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Get Engaged

1. Exchange thoughts with other participants via chat
Introduce yourself and share your own insights and questions in the chat  window

2. All participants are muted
Given high attendance in this webinar, all lines will remain muted
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Lessons from research: Using trade data to expose illicit financial flows 
and corruption in natural resource commodities, and broader applications
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The International Links of  Peruvian 
Illegal Timber: 

A Trade Discrepancy Analysis

Camilo Pardo-Herrera, PhD
Terrorism, Transnational Crime and Corruption Center

George Mason University
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Peruvian forests and global sustainability

• 12 percent of  the Amazon Basin
• 20 percent of  the global water supply, 
• 10 percent of  the planet’s known biodiversity

• Effective forest governance has been elusive 
• High rates of  deforestation 

• Lack of  state capacity

• Institutional capture

• Global demand

• Oi
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• 10 percent of  the planet’s known biodiversity

• Effective forest governance has been elusive 
• High rates of  deforestation 

• Lack of  state capacity

• Institutional capture

• Global demand

• Enabling legal and financial structures

• Corruption



Trade Discrepancy Analysis

• The difference between the trade value recorded by the importing 
country and that recorded by the exporting country 

• Various levels depend on data aggregation
• Country-pair level 
• Transaction level  

• Can evince illicit financial flows (IFF)
• Tax evasion
• Money laundering

• Criminal behavior does not always explain trade discrepancies
• Reporting errors
• Data aggregation
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Transfer funds out of  the country



Trade Discrepancy Analysis

Overvalued Exports
Bring funds into the country
Subsidy abuse 
Money laundering

Undervalue Exports
Tax evasion
Transfer funds out of  the country

Overvalued Imports
Tax evasion
Transfer funds out of  the country

Undervalued Imports
Bring funds into the country
Money laundering
Tax and custom duties evasion



Trade Discrepancy Analysis

Overvalued Exports
Bring funds into the country
Subsidy abuse 
Money laundering

Undervalue Exports
Tax evasion
Transfer funds out of  the country

Overvalued Imports
Tax evasion
Transfer funds out of  the country

Undervalued Imports
Bring funds into the country
Money laundering
Tax and custom duties evasion



Trade Discrepancy Analysis
on Peruvian Timber

• United Nations International Trade Statistics Database
• Trade statistics from 170 countries 
• Commodities by categories (HS Codes) and partner countries
• Exports (FOB) & Imports (CIF)

• Wood exports from Peru from 2009 to 2018 (HS4401 to HS442199) 

• Focus on main timber trade partners (80%)
• China
• United States
• Mexico
• Dominican Republic 

• Focus on main trading commodities (95% of  wood exports)
• Sawn wood (HS4407)
• Boards and planks (HS4409)
• Laminated wood (HS4412)
• Carpentry articles (HS4418)
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Takeaways

• Significant and consistent value discrepancies 
• Consistently undervalued exports (money outflow) to Mexico and the US 

- Potential under-invoicing to:
• Avoid taxes
• Conceal profits abroad
• Profit in informal currency exchange markets  

• Consistently overvalued exports (money inflow) to China and the 
Dominican Republic – Potential over-invoicing to:

• Incorporate illicit funds into the country (money laundering) 
• to abuse export incentives
• Evade capital controls



Takeaways

• An impressive difference between the amounts of  timber imported by 
the Dominican Republic compared to its potential for internal 
consumption 

• TDA is a useful methodology to identify possible illegal movement of  
money in the trade of  any commodity

• Inter-institutional coordination and cooperation should be enhanced

• Data access and transparency needed



Thank you
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Out of the Woods:
Trade Misinvoicing and Exports 

of Tropical Timber from Colombia

Channing Mavrellis
Illicit Trade Director

Global Financial Integrity

Lessons from research: Using trade data to expose 
IFFs and corruption in natural resource commodities 

and broader applications

Targeting Natural Resource Corruption
18 May 2021



Behind the research

• What happens once the 
timber is felled and 
transported?

• What role does customs 
play?

• How much of the trade is 
illicit?



Colombia’s Value Gaps by 
Trade Partner, 2009-2018



Trade misinvoicing of Colombia’s 
tropical wood exports, 2009-2018





Trade misinvoicing of tropical 
wood exports by Consignee 1 
and its Exporters, 2009-2018



Recommendations

• Address the legality of exports
• Require exporters to record timber species
• Stricter scrutiny of pricing abnormalities
• Improve beneficial ownership policy
• Stricter scrutiny of high-risk countries
• Stricter scrutiny on customs agencies
• Reduce barriers to data
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Structural factor of Illegal Logging

Characteristics of 
loggers: poverty.

Socio economic 
factors: lack of 
employment, 
informal work 

Individual 
characteristic

Illegal Logging

Institutional 
Factors at local 

and regional 
level

Lack of 
resources

Weak 
institutions

Poor know 
how: 

authorities and 
society 

Poor technical 
capacity

National Legal 
and Regulatory 
Framework

Laws and 
policies

Criminal 
Codes



Strategies used to address structural factors

• Trainings (sawmills, local and regional governments)
• Income generation (local communities)
• Donations (equipment, etc.)
• Land titling
• Training of community forest guards.
• Training of public servants
• Donations (equipment)
• Land titling
• Implementation of new systems procedures
• Development of legal and institutional frameworks
• Development of Criminal Code

According to a recent report 
by the World Resources 

Institute, Peru ranks fifth in 
the world and third in the 

Americas in terms of 
suffering the most tropical 

primary rainforest loss 
(Sierra Praeli, 2020). 



Structural factor of Illegal Logging

Characteristics of 
loggers: poverty.

Socio economic 
factors: lack of 
employment, 
informal work 

Individual 
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Lack of 
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Framework
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trade

Trade

Lack of 
Transparency

Abuse of 
incentives

Power dynamics: Political factors, formal and informal networks, local elites



New strategies to address economic and political 
determinants

• Trainings (sawmills, local and regional governments, communities and community leaders)

• Income generation (local communities)

• Donations (equipment, etc.)

• Land titling, recognition of ownership at the core

• Training of community forest guards

• Training of public servants

• Donations (equipment)

• Land titling

• Implementation of new systems procedures

• Good practices: Enforcement, resource allocation, administrative procedures (to challenge structures that allow cases to happen, beyond criminal 
cases and individual responsibilities)

• Transparency

• Development of legal and institutional frameworks

• Development of Criminal Code

• Transparency (trade, revolving door, conflict of interest)

• Enforcement

• Resource allocation

• Transparency

• Access to information
And….. 
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