduce the likelihood that timber will

11 Rustad et al. 2008Foliage and fighting: Forest resources and the onset, duration, and locatiarivifwar.
Political Geography 27:761782; exportsbased on FAOSTAT trade data (which is highly problematic as it
may dramatically undervalue theinformal sector and smuggling)

12 For those countries with >8% of GDP from natural resources

13 Collier, P. 2@7. The bottom billion: Why the poorest countries are failing and what can be done about it.
Oxford Univ. Press.



Forests and Conflict: the financial flows that fuel war

undermine peace, security and economic growth. Ultimately, the paper emphasizes the
need for reform to be based on good governance in order to reduce the risk that forestry
will fuel conflict.

Figure 1 The relationship between governance and illegal loggiry
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TI = Transparency International Corruption Perceptions IndexThe size of the circles represents the volume
of suspect log supply, including imports.

In the final section, the paper examines thexpectationssurrounding the forestry sector in
conflict-prone countries and how they can be managed to increase thepadilities, and

thus decrease the vulnerability of countries. This is crucial in developing the constituency

Al O OAmi O0i AT A AOGEI AET ¢ OEA AgbAAOAOEI T O OEAOD
conflict, will no longer be tolerated.

The stressorscapatilities-expectationsframework mirrors the framework that the World
"ATE xEIl OOA EI EOO ¢mpp 7101 A $AOGATIT BIATO 2

OAAOOEOUR AT"AItiétAelnkentioritHathtis @dper®will provide the WDR with
an understanding of the context in which the forestry sector fuels conflict. To achieve this,

14 From: Seneca Creek Assoc. 2008.) 1 1 ACA1 6 , T CCET ¢ AT A "1 TAAl 71T A -AQEA
the U.S. Wood Products Industry. AF&PA.

15WDR concept note. 2010.

16 Along with its four companion pieces onThe sociceconomic impact on local communities of interventions,
such as UN sanctions, to prevent conflict timbeMacro-economic policy reforms for the forestry sector in
conflict-prone regions; Financial regulations to combat conflict timber; andihe role of organized criminal
networks in connection with conflict timber.
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the paper begins with a generic examination of the forestry sector and the multiple
pathways in which criminal activity can undermine forest management and, thus, stressa
Al O1T OOUus O AAPAAEI EOU O1I AAAlT xEOE AiI 1 £ EAOS

Loggingg the commaodity chain & criminal opportunities

There are five major components involved in the forestry sector (Figure 2)The first is the
Licensing/Regulatory Chain , where the rules (the policies, which are codified in law and
regulation) are made. This is also where regulators allocate the right to log.

The next step is theTimber Supply Chain , which include the steps from logging through
transport, processing andsale, and which overlaps broadly with theRevenue Chain,
where fees/taxes are collected for the government, and through which operators receive
financing.

Overarching the sector is theReporting Chain, where loggers and regulators document
operations, ard civil society provides oversight, and thé&enforcement Chain : when rules
are violated, operators are punished through administrative penalties and/or the courts;
i.e., transparencys necessary (although not in itself sufficient) folmccountability.

Within the forestry sector, government actors include:

1 Legislatorswho set policy through legislation and may also, ratify concession
agreements.
1 TheExecutive:
0 The President and Ministries: such as the Ministry of Finance and the Forest
Service;
o Law Enforcement: including the Police, Customs, and in some cases the
Military; and,
o Prosecutors: the Ministry of Justice and the Attorney/Solicitor General.
1 TheJudiciary,who interpret the rules and adjudicate cases.

Within the sector (Figure 2), criminal opportunities are plentiful, especially throughillegal
logging* facilitated by corruption (i.e.,the misuse of entrusted power for private gain).
Operators may bribe government actors, who may themselves, conversely, extort operators
in order to allow them to conduct otherwise legal logging, processing, and sales. Indeed,
even in pursuit of the most bag requirements for logging,criminal opportunities are

17 Defined as the harvesting in excess or without authorization, and/or without paying fees/taxes.

5



Figure 2: A generic representation of the forestry sector and its  constituent chains 2.
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18 From: Transparency International. 2009. Manual: An analysis of corruption in the forestry sector.
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Figure 3: A generic representation of the four most important factors involved in forestry
and a sample of the criminal opportunities presented in the conduct of business.
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multiple (Figure 3).That is, at its most basic, logging requires labour; money; machines;
and trees:

And the criminal opportunities are, for exampleJabour: Logging companieg that prefer to
use an outside workforce that they believe are more easily controlled antbt be distracted
by local social obligations and labour requirements (such as farming) may violate
immigration laws and smuggle(sometimes traffic)*skilled, and even unskilled labour, to
work in the forest. Likewise, unscrupulous employers may violateorkers rights, denying
them fair wages and a safe work site.

In obtaining financing, operators may defraud investors, and illegal operators will have to
launder the profits of crime, often through the legitimate global banking network.

In obtaining machinerynecessary for logging, operators may buy looted equipment, and
evade tax by underdeclaring the value of imported equipment.

In obtaining accesgo the resource (in this case fibre from trees), operators may use their
armed security forces to ntimidate locals into allowing logging in their community forests.
Moreover, illegal activity tends to attract the attention of organized crime, such as human
drug-, and weapons trafficking®.

19 Article 3(a) of the Protocol to Prevent, Suppress and Punish Trafficking in Persons defingsfficking in
Persons as the recruitment, transportation, transfer, harbouringr receipt of persons, by means of the
threat or use of force or other forms of coercion, of abduction, of fraud, of deception, of the abuse of power
or of a position of vulnerability or of the giving or receiving of payments or benefits to achieve the msent
of a person having control over another person, for the purpose of exploitation.

2081 OCI A0 &AOAESO PAPAO xEIl DPEAE Ob 11 OEA TA@GOO AAOxA,
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In the next section, the paper provides examples of these wrinal activities. The point here
is that the fundamental structure of the sector allows unscrupulous operators multiple
points to gain the proceeds of crime. While timber may not be the preferred commodity of
choice for all belligerents, where the condibns allow for profitable exploitation, logging
operations in conjunction with other criminal networks, can be used to consolidate control
over the forest estate, thus generating revenue to fuel a continuation, or even enlargement,
of the conflict.

Stresses

O, EAAOEASO &I OAOO OAOI OOAAO EAOA AAAI
xAAl OE AT A PI xAO A O i AOAGAAOO AT A OE

--- 2005 Forest Concession Review (FCR) Committee Repog Phase Il

Liberia constitutes themost extreme case of timber fueling confliét. First, unlike many of
its neighbours, Liberia is forestrich? Liberia has half of the remaining tropical rain forest
ET 7A00 ' #OEAAh xEEAE EO 11 A % Zcobdkdthowgh O AGO o
transportation within the country is extremely difficult due to a lack of infrastructure (few
roads and bridges, much less railways) and a lack of navigable rivers (due to abundant
rapids), the country is relatively small and has three ports that are sufficrgly functional to
export timber. Third, markets for Liberian wood existed, even during the conflict. (France
was an important purchaser of timber throughout the conflict period, as was neighbouring
# EOA K% FaithEad Will be described hereirthose controlling the forest territory
were able to provide sufficient security for loggers, who were then willing to invest and
operate. In comparison, the Democratic Republic of Congo (DRC; which has much more
forest? half of the remaining forest within all of Africa (and a biodiversity hotspot itself)
was unable to provide sufficient security for logging during the conflict and the hauling
costs extreme, and timber was not a major factor in fueling wét

21 ARD. 2003.

22 Globally, these 34 hotspots represent areas that contaif6% of t he wor |l dés most threat
and amphibians, while covering just 2.3% of the Earth

23 UN PoE 2003 on impact of sanctions S/2003/779

24 ARD. 2003.
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The relevant context for Liberia

The Republic ofLiberia was founded in 1822 by freed slaves from the USA. The

AAOAAT AAT OO0 1 FAEGROEAT @61 AGEAT 1T AOGAO Al i1 BT OAA i
population) governed the country exclusively for almost 160 years, until theloody coup of

1980, which was launched by a group of indigenous soldiers, lely Sergeant Doe.The

coup was widely seen as aulmination of grievances regarding inequity and discrimination

against the indigenous population.Poverty and a lack of accountable government

undermined peace ad security>» ET  Z£AAOh OEA OAOI OCOI xOE xEOQEI
coined to describe Liberi&>.

$1T A0 Ccl OAOT i AT Oh ET xAOAOh OAPEAI U AAAAI A A E
effectively ceased to function. Doe survived a coup in the m8Ds, but was killed when

civil war broke out in 1989, when Charles Tayloand his National Patriotic Front of Liberia
j.0&,qQ ET OAAAA |, EA AShEeAhenEDdrih hagexp@rfencéddepdaied O A 8
outbreaks of violence, even after a ceadee in 1996 that led to the direct election of

Taylor as president. Recurrent conflict spread throughout the region, engulfing Sierra

, ATT AR #EOA Ad) Ol O Avng MihdfedsDfAhouBdhdside®d or dplacddA h 1 A
and many more victims of serious violations of human rightS&. Taylor himself was

ultimately driven from power when the rebel groups Liberians United for Reconciliation

and Democracy (LURD), and later the Moweent for Democracy in Liberia (MODEL),

ET OAAAA EOT 1 ' OET AA Al Aarelafiv®deacd dap iy «olelred OA OB A A
in 2003, when as part of the negotiated settlement, Taylor fled to exile in Nigefia

Here, the paper focuses on the role dbrestry in fueling this conflict. In this context, two
periods are important. In the civil war between 19891996, the rebel Taylor and his NPFL
controlled most of the territory of Liberia, especially the forests outside the capital,
Monrovia. Later (197-2003), Taylor, as president, controlled the entire state apparatus.
In both periods, timber played a significant role in his desire and ability to control territory
and the means to conduct war. Nonetheless, it was not until 2003 for the UN Security
Council (UNSC) to overcome the objections of France and China and impose sanctions on
the import of forest products from Liberia®®. Bythis time, most of the Liberian economy
had collapsed due to a lack of security, looting of operations, and the withdrawaf all but a
few risk-tolerant investors. Given the economic collapse, the forestry sector represented
25% of GDP and half of export earning$

25 Clower, R. et al. 1966. Growth without Development: An economic survey of LikeerNorthwestern Univ.
Press.

26 | jberia TRC. 2009.

27 Taylor is now on trail at the Special Court for Sierra Leone for crimes against humanity.
28 S/IRES/2003/1478

29 IMF estimate. 2004.
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In 1992, the UNSC sanctioned all weapons shipments to LibefiaDespite the embargo, the
war spilled over in Sierra Leone, which was itself sanctioned (initially prohibiting arms and
oil imports, starting in 1997%). In 2000, the UNSC sanctioned the import of rough
diamonds from Sierra Leoné&and, in 2001, from Liberia, in an attempt to stem the flow of
money tothe belligerents and thus, quell the violencE€ The UNSC took a further step to
sanction the travel of individuals thought to be a threat to regional peace and security In
2004, these sanctions were increased to freeze the assets of Charles Taylorfdmsily and
close associates, including a number of individuals and companies associated with arms
trafficking, to stob O Efildrh usi®g misappropriated funds and property to interfere in

the restoration of peace and stability in Liberia and the subegionG®.

)T ¢mmoh A #1101 DOAEAT OEOA 0AAAA | COAAT AT O EAA
and the two rebel forces. As part of the agreementNational Transitional Government of
Liberia (NTGL) was formed in which the government ministries were divided awng the
three warring factions. MODEL was given both Ministry of Mines and the Forestry
Development Authority (FDA the government institution managing forests in Liberia)

As part of the postconflict engagement, in December 2003, the US embassy in Mwmna
arranged a workshop for local stakeholders to develop a roadmap to meet the conditions to
lift the UN timber sanctions, and more generally, to map out a plan for the comprehensive
reform of the forestry sector.To minimize the risk that forestry would fuel a resumption of
conflict, the UNSC insisted on three general conditions before timber sanctions could be
lifted:

1 security established throughout Liberia;
1 money from logging does not fund conflict; and,
1 the government must manage the forest to ense its legitimate use®.

Although forestry was not initially on the agendaat the first donors conference on Liberia,
held at the UN in New York in 2004, the NTGL and the US governmestablished the
Liberia Forest Initiative (LFI) to coordinate donor eforts, and tobuild transparency,
sustainability and good governanc&. The LFI was quickly joined by a number of Liberian

30 UNSC S/RES/778 (1992)

31 UNSC S/RES/1132 (1997)

32 UNSC S/RES/1306 (200)

33 UNSC S/RES/1343 (2001)

34 UNSC S/RES/1343 (2001)

35 UNSC S/RES/1532 (2004) para. 1.
36 UNSC S/RES/1521 (2003) para. 11.

37 Mcalpine et al. 2006. Liberia: forests as a challenge and an opportunity. Intl For Rev 8:83

10



Forests and Conflict: the financial flows that fuel war

stakeholders and international partners, including theWorld Bank, FAO, IUCN, EC, CIFOR,
Conservation International and Fauna andFlora International.

In 2005, the NTGL empanelled Rorest Concession RevieFCR) Committeés that

included civil society and members of the LFI, in particular the US Forest SenAze While

not strictly a condition for lifting the sanctions, it was undestood that the Security Council

AAT EAOGAA OEAO Oi DOAOGAT O A OAOOOT O1T OAOOETAO
forestry sector and its role in the conflict, including a review of the behaviour of the logging

operators. Moreoverfrom a sequening perspective, the information obtained by the

review would assist in laying the institutional foundations and building the stakeholder

consensus necessary to support further reforms. The information was also available to

complement other peacebuilding efforts, such as the Liberian Truth & Reconciliation

#1 11T EOOETT j42#qh xEI EIT AT OPI OAOGAA 1 OAE 1 £ OE
report®il T OEA OAATTTIEA AOEI AOG6 1 ET EAA O OEA |, EA
The findings of the concession review were an indictent of the industry andgovernment.

The FCR found widespread violations of law and regulation in which both the logging

exploited during times of civil disturbance ® A O OOAA 1T £ OABAT OA O  A(
In particular, the FCR found:

1 Those in authority allowed illegal logging in exchange for bribes and other favours,
including arms trafficking in violation of UN Security Council sanctions;

Logging companies paid ntlions of dollars directly to government officials;

In furtherance of these crimes, logging companies and the authorities conspired to
evade taxes;

These corrupt payments facilitated money laundering; and,

The security forces paid by logging companies wercomposed of former rebel
leaders who committed gross human rights violations and war crimes.

= =4

= =

In the remainder of this section, the paper examines these finding and the role each one
played in the Liberian conflict. These factors show up in similar cogxtts in other conflicts
around the world, and the paper provides some examples here. In all cases, unscrupulous

38 Report of the Forest Concession Review Committee (FCR RepagrBhase Ill. May 31, 2005. These findings y
xAOA EECEI ECEOAA EIT OEA &£ET Al OADPI OO0 T &£ , EAAOEAG8O0 400
39 Rochow, KWJ, Simpson, R., Brownell, A., Pierson, O. 2006Liberia Forest Concession Review: Lessons for
resource management and restoration of the rule of lalaurnal of Peacekeeping & Development 3:89.

40 Liberia Truth & Reconciliation final report ,Vol 3(l11): Economic Crimes & the Conflict, Exploitation &
Abuse.

trcofliberia.org/reports/final/volume -three-3_layoutl.pdf
41 FCR. 2005.
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actors in the forestry sector, in conjunction with other criminal elements, serve to
undermine peace, security, and development.

Stressor 1Corruption
The first stressor is simple: corruption, which undermines the ability to manage the forest
sector in a sustainable way thateducesthe risk of conflict.

For example, the largest logging company operating in Liberia at the start of the<21

century, the Oriental TimberCorporation (OT(2), deposited at least $8 million directly

into the personal bank account of Charles Taylor (Figure 4 contains a sample deposit of

AT T 1T 00 Ag¢ TEITEIT ETOI # HdkoHicAQTrC4hdnideiled®O DAOOI
credit. Figure 4a contains the bank deposit slip for the payments; Figure 4b documents

OEAO OEA AAPI OEO xAOh ETAAAARh OAEI AAOAA ET 4A
documents that tax credit that OTC subsequently received from thaberian Ministry of

Finance).

The president of OTC, Guus Kouwenhovéh testified that the demands for payments came

42 During its operations (1999-2003), OTC apparently generated $597.5 million in revenue (Liberia Truth &
Reconciliation Commission (TRC) 200Economic Crimeseport, para. 31).OTC is owned byVong Kiia
Tai Joseph (chairman), Teng Lung Cheng, and Chan Han Kyamgl Guus Kouwenhoven. It is reportedly
part of the Indonesian Djajanti conglomerate, with investments such as cement and real estate, as well as
loggE T C 8 $EAEAT OE EO OPi 1 EOGEAAI T U AEOAOOCEEEAAE ET OEAO
turn provided political support to the President of Indonesiaj.e, shareholders include a cousin and a
brother-in-law of former president Suhartg as well as Ministers of Agriculture and of Foreign Affairs.
Djajanti was a noncooperative debtor (owing a reported $540 million) after the Indonesian banking crisis
in the late 1990s, only to have legal action against them stalled by explicit instruotis of the Chairman of
the Indonesian Bank Restructuring Agency, albeit for reasons that remain unclear. (Blundell. 2008 the
benefits of incorporating forestry into the EITLEITI.)
2B$] AOI AT OO OAAT GAOAA 11 +i OxAl ElDATCadthdadodated OAAT OA OE.
Ai i DATEAO xAOA [ OOEU ji O OAPEAI U AEAT CET Cqd A&AEI AOG ET A
Royal Timber Corporation, [which itself owned 35% of the Liberia Forest Development Coggthe holder
of the concession that OT@Yged (OTC itself is reportedly holds the remaining 65%)]; in another letter,
Kouwenhoven wrote:0- 08 0 OAOEAAT O f#EAOI AO 4AUIT OYh 8 xEAOAOAO
Al 06h AOO xA EAOA A cCciiT A Al 1 PAT U8 8 shovenfehch owdiAgBBO OAA O
I £ 24#n AT A ET AT T OEAOG O!' 0 Z£AO AO xA AOA Ai 1 AAOI AAh
which is a 35% shareholder in LFDC (The concession owner) OTC (The operating company), the shares in
UHC are owned by you, me anddCqLlaIN:AY5160,Rechtbank 'sGravenhage, 09/75000105. July 28,
2006).
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Figure 4a. Bank statement for Charles Taylor showing deposit by Natura Holdings
(a company associated with OTC) for US$1,999,975 44.
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44 From UN Panel Report 2007.UNSC S/2007/340, Annex-M
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