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IDH, The Sustainable Trade Initiative is an international organization that convenes, finances,
and manages large programs to accelerate transitions toward sustainability in partnership
with multinational and smaller companies, governments, and civil society. Headquartered
in the Netherlands, IDH delivers scalable, economically viable impact on the Sustainable
Development Goals. IDH operates globally in different industry sectors ranging from
cocoa and tea to cotton and soy, and encourages joint investment in innovative models

to realize long-term solutions for environmentally and socially sustainable production

and trade. IDH is supported by multiple European governments, including the following
donors: The Ministry of the Foreign Affairs of the Netherlands (BUZA), Switzerland’s State
Secretariat for Economic Affairs (SECO), the Danish International Development Agency
(DANIDA), and the Norwegian Department for Development Cooperation (NORAD).

«lphapeta AlphaBeta is a strategy and economic advisory business serving clients across
. Australia and Asia from offices in Singapore, Sydney, Canberra, and Melbourne.
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with more than 6500 staff with its headquarters in Lyngby, Denmark.

FACTS Consulting is a consultancy focused on land-use, bioenergy,
agriculture, and forests based in Copenhagen, Denmark.
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Foreword

In the face of the rapidly growing threats of climate change, reducing deforestation
stands as a crucial mitigation-step in the battle to preserve our planet. Forests
store massive amounts of carbon, provide numerous ecosystem services, and

are among the most biodiverse biomes on earth. Despite their value, forests, and
especially tropical rainforests, are under siege by human activity. Enormous areas
of tropical forest - the equivalent of the landmass of the United Kingdom - are lost
every year, and commodity demand in Europe is a significant contributor.

In this first-of-its-kind report, we present an overview of the current situation of
deforestation, the drivers behind the loss of forest in tropical countries, the best
present-day mitigation efforts, and future strategies to save our forests.

Agricultural production is the major direct cause of deforestation and forest
degradation in tropical countries. The latest IPCC (Intergovernmental Panel on
Climate Change) report on climate change and land revealed that global per
capita supply of vegetable oils and meat has more than doubled since 1961 with
major implications for deforestation and forest degradation. The report further
noted that protecting existing forests (and other carbon-rich lands) from land use
change is among the foremost mitigation options currently available. In a rapidly
changing world, prioritizing deforestation-free production must by a priority.

In 2015, the signatories of the Amsterdam Declaration came together to commit
to zero net deforestation and preservation of primary forests in the supply chains
of the key tropical commodities - palm oil, soy, and cocoa - by 2020. Efforts to
prevent deforestation must include a wider of deforestation-linked commodities
including beef, wood pulp, tropical timber, rubber, and coffee - all are examined in
this report.

Analysis of the current situation shows that progress on nearly every commodity
lags behind commitments and demands an immediate and forceful response.
Despite a host of successful initiatives, gains in the fight against deforestation
have remained modest, and in fact deteriorated in some regions. It’s clear that
the ambitious objectives set forth by governments, companies, civil society, and
indigenous peoples organizations in the New York Declaration on Forests in 2014
will not be met by 2020. Despite increasing corporate commitments, progress
remains slow and the 2020-goals set by many companies will not be met.

We must leverage the best of praiseworthy initiatives in private sourcing, public
procurement, and donor-funded sustainable production programs in producer
countries while innovating new models of production. Scaling sustainable
production efforts is an imperative. By ushering in a new paradigm in global
commodity production we can elevate the livelihood of millions of farmers and
landholders currently producing these agricultural commodities while sustainably
meeting global demand.

This report outlines the current status of deforestation, review key gaps in
current sustainability plans, and propose an action agenda to catalyze action on
deforestation-free tropical commodities pre- and post-2020.

We publish this report to underline the urgency of action required both in
European consumer countries and in producer countries, and by actors along the
entire value chain.

Joost Oorthuizen,

Daan Wensing,

Chief Executive Officer
IDH, The Sustainable Trade Initiative

Global Director Landscapes
IDH, The Sustainable Trade Initiative



THE URGENCY OF ACTION TO TACKLE TROPICAL DEFORESTATION

CURRENT DEFORESTATION HOTSPOTS, IN TERMS OF GROSS
DEFORESTATION AND SHARE DRIVEN BY AGRICULTURAL ACTIVITIES
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(A) For canopy cover greater than 10%. (B) Includes 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. (C) Relates to emissions from agriculture as well as from crop- and grasslands reported under LULUCEF, i.e. numbers are slightly
different from Pendrill et al., 2019 (D) Imported deforestation-related emissions estimated with the MRIO model for the time period 2010-2014. (E) This covers 2018 to 2030
SOURCES: Food and Agriculture Organisation (FAO); United States Department of Agriculture Foreign Agricultural Service (USDA-FAS); International Tropical Timber Organisation (ITTO); Forest 500; The Sustainability Advisory; Probos; WRI; Pendrill et al., 2019; UNFCCC, 2014; COWI analysis



Executive Summary

Reducing deforestation is a crucial step in mitigating global anthropogenic climate change.
Tropical forests are globally significant - they are home to some of the most biodiverse
ecosystems on the planet, sequester enormous quantities of carbon, and sustain local
communities and businesses - and face great pressures from extractive deforestation and
conversion to agriculture. Tropical rainforests are threatened by human activity (especially
agriculture), and enormous areas - the equivalent of the landmass of the United Kingdom -
are lost every year.

This report describes the urgent need to take action to reduce the Several options for accelerating action on

deforestation driven by eight deforestation-linked commodities deforestation exists, including:

(palm oil, soy, beef, cocoa, coffee, rubber, pulp & paper, tropical

timber) in 12 European markets and 7 producing countries. x Introducing sourcing requirements and roadmaps;

The report demonstrates that current efforts by the private sector

and governments in producer and consumer countries are not = Adopting reporting guidelines and due diligence criteria;
sufficient to address commodity-driven deforestation. Progress

remains too slow and additional action by all stakeholders is
urgently needed. Enhancing traceability and transparency;
Accelerated ambition in all parts of the value chain from producers
through intermediaries to consumers could create significant
benefits, contribute to tackling deforestation and climate change,
and improve economic livelihoods and sustainable development in
producer countries and regions. Making it happen will require that
industry, civil society, and governments work together. “—/

E ©

Addressing financial contributions to deforestation;

e
</

Enhancing sustainable production and consumption.
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Despite increasing focus on sustainable production,
global deforestation is at record rates and commodity
production is the single largest driver.

O

Deforestation is increasing and agriculture is the main driver. Between

2010 and 2015, 86% of cumulative tropical deforestation occurred due to
agricultural expansion, either large scale commodity-driven or as a result

of shifting agriculture. Brazil and Indonesia recorded the highest levels of
tropical deforestation, while large forest landscapes were also cleared in other
Latin American (Paraguay, Argentina, Bolivia) and Asian (Malaysia) countries.
Deforestation levels are increasing in Africa as new deforestation hotspots
emerge in West Africa and the Congo Basin.

Tropical deforestation is driven by a small group of commodities. Beef and
soy are the main drivers in Latin America, while palm oil causes most of the
forest loss in Southeast Asia and may grow in significance in the Congo Basin.
In addition, 10% of tropical deforestation can be attributed to wood extraction.
Rubber, coffee, and cocoa are also gaining importance as global demand is
growing and readily available substitutes do not exist.

Sustainable sourcing performance varies significantly
by commodity and is clearly not on track to achieve
100 percent sustainable sourcing by 2020.

O

While there has been progress made in sustainable production of palm oil,
soy, cocoa, and coffee, this generally accounts for a small share of global
production. Sustainable commodity production has mainly resulted in a
number of voluntary certifications and standards for each of the commodities.
Differences in what is considered sustainable or responsible sourcing and
production impede direct comparisons and trigger uncertainty among
stakeholders. Sometimes, demand for certified commodities is much lower
than supply, forcing producers to sell their sustainably produced commmodities
at market prices.

The urgency of action to tackle tropical deforestation 7
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The 12 European countries covered in this report
import significant parts of the global production of
agricultural commodities, with links to deforestation.’

O European countries import a significant share of global demand for
agricultural commodities. Europe not only constitutes an important consumer
market, but also hosts large food processing industries, resulting in strong
demand for agricultural commodities. While Europe has substantial production
of beef and wood pulp, the region imports soy to compliment its own
production, as well as palm oil, rubber, cocoa, coffee, and tropical timber.

O The lion’s share of European commodity net imports stems from 12 countries,
including the current signatories of the Amsterdam declaration. The
countries represented more than 95% of regional net imports of cocoa and
soy, more than 90% of palm oil and timber, over 80% of beef, coffee, and wood
pulp, and more than 70% of rubber.

O Along with these commodities, European countries import the GHG
emissions that were released due to forest clearance. Despite the fact that
consumption occurs in importing countries, these embodied emissions are
accounted for by producer countries. On average, imported deforestation is
estimated to amount to more than 50% of national agricultural emissions for
the 12 European countries. In the case of Belgium, imported emissions linked
to deforestation nearly exceed national agricultural emissions.

O Sourcing of certified commodities in European markets varies significantly

by country and commodity, but limited data availability inhibits comparisons.

The share of certified palm oil is higher than figures for responsible soy. From
the 12 countries, Norway and Switzerland source the highest share of certified
palm oil and soy.

8 The urgency of action to tackle tropical deforestation

There have been praiseworthy initiatives, but gains have
remained modest and it is clear that the ambitious objectives
set forth by private and public actors will not be met by 2020.

O

There are gaps throughout the entire supply chain hampering efforts to
reduce deforestation. In producer countries, most initiatives concentrate on
supporting governments in tackling illegal activities, training, and capacity
building. This leaves the absence of financing for sustainable practices as a
major unaddressed barrier. Current initiatives from consumer countries are
voluntary, thus a clear signal to effectively halt deforestation is broadly missing.

Supply-chain information has a number of gaps. Traceability is important

to tackle deforestation because it provides information and transparency
among actors and links supply-chain actors to production places. Supply
chain traceability can be challenging across all commodities, and for some
commodities it is impossible to relate a specific product back to origin due
to different sources being mixed at processing locations, e.g. at mills. A
critical barrier to increasing traceability is that the majority of information

on production and handling of commodities is proprietary, apart from data
disclosed in customs clearings or as part of a certification or pledge progress
report.

Accelerated action on sustainable sourcing could
deliver large environmental and economic benefits.

O

Accelerated action brings environmental benefits and saves forests. Our
scenario analysis show that a more ambitious sustainable sourcing approach
in soy and palm oil could save over 3.6 million hectares of forests by 2025 and
over 5.7 million hectares by 2030.

Large greenhouse gas reductions from achieving sustainable sourcing. Our
scenario analysis show that achieving sustainable sourcing can save up to half
a billion tonnes (500 Mt) of CO.e over the next 12 years.

Various livelihood benefits in key producer locations. Environmental and
economic benefits are not necessarily at odds. Jurisdictional approaches that
included stakeholders along the value chain proved that sustainable practices
can improve livelihoods while rendering them more resilient.
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Taking stock of
developments in

key commodity
production countries

Despite global efforts to halt deforestation - including the Amsterdam
Declaration - forest loss continues to increase, especially in sub-tropical and
tropical regions. The causes are complex and interrelated, vary across regions,
and are subject to change, but chief among the threats to tropical forests is
agricultural expansion. Driven by global and local demand for commodities,
agriculture erases forested land around the world.

In Latin America, The Brazilian Amazon and Cerrado, as well as the Grand
Chaco stretching over Argentina, Paraguay and Uruguay face daily threats
from a range of causes with cattle ranching and (to a lesser extent) soy
production the most egregious deforesters. Palm oil is produced at the
expense of Southeast Asian primary forests in Indonesia and Malaysia,

while rubber and wood pulp production add to the toll. New frontiers of
deforestation are appearing throughout Africa, characterized by incremental
forest degradation due to smallholder farming and logging. In the Democratic
Republic of the Congo, tropical forest loss mainly caused by smallholder
farming and shifting cultivation - but it’s expected that the Congo Basin may
soon host oil palm plantations.




Deforestation trends, drivers, and causes

Globally, deforestation and forest degradation have
put tremendous pressure on forest landscapes.
From 2010 to 2015 approximately 122.29 million
hectares (Mha) of tree cover was lost - that’s about
5% of the total area covered by natural forests

in 2010.2 Besides the immediate socio-economic
and environmental impacts of this conversion,
deforestation and other land use changes are
considered the second biggest anthropogenic
source of GHG emissions, and a major contributor
to climate change.® Despite efforts by governments,
NGOs, and private sector actors, the global annual
deforestation rate trends higher. The tropics lost 12
Mha of tree cover in 2018 alone, the fourth-highest
annual loss since record keeping began in 2001.4

Deforestation and forest degradation result from a
complex array of causes of different scales. Direct
causes - actions that explicitly impact forest cover
- might be driven by socio-economic processes.®
Data from Global Forest Watch (GFW) suggests
that deforestation temperate and tropical forests

Watch on [1
arrett, H
a, J. Pan, H. Patha

Area of Primary Rainforests Last Year vilable at ttpslzwwwwr\orgl
bI0912019104Zwor\d lost-belgium- slzed area-primary-rainforests-| Iast year

equally, but the causes are quite different (as

shown in Exhibit 1). Temperate landscapes have
been mainly threatened by large-scale forestry
operations occurring within managed forests

and tree plantations (accounting for 82.8% of
cumulative temperate forest loss between 2010 and
2015). In sub-tropical and tropical regions however,
deforestation has largely been driven by agricultural
activity (86% of cumulative sub-tropical and tropical
deforestation). Of the cumulative sub-tropical and
tropical deforestation, 46.6% is commodity-driven
and 39.5% is a result of shifting agriculture,® which is
also likely to have a strong commodity component
apart from serving for subsistence purposes.”

Urbanisi

There are some bright spots - global afforestation
and reforestation, mostly by high-income countries,
mean that temperate domains have been gaining
forest cover. Tropical forests, however, have
experienced an annually net loss of about 4.6

Mha between 2010 and 2015.8 To further explore
drivers and trends of subtropical and tropical
deforestation and its relation to commodities and
European consumer markets, this report focuses on
deforestation in tropical and sub-tropical countries.
Current deforestation hotspots driven by agriculture

Shifting agriculture is a system o
and cultivat:
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Zooming in on the 25 countries with the highest forest loss between 2010 and
2017, it’s clear that deforestation is highly concentrated (Exhibit 2). Russia,
Canada, the USA, China, and Australia and Sweden to a lesser extent continue
to lose large areas of temperate forests mainly due to large forest plantations
(i.e. either conversion of intact primary forest or unsustainable management of
working forests). A number of tropical and subtropical countries lose forests due
to agricultural expansion. Brazil and Indonesia have deforested large swathes of
land in the past decades to make way for agriculture (beef and soy, and palm

oil respectively.) These agricultural activities are responsible for more than 80%
of deforestation in the other Latin American (Paraguay, Argentina, and Bolivia)
and Asian (Malaysia) hotspots. With the exception of The Democratic Republic
of the Congo (DR Congo) where forests are mainly converted as a consequence
of smallholder farming cultivation practices, these hotposts are mainly driven by
(larger scale) commodity production. New deforestation hotspots are emerging
mainly in Africa (see Exhibit 2, top left corner). These emerging hotspots
(Madagascar, Angola, Mozambique, Céte d’lvoire, Tanzania, Colombia, Zambia,
Mexico, and Peru) have all see deforestation above 1.6 Mha in the period from
2010-2017 with more than 80% of this driven by agricultural activities. Vietnam,
Myanmar, and Lao PDR (bottom left) differ from the other tropical countries
currently experiencing large-scale deforestation - large-scale forestry operations
play a significant role rather than agricultural expansion.®



DEFORESTATION HOTSPOTS 2
7 countries stand out as current deforestation hotspots in terms of gross forest loss and share driven by agricultu
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Brazilian forests can largely credit cattle ranching
and to a lesser extent soy production for their
destruction. Land speculation, a vicious cycle in
which land is bought and cleared for future capital
gain, plays a major role in the felling of forests. Cattle
ranching is used to secure land and provide economic
returns while landholders wait for prices to rise.® The
consequences of Brazilian deforestation are not minor
- Brazil’s forests account for around 12% of global
forests, and forest loss in Brazil alone accounted

for 13% of total global deforestation from 2010 to
2017 (the GFW estimated a loss of 25 Mha of forest
area)." In 2018 alone over 1.3 Mha of tropical primary
rainforest were converted, the most of any tropical
country.” Overall rates of loss declined sharply and
significantly between 2000 and 2014, with a brief
uptick in deforestation between 2015 and 2016 before
dropping again after 2016."

Among Brazilian states, Parad and Mato Grosso
experienced the largest conversion of forest area in
2018 - about 833,000 ha (PRODES: 274,400 ha) and
446,000 ha (PRODES: 149,000 ha) respectively.” The
states that host the Brazilian Amazon are forced to
contend with illegal deforestation as a consequence

L http wwwobt inpe. br OBT assuntos programas/amazonia, Drodes Ddfs
MWMH NPE. (2019). PRODES forest monitoring system. Availa
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). Data from Global Fo Natch

of unchecked land occupation and weak regulatory
enforcement. Forest loss is majorly driven by large
and small-scale cattle ranching, as well as small-
scale agriculture. Geospatial data indicates that
deforestation is moving west to more intact forests
through the state of Acre. The Amazonian state
Roraima is yet another deforestation hot spot, mainly
due to urbanization and infrastructure.” Brazil has
seen some successes in collaboration - the Amazon
Soy Moratorium signed in Brazil in 2006 by large

SOy sourcing companies such as Cargill, Bunge, and
Amaggi under intense pressure to reduce soy-linked
deforestation drastically reduced deforestation for
soy in the Brazilian Amazon.'® Unfortunately those
benefits may have come at some cost - there is
evidence that deforestation-linked production from
the Amazon simply moved to the Brazilian Cerrado.
The MATOPIBA region in Brazil’'s Cerrado - consisting
of the states of Maranhdo, Tocantins, Piaui, and Bahia -
is now Brazil’s primary soy production region.”

Deforestation in the main Southeast Asian hotspots

- Indonesia and Malaysia - is partially driven by

unsustainable palm oil production. Second to palm oil
is fast wood plantations for pulp and paper, while on a
smaller scale rice, rubber, and cassava cultivation also
contribute to loss of forests.™®

emeyer, S Ansa-
erging hot

t httos news.mongabay.com/2017/03/ama-
zon-soy-morator efeating-deforestation-or-greenwash-diversion,

1 TRASE (201¢ MATOPIBA: Brazil’s soy frontier” Available at: https:/
medium.com/trase/matopiba-brazils-soy-frontier-9ad4cc6fe2d9
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Indonesia contains 3.2% of the world’s forest, and with losses of roughly 400,000
ha of tropical primary rainforest in 2018 alone, accounted for 7% of total global
deforestation from 2010 to 2017. GFW estimates total loss at 13.7 Mha of forest
area, placing Indonesia second only to Brazil in net deforestation by tropical
countries.”

Local deforestation hot spots are located in Sumatra and Kalimantan, and
particularly persistent in Riau (Sumatra) and Central Kalimantan. In recent years,
new hot spots driven by plantation forestry and palm oil production have crept
over West Kalimantan.?° These regions saw spikes in deforestation in 2012 and
2016, but have registered sharp declines in 2017 and 2018 - particularly in primary
forests.

Indonesia has undertaken major policy initiatives to slow deforestation and
degradation. In 2019 the Indonesian government enshrined a permanent
moratorium on clearing primary forests. Previously temporary and renewed
roughly every two years since 2011, the moratorium protects 66 Mha of primary
forest. In September 2018 the Indonesian government also put in place a three-
year palm oil moratorium to halt the issuance of new plantation permits. The
moratorium applies to new licensing requests as well as any requests that are
ongoing and still in the approval process. The moratoriums are a sign of strong
top-down action against deforestation, but frequent amendments and a lack

of enforcement has diluted their success.?’ Peatland conversion, previously a
major cause of ecosystem degradation, has been addressed by the National Peat
Drainage Moratorium passed in 2016, increased law enforcement and educational
campaigns. Shifts in weather patterns (2017 was a non-El Nifio year) also
contributed to lessen its degradation. Despite this progress, peatland drainage
and primary forest conversion still threaten the Indonesian landscape - companies
continue to leverage concession permits secured before these recent political
action.?

https:/www.wri.org/blog/2019/04/world-lost-belgium-sized-area-primary-rainforests-last-year.

https://eia-international.org/news/indonesias-moratorium-on-clearing-forests-and-peatlands-now-permanent-but-excludes-vast-areas,
World Resources Institute (2018). Indonesia’s Deforestation dropped 60 Percent in 2017, but there is more to do. Avail-
able at: https:/www.wri.org/blog/2018/08/indonesias-deforestation-dropped-60-percent-2017-theres-more-do
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Forest area greater than 10 percent canopy cover. Data sourced
al Dashboard. Available at: https://www.globalforestwatch.org/dashb
FAOSTAT 2017 data
Gaveau, D. L, Locatelli, B., Salim, M. A, Yaen, H., Pacheco, P, & S
loss and industrial plantations in Borneo (2000-2017). Conservation

°R

Muller et. al. / Center for International Forestry Research [CIFO
dation in Bolivia. Available at: https://forestsnews.cifor.org/49057/dec
Council on Hemispheric Affairs (2017), “The impact of deforestat]
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country. According to WRI Global Forest Watch, Ghana, another large cocoa
producer, experienced a 60% increase in primary rainforest loss between 2017 and
2018. The northern part of the country, however, is largely covered by savannah,
thus this figure does not reflect total deforestation and forest degradation.
According to the Forestry Commission, Ghana’s forest loss is characterized by
incremental degradation as opposed to clear-cut deforestation, and mainly caused
by unsustainable land use and management practices. Cocoa is the country’s
most important commodity. In addition to agricultural expansion, illegal mining is
also one of the main causes of deforestation.*®* Timber and fuelwood harvesting,
wildfires, and infrastructure development are also believed to contribute to forest
degradation.®

Around 22% (4.6 Mha) of the world’s total area cultivated with oil palm is in
Africa.’” Nigeria has historically been the continent’s biggest palm oil producer
with between 2 and 3 Mha of cultivated land over the last three decades. However,
experts from the Center for International Forestry Research (CIFOR) estimate that
the Congo Basin could become the next frontier for palm oil expansion. Production
area has increased significantly in the last two decades (40% between 1990 and
2017). The effects of continued palm oil growth could be devastating - the Congo
Basin spans Cameroon, Central African Republic, DR Congo, Republic of the
Congo, Equatorial Guinea, and Gabon and stores 25-30% of the world’s tropical
forest carbon stocks. DR Congo has historically been the biggest regional producer,
with land cultivation ranging between 240,000 ha in the first half of the 1990s to
179,000 ha today. That may soon change. Cameroon has seen land under palm oil
cultivation more than double since the first half of the 2000s, rising to 170,000 ha.
As of 2017, there were 370,000 ha under palm oil cultivation in the Congo Basin.
Troublingly, there are approximately 280 Mha of additional land suitable for palm
oil production across the DR Congo, Cameroon, and The Republic of Congo, and
more than half of this area is located in DR Congo.3®

https://satel-
ligence.com/news/2019/5/17/cocoa-not-main-cause-of-deforestation-in-ghana

https://theredddesk.org/sites/default/files/Ghana%20R-PP.pdf.
https:/www.fcghana.org/userfiles/files/REDD+/Ghana%20REDD+%20Strategy.pdf.
http://www.faoc.org/faostat/en/#data
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Several Southern African countries are particularly concerning. Madagascar,
Mozambique, Angola, and Tanzania, already amongst the countries with the
highest forest loss (see Exhibit 2 above), experienced deforestation growth
rates exceeding 30% in 2016-2017. Data suggests that smallholder farming and
connected shifting cultivation are the main drivers.*® Similarly to DR Congo,
deforestation and forest degradation in Southern Africa is increasingly occurring
contiguous to population centers, indicating that is primarily driven by local
demand for food and fuelwood.*®

Beyond these new African frontiers, there are emerging hot spots in close
proximity to the historic deforestation sites such as the Brazilian Amazon and
Indonesian rainforests. Deforestation in Colombia has been increasing rapidly
over the past few years, with a massive spike reported in 2017 - over 50% more
tree cover was lost in 2017 than 2016 according to data from the GFW.# This
deforestation has primarily occurred in the Colombian Amazon, the site of nearly
two-thirds of national forest loss in 2017.42 Research suggests that post-conflict
forest areas that were previously inaccessible to agribusinesses are now open

to exploitation. The majority of the deforestation from 2010 to 2015 occurred

due to agriculture-related activities. Evidence suggests that, in addition to cattle,
coffee, cocoa, and palm oil, illegal coca cultivation and mining are major drivers of
deforestation in the country.*®

The Indonesian provinces of Papua and West Papua on the island of New Guinea
are considered Indonesia’s ‘last forest frontier.” As of 2012 they held 38% of
Indonesia’s remaining forests.** Tree cover loss has spiked in Papua in recent years
due to the planned expansion of commodity production (including palm oil).
Sustainable production of agroforestry products such as cocoa and rubber has
been suggested as an alternative livelihood for local producers.

39. Hansen, M. C, et al. (2013)

40. McNicol, I. M,, Ryan, C. M,, & Mitchard, E. T. (2018). Carbon losses from ¢

radation offset by extensive growth in African woodla

r than 10 per
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42 5 18), “Deforestation in Colombia: The forest is burning”. Available at: https./

orestation and widespread deg-
con s, 9(1)

rced from: Global Forest W

t canopy cover. Data

h (2018), Glob-

thebogotapost.com/deforestation-in-colombia-the-forest-is-burning/33098/ 7
43. Expert interviews

44. World Resources Institute (2018), Indonesia’s last forest frontier: 3 facts to know. Available at: https:/
www.wri.org/blog/2018/11/indonesias-last-forest-frontier-3-facts-know-about-papua
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The livestock sector has been a double-edged sword - it is crucial for food
security and poverty reduction, yet directly contributes to the degradation of
natural resources and exacerbates climate change. It is estimated that animals are
reared on 27% of the world’s ice-free area and 33% of all cropland is devoted to
their feed, fueling deforestation and forest degradation as production expands.*®
The production of beef is particularly resource-consuming intensive and in Latin
America beef production constitutes the main driver of forest conversion. As
shown in Exhibit 3, the export share of production of the top 5 producers is
rather low (with exception of India), suggesting emissions from forest to pasture
conversion are usually related to local consumption.

Palm oil is the most widely produced, consumed, and traded vegetable oil - it’s
found in about 50% of all packaged goods. The popularity of palm oil stems

from its favorable properties, high yields per hectare, and low production costs.*
For years mainly located in Indonesia and Malaysia, global palm oil production
has begun to shift to new production sites in DR Congo, Cameroon, Colombia,
Nigeria, and Thailand. Outlooks predict that palm oil output will continue to rise
(partly due to enhanced per ha productivity) and that Indonesia and Malaysia will
continue to dominate production.*® Palm oil production is particularly menacing
as a source of GHG emissions. Carbon rich peatlands in tropical countries provide
optimal growth conditions for palm trees, resulting in deforestation and drainage
of peatlands.*® Peatland drainage alone accounts for 10% of global GHG emissions
from agriculture, forestry, and land use.*°

http://www.fao.org/3/a-i5778e.pdf
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TOP-5 PRODUCERS OF SELECTED DEFORESTATION-LINKED COMMODITIES

Production is extremely concentrated for deforestation-linked commodities

Top 5 producing countries by commodity, globally in 2017 (% of global production volume)

Cocoa
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Ethiopia
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(A) Export data includes re-exports. (B) Palm oil data is forecasted for 2017, using trend data from 2010-14. (C) Soy production is represented by soybean. (D) Beef production data is represented by all bovine heads. Export da C
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represented by bovine meat only due to lack of aggregated dairy exports data. (E) Rubber production data is represented by natural dry rubber. (F) Latest available data for tropical timber is 2016. (G) Refers to mainland Chinz

Source: FAO; USDA; ITTO; AlphaBeta and COWI A/S analysis
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Another oil crop with a steep production curve over the past 20 years is soy. Apart Brazil is the leading producer of coffe

from the bean’s richness in oils, soy has become popular due to high protein levels of which was Arabica) in 2018/201956i Approaches to promote sustainable

and its ability to fix nitrogen (reducing the need for fertilizer input).> With the USA, less stress resilient but considered hig commodity production

Brazil, and Argentina leading production, the majority of soy production occurs in production volume ca. 1.5 million t in 2
the Americas. In South America, the ongoing practice of double cropping soybean in coffee production in the wake of th
and maize is expected to raise output through more intensive land-use of already polices in the late 1980’s.°® The rapid e

cultivated land.>? Advances in farming methods rendered tropical soils suitable by Vietnam’s niche production of Rob Understanding trends in major
for soy cultivation, turning Brazil into a leading producer country and increasing production). Farmers from the provinc European consumer markets
deforestation. 86% of the country’s total production.®

limiting impact on deforestation but lo

Natural rubber is produced from the rubber tree, which is mainly harvested Shaded cultivation has contributed to

in tropical South East Asia. Rubber has major applications in the car industry, Ethiopia.®®

consumer goods, manufacturing, and medical industries, and is also a major driver Initiatives to address deforestation
r

of deforestation. Natural rubber has been designated a critical raw material for the Wood products comprise sawnwood a

EU economy due to 100% dependency on imports and the lack of readily available wood pulp for paper and tissues, and

substitutes.>® Conventional management of tropical
makes forests more vulnerable to futu

Compared to other commodities in this report, coffee and cocoa contribute less to  for 10.2% of overall forest loss in the tr
global forest loss. Both commodities, however, experienced increasing demand and ~ important, with e-commerce driving d

Building sustainability scenarios to
accelerate progress

are sensitive to climate change, possibly resulting in future relocation of current shown in the figure above, wood pulp i

production sites and resulting risks of deforestation.5* Cocoa is mainly produced Apart from Brazil, which produces 11% - - . g

in West Africa. Four of the five top producing countries are from that region and second largest tropical provider of the

account for 68.1% of the tota.l production. However, growing demand for cocoa and  to occupy former.pastureland, reducin e N T e TR L e

stress factors such as crop diseases, pests, extreme weather events, and political fast wood plantations for pulp and pa d ditv-dri def tati

instability have resulted in reduced production in West Africa in recent years. loss, second to palm oil.®? end commodity-driven aerorestation

These factors gave rise to increased production in Indonesia and South America,

and associated deforestation in their tropical rainforests. Brazil, Ecuador, and Peru

rank 6-8 on the list of top producers and jointly produce roughly 10% of cocoa.

They could gain importance as producers in the coming decades.** A Appendix A: Methodology for
sustainability scenarios
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Long-rotation hardwood plantations have severe economic
limitations, making selective logging in natural forests the
common practice for tropical timber production. If not done
sustainably, selective logging can cause severe damage

to the adjacent trees, facilitating near-term clearing of the
entire forest. In the Brazilian Amazon, 16% of selectively
logged forests are entirely cleared within a year. ®3 Brazil’s
tropical timber production is concentrated in the northern
states Parda, Amazonas, and Mato Grosso. Despite the
geographical and resource constraints to effectively combat
illegal logging, the Brazilian government has made progress
towards increased sustainable forest management.®* Besides
Brazil, major tropical log producers are located in Southeast
Asia and produce mostly for domestic markets. Malaysia

is an exception, exporting mainly to India and Indonesia.
Indonesia is the main producer of tropical timber, fueled by
land clearing for plantations for pulp and paper or palm oil,
and illegal logging. Indonesian authorities are challenged by
illegal logging practices, which are estimated to account for
60% of all timber harvested in Indonesia. Dominating global
imports, China receives tropical timber mainly from the
Solomon Islands and Papua New Guinea, as well as several
African countries including Equatorial Guinea, Mozambique,
Cameroon and Nigeria.®®

63. Elias, P. & Doug Boucher. (2014, October). Planting for the Future How demand for Wood Products Could
Be Friendly to Tropical Forests. Tropical Forest and Climate Initiative of the Union of Concerned Scientists

64. ITTO. (2018). Biennial review and assessment of the world timber situa-

tion 2017-2018. Yokohama, JP: International Tropical Timber Organization

65. ITTO. (2018). Biennial review and assessment of the world timber situa-

tion 2017-2018. Yokohama, JP: International Tropical Timber Organization



Analyzing the production in the different countries illustrates three k

Countries are production hubs
for multiple key commodities

Brazil and Indonesia are key producer countries that
account for a large share of global production in
multiple commodities. Brazil is the world’s largest
producer of coffee (29% of global production) and
soy (36%), and the largest tropical producer of
beef (14%) and wood pulp (11%). Indonesia is a key
producer of palm oil (53% of global production

in 2017) and rubber (25%), as well as cocoa and
wood pulp. Similarly, India (soy, beef, wood pulp,
and rubber), Colombia (coffee, palm oil, and beef),
and Argentina (soy and beef) all produce a variety
of the key deforestation-linked commodities. A
cross-commodity focus is crucial for engaging
with many of these key producer countries.

§%’@ Production is highly concentrated,
even within producer countries

Over 50% of global production for each of the

crop commodities and rubber occurs in just five
countries. Palm oil production exhibits the highest
concentration - with 85% of global production
concentrated in just Indonesia and Malaysia in 2017.
The concentration of production is also mirrored at
the subnational level.®® For instance, the island of
Sumatra produced over half of Indonesia’s palm oil

in 2016, and the Sumatran province of Riau alone
produced around 13% of global palm oil. Brazil’s Minas
Gerais accounts for 62% of national coffee production
or 21% of the world’s supply. Mato Grosso produces
28% of Brazil’s soy or 8% of the world’s total. Bas-
Sassandra and Goh-Djiboua in Cote d’lvoire account
for 62% of national production or over 20% of global
cocoa production.®” Beef is less concentrated due

to local consumption or regional trade, but Brazil’s
importance as a source of beef production is growing.
On the one hand, the production of agricultural
commodities is crucial for the economic growth of
tropical countries, as export is an attractive option.
On the other hand, allow the growing global hunger
for commodities to be satisfied by a small number of
tropical regions could have unintended consequences.
The combined commodities put enormous

pressure on their biodiversity-rich and sensitive
ecosystems, and the people who inhabit them.58
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Supply chain actions are
driven by the private sector,
third-party standards, and
cross-sector collaboration

Supply chain companies globally are seeing the value in moving
towards sustainable sourcing and production. Both changing consumer
demand and the reduced risk of sustainable supply chains are
catalyzing supply chain shifts. Many private sector actors have pledged
support for tackling deforestation in their supply chains, but action still
lags. Companies must accelerate programs like sustainable sourcing
and sustainable production work with smallholder farmers. Cross-
sector collaboration is increasingly used to address problems around
unsustainable production practices, often complementing existing

or new standards or certifications. This section first discusses the
different efforts employed by actors along the supply chain to address
deforestation. Then it presents the various approaches to sustainable
commodity production across the eight commodities covered by this
report. Finally, it discusses where current efforts fall short and how
these could be improved.
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Private sector standards and programs are efforts by
private-sector companies to address unsustainable
aspects of production within the company’s value
chain. Several industries have company-led programs,
such as Cefetra’s Responsible Soy program (CRS) or
Nespresso’s Triple A standard. The use of these hybrid
forms of sustainability governance has proliferated in
recent years, increasingly led by large, private sector
actors.”?

Sector coalitions or platforms are partnerships
between different actors in a sector, such as
producers, intermediaries and retailers, as well as civil
society and governments, to address problems facing
the sector (for example living wage or deforestation).
These coalitions are increasingly common ways of
addressing questions of sustainable commodity
production. Examples include the Global Coffee
Platform, the Cocoa & Forests Initiative, or the Soft
Commodities Forum.

72. Ponte, S. (2019). Business, Power and Sustainability in Global Value Chains. Zed Books

Supply chain and commodity platforms are platforms
established by non-profits to help private sector

firms identify and address deforestation risks in

their supply chains. The World Resources Institute
launched Global Forest Watch Pro (GFW Pro) in 2019,
which has already gained traction with industry and
provides tools for companies to identify, quantify,

and address their exposure to deforestation.”
Private-sector platforms, notably the Starling project
launched by Nestlé in collaboration with Airbus and
the Earthworm Foundation, signal that data-driven
efforts are increasingly being utilized to address
deforestation and implement private-sector programs.

1panies and organiza-

ompliance with their commitments

duce deforestation. For more information, see: https:/pro.globalforestwatch.org/.


https://iopscience.iop.org/article/10.1088/1748-9326/11/4/045003
https://pro.globalforestwatch.org/

Traceability and supply chain data systems - which
allow supply chain actors to trace the source of

all products - aid in the growth of sustainable
production and sourcing. The presence of information
and traceability on upstream products in supply
chains enables purchasers to be sure that their
imports meet sustainable sourcing requirements.
Though it is theoretically feasible to trace most
commodities to their origin, achieving full traceability
is very difficult.”* Trase, a platform developed by

the Stockholm Environment Institute attempts to
address this challenge, using multiple independent
datasets to “triangulate” flows of traded commodities
from regions of production to countries of import.”®
Companies need access to comprehensive, reliable,
and timely data on sustainable sourcing performance
to measure, report, and verify progress on reducing
deforestation. These programs help ensure that the
company and its suppliers fulfill their commitments.
Several companies have implemented auditing and
code of conduct systems to ensure commodities are
produced and sourced sustainably.

https://sustainable-

https:/trase.earth/
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https://sustainablebrands.com/read/supply-chain/supply-chain-traceability-key-to-fulfilling-sustainability-promises
https://sustainablebrands.com/read/supply-chain/supply-chain-traceability-key-to-fulfilling-sustainability-promises
https://trase.earth/

Taking stock of developments in key
commodity production countries

Approaches to promote sustainable

commodity production il ity standards
----------- T g programs

Understanding trends in major tO e n S U I‘e
uropean consumer markets = =
suree ‘ dity production

ion of agricultural commodities is
ards. To be clear, certified does
standards are equally strict in

ents. Not all standards guarantee

't address every sustainability

ng wage” or pollution of waterways is
hip between how stringent a standard
ertification schemes and standards
ainable production, certification

and usually works with front running
nt standards to address such
proaches with greater potential for
s and programs used by actors along
ction for the different commodities.

Initiatives to address deforestation

Building sustainability scenarios to
accelerate progress

Achieving urgently needed action to
end commodity-driven deforestation

rds varies widely by commodity

for sustainable and/or certified

arket demand. For many commodities
ities is significantly lower than supply,
ed to sell sustainably produced

mally awarded for such products.
ainable commodities, further

ded deforestation-free sustainably

FAMAN R LI T LT M e L e LIt T T

Appendix A: Methodology for
sustainability scenarios

Appendix B: Producer country profiles

Appendix C: Consumer country
profiles




Sustainable production is currently limited across

the key deforestation-linked commodities

The Roundtable for Sustainable Palm Qil (RSPO) is the
main international certifying organization for palm oil,
and maintains data on certified production volumes.
Indonesia and Malaysia also promote certified
production through the Indonesian Sustainable Palm
Oil (ISPO) and Malaysian Sustainable Palm Oil (MSPO)
standards. The latter two are nation-wide legal
stepping-stones to regulate producers and a basis for
implementing sustainable production practices.

The three standards cover similar aspects of palm oil
production, such as legality, environmental protection,
and social consideration, but ISPO and MSPO have
fewer criteria than RSPO. The difference in coverage
is partly a result of scope. MSPO and ISPO were
designed especially to facilitate the inclusion of
smallholder farmers, who face challenges meeting the
more rigorous requirements of RSPO.

RSPO has stronger criteria for auditing and
transparency. On environmental aspects, RSPO has
relatively comprehensive criteria for environmental
impact assessment (EIA), while the two national
standards rely on comparatively lenient national
legislation for these matters. Similarly, RSPO is

the only standard of the three to apply a High
Conservation Value approach (placing more value on
key ecosystems) and it has the strongest biodiversity
criteria. The standards also use different definitions
of what “forest” and “deforestation” constitute.”” As a

EFECA (2015), Comparison of the ISPO, MSPO and RSPO stanc
at httos Www.su ramah\pna\monorq Wp- content

Qloads[sltes[2[2015[09[Efeca PO-Standards-Comparison.pdf

consequence, MSPO does not prohibit deforestation,
just open burning of land after clearing.”® The use
of “Free, Prior, and Informed Consent” (FPIC) is not
mentioned by ISPO, while MSPO requires recording
of FPIC and RSPO provides detailed guidelines.”
An update of RSPO in 2018 has strengthened its
deforestation, biodiversity, and assurance criteria
compared to other mainstream standards, including
MSPO and ISPO.8° RSPO encourages members to
make voluntary commitments to avoid planting on
peatlands, but does not prohibit the practice, while
ISPO and MSPO allow this.

Production of palm oil under different standards

has increased in recent years. In 2018, 19% of the
world’s supply was RSPO-certified, although this
proportion largely remained constant from 2014 to
2018.%" Production adhering to MSPO and ISPO has
grown, due to a push from the countries’ respective
authorities. ISPO is already mandatory for all palm
oil production in Indonesia, while MSPO will be
mandatory by the end of 2019. In 2017 a total of 2.5
Mha of palm oil plantation was certified under RSPO,
2.1 Mha under ISPO, and 0.52 Mha under MSPO.22 |n
2018, 2.8 Mha were certified under RSPO and 1.26 Mha
under MSPO.

78. See more on the MPC https:/www.mpocc.

org.m Dart -3-| D\antatlons orqamsed sma\lh

79. EFECA (2015), Comp MSPO and RSPO stanc

a aile at: https:/www.su ramah\pna\mol\orq Wp- Cohtent
Q\oads[slteng[ZOngOQ{Efeca PO-Standards-Comparison.pdf

80. IUCN NL (2 )) Setting the biodiversity bar for palm oil certification. Amster-

dam: IUCN Natio rlands. http: WWW M'hh\ files
publicaties/it )a )

etting_| }— bi

| istainable Palm C RSPO] 2C R 3¢

t: https:/rspo.org/key-documents mpact reports
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https://www.sustainablepalmoil.org/wp-content/uploads/sites/2/2015/09/Efeca_PO-Standards-Comparison.pdf
https://www.sustainablepalmoil.org/wp-content/uploads/sites/2/2015/09/Efeca_PO-Standards-Comparison.pdf
https://www.mpocc.org.my/part-3-plantations-organised-smallh
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https://rspo.org/key-documents/impact-reports
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https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.iucn.nl/files/publicaties/setting_the_bar_for_deforestation_free_soy_190606_final.pdf
https://www.iucn.nl/files/publicaties/setting_the_bar_for_deforestation_free_soy_190606_final.pdf
http://www.responsiblesoy.org/mercado/volumenes-y-productores-certificados/?lang=en
http://www.responsiblesoy.org/mercado/volumenes-y-productores-certificados/?lang=en
http://www.responsiblesoy.org/mercado/volumenes-y-productores-certificados/?lang=en
http://www.responsiblesoy.org/mercado/volumenes-y-productores-certificados/?lang=en

It should be noted that the amount of deforestation-
free soy imported exceeds the amount of responsible
soy - deforestation-free soy does not take sustainable
agricultural practices into account. All soy from the
Amazon could be considered deforestation free due
to the Moratorium, as well as all soy from the United
States, Canada, and Europe.

For cocoa, UTZ, the Rainforest Alliance, and Fairtrade
certification schemes are the key standards®®.
Production of cocoa certified under one of these
schemes was estimated at about 30% in 2018.8”

UTZ and the Rainforest Alliance recently merged to
become one standard. They are currently updating
certification requirements, working to incorporate
deforestation considerations among other changes.
Depending on the standard, between 20% and 60% of
cocoa that is produced as certified does not get sold
as certified®.

In addition to the known cocoa-related standards,
several private sector initiatives led by large
confectionary groups with the support of key
producer countries have been established to
promote sustainable production. Some companies
have introduced 100% certification commitments,
while other companies are developing their own
in-house sustainability programs. Mondeléz’s Cocoa
Life program replaced their Fairtrade certification in
Ghana.

https://www.kit.nl/project/demystifying-cocoa-sector,

http:/www.cocoabarometer.org/cocoa_barometer,
Download_files/2018%20Cocoa%20Barometer%20180420.pdf

http:/www.cocoabarometer.org/cocoa barome-
ter/Download_files/2018%20Cocoa%20Barometer%20180420.pdf.

The aim of sustainable cocoa production is not only
about reducing deforestation but is more broadly
linked to improving productivity and livelihoods of
cocoa farmers in impoverished production landscapes,
which in itself may reduce deforestation pressure.
The impact of these initiatives on sustainable cocoa
production is yet to be evaluated. A sharp price
decline in global cocoa markets, however, may impact
future sustainable production as certified cocoa is
more expensive to produce.®’? The Ghana and Cote
d’lvoire governments recently announced a floor
price for cocoa aimed at alleviating such concerns

for producers. They have the support of major cocoa
buyers including Cargill, Mars, and Lindt.

For coffee, UTZ, Rainforest Alliance, and Fairtrade are
the most widely recognized standards while organic
(which include both national standards of producer
countries and certification according to end-market,
e.g. US and EU), is also used within coffee. The
largest standard in terms of volume is the multi-
stakeholder, industry-led 4C (Common Code for the
Coffee Community). Two large company programs

- Nestle AAA and Starbucks C.A.F.E. Practices - are
widely used due to the their market share, but several
additional company programs to focused on value-
chain sustainability exist within the sector. Sustainable
production of coffee certified under a range of
standards constituted 40-55% of global production in
2017, depending on the amount of double- and triple
certified coffee.?® Problematically, only around half of
the coffee produced according to a standard is sold
as such (around 20% of global production). This may

http:/www.cocoabarometer.org/cocoa_barometer,
Download_files/2018%20Cocoa%20Barometer%20180420.pdf

https://www.hivos.org/assets/2018/06/Coffee-Barometer-2018.pdf

https://doi.org/10.1111/reg0.12212

Taking stock of developments in key
commodity production countries

Approaches to promote sustainable
commodity production

Understanding trends in major
European consumer markets

Initiatives to address deforestation

Building sustainability scenarios to
accelerate progress

Achieving urgently needed action to
end commodity-driven deforestation

Appendix A: Methodology for
sustainability scenarios

Appendix B: Producer country profiles

Appendix C: Consumer country
profiles


https://www.kit.nl/project/demystifying-cocoa-sector/
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
https://www.hivos.org/assets/2018/06/Coffee-Barometer-2018.pdf
https://doi.org/10.1111/rego.12212
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stymie growth in certification as farmers must invest in certification without a
guarantee that they will receive the premium. Sustainability commitments in terms
of certified volumes are few in the coffee sector but several companies have
commitments relying on internal sustainable sourcing programs. Investment in
sustainability efforts is estimated to be USD 350 million annually, just a fraction of
the annual USD 200 billion coffee market.”!

The various coffee standards generally have a much broader focus than just
reducing deforestation, with great variety between standards. Adaptation of
production practices to climate change is a particularly important issue, as
changing temperatures will make large parts of the currently farmed land
unsuitable for coffee production. This along with growing global demand for
coffee leads to a risk of coffee farms moving into new areas, especially high
altitude pristine forests suitable for Arabica coffee, the variety most at risk from
changing temperatures. Agroforestry production techniques utilizing shade
trees can also play a key role in adaptation and reforestation projects, such as
Nespresso’s Positive Cup project which operates in Indonesia, Ethiopia, Colombia,
and Guatemala.®?

Certification of forestry products in the tropics involves two main global
certification systems: the Forest Stewardship Council (FSC) and the Programme
for the Endorsement of Forest Certification (PEFC). Sustainable tropical timber
production, in terms of area of certified forests, increased from 28.9 Mha in 2015

to 30 Mha in 2016.%% Under the PEFC, the top three International Tropical Timber
Organization (ITTO) producer countries for certified forests in 2016 were Malaysia
(4.04 Mha), Brazil (2.72 Mha), and Indonesia (1.85 Mha).?* Brazil and Indonesia were
also amongst the top three ITTO producer countries under the FSC system. FSC
releases information on certified land area (including timber, rubber, and other
wood-based products), but does not release production data.®®

https:/
www.hivos.org/sites/default/files/coffee_barometer_2014_report_1.pdf
https:/www.nestle-nespresso.com/asset-li-
brary/documents/nespresso-positive-cup-csv-report-interactive.pdf
https:/www.itto.int/annual_report,
https:/www.itto.int/annual_report,

https://ic.fsc.org/file-download.fscr-certified-natural-rubber-deforestation-free-socially-responsible.a-296 3.pdf



https://www.hivos.org/sites/default/files/coffee_barometer_2014_report_1.pdf
https://www.hivos.org/sites/default/files/coffee_barometer_2014_report_1.pdf
https://www.nestle-nespresso.com/asset-library/documents/nespresso-positive-cup-csv-report-interactive.pdf
https://www.nestle-nespresso.com/asset-library/documents/nespresso-positive-cup-csv-report-interactive.pdf
https://www.itto.int/annual_report/
https://www.itto.int/annual_report/
https://ic.fsc.org/file-download.fscr-certified-natural-rubber-deforestation-free-socially-responsible.a-2963.pdf

Beyond the certification standards with global scope, there are localized
certification systems such as the Brazilian Forest Certification Program (CERFLOR),
the Indonesian Forestry Certification Cooperation, and the Malaysian Timber
Certification Council. Voluntary certification is supplemented by the Forest

Law Enforcement Governance and Trade (FLEGT) process, which mediates
between the EU and partner countries to alter how governance impacts forestry
and forestry products. FLEGT has driven the creation of Voluntary Partnership
Agreements (VPA’s) between EU and sustainable forestry producing countries.
Alongside FLEGT, companies use voluntary certification in order to provide origin
information to consumers as sustainability indicators.

According to data from FAO, FSC and PEFC, ITTO, and Comtext, roughly 25% to
32% of primary tropical timber products imported into the EU are exposed to
some sort of certification process. PEFC certification accounts for 23% of certified
primary forestry products imported to Europe, and FSC accounts for the other
77%. Malaysia, Brazil, and Gabon are the only tropical countries with a PEFC
certified forest area. Indonesia is the only country where FLEGT licenses can be
issued.

Certified forestry products represent a lower carbon footprint, yet the data for
the lowered footprint is not available through the certification processes. FSC
and PEFC certification standards do not take into account the carbon emissions
associated with timber products. FSC only mentions maintaining environmental
integrity among sustainability indicators. PEFC places higher importance on
carbon stocks as a part of their standard, but neither PEFC nor FSC require the
measurement of carbon impacts in the certification process. The certification
process could play a role in the calculation of emissions and general data
collection, and demonstrated reductions could drive increases certified timber
products.

For rubber, there is no commodity spe
exist. The Fair Rubber Association app
from natural rubber and FSC certifies r
Sustainable Natural Rubber (GPSNR)

Council for Sustainable Development (
Most of the natural rubber in the world
expected to grow in the coming years.

For beef, there are limited existing cer
limited data on the sustainable produc
efforts by relevant organizations such

Beef, which released the Certified Sust
are also beef-focused sustainability ro
for Sustainable Beef (GRSB), Grupo de
or The Brazilian Roundtable on Sustain
as a frontrunner in livestock roundtabl
Sustentable (MACS) in Argentina, and
(MPCS) in Paraguay.®’

GRSB brings together producers and
processing sector, retail companies, ci
and allied industry initiatives to create
production. In its 2018 Sustainability R
creating a data platform in order to tra

each region involved in GRSB highligh
GTPS’ projects include objectives to e
productivity of smallholders through t

across all the Brazilian states. GTPS an
objectives of expanding discussions an

a
(o]

es/Documents/WhoWeAre/GRSB_Sustainability Report 2018.pdf
http:/gtps.org.br/en/about-gtps, https://arsbeef.org
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https://www.canadiancattlemen.ca/2018/01/16/the-certified-sustainable-beef-framework/
https://www.canadiancattlemen.ca/2018/01/16/the-certified-sustainable-beef-framework/
https://grsbeef.org/resources/Documents/WhoWeAre/GRSB_Sustainability_Report_2018.pdf
https://grsbeef.org/resources/Documents/WhoWeAre/GRSB_Sustainability_Report_2018.pdf
http://gtps.org.br/en/about-gtps/
https://grsbeef.org/
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For cocoa, the “Beyond Chocolate” initiative'®, the German

Initiative on Sustainable Cocoa (GISCO), and the Swiss Platform

for Sustainable Cocoa are prominent examples of platforms that
pledge to reduce deforestation.’** For coffee, several companies are
members of the Global Coffee Platform, while a number of larger
European roasters and traders have formed the International Coffee
Partners partnership to jointly implement projects within the coffee
sector.’® For timber, the European Timber Trade Federation (ETTF)
has developed a due diligence system for national timber trade
bodies across the EU, helping members to comply with the EU Timber
Regulation.’®® Another example is the Responsible Purchasing Policy
(RPP) - a mandatory requirement of membership of the UK Timber
Trade Federation, which places due diligence, sustainable sourcing,
and supply chain management at the core of member’s activities.!®’
Additionally, the European Sustainable Tropical Timber Coalition
(STTC), an alliance of industry, business, government, and NGOs,
works to increase demand for sustainably sourced tropical timber and
spread responsible forest management in tropical countries.
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https://www.idhsustainabletrade.com/uploaded/2017/11/Monitoring-Rapport-ESPO-2017.pdf
https://www.idhsustainabletrade.com/uploaded/2017/11/Monitoring-Rapport-ESPO-2017.pdf
https://aceitedepalmasostenible.es/#sostenibilidad
https://www.palmoilandfood.eu/en/news/spanish-foundation-sustainable-palm-oil
http://www.responsiblesoy.org/soy-network-suiza-visita-un-campo-certificado-rtrs-en-brasil/?lang=en
http://www.responsiblesoy.org/soy-network-suiza-visita-un-campo-certificado-rtrs-en-brasil/?lang=en
https://www.nhomd.no/politikk/en-barekraftig-mat--drikke--og-bionaring/nyheter/norsk-kraftforbransje-far-stor-anerkjennelse-for-soyaerklaring/
https://www.nhomd.no/politikk/en-barekraftig-mat--drikke--og-bionaring/nyheter/norsk-kraftforbransje-far-stor-anerkjennelse-for-soyaerklaring/
http://www.denofa.com/
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.tescoplc.com/news/blogs/topics/uk-zero-deforestation-soy-transition-plan/
https://diplomatie.belgium.be/en/newsroom/news/2018/beyond_chocolate
https://www.kakaoforum.de/en/about-us/german-initiative-on-sustainable-cocoa/
https://www.kakaoforum.de/en/about-us/german-initiative-on-sustainable-cocoa/
https://www.globalcoffeeplatform.org/membership/
https://ettf.info/eu-timber-regulation
https://ttf.co.uk/ttf-sustainability/rpp-hub/

Delivering on zero-deforestation commitments

Companies have made widespread
commitments to remove deforestation
from supply chains, but implementation
is lacking and most are still not
delivering on commitments

Beyond the multi-stakeholder platforms, more than
150 companies have committed to zero-deforestation
for one or more commodities across their supply
chains. Nestlé is committed to ending deforestation

in their supply chain by 2020. Unilever has pledged to
spend resources to help achieve zero net deforestation
associated with palm oil, soy, beef, tea, paper, and
board within the same timeframe.'®® The strength

of corporate zero-deforestation commitments

differs widely. Some companies have opted for no
deforestation, others for no net-deforestation (thus
allowing for deforestation, as long as an equal amount
of reforestation compensates for the loss). The cutoff
date for achieving these commitments ranges from
2020 (the majority) to 2030.

Often corporate commitments on deforestation do

not cover all commodities in their supply chain. Most
commitments focus on palm oil, followed by soy. About
74% of SE Asia palm oil refining capacity is covered

by zero-deforestation or “NDPE” (No Deforestation,

no Peat, no Exploitation) commitments, but for other
commodities at risk of causing deforestation (beef,
timber, paper, board, leather, cocoa, rubber, and coffee)

https:/www.nes-

tle.com/stories/responsible-sourcing-no-deforestation

https://www.unilever.com/

Images/eliminating-deforestation-position-statement tcm244-423148 en.pdf

commitments are not as extensive '°°, Many of the
largest companies have still not committed to removing
deforestation from their supply chains, while the
stringency of the commitments made varies between
companies and sectors.

Forest500 assessed companies’ zero-deforestation
commitments across a range of criteria including
intent and awareness, commodity policies, scope and
ambition, reporting and implementation, and social
considerations. They found that for the countries
studied, 79 companies across nine consumer markets
(data for Belgium, Poland, and Portugal was not
available) achieved an average total score of 28 out
of 100 on their commitments towards addressing
deforestation.™ As a comparison, the average total
score of companies in the United States was 31 out of
100).™ Among the assessed companies, multinational
corporations such as Nestlé, Unilever, L’Oréal, Marks &
Spencer, and Henkel are leading the charge to address
deforestation issues. Exhibit 6 provides a summary of
Forest500’s assessment of companies headquartered
in the 12 European countries in 2018.

https://chainreactionresearch.com/wp-content/uploads/2017/11/unsus-
tainable-palm-oil-faces-increasing-market-access-risks-final-1_updated-july-2018.pdf.

https://forest500.org/data/companies
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along the supply chain

The lack of sustainable sourcing data, particularly the absence of
data for sustainable sourcing of beef, cocoa, coffee, and rubber, also
hampers efforts to reduce supply-chain deforestation. Data for palm
oil, soy, and timber is also unavailable for a number of countries such
as Poland. Inconsistencies such as classification differences (FEFAC
compliant vs. various classifications of responsible or deforestation-
free standards) and scope differences (Data on total consumption
versus more limited data on consumption by members of industry
alliances) lead to challenges comparing performance.

Supply chain traceability is an entrenched challenge across all
commodities. For some commodities tracing a specific product back
to origin is impossible due to sources being mixed at processing
locations like mills. While there are promising initiatives such

as TRASE, traceability of commodities poses a critical barrier to
importers’ attempts to sustainably source. A critical barrier to
traceability is the proprietary nature of production and handling
data apart from data disclosed in customs clearings or as part of a
certification or pledge progress report.m”

Addressing these challenges is important for facilitating production
shifts, but the bottom line is that overall demand for responsible,
certified, and/or sustainable commodities remains far too low

(less than a third for most commodities). The private sector can
contribute greatly to improving sustainability by increasing the
demand for these commodities. The potential benefits of action
across commodities are monumental - just sourcing 100% verified
sustainable tropical timber EU28 could positively impact (reduce
degradation) approximately 11.7 to 13.4 million hectares of tropical
forest.m™

17. EC (2018), Feasibility study on options to step up EU action
able at: http://ec.europa.eu/environment/forests/pdf/KHO418199ENN2.pdf

118. IDH (2019). Unlocking sustainable tropical timber market growth through data. Available at: https:/www.
idhsustainabletrade.com/news/unlocking-sustainable-tropical-timber-market-growth-through-data,

\gainst deforestation. Avail-
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Understanding trends
In major European
consumer markets

The European market is reliant on tropical commodities. Low regional production,

high per-capita demand for goods, and substantial processing industries translate

into high import levels of coffee and cocoa and significant shares of wood pulp, palm
oil, and rubber. Our analysis focuses on 12 European countries that drive the region’s

net commodity imports (Belgium, Denmark, France, Germany, ltaly, the Netherlands,
Norway, Poland, Portugal, Spain, Switzerland, and the United Kingdom). These countries
account for at least 70% of Europe’s net-imports of the commodities included, and the
trend suggests most imports are increasing. Europe’s share of the total global demand
for these commodities remains largely flat, even taking trading patterns into account.
These imports, despite being directly attributable to regional consumption, don’t appear
in national sustainability/emissions inventories. If included, they would contribute a
substantial part of agricultural emissions in Europe. Sustainable commodity production
has the potential to alleviate the externalities of this consumption (CO2, forest loss), but
sustainably produced commodities remain just a fraction total commodity imports.

As discussed in Chapter 1, there is not a one-to-one relationship between commodity
consumption and deforestation. The demand for commodities by consumers should
rather be seen as an underlying driving force of deforestation.




GLOBAL IMPORTS OF

Europe accounts for a sign

The global role of the
European consumer market

Europe is one of the biggest importers of deforestation-linked commodities along
with China, the US, and other middle- and high-income countries (see Exhibit 7
below)." Europe has substantial production of beef and wood pulp, but little soy
production, and no production of palm oil, rubber, cocoa, coffee, and tropical
timber due to the sub-tropical or tropical conditions required to grow these
commodities. Europe’s share of the total consumption of the different commodities
varies widely due to a variety of economic and social conditions affecting demand.
The relative wealth and consumption habits of European consumers lead to greater
European demand for some commodities - such as coffee and cocoa - relative

to non-European markets. Europe industrial expertise and legacy of trading in

and processing different commodities powers an increased demand for palm

oil, cocoa, and coffee. And importantly, European policies shape market demand
for certain products, most notably the incentives to use palm oil for biodiesel (as
well as wood chips and pellets for combustion) as part of the Renewable Energy
Directive.'?°

America

Asia
Pacific

Europe was responsible for more than 60% of global cocoa imports and about
50% of global coffee imports in 2016 (Exhibit 7). While Europe’s share of global
imports was smaller for beef and wood pulp during the same period, it still
accounted for a significant percentage - about 30% for both commodities. Asia is
the largest importer of soy, rubber, palm oil, and tropical timber.”

119. Europe include European Union (EU) and 4 European countries, which

Switzerland

at are part of the

are part of e A) - Iceland
120. The EU has sir
plan to limit palm oil-bz
1

21. Data sourced in April 2019 from: UN Food and Agriculture Organisation (2019), FAOSTAT. Available at: http://www.fao.ora/faostat/en/#data.

[o]0)

Africa @

SHARE OF C

100

1§

2

(A) Including re-exports and intra-regional trade. (B) " nie iy
Association (EFTA) countries where data is available.

Source: Food and Agriculture Organisation (FAO); Un
International Tropical Timber Organisation (ITTO); Alc
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12 major consumer countries
account for the majority of
commodity imports to Europe

Of the 12 European countries we examine, type and quantity of commodities imported
varies based on a number of factors including the size of the country and the nature of
the industrial sector. Analyses of demand and import data (including the adjustments
highlighted above) from 2011 to 2016 (Exhibit 8) reveal two key trends:

O The 12 consumer countries are the main contributors to the region’s commodity net
imports. Together they accounted for the majority of regional net imports (adjusted
for re-exports) across all commodities between 2011 and 2016 in Europe.?? In fact, the
12 countries’ net imports represented more than 95% of cocoa and soy, more than
90% of palm oil and timber, more than 80% of beef, coffee, and wood pulp, and more
than 70% of rubber. Among the 12 countries, current signatories of the Amsterdam
Declaration (Denmark, France, Germany, Italy, Norway, the Netherlands, and the United
Kingdom) play an important role in the region’s net imports of the key commodities.
They accounted for 90% of tropical timber net imports, more than 70% of cocoa and
wood pulp, more than 60% of beef, coffee, soy, and palm oil, and close to 50% of
rubber net imports. The concentration of imports in just a few countries is a call to
action - reducing imports of commodities linked to deforestation could alter Europe’s
impact on deforestation.

O Despite year-to-year fluctuations, net imports of most commodities to the 12
European countries exhibit an upward trajectory.”®* Cocoa net imports (adjusted for
re-exports) experienced the highest average year-over-year (YOY) growth rate (15%)
from 2011 to 2016, followed by palm oil (10%). These increases are driven by increased
consumption within Europe for existing and new markets or by increasing exports
of processed commodities. Soy and coffee demonstrated lowest growth (4% and 3%
respectively). Net imports of beef and wood pulp did not change significantly with
less than 1% YOY growth on average. Rubber and tropical timber were the only two
commodities with shrinking imports from 2011 to 2016.

U) coun-

r ation (EFTA) countries. Intra-|
123. The effect of year-to-year fluctuations is normalised by taking the ave




GROWTH OF NET IMPORTS OF COMMODITIES

SHARE OF THE 12 CONSUMER COUNTRIES OF
EUROPEAN NET IMPORTS” 2011-16

Beef 81.40%
Cocoa 97.72% ——
Coffee 88.17%
Palm Oil 92.49% —\\
Rubber 73.89%

SoyP® 95.38%
Tropical Timbert 90.95%

TT

Wood Pulp 85.54%

(A) Regional import, export and production data was aggregated from data of 28 EU member states and 4 European Free Trade
Association (EFTA) countries where data is available. Intra-regional trade is included in the regional figures. (B) Net imports refer
to total imports adjusted for re-exports. Re-exports were estimated by assuming that the ratio of re-exports to total imports was

the same as the ratio of direct exports to domestic production. (C) 12 European countries are BE, DK, FR, DE, IT, NL, NO, PL, PT, ES,

CH, and the UK. Aggregated figures include intra-regional trade. (D) Includes soybeans, soybean meal, and soybean oil. Based on
2017 data. Growth rates of soybeans and shares of regional net imports of soybeans were used as proxies for soy. (E) The unit of
measurement for tropical timber is 1000 m3.

Source: FAO; International Tropical Timber Organization (ITTO); IDH; AlphaBeta and COWI analysis
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At this stage, deforestation data does not exist for other commodities in the Trase
database, but trade flows between select producer countries and the European
countries included in this report can be explored. This data reveals that imports
from specific producer countries are affected by activities of the countries
importing the commodities. For example, Denmark imports significantly more

soy from Argentina than from Brazil, despite the latter producing far more. This
means that to curb imports of commodities prone to deforestation risk, consumer
countries must work with the companies facilitating the import of the commodities,
rather than look only at the overall production of a given commodity by a given
country.

Given the large amount of re-exports in import flows, it is important to separate
total imports (which include re-exports) from net imports into a country (to satisfy
local demand). Exhibit 9 shows each of the 12 countries’ relative size of imports,
both for total imports and net imports. As these figures show - countries like
Belgium, the Netherlands, and Germany import commodities, process them further,
and then re-export final or intermediary products. A country’s relative size of
imports varies by commodity, and is driven by two factors:

O Domestic demand. Domestic demand is driven by the size of the economy
and domestic industries. Large economies such as France, Germany, Italy, and
the United Kingdom were among the largest importers across all commodities.
On the other hand, Belgium, despite being a smaller economy, dominates
European imports of tropical timber and ranked third in terms of total cocoa
imports during the 2011-2016 period. The country’s cocoa processing and
chocolate industry is the major driver behind its cocoa imports. Belgium has
the 11th largest cocoa grinding industry in the world and the fifth largest in
Europe. When it comes to chocolate production, the country ranks as the fifth
largest chocolate producer in the world and the second-largest exporter.’?®

O Re-exports. Total import volume is also affected by re-exports in several
countries. For instance, while the Netherlands was the largest importer of
palm oil, with an average of 2.4 million tonnes of palm oil imported annually
between 2011 and 2016, the country exported on average 1.3 million tonnes
per year.”® After adjusting the total palm oil imports for re-exports, the
Netherlands’ relative size of imports among the 12 countries decreases from
31% to 18%.

https://www.cbi.eu/market-information/cocoa/belgium

http://www.fac.org/faostat/en/#data



http://www.fao.org/faostat/en/#data
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https://trase.earth/about/how-does-trase-work
https://www.cbi.eu/market-information/cocoa/belgium
http://www.fao.org/faostat/en/#data

Once re-exports are accounted for, calculating the contribution of each country
and the 12 countries combined becomes possible. Data from the Observatory of
Economic Complexity (OEC) shows that re-exports of the commodities are mainly
directed towards European markets with less than 15% exported to overseas
markets. This means that total European demand for the given commodity
remains largely unchanged, despite reductions among the first importing
countries. Re-exports to North America, Middle East, North Africa, and Asia for
certain products are significant. This is mainly a reflection of the agro-industrial
sector in the EU. Belgium exports 11.8% of its processed cocoa paste and 6.3%

of its chocolate to overseas markets, while the Netherlands export 26.7% of its
processed cocoa powder to the USA and Canada. Dutch chocolate and cocoas
also flow to markets in the Middle East and Asia (18% of the country’s exports

for each of the products). Germany exports 42% of its decaffeinated coffee

(not roasted) to the USA, and Germany and the Netherlands export significant
shares of soy oil to North Africa (40% and 33% respectively).® For the remaining
EU countries included in this analysis, accounting for re-exports only increases
domestic demand, as these countries import virgin or processed commodities
from the commodity-processing hubs in Western Europe™'.

https://oec.world/en/visualize/tree_map/hs92/export/gbr/
show/0101/2017/
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Timber

There is limited data on sustainable sourcing of tropical timber across the 12
European countries aside from initial monitoring for the seven countries that
account for approximately 90% of the tropical timber imported into Europe.

The Netherlands achieved the highest share of sustainable timber among these
countries (68%), followed by the United Kingdom (43%), Germany (33%), and
Belgium (28%). France (13%), Italy (8%), and Spain (5%) are far behind. A recent
IDH report estimates that between 25-32% of all tropical timber imported into the
EU is certified™.

Cocoa

The share of sustainable cocoa imported by the 12 countries can only be assessed
via indirect figures obtained from the data on sourcing by the main cocoa traders
and grinders. The five largest European traders share of sustainable imports were
19% (Sucden), 22% (Touton), 31% (Cemoi), 36% (Barry Callebaut), and 38% (Ecom),
indicating that around one third of overall imports to Europe are certified.’®

Coffee

Data on imports of sustainable coffee by country cannot be directly assessed.
Imports of certified coffee among the large European roasters vary widely, ranging
from almost none (Lavazza, at 3.5%) to more than a third (Tchibo, at 36%).1*°

https:/www.idhsus-
tainabletrade.com/news/unlocking-sustainable-tropical-timber-market-growth-through-data/

http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018%20Cocoa%20Barometer%20180420.pdf



https://www.idhsustainabletrade.com/news/unlocking-sustainable-tropical-timber-market-growth-through-data/
https://www.idhsustainabletrade.com/news/unlocking-sustainable-tropical-timber-market-growth-through-data/
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
https://www.fediol.eu/data/Leaflet Oil monitor_NEW 2018%23Final.pdf
https://www.idhsustainabletrade.com/uploaded/2019/01/EPSO_Vormgeving2019_DEF_31012019.pdf
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
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Imported commodities linked
to deforestation release
greenhouse gas emissions

in producing countries

The difficultly in tracing imported emissions doesn’t negate their impact.
Estimates show that from 2010 to 2014 net GHG emissions attributable

to tropical deforestation totaled 2,600 Mt CO,e, largely a consequence of
agricultural expansion - 39% of these emissions were exported.® The share of
imported emissions varies by commodity and geography - African commodities
export 9%-32% of deforestation-linked emissions, the Asia-Pacific region
exports a higher share (mainly linked to palm oil), and Latin America exports
23-34% of emissions, though the difference between cattle meat and soy is
large, due to the relatively high domestic consumption of meat." For about a
third of industrialized countries, imported deforestation is estimated to amount
to more than 50% of national agricultural emissions.*? Belgium, the Netherlands,
Switzerland, Norway, ltaly, Germany, and Spain all fall into this category. In the
case of Belgium, imported emissions linked to deforestation nearly exceed
national agricultural emissions.** According to UNFCCC principles and IPCC
best practices for GHG inventories, national inventories include emissions
occurring within the territory of the individual country, and therefore no
emissions related to deforestation for the production of imported commodities
appear in the GHG inventory of any importing country. This absence has far
reaching consequences as it often means that national reduction targets

and commitments by consumer countries will exclude these emissions from

its scope. The embodied emissions linked to deforestation are thus
accounted for by producer countries, despite the fact that the
importing countries consume the commodity. This transfer unfairly
burdens producer countries with consumer countries’ carbon emissions.

Agricultural and for-
-10. Export-



https://unfccc.int/process/parties-non-party-stakeholders/parties-convention-and-observer-states
https://unfccc.int/parties-observers

Initiatives
to address
deforestation

Guided by findings from previous chapters, interviews
with supply chain experts, and a review of relevant
literature, this chapter identifies current and potential
options for addressing commodity driven deforestation.
We explore policies and methods for driving change

on sustainable sourcing, working with key actors along
the value chain, and supporting producers in adapting
production. Separately we include a summary of the
recent EU communication on deforestation. Inspiring
actions abound across commodities, but there is much
room for improvement. Successful course-corrections
must target relevant actors across all parts of the

value chain, targeting consumer markets, supply chain
actors, financial bodies, and major production areas

for deforestation-linked commodities.And actions must
complement or build upon the interventions already being
promoted by governments, NGOs, and the private sector.
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There are several ongoing initiatives

to reduce deforestation in producer
countries. Some initiatives like capacity
building are frequently used; other
types of interventions like financing
support must be strengthened.

National legislative initiatives cover legislation
introduced by governments in producer countries

to curb domestic deforestation through the use

of various policy measures. Examples include the
Indonesian moratorium on the issuance of new
permits for palm oil plantations, the Brazilian “Forest
Code,” which provides for two types of conservation
on private land™4, and the “Zero Deforestation Law
2524/04” in Paraguay, which aims to preserve natural
areas on rural properties.”® The Malaysian government
has committed to supporting nation-wide sustainable
palm oil. Efforts include mandating MSPO certification
for all oil palm planters in the country by 2019, and
capping the expansion of palm oil plantation at 6.5
million hectares. At a state level, the government of
Sabah is pursuing policies to achieve 100% RSPO
certified by 2025.

https:/www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf

https:/www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf

Financing support initiatives are policies or
interventions that use financial means to address
deforestation in producer countries. Financing support
can include support schemes, such as grants provided
to farmers, or blended finance or loans designed to
support sustainable production approaches. There
are limited examples of government initiatives
funding financing support across the commodities
examined in detail, although the Netherlands, Norway,
Denmark, and the UK are pioneering approaches in
this area. Solidaridad, a civil society organization
supported by the Dutch government, is bundling
blended finance with other solutions to approach
villagers in Indonesia.*® Another initiative is the
blended finance debt fund “&Green” incorporated

by IDH and the Government of Norway through its
International Climate and Forest Initiative (NICFI).
The fund invests in commercial projects that can
demonstrate decoupling of commodity production
from deforestation.'” AGRI3, a partnership between
UN Environment and Rabobank, to develop business
models and mobilize private financial resources for
deforestation-free sustainable agriculture and land
use will explore combined solutions of equity, debt,
risk reduction, and grant instruments (in the form

of technical assistance) to catalyze USD 1 billion

in finance. The fund will offer solutions to farmers,
and involve banks, private-sector actors, and local
governments.'48

https:/www.solidaridadnetwork.org/news/small-farmers-protect-unique-forests-of-indonesia
https:/www.admcapital.com/green-fund-makes-cat-
alytic-investment-in-natural-rubber-company-in-indonesia-through-tlff,
https:/www.idhsustainabletrade.com/news/agri3fund-idh-partners-with-rabo-
bank-un-environment-and-mirova-althelia-to-support-deforestation-free-agriculture,
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https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.solidaridadnetwork.org/news/small-farmers-protect-unique-forests-of-indonesia
https://www.admcapital.com/green-fund-makes-catalytic-investment-in-natural-rubber-company-in-indonesia-through-tlff/
https://www.admcapital.com/green-fund-makes-catalytic-investment-in-natural-rubber-company-in-indonesia-through-tlff/
https://www.idhsustainabletrade.com/news/agri3fund-idh-partners-with-rabobank-un-environment-and-mirova-althelia-to-support-deforestation-free-agriculture/
https://www.idhsustainabletrade.com/news/agri3fund-idh-partners-with-rabobank-un-environment-and-mirova-althelia-to-support-deforestation-free-agriculture/
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Capacity building in producer countries includes

any initiative to provide knowledge, training, and
technical support to producers. These initiatives are
often funded by governments or consumer countries’
development agencies, and often implemented

with the support of the private sector or non-
government organizations (NGOs). Capacity building
has historically been an area of focus by Western
governments to address various development or
environmental issues. Cocoa producers have received
particular capacity building attention, likely a result of
Europe’s large share of global cocoa imports. Fewer
countries have supported capacity building activities
in producer countries of palm oil and soy. In Vietnam,
the German development agency GIZ supported
local authorities in forest management, including the
certification of timber and introduction of payments
to local people for their forest-related environmental
services."® For timber, Belgium is the facilitator of
the multi-stakeholder platform Congo Basin Forest
Partnership (CBFP) for the period 2018-2019. Parties
recently signed the Brussels Declaration, highlighting
the need to build capacity for small and micro wood
processing companies in the Congo Basin.™™®

149. GIZ. Available at: https://www.giz.de/en/worldwide/357.html
150. ATIBT (2018), “The Brussels Declaration - Conclusions of the 18th CBFP meeting”. Available
at: https:/www.atibt.org/en/the-brussels-declaration-conclusions-of-the-18-th-cbfp-meeting,

Multi-stakeholder dialogue in producer countries
are initiatives that gather different stakeholders on
the supply side (such as farmers, local governments,
and civil society actors) to work on issues related

to deforestation. A number of initiatives have been
implemented in countries producing palm oil. The
Tropical Forest Alliance (TFA) and UK Government’s
Partnership for Forests (P4F) Initiative supported
the Africa Palm Qil Initiative, which brings together
governments, companies, civil societies, and
community groups from ten African palm-oil-
producing countries to develop regional principles for
responsible palm oil.”™ In another initiative, the French
research agency CIRAD set up the SALSA platform
in 2016, working predominantly on sustainable palm
oil cultivation in Indonesia and Malaysia.'? In cocoa,

a new public-private partnership - the Cocoa &
Forests Initiative (CFIl) - has been organized by the
World Cocoa Foundation (WCF), IDH, and The Prince
of Wales’ International Sustainability Unit (ISU). The
governments of Cote d’lvoire and Ghana and thirty-
two leading cocoa and chocolate companies have
joined together in the hopes of ending deforestation
and restoring forest areas.’™

151.  TFA (2017), Tropical Forest Alliance 2020 Africa Palm Oil Initiative. Available at
https:/www.tfa 2017/10/BN5_English_Final_5Oct.pdf

153, For further information, see https://www.worldcocoa-

foundation.org/initiative/cocoa-forests-initiative,



https://www.giz.de/en/worldwide/357.html
https://www.atibt.org/en/the-brussels-declaration-conclusions-of-the-18-th-cbfp-meeting/
https://www.huiledepalmedurable.org/nos-partenaires/?lang=en
https://www.worldcocoafoundation.org/initiative/cocoa-forests-initiative/
https://www.worldcocoafoundation.org/initiative/cocoa-forests-initiative/

Jurisdictional approaches

To drive a transformation towards sustainable agriculture, local jurisdictions and smallholder
farmers must have the ability to develop sustainable production systems. This requires
addressing issues such as land tenure and rights, access to inputs, training, coordination, and
sufficient advisory and outreach services. Governments, key private sector actors, NGOs,
research institutions and outreach agencies all have a role to play. Producers must also be
able to market these products to consumers. Strong incentives or mandates in the producer
countries to support sustainable production can provide clear market signals for sustainably
produced products. Price signals and consumer demand for sustainably produced commodities
are currently not strong enough to drive change in key production locations. This demands
multilateral action by producer and consumer country governments - market access can

be facilitated by removing trade barriers or distorting taxes and subsidies, and demand for
sustainable goods grown through information campaigns, public procurement policies, and
other policy measures.

Jurisdictional approaches can ease multi-stakeholder and cross-country challenges by ensuring
sustainable production practices across an entire jurisdiction. Consumer-side commitments on
sustainable production and commodity sourcing call for an efficient and inexpensive solution

to guaranteeing sustainable production of commodities - jurisdictional approaches are a key
part of the solution. Moreover, monitoring at a jurisdictional landscape level drives transparency,
which powers a cycle of action, investment and sourcing.

Jurisdictional or landscape approaches aim to reconcile competing social, economic, and
environmental objectives, and take place at a scale that matches the administrative boundaries
of sub-national or national governments. These approaches can be civil society, government, or
private sector led. The focus is on helping regions to adopt sustainable production approaches,
rather than ensuring sustainable sourcing approaches in the supply chains of large companies.
These approaches can complement certification, as certification does not incorporate the
territory between certified farms and concessions in which most of the deforestation occurs.
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To connect demand with supply of agricultural products, IDH works on
monitoring, convening public-private partnerships, and the development

of the Verified Sourcing Area (VSA) model. End buyers are connected

to the compacts in various ways, including via pilot projects to support
implementation of the compact targets or sourcing from the region. The VSA
Digital Platform, currently in development, is envisioned to create a new form
of interaction between end buyers and compact stakeholders, by making
progress on KPIs and end buyer activities visible, as well as functioning as a
matchmaking platform between compacts and buyers.

To scale up sustainable landscape approaches IDH builds on good
governance, duplicating successful innovations, making connections to
markets, and providing financing. Scaling is easier where there is strong
provincial or state governance with effective local PPl compacts supporting
innovation. These provide a ready model for neighbouring jurisdictions to
emulate. Market players can also scale innovations by taking new ways of
doing sustainable business developed in one landscape and applying them
in another from which they are also sourcing. IDH builds networks linking
diverse landscapes and markets seeking sustainability. We aim to scale
impact beyond a single landscape or commodity, creating verified sourcing
areas for multiple commodities, and constantly inventing new ways of doing
business. Sustaining and scaling innovations need financing and IDH not only
co-funds innovations to reduce the risks for investors, but also helps projects
to become investable and creates new international investment vehicles
specifically to scale up sustainable landscape management.

While the IDH jurisdictional approach is explained in detail above, many
organizations work on landscapes, including Conservation International,
WWEF, GlZ, CIFOR, Earth Innovation Institute, and Solidaridad.




Accelerating action in producer countries H

Efforts to shift production standards face many barriers. It can often be difficult
for smallholders and producers in low-income countries to obtain the financing to
transform their operations, limiting their ability to achieve sustainable production.

Interest rates are often a major hurdle and too high for farmers to be willing to take

on the risk of these investments. Banks also face risk, and de-risking sustainable
investments for both parties, as exemplified by the “&Green” initiative, provide a
way to grow investment. Coupling financing support with outreach and technical
assistance is one effective way to ensure farmers engaging in long-term loan
agreements make real and economically viable changes to cultivation practices.

A critical constraint for pursuing sustainable development in jurisdictions is the
scale of investment required - previous TFA works suggest investment needs
could reach around USD 160 billion annually.™ When comparing the investment
needed to assets under management of funds created to invest in ecological and
regenerative agriculture and food systems, it’s clear a large gap needs to be filled.
Currently the capital of the 63 leading agricultural investment funds sums to just
USD 7.1 billion.™®

Several national-level initiatives are constrained by enforcement issues. In Brazil,
human and financial resources limit implementation of the rural land registry,

and disincentivizing compliance from farmers. To combat enforcement issues,
Resolution 3545, which limits access to rural credits if farmers are non-compliant
with the Forest Code was implemented. In Paraguay, the Zero Deforestation

Law could limit forest loss in the Atlantic Forest, but doesn’t completely halt
illegal extraction and results in enhanced deforestation in the western part of the
country including ElI Chaco.™® Increased support for relevant environmental and
agricultural agencies in deforestation-prone countries could boost compliance
and enforcement capacity. Knowledge-sharing and capacity building can also help
with promotion and implementation of the most effective policies. Crucially, many

https:/www.
tfa2020.org/wp-content/uploads/2016/03/Better-growth-with-forests-report.pdf
http:/www.fac.org/3/i8226en/18226EN.pdf.

https:/www.profundo.nl/download/idh1904
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https://www.tfa2020.org/wp-content/uploads/2016/03/Better-growth-with-forests-report.pdf
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Governments of the 12 European countries have taken steps

to combat deforestation linked to key commodiities, but these
measures are mostly voluntary and non-binding. Governments
must codify real incentives for sustainable purchasing into law.

Consumer awareness, concern, and agency cover activities aimed at raising
awareness among end users of how goods and commodities contribute to
deforestation. The degree to which consumers are aware of an issue, concerned
by it, and able to act on it profoundly affect the purchasing decisions they make.
Consumer awareness interventions include education programs, communication
campaigns, and product labeling. Consumer activism on palm oil and timber,
long targets of campaigns by NGOs, appears to be an exception. Awareness

of sustainable sourcing of other commodities is limited, and a recent target for
government intervention. Among the 12 countries, the French government has
been the most active in activating consumers. France plans to launch a “zero
deforestation label” by 2020.™° It’s important to note that consumer campaigns
can have unintended consequences - for example the palm oil free movement
hinders the promotion of sustainable palm oil, which has the potential to reduce
deforestation.
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https://www.gouvernement.fr/en/ending-deforestation-caused-by-importing-unsustainable-products
https://af.reuters.com/article/energyOilNews/idAFL8N1XP37D
https://www.ecologique-solidaire.gouv.fr/sites/default/files/2018.11.14_SNDI_0.pdf
https://www.ecologique-solidaire.gouv.fr/sites/default/files/2018.11.14_SNDI_0.pdf
https://www.gov.uk/government/collections/cpet-resources-for-government-procurers-suppliers-and-businesses#timber-procurement-policy-publications-and-guidance
https://www.gov.uk/government/collections/cpet-resources-for-government-procurers-suppliers-and-businesses#timber-procurement-policy-publications-and-guidance
https://www.chathamhouse.org/sites/default/files/publications/research/20140908PromotingLegalSustainableTimberBrackFinal2_0.pdf
https://www.chathamhouse.org/sites/default/files/publications/research/20140908PromotingLegalSustainableTimberBrackFinal2_0.pdf
http://ec.europa.eu/environment/gpp/pdf/news_alert/Issue_82_Article.pdf
http://ec.europa.eu/environment/gpp/pdf/news_alert/Issue_82_Article.pdf
https://www.parliament.uk/documents/CSD-Commercial-Services-Directorate/Sustainable Procurement Policy.pdf
https://www.parliament.uk/documents/CSD-Commercial-Services-Directorate/Sustainable Procurement Policy.pdf
https://madera-sostenible.com/madera/fsc-presentara-dos-publicaciones-en-construtec-2018/
https://madera-sostenible.com/madera/fsc-presentara-dos-publicaciones-en-construtec-2018/
https://www.kakaoforum.de/en/about-us/german-initiative-on-sustainable-cocoa/
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uploads/2018/11/UK-RT-Annual-Progress-Report_Final _11.09.18.pdf

https:/

’. Available at:

«eholders?

ailable at: https://agri-

Government-to-government dialogue can include various forms of communication
between governments to agree on measures to address deforestation. This can
take the form of discussions or partnerships between governments of consumer
countries and/or governments of producer countries on how to address issues
related to production, trade, or manufacturing of various commodities.”' Palm oil
has been the main focus of government-to-government dialogues. For example,
IDH and Solidaridad implemented the National Initiatives for Sustainable and
Climate-smart Oil Palm Smallholders program, a government-to-government
program funded by the Netherlands and currently operating in Indonesia, Malaysia,
and Nigeria.

Redirecting consumption patterns: initiatives to change demand for certain
products though positive or negative incentives are few. As a prominent example,
France has decided to end tax incentives for adding palm oil to diesel fuel as of
2020."7? Qutright bans or restrictions placed on imports of certain commodities,

if these are judged to contribute (too much) to deforestation, are not frequently
used either. Under the National Strategy to Combat Imported Deforestation,
France intends to stop importing soy, palm oil, beef, wood, and other products
linked to deforestation and unsustainable agriculture by 2030.”7* Norway has also
considered banning imports of unsustainable palm oil as feedstock to biofuels.”

71 An EU example r \,\ \g on go
tackling de
s National As

monqaba com/2016/03/f

“ement, Governance and Trade (FLEGT)
overnments to address illegal logging

at: https:/news.

overnment dialogue is the Forest Lav

Forts_tropicales_15_10_cle8a4966.pdf Climate Home Ne 0 Available at: https:/
03/the-french-duty-of-vigilance-law-what-you-need-to-know, wwwcl\matechanqen ws.com, 2018 N4, france ms-| station-import 30,
ges (including whether the type of 4. Bloomberg (2019), “Norway Pushes for Sustainable Palm > Forge Malaysia Deal”. Available at: https:/www.
nformation see https://sustainablefor- b\oomberq com/news/articles/2019-02-26/norwa Dushes -for-sustainable-palm-oil-to-forge-malaysia-deal
in Switzerland”. Available at: https:/ rway to avily restrict pa \ link

Independen vlk deforestation”. Available at: https:./www.independ-



http://www.efeca.com/wp-content/uploads/2018/11/UK-RT-Annual-Progress-Report_Final_11.09.18.pdf
http://www.efeca.com/the-uk-roundtable-on-sustainable-soya/
https://diplomatie.belgium.be/en/newsroom/news/2018/beyond_chocolate
https://www.atibt.org/en/groupe-national-forets-tropicales-gnft-sest-reuni-16-fevrier-a-paris/
https://www.atibt.org/en/groupe-national-forets-tropicales-gnft-sest-reuni-16-fevrier-a-paris/
https://agriculture.gouv.fr/sites/minagri/files/documents/publications/pdf/rapport_anglais_Forts_tropicales_15_10_cle8a4966.pdf
https://agriculture.gouv.fr/sites/minagri/files/documents/publications/pdf/rapport_anglais_Forts_tropicales_15_10_cle8a4966.pdf
https://www.csrandthelaw.com/2017/08/03/the-french-duty-of-vigilance-law-what-you-need-to-know/
https://sustainableforestproducts.org/node/65
https://sustainableforestproducts.org/node/65
https://www.swissinfo.ch/eng/business/consumer-affairs_wood-not-labelled-properly-in-switzerland/43880440
https://www.swissinfo.ch/eng/business/consumer-affairs_wood-not-labelled-properly-in-switzerland/43880440
https://news.mongabay.com/2016/03/france-imposes-new-palm-oil-tax-indonesia-malaysia-protest/
https://news.mongabay.com/2016/03/france-imposes-new-palm-oil-tax-indonesia-malaysia-protest/
https://www.climatechangenews.com/2018/11/14/france-aims-ban-deforestation-imports-2030/
https://www.climatechangenews.com/2018/11/14/france-aims-ban-deforestation-imports-2030/
https://www.bloomberg.com/news/articles/2019-02-26/norway-pushes-for-sustainable-palm-oil-to-forge-malaysia-deal
https://www.bloomberg.com/news/articles/2019-02-26/norway-pushes-for-sustainable-palm-oil-to-forge-malaysia-deal
https://www.independent.co.uk/environment/norway-palm-oil-fuels-deforestation-rainforests-orang-utans-biofuels-a8666646.html
https://www.independent.co.uk/environment/norway-palm-oil-fuels-deforestation-rainforests-orang-utans-biofuels-a8666646.html
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https://www.forest-trends.org/wp-content/uploads/imported/Brack_Deforestation_Programme_Report_FINAL.pdf

The European Union has
proposed actions to
address deforestation

Faced with multiple calls for an ambitious joint approach to tackle deforestation,
the European Commission (EC) recently released a policy paper building on
several previous studies and consultations “to propose ways to step-up EU
action to protect the world’s forests”.

The EU cannot address global tropical deforestation alone, but as a major
trader, investor, and the largest provider of development assistance globally,
the EU action has great power. The EU document sets out five priorities while

recognizing that solutions need to be specific to the country and region targeted.

These five priorities are:

1 Reduce the footprint of EU consumption and encourage the
\ ) consumption of products from deforestation-free supply chains;

2 Work in partnership with producer countries to reduce pressures on
___ forests and to “deforest-proof” EU development cooperation;

3 Strengthen international cooperation to halt deforestation and forest
\__— degradation, and encourage forest restoration;

R
4 Redirect finance to support more sustainable land-use practices; and
—
5 Support the availability of and access to quality information on forests

\ ) and commodity supply chains, and support research and innovation.

5
The actions proposed also aim to crea

Observatory on deforestation and fore
measures, and reinforce the implemer: - &5
and Governance and Trade (FLEGT) A
logging).

6

It is imperative to note, however, that '

is drawing to a close, this Communica
blueprint for the incoming Commissio
should be seen as a proposed list of ir
upon by the incoming Commission. It A
active engagement of the European P
actions it contains.

Sources:

EC (2018), Feasibility study on options to step up EU action against B
KHO418199ENN2.pdf

EC (2018), “Deforestation and forest degradation - stepping up EU ¢
initiatives/ares-2018-6516782_en

EU Communication (2019) on Stepping up EU Action to Protect and
forests/eu_comm_2019.htm

European Commission (2019) COMMUNICATION FROM THE COMMI
ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF TI|
Forests. COM(2019) 352 final, Brussels, 23.7.2019.
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http://ec.europa.eu/environment/forests/pdf/KH0418199ENN2.pdf
http://ec.europa.eu/environment/forests/pdf/KH0418199ENN2.pdf
https://ec.europa.eu/info/law/better-regulation/initiatives/ares-2018-6516782_en
https://ec.europa.eu/info/law/better-regulation/initiatives/ares-2018-6516782_en
https://ec.europa.eu/environment/forests/eu_comm_2019.htm
https://ec.europa.eu/environment/forests/eu_comm_2019.htm
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Key assumptions and
data feeding into the
scenario exercise

The scenario exercise in this chapter aims to provide
an estimation and indication of future deforestation
rates and greenhouse gases emission. Due to limited
data availability, the model measurement utilizes
information on soy and palm oil retrieved from the
two reports: “European soy monitor - insights on the
European supply chain and the use of responsible
and deforestation-free soy in 2017”78 and “Choosing
sustainable palm oil - progress report on the import
and use of sustainable palm oil in Europe”®,

For Poland and Portugal where no data is available for
soy and/or palm oil, we took the most conservative
assumption that none of its soy is sustainably sourced.
On the palm oil data, we only account for palm oil
used in the food, feed and oleochemical sectors.
These sustainable sourcing figures have been derived
through literature review and consultation with
national experts. Appendix A contains a detailed
methodology with the key assumptions, including

the calculation of land requirements for both soy and
palm oil.

178 DH & IUCN NL (2019), European Soy Monitor - Insights on the European sup-
ply chain and the us sponsible and deforestation soy in 2017.

179. European S able Palm Oil (2019). Cho nable palm oil - pro-
gress report on the import and use of sustainable palm oil in Europe

ing su
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ent scenarios for how
g in Europe could evolve

erformance could evolve in the future vary on multiple

that meet the goals of the Amsterdam Declaration (for example,
sterdam Declaration or all 28 countries in the European Union),
tions (achieving sustainable sourcing goals in 2025 or 2030).

0s, three with the time period
e period set to 2030.

5 -enario assumes that the current
re-exports) that is sustainably
te from today’s levels (2017) for
IIm oil and 3 percent for soy.’®° As
,e impacts are mainly driven by
6 from the 12 countries.

5 scenario assumes that each of the

“~~%le sourcing share of the current

:ommodity by 2025.

scenario assumes that the 12
e sourcing performance in a linear
sustainable sourcing by 2025.

B crease for soy are based on historical growth rates. For
timated to be 47 percent. Maintaining a constant year-on-year
r soy in 2020 and 2021 will be 48 percent and 50 percent.

Time period 2030

O

Business-as-usual to 2030. This scenario assumes that the current
share of net imports (adjusted for re-exports) that is sustainably
sourced increases at a constant rate from today’s levels (2017) for
the 12 countries - 4 percent for palm oil and 3 percent for soy.”® As
a result, the deforestation and CO.e impacts are mainly driven by
changes in the volume of demand from the 12 countries.

Match best practice by 2030. This scenario assumes that each

of the 12 countries achieves the sustainable sourcing share of the
current best-performing country in each commodity by 2030.

Zero deforestation by 2030. This scenario assumes that the 12
countries improve their sustainable performance in a linear fashion
to achieve 100 percent sustainable sourcing by 2030.

181. The estimations of 4 percent increase for palm oil and 3 percent increase for soy are based on historical growth rates. For

instance, Belgium'’s sustainable sourcing rate for soy in 2019 has been estimated to be 47 percent. Maintaining a constant year-on-year

growth rate increase of 3 percent, Belgium’s sustainable sourcing rate for soy in 2020 and 2021 will be 48 percent and 50 percent.
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CUMULATIVE DEFORESTATION CAUSED
Understanding trends in major BY EUROPEAN MARKET DEMAND

European consumer markets able sourcing rate increases for soy BETWEEN 2018 AND 20254
cumulative deforestation caused Deforestation area (‘OO0 hectares)
is approximately 6.6 Mha (an area

percent of the total land area of the
Initiatives to address deforestation

assumed to converge to the current

ount of estimated deforested land
Building sustainability scenarios to a slightly smaller than Switzerland).
accelerate progress tainable sourcing among the 12

nt sustainable sourcing) and soy (82 2,825 1,157 3,982 0.9%

R | sov @ Paim oil Share of European

Union’s total land area
Business-as-usual (BAU) to 20258

5,015 1,663 6,678

Match best practice by 2025¢

Zero deforestation by 2025°P

Achieving urgently needed action to 2,183 861 3,045

end commodity-driven deforestation . . . )
rovement in sustainable sourcing, with

tainable sourcing of both soy and
cted level of cumulative deforestation
Mha (an area the size of Belgium) -
Appendix A: Methodology for e EU.
sustainability scenarios

Difference: BAU & Zero deforestation

2,832 801 3,633 0.9%

O 6060606

ce between the highest deforestation
he lowest deforestation scenario
of deforestation over the next seven

the size of Netherlands (or about 0.9
Appendix B: Producer country profiles ean Union members).

(A) Estimates for 12 European markets: Belgium, Denmark, France, Germany, Italy, Netherlands, Norway, Poland, Portugal, Spain,
Switzerland, and the United Kingdom. (B) Assumes that the 12 markets increase their sustainable sourcing rates at a constant pace
(3% y-o-y for soy and 4% y-o-y for palm oil) till 2025. (C) Assumes that the 12 markets match the 2018 best practice sustainable
sourcing rates in 2025. (D) Assumes that the 12 market attain 100% sustainable sourcing in 2025.

Source: Henders et. al.(2015); FAO STAT; USDA, Global Forest Watch; AlphaBeta analysis
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Appendix A: Methodology for
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sustainability scenarios
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European Union members).'®°
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(A) Estimates for 12 European markets: Belgium, Denmark, France, Germany, Italy, Netherlands, Norway, Poland, Portugal, Spain,
Switzerland, and the United Kingdom. (B) Assumes that the 12 markets increase their sustainable sourcing rates at a constant pace
(3% y-o-y for soy and 4% y-o-y for palm oil) till 2030. (C) Assumes that the 12 markets match the 2018 best practice sustainable
sourcing rates in 2030. (D) Assumes that the 12 market attain 100% sustainable sourcing in 2030.

Source: Henders et. al.(2015); FAO STAT,; USDA; Global Forest Watch; AlphaBeta analysis
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B8N to the “Zero deforestation by 2025”
) of CO,e could be avoided between
eduction of taking more than 9.6
:Wally for seven years (or taking roughly
r vehicles off the road for one year).'®®

CUMULATIVE EMISSIONS CAUSED BY EUROPEAN

MARKET DEMAND BETWEEN 2018 AND 20254
317 metric megatonnes of CO,e emissions could be avoided over
the next 7 years via accelerated action on sustainable sourcing

¥ soy (@= pamoil

Metric megatonnes
(1 metric megatonne = 1,000,000 metric tonne)

587
©
353
v
270
120
415 89
234
181

Business-as-usual (BAU) Match best practice Zero deforestation
to 2025 by 2025 by 2025

(A) Estimates for 12 European markets: Belgium, Denmark, France, Germany, Italy, Netherlands, Norway, Poland, Portugal, Spain,
Switzerland, and the United Kingdom.
Source: Henders et. al.(2015); FAO STAT; USDA, Global Forest Watch; AlphaBeta analysis


https://www.epa.gov/energy/greenhouse-gas-equivalencies-calculator

CUMULATIVE EMISSIONS CAUSED BY EUROPEAN

MARKET DEMAND BETWEEN 2018 AND 20304
498 metric megatonnes of CO,e emissions could be avoided over
the next 12 years via accelerated action on sustainable sourcing

R sov (@= pamoil

Metric megatonnes
(1 metric megatonne = 1,000,000 metric tonne)

1,01
292 498
657
\ 4
243 =03
179
709
414
324

Zero deforestation
by 2030

Business-as-usual (BAU) Match best practice
to 2030 by 2030

(A) Estimates for 12 European markets: Belgium, Denmark, France, Germany, Italy, Netherlands, Norway, Poland, Portugal, Spain,
Switzerland, and the United Kingdom.
Source: Henders et. al.(2015); FAO STAT,; USDA; Global Forest Watch; AlphaBeta analysis
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https://www.epa.gov/energy/greenhouse-gas-equivalencies-calculator
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/European Union First/LV-03-06-EU INDC.pdf
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/European Union First/LV-03-06-EU INDC.pdf
https://www.eea.europa.eu/publications/european-union-greenhouse-gas-inventory-2018

Achieving
urgently needed
action to end
commodity-driven
deforestation

In the wake of ever-rising greenhouse-gas emissions and
crumbling global ecosystems, the urgency to act to reduce
deforestation is undeniable. Based on the findings presented in
previous chapters, this chapter identifies key levers of change
to accelerate the reduction of commodity-driven deforestation.
The recommendations described here are not comprehensive
or concrete, rather they serve as an action-oriented agenda to
catalyze rapid shifts to reduce commodity-driven deforestation.




Urgent action is needed

The world needs to urgently address the critical loss of its tropical forests. Under
the status quo, large areas of forest are erased each year in frontline “hotspots”
in South America and Southeast Asia (especially Brazil and Indonesia). New
deforestation frontiers are opening up in Africa, and to a lesser extend in parts
of Latin America and South East Asia previously spared from deforestation. DR
Congo is already the tropical country with the third highest forest loss today
and 6 of the 9 new deforestation hotspots are African. Where efforts to curb
deforestation have previously targeted Brazilian and Indonesian deforestation,
especially on soy and palm oil, the opening up of new frontiers suggest an
urgent need to expand efforts to more areas and commodities.

In the countries home to these forests, the data shows that deforestation is
primarily driven by agricultural expansion. Both large-scale commodity production
and smallholder agriculture to satisfy local demand are eroding forest ecosystems.
Zooming into the individual producer countries (see profiles), it’s clear that the
drivers are not the same everywhere - while large-scale commercial agriculture
for beef and soy drives deforestation in Brazil, small-scale agriculture and timber
extraction destroy the DR Congo’s forests. Palm Qil, once confined to plantations
in Indonesia and Malaysia, is expanding into new frontiers in Africa, Latin America,
and other parts of Asia. The different patterns of deforestation mean that there

is no “one-size-fits-all” solution. Policies and interventions must be tailored to

the local contexts and developed collaboratively between all stakeholders. We
must end unsustainable land use and deforestation, and halt their legacy of
enormous greenhouse-gas emissions, devastation of nature and biodiversity, and
disenfranchisement of local people.
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https://forestdeclaration.org/summary
https://www.idhsustainabletrade.com/verified-sourcing-areas/
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Several immediate actions to
reduce deforestation exist

To curb deforestation, increase sustainable production and support farmers,
this report provides nine recommendations for urgent action. This is not a
comprehensive discussion of all available opportunities.

The recommendations introduce policy ideas, (some of) which can become part
of an ambitiousagenda by countries to reduce commodity-driven deforestation.
This can help achieve sustainable sourcing of commodities in line with the
Amsterdam Declaration targets and ambitions. There is an pressing need to
introduce policy measures to accelerate the progress on meeting the targets
set by governments and companies. The absence of regulation of deforestation
provides for an uneven playing field. Those working on achieving deforestation-
free supply chains are put at a disadvantage compared to those who maintain
destructive practices. By introducing legislation, European governments can
support actors that seek to promote sustainable commodity production and
consumption.

The recommendations presented here can hopefully foster discussion and lead
to agreement among stakeholders to allow all parties to take responsibility,
collaborate, and strengthen actions. In line with this, the EU and Member States
could use the upcoming process to establish a legislative framework to address
deforestation. As an import hub for deforestation-risk commodities, Europe has
a large role in developing solutions, fostering dialogue, and enacting change

to address deforestation. Any policy action on deforestation, sustainable
production, and farmer support should be coherent in its approach and create
alignment between different platforms and actions. The findings presented in
this study suggest that action is urgently needed, and introducing legislation on
deforestation could also help the EU deliver on its international commitments,
such as the Sustainable Development Goals and the Paris Agreement. Countries
and supply chain actors must learn from and inspire each other. The combined
knowledge of governments, private actors, and NGOs is needed to act leverage
opportunities across the value chain and design interventions to combat
deforestation in identified hotspots.



Click here for all 9
recommendations

-

Adopt mandatory reporting
guidelines and due diligence

Adopt mandatory reporting guidelines and due
diligence for firms importing (and using) large
commodity volumes to drive transparency and
market-shifts, requiring companies to assess

the risk of deforestation in their supply chains.
Efforts should build on experience from France’s
Vigilance Law, which is part of its national
strategy to address imported deforestation.

Action on deforestation is currently not supported by legislation
across member states, but reliant on voluntary commitments from
private sector. To spur the sector into further action on sustainable
sourcing and value chain governance, governments could establish
reporting guidelines and mandate firms to report their volumes of
imports, their sources, and the share that is sustainably sourced. Such
mandatory reporting requirements are being used in other industries
to effective change - for example, 45 countries globally (of which 35
are in Europe) have mandatory reporting requirements for packaging.
By including a due diligence aspect, companies would be required

to assess the risk of deforestation in their respective value chains

and take remedial actions. Legislation requires technical support

and training for firms (particularly smaller companies) to help them
understand how to meet obligations, and a lengthy implementation
period to allow companies to scrutinize suppliers and change
operating practices.
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Establish G2G partnerships

Establish G2G partnerships between European
governments and governments in key producing
regions to support capacity development

in the land sector, strengthen enforcement,
governance, and strategic land-use planning,
and build technical capacity. Provide access to
financing options and credit and utilize existing
partnerships and programs to scale impacts.

The countries producing the commodities associated with
deforestation risk face a number of challenges in addressing the
multiple causes and underlying drivers of deforestation. Capacity
building remains an important way of improving production practices
and reducing the risk of deforestation. Direct partnerships between
consumer country governments and specific producer countries

(or even regional governments for hotspot areas) can help tackle
deforestation by addressing issues specific to the given region and
commodity. Potential solutions to address governance challenges
include support for strategic planning, technical assistance and
capacity building, financing options and access to credit, and
strengthening governance capacity in risk regions. The EU and other
large consuming countries already have existing partnerships with
several producer countries like the African Caribbean Partnership
group on a range of topics related to sustainable development and
economic integration.




Click here for all 9
recommendations

-

Develop sustainable sourcing
roadmaps to guide industry efforts

Develop sustainable sourcing roadmaps for
industry associations with clear and realistic
targets for working towards 100% sustainable
sourcing. Governments can provide incentive
packages, while NGOs and academia support
with knowledge, reporting, and verification.

While government regulations can incentivize change, value chain
shifts must be powered by private companies involved in the
production, trade, export, transport, storage, procurement, and
modification of the commodities driving deforestation. Many
companies have adopted sustainable sourcing targets and initiatives,
but there is a lack of coordinated industry-wide action to support
change. Government entities, academia, and NGOs should support
the work by setting clear targets and frameworks, providing
recommendations and technical knowledge, ensuring reporting
and verification, and supporting concerted action. Supporting
collaboration, especially targeting major chains and companies and
encouraging work on joint technical guidelines and procurement
procedures for products with high deforestation risk is key.
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Introduce requirements for
financial investments

Commercial financial institutions are important
actors to achieve deforestation-free, sustainable
commodity production. Establishing sustainability
requirements for financial investments in land,
utilizing guidelines, setting criteria, and screening
investments can de-risk the deforestation risk of the
financial sector. This can include working with the
financial sector on setting ‘No deforestation’-targets.

Commercial financial institutions fund agricultural and commodity
production activities. Commercial banks and other financial
institutions should commit to deforestation-free investment.
Introducing requirements for financial investments and utilizing
guidelines and criteria to screen these for deforestation risk, would
enable financial institutions to play a crucial role in risk reduction
and foster development of investments that promote sustainable
commodity production. Financial institutions should set ‘No
deforestation’ targets similar to those committed to by producers,
traders, manufacturers, and retailers. This would have large ripple
effects, cutting out financing for those actors still engaging in
deforestation.
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Work towards mainstreaming sustainable production and consumption
by introducing sustainability criteria in producing countries and
working with importing markets outside Europe on supporting
increased consumption of sustainable commodities. Work with
producing countries on setting minimum sustainability criteria in the

Initiatives to address deforestation

national law and improving these over time. Ensure market access for
sustainable commodities by reducing tariffs on commodities compliant
with these criteria, preferably across markets beyond Europe.

Building sustainability scenarios to
accelerate progress

European countries should work with producing countries on introducing sustainability

criteria in their respective national laws and improving these over time. Market access can
be supported by mechanisms like tariff reductions and quotas for increased sourcing of
sustainably produced commodities from target regions. The EU could introduce specific
support mechanisms like technical training and blended finance to help producer regions
and countries meet the established sustainability criteria. The EU must avoid placing undue

Achieving urgently needed action to
end commodity-driven deforestation

burden on smaller companies and farmers and proactively help them comply with sustainable
production practices.
Appendix A: Methodology for

In absolute terms, imports of most deforestation-linked commodities are growing, and sustainability scenarios

emerging markets like China and India play an increasingly large role in shaping demand.

Work with these markets on developing sustainable sourcing requirements for key
commodities (notably soy, beef, rubber, and palm oil) is increasingly important to ensuring
sufficient demand for commodities meeting sustainability criteria. Without global action,
deforestation rates will remain high, and facilitating cooperation with other importers to share
lessons and explore collaboration based on shared needs and different realities is crucial to
combating deforestation.
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Appendix A:

Methodology
for sustainability
scenarios

Following is an overview of the methodology and key
assumptions used in the scenario analysis in Chapter 5.
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Methodology and Data

Unit of measurement

The deforestation is measured as cumulative hectares of
deforestation either between 2018 and 2025 (for time
period 2025) or between 2018 and 2030 (for time period
2030). The CO,e is measured over the respective time
period depending on the scenarios.
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VR LIRS ) (L S e le sourcing varies by commodity. Specifically:

Netherlands. The Dutch Alliance for Sustainable Palm Oil (DASPO)
reports that 88 percent of the total volume processed by the Dutch
food industry in 2017 is sustainably sourced.

Norway. The Norwegian Initiative for Sustainable Palm Oil

(NISPO) estimates that its signatories have largely achieved its
sustainable sourcing targets (99 percent). However, NISPO is only
representative of the food industry. Therefore, we have factored the
market share of the food industry (which is about 45 percent) in our
analysis of sustainable palm oil sourcing in Norway.'®?

Spain. The Spanish Foundation for Sustainable Palm Oil estimates
that the use of sustainable palm oil by the Spanish food industry
reached 44 percent in 2018.

United Kingdom. Efeca analysis of UK refinery data finds that 75
percent of total palm oil imports to the UK in 2017 are certified by
RSPO.

Switzerland. The State Secretariat for Economic Affairs estimates
that the level of sustainably sourced palm oil is 90 to 100 percent. A
conservative estimate of 90 percent is used for this analysis.

For Poland and Portugal where no data is available, we took
the most conservative assumption that none of its palm oil is
sustainably sourced.
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The above sustainable sourcing figures both for soy and palm oil have been industries that could be representative

derived through literature review and consultation with national experts.
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http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
http://www.cocoabarometer.org/cocoa_barometer/Download_files/2018 Cocoa Barometer 180420.pdf
https://www.hivos.org/assets/2018/06/Coffee-Barometer-2018.pdf
https://www.hivos.org/assets/2018/06/Coffee-Barometer-2018.pdf
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Step 2

Understand land

requirements

For simplicity, the trade
flow composition (i.e. where
each country imports from
and volume as a percentage
share of total imports) is
held constant at the 2016
level

The land required to meet
this level of demand

was estimated based on
current land required to
produce a certain volume
of production, adjusted for
historical improvements

in yield growth (e.g. soy
produced per hectare)
drawing on FAO data

Step 3

required that could lead

to deforestation was
calculated based on the 2016
deforestation attributed

to the production of the
given crop / product (e.g., if
deforestation attributed to
the crop was 10,000 ha and
the land under production
was 100,000 ha, the
proportion is 10%)

CO,e impacts based on
local data sources of
emissions associated with
deforestation

UNDERSTANDING DEFORESTATION (AND CO.E) IMPACT INVOLVED 4 STEPS

Step 4

Estimate deforestation and Adjust for different
CO.,e impacts scenarios

O This proportion of land

O Understand these estimates

for the different scenarios
defined

The share of sustainably
sourced production

is assumed to result

to an equal share of
deforestation impacts (e.g.
20% more sustainable soy
imports implies 20% less
deforestation associated with
the European demand)

Land required (in hectares) to
meet future European demand

Deforestation in millions of
hectares; CO,e

Deforestation and CO,e impacts
by scenario
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Step 1: Estimate net European demand imports

Data from the Food and Agriculture Organization of the United Nations (FAO)

and IDH was leveraged to calculate the net imports of demand for soy (includes
soybean, soy meal and soy oil) and palm oil in the 12 European countries. As some
countries are major re-exporters, it is important to properly account for imports
that are meant for the domestic markets. This was done by stripping out exports
that were produced locally, assuming that overall export to demand ratios apply to
local production.

4 A

Table 1: Sources and approach for historical net imports

Commodity Source and approach

Net imports, adjusted for . FAO Database'™®
re-exports \ . |DH199

(in ‘O00 tonnes)
Soy

% . FAO Database?°°

Palm Oil

To estimate what the European demand for soy and palm oil in 2025 and
2030, historical data was used to provide weighted 5-year CAGRs which
could be applied to the net import data of each of the 12 countries.?”

http://www.fao.org/faostat/en/#data
https:/www.idhsus-
tainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
http://www.faoc.org/faostat/en/#data
http:/www.agri-outlook.or
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http://www.fao.org/faostat/en/#data
http://www.fao.org/faostat/en/#data
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
https://www.idhsustainabletrade.com/uploaded/2019/04/European-Soy-Monitor.pdf
http://www.fao.org/faostat/en/#data
http://www.agri-outlook.org/
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Calculating land requirements for soy meal and soy oil

To determine the amount of land required to grow the soy products in

the producer countries, we assume that each tonne of soy meal or soy oil
requires the same amount of land as one tonne of soybean (termed as

the 1-to-1 conversion approach). This will lead to an underestimation of
deforestation as we need more than one tonne of soybean to produce one
tonne of soy meal or soy oil (based on research on crushing ratios, one
soybean only contains 78.5 percent of soymeal and 18.5 percent of soy
oil). However, using the crushing ratio approach might lead to significant
double-counting, which is more problematic.

To illustrate the extent of double-counting, we consider the following
example:

Belgium imported 625,441 tonnes of unsustainable soy products in
2017 under the “Business-as-usual (BAU) to 2025” scenario

Using the breakdown of soy products in 2017, soybean took up
16 percent at about 100,071 tonnes; soymeal 77 percent at about
481,590 tonnes, and soy oil 7 percent at 43,781 tonnes

If we take the 1-to-1 conversion approach, we will find the land
requirements to plant 625,441 tonnes of soybean

If we take the crushing ratio approach, for soy meal, it will take
613,490 tonnes of soybeans to produce 481,590 tonnes of soy meal
and for soy oil, it will take 236,654 tonnes of soybeans to produce
43,781 tonnes of soy oil. Total land requirement for soybean will then
be equivalent to 950,215 tonnes (about 1.5 times the 1-to-1 conversion
approach)

Therefore, due to the potential significant overlaps, we have decided
to use the 1-to-1 conversion approach


https://apps.fas.usda.gov/newgainapi/api/report/downloadreportbyfilename?filename=Oilseeds and Products Annual_Jakarta_Indonesia_3-15-2018.pdf
https://apps.fas.usda.gov/newgainapi/api/report/downloadreportbyfilename?filename=Oilseeds and Products Annual_Jakarta_Indonesia_3-15-2018.pdf
https://apps.fas.usda.gov/newgainapi/api/report/downloadreportbyfilename?filename=Oilseeds and Products Annual_Jakarta_Indonesia_3-15-2018.pdf
https://www.thestar.com.my/news/community/2013/07/18/trying-times-for-smallholders-reduced-oil-extraction-rate-for-palm-oil-causing-them-sleepless-night
http://palmoilis.mpob.gov.my/publications/OPIEJ/opiejv3n1-25.pdf
http://bepi.mpob.gov.my/index.php/en/statistics/oil-extraction-rate/374-oil-extraction-rate-2019/934-oil-extraction-rate-of-crude-palm-oil-2019.html

Step 3: Estimate deforestation and CO.,e impacts

Historical annual deforestation data for soy and palm oil in each of the sourcing
countries was extracted from a report by the USDA.?°4 This report collected and
standardized deforestation data from a variety of sources including government
sources such as the Brazilian INPE PRODES project and other well-regarded
research papers on the topic such as Henders et al (2015).2°5 Such data is generally
unavailable across all the sourcing locations - another reason for the assumption
that soy and palm oil for the 12 European countries was only sourced from
Argentina and Brazil, and Indonesia and Malaysia respectively. Furthermore, since
there is no time series data, the latest estimates were assumed to hold constant for
the projection period.

4 A

Table 3: Inputs and sources for historical deforestation data

Share of Indonesia . USDA Economic Research Service

deforestation . Henders et al

attributable . Gunarso et al2o6

to palm

production Malaysia . USDA Economic Research Service
. Henders et al

Share of Argentina . USDA Economic Research Service

deforestation .
attributable to
soy production

Henders et al

Brazil . USDA Economic Research Service

. Henders et al

https:/www.ers.usda.gov/publications/pub-details/?pubid=83298

https://iopscience.iop.org/article/10.1088/1748-9326/10/12/125012/pdf

https:/www.

tropenbos.org/resources/publications/oil+palm+and+land+use+change+in+indonesia%2C+malaysia+and+papua+new+guinea
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https://www.tropenbos.org/resources/publications/oil+palm+and+land+use+change+in+indonesia%2C+malaysia+and+papua+new+guinea
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(A) Production data is sourced from the UN Food & Agricultural Organisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States D
Organisation (ITTO), UTZ, and existing AlphaBeta research. Palm oil data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest dat:
trends is sourced from the Global Forest Watch (GFW). (C) Data on ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs ir
(GCF-TF), IDH Sustainable Landscapes initiative, existing Tropical Forest Alliance (TFA2020) and AlphaBeta research, and expert interviews.
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http://www.ispo-org.or.id/index.php?lang=en
https://news.mongabay.com/2018/09/indonesian-president-signs-3-year-freeze-on-new-oil-palm-licenses/
http://www.ecosystemmarketplace.com/articles/indonesias-sustainable-districts-bet-on-corporate-deforestation-pledges/
https://theredddesk.org/countries/indonesia/initiatives
https://www.forestcarbonpartnership.org/sites/fcp/files/FCPF%20Annual%20Report%202018%20FINAL%20VERSION-compressed%20under%2020%20MB.pdf
https://earthinnovation.org/2016/03/mapping-and-monitoring-smallholder-palm-oil-producers-in-central-kalimantan/
https://www.rainforest-alliance.org/business/wp-content/uploads/2018/10/2016-Diagnostic-Report-on-Riau-20Oct17.pdf
https://www.proforest.net/proforest/en/files/plbn_02_dec10_final.pdf
https://www.edf.org/sites/default/files/collaboration-toward-zero-deforestation.pdf
https://www.biocarbonfund-isfl.org/isfl-indonesia-program-jambi-province
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rganisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States Department of Agriculture (USDA), International Tropical Timber
il data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest data available for tropical timber is 2016. (B) Data on deforestation
n ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs including the FCPF, Governor’s Climate and Forest Task Force
-orest Alliance (TFA2020) and AlphaBeta research, and expert interviews.
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https://www.mpocc.org.my/mspo-certification-scheme
http://www.rinya.maff.go.jp/j/kaigai/kyoryoku/attach/pdf/zdf-14.pdf
https://theredddesk.org/countries/Malaysia
https://theredddesk.org/countries/Malaysia
https://theredddesk.org/countries/Malaysia
http://open_jicareport.jica.go.jp/pdf/1000024873.pdf
https://www.rspo.org/news-and-events/news/rspocertified-palm-oil-could-become-the-norm-in-sabah-kalimantan
https://www.theborneopost.com/2017/10/25/sabah-on-track-to-expand-totally-protected-areas-to-30-cm/
http://www.forest.sabah.gov.my/REDD+/
https://rspo.org/news-and-events/news/in-a-malaysian-village-sustainable-palm-oil-certification-brings-guaranteed-markets
https://www.foreversabah.org/about
https://borneoproject.org/our-story
https://www.nst.com.my/news/2015/10/sarawak-rejects-trade-barriers
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(A) Production data is sourced from the UN Food & Agricultural Organisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States D
Organisation (ITTO), UTZ, and existing AlphaBeta research. Palm oil data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest dat:
trends is sourced from the Global Forest Watch (GFW). (C) Data on ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs ir
(GCF-TF), IDH Sustainable Landscapes initiative, existing Tropical Forest Alliance (TFA2020) and AlphaBeta research, and expert interviews.
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https://news.mongabay.com/2017/03/amazon-soy-moratorium-defeating-deforestation-or-greenwash-diversion/
https://www.cargill.com/doc/1432136544508/cargill-policy-on-south-american-soy.pdf
https://unfccc.int/news/forest-protection-in-brazil-boosted-through-redd-plus
https://theredddesk.org/resources/brazil-overview-redd-countries-database
https://theredddesk.org/resources/brazil-overview-redd-countries-database
https://www.idhsustainabletrade.com/landscapes/mato-grosso-brazil/
https://www.idhsustainabletrade.com/landscapes/mato-grosso-brazil/
http://municipiossustentaveis.mt.gov.br/#!home
http://municipiossustentaveis.mt.gov.br/#!home
https://news.walmart.com/2018/09/13/unilever-and-walmart-announce-forest-sustainability-initiatives-at-the-global-climate-action-summit
https://gcftaskforce-database.org/en/Partnerships/brazil.para
https://news.walmart.com/news-archive/2009/11/20/usaid-walmart-transfair-usa-sebrae-minas-gerais-sponsor-brazil-coffee-cupping-competition
https://www.idhsustainabletrade.com/uploaded/2018/01/SFTF3_FINAL_JAN-ENG.pdf
https://medium.com/trase/matopiba-brazils-soy-frontier-9ad4cc6fe2d9
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rganisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States Department of Agriculture (USDA), International Tropical Timber
il data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest data available for tropical timber is 2016. (B) Data on deforestation
n ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs including the FCPF, Governor’s Climate and Forest Task Force
-orest Alliance (TFA2020) and AlphaBeta research, and expert interviews.
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https://www.unredd.net/documents/un-redd-partner-countries-181/national-redd-strategies-1025/15893-rdc-national-redd-framework-strategy.html
https://www.forestcarbonpartnership.org/country/congo-democratic-republic
http://www.rdc-snsf.org/

PRODUCER PROFILE

Paraguay

PRODUCTION TRENDS

SHARE OF GLOBAL
PRODUCTION, 2017 (%)

ANNUAL GROWTH RATE

2012-17 (%)

EXPORTS SHARE OF
PRODUCTION, 2016 (%)

EXAMPLES C

NATIONAL LEV

Government of

2

Taking stock of developments in key
commodity production countries

Approaches to promote sustainable
commodity production

Understanding trends in major

3
soy & 19.3 ::\;f forests, preven European consumer markets
Beef M - 1 i 0.8 g:g zilfr:e:" Collaboration
. N/A Cocoa a joint effort be
palm Oil @= | 0 2.8 N;A Rubber and NGO partr
0N N/A Tropical T|mber76_7 L i
Coffee T2 | © I s N/A Wood Pulp T NEd /nitiatives to address deforestation
Cocos g 0 N/A deforestation r
covered by Sot
Rubber , (o] N/A
UN REDD+ frar
Tropical Timber e (o] N/A initiati o ; . B
_ g;i(}'@igg? M Building sustainability scenarios to
WoodPulp lj |0 N/A : accelerate progress
Forest Carbon
DEFORESTATION TRENDS —
6 Achieving urgently needed action to
TREE COVER LOSS, 2010-2017 DRIVERS OF DEFORESTATION . end commodity-driven deforestation
Millions of hectares 2010-15 Atlantic Forest
UNDP Green C
7% 5% °'IM’_°A‘ through Rounc™ *
m ﬁ‘l including ADM
0.6 -2% — A
o conmar, corco i gt
0.4 @ Sshifting agriculture soybean sourci y
Forestry
0.2 @ @ wildfire
93%
=222 @ Urbanisation
0
2010 2011 2012 2013 2014 2015 2016 2017 =} Appendix B: Producer country profiles

(A) Production data is sourced from the UN Food & Agricultural Organisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States D
Organisation (ITTO), UTZ, and existing AlphaBeta research. Palm oil data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest dat:
trends is sourced from the Global Forest Watch (GFW). (C) Data on ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs ir

(GCF-TF), IDH Sustainable Landscapes initiative, existing Tropical Forest Alliance (TFA2020) and AlphaBeta research, and expert interviews. c Appendix C: Consumer COuntry
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https://www.unep-wcmc.org/system/dataset_file_fields/files/000/000/301/original/Paraguay_brochure_ENG_150121.pdf?1423823959
https://www.proforest.net/en/news/addressing-soy-and-beef-driven-deforestation-in-brazil-argentina-and-paraguay
https://www.cargill.com/sustainability/soy/sustainable-soy-in-paraguay
https://www.cargill.com/doc/1432136544508/cargill-policy-on-south-american-soy.pdf
http://www.py.undp.org/content/paraguay/es/home/operations/projects/poverty_reduction/fase-preparatoria-de-proyecto-para-la-implementacion-de-donacion.html
https://www.forestcarbonpartnership.org/sites/fcp/files/FCPF%20Annual%20Report%202018%20FINAL%20VERSION-compressed%20under%2020%20MB.pdf
http://blogs.edf.org/climate411/2018/10/30/tropical-forest-regions-can-greatly-reduce-commodity-driven-deforestation-heres-how/?utm_source=expert&utm_campaign=glblclimate_none_upd_glblclimate&utm_medium=email&utm_id=1540920608&utm_content=ft
https://docs.google.com/spreadsheets/d/1xJb_BM-I8zCSGtJXHHH7WRhrXE3_-laZzTBvEqRtcy4/edit#gid=2688192
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for sustainable management of forests under the
national programme (REDD+ alternative)

National timber certification system under Authority
for Social Control and Control of Forests and Land
for 100% legal timber production by 2020

WWEF partnering Bolivia in exchange programme with Acre,
Brazil to develop management of forest information flows

ArBolivia smallholder farmers initiative for reforestation
of pasture and farmland with native tree species

Cargill’s South America Sustainable Soy Policy covers Bolivia

SUBNATIONAL LEVEL

La Paz department: JMA pilots in Ixiamas
and San Bueanventura municipalities

Santa Cruz and Beni departments: Key regions for
Forests of the World in supporting indigenous people
develop sustainable forest management, environmental
surveillance and education of young climate activists

rganisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States Department of Agriculture (USDA), International Tropical Timber
il data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest data available for tropical timber is 2016. (B) Data on deforestation
'n ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs including the FCPF, Governor’s Climate and Forest Task Force

~orest Alliance (TFA2020) and AlphaBeta research, and expert interviews.


https://www.profor.info/countries/bolivia
http://wwf.panda.org/our_work/markets/mti_solutions/better_production_for_a_living_planet/combatting_illegal_logging_in_bolivia__.cfm
http://wwf.panda.org/wwf_news/?218490/Bolivia-and-Acre-exchange-knowledge-on-combating-Deforestation
http://www.planvivo.org/project-network/arbolivia-bolivia/
https://www.cargill.com/doc/1432136544508/cargill-policy-on-south-american-soy.pdf
https://unfccc.int/files/cooperation_and_support/financial_mechanism/standing_committee/application/pdf/annex_2._implementation_joint_mitigation.pdf
https://www.forestsoftheworld.org/programs/bolivia
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(A) Production data is sourced from the UN Food & Agricultural Organisation (FAO), Roundtable for Sustainable Palm Qil (RSPO), Round Table for Responsible Soy (RTRS), United States D
Organisation (ITTO), UTZ, and existing AlphaBeta research. Palm oil data for 2017 is projected using annual growth data in production from 2010-14 i.e. latest available FAO data. Latest dat:
trends is sourced from the Global Forest Watch (GFW). (C) Data on ongoing initiatives is non-exhaustive. Data is sourced from a literature review of key sources of jurisdictional programs ir
(GCF-TF), IDH Sustainable Landscapes initiative, existing Tropical Forest Alliance (TFA2020) and AlphaBeta research, and expert interviews.
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https://www.cargill.com/doc/1432136544508/cargill-policy-on-south-american-soy.pdf
http://www.ldc.com/files/2715/0038/0504/LDC_SR_2016.pdf
https://www.forestcarbonpartnership.org/sites/fcp/files/FCPF%20Annual%20Report%202018%20FINAL%20VERSION-compressed%20under%2020%20MB.pdf
https://www.forestcarbonpartnership.org/sites/fcp/files/FCPF%20Annual%20Report%202018%20FINAL%20VERSION-compressed%20under%2020%20MB.pdf
http://blogs.edf.org/climate411/2018/10/30/tropical-forest-regions-can-greatly-reduce-commodity-driven-deforestation-heres-how/?utm_source=expert&utm_campaign=glblclimate_none_upd_glblclimate&utm_medium=email&utm_id=1540920608&utm_content=ft
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@ Soy Brazil Canada Netherlands
Achieving urgently needed action to
i : 6 RFFORMANCE
end commodity-driven deforestation Tropical
——— Cameroon Gabon Brazil
46%
) N i’ Wood Pulp USA Brazil Netherlands
Appendix A: Methodology for A I'd_ by of t°|ta' S:Vbel‘;“s’ s°}|’bea’; /
sustainability scenarios % mear, and soybean oll use
able in 2017 were compliant with
eYe [11e4 £ the FEFAC Soy Sourcing
~ ket in Guidelines, 43% were

deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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commodity production countries

Approaches to promote sustainable
GOVERNMENT & PRIVATE SECTOR INITIATIVES commodity production

EXAMPLES OF GOVERNMENT & COMPANIES, WWF

PRIVATE SECTOR INITIATIVES ASSESSMENT, 2016 Understanding trends in major

European consumer markets

PN »

« “Beyond Chocolate” partnership to combat deforestation and I‘ 1 e .lii;ﬁ';'
ensure a liveable income for cocoa producers oty - !ﬁ.
L L

Palm Oil Soy

5]
D
*« Belgian Alliance for Sustainable Palm Oil (BASP) supports
& members to ensure that by 2020 all food products containing Colruyt Group 9/9 13/24
palm oil, and intended for the Belgian market, contain only
sustainable palm oil.

Lotus 9/9 N/A
¢ Solvay has committed to source 100% of its palm oil sustainably o ) . )
. Building sustainability scenarios to
Aigremont 8/9 N/A
accelerate progress
% * Since 2016, Colruyt Group has 100% of its soy compensated by Vandemoortele 8/9 4/24
\ the Round Table on Responsible Soy (RTRS)
Belgian Pork
elgian Por N/A 0/24 o )
Group Achieving urgently needed action to
@ ¢ Public procurement policy requiring sustainable sourcing of end commodity-driven deforestation
@0 timber
¢ Agreement between the government and the timber industry
to increase the market share of responsibly sourced timber in
i No Belgian companies were o
+  Participation in the multi-stakeholder platform Congo Basin assessed by Forest 500 in 2018 Appendix A: Methodology for
Forest Partnership sustainability scenarios

« Vandemoortele has committed 100% of its packaging to be
recycled or FSC/PEFC certified by 2020

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,
timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.

Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring & .
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points. Appendlx C: Consumer country

profiles




Taking stock of developments in key
commodity production countries

Approaches to promote sustainable

commodity production

RAGE NET IMPORT YOY SHARE OF REGIONAL NET TOP SOURCES OF SUPPLY 2018

iIROWTH, 2011-16, (%) IMPORTS, 2011-16, (%)
Understanding trends in major 3
European consumer markets 0.0 3.3 Beef ” Beef Netherlands  Germany Poland
0.2 Cocoa
1.9 0.7 Coffee
. 1.7 W Palm Oil pc) /
6 0.0 Rubber S Cocoa UK Nicaragua Peru
. 4.7W Soy
Initiatives to address deforestation 49 ., 1.8 Tropical Timber
% O 0.3/ Wood Pulp ) .
09 Coffee Sweden Germany Brazil
127.6
N/A . . .
& Palm Oil Indonesia Germany Malaysia
Building sustainability scenarios to 5 (X-]
accelerate progress
-0.2 , Rubber Germany Sweden Netherlands
&> Soy China Germany Italy
Achieving urgently needed action to 6 RFORMANCE
end commodity-driven deforestation .
5 Tropical .
Timber Brazil Germany Peru
29%
| ii Wood Pulp USA Finland Germany
Appendix A: Methodology for il 29% of total soybeans,
sustainability scenarios A nark soybean meal, and soybean
ed oil used in 2017 were

| compliant with the FEFAC
Soy Sourcing Guidelines;
20% were deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on

Appendix C: Consumer country
profiles
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(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,

EXAMPLES OF GOVERNMENT &

PRIVATE SECTOR INITIATIVES

DANIDA sponsored research to improve
cocoa fermenting techniques in Ghana

Partnership for Green Public Procurement /
Forum on Sustainable Procurement

Danish government supported a training
programme for Indonesian palm oil firms

Danish Food and Drink Federation Initiative
for Sustainable Palm Qil

Danish International Development Agency
(DANIDA) supported the “Responsible
Sourcing of Soy, Cattle and Palm Oil Project”
The Danish Ethical Trade Initiative launched
a working group on soy

Public procurement policy requiring legal
and sustainable sourcing of timber

Arla Foods

Biomar

DLG Denmark

Bestseller A/S

Danish Agro

Hamlet
Protein

COMPANIES, FOREST 500
ASSESSMENT, 2018

N A @
a i e | ";?" ‘:3." i

auxml  ge 26 *
sl .'P “!;;"‘ u- Fiad

Y

Palm Oil Soy Tropical
Timber

% v v

v v X

% v X

X

X X v

v X

Total
Score

3/5

2/5

2/5

1/5

1/5

1/5

timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.
Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring &
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points.
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RAGE NET IMPORT YOY
iROWTH, 2011-16, (%)

3

2.1
I 1.0
-3.5
4
6 N/A
13
5

6 RFORMANCE

ad in

SHARE OF REGIONAL NET
IMPORTS, 2011-16, (%)

Beef
’ Cocoa
9.2 Coffee
13.3 8.2 1— Palm Oil
y Rubber
1.2 Soy
10.2 Tropical Timber
4 Wood Pulp

19.111.2

19%

of total soybeans, soybean

meal, and soybean oil used
in 2017 were compliant with

the FEFAC Soy Sourcing
Guidelines; 6% were
deforestation-free

: |

;)

0o

w & @ % o

]

TOP SOURCES OF SUPPLY 2018

Beef

Cocoa

Coffee

Palm Oil

Rubber

Soy

Tropical
Timber

Wood Pulp

Netherlands

Cote d’lvoire

Brazil

Netherlands

Indonesia

Brazil

Cameroon

Brazil

Belgium

Ghana

Switzerland

Indonesia

Thailand

USA

Brazil

Sweden

Germany

Belgium

Viet Nam

Malaysia

Cote d’'lvoire

Canada

Belgium

Finland

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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GOVERNMENT & PRIVATE SECTOR INITIATIVES

EXAMPLES OF GOVERNMENT &
PRIVATE SECTOR INITIATIVES

@ * DANIDA sponsored research

to improve cocoa fermenting
@ techniques in Ghana

¢ Partnership for Green Public
& Procurement / Forum on
Sustainable Procurement

¢ Danish government supported
a training programme for
Indonesian palm oil firms

* Danish Food and Drink
Federation Initiative for
Sustainable Palm Oil

% « Danish International

\ Development Agency
(DANIDA) supported the
“Responsible Sourcing of Soy,
Cattle and Palm Oil Project”

e The Danish Ethical Trade

Initiative launched a working
group on soy

®) ¢ Public procurement policy
requiring legal and sustainable

sourcing of timber

Palm Oil Soy Tropical Timber Total Scor-
L’Oreal v v 4/5
Carrefour v v v 3/5
Danone v v v 3/5
AFM v X v 2/5
Casino Guichard Perrachon v v v 2/5
Groupe Avril v v X 2/5
Kering v 2/5
LVMH v v 2/5
Rougier Group v 2/5
Saint Gobain v 2/5
Fleury Michon, Groupe X X 1/5
Groupe Savencia X X X 1/5
Invivo X X 1/5
Groupe Lactalis X X X 0/5
Le Gouessant X X o/5

COMPANIES, FOREST 500
ASSESSMENT, 2018

L £ __‘.-_4:'. . A
o IS Q‘-‘;,iv' SN

n

&

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,

timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.

Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring &
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points.
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Taking stock of developments in key
commodity production countries

Approaches to promote sustainable

commodity production

RAGE NET IMPORT YOY SHARE OF REGIONAL NET TOP SOURCES OF SUPPLY 2018

iIROWTH, 2011-16, (%) IMPORTS, 2011-16, (%)
Understanding trends in major 3
European consumer markets 2.7 Beef ™  Beef Netherlands  France Poland
Cocoa
Coffee
i 247/ Palm Oil P
3 Rubber D Cocoa Cote d’'lvoire  Nigeria Ghana
. Soy
14.6 ( O\
itiati 5 0.4 Tropical Timber
Initiatives to address deforestation 4 I 0.6 ! 134_5 ’ B \
' 0,\ Coffee Brazil Viet Nam Honduras
25.7 26.8 (4
-4.0 . .
28.0
8 N/A
& Palm Oil Netherlands  Indonesia Malaysia
Building sustainability scenarios to 5 -9.6
accelerate progress 16
. , Rubber Cote d’'lvoire  Indonesia Malaysia
@ Soy USA Brazil Canada
Achieving urgently needed action to
i : 6 RFFORMANCE
end commodity-driven deforestation .
5 Tropical . o
@ . Cameroon Ghana Cote d’lvoire
Timber
45%
ii Wood Pulp Brazil Sweden Finland
Appendix A: Methodology for A of total soybeans, so.ybean
sustainability scenarios 17 meal, and soybean oil used
nable in 2017 were compliant with
was the FEFAC Soy Sourcing
“>od Guidelines, 16% were

deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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Taking stock of developments in key
commodity production countries

commodity production
EXAMPLES OF GOVERNMENT & COMPANIES, FOREST 500 ASSESSMENT, 2018
PRIVATE SECTOR INITIATIVES N _
T i L . . .
b A T ﬁ rt't' (&) Understanding trends in major
@ «  Multi-stakeholder platform g {iﬁu "f} X European consumer markets
@ “German Initiative on T gy e
Sustainable Cocoa” supported palm Oil soy Tropical Timber Tot~ - B
by the Federal Ministry of
Food and Agriculture (BMEL) Henkel AG & Co. KGaA v v
Initiatives to address deforestation
Bertelsmann SE & Co. KGaA v
e Forum for Sustainable Palm
& Oil (FONAP) funded by BMEL Adidas Group %
e Pilot implementation of a AT @ o
. . . . 1 Group X ) ) ) . )
district-level Su.Stamable 9" Building sustainability scenarios to
palm program in Indonesia
BASF SE v X accelerate progress
Maxingvest AG v v
¢ Forum Nachhaltigere
%\ Eiweissfuttermittel (Forum Metro AG v X v
on More Sustainable Protein Achieving urgently needed action to
Feeds) supported by BMEL Rewe Group v v v end commodity-driven deforestation
Schwarz Group v v v
@ . Public procurement policy
00 requiring sustainable sourcing Blondeau Group v
of timber . Appendix A: Methodology for
«  Thtnen Centre of i IENLICELC LT X sustainability scenarios
Cpmpetence on the Origin of Oetker-GrUppe 7 & =
Timber
* Partnership with Norway and PHW Group v v X

Peru to tackle deforestation

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,
timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.

Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring & .
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points. Appendlx C: Consumer country

profiles




Taking stock of developments in key
commodity production countries

Approaches to promote sustainable

commodity production

RAGE NET IMPORT YOY SHARE OF REGIONAL NET TOP SOURCES OF SUPPLY 2018

IROWTH, 2011-16, (%) IMPORTS, 2011-16, (%)
Understanding trends in major 3
Europesaiiconsumermarnets -3.0 Beef ™  Beef France Poland Netherlands
’ Cocoa
0.5 6.4 Coffee
Palm Oil pos] . o
A Rubber S Cocoa Cote d’'lvoire  Ghana Peru
: 17.3 7 ‘ Soy
Initiatives to address deforestation 4 18. “1’i62 wpi:ap' 'I"'"bef
§ 4 ood Pulp
11 ’ 0,\‘ Coffee Brazil Viet Nam India
2.7 22.3 S
N/A
& Palm Oil Indonesia Malaysia Netherlands
Building sustainability scenarios to 5 -5.8
accelerate progress I 0.4
, Rubber Thailand Indonesia Viet Nam
Q\b Soy USA Canada Brazil
Achieving urgently needed action to
g urgently ! ’ 6 RFORMANCE
end commodity-driven deforestation .
5 Tropical . o
: Cameroon Gabon Cote d’lvoire
3(y Timber
(o]
i . of total soybeans, ii Wood Pulp Brazil USA Sweden
Appendix A: Methodology for A xd in food soybean meal, and
sustainability scenarios 20N soybean oil used in
e palm oil, Italy in 2017 were
”Jrced FEFAC-compliant and
fferent deforestation-free

j to

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on

Appendix C: Consumer country
profiles
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(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,

EXAMPLES OF GOVERNMENT &
PRIVATE SECTOR INITIATIVES

Ferrero is a member of the Cocoa & Forests
Initiative and is actively working on sustainable
cocoa

The Italian Union for Sustainable Palm Qil brings
together companies and trade associations who
are committed to 100% certified sustainable palm
oil by 2020

Public procurement policy for paper and
furniture

Members of Assocarta, the trade association of
the paper industry, are committed to promoting
the use of legal timber through the Codes of
Good Practices

Federlegno-Arredo, the Federation of Wood
Furniture, Cork and Furnishing Italian Industries,
signed cooperation agreements with Greenpeace
and World Wildlife Fund to inform and promote
the use of legal timber

COMPANIES, FOREST 500 ASSESSMENT, 2018

Barilla Holding
SPA

Ferrero Group

Prada SPA

Gruppo
Veronesi

Natuzzi

Gruppo
Mastrotto SPA

o - Ve
-

mA

= &

gy

Palm Oil

v

v

iz

s

Soy

el
)

8
oy i

Tropical
Timber

T
i |
‘i‘.&

vy

Total
Score

3/5

3/5

2/5

1/5

1/5

0/5

timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.
Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring &
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points.
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RAGE NET IMPORT YOY
iROWTH, 2011-16, (%)

3
4
22.1
N/A
5 -3.0

6 RFORMANCE

SHARE OF REGIONAL NET
IMPORTS, 2011-16, (%)

Beef
Cocoa
Coffee
Palm Oil

3.0 Rubber
Soy
17.0 12.4 Tropical Timber
15.3 3.6‘ Wood Pulp

33.0

83%

of total soybeans, soybean
meal, and soybean oil used
in 2017 were compliant with
the FEFAC Soy Sourcing
Guidelines; 50% were
deforestation-free

: |

;)

0o

v ® %K o

[oR

]

TOP SOURCES OF SUPPLY 2018

Beef Germany

Cocoa Cote d’lvoire

Coffee Belgium
Palm Oil Malaysia
Rubber Cote d’lvoire
Soy USA
el s
Wood Pulp Brazil

Belgium

Ghana

Germany

Indonesia

Malaysia

Brazil

Brazil

Uruguay

Ireland

Nigeria

Brazil

Papua New
Guinea

Germany

Ukraine

Cameroon

Finland

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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Taking stock of developments in key
commodity production countries

Approaches to promote sustainable
GOVERNMENT & PRIVATE SECTOR INITIATIVES commodity production

EXAMPLES OF GOVERNMENT & PRIVATE COMPANIES, FOREST 500 ASSESSMENT, 2018 Vs e e (e i el far
SECTOR INITIATIVES 3 9 J
i o -8 A European consumer markets
I-l\. 2 .. ’_-\. ' ;?" :4" ﬁi
@ * Cocoa Rehabilitation and Intensification b T ‘4?;;1 {f} &3
@ Programme (CORIP) in Ghana o 4L B >
* Chocolate Working Group Palm Oil Soy Tropical Tota
Ullarloteis LUVl /pitiatives to address deforestation
e 95% of palm oil used in animal feed must Louis Dreyfus v v 4/5
be RSPO certified
¢ Partnership with Indonesian government IKEA Group 24 3/5
* The Dutch Alliance for Sustainable Palm FrieslandCampina v v WM Building sustainability scenarios to
Oil (DASPO) accelerate progress
Royal Dutch Shell v v 3/5
e 95% of soy used in animal feed must be Ahold Delhaize v v v 2/5
\h) RTRS certified DsM o o o A
+  Global Producers Support Initiative 6 Achieving urgently needed action to
«  The Dutch Soy Platform Initiative to Agrifirm v v X 1/5 end commodity-driven deforestation
promote certified deforestation-free soy De Heus v v 5 s
ForFarmers v v X 1/5
© * Timber Procurement Assessment Appendix A: Methodology for
Committee (TPAC) to assess compliance Plukon Food Group v X 1/5 A sustainability scenarios
with the Dutch timber procurement .
requirements SHV Holdings v v X 1/5
* The Green Deal initiative to promote Spar International X v X 1/5

certified sustainable timber

=8 Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,
timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.
Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring &
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points.
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Approaches to promote sustainable
commodity production

RAGE NET IMPORT YOY SHARE OF REGIONAL NET TOP SOURCES OF SUPPLY 2018

iIROWTH, 2011-16, (%) IMPORTS, 2011-16, (%)
Understanding trends in major 3
European consumer markets 20.7 0.8 Beef ” Beef Germany Botswana Nambia
0.0 Cocoa
1.2 Coffee
0.0 Palm Oil
0.0 Rubber @ Cocoa Peru Ecuador Belgium
1.4 1 Soy
Initiatives to address deforestation 0.9 wpi;;' Tlimbef
0.3 ood Pu
i 0,\‘ Coffee Brazil Colombia Sweden
—4
42,7
N/A
& Palm Oil Sweden Malaysia Denmark
Building sustainability scenarios to 5 28.2
accelerate progress
, Rubber Malaysia USA Sweden
@ Soy Brazil Canada Ukraine
Achieving urgently needed action to
i . 6 RFORMANCE
end commodity-driven deforestation Tropical
——— Germany Brazil Denmark
80%
) ii Wood Pulp Sweden Finland Brazil
Appendix A: Methodology for A PO of total soybeans,
sustainability scenarios g EEL soybean meal, and
nable soybean oil used in 2017
12017 were FEFAC-compliant
" ‘nable and deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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EXAMPLES OF GOVERNMENT & PRIVATE COMPANIES, FOREST 500 ASSESSMENT, 2018

SECTOR INITIATIVES
e LY ._-'_"':'_{_:
o il | -f"?" o I

Q *« Orkla and Mondelez Norge are active in iy P ?ﬁ‘ @
- - il 0L
;& en’

Understanding trends in major
European consumer markets

Y

@ promoting sustainable cocoa Sl s~
- ] ]/_\
Palm Oil Soy Tropical Total
. o Timber Score Initiatives to address deforestation
+ Parliament decision to exclude the use of f
high-deforestation risk biofuels, like palm
oil, by 2020 Orkla Group v v v 3/5
* Blended finance debt fund “&Green”
funded by the Norwegian government o ) . )
* Norwegian Initiative for Sustainable Palm Building sustainability scenarios to
Oil (NISPO) accelerate progress
Q e Research Council of Norway is developing =
\ alternatives to deforestation-linked soy Achieving urgently needed action to
+  Norway’s International Climate and Forest = end commodity-driven deforestation

Initiative (NICFI) funded IDH landscape
programme in Brazil

¢ Norwegian Roundtable on Responsible
Soy

Appendix A: Methodology for
sustainability scenarios

e Ban on the use of tropical timber in public
00 sector buildings and construction works
e The government pledged 145M kroner

(US$17M) to help prevent illegal logging
Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced
from Forest 500, timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the
political economy of deforestation. Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; .
(3) Scope & Ambition; (4) Reporting, Monitoring & Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted Appendlx C: Consumer country

to between zero and five points. prOfiIeS
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TOP SOURCES OF SUPPLY 2018

Beef

Cocoa

Coffee

Palm Oil

Rubber

Soy

Tropical
Timber

Wood Pulp

Italy

Netherlands

Germany

Germany

Cote d’'lvoire

Ukraine

Netherlands

Finland

Romania

Cote d’lvoire

Viet Nam

Netherlands

Indonesia

Germany

Germany

Sweden

UK

Germany.

Brazil

Italy

Germany

Belgium

Belgium

USA

import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is

ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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over 90 stakeholders, including major retailers, consumer goods
manufacturers, regional zoos and NGOs to discuss ways to promote
sustainable palm oil.

ié ¢ The Polish Forum on Sustainable Palm Oil brought together

¢ Betasoup has committed to 100% Roundtable on Sustainable Palm
Oil (RSPO) certified palm oil by 2025

el 3t et 30 p Al Building sustainability scenarios to

N ;‘ ;?\ = accelerate progress

| e | iﬁ ﬁ' s

i ! o - i LT

T RS 3 No Polish companies
Palm Oil Soy were assessed by ! B
Forest 500 in 2018 === 1 Achieving urgently needed action to

Grupa Mlekovita NI 0/24 : = ; e end commodity-driven deforestation
Pini Polonia NI 0/24

Appendix A: Methodology for
sustainability scenarios

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa,
palm oil, soy, and timber & paper. For data sourced from Forest 500, timber and paper were combined. Forest 500
selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy = F
of deforestation. Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; = = T Appendix C,' Consumer Country
(2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring & Implementation; and (5) Social pfOfiIeS

Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points.
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TOP SOURCES OF SUPPLY 2018
IROWTH, 2011-16, (%) IMPORTS, 2011-16, (%)
Understanding trends in major 3
European consumer markets 4.0 Beef ” Beef Spain Netherlands  Poland
e 0.0 Cocoa
.91 Paim Oil
16 g:l Rz:;erl @ Cocoa Spain Peru Netherlands
: 3.2W Soy
Initiatives to address deforestation 4 LB 2.8 Tropical Tlimber
FimaSyih 09\‘ Coffee Viet Nam Brazil Spain
0.5
N/A
4 & Palm Oil Spain Philippines Netherlands
Building sustainability scenarios to -8.1
accelerate progress 2
, Rubber Indonesia Coéte d’lvoire  Malaysia
Q\b Soy USA Brazil Paraguay
Achieving urg_ently_needed action _to 6 RFORMANCE
end commodity-driven deforestation Tropical
X : - Brazil Cameroon Gabon
Timber
ns, soybean =
eantoninscaln Ii Wood Pulp Sweden Spain UK

Appendix A: Methodology for

. e . A pliant with the
sustainability scenarios

rcing Guidelines,
:station-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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by the Roundtable on Sustainable Palm Qil (RSPO) in 2018. The
company aims to achieve its “Zero Net Deforestation Goal” by
2020

% ¢« Jerénimo Martins has about 70% of its palm oil used certified

cooperating with soy producers in Mato Grosso for capacity

Q ¢ The National Feed Manufacturers Association (IACA) is
\ building and fostering long-term supplies of sustainably produced

soy "
«  Jerénimo Martins has 20% of its soy from countries at risk certified = i e BN —— Building sustainability scenarios to
as Round Table on Responsible Soy (RTRS) or ProTerra in 2018 - : ' s accelerate progress

@ *« In 2018, Jerénimo Martins has more than 90% of its timber
and pulp products certified with standards such as the Forest
@)

Stewardship Council (FSC) and the Program for the Endorsement = v, s Achieving urgently needed action to
of Forest Certification (PEFC) =i ' end commodity-driven deforestation

: Appendix A: Methodology for
No Portuguese companies were No Portuguese companies were : / i sustainability scenarios
assessed by WWF in 2016 assessed by Forest 500 in 2018 ' ;

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa,
palm oil, soy, and timber & paper. For data sourced from Forest 500, timber and paper were combined. Forest

500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political 1 .
economy of deforestation. Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent A TR Appendlx C: Consumer country
& Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring & Implementation; - = ] prOfiles

and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between

zero and five points.
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Understanding trends in major 3
European consumer markets Beef ” Beef Poland Netherlands  Germany
= Cocoa
70 Coffee
Palm Oil
ar Rubber @ Cocoa Cote d’'lvoire  Ghana Cameroon
15.1 ’ - N\ \
Initiatives to address deforestation 4 VA “EEAREY
17.2 *~ 1 Wood Pulp ' \‘ . .
4.6 '9 Coffee Viet Nam Brazil Germany
1.9
N/A
& Palm Oil Indonesia Malaysia Colombia
Building sustainability scenarios to 5 -3.6
accelerate progress
, Rubber Cote d’'lvoire  Indonesia Thailand
R | soy Brazil USA Ukraine
Achieving urgently needed action to
g urgent’y . ’ 6 RFORMANCE
end commodity-driven deforestation Tropical
5 X Tim':)er Brazil Cameroon Peru
1%
) . of total soybeans, so.ybean ii Wood Pulp  France Brazil Portugal
Appendix A: Methodology for A ad in meal, and soybean oil used
sustainability scenarios ) 2E in 2017 were compliant
nable with the FEFAC Soy
pout Sourcing Guidelines, 0%

were deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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SECTOR INITIATIVES ASSESSMENT, 2018 Understanding trends in major
European consumer markets
+ The Spanish Foundation for Sustainable T A LB
& Palm Qil aims to promote sustainable 5 AT 'I“':;?'q @}:ﬂﬁi
palm oil and balance the debate on health F‘,, g “éi;" ' "
and sustainability issues through research, T - L
information sharing, and multi-stakeholder Palm Oil Soy Tropical Total Initiatives to address deforestation
dialogues Timber Score
Inditex S.A. v 2/5

@) ¢ Public procurement policy requiring

sustainable sourcing of furniture and
paper products

¢ Madrid City Hall together with WWF

Spain organised a workshop about public Alonso Group X 0/5

procurement as a tool for promoting
sustainable forest management

Building sustainability scenarios to

Ebro Foods X X X 1/5
accelerate progress

Achieving urgently needed action to
(AEIM) offers a due diligence tool for end commodity-driven deforestation

timber buyers

¢ The Spanish Timber Trade Association

¢« The Madera Justa platform aims to
promote certified forest products and
stop imports of illegal wood into Spain

Appendix A: Methodology for
sustainability scenarios

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from
Forest 500, timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy
of deforestation. Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) .
Reporting, Monitoring & Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points. Appendlx C: Consumer country

profiles
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iIROWTH, 2011-16, (%) IMPORTS, 2011-16, (%)
Understanding trends in major 3
European consumer markets 1.8 1.2 | Beef H‘ Beef Germany Austria Ireland
2.9 Wl Cocoa
i 1.2 5.0 Coffee
0.5 | Palm Oil pess) , o
0 01 Rubber S Cocoa Ghana Ecuador Cote d’lvoire
: 0.9 | Soy
Initiatives to address deforestation 4 . 35 0:7!iTropical Timber
: 1.2 | Wood Pulp 0N _ _ _
= Coffee Brazil Colombia Viet Nam
0.7
.4 N/A
& Palm Oil VEIEWSE] ISST;Cr::son Zi?:jaNeW
Building sustainability scenarios to 5 -6.8
accelerate progress 155
. , Rubber Viet Nam Thailand Italy
Q\b Soy France Ukraine Austria
Achieving urgently needed action to 6 RFORMANCE
end commodity-driven deforestation .
LCTC Germany Brazil Congo
< Timber
82%
()
) ii Wood Pulp Sweden Germany Brazil
Appendix A: Methodology for ad of total soybeans,
sustainability scenarios A able soybean meal, and

soybean oil used in 2017
were FEFAC-compliant
and deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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Understanding trends in major
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CeTE o a.\ T European consumer markets
il gt "f #‘ ] :_-.,'i
e Swiss Platform for Sustainable Cocoa - {!ﬁ. {f} A
supported by Swiss Federal Government e ., B en' @ i

Palm Oil Soy Tropical Total

ULIEEr S Initiatives to address deforestation

Trade agreement with Indonesia to ensure

¥ Yy O

sustainable production of palm oil Nestlé S.A. v v v 5/5
¢ Swiss Palm QOil Coalition
Cofra v 2/5
. The European Soy Event “Challenges and Bu:Ic;lngtsustalnablllty scenarios to
opportunities for supermarkets” funded Bata LTD. X 1/5 el A e e
by Swiss State Secretariat for Economic
Affairs
. o Danzer Group v 1/5
* The Soy Network provides criteria to ensure
sustainable sourcing of soy for animal feed Achieving urgently needed action to
Glencore x X /5 end commodity-driven deforestation
® ¢ Public procurement policy requiring legal Lindt & Sprungli
@@ and sustainable sourcing of timber AG v X X 1/5
¢ Swiss Declaration Requirement requiring )
companies to declare species of wood and Precious Woods Appendix A: Methodology for
country of origin Holding AG 4 /5 sustainability scenarios

e Timber Products Switzerland (HWS)
and Swiss Veneer Association (SFV) Ameropa LTD. X X 0/5
are promoting legal timber among their
members and consumers

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from
Forest 500, timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy
of deforestation. Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) .
Reporting, Monitoring & Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points. Appendlx C: Consumer country

profiles
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European consumer markets 1.9 Beef ™ Beef Ireland Poland Netherlands
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-13.4 P Coffee
" Palm Oil P .
3.3 15.4 5"199 Rubber S Cocoa Cote d’'lvoire  France Ghana
. @ soy
Initiatives to address deforestation 4 01 8.3 © Tropical Timber
. 12.6_ ¥ Wood Pulp o . : .
72 09 Coffee Brazil Viet Nam Colombia
-7.2
N/A
& Palm Oil Zi?nueaaNeW Netherlands  Indonesia
Building sustainability scenarios to 5 5.3
accelerate progress I 06
, Rubber Malaysia Thailand Cote d’'lvoire
¥ soy Brazil USA Belgium
Achieving urgently needed action to
i : 6 RFFORMANCE
end commodity-driven deforestation .
CRca Malaysia Cameroon Netherlands
o Timber
37%
) ii Wood Pulp Sweden Brazil Netherlands
Appendlx A: Methodology for of total Soybeans, soybean
sustainability scenarios A vere meal, and soybean oil used
e in 2017 were compliant with
pout the FEFAC Soy Sourcing

Guidelines, 14% were
deforestation-free

Appendix B: Producer country profiles B

n (FAO), International Tropical Timber Organisation (ITTO), and IDH. Net imports refer to total imports adjusted for re-exports. For tropical timber, the unit of measurement for net imports
import data was aggregated from data of 28 European Union (EU) countries and 4 European Free Trade Association (EFTA) countries where data is available. Intra-regional trade is
ourced from International Trade Centre (ITC). Data for wood pulp is based on import value, data for other commodities is based on import quantity. Re-exporters are included. (B) Data on
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Palm Oil Soy Tropical Timber Total Score
* Cocoa and Forests Initiative to
end deforestation in West Africa Marks & Spencer v v v 4/5
o ;hgn:te-smart cotczlabagLrJﬁuIF:re Unilever 7 ®) 7 4/5
in &5hanha supported by LK al Initiatives to address deforestation
Kingfisher v 3/5
¢ UK Government Buying Pearson 2 3/5
Standard Reckitt Benckiser v v 3/5
*  Roundtable on Sourcing Relx Grou i 3/5 Building sustainability scenarios to
Sustainable Palm Qil p
- — accelerate progress
«  Africa Palm Oil Initiative Associated British @ @ v 2/5
supported by the DFID Foods
Boparan Holdings v v v 2/5
«  Roundtable on Sustainable Soya GlaxoSmithKline v v 2/5 Achieving urgently needed action to
\b} « UK Zero Deforestation Soy J Sainsbury’s @ @ ” 2/5 end commodity-driven deforestation
Transition Plan led by Tesco
Tesco v v v 2/5
: : Wm Morrison @ & S 2/5
© ¢ Timber Procurement Policy Supermarkets Appendix A: Methodology for
00 * DFID supported ClientEarth in C&J Clark % 1/5 sustainability scenarios
tackling illegal timber trade in International
Africa Capri Holdings % 1/5
¢ Responsible Purchasing Policy Limited
developed by the Timber Trade INEOS Group = o/s

Federation (TTF)

Appendix B: Producer country profiles

(C) Data on government & private sector initiatives is sourced from Forest 500, IDH and literature review for cocoa, palm oil, soy, and timber & paper. For data sourced from Forest 500,
timber and paper were combined. Forest 500 selected companies based on: (1) risk of being linked to deforestation; and (2) influence within the political economy of deforestation.
Ticks indicate commodity specific policies. Companies are assessed based on: (1) Intent & Awareness; (2) Commodity Commitments; (3) Scope & Ambition; (4) Reporting, Monitoring &
Implementation; and (5) Social Commitments. Companies are scored out of 100 points, and these points are converted to between zero and five points.
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