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ANALYSIS OF INFLUENCE OF CUSTOMS TARIFF POLICY
IN FOREST FOR THE RUSSIAN FEDERATION FORESTRY
DEVELOPMENT BORDER TO CHINA REGION
(FOR EXAMPLE ZABAYKALSKY KRAY)

Kolesnikova A.V.

Availability of large amounts of forest resources in Russian Federation, as well
as existence of the general border between Russia and China causes export
orientation in the development of timber industry in regions of Russia, which have
borders with China. On the basis of the actual material is considered the impact of
ongoing customs and tariff policy on the development of the forestry sector to
China's border regions (for example, Zabaykalsky Kray).

During the studies it was concluded that despite the ongoing customs and tariff
policy in the Russian Federation is now forestry development of border regions is at
an early stage. In addition, despite the existing flow of investment, including foreign
investment it is by far not sufficient to change the current export-oriented raw timber
industry complex border regions.
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AHAJIN3 BJUSAHAA TAMOKXEHHO-TAPU®HOM MNOJINTUKH B
JJECHOM CEKTOPE POCCHVMCKOW ®EJEPAIIMN HA PASBUTHE
JECOMPOMBIIJIEHHBIX KOMILIEKCOB ITPUTPAHUYHBIX K
KUTAIO PETUOHOB (HA ITIPUMEPE 3ABAMKAJIBCKOI'O KPASI)

Konecuukosa A.B.

Hamnune Ha teppuropum Poccuiickonn denepanuu 3HAYMTEIBHOIO 3araca
JIECHBIX PECYPCOB B COBOKYITHOCTH C HaJIU4YUEM OO0Iel rpaHulibl Mexay Pocculickoit
Oenepanueid 1 Kutaem 00yciaBiuBaeT HKCIOPTHYIO HANPABICHHOCTb B Pa3BUTUHU
JecHoM otpaciu peruoHoB Poccuu, rpannuaniux ¢ Kuraem. B Hacrosieit pabore Ha
OCHOBE (DaKTHUECKOr0 Marepuaia pacCcMaTpUBAETCS BIMSHUE TMPOBOJUMOMN
TaMO>XEHHO-TapU(PHON TOJUTUKH Ha PA3BUTHE JIECHOTO CEKTOpa MPUTPAaHUYHBIX K
KHP peruonos (Ha npumepe 3a0aiikaabCKoro Kpas).

B xone mnpoBeneHHBIX HCCIENOBAHUNA OBLIO 3aKIIOYEHO, YTO HE CMOTPS
MPOBOJUMYIO TaMOXXEHHO- TapudHylo noiutuky B Poccuiickoit denepanuu B
HACTOsIIEEe BpEeMsS pPa3BUTHUE JIECONPOMBILUIEHHBIX KOMIUIEKCOB IIPUIPAHUYHBIX
PErMOHOB HAaXOAUTCA Ha HayaiapHOM »H»Tane. Kpome TOro, He cMOTps Ha
CYLIECTBYIOUIUM IPUTOK HWHBECTUIMHA, B TOM YHCIE€ W HHOCTPAHHBIX, OTO
VHBECTUPOBAHUE SBJISACTCS HA CETOMHALIHUM €Hb HEJOCTATOYHBIM Il U3MEHECHUS
CJIOKMBILEWUCS  DKCIIOPTHO-CBHIPHEBOM  HANPABICHHOCTU  JIECOIPOMBILIJIEHHOT O
KOMILIEKCA IIPUTrPAHUYHBIX PETMOHOB.

KuroueBble cj10Ba: JIECHBIE PECYpPCHI; IPEBECUHA; JKCIOPT; MHBECTULMU B

JICCHYIO OTpacllb.

Russia is the largest forest country. Forest resources of the Russian Federation
are concentrated on almost a half of the area of the country (more than 770 million
hectares) and are accounted for 20% of total world reserves of wood. The value of the

timber industry complex (of Russia) is very significant for Russia, and the reason for
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that is (This is due to) the annual increase in demand for the products of the forestry
sector, existing on the international timber market.

Major suppliers of timber products on the international timber market are
Canada, USA, Finland, Sweden, Germany and Russia, which firmly occupies a niche
on the market of raw timber over the past decade. However, since 1997, there is a
positive trend in the development of the forest sector in Russia on the international
market, related to the increase in the proportion of sawn timber produced in the
country [1]. The changes in the timber industry of the Russian Federation, are
connected not only with the influence of demand, the emerging international market
of timber and timber products, but also with the general economic recovery of the
country.

Timber processing and manufacture of timber products in regions of the
Russian Federation are developed unevenly (a detailed study is given in [2]). For
example, rich with forest regions of Siberia and the Far East have less developed
timber industry than the North-European region of the country. This is due to a low
domestic demand for raw timber of the forest industry in some regions of Siberia and
the Far East (for example, in the Khabarovskij Kray in 2007 the industrial
consumption was 22-25% of the total production volume of raw timber [3]).

The presence of sufficiently large stocks of forest resources in the regions of
Siberia and the Far East, in conjunction with the prevailing domestic demand for the
raw timber industry explain the dependence of the forestry sector in these regions
from external annually increasing demand from China. Zabaykalsky Kray is one of
the most forest-rich regions of Russia and it had been chosen to explore the
development of cross-border timber industry in a region bordering China.

Zabaikalsky Kray is located on the territory of 431,5 thousand sq. km (2.5% of
the territory of the Russian Federation). The area of forests occupies 340,9 thousand
sq. km (more than 79% of the region territory and about 3% of the total forest area of
Russia). The total stock of plantations in the region is 2.7 billion cubic meters,

including more than 1 billion cubic meters of mature and over mature ones.
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Significant reserves of timber resources, demand on world markets, and the
presence of the state border in the Zabaikalsky Kray determine the participation of
the region as a supplier of timber products in the foreign trade turnover, mainly saw
logs and timber, which had minimal processing.

The 1* diagram shows the dynamics of export supplies of timber products from
the region. In just a decade, the annual volume of timber exports rose nearly 44-fold.
Moreover, in 1999 exports increased in comparison with the previous year for more
than 6 times. In other years the annual growth of volumes of export had been ranging
in physical terms from 5.75 % in 2005 to 65.9 % in 2004. Also it should be stated that
in the period from 1998 to 2007, the export of timber from the region in physical
terms consisted of exports of unprocessed timber almost completely (from 90.9 % in
2006 to 97.3 % in 1999). Such a high share of round timber in the significant
quantities of exported wood indicates a low level of development of timber

processing within the territory of the region.
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Fig. 1. Dynamics of export supplies of wood and products made

of it from the Zabaikalsky Kray
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For the purpose of state regulation of exports of timber and timber products

from the Russian Federation in 2006-2007, the Government of the Russian

Federation adopted a number of resolutions regulating the increase of export customs

duties on raw timber:

Resolution of the Government of the Russian Federation dated December
23, 2006 Ne795 «On approval of the rates of export customs duties on goods
exported from the territory of the Russian Federation outside the countries -
participants of the agreements on the Customs Union and the invalidation of
certain acts of the Government of the Russian Federationy.

Resolution of the Government of the Russian Federation, dated February 5,
2007 Ne 75 «On amending resolution of the Government of the Russian
Federation dated 23 December 2006 Ne 795 in respect of certain types of
raw timber».

Resolution of the Government of the Russian Federation dated May 15,
2007 Ne 290 «On amending resolution of the Government of the Russian
Federation dated 23 December 2006 Ne 795 in relation to certain types of

lumbery.

These resolutions established the schedule of gradual increase of the export

duties on raw timber (figure 2).

However, the expected increase in the rates of export customs duties on raw

timber in 2009 (up to 80%, but not less than 50 euros per 1 cubic) never happened. A

number of Resolutions of the Government of the Russian Federation was adopted to

carry the increase in the rates of export customs duties to the maximum level (80%

but not less than 50 euros per 1 cubic meter) to a later date:

Resolution of the Government of the Russian Federation of December 24, 2008

No 982 (planned to start raising rates to apply from 1 January 2010);

Resolution of the Government of the Russian Federation of December 23, 2009

number 1071 (to increase export duties on unprocessed timber up to 80% had been

moved to January 1, 2011);
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Resolution of the Government of the Russian Federation of December 29, 2010
No 1190 (it was decided to leave rates of export customs duties on raw timber in 2011

at the level of 2009, 2010, 25%, but not less than 15 euros per 1 cubic meter).
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Fig. 2. Dynamics of change of the export tariffs on raw timber

(in% to previous year)

However, despite this, in the short term, these actions had some influence on
the development of timber industry complex of the Zabaikalsky Krai. So, starting
from the second half of 2007, there was a real impact of the customs tariff policies in
the Russian Federation, which was due to reduced supply of raw wood. Since 2008
the share of sawlogs in the exported wood decreased notably and reached 37,85% of
total timber exports in physical terms in 2011.

It should also be mentioned that, with these seemingly positive shifts in the
development of the forest sector, the timber supplied from the region as lumber
usually was timber which had been minimally processed.

This tendency of increase of export of timber with the minimal processing, in
2009-2012 is explained by the reaction of both exporters and importers on the rise in

the Russian Federation export customs duties on raw timber.
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Considering the fact that export duties were increased only for raw timber,
export duties on treated timber (regardless of the degree of processing) were
removed, and it became profitable to make the primary processing of timber on the
territory of Russia, and then export partially processed timber.

In the border of China regions Chinese importers supplied inexpensive
equipment and human resources and also carried out the minimum (roughing) timber
processing, and then exported partially processed timber. Creation of such enterprises
in the border territories of the Russian Federation did not just allowed Chinese
importers to avoid the export duties, but also to leave unused waste production in
Russia.

Thus, despite the marked reduction of export deliveries of raw timber, it should
be concluded that the planned upgrade of manufacture for advanced timber
processing enterprises of the timber industry complex of Transbaikalian edge during
the period under review did not happen. The forest sector of economy of the
Zabaikalsky Kray and other border regions still have a number of challenges [5]:

e Lack of competitiveness of the produced timber industry complex of the

region's timber products.

e Discrepancy in export prices for products of timber processing complex,

prevailing in the region, Russia's average prices.

e Selling products timber industry at dumping prices.

e Increase in the share of high-quality and large timber in the total volume of

exported timber.

e High level of illegal forest exploitation.

In addition, a significant obstacle to the development of timber industry
complex in Zabaikalsky Kray is low investment and innovation activity in the
industry of the region.

For example, in 2009 the forest industry of the Zabaikalsky Krai received
foreign investment of U.S. $ 3,328.0 million, representing 6.85% of the total volume

of foreign investments in 2009; in 2010 - 2394.1 thousand U.S. dollars, which
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accounted for 3.4% of the total volume of foreign investments; in 2011 - 2394.1
thousand U.S. dollars, which amounted to 0.27% from total volume of foreign
investment [6].

Paradoxically, but as most of the border regions of eastern Russia, the region is
an outsider to attract foreign investment [7], [8]. The circumstances of innovation in
the forest industry in the region are no better: in 2011 the forest sector of the region
had only one innovative project (the total number of innovative projects and scientific
and technical developments in 2011 in Zabaikalsky Kray amounted to 89).

Such low investment and innovative activity in the forest sector is largely
explained by the presence of high commercial risks, and also risks associated with the
General political and economic instability of the Russian Federation.

It should be stated that the existence of high risks is typical not only for the
forest industry of Zabaikalsky Kray, but for the forest sector of the Russian
Federation in general. However, in the border of China regions, this problem is more
pronounced, which can be explained by economic reasons (high cost of timber
processing in comparison with China) and significant share of the shadow sector, the
imperfection of the legislative base regulating the legal relationship in the sphere of
forest management.

As a result of lack of investment in the forest sector of the Zabaikalsky Kray
on the territory of the region there are still no enterprises of deep processing of
timber. It causes economic damage to the budget system of the Russian Federation
and has a number of negative environmental impacts. Thus, due to lack of capacities
for high degree wood processing and the presence of a significant resource base in
the Zabaikalsky Kray is an excess of timber waste.

It should be mentioned that the production capacity for the production of
wood-based panel and pulp and paper products is placed very unevenly. The basic
capacities of wood processing are concentrated in the European part of the country -
the North-Western and Central Federal districts. Capacities on manufacture wood-

fiber plate and wood pulp are also in the Siberian Federal district (Krasnoyarsky
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Kray, Irkutsk region, Republic of Buryatia), the capacity utilization in the Siberian
Federal District, more than 70% (71.45% for the production of cellulose; 73.35% -
Fibreboard , 78.19% - chipboard).

Thus, despite the seemingly positive developments of the export-oriented
forest industry of Zabaikalsky Kray, marked in the short period and connected with
increasing of the share of processed timber in the structure of export of timber and
timber products, should admit the fact that this is the only primary processing, which
does not show deep processing and development of relevant industries on the
territory of the Zabaikalsky Kray.

Currently, the urgent task is to reduce the existing risks, including those
concerning the reduction of the share of the informal sector. This can have a positive
impact on the stimulation of investment activity in the forest sector. It is necessary to
consider, that decrease in rates of the export customs duties on raw timber in
accordance with the obligations of the Russian Federation, adopted in accession to
the WTO, may reduce investor’s interest in the development of advanced timber
processing on the territory of Russia.

Besides, for development of forestry sector in the border regions, it is
necessary to ensure state stimulation of processing and recycling of timber waste
(including logging). This should help to stimulate the transfer of communal energy
for biofuels, which is most relevant for the regions rich with forest resources, as well
as with developed forest complex. It can become possible by adopting measures to

encourage the loggers (logging residues) and utilities (in the part of biofuel).

Paboma ewinonnena npu noooepoicke npoexma PIH®D: Ne 13-02-00093
«Cmumynel u aHmucmumynvl Ojisi NOBbIUUEHUS IPDEeKMUBHOCU UCNOIbI0BAHUS

JIECHbIX pecypCcoe6 6 YCA0BUAX NPUSPAHUURO20 PECUOHA)).
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