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ABOUT

The Forest Declaration Assessment is a continual and collaborative process achieved collectively by civil
society organizations and researchers, known as the Forest Declaration Assessment Partners. Previously
the NYDF Progress Assessment, the Forest Declaration Assessment has since 2015 published annual
updates on progress toward global forest goals. All assessment findings undergo a rigorous peer review
process conducted by experts across the globe. To learn more about the Forest Declaration Assessment,
please visit www.forestdeclaration.org/about/assessment.

This report belongs to the public domain. Users are welcome to download, save, or distribute this report
electronically or in any other format. A digital copy of this assessment, along with previous progress
assessments, are available at www.forestdeclaration.org.
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Forest Declaration Assessment
Are we on track for 2030~

Executive Summary
October 2022

The Forest Declaration Assessment (formerly the New York Declaration on Forests (NYDF) Progress
Assessment) is an independent, civil society-led initiative to assess progress toward the global goals of
halting deforestation and restoring 350 million hectares of degraded land by 2030 as set out in
international declarations such as the New York Declaration on Forests (2014) and the Glasgow Leaders’
Declaration on Forests and Land Use (2021). Globally, terrestrial and coastal ecosystems including savannas,
grasslands, scrublands, and wetlands are all under threat of conversion and degradation. Countering this
threat for all ecosystems is essential to meeting global climate and biodiversity goals. This annual
assessment of global progress for 2022, however, focuses specifically on forest ecosystems. It is published as
a set of four reports covering different themes: Overarching forest goals, Sustainable production and

development, Finance for forests, and Forest governance.

Global conservation goals include limiting global temperature rise to 1.5°C, as articulated in the Paris
Agreement and reducing the loss of biodiversity per the Convention on Biological Diversity's Aichi targets.
Achieving these results will require a drastic reduction in the conversion and degradation of all natural
ecosystems and a very large increase in restoration and reforestation activities, which must be pursued
through equitable and inclusive measures. This assessment focuses on forests as a prominent subset of
these ecosystems. Nothing less than a radical transformation of development pathways, finance flows, and
governance effectiveness and enforcement will be required to shift the world’s forest trajectory to attain
the 2030 goals. The 2022 Forest Declaration Assessment evaluates recent progress toward the 2030 goals
and answers the question: “Are we on track?”
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Progress toward 2030 forest goals

Forests are fundamental to regulating and
stabilizing the global climate. Meeting the Paris
Agreement’s ambition of limiting global warming The overarching forest goals of: 1) ending
to no more than 1.5°C will require global the loss and degradation of natural forests
greenhouse gas (GHG) emissions to reach net-zero by 2030, and 2) restoring 350 million

by the second half of this century. Eliminating hectares of degraded landscapes and

deforestation by 2030 is a major milestone towards forestlands by 2030 are the guide stars

achieving the 2050 net zero target. Land use against which all deforestation, forest
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change, including deforestation and degradation, degradation, and restoration efforts will be

accounts for 10-12 percent of global GHG measured over the coming decade. This

emissions.? Protecting forests also comes with clear assessment builds on previous New York
) L . . Declaration on Forests Goal 1and Goal 5
benefits for people, biodiversity, and sustainable - g )
rogress reports, providing updates usin
development.? Prog P i P gup 9
the latest available data.

Halting deforestation and forest degradation as
soon as possible, and no later than 2030, will
substantially reduce the release of terrestrial GHG emissions to the atmosphere. Restoring forests and
other ecosystems will also return significant amounts of carbon to stored biomass and help us realize our
collective 2030 targets.

Only eight years remain to achieve the twin global goals of halting and reversing deforestation by 2030.
Despite encouraging signs, not a single global indicator is on track to meet these 2030 goals of of
stopping forest loss and degradation and restoring 350 million hectares of forest landscape.

To be on course to halt deforestation completely by 2030, a 10 percent annual reduction is needed.
However, deforestation rates around the world declined only modestly, in 2021, by 6.3 percent compared
to the 2018-20 baseline. In the humid tropics, loss of irreplaceable primary forest decreased by only 3.1
percent. Globally, forests became more degraded in 2021, but more slowly than during the 2018-20
baseline period; if continued, this slowdown may in time put the world on track to meet the 2030 target.
There is also a significant year-to-year fluctuation in both deforestation and degradation metrics, which
makes it difficult to detect trends over short periods of time. Future Assessments will continue to monitor
these processes to confirm the limited progress detected in 2021.

Tropical Asia is the only region currently on track to halt deforestation by 2030 (Figure ES1). While
deforestation rates in Tropical Latin America and Africa decreased in 2021 relative to the 2018-20 baseline,
those reductions are still insufficient to meet the 2030 goal. Each year that passes without sufficient

2 |PCC. (2014). Climate Change 2014: Synthesis Report. Contribution of Working Groups I, Il and Il to the Fifth Assessment
Report of the Intergovernmental Panel on Climate Change. https://www.ipcc.ch/report/ar5/syr/; IPCC. (2019). Climate Change
and Land: an IPCC special report on climate change, desertification, land degradation, sustainable land management, food
security, and greenhouse gas fluxes in terrestrial ecosystems. https://www.ipcc.ch/srccl/.

> Chao, S. (2012). Forest Peoples: Numbers across the world.
https:;//www.forestpeoples.org/sites/fpp/files/publication/2012/05/forest-peoples-numbers-across-world-final_0.pdf; World
Resources Institute & Climate Focus. (2022). Sink or swim: How Indigenous and community lands can make or break nationally
determined contributions (p. 22). https://forestdeclaration.org/resources/sink-or-swim; Gibson, L., Lee, T.M,, Koh, L.P., Brook,
B.W., Gardner, T.A, Barlow, J., Peres, C.A,, Bradshaw, C.J., Laurance, W.F.,, Lovejoy, T.E. & Sodhi, N.S. (2011). Primary forests are
irreplaceable for sustaining tropical biodiversity. Nature, 478(7369), 378-381. https://doi.org/10.1038/nature10425
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progress makes it increasingly difficult to meet global forest protection goals—and increases the annual
reductions required in future years.

Notable progress in afforestation and reforestation efforts over the last two decades have resulted in new
forest new forest areas the size of Peru, with net gains of forest cover in 36 countries. However, overall
losses exceeded gains over the same period, resulting in a net loss of 100 million hectares globally. It
should be noted that forest cover gains, through reforestation and afforestation activities, do not
compensate for forest loss in terms of carbon storage, biodiversity, or ecosystem services. Therefore,

highest priority efforts should be directed towards safeguarding primary forests from losses in the first
place.

Figure ESI. Global deforestation rate by region over the 2010-2021 period, in million hectares, and the
pathway to reach the 2030 gross zero target from the 2018-2020 baseline
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Source: Figure based on original analysis for this report using data from Hansen et al. 2013.

Note: The data referring to other regions are used here for reference, to highlight that the bulk of deforestation takes
place in only two global regions. The data before and after 2015 are not directly comparable, as the methodology to
detect the tree cover loss has been improved and may result in higher estimates of loss for recent years compared to
earlier years, although this does not affect the assessment of progress since 2020.
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Sustainable production and development

Global demand for soft commodities like food
and timber, and for mined commodities like fossil

fuels and mined materials, continues to drive

expansion of agriculture, extractive industries, The sustainable production and

. . . velopmen ment explor h
and other land uses into forests. Deforestation is deve Op. ent assessd € t.e. PO iSt €
. economic sectors and activities that
often enabled by the establishment of ] ) )
. . . . . contribute to and drive deforestation and
infrastructure, intentionally or unintentionally S ) )
] . forest degradation, including agriculture,
opening access to forests. The gravest forest risk

8 ) N extractive industries, infrastructure, and
comes from so-called megaprojects, which u other aspects of economic development.
combine multiple types of transportation and E This report builds on previous NYDF
energy infrastructure, along with sites of |:E Progress Assessment reports on NYDF Goall
agricultural commodity production, natural 2 (agricultural commodities), Goal 3

resource extraction, and planned urbanization. (extractive industries and infrastructure),
Such projects are currently underway or planned and Goal 4 (sustainable livelihoods). This
in all major tropical forest regions. review aligns with corporate targets to end

deforestation from agricultural commmodity

Forests are under threat not only from global ) ) )
. production by 2025, a crucial milestone for

markets, but also from growing demand due to oo .
limiting temperature rise to below 1.5°C.

populations in forest areas and urban centers.

Billions of people, particularly Indigenous Peoples
and local communities (IPs and LCs), rely on forests for their subsistence or pursue small-scale
commercial activities that sustain livelihoods. These activities, too, can lead to deforestation or
permanent degradation when demand pressure outpaces the rate of regeneration.

Findings

We are not on track to achieve the private sector goal to eliminate deforestation from agricultural supply
chains by 2025. Commodity-driven tree cover loss declined by 6 percent in 2021 compared to previous
years (2018-20), but deforestation rates are still higher than in any year before 2016 and are far from the
trajectory (20% reduction per year) needed to reach the 2025 target (Figure ES2).

Almost all national governments have adopted ambitious forest goals under the Sustainable
Development Agenda 2030 indicating broad alignment with the aim of achieving sustainable production
and development. Dozens of developing countries have forest strategies in the context of REDD+
(reducing emissions from deforestation and forest degradation), laying the groundwork for important
reforms—and, in some cases, driving important policy changes. In most cases, however, these programs
have not yet yielded a reduction in deforestation, and only a handful of countries have received
payments for forest emission reductions.

In Most countries, governments have yet to make the bold sectoral reforms needed to protect forests.
There is limited transparency on how policymakers integrate forest goals into their decision-making, and
how they seek to avoid and mitigate forest risks across economic sectors. Land use policies — such as
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fiscal incentives, environmental and social impact assessments, and protected area regulations - often
fail to integrate forest concerns, have loopholes in their design, or are weakly enforced. Even
governments that have adopted “green growth” agendas still struggle to invest in economic growth that
is aligned with forest goals.

Figure ES2. Commodity driven deforestation, in million hectares, and the pathway toward 2025
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Encouragingly, development interventions such as community forestry, payments for environmental
services schemes, and extension services for farmers can address both poverty reduction and
deforestation and forest degradation. However, there are very few examples of government-led poverty
reduction programs that both prioritize forest impacts and are implemented at scale. An analysis of 23
countries found that most have community or collective forestry schemes in place, but only a few
provide robust land tenure or promote economic development.

Similarly, the agriculture sector has not made sufficient progress in reducing deforestation from
agricultural commodity production. Since the first NYDF Progress Assessment report in 2016, we have
seen little progress removing deforestation from supply chains (NYDF Goal 2), and the transformative
potential of voluntary company action has not yet been realized. To date, only a quarter of major global
companies in the sector have announced a clear, comprehensive, and ambitious policy to eliminate
deforestation from their supply chains; of those, only a few have made significant progress on
implementation. Less than 20 percent of companies disclosing to CDP report near complete compliance
with their zero deforestation commitments.

Corporate action in the extractives sector also remains limited. In response to investor demand, most
mining companies have now adopted some form of corporate social responsibility or environmental,
social, and governance approach, but these frameworks rarely include an explicit focus on forests. The
pace of implementing responsible mining practices" by leading companies has slowed since 2020
compared to the proceeding years. Few companies have adopted voluntary mining sector sustainability
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standards that require them to address direct, indirect, and cumulative forest impacts. The mining sector
recently made positive strides by adopting policies and standards that address biodiversity impacts, but
overall transparency and actions to address forest impacts still lag significantly behind the agriculture
sector.

IPs and LCs stand at the forefront of grassroots environmentalism despite significant risks. IPs and LCs
often work together with civil society organizations, smallholder farmer coalitions, and women's
networks to combat threats to forests from development projects, extractives, or agricultural expansion.
These actors employ various forms of social resistance, but with limited success - only 1in 10 bottom-up
mobilizations against environmentally destructive and socially conflictive projects are successful in
stopping their target project. These successes come at a cost: 200 land and environmental defenders
were killed in 2021, and the mining and extractives sector is consistently ranked as one of the deadliest
for defenders.

Recommendations

To ensure that 2025 and 2030 do not pass as 2020 did — with limited progress toward global forest goals -
governments, companies, and civil society must collaborate to accelerate forest action, supported by
transparency and accountability.

The Forest Declaration Assessment Partners urge the endorsers of the Glasgow Leaders’' Declaration, as
well as other pledgers, to ensure full transparency on the implementation of pledges, so that progress
can be tracked and pledgers held accountable. Pledgers must all set clear interim milestones and
provide publicly accessible reporting.

Public, private, and grassroots actors must prioritize collaboration to leverage relative roles and strengths
to meet the 2025 target for commodity-driven deforestation. Where certain geographies and supply
chains have achieved reductions, the credit can usually be shared between government mandates,
company action, and civil society and grassroots initiatives. All actors should accelerate implementation
of multifunctional landscape and jurisdictional programs that take an integrative, inclusive, and
collaborative approach to addressing forest risks and impacts while driving sustainable economic
growth.

Governments must carefully consider whether voluntary action is a viable foundation to achieve the 2030
forest goals, and how the role of mandatory action, disclosure, and accountability should be increased.
Despite the exceptional success of a few privately led initiatives—notably the Amazon Soy Moratorium,
which has led to lasting and substantial deforestation reductions—voluntary actions alone have not
sufficiently shifted the trajectory of forest loss.

e To meet their own voluntary pledges and targets, governments should adopt and enforce
stronger mandates for forest protection and sustainable management. Interventions could
include binding due diligence regulations and mandatory disclosure, moratoria, increased
regulation of protected areas, and recognition and respect for Indigenous territories
including mandatory Free, Prior and Informed Consent (FPIC). These mandates should be
robust and science-based, covering all forest-risk commodities, legal and illegal
deforestation, and addressing human rights and IPs and LCs' rights.
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The critical role of global commmodity trading companies, which source and trade a
disproportionate volume of forest-risk commodities, must be recognized and leveraged to
achieve concrete progress at scale. Governments should implement regulations and
legislation targeting these actors, complemented by clear conditions for and from financial
institutions.

Governments should apply a forest lens to interventions designed to increase prosperity and
reduce poverty; “greening” poverty interventions can increase their effectiveness by
maintaining and improving the contribution of forest ecosystem services to rural livelihoods.

Across the extractive, infrastructure, and agricultural sectors, regulations should mandate
that forest risks identified for any development project must be managed by applying the
mitigation hierarchy, with the first step — avoidance — applied as much as possible,
accounting for other priorities for sustainable development. Governments should also
enforce strict “no-go” zones for extractive industries and infrastructure in high-value forest
ecosystems.

For extractive industries, governments should also strengthen the regulatory processes for
prospecting, exploration, and licensing mining activities. Environmental and social impact
assessments should be required to be conducted early in the mining life cycle and to assess
indirect and cumulative project impacts.

Across all sectors, governments must empower civil society, smallholders, and, in particular,
IPs and LCs, who have traditionally been the strongest constituencies for forests.
Governments need to ensure meaningful participation in decision-making, design, and
implementation processes by affected rights-holders, including ensuring the right to FPIC.
Affected rights-holders include those whose customary forest lands and livelihoods are
affected and organizations who advocate for the rights of nature.

Companies need to urgently increase the scope and stringency of corporate action, whether voluntary or

mandated. Companies who wish to lead the charge toward the 2025 and 2030 forest goals should

advocate at local, national, and international levels for holistic approaches to addressing deforestation;

approaches where corporate action is enabled and supported by appropriate legislative and policy

frameworks, trade standards, and financial instruments and incentive structures.

Agricultural companies should strive to follow the best available guidance for removing
deforestation from their supply chains and should adopt best practices set by sustainability
standards.

Sectoral bodies like trade and commodity associations should expand their efforts to include
domestic markets and small- and medium enterprises into the zero-deforestation and zero-
conversion supply chain movement to reach a critical share of market coverage for all forest-
risk commodities.

Extractive companies, and those sourcing from them, should adopt biodiversity
commitments and policies that explicitly state that forest impacts fromm company operations
at and beyond the mine site, and company-wide, must be addressed using the mitigation
hierarchy. They must then embed the necessary processes and mechanisms in their
standard operations to realize these commitments, including monitoring and reporting
systems.
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e Mining sector sustainability schemes should require site operators and downstream
purchasers to assess and manage not just the direct forest impacts of extraction, but the
indirect and cumulative as well.

e Companies in the extractives supply chain should also consider the opportunities of
conducting forest conservation and restoration activities, through a nature-based solutions
lens, to mitigate business risks, achieve company climate and biodiversity targets, and
provide benefits to affected stakeholders.
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Forest finance

Achieving international forest goals requires

substantial public and private investments to
address the drivers of deforestation, and to The assessment of forest finance and forest
. oals provides updates on available data and
manage and restore forests sustainably. 9 P o P ]
. . . recent policies to channel finance to the
Improving the environmental impact of our
. . . . forest sector, and an assessment of the role of
industrial and agricultural systems requires ) . )
) public and private finance, and carbon
profound changes to economic and legal )
markets for forest finance. It assesses how

systems. Without both enforcement and progress in the past year has advanced the

compensation mechanisms, forests will continue 2030 global forest goals; the extent to which

M
L
2
L
I
=

to be worth more to users cleared than standing current finance is sufficient for meeting these

—especially in the short term. goals, and where gaps remain. It also explores

Reaching forest goals requires more finance to new forest finance-related areas, including

be earmarked for forest activities, and existing public sector governance mechanisms, direct
. . oo finance mechanisms for IPs and LCs, the role
finance to be shifted away from harmful activities

. . of the voluntary carbon market.
towards sustainable actions.

Findings

Finance for forests is not on track to meet global goals to halt and reverse deforestation by 2030. It will
cost up to USD 460 billion per year to protect, restore, and enhance forests on a global scale. Currently,
domestic and international mitigation finance for forests averages USD 2.3 billion per year — less than 1
percent of the necessary total. For comparison, total finance for climate, from both public and private
sources, reached USD 632 billion in 2019-20.

Funding for forests will need to increase by up to 200 times to meet 2030 goals. This funding does not
need to come just from philanthropic donations or public sector development assistance—a wide range
of financial mechanisms can support forest goals if they are properly designed, including domestic
budgets and fiscal policies, private investments, blended and de-risked finance, grants or loans, readiness
and capacity building support, and results-based payments.

Finance pledges made in 2021 demonstrate a substantial increase in ambition to meet 2030 forest goals.
If they are fully delivered, they would quadruple annual finance for forests from 2021-25 to USD 9.5 billion.
Yet, funding would still need to increase by up to 50 times to meet investment needs. One year on from
these pledges, it is not yet possible to directly assess their progress because most have yet to publicly
disclose on their implementation efforts. However, available data does not yet show an increase in
funding corresponding to pledges made at COP26 in November 2021.

From 2010-20, governments committed USD 25.3 billion of domestic and international public funding to
protect and conserve forests—financing committed with a stated forest objective, or under REDD+
strategies. Flows have increased since 2010, with a significant period of growth between 2016-19. In 2020,
however, finance flows fell by almost half, likely due to countries’ changing budget priorities in the
COVID-19 pandemic. Even at its height, finance aligned with forest goals paled in comparison to
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domestic and international "grey" (potentially harmful) finance flows to agriculture and forest sectors).
From 2010-20, grey investments by the public sector totaled at least USD 257 billion in domestic finance
and USD 13 billion in international finance.

IPs and LCs, who are the most effective stewards and guardians of their forest territories, receive far less
funding than their estimated finance needs for securing tenure rights and preserving forest ecosystemes.
Only 1.4 percent of total public climate finance in 2019-20 was targeted toward IPs and LC's needs, and
only 3 percent of the financial need for transformational tenure reform is being met annually.

Private sector actors—companies, financial institutions, and philanthropies—have not yet leveraged their
significant power to steer development and commodity production onto a sustainable trajectory in line
with forest goals. Most financial institutions still fail to have any deforestation safeguards for their
investments. Almost two thirds of the 150 major financial players most exposed to deforestation do not
yet have a single deforestation policy covering their forest-risk investments, leaving USD 2.6 trillion in
investments in high deforestation-risk commodities without appropriate safeguards.

Demand for nature-based carbon credits in the voluntary carbon market has grown significantly, driven
primarily by interest from companies. The volume of carbon credits traded in the voluntary carbon
markets grew by 89 percent in 2021, with 45 percent of all credits issued coming from forestry and land
use projects. On the other hand, only 10 percent of the carbon credits issued in compliance markets in
2021 came from schemes that allow carbon credit use from forests. The average price of forest carbon
credits in 2021 was between USD 4.7 and 15 per ton of CO2, well below the price needed to meet the Paris
Agreement’s target of limiting global warming to 1.5 °C. Overall, the contribution of carbon market
finance is still minor compared to other green finance sources.

Recommendations

Despite the price tag for protecting and restoring forests on a global scale—up to USD 460 billion per
year—this is an investment that we cannot afford not to make. Achieving the 2030 forest goals is
essential for ensuring a livable world in line with the Paris Agreement. Governments, financial
institutions, companies, and philanthropies must step up to increase and align their spending and
investments with forest maintenance and restoration goals.

The Forest Declaration Assessment Partners call on governments, companies, and financial institutions
to utilize all tools at hand to substantially increase their investments in forests, while also shifting finance
away from harmful activities.

The Assessment Partners urge those who make forest finance commitments—including endorsers of the
Glasgow Leaders' Declaration—to collaborate with impacted communities to design their pledges, and
to pair these pledges with transparent and timebound interim milestones and public reporting on
disbursements, effectiveness of funding, and alignment of finance flows with forest goals. Commitment
makers should detail what share of the pledged finance is additional versus preexisting planned funding
and should clarify how, when, and where this finance will be spent. Evaluation mechanisms must be put
in place to enable donors and communities to assess the impacts of disbursed finance and allow for
needed adjustments. Inclusive and transparent processes are essential to understand how pledged
finance compares to needs and can help guide and improve the impact of future investments, as well as
help hold actors to account on their commitments. The management and governance of finance for
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forests must be developed in partnership with local implementing organizations to ensure that
disbursed finance achieves its objectives.

All financial actors, including governments, financial institutions, companies, and philanthropies, must
make every effort to support the involvement of IPs and LCs in forest and finance decision-making.
Public and private actors must facilitate the flow of finance to IPs and LCs to better enable them to carry
out forest-protection and conservation activities. Governments, multilateral institutions, and private
foundations should prioritize the establishment of new and direct finance mechanisms for these
activities and should codesign these mechanisms with IP and LC groups. Increased coordination and
cooperation between donors, NGOs, and IPs and LCs can help to build trust and guide the most
appropriate interventions. Public and private financiers must also reduce administrative and technical
burdens and provide capacity building for IP and LC groups to receive and manage funds directly. Where
intermediaries are necessary, organizations trusted by IPs and LCs should be prioritized.

Public sector actors must take concrete and far-reaching steps to implement and expand their finance
commitments and align fiscal and financial policies with forest goals, including:

e Incorporate forest risks and impacts into public budgeting frameworks. Governments must
assess the potential impact of public financial and fiscal decisions on forests and direct
finance toward activities that present the least risk and most benefits to forests. Safeguard
measures must be put in place when needed.

e Seize every opportunity to redirect harmful agricultural subsidies and other incentives
(domestic and international) that drive deforestation and forest degradation. Governments
should work to identify which subsidies lead to adverse forest impacts and, to the maximum
extent possible while ensuring just and equitable outcomes, redirect and repurpose these
subsidies, either by making financial support conditional upon achieving environmental
objectives, or by channeling finance directly into deforestation-free incentive programs.

e Employ blended financing tools to leverage private sector finance for the protection of
forests. Implement policies and instruments which can help to de-risk private investments to
create an enabling environment for private finance.

Financial institutions and companies across sectors must recognize and act on the inherent business
risks presented by deforestation and forest degradation and put in place measures and policies to
combat this risk, including:

e Develop a full understanding of the company’s or institution’s exposure and contribution to
climate- and forest-related risks and impacts (in the short, medium, and long term).

e Incorporate processes for assessing climate- and forest-related risks into existing risk
management processes. This includes processes for identifying, managing, and mitigating
risks.

e Move from voluntary to mandatory disclosure of forest-related risks and progress against
pledges to increase transparency and allow investors to reconsider their capital allocation
decisions.

e Implement standards and policies that actively promote green investments and lending to
forest conservation-oriented land sector businesses.

e Prioritize investments that are aligned with and synergetic with forest goals, applying the
mitigation hierarchy to all investment decisions. Limit the volume of private finance flowing
to activities that have a detrimental impact on forests.
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Where private sector actors choose to invest in nature conservation and restoration, they must ensure
that they are supporting high-quality and high-integrity interventions in line with the mitigation
hierarchy and science-based targets. This could include market-based options, such as participation in
carbon markets with forest- and land-based credits, or non-market-based options such as support for
implementation of jurisdictional or landscape scale sustainability activities. Actions to achieve this goal
include:

e Invest in landscape finance for forest protection activities that holistically address the major
drivers of deforestation, conversion and land degradation, both market and non-market
based. One such example is support of multi-stakeholder platforms that can promote
constituency building, strategic planning, mapping, and project development.

e \When using forest-based carbon credits to meet one’s internal climate mitigation targets,
use forest-based carbon credits to compensate for residual emissions only after first
prioritizing emissions reductions within the actor's internal operations. In addition, consider
investing in forest-based carbon credits as part of strategies to achieve societal
decarbonization beyond companies’ own value chains.

e In making purchasing decisions, prioritize 1) crediting standards that meet essential social
and environmental integrity criteria, 2) high-quality credits from jurisdictional REDD+
programs 3) projects that are nested within high-quality jurisdictional REDD+ programs, and
4) credits from other high-quality projects and programs that reduce threats to standing
tropical forests.

e Develop, scale up, and adopt governance frameworks which establish rules for public and
private use of, and claims about, carbon credits.

EXECUTIVE SUMMARY: FOREST DECLARATION ASSESSMENT 1



Forest governance

Effective forest governance results in clear policy
and legal frameworks that are conducive to

meaningful participation of all groups, holds This assessment covers forest governance

governments accountable and promotes action systems and the extent to which they support

toward the achievement of shared goals, such as the goal of halting and reversing forest loss
forest protection and improved land tenure and and land degradation by 2030. Elements of
access to natural resources. forest governance assessed include legal,

The evidence shows that weak forest policy, and institutional frameworks on
. . . sustainable management and protection of
governance results in negative impacts, not just )
) forests; demand-side measures and
on forest landscapes and their ecosystems, but
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international engagement; law enforcement;

also on societies, and, in particular, those who . ) .
tenure security, rights protection, and

are most dependent on forest lands, including empowering Indigenous Peoples and local

IPs and LCs, poor people, and other communities; and transparency, public

marginalized groups. Where countries have participation, and access to justice. This report
successfully reduced deforestation, this success builds on previous NYDF Progress Assessment
has resulted from robust governance systems. reports on NYDF Goal 10.

In a world where voluntary pledges are
increasingly used to communicate intent to work collectively toward the 2030 forest goals, effective
forest governance remains the foundation to ensure that actions are aligned toward a common
objective.

Findings

With only eight years left to reach the 2030 goals, governance of forests and forest lands is not yet strong
enough to curb deforestation and degradation in line with those goals. Robust legal and policy
instruments such as moratoria, strengthened enforcement capacity, smart conservation policies, and
improved transparency and accountability are effective in protecting forests—as evidenced by
remarkable reductions in deforestation in various periods since 2004 when these tools have been
employed in Indonesia, Ghana, Céte d'lvoire, Gabon, Guyana, and Brazil. Yet, some of these achievements
have been reversed—notably in Brazil—or are at risk of being reversed as countries phase out or roll back
policy gains through recent or proposed amendments.

In some countries, reforms and new initiatives have strengthened legal and policy frameworks governing
forests and land use. Jurisdictions such as the Republic of the Congo and the United States have recently
developed laws and policies to protect and sustainably manage their forests more effectively. Others, like
the European Union (EU), Australia, Vietnam, and China are expanding on their demand-side regulations
by developing laws addressing import of forest-risk commmodities and enhancing traceability in the forest
sector. However, most of these proposals lack sufficient detail, are in early stages of development, or have
yet to be implemented at a sufficient scale to curb deforestation in line with the 2030 goal.
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More inclusive approaches to policy development, implementation and enforcement have been adopted
by a growing number of countries, reflecting both growing capacity and expertise within civil society and
government recognition of the value of forest protection. This has resulted in improvements in policies
and laws, and enhanced accountability of government and the private sector in, for example, the
Republic of the Congo, Ghana, and Cameroon.

Law enforcement has also improved in a few tropical forest countries, for example contributing to
reducing illegal timber exports from Lao People’s Democratic Republic, and reduced deforestation in
Indonesia. But there has also been a weakening of enforcement in some other countries and gaps in the
existing legal frameworks, preventing effective enforcement. Furthermore, corruption is widespread in
many forest areas, facilitating illegalities in forests and illegal trade in timber.

Finally, tenure insecurity is persistent in many countries, with at least 50 percent of the lands and
territories held by IPs and LCs still not legally recognized. Reforms in Congo Basin countries such as the
Republic of the Congo and Democratic Republic of the Congo (DRC) have strengthened IPs and LCs
rights’ recognition and protection. However, some other major tropical forest countries have weakened
the legal protection of IPs and LCs' rights through regulatory and legislative changes, or have not
accelerated implementation of relevant policies and laws so that IPs and LCs still face violations of their
territorial rights, as well as violence and marginalization.

Recommendations

Governments must take urgent steps to strengthen forest governance, including:

e Address weaknesses, overlaps, and ambiguities in forest legal frameworks; clarify unclear and
overlapping laws, regulations, and institutional mandates; streamline legal frameworks in the
forest and non-forest sectors; and improving the enforcement authorities’ capacity to
understand the law.

e Halt and reverse the weakening of legal frameworks and institutional capacities.
Governments should carefully assess the long-term implications of recent rollbacks for
sustainable development and forests. This includes recent amendments and introduction of
laws that undermine forest protection and reforms weakening environmental and social
protections in the wake of COVID-19.

e Secure IPs anf LCs' land tenure rights by developing and implementing clear and coherent
laws that formally recognize and protect these rights.

e Implement inclusive processes for forest governance, including by embedding the
participation and inclusion of forest-dependent communities in forest decision-making into
the legal frameworks, ensuring that IPs and LCs are consulted on and have consented to
decisions around their forest lands through a process of FPIC. More broadly, ensure
participation of non-state actors in policy and law-making and implementation; land-use
planning; law enforcement; and forest monitoring.

e Address regulatory weaknesses and ensure the proper implementation of environmental
and social impact assessments (ESIAs) and of legislations on protected areas. Proper
implementation of ESIAs includes, considering all direct, indirect, and cumulative negative
impacts on forests and the people dependent on them, and prioritizing their avoidance in
accordance with the mitigation hierarchy.
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e Increase checks and balances to combat corruption in the land and forest sector. This
requires, for example, limiting government officials’ discretion in approving concessions;
adopting robust rules to avoid conflicts of interest; implementing robust timber legality
assurance systems and due diligence requirements; and ensuring compliance with or the
strengthening of transparency laws.

e Strengthen enforcement by allocating sufficient resources to enforcement agencies,
strengthening international cooperation, and empowering civil society and communities in
monitoring.

e Strengthen land-use planning, including evidence-based spatial planning analyses and
processes for allocation of concessions and ESIAs, in alignment with forest goals.

EXECUTIVE SUMMARY: FOREST DECLARATION ASSESSMENT
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Theme 1 covers the overarching forest goals of: 1) ending the loss and degradation of natural forests by 2030,
and 2) restoring 350 million hectares of degraded landscapes and forestlands by 2030. This report assesses
progress toward these targets. The current assessment builds on previous New York Declaration on Forests
Goal 1and Goal 5 progress reports and provides updates using the latest available data.
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Key Messages

Forests are fundamental to regulating and stabilizing the global climate. Meeting the Paris Agreement’s
ambition of limiting global warming to no more than 1.5°C will require global greenhouse gas (GHG)
emissions to reach net-zero by the second half of this century. Eliminating deforestation by 2030 is a
major milestone towards achieving the 2050 net zero target. Deforestation and degradation account for
10-12 percent of global GHG emissions. Halting deforestation and forest degradation as soon as possible,
and no later than 2030, will substantially reduce the release of terrestrial GHG emissions to the
atmosphere. Restoration of forests and other ecosystems can return significant amounts of carbon to
stored biomass and help to realize the collective 2030 targets. Protecting forests also comes with clear
benefits for people, biodiversity, and sustainable development.

Only eight years remain to achieve the twin global goals of halting and reversing deforestation and
degradation by 2030. Despite encouraging signs, not a single global indicator is yet on track to meet the
2030 goals of stopping forest loss and degradation and restoring 350 million hectares of forest
landscape.

To be on track to halt deforestation completely by 2030, a 10 percent annual reduction in forest loss is
needed. However, deforestation rates around the world declined only modestly in 2021, with a decrease
of 6.3 percent compared to the 2018-20 baseline. In the humid tropics, loss of irreplaceable primary
forest decreased by only 3.1 percent. This is far short of the 10 percent annual reduction needed to be on
track to halt deforestation completely by 2030. Globally, forests became more degraded in 2021, but at a
slower rate than during the 2018-20 baseline period; if continued, this slowdown may put the world on
track to meet the 2030 zero degradation target. There is a significant year-to-year fluctuation in both
deforestation and degradation metrics, which makes it difficult to detect trends over short periods of
time. Future assessments will monitor these processes to confirm the limited progress detected in 2021.

Tropical Asia is the only region currently on track to halt deforestation by 2030. While deforestation rates
in Tropical Latin America and Africa decreased in 2021 relative to the 2018 to 2020 baseline, those
reductions are still insufficient to meet the 2030 goal. Each year that passes without sufficient progress
makes it increasingly difficult to meet global forest protection goals — and increases the annual
reductions required in future years.

Notable progress in afforestation and reforestation efforts over the last two decades have resulted in
new forest areas the size of Peru, with net gains of forest cover in 36 countries. However, overall losses
exceeded gains over the same period, resulting in a net loss of 100 million hectares globally. It should be
noted that forest cover gains, through reforestation and afforestation activities, do not compensate for
forest losses in terms of carbon storage, biodiversity, or ecosystem services. Therefore, highest priority
efforts should be directed towards safeguarding primary forests from losses in the first place.
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Introduction

1. Why track overarching forests goals?

Forests are fundamental to regulating and stabilizing the global climate. Meeting the Paris Agreement’s
ambition of limiting global warming to no more than 1.5°C will require global greenhouse gas (GHG)
emissions to reach net-zero by the second half of this century.! Eliminating deforestation? by 2030 is
fundamental to achieving the 2050 net zero target. Deforestation and degradation, account for about 10 -12
percent of global GHG emissions.? Despite this, forests are also a significant natural carbon sink, contributing
net carbon removals from the atmosphere of up to 7.6 gigatons of carbon dioxide-equivalent (GtCOze) per
year between 2001 and 2020.> While forests are still a net carbon sink globally, it is concerning that the
difference between carbon removals and emissions from deforestation/degradation is shrinking in some
regions, a phenomenon particularly evident in the Amazon.*

Halting deforestation and forest degradation as soon as possible —and no later than 2030 — will substantially
reduce the release of terrestrial GHG emissions to the atmosphere. Meanwhile, restoration of forests and
other ecosystems — through activities like reforestation, assisted natural regeneration, and improved forest
management — can return significant amounts of carbon to stored biomass. Primary forest is, however,
irreplaceable. No level of reforestation or afforestation can equate lost primary forest; degraded and
deforested land can be restored, but the quality of carbon storage, biodiversity, and associated ecosystem
services may never fully recover.® Together with agriculture and other land use activities, reforestation,
assisted natural regeneration, and improved forest management practices could contribute an estimated
reduction of 8-14 GtCO2e per year between 2020 and 2050, at a cost of less than USD 100 per ton.® Protecting
forests also comes with clear benefits for people, biodiversity, and sustainable development.”

2. What are the building blocks for progress on 2030
forest goals?

Forest goals enshrined in the New York Declaration on Forests, the Glasgow Leaders’ Declaration on Forests
and Land Use, the Bonn Challenge, and other pledges recognize that halting deforestation and restoring
forests requires a wide array of actors and balancing environmental, social, and economic interests. These
goals provide the most concrete statements of global ambition to protect and restore forests and are critical
to meeting the aspirations of the Paris Agreement, the Sustainable Development Goals (SDGs), and many
other global ambitions.

The accompanying reports from this Assessment—focused on Sustainable production and development
(Theme 2); Finance for forests (Theme 3); and Forest governance (Theme 4)—highlight critical actions that a

variety of stakeholders must take to meet their forests goals. Governments, companies, and civil society must
collaborate to accelerate forest action, supported by transparency and accountability. Governments must
carefully consider whether voluntary action is a viable foundation to achieve the 2030 forest goals, and how
the role of mandatory action, disclosure, and accountability should be increased. Meanwhile, companies
need to urgently increase the scope and stringency of corporate action, whether voluntary or mandated. A

a Deforestation refers to a tree cover loss event that is: permanent in nature (e.g., when forest is converted to cropland or
cleared for development) or when it occurs within humid tropical primary forest boundaries. See Annex A for a full list of
key terms.
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variety of private sector actors — companies, financial institutions, and philanthropies — have not yet leveraged
their significant power to steer development and commodity production onto a sustainable trajectory in line
with forest goals.

Additionally, funding for forests will need to dramatically increase by up to 200 times to meet 2030 goals.
Indigenous Peoples (IPs) and local communities (LCs) are the most effective stewards and guardians of their
forest territories but receive far less funding than their estimated finance needs for securing tenure rights
and preserving forest ecosystems. Financial institutions and companies across sectors must recognize and
act on the inherent business risks presented by deforestation and forest degradation and put in place
measures and policies to combat this risk. Public sector actors must take concrete and far-reaching steps to
implement and expand their finance commitments and align fiscal and financial policies with forest goals.
Where private sector actors choose to invest in nature conservation and restoration, they must ensure that
they are supporting high-quality and high-integrity interventions in line with the mitigation hierarchy® and
science-based targets.

3. How does this report assess progress?

This report provides a summary of global progress on halting deforestation and degradation and advancing
forest restoration. Tracking progress toward these goals uses indicators of gross deforestation, humid tropical
forest loss, emissions from forests, forest landscape integrity, and tree cover gain (Annex B: Methodology). A
clearer picture of progress or lack thereof will emerge as more years of data become available because all
forest change indicators fluctuate quite strongly from year to year. The forest loss and degradation sections
of this assessment largely focus on change in 2021 compared to a baseline period of 2018-20. Although the
data shows promising changes in the right direction, the most reliable trends to take note of are those that
have been sustained for several years in succession. Thus, these trends will be clarified with subsequent
years-worth of data. Additional methodological notes and analysis are available in the Technical Annex.

This report focuses almost exclusively on forests, excluding other ecosystems, as the current mandate of the
Forest Declaration Assessment is to track progress toward the 2030 forest goals. This focus reflects both the
Forest Declaration Assessment'’s history as an initiative to track progress on the New York Declaration on
Forests as well as the disproportionate attention that forests have received on the international stage
compared to other biomes.? The focus on forests does not imply that other ecosystems are not also
important for meeting climate change and biodiversity goals.

This report does not detail the causes of, nor recommend solutions for, tackling deforestation and forest
degradation. These topics are covered in three complementary thematic reports on Sustainable production
and development, Finance for forests, and Forest governance. Country-level examples and case studies are
included from assessments of progress conducted by the Forest Declaration Assessment team on 13
countries® in 2022. Finally, this report focuses primarily on developing countries, due to the impact of tropical
forests on climate and biodiversity. The Assessment Partners aim to include the global north more
prominently in future years' assessments.

b A decision framework that allows for the systematic consideration of negative forest impacts and mitigation options.
¢ Cambodia, Cameroon, Canada, Colombia, Democratic Republic of the Congo, Dominica, Ecuador, Gabon, Indonesia,
Kenya, Liberia, Republic of the Congo, and Vietnam.
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Findings

1. What progress has been made?

None of the indicators assessed suggest that the world is yet on track to meet the goals of halting forest loss
or degradation or restoring 350 million hectares (Mha) by 2030.9 Each year that passes without sufficient
progress makes it increasingly difficult to meet global forests goals by 2030.

There is no single solution for halting deforestation and forest degradation or accelerating restoration around
the world. Yet, coordinating actions across sectors to align policies with forest goals, to direct green finance
to forests, and to improve the effectiveness of forest governance can bring private and public sector actors
closer to their forest goals and pledges. In this regard, some regions and countries have had more success
than others.

Some countries have implemented comprehensive forest policies, consider forests in their development and
economic policies, and tackle poverty reduction and forest protection in tandem (e.g., through payment for
ecosystem services or REDD+ programs). In other jurisdictions, private and public sector actors effectively
collaborate to address deforestation. On the other hand, many countries still lack sufficient resources and
institutional capacities for effective forest governance. More green finance is needed to unlock the full
potential of forest protection interventions such as REDD+.

Country case studies throughout this brief provide a closer look at success factors for achieving forest goals
in specific country contexts. Further details are covered in the other three thematic reports on Sustainable
production and development; Finance for forests; and Forest governance.

The global community has rallied around the goal of “halting deforestation” by 2030. No perfect measure of
deforestation exists, so this assessment uses a set of proxies. The first indicator estimates the share of global tree cover
loss?© that is likely to have been permanently converted to a new land use, based on the driver of loss® The second
estimates the loss of mature, natural humid tropical primary forests! The third estimates the emissions from these
forest disturbances, given forests’significant contribution to meeting the Paris Agreement goals.

“Halting” deforestation is defined here as reaching zero gross deforestationt by 2030, defined as no permanent land use
change from forests to non-forests, and no additional clearing of primary forests, irrespective of any gains in area due
to reforestation elsewhere. Assuming a straightforward linear pathway to 2030, reaching the 2030 target will require a
10 percent reduction in the deforestation rate each year from 2021 through 2030, compared to a baseline of the average
deforestation rate from 2018-2020. Below, the 2021 deforestation rate is assessed against the 2018-2020 baseline to
determine if the world is on track to meet the 2030 goals.

d Forest restoration refers to a suite of interventions aimed at halting and reversing deforestation and forest degradation.
Forest protection includes reducing deforestation and forest degradation, restoring degraded forestlands, and sustainable
management of production forests, with involvement of governments, the private sector, IPs and LCs, and other actors.
See Annex A for full list of key terms.

¢ Tree cover loss refers to a loss event that may or not be permanent. Non-permanent tree cover loss routinely occurs in
the context of logging, fire, or swidden agriculture. Tree cover loss data is often analyzed as a first step to measure
deforestation. See Annex A for a full list of key terms.

fThe Glasgow Leaders' Declaration on Forests and Land Use does not specify whether it aims to reach gross or net zero
deforestation by 2030. The 2021-2030 benchmark presented here uses the “gross zero” interpretation. Indicators tracking a
less ambitious “net zero” pathway will be developed in future assessments as data becomes available, e.g., by using the
gross forest loss and gain of the upcoming 2025 FAO Forest Resource Assessment. See Annex A for a full list of key terms.
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Global gross deforestation amounted to 6.8 Mha (ha) in 2021 - an area that is comparable in size to the
Republic of Ireland — with 3.9 GtCOze of associated GHG emissions.? Despite the alarming scale of loss, the
slightly reduced pace of deforestation represents an improvement in relation to the 2018-2020 baseline. Still,
this improvement is insufficient for meeting the 2030 targets. The 2021 deforestation rate experienced a
modest reduction of 6.3 percent compared to the 2018-2020 baseline, which is far short of the yearly 10
percent reduction required to achieve zero deforestation by 2030. Each year that reductions fall short of the
annual target, the total reductions required in future years to meet the 2030 target increase (Figure 1).

Figure 1. Global deforestation rate over the 2010-2021 period, in million hectares, and the pathway to
reach the 2030 global gross zero deforestation target
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The vast majority (96%) of global deforestation takes place in tropical regions and, therefore, the vast majority
(98%) of the decrease in deforestation will also need to come from those regions (Figure 2).

Tropical Asia experienced a decrease in forest loss from the baseline and is the only region currently on track
to halt deforestation by 2030. Tropical Latin America and Africa also saw a decrease relative to the baseline
but are not yet aligned with the 2030 goal. Both regions will need to redouble their efforts in 2022 and

beyond to align with the 2030 zero deforestation pathway and Tropical Asia will need to sustain the progress
it has recently made.

9 If deforestation were a country, it would globally rank third in GHG emissions after China and the US.
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Figure 2. Global deforestation rate by region over the 2010-2021 period, in million hectares, and the
pathway to reach the 2030 gross zero target from the 2018-2020 baseline
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Source: Figure based on original analysis for this report using data from Hansen et al. 2013. Only tree cover loss that is
deemed permanent (Curtis et al,, 2018) or that occurs within humid tropical primary forests is considered here.

Note: The data referring to other regions are used here for reference, to highlight that the bulk of deforestation takes place
in only two global regions. The data before and after 2015 are not directly comparable, as the methodology to detect the
tree cover loss has been improved and may result in higher estimates of loss for recent years compared to earlier years,
although this does not affect the assessment of progress since 2020."

GHANA AND COTE D'IVOIRE

While Ghana and Céte d'lvoire have lost significant forest cover in the past, in 2021, deforestation decreased in
those countries by 13 percent and 47 percent, respectively, compared to 2018-2020. This recent success puts
them on track with the 2030 pathway. Since 2017, the governments of Ghana and Céte d'lvoire have worked
with 35 companies, which together account for 85 percent of the world’s cocoa trade, to improve the
sustainability of resource use in forest landscapes and address the underlying drivers of deforestation such as
poverty. The public-private Cocoa and Forests Initiative (CFl), under which this collaborative has taken place,
has worked to improve stakeholder collaboration, policies, finance for restoration, and to strengthen
governance structures. Under the CFl umbrella, companies are working to improve the transparency of their
supply chains and smallholders are adopting sustainable agriculture practices such as agroforestry, while
increasing productivity. While it is difficult to identify any single drivers of reduced deforestation, public-
private partnerships like CFl present a compelling example for other regions on how collaboration between
stakeholders can be built. Going forward, additional action is necessary to address poverty among
smallholders and to disincentivize agricultural expansion into forests as a strategy to increase income.*

Of the 10 countries with the highest total deforestation, half saw a reduction of deforestation rates in 2021
compared to the 2018-2020 baseline. However, globally, the deforestation indicator is not on track. A key
reason for this is that four out of the five top countries with largest absolute deforestation increased their
deforestation rates in 2021 — namely Brazil, Bolivia, Democratic Republic of the Congo (DRC), and Paraguay
(Figure 3).
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Brazil remains the largest contributor to deforestation globally. Despite Brazil's outsized influence and
increasing deforestation trend, tropical Latin America overall has experienced net 0.033 Mha decrease in
deforestation in 2021 compared to the 2018-2020 baseline. This decrease in deforestation can mainly be
attributed to Mexico, Venezuela, Colombia, Guatemala, and Peru, all of which combined resulted in a joint
decrease in deforestation of 0.140 Mha. This decrease was larger than the combined increases experienced in
other countries, namely Brazil and Bolivia, where the deforestation trends are diverging from the 2030 target.
In practice, increasing deforestation rates in major forest countries will make it very difficult to achieve the
2030 goal globally, regardless of other countries actions (country data available in Annex B).

In Tropical Asia, the countries with the largest absolute increase in deforestation are Cambodia and
Myanmar. In sharp contrast, Indonesia, the largest deforester in Asia, experienced a sizeable reduction in
deforestation in 2021 in relation to the baseline. Similarly, Malaysia, another country with substantial forest

cover, experienced a relative reduction.

The DRC and Cameroon are the largest contributors to deforestation in tropical Africa. While the DRC's
deforestation rate increased minimally in 2021, its absolute 2021 deforestation accounts for over 60 percent of
Tropical Africa’s total deforestation. Cameroon experienced a 20 percent increase in its deforestation rate in
2021 relative to the 2018-2020 baseline.
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Figure 3. Country-level deforestation (in hectares) in 2021 (Top figure) and percent change in
deforestation compared to the 2018-2020 baseline scenario (Bottom figure).
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Tropical and subtropical forests hold about a third of irrecoverable carbon and biodiversity, experience the
majority of deforestation globally, and can take decades or centuries to recover from loss.” As no
quantification of global primary forest loss is available, this indicator is based on humid tropical primary
forest only. In 2021, 3.7 Mha of humid tropical primary forest were cleared, with 2.5 GtCO2e of associated GHG
emissions. This represents a 3.1 percent decrease in deforestation in 2021 compared to the 2018-2020
baseline. While this does indicate improvement, the decline of deforestation within humid tropical forests is
slower than the decline in global deforestation (6.3%) — and both are well below the 10 percent annual
reduction needed to meet 2030 goals (Figure 4).
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Figure 4. Global tropical humid primary forest loss over the 2010-2021 period, in million hectares, and
the pathway to reach the 2030 gross zero target from the 2018-2020 baseline
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Source: Figure based on original analysis for this report using data fromm Hansen et al. 2013. Only tree cover loss occurring
within primary forest boundaries is considered (Turubanova et al., 2018).

Note: The dashed line indicates that a reduction rate in deforestation of 10 percent per year, as compared to the 2018-2020
baseline, is necessary to reach the 2030 zero gross deforestation target. The data before and after 2015 are not directly
comparable, as the methodology to detect the tree cover loss has been improved and may result in higher estimates of
loss for recent years compared to earlier years, although this does not affect the assessment of progress since 2020.®

Tropical Asia experienced a 20 percent reduction in 2021 against the baseline — the only region that
experienced a reduction in humid tropical forest loss. Tropical Asian countries have now experienced five
consecutive years of decreasing primary forest loss and the region is on track to reach the 2030 target. This
progress should be celebrated and used as an example for other regions. In contrast, yearly loss in Tropical
Africa has remained constant and has increased by 1.2 percent in Tropical Latin America (Figure 5).

Cameroon, Bolivia, Lao Peoples’ Democratic Republic (Lao PDR), Cambodia, Brazil, and, DRC all experienced
increases in the rate of primary forest loss in 2021, with the four first showing over double-digit increases (see
Annex F for full dataset). Only four countries reduced their rate of humid primary forest loss in 2021: Malaysia
(-36%), Indonesia (-35%), Colombia (-16%), and Peru (-6%).
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Figure 5. Tropical humid primary forest loss by region over the 2010-2021 period, in million hectares, and
the pathway to reach the 2030 gross zero target from the 2018-2020 baseline
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Source: Figure based on original analysis for this report using data from Hansen et al. 2013. Only tree cover loss occurring
within primary forest boundaries is considered (Turubanova et al., 2018).

Note: The dashed line indicates the reduction rate, as compared to the 2018-2020 baseline, that is necessary for each
tropical forest region to reach the 2030 zero gross deforestation target. The data before and after 2015 are not directly
comparable, as the methodology to detect the tree cover loss has been improved and may result in higher estimates of
loss for recent years compared to earlier years, although this does not affect the assessment of progress since 2020."”

INDONESIA

Indonesia is currently on track to meet its 2030 deforestation goal: The rate of primary forest loss has declined
over the past five years and was 25 percent lower in 2021 than in 2020."® Action by both corporations and the
government to address deforestation from palm oil production has been key to achieving this progress. In
2018, the Roundtable on Sustainable Palm Oil tightened its sustainability certification requirements to
prohibit deforestation and peatland clearing. Also in 2018, the government imposed a moratorium on new oil
palm plantations and enhanced law enforcement. By 2020, more than 80 percent of palm oil refiners had
adopted No Deforestation, No Peat and No Exploitation commmitments. As a result, deforestation linked to
palm oil in 2020 reached its lowest rate in 20 years — and is continuing to fall during a period of expansion of
palm oil production.” Indonesia has also included targets for peatland restoration in its NDC and requires
companies to report on restoration of peat ecosystems in their concession areas.?°

However, the palm oil moratorium expired in 2021, and there is now a risk that plantation expansion and
deforestation will increase in response to palm oil prices, which have rising since 2020.2' Another concern is
recent changes to the forest legal framework that would undermine forest protection and previous
achievements if implemented (see Theme 4 report on Forest governance for more).

1.3 Greenhouse gas emissions from forest loss

Global average baseline gross emissions from deforestation were 4.1 GtCOze per year in 2018-20. Emissions in
2021 decreased by 5.5 percent from this baseline, with a total of 3.9 GtCOze emissions from deforestation in
2021 (Figure 6). This decrease is not on track with the 10 percent, or 0.39 GtCO-e/year, decrease required to
reach the 2030 target.
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Figure 6. Global gross emissions from deforestation over the 2010-2021 period, in megatons CO»-
equivalent, and the pathway to reach the 2030 gross zero target from the 2018-2020 baseline
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Source: Figure based on original analysis for this report using data from Harris et al., 2021, Hansen et al. 2013, and Curtis et
al. 2018, updated through 2021.

Note: The dashed line indicates that a reduction rate in emissions from deforestation of 10 percent per year, as compared
to the 2018-2020 baseline, is necessary to reach the 2030 zero emissions from deforestation target. The data before and
after 2015 are not directly comparable, as the methodology to detect the tree cover loss has been improved and may result
in higher estimates of loss for recent years compared to earlier years, although this does not affect the assessment of
progress since 2020.22

Figure 7. Global gross GHG emissions from humid tropical primary forest loss over the 2010-2021 period,
in megatons CO:-equivalent, and the pathway to reach the 2030 gross zero target from the 2018-2020
baseline
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Source: Figure based on original analysis for this report using data from Harris et al., 2021, Hansen et al. 2013, and
Turubanova et al., 2018, updated through 2021.

Note: The dashed line indicates that a reduction rate in emissions from deforestation of 10 percent per year, as compared
to the 2018-2020 baseline, is necessary for tropical forest regions globally to reach the 2030 zero emissions from
deforestation target. The data before and after 2015 are not directly comparable, as the methodology to detect the tree
cover loss has been improved and may result in higher estimates of loss for recent years compared to earlier years,
although this does not affect the assessment of progress since 2020.2
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The average 2018-20 global baseline emissions fromm humid tropical primary forest loss were 2.5 GtCOze per
year. With 2.46 GtCOze emitted due to humid primary forest loss in 2021, emissions have decreased by 2.4
percent compared to the baseline (Figure 7).

Consistent with their deforestation trends, Indonesia and Malaysia saw the largest reductions in emissions
from deforestation in relative terms in 2021 - reducing deforestation by 28 percent (450 MtCOze) and 26
percent (121 MtCOze), respectively. Meanwhile, Bolivia and Brazil presented the largest relative increases in
emissions in 2021 by 12 percent (240 MtCOze) and 5.6 percent (1400 MtCOze), respectively (see Annex F for
dataset).

The countries with the greatest relative increases in GHG emissions from humid primary forests were Bolivia
(23% increase in relation to the baseline), Cameroon (23%), Lao PDR (16%), Cambodia (12%), and Brazil (9%).
Lao PDR has experienced an overall decrease in deforestation but has disproportionately increased its rate of
loss in high-ecological value forests (see Annex F).

Tropical Asian countries overall saw a reduction in emissions from deforestation in 2021. As with
deforestation, tropical Asia was the only region that saw a reduction in emissions from humid tropical forest
loss. Asian countries have now experienced five consecutive years of decreasing emissions from primary
forest loss and the region is on track to reach the 2030 target. Annual emissions from deforestation
decreased slightly in tropical Africa and tropical Latin America in 2021. However, emissions from deforestation
have generally been increasing in those regions since 2010, and both regions will need significant reductions
to align with the 2030 zero emissions from deforestation target (Figure 8).

Figure 8. Regional gross GHG emissions from deforestation by region over the 2010-2021 period, in tons
CO:z-equivalent, and the pathway to reach the 2030 gross zero target from the 2018-2020 baseline
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Gabon, which has over 90% of its total area covered by forests,?> has been able to reduce its already low rate of
deforestation by 28% between 2018-2020 and 2021. In 2021, Gabon was the first country to receive payments
from the Central African Forest Initiative for reducing carbon emissions from deforestation. Gabon was
awarded USD 17 million for forest protection measures such as creating 13 new national parks and
implementing a project to combat illegal logging.?® These measures have also contributed to decreased tree
cover loss from shifting agriculture and artisanal small-scale mining. To address the growing risk to forests
frorn commercial agriculture, the government of Gabon in 2019 adopted the Roundtable on Sustainable Palm
Oil Principles and Criteria as national standards for palm oil production?” and mandated in 2018 that all forest
concessions should be certified under Forest Stewardship Council standards by 202222 Further, Gabon has
created AGEOS, an agency specialized in forest mapping using tele-detection methods to monitor the forest
cover in real-time.

Additionally, Gabon developed an Emerging Gabon Strategic Plan (PSGE)?°, which outlines actions to ensure
sustainable resource management while also reducing poverty and accelerating economic growth. Gabon
has not yet implemented a Strategic Planning and Land Use Program (PNAT). But with the help of the Central
African Forest Initiative (CAFI), the country is currently developing one for an improved spatial planning
system to determine which areas should be developed for agriculture, mining, infrastructure development,
and conservation.

While deforestation is the process of clearing forests permanently, forest degradation leads to a forest that still exists but
is diminished in qualities such as carbon storage, biodiversity, and other ecosystem services. Degradation can often be a
precursor to deforestation. Forest degradation can be measured in many ways. The Forest Landscape Integrity Index
(FLII)*¢ indicator tracks the ecological integrity of forests using data on the intensity and distribution of human pressures
known to cause degradation, combined with observed losses in forest connectivity. Because the Glasgow Leaders’
Declaration called for a halt (even a reversal) in land degradation by 2030, the FLII benchmark is equivalent to a 10
percent reduction in new degradation each year compared to the 2018-2020 baseline, reaching zero new degradation by
2030.

According to the FLII indicator, degradation of forests is ongoing both globally, with an average loss of 0.074
FLII points per year, and in all individual regions. Yet, the global rate of degradation appears to have slowed
down in 2020-21, with a loss of 0.058 FLII points, thus roughly aligning itself with the annual degradation rate
target (Figure 9). However, annual losses show substantial year-to-year fluctuations, demanding further
years of data before a clear trend can emerge." Moreover, since observed rates increased in four out of eight
global regions, it cannot yet be concluded that the world is on track for this target.

h Note: The analysis of the FLII presented here quantifies the relative change in integrity, but not changes in the area of
forest with differing degrees of degradation. In future years, the Assessment Partners aim to include this additional
information, as well as associated emissions impact.
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Figure 9. Annual change in global forest degradation as measured by the change in Forest Landscape
Integrity Index (FLII)

0.100 Baseline
0.090

0.080
0.070 -

0.060 ~.

0.050 ~.

Annual decline in FLII score

0.040 ~.

- Pathway to
0.030 S ~ 2030 target

0.020 .~
0.010 .~

0.000 —
2018 2020 2025 2030

Source: Figure based on original analysis for this report using data from Grantham et al., 2020.

Note: This figure shows the global annual change in forest degradation as quantified by the Forest Landscape Integrity
Index (FLII) score. The solid line shows the annual change in FLII compared to the previous year. Positive values indicate a
FLII decline, and therefore an increase in degradation, over the 2018-2021 period. The dashed line represents the pathway
to reach the 2030 zero annual degradation target from the 2018-2020 baseline. Degradation in 2021 decreased in relation
to the baseline. In contrast to other indicators, data on the FLII index is only available from 2017.

1.5 Restoration

The agreed global goal on restoration is to restore 350 Mha of lost and degraded forest landscapes by 2030. Global data
on forest cover and tree cover gain using remote sensing technology is not yet available. However, in late 2021, the
University of Maryland and World Resources Institute produced new prototype data on forest cover gain for the period
2000 to 2020, is used in this analysis as a proxy for forest restoration.

In addition, this Assessment analyzes how much forest land can be realistically restored between 2020 and 2050,
measuring the potential to shift from a non-forest cover to a forest cover state through afforestation and reforestation
activities, as well as natural forest regrowth. These indicators should be interpreted as a proxy for forest restoration

opportunity potential.
TREE COVER GAIN, 2000-2020

Over the previous two decades (2000-2020), global tree cover! increased by roughly 130.9 Mha — an area
slightly larger than Peru. Three quarters of the global gain was concentrated in 13 countries; the largest gains
were observed in Russia (28.4% of the total), Canada (13.0%), the United States (10.7%), Brazil (6.2%), and China
(5%) (Figure 10). China saw the largest net tree cover gains (2.1 Mha).3!

iThe data on tree cover gain is the best-available proxy for forest gain. Tree cover gain includes gain from natural regrowth
and restoration interventions, as well as gain from industrial tree plantations and agricultural tree crops, which are not
typically considered forests.
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However, these gains were offset by 231.4 Mha of tree cover loss in the same countries during that period. In
total, although there was a global net loss of 100.5 Mha of tree cover,! thirty-six countries gained more tree
cover than they lost (Figure 11),32 which demonstrates potential for scaling up restoration and reversing forest
loss globally. After China, India (0.87 Mha), Uruguay (0.54 Mha), Belarus (0.52 Mha), and Ukraine (0.43 Mha)
presented the largest net gains. Globally, 118.6 Mha (approximately 90 percent) of the total tree cover gain —
likely due to natural regeneration and assisted natural regeneration — occurred outside known plantations 33

Figure 10. Tree cover gain between 2000 and 2020, in million hectares

Tree cover gain (Mha)
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it is important to highlight that tree cover gain does not cancel out tree loss. Although forest cover gain is occurring in
many places, it doesn’t negate the impacts of loss — especially of primary forests.
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Figure 11. Tree cover net change over the 2000-2020 period, in million hectares
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Source: Data extracted from Potapov et al. (2022)*°

The cost-effective mitigation potentialk identifies the pathway to the 2030 global restoration goal and
assesses over the coming decade whether the world is on track. The global cost-effective mitigation
potential of restoration over the 2020-2050 period amounts to 36.252 billion tCOze (Figure 12, top). At a
regional level, Latin America and the Caribbean have the largest cost-effective mitigation potential (32.8% of
the global potential, equivalent to 11,898 MtCO or 396.6 MtCO: per year), followed by North America (21.0%),
and Africa (20.7%) (Figure 12, bottom).

KIn simple terms, cost-effective potential can be understood as the amount of mitigation that can be reasonably expected
to be unlocked given economic constraints. Following the cost-effective definition outlined by Roe et al. (2021), the
threshold of USD 100/tCO2eq was set by using “the middle of the range for carbon prices in 2030 for a 1.5°C pathway, and at
the low end of the range in 2050."
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Figure 12. Cost-effective mitigation potential over the 2020-2050 period, in MtCO.e by hectare (top
figure), and in GtCOze by region (bottom figure)
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Source: Data extracted from Roe et al. (2021)

The global cost-effective area of opportunity for 2020-2050 is 295.1 Mha (Figure 13, top), which is
approximately equivalent to the area of India. The majority (80%) of the mitigation potential is concentrated
in only twenty-four countries. Brazil stands out, accounting for 22.7 percent of the global mitigation potential
(8.232 billion tCO2 over the thirty-year period, or 274 million tCO; per year; 455 Mha of restoration area of
opportunity) and together with the United States, which represents 12.6 percent (4.572 billion tCO2 or 152
million tCO: per year; 20.4 Mha), adds up to 35 per cent of the global figure. Other key countries are Canada
(8.4% of the global total), Indonesia (5.0%), India (3.2%), and DRC (2.9%).

Differences across and within regions are substantial. In alignment with mitigation opportunity, Latin
America and the Caribbean have the largest area of opportunity (Figure 13, top), accounting for 23.2 percent
of the global area with potential for afforestation, reforestation, and natural forest regrowth (equivalent to
68.5 Mha). North America (19.8% or 58.6 Mha) and Africa (14.4% or 42.4 Mha) follow. Eurasia and Europe
account for 22.2 percent of the area of opportunity, but host only 4.6 percent of the mitigation potential.
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Figure 13. Cost-effective area of opportunity (2020-2050), in million hectares
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When accounting for both area of opportunity and mitigation opportunity, the best opportunities overall lie
in the United States of America (233.8 tCO2 per ha), Brazil (181.0 tCO2 per ha), Indonesia (171.0 tCO: per ha),
DRC (215.3 tCOz2 per ha), Angola (208.8 tCO:z per ha), or Tanzania (214.7 tCOz per ha).

A full list of countries with their mitigation potential, area of opportunity, and mitigation density can be
found in Annex F.
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Annex A. Key terms

COST-EFFECTIVE RESTORATION

Interventions are considered cost-effective if the cost of mitigating one tonne of CO2 equivalent is up to USD
100. The threshold of USD 100/tCO2eq was set by using “the middle of the range for carbon prices in 2030 for a
1.5°C pathway, and at the low end of the range in 2050” (Roe et al., 2021, p. 6027).

DEFORESTATION

A tree cover loss event that is: permanent in nature, e.g., when forest is converted to cropland or cleared for
development; or when it occurs within humid tropical primary forest boundaries.

FOREST LANDSCAPE INTEGRITY INDEX

The Forest Landscape Integrity Index (FLII) tracks the ecological integrity of forests using data on the intensity
and distribution of human pressures known to cause degradation, combined with observed losses in forest
connectivity.

FOREST LANDSCAPE RESTORATION (FLR)

The long-term process of regaining ecological functionality and enhancing human well-being across
deforested or degraded forest landscape.

FOREST PROTECTION

A suite of interventions aimed at halting and reversing deforestation by 2030, in line with the Paris Agreement
and Glasgow Leaders’ Declaration. Forest protection includes reducing deforestation and forest degradation,
restoring degraded forestlands, and sustainable management of production forests, with involvement of
governments, the private sector, IPs and LCs, and other actors.

FOREST RESTORATION AREA

Area shifting from a non-forest cover state to a forest cover one through afforestation and reforestation
activities. The restoration area in this report, therefore, does not include the restoration of degraded forests or
interventions in other ecosystems.

GROSS ZERO DEFORESTATION

The Glasgow Leaders’ Declaration on Forests and Land Use calls to “... halt and reverse forest loss and land
degradation by 2030" but does not specify whether the goal should be to reach gross or net zero by the end of
the decade. The 2021-2030 benchmark presented in this year's report for the different indicators uses the “gross
zero" interpretation. Indicators tracking a less ambitious “net zero” pathway will be developed in future
assessments as data becomes available (e.g., by using the gross forest loss and gain of the upcoming 2025 FAO
Forest Resource Assessment).

TREE COVER LOSS

A loss event that may or not be permanent. Non-permanent tree cover loss routinely occurs in the context of
logging, fire, or swidden agriculture. Tree cover loss data is often analyzed as a first step to measure
deforestation.
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Annex B. Methodology

1. Forest loss Indicators

The new FDA's reporting framework (Annex D) analyses forest loss and degradation indicators in two different
ways. First, the 2021 data are compared to a 2018-2020 baseline, in order to assess whether there has been a
short-term improvement or worsening of any given indicator. The baseline of 2018-20 was chosen to smooth
out any single-year anomalies. Second, the 2021 data is benchmarked against a future pathway that delivers
the 2030 objectives (e.g., reaching zero deforestation by 2030).

While multiple reduction pathways are in principle possible, for all deforestation, tropical primary forest loss,
and forest degradation indicators, a straightforward and transparent linear reduction pathway is established.
Each year of the decade (including 2021) requires a 10 percent reduction in loss relative to the baseline to reach
zero gross loss by 2030. This is consistent with previous NYDF progress assessments, which also tracked
progress against a linear reduction pathway.

The tree cover loss underlying deforestation and tropical primary forest loss was calculated using a >30 percent
tree cover density threshold. Improvements in the detection of tree cover loss due to the incorporation of new
satellite data and methodology changes between 2011 and 2015 may result in higher estimates of loss in recent
years compared to earlier years (Weisse and Potapov 2021) but does not affect the comparison of 2021 data to
the 2018-2020 baseline.

Deforestation (ha/yr) is estimated as the part of global tree cover loss (Hansen et al. 2013) that leads to a
permanent conversion of forest to a new land use according to a map of the drivers of tree cover loss (Curtis et
al., 2018). This includes all tree cover losses that are likely attributed to the production of agricultural
commodities and urbanization (Curtis et al,, 2018) as well as tree cover loss due to shifting agriculture in humid
tropical primary forests (primary forests as mapped by Turubanova et al. 2018). Table 1 outlines the 30 countries
with the highest deforestation in 2021.

Humid tropical primary forest loss (ha/yr) measures the tree cover loss occurring as of 2001 within humid
tropical primary forests, which are defined as mature natural humid tropical forest cover that has not been
completely cleared and regrown in recent history (Turubanova et al., 2018). No corresponding map of primary
forest is available globally; hence, this indicator is limited to the humid tropics.

GHG emissions from global deforestation (measured in megatons of carbon dioxide equivalent per year, or
MtCO2e/yr) are estimated by combining data on carbon stocks and tree cover loss (Harris et al,, 2021, updated
with tree cover loss through 2021). Our estimates of gross GHG emissions include aboveground carbon,
belowground carbon, deadwood and litter carbon, as well as soil organic carbon. CO,, CH4, and N2O emissions
from peat drainage and forest fires are also included. Emissions are attributed to deforestation using Curtis et
al. (2018) (updated through 2021) following the same categories used for the global deforestation indicator.

Gross GHG emissions from humid tropical primary forest loss (tCO2e/yr) are estimated by overlaying gross
emissions from Harris et al. 2021 with humid tropical primary forest extent in 2001 (Turubanova et al., 2018).

Table 1. Countries with the highest absolute levels of deforestation (in million hectares, Mha) and the
relative and absolute change from 2018-2020 baseline to 2021 level
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DEFORESTATION

2018-2020 2021 (Mha) Absolute Relative change
baseline (Mha) change from from baseline
baselne (Mha)

1 Brazil 2.25 2.33 0.076 3%
2 Indonesia 1.04 0.78 -0.260 -25%
3 Bolivia 0.50 0.53 0.030 6%

Democratic Republic of

4 the Congo 0.48 0.50 0.016 3%

5 Paraguay 0.26 0.26 0.003 1%

6 Malaysia 0.34 0.26 -0.080 -24%
7 Lao PDR 0.24 0.23 -0.015 -6%
8 Myanmar 0.18 0.18 0.003 2%

9 Peru 0.18 0.7 -0.012 -7%
10 Colombia 0.19 0.16 -0.031 -17%
n Argentina 0.13 0.16 0.022 17%
12 Vietnam 0.17 0.14 -0.026 -15%
13 Cambodia 0.13 0.14 0.009 7%

14 United States 0.12 0.0 -0.020 -16%
15 Cameroon 0.07 0.089 0.018 25%
16 Thailand 0.09 0.087 -0.002 2%
17 Mexico 0.1 0.068 -0.038 -36%
18 Nicaragua 0.05 0.064 0.017 37%
19 Madagascar 0.08 0.049 -0.027 -35%
20 Philippines 0.06 0.045 -0.015 -25%
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21 Papua New Guinea 0.06 0.043 -0.015 -26%
22 Honduras 0.04 0.042 0.000 -1%

23 Venezuela 0.07 0.031 -0.036 -54%
24 Liberia 0.03 0.025 -0.003 -12%
25 Angola 0.01 0.024 0.014 131%
26 Nigeria 0.03 0.022 -0.003 -10%
27 Guatemala 0.04 0.020 -0.019 -48%
28 Republic of the Congo 0.03 0.019 -0.008 -30%
29 Central African Republic 0.01 0.019 0.008 71%

30 Canada 0.01 0.016 0.005 51%

The Forest Landscape Integrity Index (FLII) provides an index of the overall level of degradation (i.e., human
modification) for all forests across a continuous scale from the lowest (FLII = O) the highest (FLII =10) level of
integrity (Grantham et al., 2020) annually from 2017. The Glasgow Leaders’ Declaration calls for a halt to land
degradation (including forest degradation), implicitly by 2030. Therefore, the 2030 target is set at zero further
degradation (i.e., no further loss in FLII). Analogous to other indicators, the pathway to reach this 2030 target
reflects a 10 percent decline each year from the baseline rate, which is the average annual loss of FLII units
across 2018-2020.2 The FLII uses proxies for degradation, combining observable pressures within pixels
(agriculture, forest cover loss and infrastructure), inferred pressures (e.g., edge effects, overharvest), and losses
in forest connectivity in the surrounding landscape to give an aggregate score.

2. Restoration indicators

a Given that many Forest Landscape Restoration pledges exist a less conservative benchmark could be applied (See section
Annex C). Future assessments may revise this benchmark upwards as certainty regarding methodological developments

allow.
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Global data on forest cover and tree cover gain using remote sensing technology are still under development.
Recent technological advancements in satellite sensors offer new possibilities for measuring tree height, which
improve accuracy for estimating tree gain (and loss) globally. For instance, in late 2021, the University of
Maryland and the World Resources Institute (WRI) leveraged data provided by the Global Ecosystem Dynamics
Investigation Lidar (GEDI) onboard the International Space Station (ISS) to produce new prototype data on
forest cover gain for the period 2000-20."

While these methods have improved understanding of the changing dynamics of global forests, the data they
generate does not perfectly align with the indicators employed in this Assessment to measure the rate of forest
cover and tree cover gain. The dataset reveals areas where tree cover has increased, but it does not indicate if
the gain in tree cover resulted from forest restoration or afforestation versus other factors, such as regeneration
after natural disturbances or land abandonment. The data set reports the accumulated gain that occurred
between 2000 and 2020 as a single time step. Forthcoming data from University of Maryland and WRI,
expected by late 2023, will improve upon this first prototype to include a time series of annual estimates, which
will enable a more thorough understanding of the temporal dynamics of tree cover gain. Furthermore, the
BIOMASS mission from the European Space Agency (ESA) is expected to start delivering high resolution data
on above ground biomass in the first quarter of 2023.

This assessment indicates how much can be realistically restored between 2020 and 2050, measuring the
potential to shift from a non-forest cover state to a forest cover state through afforestation and reforestation
activities and through natural forest regrowth. The restoration potential data is available in terms of mitigation
potential (measured in MtCOz), the mitigation density (Mt COzper hectare (ha)),? and the area of forest
restoration opportunity (measured in ha).®> These indicators can be interpreted as a proxy for forest restoration
opportunity potential, while keeping in mind the challenges in representing the broad scope of restoration or
FLR with any single metric.

Available literature provides estimates of restoration potential both in technical and cost-effective terms.P The
former refers to the mitigation potential achievable with available technologies, regardless of the cost of
implementation. The latter considers the implementation of mitigation activities that are feasible under the
price threshold of USD 100/tCO2.°. As noted by Roe et al. (2021), the technical potential might not be feasible or
desirable due to economic, social, political, or environmental constraints and tradeoffs. Hence, cost-effective
potential estimates are considered a more realistic and actionable target for policy,® and are the focus of the
Forest Declaration Assessment’s analysis.

The dataset is based on the cost-effective sectorial estimates from the paper Roe et al. (2021) covering the
period 2020 to 2050. Roe et al. (2021) adapted existing mitigation potential estimates from afforestation,
reforestation, and natural forest regrowth from two existing papers:

i) Busch et al. (2019):4

° Interventions are considered cost-effective if the cost of mitigating one tCOze is at least USD 100. The threshold of USD
100/tCO2eq was set by using ‘the middle of the range for carbon prices in 2030 for a 1.5C pathway, and at the low end of the
range in 2050’ (Roe et al., 2021, p. 6027).

¢ In simple terms, cost-effective potential can be understood as the amount of mitigation that can be reasonably expected to
be unlocked given economic constraints. Following the cost-effective definition outlined by Roe et al. (2021), the threshold of
$100/tCO2eq was set by using ‘the middle of the range for carbon prices in 2030 for a 1.5C pathway, and at the low end of the

range in 2050'.

d Please see Annex E for further information on the methodology and an in-depth explanation of how conservativeness has
been additionally enhanced by applying an algorithm that ensures consistency between various pieces of research.
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They “produce spatially disaggregated marginal abatement cost curves for tropical reforestation by
simulating the effects of payments for increased CO2 removals on land-cover change in 90 countries” (p.
463). The study defines reforestation as the transition of land from non-forested to forested at 30% tree
cover. This definition includes afforestation, although they did not use the term to avoid promoting
conversion of native non-forest ecosystems. Busch et al. did not distinguish between anthropogenic versus
natural reforestation processes in their data. Other biomes such as deserts and mangroves are excluded
from the analysis.

Busch et al. (2019) first model the historical reforestation area (2000 - 2010) as a function of economic and
biophysical driver variables. These include agricultural revenues, slope and elevation, distance from the
nearest city of more than 750,000 inhabitants, the extent of protected areas, and biome type. Second, they
project reforestation area per decade from 2010 to 2050 and convert projections into CO2 removals in above
and below-ground biomass based on the type of biome and whether reforestation is through natural
regrowth or forest plantations. Finally, Busch et al. (2019) produce marginal abatement cost curves by
applying a per-hectare carbon price effect to the model, which simulates payments for carbon removals.

The analysis accounts for non-linear trends in land-cover change (for instance, the inverted-U-shape
relationship between reforestation and deforestation), assumes a 10 percent discount rate and does not
include long-lived wood products.

i) Austin et al. (2020)°

They use a Global Timber Model (CTM) to project the mitigation potential of avoided deforestation, forest
management activities, increasing harvest rotations, and afforestation/reforestation in response to carbon
price signals across 16 regions. Afforestation/reforestation interventions include natural forest regrowth and
the establishment of managed timber plantations.

The GTM is a dynamic economic optimization model representing the forestry sector. It determines
optimal levels of afforestation/reforestation (together with other interventions) by maximizing net welfare
(i.e., producers’ and consumer’s surplus) and assuming future macroeconomic and environmental
conditions.

The model differentiates forest types and associated biomes, accessibility to the area and management
intensity. Austin et al. (2020) first establishes a baseline scenario representing the extent of future forest
and land management, and associated CO: fluxes in above- and below-ground biomass and soil carbon, in
the absence of carbon price. Second, they develop scenarios under alternative carbon price scenarios and
compared these projections to the baseline scenario to estimate net mitigation potential. The model
assumes a 5% discount rate.

Roe et al. (2021) averages the cost-effective mitigation potential (with the threshold set to $100/tCO,e) from
both papers, when available, or considers the only available estimate when others are missing. These papers
are held in highest regard for the provision of reliable mitigation potential estimates since they include spatial
opportunity, costs, and are based on well-grounded econometric analyses. Additionally, by averaging the two
most updated estimates, Roe et al. (2021) account for the factors considered in the two separate studies, and it
is therefore expected to deliver very robust estimates.

Roe et al. (2021) calculates the cost-effective area of opportunity by measuring the land area associated with a
given mitigation potential. Thus, the indicator on mitigation density equals the mitigation potential of each
country divided by the respective area of opportunity.

The resulting dataset provides one or more indicators of restoration potential for 224 countries. Furthermore,
Roe et al. (2021) provides annual estimates for both mitigation potential and area of opportunity, which are
multiplied by 30 years to obtain the overall estimate for the period 2020-50. This adjustment allows for
comparability between these indicators and the commitments database (see Annex E).
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Sustainable production and
development

Theme 2 Assessment

THEME 2

Theme 2 of the Forest Declaration Assessment explores the economic sectors and activities that contribute
to and drive deforestation and forest degradation, including agriculture, extractive industries, infrastructure,
and other aspects of economic development. This report builds on previous NYDF Progress Assessment
reports on Goal 2 (agricultural commodities), Goal 3 (extractive industries and infrastructure), and Goal 4
(sustainable livelihoods). This review aligns with corporate targets to end deforestation from agricultural

commodity production by 2025, a crucial milestone for limiting temperature rise to below 1.5°C.



http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment
http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment
http://www.forestdeclaration.org/resources/forest-finance-theme-3-assessment
http://www.forestdeclaration.org/resources/forest-governance-theme-4-assessment

Key Messages

With only eight years left to achieve the 2030 forest goals and three years left to achieve private sector
targets to eliminate deforestation from agricultural supply chains by 2025, the most recent global
deforestation rates show that we are not on track. Efforts to end deforestation from commodity production
have achieved important but insufficient reductions. Commodity-driven tree cover loss declined by 6 percent
in 2021 compared to previous years (2018-20), but deforestation rates are still higher than in any year before
20716 and are far from the trajectory (20% reduction per year) needed to reach the 2025 target. Available
evidence demonstrates that global economic development is not yet on a sustainable pathway. The pace and
scale of public and private action must be rapidly accelerated to meet the 2025 and 2030 forest goals.

Almost all national governments have adopted ambitious forest goals under the Sustainable Development
Agenda 2030, indicating broad alignment with the aim of achieving sustainable production and development.
Dozens of developing countries have forest strategies in the context of REDD+,° laying the groundwork for
important reforms and in some cases also driving important policy changes. In most cases, however, these
programs have not yet yielded a reduction in deforestation, and only a handful of countries have received
payments for forest emission reductions.

In most countries, governments have yet to make the bold sectoral reforms needed to incentivize the
sustainable use and protection of forests and to disincentivize their destruction.'There is limited transparency
on how policymakers integrate forest goals into their decision making and how they seek to avoid and
mitigate forest risks across economic sectors. Land use policies — such as fiscal incentives, environmental and
social impact assessments, and protected area regulations — often fail to integrate forest concerns, have
loopholes in their design, or are weakly enforced. Even governments that have adopted “green growth”
agendas still struggle to invest in economic growth that is aligned with forest goals.

Poverty reduction is often a primary aim of economic development approaches and can also lead to reduced
deforestation and forest degradation, with the right enabling conditions and targeted incentives.
Interventions such as community forestry, payments for environmental services schemes, or extension
services for farmers can address both problems simultaneously. However, there are very few examples of
government-led poverty reduction programs that both prioritize forest impacts and have been implemented
at scale. One analysis of 23 countries found that most had community or collective forestry schemes in place,
but only a few provided robust land tenure or promoted economic development.?

Despite real efforts and advances by some industry-leading companies, the agriculture sector has not made
sufficient progress in reducing deforestation from agricultural commodity production. Since the first NYDF
Progress Assessment report in 2016, there has been little progress removing deforestation from supply chains
(NYDF Goal 2), and the transformative potential of voluntary company action has not yet been realized. To
date, only a quarter of major global companies in the sector have announced a clear, comprehensive, and
ambitious policy to eliminate deforestation from their supply chains — and of those that have, only a few have

2 REDD+: reducing emissions from deforestation and forest degradation, and fostering conservation, sustainable

management of forests, and enhancement of forest carbon stocks
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made significant progress on implementation. Less than 20 percent of companies disclosing to CDP report
near complete compliance with their zero deforestation commitments.

Corporate action and transparency related to forests also remains limited in the extractives sector. In response
to investor demand, most mining companies have now adopted some form of corporate social responsibility
or environmental, social, and governance approach, but these frameworks rarely include an explicit focus on
forests. Progress among leading companies on indicators of “responsible mining” has slowed since 2020
compared to 2018-20. Few companies have adopted voluntary mining sector sustainability standards that
require them to address direct, indirect, and cumulative forest impacts. The mining sector recently made
positive strides by adopting policies and standards that address biodiversity impacts, but overall, transparency
and actions to address forest impacts still lag significantly behind the agriculture sector.

Indigenous Peoples and local communities (IPs and LCs) are at the forefront of grassroots environmentalism,
despite the significant risks they face. IPs and LCs often work together with civil society organizations,
smallholder farmer coalitions, and women'’s networks to combat threats to forests from development projects,
extractives, or agricultural expansion. These actors employ various forms of social resistance, but with limited
success —only 1in 10 cases of bottom-up mobilization against environmentally destructive and socially
conflictive projects are successful in stopping their target project. These successes come at a cost: 200 land
and environmental defenders were killed in 2021, and the mining and extractives sector is consistently ranked
as one of the deadliest for defenders.®
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Recommendations

To ensure that 2025 and 2030 do not pass as 2020 did - with limited progress toward global forest
goals - governments, companies, and civil society must collaborate to accelerate forest action,
supported by transparency and accountability.

The Forest Declaration Assessment Partners urge the endorsers of the Glasgow Leaders’ Declaration, as
well as other pledgers, to ensure full transparency on the implementation of pledges, so that progress can
be tracked and pledgers held accountable. Pledgers must all set clear interim milestones and provide
publicly accessible reporting.

Public, private, and grassroots actors must prioritize collaboration to leverage relative roles and strengths
to meet the 2025 target for commodity-driven deforestation. Where certain geographies and supply chains
have achieved reductions, the credit can usually be shared between government mandates, company
action, and civil society and grassroots initiatives. All actors should accelerate implementation of
multifunctional landscape and jurisdictional programs that take an integrative, inclusive, and collaborative
approach to addressing forest risks and impacts while driving sustainable economic growth.

Governments must carefully consider whether voluntary action is a viable foundation to achieve the 2030
forest goals, and how the role of mandatory action, disclosure, and accountability should be increased.
Despite the exceptional successes of a few privately led initiatives — notably the Amazon Soy Moratorium,
which has led to lasting and substantial deforestation reductions - voluntary actions alone have not
sufficiently shifted the trajectory of forest loss.

e To meet their own voluntary pledges and targets, governments should adopt and enforce stronger
mandates for forest protection and sustainable management. Interventions could include binding due
diligence regulations and mandatory disclosure, moratoria, increased regulation of protected areas,
and recognition and respect for Indigenous territories including mandatory Free, Prior and Informed
Consent (FPIC). These mandates should be robust and science-based, covering all forest-risk
commodities, legal and illegal deforestation, and addressing human rights and IPs and LCs' rights.

e The critical role of global commodity trading companies, which source and trade a disproportionate
volume of forest-risk commmodities, must be recognized and leveraged to achieve concrete progress at
scale. Governments should implement regulations and legislation targeting these actors,
complemented by clear conditions for and from financial institutions.

e Governments should apply a forest lens to interventions designed to increase prosperity and reduce
poverty; “greening” poverty interventions can increase their effectiveness by maintaining and
improving the contribution of forest ecosystem services to rural livelihoods.

e Across the extractive, infrastructure, and agricultural sectors, regulations should mandate that forest
risks identified for any development project must be managed by applying the mitigation hierarchy,
with the first step — avoidance - applied as much as possible, accounting for other priorities for
sustainable development. Governments should also enforce strict “no-go” zones for extractive
industries and infrastructure in high value forest ecosystems.

e For extractive industries, governments should also strengthen the regulatory processes for
prospecting, exploration, and licensing mining activities. Environmental and social impact
assessments should be required to be conducted early in the mining life cycle and to assess indirect
and cumulative project impacts.
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e Across all sectors, governments must empower civil society, smallholders, and, in particular, IPs and
LCs, who have traditionally been the strongest constituencies for forests. Governments need to ensure
meaningful participation in decision-making, design, and implementation processes by affected
rights-holders, including ensuring the right to FPIC. Affected rights-holders include those whose
customary forest lands and livelihoods are affected and organizations who advocate for the rights of
nature.

Companies need to urgently increase the scope and stringency of corporate action, whether voluntary or
mandated. Companies who wish to lead the charge toward the 2025 and 2030 forest goals should
advocate at local, national, and international levels for holistic approaches to addressing deforestation;
approaches where corporate action is enabled and supported by appropriate legislative and policy
frameworks, trade standards, and financial instruments and incentive structures.*

e Agricultural companies should strive to follow the best available guidance for removing deforestation
from their supply chains, such as that provided by the Accountability Framework, and should adopt
best practices set by sustainability standards.

e Sectoral bodies like trade and commodity associations should expand their efforts to include domestic
markets and small- and medium enterprises into the zero-deforestation and zero-conversion supply
chain movement to reach a critical share of market coverage for all forest-risk commmodities.

e Extractive companies, and those sourcing from them, should adopt biodiversity commitments and
policies that explicitly state that forest impacts from company operations at and beyond the mine site,
and company-wide, must be addressed using the mitigation hierarchy. They must then embed the
necessary processes and mechanisms in their standard operations to realize these commitments,
including monitoring and reporting systems.

e  Mining sector sustainability schemes should require site operators and downstream purchasers to
assess and manage not just the direct forest impacts of extraction, but the indirect and cumulative as
well.

e Companies in the extractives supply chain should also consider the opportunities of conducting forest
conservation and restoration activities, through a nature-based solutions lens, to mitigate business
risks, achieve company climate and biodiversity targets, and provide benefits to affected stakeholders
in line with Forest-Smart Mining guidance.
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Introduction

1. Why look at sustainable production and development?®

Global demand for soft commodities like food and timber, and for mined commodities like fossil fuels and
mined materials, continues to drive expansion of agriculture, extractive industries, and other land uses into
forests. The world economy relies on this unconstrained flow of commmodities — extracted in many cases from
forested land in developing and emerging economies - to fuel global and domestic supply chains.
International export demand for agricultural and forestry commodities is responsible for 20 to 25 percent of
tropical deforestation, while the remainder is driven by domestic demand in developing countries (Figure 1).°
The groups most affected by the damage to forests — poor populations and vulnerable local communities —
are pushed further into the forest or to rapidly urbanizing areas due to a lack of alternative options for local
economic development.

Forests are under threat not only from global markets, but also from growing demand due to populations in
forest areas and urban centers. Billions of people, particularly Indigenous Peoples (IPs) and local
communities (LCs), rely on forests for subsistence or pursue small-scale commercial forest activities that
sustain livelihoods (e.g., collecting fruits and timber, traditional shifting cultivation, farming, mining).? These
activities can lead to deforestation or permanent degradation when demand pressure outpaces the rate of
regeneration.

The largest driver of deforestation is the agriculture sector. In 2021, the production of agricultural
commodities — especially palm oil, soy, and beef — was responsible for nearly 6 million hectares of permanent
deforestation. After agricultural cormmodity production, the largest drivers of deforestation are forestry and
shifting cultivation, which cause temporary tree cover loss of 7 and 6 million hectares, respectively.©” A recent
study® found that 35 to 55 percent of tropical forest land cleared for agriculture is not immediately put into
production and remains unused for at least a few years (see Figure 1). This could be due to land speculation,
unsuitability of the land for cultivation, issues related to tenure, or market fluctuations that make farming
financially unattractive.

Deforestation is often enabled by the establishment of infrastructure, which intentionally or unintentionally
opens up access to forests. The gravest forest risk comes from so-called megaprojects, which combine
multiple types of transportation and energy infrastructure with agricultural commmodity production, natural
resource extraction, and planned urbanization. Such projects are currently underway or planned in all major
tropical forest regions, including the Amazon, the Congo Basin, Indonesian Borneo and Papua, and the
Mekong Delta.?

o |n the context of this report, sustainable development means that forests are sufficiently valued for their contribution to
human well-being and ecosystem services as countries also pursue economic growth and social inclusion (building on the
UN definition that sustainable development “meets the needs of the present without compromising the ability of future
generations to meet their own needs”). Similarly, sustainable production denotes production practices and approaches
that maintain and regenerate forests’ contributions and services for current and future generations.

¢ Shifting/swidden agriculture: traditional practice that clears forest land for short-term crop production before moving on
and allowing forests to regenerate, with varying effects on forests depending on the time fallow areas are given for
regeneration and the type of clearing techniques used.
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Figure 1. Agriculture-driven deforestation
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Source: Reproduced from Pendrill, et al. 2022

A major contributor to infrastructure expansion is the extractives and mining sector, which is poised to grow
in the coming decades. The growth is largely in response to rising demand for materials required for
sustainable transformation in “green transition” sectors such as energy and transport. Around 20 percent of
global intact tropical forests overlaps with concessions for extractive industries.”® Extractive industries are
directly responsible for a relatively small share of deforestation, estimated to be between 1.3 and 3.3 percent
in tropical forests." However, extractive industries can support local population increase that drives expansion
of infrastructure and forest-risk economic activities. The contribution of extractive industries to deforestation
is much larger when these indirect impacts are considered.”? For example, mining indirectly contributes nine
percent of deforestation in the Brazilian Amazon.®

2. What has been pledged on sustainable production and
development?

Over the last decade, governments and companies have made numerous commitments and statements
indicating their intent to address deforestation fromm commodity production. A notable recent pledge is the
Glasgow Leaders’ Declaration on Forests and Land Use, endorsed by 145 governments during the climate
summit (COP26) in Glasgow in 2021. COP26 saw the announcement of a number of other pledges setting
ambitious targets for 2025 or 2030 (Table 19).

One year after their adoption, it is too early to assess progress under these pledges. While all pledges propose
some kind of reporting mechanism, few public disclosures have been made on pledge implementation to
date. In the case of the Glasgow Leaders' Declaration, the reporting mechanism remains to be developed.

d Other pledges include SOS Cerrado, Retailers’ Commmitment on Nature, several pledges related to soy in the UK, France,
Denmark, and France, as well as a pledge related to salmon.
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No pledge explicitly addresses forest impacts from extractive industries and infrastructure development,
though extractives and infrastructure impacts do receive a mention in the Glasgow Leaders’ Declaration. This
gap highlights the limited attention that these drivers have received in the international forest, biodiversity,
and climate conversation to date.

Table 1. Examples of pledges and other initiatives related to sustainable production

Pledge or Initiative

Glasgow Leaders'’
Declaration on
Forests and Land Use

Consumer Goods
Forum's Forest
Positive Coalition
(launched in 2020)

Agricultural
Commodities

Companies: Traders'
Statement

Description

145 national governments
endorsed this declaration with
an overarching goal to halt and
reverse forest loss and land
degradation by 2030. Among
the six themes included in its
scope are sustainable trade,
development, and production;
rural livelihoods; and sustainable
agriculture policies and
programs.

A CEO-led initiative of 21 of the
world's largest manufacturers
and retailers who have
committed to promoting and
adopting sustainable business
practices, including sourcing
deforestation-free commodities
such as palm oil, soy, paper, pulp
and fiber-based packaging, and
beef, and ensuring alignment
with the CGF Priority Industry
Principles against forced labor.™

12 companies, including traders
with a major global market
share in commmodities such as
soy, palm oil, cocoa and cattle,
plan to lay out a shared
roadmap for enhanced supply
chain action consistent with a 1.5
degrees Celsius pathway."” Key
areas of focus include enabling
policy environments,
transparency on scope 3
emissions and indirect supply
chains, and improving
livelihoods for farmers.

Intermediate targets
and progress
reporting

Governments joining the
Forests & Climate
Leaders’' Partnership will
take stock starting at
COP 27 in 2022. The
format is still unclear.

Members chose to
publicly report against 58
Key Performance
Indicators (KPlIs), while
also defining their own
company milestones. The
annual report provides a
detailed overview of
members’ individual
performance, currently
disclosing on 73% of KPls.

N/A

3. How does this report assess progress?

Final target

Halt and reverse
forest loss and
land degradation
by 2030

Transforming
production
landscapes, in
areas equivalent
to our collective
production base
footprint, to forest
positive by 2030

By November
2022, the group
plans to present a
roadmap for
enhanced supply
chain action.

The report assesses progress of governments, companies, and grassroots actors across a range of “building
blocks” that will be essential for sustainable use and protection of forests (Figure 2).

Many of the building blocks assessed overlap with the Theme 4 assessment on Forest governance. Effective

public policy and regulation of the agricultural and extractive sectors are important aspects of an effective
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forest legal framework. International engagement to reduce imported deforestation is also a key factor in
progress. In addition, recognition of and respect for IP and LC rights, and participatory and inclusive forest
decision-making and land use planning, are fundamental issues of equitable governance. This report only

touches on those building blocks most relevant to the deforestation-risk sectors under discussion.

Figure 2. Building blocks for sustainable production and development aligned with forest goals
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Cross-cutting

This report builds on and draws from previous NYDF Assessment reports, complemented by updated
datasets, where available, and by additional literature review. Data and analysis from CDP, Forest 500, Supply
Change, and Zoological Society of London’s Sustainability Policy Transparency Toolkit (ZSL's SPOTT) are
integral to assessing company progress in agriculture and the extractive industries. CDP expanded its
disclosure framework in 2019 to include new sector-specific questions on forests for metals, mining, and coal
companies. The resulting disclosures in 2019, 2020, and 2021 provide the first insight of their kind into

corporate action on reducing the forest and biodiversity impacts in these sectors. This report also contains
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illustrative examples and case studies from a set of country-level assessments conducted by the Forest
Declaration Assessment for 13 countries® in 2022.

Though this report aims to assess progress globally, it contains relatively more information on tropical forests
and developing countries, in part due to a trend in available data and literature. The report also emphasizes
the actions of multi-national companies over national-scale companies — for example, those supplying
domestic demand markets for commodities — and emphasizes supply side measures over demand side, for
similar reasons on data availability. Future assessments will continue to aim for more comprehensive
coverage globally.

This report focuses on forests rather than other terrestrial ecosystems. The focus on forests stems from the
Forest Declaration Assessment’s history and mandate as an initiative to track the NYDF. It does not intend to
imply that other ecosystems are less impacted by deforestation risk sectors (e.g., the Cerrado’s savannahs
and the Great Plains’ old-growth grasslands are the largest conversion fronts outside of the Amazon'®), nor
that the protection and restoration of other ecosystems is less crucial to reducing the impacts of climate
change and safeguarding biodiversity. Instances of the phrase “deforestation-free” throughout this report
may also be interpreted to include “conversion-free” where appropriate.

€ Cambodia, Cameroon, Canada, Colombia, Democratic Republic of the Congo, Dominica, Ecuador, Gabon, Indonesia,

Kenya, Liberia, Republic of the Congo, and Vietnam
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Findings

With only eight years left to achieve the 2030 forest goals, and three years left to achieve the private sector
goal to eliminate deforestation from company supply chains by 2025, recent deforestation rates show that
the world is not on track. Efforts to end deforestation have achieved important but insufficient reductions.
Commodity-driven deforestation — defined as permanent tree cover loss from agriculture, mining, and
energy infrastructure — was reduced by six percent in 2021 compared to the average of previous years (2018-
20). Recent deforestation from these drivers was reduced compared to the record highs seen in 2016-17, but
rates are still higher than in any previous year.

While the 2021 reduction is notable, it is far from the reduction needed to eliminate deforestation from
agricultural supply chains by 2025. Between 2018-20, on average, six million hectares of forest were cleared
annually for commmodity production. This number needs to decrease by an average of 1.2 million hectares (20
percent of 2021 levels) annually from 2021 through 2025 to reach zero hectares of commodity-driven
deforestation in 2025 (Figure 3). For every year that the 1.2 million reduction target is not met, the following
years need to make up the difference.f

Figure 3. Commodity driven deforestation, in million hectares, and the pathway toward the 2025 goal
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Source: GFW, Hansen et al. 2013, and Curtis et al. 2018, and Climate Focus projection of the pathway from 2021 to 2025
based on a target of zero gross deforestation from commodity production by 2025

Note: Commodity driven deforestation includes conversion to non-forest use primarily for commercial agriculture, but also
mining or energy infrastructure.

fItis important to note that this linear trajectory does not consider the cut-off dates that companies, certification
standards, and some regulations (e.g., the Amazon Soy Moratorium and forthcoming EU legislation) set in order to

communicate and enforce which land must not have been used for cultivation.
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1. Have governments advanced their efforts to achieve
forest goals?

Governments have considerable influence over the use of forests, land, and resources. They can align macro-economic
and development priorities with forest goals by making strategic decisions for economic sectors to minimize forest
clearance and degradation, at home and abroad. Aligning forest goals and reconciling tradeoffs with other goals does
not mean that all deforestation can be stopped. It means that forests’ contributions and services for current and future
generations are carefully valued and regenerated.

Forest goals have been widely adopted. Almost all (193) national governments signed on to the sustainable
development goals as part of the 2030 agenda. Many developing countries have forest strategies in the
context of REDD+,9 setting up cross sectoral coordination mechanisms and initiating important reforms.
Through “readiness” funding from donors, more than 50 governments, mostly in tropical countries, have laid
the groundwork for reforms by assessing the drivers of deforestation and forest degradation, establishing
institutions for coordination and collaboration, building forest monitoring capacities, and installing systems
for environmental and social safeguards. While most countries have yet to receive results-based finance (see
the Theme 3 report on Forest finance), national REDD+ efforts have been instrumental in driving forest policy

changes such as formalizing IPs’ and LCs’ land rights, reforming forest laws and regulations, and creating
new participatory mechanisms.”

However, there is limited information available on how policy makers integrate forest goals into decision-
making, whether risks are assessed and mitigated, how potential tradeoffs are weighed, and whether
investments contribute to or are paired with commensurate investments for other sustainable development
goals — especially economic development and poverty reduction. In most countries, policies fail to integrate
forest concerns, have loopholes in their design, or are not appropriately enforced (see Box 1)'® and
deforestation-driver sectors continue their business-as-usual activities that lead to forest loss. Governments
have yet to implement the bold sectoral reforms needed to incentivize the sustainable use and protection of
forests, and disincentivize their destruction.””

This is perhaps best illustrated by the sheer scale of investments into economic sectors that drive
deforestation compared to sustainable investments aligned with forest goals. The Belt and Road Initiative
(BRI), for example, has mobilized trillions of dollars for investments in infrastructure, energy, industrial
capacity, and telecommunications that will cut across forests and other fragile and biodiverse landscapes
around the world. The BRI, which is promoted by the Chinese government, currently spans 147 countries.h?°
Independent analyses have identified major direct and indirect environmental risks from the BRI—
particularly for Southeast Asia and tropical Africa.? In contrast to the trillions of dollars for the BRI alone,
global public investments in forest goals amount to roughly USD 2.3 billion per year, covering only a small
fraction of what will be needed (see the Theme 3 report on Forest finance).

9 REDD+: reducing emissions from deforestation and forest degradation, and fostering conservation, sustainable

management of forests, and enhancement of forest carbon stocks

h As of March 2022.
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Fiscal incentives: Evidence suggests that governments usually only collect a small fraction of the potential
economic rent from timber.?2 For example, the Indonesian government collects about USD 272 million annually in
forest sector fees, 70 percent of which come from a fee that does not consider market prices, and remains
unchanged since 1999.2 When fees are due to be paid, governments often fail to collect them or do not properly
use the revenues they have collected. Corruption and the shadow economy positively influence deforestation, with
INTERPOL estimating the global cost of corruption in the forestry sector to be in the order of USD 29 billion
annually.

Environmental and social impact assessments (ESIAs): ESIAs are required in most countries before development
projects will be approved.?s Yet the scope, timing, and implementation of these assessments are often poorly
matched to the aim of forest protection, and not aligned with the mitigation hierarchy. ESIAs are often not required
to consider the indirect or cumulative impacts of a mine or infrastructure project, and often occur only after the
exploration phase has been completed, making them less likely to influence whether a mining license is actually
granted.®®

Protected areas: Protected area designation can mitigate forest encroachment by extractive industries. However,
many countries carve out exceptions to these restrictions for industry, and recently many protected area
restrictions have been loosened. Globally, 61 percent of protected area downgrading, downsizing, and
degazettement (PADDD) events are related to industrial-scale resource extraction and development (including
mining).?¢ Many countries have embraced PADDD to stimulate economic recovery in the wake of the COVID-19
pandemic. In 2020, Colombia implemented a “sustainable recovery” policy, which deemed 35 mining, oil, and
electric power projects to be “strategic and priority.”?”In Honduras, the Ministry of Natural Resources and
Environment permitted the granting of environmental licenses online and reformed the mining law to grant tax
benefits to mining companies under the pretext of the pandemic.?® The Salonga and Virunga Parks — World
Heritage sites in the Democratic Republic of the Congo — are currently threatened by oil and gas production.?®

Even governments that have adopted “green growth” agendas for economic development struggle to make
investments that are aligned with environment or forest goals. For example, a 2021 analysis of COVID-19
stimulus spending found that countries targeting “green” investments largely missed the mark on nature.*
A sample of ten European countries’ stimulus plans, totaling EUR 500 billion, was reviewed for predicted
impacts in climate and nature. Over half of nature-relevant spending was expected to be harmful for nature.
Meanwhile, Cambodia and Lao People's Democratic Republic (Lao PDR) have targeted “green growth” while
opening their economies to multinational enterprises and large-scale extractive, energy, and infrastructure
projects without reconciling land use trade-offs or ensuring participatory decision-making.' Similarly, in
Ecuador, despite the rights of nature being recognized in its 2008 Constitution, oil revenue remains and will
likely become an even more important backbone of the Ecuadorian state’s revenue. This is in spite of
significant and frequent forest degradation from oil infrastructure development, oil spills, and poor
management of toxic wastes.*?

i Nature-relevant spending includes potential impacts on forests, e.g., through subsidies or waved fees for forest-risk
agriculture, wavers of forest conservation mandates, or other environmental deregulation.
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Addressing poverty and deforestation for rural populations that rely on forests (or on forest clearance and degradation)
for their livelihoods is a complex challenge. While increases in productivity can provide higher incomes for small-scale
actors like farmers and artisanal and small-scale miners, without safeguards increased productivity can increase risks
for forests as well as to the livelihoods and security of local communities. Intensification of production does not by itself
lead to land sparing. Instead, by increasing profitability, intensification can incentivize expansion into new forest areas,
whether clearing new cropland or opening new mine sites. Therefore, governments need to provide a suite of enabling
conditions and targeted incentives to avoid any contrary effects (summarized as “PRIME” dimensions’33) Specifically for
artisanal and small-scale miners, evidence also suggests that mining sector policy and regulation have relatively less
impact than governance improvements (e.g., protected area policies).>*

Most countries have schemes in place for collaborative or community forestry, for example Indonesia,
Guatemala, Nepal, and a number of countries in the Congo Basin.*® Programs ©ihave yielded results in both
poverty alleviation and forest protection where they were able to involve local communities and carefully
assess community needs and capacities, and to assure secure tenure and rights. Our analysis® shows that in
addition to interventions focused on institutional capacity-building, successful interventions by governments
and civil society®” included productivity (e.g., supporting forestry enterprises), institutions (e.g., forestry
planning), and market access (e.g., certification). These interventions were supported through consistent
funding. An analysis of 23 countries with such schemes shows, however, that most are not implemented at
large scale*®The study also found that most of the 23 countries failed to provide robust tenure to
collective/community forests — a key enabler of successful community forest management — while tenure for
companies and smallholders was much more robust and well-implemented.*

Countries all over the world are employing payment for ecosystem services (PES) schemes. Examples from
Brazil, Costa Rica, Mexico, and Vietnam evidence PES schemes’ effectiveness in incentivizing environmental
protection.*® Annual financial flows through PES schemes for forest and land use amounted to about USD 9
billion in 2015-16.4 An analysis by CIFOR of 226 REDD projects demonstrated that PES schemes offer a direct
and flexible model for incentivizing forest protection while providing additional income for local

communities.*?

Many countries provide direct support to rural populations with positive impacts on forests as co-benefits.
For example, the governments of Indonesia, Nepal, Liberia, Mozambique, Madagascar, Argentina, and Kenya
are promoting intensification and permanent forms of cultivation where extensive agriculture systems such
as shifting cultivation are prevalent.** However, the status of implementation of these initiatives is unclear.
Other countries provide support without a primary focus on forest goals. Brazil, for example, operates several
incentive programs, including the rural credit program, targeted at improving practices among smallholder

farmers.44

The effectiveness of these programs is often limited by insufficient funding or limited capacities of relevant
government institutions. For example, smallholder cattle ranchers in the Brazilian Amazon lack access to
technical assistance and often rely on extensive farming and pasturing. The main limitation is the lack of
qualified extension officers; basic services, such as health and education, are also in short supply.“® Similarly,
in Indonesia, the role of extension service providers promoting better agricultural practices among
smallholder palm oil farmers is limited by lack of capacity.*®

Jinterventions to boost forest and agricultural productivity (P), governance reforms to strengthen formal and information
land rights (R), regional investments in institutions, infrastructure, and public services (I), interventions that enhance
market access (M), mechanisms that enhance the flow of benefits from forest ecosystem services (E) to the poor.
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Where programs are effective, their impact on forests remains unclear. In the cocoa sector in West Africa —a
smallholder sector tied to commmodity markets and characterized by poor land management and
widespread poverty — there is evidence that government support has led to increased productivity. There is a
risk, however, that increased productivity may subsequently incentivize farm expansion and additional
deforestation.*”

Environmental governance has not yet been an effective mechanism to reduce the forest impacts of
artisanal and small-scale mining (ASM). A 2019 World Bank study found that increased incomes and other
economic conditions are stronger determinants of ASM than environmental governance mechanisms and
suggested that these mechanisms are poorly designed for the regulation of ASM.“® The same study found
that forest and protected area policies and regulations have more influence than mining sector policy and
regulation on ASM.“? These findings indicate a need for mining ministries to more effectively engage in the
governance of ASM and the management of its forest impacts.*® Where governments have attempted to
address the risks of ASM — including deforestation and exposure to toxic chemical such as mercury — through
formalization,* forest impacts have in some cases paradoxically increased due to mechanisms like perverse
incentives and increased mechanization, especially when not paired with supportive investments in tenure
security and miner training.®' In Peru, efforts to formalize ASM from 2001 to 2014 led to increased mining
activity and an additional 40,000 hectares of forest loss.>?

In the absence of effective national legislation, ASM has been the target of international regulations and
guidance, as well as of regional frameworks. Environmental and, specifically, forest-related considerations
have not featured strongly in these initiatives.>® However, momentum is building in policy and industry-led
initiatives to incorporate environmental concerns, centering on due diligence of business integrity and
human rights. Critics of mandatory supply chain due diligence - for example, the methods envisaged by the
EU’'s Corporate Sustainability Due Diligence Directive — suggest that such market-led regulations could lead
to the exclusion of ASM from responsible supply chains, as responsible players may abandon this higher risk
sector altogether due to the higher transaction costs and reputational risks associated with responsible ASM
sourcing.

Multilateral and international organizations are also bringing in new mechanisms and approaches to reduce
forest impacts of ASM. The World Bank, for instance, has developed a ‘Bolt-on Forest-Smart ASM Standard’ to
enable ASM enterprises, their regulators, and buyers to introduce ‘forest-smart’ systems of production and
trade with support from fair trade or multistakeholder initiatives, local support organizations, and/or
downstream businesses. Several countries are on board to pilot this Standard, but, as of yet, financing to
support this effort has not materialized.>* Meanwhile, the Global Environmental Facility's GOLD+ program,
which aims to reduce mercury use in ASM, is moving to incorporate a multi-sectoral approach into its
activities, considering all sectors such as forestry, water, health, and environment.®®

k Formalization includes measures to bring artisanal and scall-scale miners into the regulated economy, including
registering concessions, demarcating extraction zones, and issuing licenses.
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2. Have companies advanced their efforts to achieve
forest goals?

Producers, traders, processors, and retailers of commodities need to take measures to eliminate deforestation from the
entire commodity supply chain. Companies must establish internal and supply chain management systems and
processes, including for risk assessment, traceability, managing and supporting suppliers, and monitoring and
verification of compliance to enable effective implementation. While the bulk of action and attention has been paid to
prominent forest-risk commod{ties like soy, palm oil, cattle, and cocoa, other commodities such as rubber and coffee
must be addressed comprehensively as part of supply chain interventions.

Civil society organizations supported by public and private donors have laid the groundwork for private
sector action. They have developed extensive guidance (e.g., the Accountability Framework initiative and
numerous certification standards) for companies to design and implement policies in their supply chains to
address deforestation. They have gathered data on forests, deforestation hotspots, commmodity trade, and
deforestation risks in supply chains and made it available through platforms like Global Forest Watch,
trase.earth, and Mighty Earth’s Cocoa Accountability Map, among others, for companies to use and act upon.

Despite this engagement and effort by civil society over the last decade, many companies have yet to adopt

robust and comprehensive commitments. The majority of major companies in forest-risk commodity supply
chains assessed by Forest 500 and Supply Change (72% and 77%, respectively) have no clear, comprehensive,
or ambitious policy to eliminate deforestation from their supply chains.>®

Figure 4. Implementation of zero-deforestation commitments (ZDC) by companies reporting through
CDP

HmYes No or Unknown

Have 90% ZDC compliant volumes 129

Have monitoring systems 177

Achieved 90% certified
zero-deforestation/conversion

I
o

57

Achieved 100% traceability

Support smallholders 170

Engage with indirect suppliers

194

Engage with direct suppliers 444

0% 20% 40% 60% 80% 100%

Source: CDP analysis of self-reported and disclosed mining company data in 2021
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Among the large- and medium-sized companies that disclosed on their policies for forests through CDP,
only a third (36%) reported timebound, quantifiable no-deforestation or no-conversion commitments aligned
with the Accountability Framework initiative. 13 percent of companies included commitments to remediate,

restore, and/or compensate past harms and commitments to protect the rights and livelihoods of local
communities. Half (53%) of the companies disclosed that they have a policy related to forests or natural
ecosystems that does not meet the best practice set by the Accountability Framework initiative. Based on
data from ZSL's SPOTT, in the palm oil sector only eight percent (6 out of 79) of companies have a
commitment to no conversion that aligns with the Accountability Framework criteria for natural ecosystems.

Traceability: 57 companies disclosing through CDP (of 512 with traceability systems) report that they trace 100
percent of their sourced raw products back to unit of origin (i.e., plantation, farm, and cattle ranch). According to
Supply Change, of the 125 largest companies (those with global operations accounting for over USD 4 trillion in
global sales), only 35 report the percentage of their volumes traceable to the source or primary production unit for
at least one commodity sourced.

Across CDP and Supply Change datasets, improved traceability is most common in the palm oil sector. At least 35
percent of companies that disclose through CDP indicate that they can trace at least half their palm oil volumes to
the processing level. Unless companies can trace their cormmodities back to at least subnational producer region or
the location of origin, determining the risk of deforestation associated with these commmodities remains a challenge.

Certification: The main certification schemes with zero-deforestation requirements are the Roundtable on
Sustainable Palm Qil (RSPO), the Round Table on Responsible Soy (RTRS) and UTZ/Rainforest Alliance (RA) for
cocoa. In addition to zero-deforestation requirements, companies need to source segregated or identify preserved
materials certified under these schemes to provide zero-deforestation assurance.

Certification use is highest among companies reporting on palm oil (79%), followed by timber products (64%), and
coffee (52%). But only 3 percent of companies reporting on palm oil and 2 percent of those reporting on soy report
that at least 90 percent of their volumes can be identified as originating from preserved or segregated supply
chains. No companies report having achieved this level of certification for cattle products, natural rubber, cocoa, or
coffee.

While certifications are an important tool to achieve a deforestation-free supply chain, their effectiveness in
incentivizing deforestation-free farming and hence reducing deforestation varies. For example, while households
with farms certified under RA-UTZ certification for cocoa and RSPO certification for palm oil have generally seen
improved income, there is not enough clear evidence that certification results in reduced deforestation.””

Supplier engagement: Palm oil supply chains are doing comparatively well on supplier engagement compared to
other forest-risk commodities. Based on data from ZSL's SPOTT, 52 percent of 91 assessed palm oil producers and
processors report they have or support a program to support independent smallholders in the supply chain.

Engagement with indirect suppliers is challenging, especially in sectors that are dominated by many smallholders
and intermediaries, such as the cocoa and palm oil sectors. In the cocoa sector, for example, companies focus
support mostly on large, direct supplying farms while many smallholders remain unsupported. In the past few
years, the CFl reported providing technical training in good agricultural practices to approximately 730,000 cocoa
farmers in Cote d'lvoire and Ghana.*® Since farmers are likely to receive support from multiple companies, this figure
likely overestimates the share of the region’s roughly two million farmers who have received support.

An even smaller share of companies has made progress in translating their commitments into actions
(Figure 4 and Box 2). Less than 20 percent of companies disclosing to CDP report near full compliance with
their zero deforestation commitments. Many companies have put traceability systems in place - often,
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supported by third-party certification — yet this has not resulted in sufficient product traceability. Based on
CDP’s assessment, only 7 percent of disclosing companies report that at least 90 percent of at least one
commodity is certified by a scheme that ensures no-deforestation or no-conversion. While half of companies
(50%) regularly engage with their direct suppliers, only 38 percent engage with smallholder suppliers, and
only 22 percent offer technical or financial assistance.

Initiatives by groups of companies in collaboration with public and civil society sectors have been more
successful than individual commitments. One of the most successful examples is the Amazon Soy
Moratorium, where almost all soy traders in the region collectively decided to stop the purchase of soy linked
to deforestation (Box 3).

In 2006, the Brazilian Association of Vegetable Oil Industries (ABIOVE) and the National Association of Grain
Exporters (ANEC) announced a policy that would become one of the most successful market-based
conservation initiatives in the world: the Amazon Soy Moratorium. The Moratorium established that grain
traders, representing 90 percent of soy trade in the region,> would not purchase soy grown on recently
deforested land in the Amazon region. Initially agreed for a period of two years, the Moratorium was later
renewed annually until 2016, when it was renewed indefinitely. The original agreement prohibited purchase
of soy produced on lands cleared after 24 July 2006. This date was later pushed to 22 July 2008, the amnesty
for deforestation cut-off date established in the new Brazilian Forest Code of 2012.%0

The Moratorium is led by the Soy Working Group, a multistakeholder forum. It was endorsed by the
government in 2008 with the National Institute for Space Research (INPE) supporting monitoring efforts.
Banco do Brasil, Brazil's largest public bank and major funder of the Brazilian agricultural sector, is also part
of the initiative.®

The process of systematic discussions and annual renewals of the Moratorium led to gradual improvements
of its monitoring and transparency system.®? As a result, the agreement achieved a high level of maturity and
obtained impressive results. Compliance reached remarkably high levels: non-compliant area corresponded
to only 2 percent of total soy grown in the Amazon Biome in the 2019/20 crop year. Only a residual fraction of
0.11 million hectares were associated with deforestation after 2008.5°

Despite the overall success of the Moratorium, concerns have been raised on risks for deforestation “leaking”
to the neighboring Cerrado biome or to other commmodities. The Cerrado is also experiencing deforestation
driven by soy plantations, but it is not yet included in a moratorium.®*

Like their counterparts in the agriculture sector, companies dealing with minerals and metals need to take action to
eliminate deforestation from their value chains. In addition to their direct impact, which is low overall compared to the
agriculture sector, companies also need to consider the indirect influence of opening up forests to other drivers of
deforestation (e.g., through access roads to mines). Best practices for companies, usually framed in the context of
biodiversity protection, require the application of the mitigation hierarchy, a decision framework which allows for the
systematic consideration of negative forest impacts and mitigation options.

Overall, corporate transparency relevant to forest risks remains very limited in the mining and extractives
sectors. The vast majority of mining companies invited to report through CDP on their forest and biodiversity
plans and impacts failed to do so. Although more than two thirds (26 out of 38) of those companies have
made commitments and adopted policies to reduce or avoid biodiversity loss, the quality and effectiveness
of these policies is unclear due to a lack of specificity in their design.
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In response to investor demand, most mining companies have now adopted some form of corporate social
responsibility (CSR) approach or environmental, social, and governance (ESG) principles that guide their
activities.®®* While biodiversity commitments and policies are relatively commmon in these principles, however,
an explicit focus on forests is rare.

Of 38 mining and coal extractive companies that reported through CDP in 2021, 26 (68%) had made a public
commitment to reduce or avoid impacts on biodiversity (See Annex for Figure A). Of these companies, the
majority (20 companies, 53%) had company-wide commitments, rather than commitments targeting only
specific mines or geographies. However, only 12 (32%) of these companies pledged to adopt the mitigation
hierarchy approach. Even fewer pledged not to explore or develop mines in World Heritage sites (8
companies, 21%) or to aim for a Net Positive Impact on biodiversity (2 companies, 5%). The weakness of these
and other sector practices undermines confidence in the quality and effectiveness of these commitments.

The same share of companies reporting through CDP that have a public biodiversity commitment also have
a documented, publicly-accessible, biodiversity-related policy to manage impacts from their operations (26
out of 38, 68%) (Figure 5). A further four (11%) companies report that they have a biodiversity policy that is not
publicly available, while seven more (18%) plan to develop a biodiversity-related policy within the next two
years. That leaves only 1 out of 38 companies with no plans to have a policy in place by 2023.

Figure 5. Adoption of biodiversity policies among 38 mining and coal extractive companies reporting
through CDP

Companies with a documented biodiversity
policy that is NOT publicly available
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Source: CDP analysis of self-reported and disclosed mining company data in 2021

While some company policies reiterate an awareness of the importance of natural habitats and
commitments to good practices (e.g., transparency), others provide more detail by setting timebound
targets (8, 21%) or describing biodiversity-related performance standards (8, 21%) (Figure 6). Overall, well
below half of the policies contain the kind of explicit commitments or references to best practices that
characterize well-designed, effective policies to reduce negative forest and biodiversity impacts.

The Responsible Mining Foundation (RMF) has, since 2018, tracked mining company performance against
four indicators of “responsible mining:” meaningful integration of ESG throughout the business model,
transparency and data-sharing, a proactive rights-based approach to harm prevention, and international
action to promote responsible mining.®® Each of these indicators also serve as necessary, though not
sufficient, building blocks for forest-positive mining and extractives. Against these measures, the RMF has
found slow improvement by assessed companies, which cover 25 to 30 percent of global mining production.
Companies improved by an average of 17 percent from 2018-20, and 11 percent from 2020-22. The evidence
shows that progress by companies that have traditionally been leaders on responsible mining is slowing
down - top tier companies only improved by an average of 4 percent from 2020-22.
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Figure 6. Scope of biodiversity policies among 38 mining and coal extractive companies reporting
through CDP
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Twelve of the 20 largest international mining companies have joined or adopted voluntary sustainability
standards.®” The International Council on Mining and Metals’ (ICMM'’s) Mining Principles have the greatest
representation: with 12 of the 20 companies as members, ICMM companies now cover 30 percent of global
mining production. The Mining Association of Canada’s Toward Sustainable Mining (TSM) framework is the
second-most adopted standard, with seven members. Six of the top 20 companies are not members of any
sustainability scheme.

Only a few mining sector standards - including the Initiative for Responsible Mining Assurance (IRMA)
Standard for Responsible Mining, the IFC's Performmance Standard, the Responsible Jewelry Council’'s Code of
Practices, and to some degree the Aluminum Stewardship Initiative's Performmance Standard - require mine
site operators to consider indirect and cumulative impacts on biodiversity in addition to direct effects (Box
4).

Only 2 of the top 20 companies have adopted the IRMA's Standard for Responsible Mining, which explicitly
calls for the identification of direct, indirect, and cumulative effects on biodiversity and ecosystem services.
Meanwhile, the number of mine sites participating in IRMA has increased over four-fold in the last two years.
As of September 2022, 23 mine sites across 19 companies are registered on the Responsible Mining Map, an

increase from 5 since the NYDF Assessment in 2020. At least 13 of those sites have begun or completed an
independent, third-party assessment. The TSM framework has taken a unique approach to adoption,
targeting national industry bodies rather than individual mining companies. To date, the TSM framework has
been adopted by nine countries’ national mining associations, covering 26 percent of global mineral and
metal production value.®®

THEME 2: FOREST DECLARATION ASSESSMENT 20


https://map.responsiblemining.net/

BOX 4. MINING SECTOR STANDARD REQUIREMENTS FOR FORESTS

A number of sustainability schemes targeting the mining sector have been developed, with varying relevance for
forest and biodiversity protection (see Annex, Table A). At the level of mine site operations and processing, the
ICMM'’s Mining Principles was the first international industry framework to address the environmental and social
impacts of mining.®® The ICMM and the TSM framework both require biodiversity and environmental impact
assessments, with risks and impacts to be managed through application of the mitigation hierarchy. IRMA’s
Standard for Responsible Mining is the only standard for mine site level that requires assessment and management
of “direct, indirect, and cumulative impacts.”

Further up the supply chain, the ResponsibleSteel Standard extends the IRMA Standard’s principles up the supply
chain throughout the steel sector, requiring mine sites to assess and manage biodiversity risks according to the
mitigation hierarchy. The International Finance Corporation (IFC)'s Performmance Standards are one of the most
common reference points for the sector and cover the entire lifecycle of an investment. IFC Performance Standard
6 states that projects should consider direct and indirect project-related impacts on biodiversity and ecosystem
services. Similarly, the Responsible Jewelry Council's Code of Practices calls for impact assessments to cover the
direct, indirect, and cumulative impacts on biodiversity and ecosystem services. The Aluminum Stewardship
Initiative's version 3 of its Performance Standard, released in 2022, requires companies to assess the biodiversity and
ecosystem services impacts of their operations within their area of influence, which includes indirect project
impacts that affect cormmunities’ livelihoods.

3. Have grassroots actors advanced their efforts to achieve
forest goals?

3.1 Engagement of civil society, Indigenous Peoples and local communities, and other
citizen-led groups in grassroots movements

Civil society organizations, non-profit institutions, and IPs’ organizations, as well as ad hoc or informal coalitions of
smallholder farmers, women’s networks, and mutual aid groups,”® are all grassroots actors who can unite in common
cause against threats to their livelihoods or the environment.”’ Grassroots actors use a variety of methods — such as
organizing public protests, initiating legal challenges, and rallying international support - to influence how, where, or if
development projects are undertaken and to exert LCs’ rights to self-determination.

IPs and LCs are at the forefront of grassroots environmentalism, despite facing significant risks. IPs, LCs, and
grassroots actors have mobilized to gain access to and influence development planning to protect forests,
ecosystems, and livelihoods. Grassroots movements and resistance can play a role in raising awareness of the
environmental and social impacts of large-scale development projects (Table 2). These efforts work to
influence public opinion and inform land use decision-making and policy.”?
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Table 2. Statements on extractive projects from Indigenous peoples and local communities, project
proponents and government leaders, and international institutions

In March 2022, the Swedish government awarded a mining license to Beowulf Mining’s wholly owned Swedish
subsidiary Jokkmokk Iron Mines AB for an iron ore mine in Gdllok, an arctic region within the Sapmi (ancestral
territory of the Sadmi people). Prior to licensing, the Sdmi expressed concern about a lack of good-faith
consultations and failure to obtain the free, prior, and informed consent. The iron ore mine would affect a
World Heritage Site which includes primeval forest and reindeer migratory routes, with potential outcomes

including biodiversity loss, deforestation, and reduction of ecological integrity, per EJAtlas.

“Today, our reindeer have to live with the
negative impacts of ‘renewable’ energy
production and large-scale forestry. In
addition, we also have to work around
infrastructures and deficient conservation
policies.... There is no more room for a co-
existence between Sami livelihoods and
extractive industries.”

- JAN-ERIK LANTA, chairman of
Jahkagasska Sami village”

“Today, the Sdmi are required to appeal to
colonial governments and their legal
frameworks to raise concerns about projects
impacting our lands. But we never gave up our
territories. Sami customary law and land
management should have the final say on any
initiatives in Sapmi.”

- SANNA VANNAR, president of the Sami

youth organization Saminuorra’+

“What local people?”

- CLIVE SINCLAIR-POULTON, Chairman of
Beowulf Mining PLC"5

“We are very concerned by the lack of good-faith
consultations and the failure to obtain the free, prior
and informed consent of the SZmi, and over the
significant and irreversible risks that the GZllok
project poses to SZmi lands, resources, culture, and
livelihood.”
- JOSE FRANCISCO CALITZAY, UN Special
Rapporteur on the Rights of Indigenous
Peoples; and DAVID R. BOYD, UN Special

Rapporteur on Human Rights and the
Environment’¢

“In this case, there have also been two conflicting
national interests [minerals and reindeer husbandry],
meaning that... the Government must decide which
national interest is most likely to promote the long-
term management of land, water, and the physical
environment in general... Overall, the area covered by
the exploitation concession is not considered to be of
high nature conservation value.”

- Swedish Ministry of Enterprise and
Innovation”’

In 2007, the village of Isseneru — an Indigenous community — received title to their land from the government

of Guyana. However, miners who had previously been granted concessions continued to destroy the forests

and ecosystems of Isseneru without intervention by the government. After two High Court rulings in 2008 and

2013 went against the village, the village and the Amerindian Peoples Association of Guyana filed a petition

against the government of Guyana with the Inter-American Commission on Human Rights (IACHR). In 2021,

the IACHR ruled that the government of Guyana had violated the people of Isseneru’s territorial and human

rights.
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“The mining is so close to the center of the “[There is nothing more the Government can do] to

village that you can actually feel it in your deter marauding miners laying waste to their
body. The situation is terrible.” Community.”

- DWIGHT LARSON, Project Officer for

L . - PAULINE SUKAI, Minister of Amerindian
the Amerindian Peoples Association

(APA)™® Affairs®®
“[The people of Isseneru must receive] full
reparations for the material and immaterial
“While the decision provides us with a sense damages they suffered on the account of the
of relief, we will not be satisfied until violation of their human rights. The reparations
significant steps are taken by the must include measures of compensation,

government to address the blatant and now
validated violations of our rights and the
rights of other Indigenous peoples across
Guyana who are faced with similar situations.”

satisfaction and any other which are deemed
appropriate in accordance with the Inter-American
Standards...”

- The Inter-American Commission on Human
Rights (IACHR)®

- Isseneru Village Council”

“[The Government is not going to tolerate any bullying or] any violation of people’s rights.... [T]his is
happening; it seems, with complicity of some individuals at the junior level within the Government.”

- BHARRAT JAGDEO, Vice President pf Guyana®

The Estrondo mega-farm produces soy, corn, and cotton on between 200 to 300 thousand hectares,
approximately one fifth of the municipality of Formosa do Rio Preta in Bahia state, Brazil.83 The farm has been
accused of acquiring its land holdings largely through land grabbing, fraud, and intimidation, leaving local
Indigenous and Afro-descendant (quilombola) communities but off from their traditional territories in the
Cerrado. Between 2004 and 2006 alone, the Estrondo estate converted 77,000 hectares of native vegetation to
cropland.

In 2017, a court ruled that the Estrondo mega-farm must return 43,000 hectares to seven local traditional
communities. Instead of complying with the order, the farm installed electric fencing and built a two-mile long
trench to restrict access, and allegedly paid bribes to judges to have them amend the court order. At least one
Jjudge involved is now incarcerated on bribery charges.8* The traditional communities still do not have access
to their common grazing lands, a situation enforced by armed guards who have in some cases shot
community members grazing their cattle.

“Cachoeira do Estrondo Condominium condemns

“The mining is so close to the center of the acts of violence and clarifies that the hired
village that you can actually feel it in your

body. The situation is terrible.”

surveillance teams aim to ensure the property
security and physical integrity of workers and

- GUILHERME FERREIRA DE SOUZA, residents of the enterprise. [Furthermore,] the
Farmer and Quilombola community management of Cachoeira do Estrondo venture
member®* denies that it has installed guard booths or

prevented access on public roads”

- Estrondo?®®
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An analysis of 2,743 cases found that bottom-up mobilizations (including formal petitions, street protests,
and public campaigns) for more sustainable and socially-just uses of the environment occur worldwide
across all income groups.f” In 11 percent of cases, mobilizations contributed to halting environmentally
destructive and socially conflictive projects, and defending the environment and livelihoods.®® Another study
of 649 cases of resistance movements found that place-based resistance movements are succeeding in
curbing both fossil-fuel and low-carbon energy projects, and over a quarter of projects encountering social
resistance were canceled, suspended, or delayed.?? In 2022, Ecuador saw one such case of successful mass
resistance to the expansion of extractive concessions (Box 5).

These successes have come at a cost to the environmental defenders involved. Of the various groups
involved in these forms of social protest, IPs and LCs are among the most likely to mobilize for environmental
protection, participating in 41 percent of analyzed cases. Overall, environmental defenders face high rates of
criminalization (environmental defenders were criminalized in 20 percent of cases analyzed), physical
violence (18%), and assassinations (13%).%° Indigenous environmental defenders face even higher rates of
criminalization, violence, and assassinations.”’ Conflicts over hydropower (160 of the 649 cases reviewed) were
most likely to include concerns over deforestation and ecological connectivity, and were also particularly
likely to involve repression, criminalization, and assassination of social activists, especially activists from IP
and LC groups. Over 200 land and environmental defenders were killed in 2021, according to Global Witness,
and the mining and extractives sector is consistently ranked as one of the deadliest for defenders.®?

Ecuador’'s mining sector is an important contributor to government revenue via international trade. In July
2021, three months after he was elected, President Guillermo Lasso signed Decree 95, which aimed to double
national oil production and increase private sector investment to meet foreign debt repayments and
address spiking unemployment and poverty during the COVID-19 pandemic. This decree opened regions of
the Ecuadorian Amazon to new mining concessions. Lasso also signed Executive Decree 151, which aimed to
relax environmental controls to fast-track the entrance of foreign mining companies. Ecuador has a
progressive constitution that enshrines the rights of nature, the rights of people to live in a healthy
environment, and the rights of Indigenous Peoples, but governmental action and lawsuits in favor of mining
companies have historically not aligned with the Constitution. #3

President Lasso's decrees and the subsequent awarding of new concessions sparked protests and lawsuits.?*
In February 2022, Ecuador’s Constitutional Court ruled that Indigenous peoples have the right to consent for
extractive projects on their lands, clarifying that consent must be the outcome of legally required
consultation processes for extractive projects in Ecuador and slowing the permitting processes for oil
concessions.?> Awarding of new concessions led to mass unrest again in June 2022. The Confederation of
Indigenous Nationalities of Ecuador (CONAIE) released a list of ten demands of the government, including a
moratorium on the expansion of the mining and oil industries, audits and reparations for the industries’
sociological and environmental impacts, and increased respect for IP and LC rights and self-determination.®®

In September 2022, after more than two weeks of Indigenous-led strikes to protest against extractive
industries in forests and Indigenous territories, the government agreed to a temporary moratorium on new
concessions and new projects in Indigenous territory and protected areas, putting new contracts for 16
Amazonian oil blocks on hold.?” The moratorium will remain in place for at least 12 months or until the right
to free, prior, and informed consultation for IPs and LCs is enshrined in law and comprehensive
environmental legislation is passed. Lawsuits and protests also compelled the government to repeal Decree 95

and reform Decree 151.
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A systematic review of conservation initiatives found that the active participation of IPs and LCs — through, for
example, substantial input in decision-making and strong tenure recognition — resulted in significantly better
environmental and social outcomes than when external organizations exert primary control.®® Land
managed by IPs and LCs sequesters, on average, more than twice as much carbon dioxide-equivalent as
other lands, according to a Forest Declaration Assessment study of Brazil, Colombia, Mexico, and Peru.*® 92
percent of forested IP and LC lands in these countries are net carbon sinks, with an average sequestration of
30 tons of carbon dioxide per hectare per year, which is equivalent to, on average, 30 percent of those
countries' unconditional 2030 NDC mitigation targets.'%°

IP and LC voices are critical contributors to global narratives advocating for forests to be foregrounded in
climate action and sustainable development agendas. Transnational alliances continue to unite and amplify
IPs" and LCs' messages, which have caught the attention and, in certain cases, influenced the opinions of
international institutions (see Table 2). International alliances allow movements to overcome, to an extent,
authoritarian or oppressive domestic contexts as space for civil society and activism closes in many
countries.!”

4. Have collaborative efforts advanced to achieve forest
goals?

Stopping deforestation requires the engagement and collaboration of all sectors and stakeholders that enable
deforestation or are affected by efforts to prevent it. This collaboration is a fundamental component of landscape and
Jurisdictional approaches’ which facilitate strategic alignment between initiatives, sectors, and market incentives
within jurisdictions.’o?

Over the last decades, many international, national, and subnational multi-stakeholder and multi-sector
initiatives emerged. These include public-private partnerships and civil society collaborations, commodity
certifications, place-based sourcing agreements, REDD+ programs, and other jurisdictional/landscape
sustainability initiatives. A 2021 study identified 80 initiatives for improving sustainable resource use in forest
landscapes, of which 25 had clearly specified the roles of actors involved and formalized their collaboration.'®3

Many of these initiatives are still in their early stages, making it difficult to attribute any recent reductions in
deforestation to improved collaboration. A 2018 study' of 38 initiatives found that most initiatives had made
some progress in improving land use planning and multistakeholder governance, with limited
advancements in their support for sustainable agriculture, and financing (particularly from the private
sector). Challenges remain in formalizing the inclusion and fair representation of local land users —in
particular of IPs and LCs'®® — and building equitable market access opportunities that consider informal
institutions, practices, and social capital.'®®

Public-private partnerships that take a holistic approach to delivering environmental and socioeconomic
benefits offer the greatest promise of transformative change. Even greater impact can be achieved with
interventions tailored to the local context and delivered at the landscape or jurisdictional scale. Initiatives

! Jurisdictional approaches to sustainability seek to protect forests, reduce emissions, and improve livelihoods across
political or administrative boundaries, such as countries, states, provinces, and districts, through an integrated land
management that works across scales and sectors.
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built through integrative, multi-purpose, and inclusive collaboration allow national and subnational
governments, producers, investors, civil society organizations, and the private sector to interact with each
other, build trust, and drive impact.””’ These partnerships are increasingly being established across
commodity-producing regions as “jurisdictional or landscape initiatives.” However, only a few initiatives have
been formalized in long-term agreements or through clear management plans, monitoring systems, and
reporting frameworks. Formalized examples of successful landscape or jurisdictional partnerships exist
mainly in Latin America and in Southeast Asia.
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Annex

Figure A. Scope and type of public commitments out of 38 mining and coal extractive companies

reporting through CDP in 2021
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Table A. Selection of prominent sustainability schemes targeting the mining sector (Adapted from
Franken, G., & Schutte, P. (2022))

Supply Sustainability # of top-20 Relevance for forests
chain scheme companies
target adopting
S The International 12 Under the Biodiversity Principle, companies are expected to avoid
IS Council on Mining World Heritage Sites and respect legally designated protected areas;
; and Metals and to apply the mitigation hierarchy to assess and address risks and
£ (ICMM)’s Mining impacts to biodiversity and ecosystem services, aiming to achieve no
a Principles net loss of biodiversity.
3
e
% Mining Association 7 TSM includes a Biodiversity Conservation Management Protocol that
§ of Canada (MAC)'s sets out expectations for mining companies member to the Association
o Toward with respect to conserving biodiversity and seeks to confirm that
£ Sustainable Mining mining facilities have made formal commitments to manage
E (TSM) biodiversity at their mine sites, using the mitigation hierarchy.
8
Initiative for 2 IRMA provides a list of “Critical Requirements” that mining sites must
Responsible meet to achieve so-called “IRMA 50" and “IRMA 75" certified levels as
Mining Assurance part of a stepwise onboarding process for companies. Under the critical
(IRMA) Standard requirements, companies need to conduct social and environmental
for Responsible impact assessments that cover the direct, indirect, and cumulative
Mining impacts on biodiversity, ecosystem services, and protected areas,

accompanied by a mitigation and minimization plan, and ensure FPIC
of Indigenous Peoples and/or evidence of positive relationships with IPs
and LCs and remedies for past impacts.

ResponsibleSteel 3 The ResponsibleSteeld International Standard V2.0 launched in 2022,
£ Standard incorporating additional requirements on GHG emissions and the
o g S, sourcing of input materials. Principle 13 of the standard requires sites to
S5 5.5 assess their risk and impact on biodiversity in their area of influence and
E 'é‘_ %_g to implement a plan, in line with the mitigation hierarchy, to manage

these risks and impacts, aiming for no net loss.

International - The eight Performance Standards cover social, environmental, health,
Finance and other standards that must be met throughout the life cycle of the
Corporation (IFC)’'s investment. Performance Standard 6 requries consideration of direct
Performance and indirect project-related impacts on biodiversity and ecosystem
Standards services. In the context of biodiversity threats and impacts to ecosystem

services, special focus should rest on habitat loss; degradation and
fragmentation; invasive alien species; overexploitation; hydrological
changes; nutrient loading; and pollution.

Responsible - The Code of Practices states that impact assessments shall collectively
Jewelry Council assess “environmental, social and human rights impacts, including but
(RIC)'s Code of not limited to impacts on biodiversity and ecosystem services, labor,

Practices and employment, gender, health and conflict. This includes cumulative

and indirect impacts.

Aluminum 2 The ASI Performance Standard V3 (2022) defines environmental, social
Stewardship and governance principles and criteria for the aluminum value chain.
Initiative (ASI) The standard requires companies to assess and mitigate the
Performance biodiversity and ecosystem services impacts of their operations within
Standard their area of influence, including indirect project impacts on biodiversity

or on ecosystem services upon which affected Communities’ livelihoods
are dependent. It also requires sites to conduct and environmental and
social impact assessment and to implement a management plan in line
with the mitigation hierarchy.

For the whole supply chain (mine to product

manufacturing)
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https://www.icmm.com/en-gb/our-principles/mining-principles/principle-7
https://mining.ca/wp-content/uploads/dlm_uploads/2021/08/Biodiversity-2020-EN.pdf
https://responsiblemining.net/wp-content/uploads/2022/02/What-are-Critical-Requirements-in-the-IRMA-Standard-Updated2022.pdf
https://www.responsiblesteel.org/wp-content/uploads/2022/09/ResponsibleSteel-Standard-2.0.pdf
https://www.ifc.org/wps/wcm/connect/topics_ext_content/ifc_external_corporate_site/sustainability-at-ifc/policies-standards/performance-standards
https://www.responsiblejewellery.com/standards/code-of-practices-2019/
https://aluminium-stewardship.org/asi-standards/asi-performance-standard#:%7E:text=The%20ASI%20Performance%20Standard%20V3%20(2022)%20defines%2062%20environmental%2C,in%20the%20aluminium%20value%20chain.

Finance for forests
Theme 3 Assessment

THEME 3

Theme 3 provides an overview of forest finance and forest goals; updates on available data and recent
policies to channel finance to the forest sector; and an assessment of the role of public and private finance,
and carbon markets for forest finance. It assesses how progress in the past year has advanced the 2030

global forest goals; the extent to which current finance is sufficient for meeting these goals, and where gaps

remain. It also explores new forest finance-related areas, including public sector governance mechanisms,
and direct finance mechanisms for Indigenous Peoples and local communities. This report builds on
previous NYDF Progress Assessments of Goal 7, and Goals 8 & 9.



http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment
http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment
http://www.forestdeclaration.org/resources/forest-finance-theme-3-assessment
http://www.forestdeclaration.org/resources/forest-governance-theme-4-assessment

Key Messages

Finance for forests is not on track to meet global goals to halt and reverse deforestation by 2030. It will cost up
to USD 460 billion per year to protect, restore, and enhance forests on a global scale. Currently, domestic and
international mitigation finance for forests averages USD 2.3 billion per year—less than 1 percent of the
necessary total. For comparison, total finance for climate, from both public and private sources, reached USD
632 billion in 2019-20.

Funding for forests will need to increase by up to 200 times to meet 2030 goals. This funding does not need to
come just from philanthropic donations or public sector development assistance—a wide range of financial
mechanisms can support forest goals if they are properly designed, including domestic budgets and fiscal
policies, private investments, blended and de-risked finance, grants or loans, readiness and capacity building
support, and results-based payments.

Finance pledges made in 2021 demonstrate a substantial increase in ambition to meet 2030 forest goals. If
they are fully delivered, they would quadruple annual finance for forests from 2021-25 to USD 9.5 billion. Yet,
funding would still need to increase by up to 50 times to meet investment needs. One year on from these
pledges, it is not yet possible to directly assess their progress because most have yet to publicly disclose their
implementation efforts. However, available data does not yet show an increase in funding corresponding to
pledges made at COP26 in November 2021.

From 2010-20, governments committed USD 25.3 billion of domestic and international public funding to
protect and conserve forests—financing committed with a stated forest objective, or under REDD+ strategies.
Flows have increased since 2010, with a significant period of growth between 2016-19. In 2020, however,
finance flows fell by almost half, likely due to countries’ changing budget priorities in the COVID-19 pandemic.
Even at its height, finance aligned with forest goals paled in comparison to domestic and international "grey"
(potentially harmful) finance flows to agriculture and forest sectors). From 2010-20, grey investments by the
public sector totaled at least USD 257 billion in domestic finance and USD 13 billion in international finance.

Indigenous Peoples and local communities (IPs and LCs), who are the most effective stewards and guardians
of their forest territories, receive far less funding than their estimated finance needs for securing tenure rights
and preserving forest ecosystems. Only 1.4 percent of total public climate finance in 2019-20 was targeted
toward IPs and LC's needs, and only 3 percent of the financial need for transformational tenure reform is being
met annually.

Private sector actors—companies, financial institutions, and philanthropies—have not yet leveraged their
significant power to steer development and commodity production onto a sustainable trajectory in line with
forest goals. Most financial institutions still fail to have any deforestation safeguards for their investments.
Almost two thirds of the 150 major financial players most exposed to deforestation do not yet have a single
deforestation policy covering their forest-risk investments, leaving USD 2.6 trillion in investments in high
deforestation-risk commmodities without appropriate safeguards.

Demand for nature-based carbon credits in the voluntary carbon market has grown significantly, driven
primarily by interest fromm companies. The volume of carbon credits traded in the voluntary carbon markets
grew by 89 percent in 2021, with 45 percent of all credits issued coming from forestry and land use projects.
On the other hand, only 10 percent of the carbon credits issued in compliance markets in 2021 came from
schemes that allow carbon credit use from forests. The average price of forest carbon credits in 2021 was
between USD 4.7 and 15 per ton of CO», well below the price needed to meet the Paris Agreement’s target of
limiting global warming to 1.5 °C. Overall, the contribution of carbon market finance is still minor compared to
other green finance sources
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Recommendations

Despite the price tag for protecting and restoring forests on a global scale—up to USD 460 billion per
year—this is an investment that we cannot afford not to make. Achieving the 2030 forest goals is essential
for ensuring a livable world in line with the Paris Agreement. Governments, financial institutions,
companies, and philanthropies must step up to increase and align their spending and investments with
forest maintenance and restoration goals.

The Forest Declaration Assessment Partners call on governments, companies, and financial institutions to
utilize all tools at hand to substantially increase their investments in forests, while also shifting finance
away from harmful activities.

The Assessment Partners urge those who make forest finance commitments—including endorsers of the
Glasgow Leaders’ Declaration—to collaborate with impacted communities to design their pledges, and to
pair these pledges with transparent and timebound interim milestones and public reporting on
disbursements, effectiveness of funding, and alignment of finance flows with forest goals. Commitment
makers should detail what share of the pledged finance is additional versus preexisting planned funding
and should clarify how, when, and where this finance will be spent. Evaluation mechanisms must be put in
place to enable donors and commmunities to assess the impacts of disbursed finance and allow for needed
adjustments. Inclusive and transparent processes are essential to understand how pledged finance
compares to needs and can help guide and improve the impact of future investments, as well as help hold
actors to account on their commitments. The management and governance of finance for forests must be
developed in partnership with local implementing organizations to ensure that disbursed finance achieves
its objectives.

All financial actors, including governments, financial institutions, companies, and philanthropies, must
make every effort to support the involvement of IPs and LCs in forest and finance decision-making. Public
and private actors must facilitate the flow of finance to IPs and LCs to better enable them to carry out
forest-protection and conservation activities. Governments, multilateral institutions, and private
foundations should prioritize the establishment of new and direct finance mechanisms for these activities
and should codesign these mechanisms with IP and LC groups. Increased coordination and cooperation
between donors, NGOs, and IPs and LCs can help to build trust and guide the most appropriate
interventions. Public and private financiers must also reduce administrative and technical burdens and
provide capacity building for IP and LC groups to receive and manage funds directly. Where intermediaries
are necessary, organizations trusted by |IPs and LCs should be prioritized.

Public sector actors must take concrete and far-reaching steps to implement and expand their finance
commitments and align fiscal and financial policies with forest goals, including:

e Incorporate forest risks and impacts into public budgeting frameworks. Governments must assess the
potential impact of public financial and fiscal decisions on forests and direct finance toward activities
that present the least risk and most benefits to forests. Safeguard measures must be put in place
when needed.

e Seize every opportunity to redirect harmful agricultural subsidies and other incentives (domestic and
international) that drive deforestation and forest degradation. Governments should work to identify
which subsidies lead to adverse forest impacts and, to the maximum extent possible while ensuring
just and equitable outcomes, redirect and repurpose these subsidies, either by making financial
support conditional upon achieving environmental objectives, or by channeling finance directly into
deforestation-free incentive programs.
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e Employ blended financing tools to leverage private sector finance for forest protection. Implement
policies and instruments which can help to de-risk private investments to create an enabling

environment for private finance.

Financial institutions and companies across sectors must recognize and act on the inherent business risks
presented by deforestation and forest degradation and put in place measures and policies to combat this

risk, including:

e Develop a full understanding of the company or institution’s exposure and contribution to climate-
and forest-related risks and impacts (in the short, medium, and long term).

e Incorporate processes for assessing climate- and forest-related risks into existing risk management
processes. This includes processes for identifying, managing, and mitigating risks, utilizing
frameworks like the Taskforce on Nature-related Financial Disclosure (TNFD) Nature-Related Risk &
Opportunity Management and Disclosure Framework.

e  Move from voluntary to mandatory disclosure of forest-related risks and progress against pledges to
increase transparency and allow investors to reconsider their capital allocation decisions. Disclosure
platforms such as CDP can support increased transparency, while Global Canopy’s Deforestation-Free
Finance Roadmap can provide practical guidance on developing a deforestation-free strategy.?

¢ Implement standards and policies that actively promote green investments and lending to forest

conservation-oriented land sector businesses.
e  Prioritize investments aligned with and synergetic with forest goals, applying the mitigation hierarchy
to all investment decisions. Limit the volume of private finance flowing to activities that have a

detrimental impact on forests.

Where private sector actors choose to invest in nature conservation and restoration, they must ensure that
they are supporting high-quality and high-integrity interventions in line with the mitigation hierarchy and
science-based targets. This could include market-based options, such as participation in carbon markets
with forest- and land-based credits, or non-market-based options such as support for implementation of
jurisdictional or landscape scale sustainability activities. Actions to achieve this goal include:

e Invest in landscape finance for forest protection activities that holistically address the major drivers of
deforestation, conversion, and land degradation, both market and non-market based. One such
example is support of multi-stakeholder platforms that can promote constituency building, strategic
planning, mapping, and project development.

e When using forest-based carbon credits to meet one's internal climate mitigation targets, use forest-
based carbon credits to compensate for residual emissions only after first prioritizing emissions
reductions within the actor’s internal operations. In addition, consider investing in forest-based carbon
credits as part of strategies to achieve societal decarbonization beyond companies’ own value chains.

e In making purchasing decisions, prioritize 1) crediting standards that meet essential social and
environmental integrity criteria, 2) high-quality credits from jurisdictional REDD+ programs 3) projects
that are nested within high-quality jurisdictional REDD+ programs, and 4) credits from other high-
quality projects and programs that reduce threats to standing tropical forests.

e Develop, scale up, and adopt governance frameworks which establish rules for public and private use
of, and claims about, carbon credits.

a See Global Canopy: Deforestation Free Finance. https://guidance.globalcanopy.org/roadmap/.
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Introduction

1. Why look at forest finance?

Achieving international forest goals requires substantial public and private investments to address the
drivers of deforestation, and to manage and restore forests sustainably. Mitigating environmental impacts on
landscapes and agricultural systems requires profound changes to economic and legal systems. Without
both enforcement and compensation mechanisms, forests will continue to be worth more to users cleared
than standing—especially in the short term.

Estimates suggest that it will cost up to USD 460 billion per year to reduce deforestation and implement
restoration and sustainable forest management at a sufficient scale to protect and restore forests
globally.'*This funding must be met through both public and private finance.

Reaching forest goals not only requires more finance earmarked for forest activities—referred to in this
report as “green finance"—but also shifting finance away from investments in potentially harmful activities—
called “grey finance"—toward sustainable actions. Aligning finance flows may be done, for instance, through
requiring environmental safeguards to be in place before awarding finance or redirecting investments to
conservation and sustainable production.

2. What has been pledged on forest finance?

A range of recent international finance pledges, including those made at COP26, raise global ambition for
progress (Table 1). The total amount of quantitative pledges by governments, financial institutions,
companies, and foundations amounts to USD 36.2 billion between 2021-25—or on average USD 7.2 billion per
year¢. It is also not clear how quantitative targets relate to previous pledges—i.e., whether these pledges
provide additional funding. Several pledges have only defined qualitative targets, such as aligning existing
finance or to broader forest protection goals globally or in specific geographies. Only one of the pledges has
been realized: the LEAF Coalition mobilized USD 1 billion in finance by the end of 2021, although it is unclear
how much, if any, of these funds have been disbursed.

While many pledges plan or have already implemented some form of reporting mechanism, most have not
yet publicly disclosed their progress. The Global Forest Finance Pledge and the Congo Basin Joint Donor
statement have not provided any public information about how progress will be reported. The extent to
which these pledges can provide a baseline for tracking progress is also limited. Many do not set clear,
measurable targets, or are not transparent about the targets in the first place or about contributions from
different pledges.

® Climate Focus calculation based on multiple sources. No one source provides an estimate of the total need for forests
globally across the whole package of interventions (reducing deforestation, restoration, A/R, and sustainable forest
management). The upper bound considers estimations of the finance need for reducing deforestation by 45 percent by
2050 (USD 180 billion per year) and A/R, silvopasture, mangrove, and peatland restoration (USD 280 billion per year). The
lower bound is based on the lowest estimate we found of additional financing needed for forest restoration, REDD+, and
forest management (USD 45-65 billion per year). However, this lower bound does not include A/R and is therefore likely an
underestimate. Note that the sources used to produce this range risk overlap. See NYDF (2021) Taking stock of national
climate action for forests: 2021 NYDF Assessment Report. Technical Annex. https://forestdeclaration.org/resources/taking-
stock-of-national-climate-action-for-forests/

¢ Climate Focus calculation based on sum of finance pledges announced at COP26, assuming no overlap between
different pledges.
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Table 1. Examples of pledges and other initiatives related to finance for forests

Pledge or Initiative

Lowering Emissions
by Accelerating
Forest (LEAF)
Coalition (2021)

Congo Basin Joint

Donor Statement

(2021

Finance Sector

Roadmap for
Eliminating
Commodity-Driven
Deforestation (2022)

Financial Sector

Commitment Letter

(2021

Description

This public-private coalition of
governments and international
companies seeks to mobilize
finance for Emissions
Reductions in tropical forests at
a floor price of USD 10 per ton of
COz equivalent.

11 countries (with representation
from Europe, North America,
and East Asia) and one
philanthropic organization
pledged at least USD 1.5 billion
of public and private finance
from 2021-2025 to support
protection of the Congo Basin
ecosystems

The Roadmap provides
recoommendations for financial
institutions to eliminate
commodity-driven
deforestation, conversion, and
associated human rights abuses
from their portfolio by 2025. It
was developed to make
practical guidance available to
the array of financial institutions
committing to the Financial
Sector Commitment on
Eliminating Agricultural
Commodity-Driven
Deforestation, made at COP26.

33 financial institutions, mostly
from Europe and North America,
committed to eliminate
commodity-driven deforestation
from investment and lending
portfolios by 2025
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Intermediate targets
and progress
reporting

By 2021, mobilize USD 1
billion (target met).

No information provided.

The Roadmap requires
annual reporting by
financial institutions
starting in 2023. A first
report on joint progress
will be published in 2022.

By 2022, assess
deforestation risk in
investment and lending
portfolio.

By 2023, disclose
deforestation risk and
mitigation activities in
portfolios.

By 2025, publicly report
credible progress, aligned
with peers, on the
milestones.

Final target

Not defined.

By 2025, mobilize
USD 1.5 billion of
public and private
finance Basin
ecosystems.

Zero commodity-
driven
deforestation in
financial
portfolios by
2025.

By 2025, make
best efforts to
eliminate
commodity-
driven
deforestation
from portfolios
and only provide
finance to clients
that have met
risk-reduction
criteria and
increase
investment in
nature-based
solutions.


https://leafcoalition.org/
https://leafcoalition.org/
https://leafcoalition.org/
https://leafcoalition.org/
https://ukcop26.org/cop26-congo-basin-joint-donor-statement/
https://ukcop26.org/cop26-congo-basin-joint-donor-statement/
https://guidance.globalcanopy.org/wp-content/uploads/2022/02/Finance-Sector-Roadmap_0222.pdf
https://guidance.globalcanopy.org/wp-content/uploads/2022/02/Finance-Sector-Roadmap_0222.pdf
https://guidance.globalcanopy.org/wp-content/uploads/2022/02/Finance-Sector-Roadmap_0222.pdf
https://guidance.globalcanopy.org/wp-content/uploads/2022/02/Finance-Sector-Roadmap_0222.pdf
https://guidance.globalcanopy.org/wp-content/uploads/2022/02/Finance-Sector-Roadmap_0222.pdf
https://racetozero.unfccc.int/wp-content/uploads/2021/11/DFF-Commitment-Letter-.pdf
https://racetozero.unfccc.int/wp-content/uploads/2021/11/DFF-Commitment-Letter-.pdf

12 countries pledged USD12

Global Forest billion for forest-related climate

Finance finance between 2021-2025.
These will be delivered through
Pledge (2021 funding for results-based

payments, technical and
financial cooperation for
capacity building, as well as

other activities that support and

strengthen governance, supply
chain initiatives, financial
markets and investments,
restoration and conservation,
and efforts to combat forest
crimes and fires.

23 countries and philanthropic
IPLC Forest Tenure organizations pledged USD 1.7
Joint Donor billion of public and private

finance in the period 2021-2025
Statement (2021) for strengthening IP and LC
tenure rights and IPs and LCs’
role as guardians of forests and
nature.

This public-private coalition of

Lowering Emissions governments and international

by Accelerating companies seeks to mobilize
finance for Emissions

Forest (LEAF Reductions in tropical forests at

Coalition (2021) a floor price of USD 10 per ton of

COz equivalent.

15 finance institutions from

Natural Capital Europe and Australia are

Investment Alliance members of this group which
seeks to mobilize aggregated

2021 finance through investment

products aligned with Natural
Capital themes.

No information provided.

The signatories will
annually report on the
pledge progress,
including updates on
how funds are being
spent. The first report will
be published at COP 27.

By 2021, mobilize USD 1
billion (target met).

The website provides
regular updates on
individual institutions’
progress. Most of the
activities reported are
currently in a planning
stage.

3. How does this report assess progress?

USD 12 billion by
2025.

USD 1.7 billion by
2025.

Not defined.

By 2022, mobilize
at least USD 10
billion.

This report assesses the extent to which global public and private finance is aligned with forest goals. The

goal for Theme 3 is to exponentially increase investments in forests, as well as avoid or mitigate the impacts
of harmful investments. Under the Paris Agreement, parties committed to making finance flows consistent

with a pathway towards low greenhouse gas emissions and climate-resilient development (Art.2.1.c).2 The

building blocks to successfully achieve the objectives of Theme 3—which are similar for both public and

private finance—are described in Figure 1. Other essential elements for supporting a transition to forest-

aligned finance—such as strengthening forest governance and building forest-risk assessment capacity—are

covered in other Assessment reports in this series (Theme 4 on Forest governance and Theme 2 on

Sustainable production and development).
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https://ukcop26.org/the-global-forest-finance-pledge/
https://ukcop26.org/the-global-forest-finance-pledge/
https://ukcop26.org/the-global-forest-finance-pledge/
https://ukcop26.org/cop26-iplc-forest-tenure-joint-donor-statement/
https://ukcop26.org/cop26-iplc-forest-tenure-joint-donor-statement/
https://ukcop26.org/cop26-iplc-forest-tenure-joint-donor-statement/
https://leafcoalition.org/
https://leafcoalition.org/
https://leafcoalition.org/
https://leafcoalition.org/
https://a.storyblok.com/f/109506/x/6ee9d19114/ncia-announcement-at-cop26.pdf
https://a.storyblok.com/f/109506/x/6ee9d19114/ncia-announcement-at-cop26.pdf
http://www.forestdeclaration.org/resources/forest-governance-theme-4-assessment
http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment
http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment

Figure 1. Building blocks for progress on forest finance

Forest-aligned finance flows Forest-aligned economic framework

o

Public
sector

Sufficient capacity for forest
agencies to regulate and - if
desired — engage with carbon
markets and other carbon
pricing instruments

Increased flows of public finance
for the sustainable use, protection,
and enhancement of forests,

including supporting IP and LC
tenure and forest management

A policy and incentives
framework that
encourages economic
decision-making in line
with forest goals

Current finance flows such as
national budgets and subsidies
shifted away from forest-risk
activities to those aligned with
forest goals

Current finance flows such as ]Icnvestmerllt ilﬁcision—bmgkingb
national budgets and subsidies rameworks that embed carbon
shifted away from forest-risk costs Into company operations

activities to those aligned with and prioritize reducing GHG
forest goals emissions in companies’ own

value chains

Private
sector

High-quality and high-integrity
market- and non-market-based
investment-ready initiatives such
as carbon markets and landscape
/ jurisdictional approaches to
enable corporate investments
beyond their value chains

Current private investment
shifted away from and/or
applying safeguards for
investments in forest-risk
activities

This report reflects previous approaches taken for the finance-related goals of the NYDF (8 & 9); relying
predominantly on publicly available finance datasets: largely OECD and FAOSTAT. We also rely on existing
data analysis from Forest Declaration Assessment Partners, including Global Canopy's Forest 500 and Forest
Trends' Ecosystem Marketplace. Where quantitative data is unavailable, the report relies on qualitative
research complemented by anecdotal examples from country-level assessments that have also been
conducted under this year's Forest Declaration Assessment.

Overall, flows of finance to forests globally are poorly tracked, are difficult to quantify, and are therefore not
fully captured in this assessment. Total finance volumes remain difficult to track, due to poor transparency as
well as a lack of global standards for tracking climate-related mitigation finance. This absence of standards
also creates a risk of overlap, resulting from the way different sources define finance flows. Limited data
availability also remains a significant problem for grey finance estimates, particularly frorn domestic sources.
However, there is a move to improve reporting infrastructure. Starting this year, financial institutions can
disclose to CDP on forests-related portfolio exposures, risks, and opportunities.

Though this report aims to assess progress globally, it contains relatively more information on tropical forests
and developing countries, in part due to a trend in available data and literature. Future assessments will
continue to aim for more comprehensive coverage globally.

9 The 13 countries assessed this year include: Cambodia, Cameroon, Canada, Colombia, Democratic Republic of the Congo,
Dominica, Ecuador, Gabon, Indonesia, Kenya, Liberia, Republic of the Congo, and Vietnam.
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Findings

Insufficient financing has been committed to the forest sector, while much larger levels of public finance still
flow to activities that risk directly or indirectly supporting forest destruction and degradation. In the
landscape of climate finance, funding to forest activities is far less than funding channeled to other
mitigation sectors with equal or lower estimated mitigation potential.

Business-as-usual grey finance for agriculture and forest activities far outweigh green finance. Currently,
domestic and international mitigation finance for forests averages USD 2.3 billion per year between 2020-
22—Iless than 1 percent of the total necessary financing. For comparison, between 2010-20, grey public
finance flows were estimated to total just over USD 270 billion: USD 257 billion in domestic finance and USD
13.4 billion in international finance. ®f Almost 20 percent of total grey finance flows were provided to or in high
deforestation countries.? On average, grey public finance outweighs green public finance at a ratio of over
10:1.

Figure 2. Grey and green public finance, compared against total costs to protect and restore forests, in
billion USD per year

>00 460 billion Upper-bound
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USD billion per year

€ See sections 2.1.1 and 2.1.2 for a breakdown of these figures.

fClimate Focus analysis. Domestic finance includes government expenditure on the agriculture and forestry sectors, in the
41 countries covered by FAOSTAT data. Cumulative 2010-2020. Note that this is likely to be a significant underestimate,
given the high number of missing countries. International finance includes the international development finance
commitments of the 142 countries reported in the OECD Creditor Reporting System database. Finance flows included are:
Agricultural development; Agricultural inputs; Food crop production; Industrial crops/export crops; Livestock; Agrarian
reform; Agricultural services; Livestock/veterinary services; Forest industries. Cumulative 2010-2020.

9 Approximately USD 51.2 billion of the grey finance total was provided to or in high deforestation countries. High
deforestation are countries with an annual average deforestation rate that exceeds 30,000ha.
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Yet, even if all grey public finance flows were redirected to green, finance totals would still fall woefully short
of the total finance needed to protect forests (Figure 2). As in previous years, limited available data on
corporate and philanthropic investments suggest that these remain a relatively small source of green
finance, likely in the order of USD several hundred billion.

Even compared to finance with a specific climate objective, forests and land use are proportionately
underfunded. Total global climate finance, from both public and private sources, reached USD 632 billion in
2019-20 alone.# Of this total, only about USD 14.3 billion (2.3%) was dedicated to land use. This comprised USD
8.1 billion in mitigation finance; approximately USD 3.4 billion of which went to forestry projects. A further
USD 6.2 billion was provided as adaptation or “dual-benefit” finance to (undefined) land use activities.

Pledges made in 2021 demonstrate a substantial increase in ambition for green finance. If they are fully
implemented, and are additional to pre-existing commitments, this combined ambition would lead to a
quadrupling of annual forest finance to USD 9.5 billion between 2021-25". This also includes a notable
increase of funding from philanthropy and corporate companies, for which we have so far only detected
minor amounts of funding based on very limited data. Overall, this increase would be substantial but still very
far from what is required to achieve forest goals by 2030.

Available data does not yet show an increase in funding corresponding to pledges made at the climate
summit in Glasgow in November 2021. Instead, current funding levels appear to have dropped precipitously
in the past year (see Section 1). Public and private sector funders making pledges must provide more
transparency on measurable and clear targets to enhance their accountability, including targets for greening
grey finance.

1. Have governments made finance flows consistent with
forest goals?

Public support provided to the land sector—including agriculture, forestry, and land use—can greatly shape the extent
to which forests mitigate or contribute to climate change, domestically and internationally. Public finance also has an
influence on private sector investment, by creating incentives that drive private finance toward activities to protect and
enhance forests, or to harmful activities. Green forest finance can support forest protection, sectoral research and
capacity building, and economic incentives for leveraging private finance.

International and domestic public finance has, to date, provided the bulk of support to forests. Between the
years 2010-20, governments committed USD 25.3 billion of domestic and international public funding
aligned with forest goals (Figure 3)." During this period, USD 8.3 billion of this total was provided by

" The sum of average annual green funding between 2010-22 and the average annual number of combined pledges (see
section above)

i This total includes international climate-related development finance, and international REDD+ and domestic REDD+
finance. Note that finance estimates cover different timeframes - the majority spanning only between 2010-20.
International development finance includes bilateral and muiltilateral finance commitments made during the period 2010-
2020, as recorded in the OECD DAC External Development Finance Statistics database. International REDD+ includes
REDD+ readiness and implementation finance commitments by NICFI, FCPF, GCF, FIP, ISFL, UN-REDD, REDD Early
Movers, and CBFF between 2010-20, including some more recent figures. Data was obtained directly from contacts, from
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governments, multilateral development banks, and multilateral organizations to activities that promote the
protection, sustainable management, and enhancement of forests.

Figure 3. International and domestic public finance committed to forest activities between 2010-2022, in
billion USD

10.1 billion
domestic REDD+

6.9 billion
international REDD+

CIEIE]
CIEIE!

Total: 25.3 billion USD

Flows of international green finance have increased since 2010 (Figure 4), with a significant period of growth
between the years 2016-19. In 2020, however, finance flows fell by almost half, likely due to countries’
changing budget priorities during the COVID-19 pandemic.® It remains to be seen how and when finance
flows to forests will rebound and when they will pick up in response to recent pledges (see Table 1).

Between 2010-20, multilateral climate funds and bilateral donors committed USD 6.9 billion under the
REDD+ framework (Box 1) Disbursements of results-based payments for REDD+, however, remain slow, with
only a few countries receiving finance and only half of committed finance disbursed. Under REDD+,
governments invest finance for strategies to reduce forest emissions—typically in tropical or subtropical
countries—in three phases: readiness, implementation, and payment for results. Also in 2010-20,
governments in high deforestation countries committed USD 10.1 billion to activities under domestic REDD+

plans.®!

publicly available reports, or from Climate Funds Update. Domestic REDD+ includes government REDD+ finance
commitments made by 16 REDD+ countries that budgeted for government contributions. Data obtained from EPRDs
available on the FCPF website and the finance commitments cover different timeframes.

I Climate Focus compilation of REDD+ readiness and implementation finance commitments (cumulative since 2010)—Data
obtained directly from contacts, from publicly available reports, or from Climate Funds Update. Includes commitments
and disbursements from NICFI, FCPF, GCF, FIP, ISFL, UN-REDD, REDD Early Movers, CBFF.

kK High deforestation countries are those with an annual average deforestation rate that exceeds 30,000ha. Domestic
REDD+ finance allocated in the government investment plans of 16 REDD+ countries.

' Climate Focus analysis of FCPF EPRDs (the 16 countries that budgeted for government expenditures). Note that
investment plans cover different timeframes.
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Figure 4. International climate mitigation finance committed to forest sectors by bilateral and
multilateral providers between 2010-2020, in million USD
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REDD+ is the UNFCCC framework for “Reducing Emissions from Deforestation and Degradation plus conservation,
sustainable management, and enhancement of forest stocks”. REDD+ provides developing country policy makers
with a framework for national (or subnational) climate action in the forest sector. The Warsaw Framework for
REDD+, the Cancun REDD+ safeguards, and other UNFCCC decisions provide high-level guidance for governments
on how to achieve emissions reductions and access results-based finance. Complemented by the requirements and
guidelines of several donor initiatives and standards, these frameworks guide countries in developing the systems
needed for monitoring, accounting, and reporting emission reductions, while also safeguarding and fairly
distributing social and environmental benefits. They also guide countries in setting up the coordination bodies for
REDD+ programs and developing policies that address drivers of deforestation and forest degradation.

Although dozens of governments have initiated REDD+, laying the groundwork for reforms and driving policy
changes, in most cases REDD+ programs have not yet yielded a reduction in deforestation, and only a handful of
countries have received payments for forest emission reductions.® Most REDD+ initiatives are still a long way from
stopping tropical deforestation and have yet to move from a preparatory “readiness” stage to accessing results-
based finance.” Worryingly, developing country governments are behind in initiating the bold sectoral reforms
needed to incentivize the sustainable use and protection of forest, and developed country governments are behind
in delivering payments to disincentivize forest destruction.®

The complexity of REDD+ activities and the capacities required to receive results-based payments have posed
barriers to viability and delivery of REDD+. Meeting donors’ requirements has been challenging as activities to
reduce forest sector emissions have proven to be more complex and expensive than expected.? REDD+ countries
face a multitude of standards, program requirements, price offers, and donor expectations on top of the UNFCCC
frameworks. Standards and programs are—except for the GCF—not the result of multilateral negotiations. Different
standards take diverse approaches to ensuring the environmental and social integrity of REDD+ programs; for
example, setting safeguards, reference levels and systems for monitoring, reporting and verifying emission
reductions.'® Overlapping program requirements create confusion and additional burdens on REDD+ countries.
Furthermore, REDD+ is implemented outside of existing policy frameworks and fails to be integrated into relevant
sectoral policies," despite mechanisms for multistakeholder coordination.™
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Opportunities for “greening” grey finance include making support conditional upon achieving environmental objectives
and removing or redirecting agricultural production support to other public goods and services. Policies for the land
sector can incentivize emission reductions, redirect subsidies away from unsustainable agriculture, improve access to
sustainable agricultural and industrial techniques, and secure land tenure.” Financial supervisors can also drive
investor actions, choices, and risk in alignment with forest goals. Government transparency is needed to understand
how domestic finance supports forest protection and conservation, and which safeguards are in place to prevent
investments in other development activities from negatively impacting forests. In addition, green budgeting, green
taxonomy, and risk assessment tools help to align and redirect finance flows to support forest goals.

Green finance flows dedicated to forest activities are dwarfed by flows of finance to business-as-usual
activities that have the potential to drive deforestation or forest degradation. Between the years 2010-20,
grey public finance flows were estimated to total just over USD 270 billion: USD 257 billion in domestic
finance and USD 13.4 billion in international finance.™ Almost 20 percent of total grey finance flows were
provided to or in high deforestation countries.”

Green budgeting tools are being developed to assess the extent to which budgetary and fiscal policies are
coherent with the delivery of national and international climate and environmental commitments. Green
budgeting involves evaluating the environmental impacts of budgetary and fiscal policies and assessing
opportunities for aligning public investment and taxation with climate goals.'* The Organisation for
Economic Co-operation and Development (OECD) Paris Collaborative for Green Budgeting is working with
governments and experts to define methodologies for aligning national and international budgetary policies.

The EU and Colombia, along with several other governments, are pioneering the application of “green
taxonomy” tools to assess opportunities for green investment. Green taxonomy tools provide a standardized
classification system that identifies projects with environmental objectives and mobilizes public and private
finance to such activities. Both, the EU’s taxonomy' and Colombia’s taxonomy'® were implemented in 2022
and contain technical screening criteria for forest-related activities. The green taxonomy functions as an
investment screening framework to direct finance towards activities that present the least risk and most
benefits to forests.

New risk assessment frameworks are being developed to help financial actors understand the systemic risks
that biodiversity loss and ecosystem degradation pose to their investments. It has been suggested that
financial regulators have both the mandate and authority to ensure that financial flows do not contribute to
the depletion of nature and forests, and financial actors around the world are beginning to embed such
considerations in their decision-making.” Notable examples can be found in the Netherlands,”® France,”®

™ Climate Focus analysis. Domestic finance includes government expenditure on the agriculture and forestry sectors, in
the 41 countries covered by FAOSTAT data. Cumulative 2010-2020. Note that this is likely to be a significant underestimate,
given the high number of missing countries. International finance includes the international development finance
commitments of the 142 countries reported in the OECD Creditor Reporting System database. Finance flows included are:
Agricultural development; Agricultural inputs; Food crop production; Industrial crops/export crops; Livestock; Agrarian
reform; Agricultural services; Livestock/veterinary services; Forest industries. Cumulative 2010-2020.

" Approximately USD 51.2 billion of the grey finance total was provided to or in high deforestation countries. High
deforestation are countries with an annual average deforestation rate that exceeds 30,000ha.
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Brazil,?° Malaysia,? and Chile.?? Regulators, financial authorities and central banks are still working to fill gaps
in understanding how systemic financial risks are associated with ecosystem degradation.?®

One notable development is the recent “Call to Action” by WWF and over 90 other organizations who have
developed a roadmap to help financial institutions embed climate- and biodiversity- related risks into their
mandates. The Call to Action—which particularly targets finance ministers engaging in upcoming summits
such as COP27 and Biodiversity COP15—urges financial actors to become “nature-positive” by 2030 and
achieve net-zero emissions by 2050. Proposed actions include making monetary policies and regulatory
instruments better reflect environmental economic costs, and requiring all regulated financial institutions
publish credible transition plans for biodiversity and climate change.?*

Protecting IPs and LCs’ land rights is an evidence-backed climate change solution that costs a fraction of other
mitigation options. Policies and laws that recognize the tenure and governance rights of forest communities are
essential for securing forest protection. Global finance needs for securing land rights for IPs and LCs to enable forest
mitigation activities are estimated at USD 8.9 billion in total, equal to just over USD 315 million per year between now
and 20507° IPs and LCs’ needs represent only 1.4 percent of the total public climate finance provided in the years 2019-
20.26

IPs and LCs receive far less funding than their estimated finance needs for securing tenure rights and
preserving the ecosystems in their territories. Rainforest Foundation Norway (RFN) estimated that projects
supporting Ipand LC tenure and forest management received approximately USD 270 million per year on
average during the period 2011-20.27 Of this total, it was estimated that only 11 percent was provided to
projects that advanced tenure security—meeting only 3 percent of the financial needs identified by the
Rights and Resources Initiative (RRI) for transformational tenure reform. Additionally, most finance provided
to IP and LC tenure and forest management activities passes through larger intermediaries, creating risks
that only a small portion of finance reaches IP and LC beneficiaries. In RFN'’s analysis of donor transactions to
approximately 1,656 IP and LC organizations, only 17 percent of projects included the name of an IP and LC
organization in the project implementation description.

Governments, multilateral institutions, and private foundations should prioritize the establishment of new
and direct finance mechanisms for these activities and should codesign these mechanisms with IP and LC
groups. To guarantee that forest conservation and restoration activities are sustainable and transformational,
financial (and non-financial) benefits must equitably flow to different stakeholders involved, particularly IPs
and LCs, through the design and implementation of benefit sharing arrangements. These arrangements
must ensure that forest conservation and restoration activities provide net socioeconomic benefits to
affected stakeholders by requiring deep and significant participation; broad and inclusive representation;
transparency and accountability; respect for rights including free, prior, and informed consent (FPIC);
adequate compensation; and adaptive management.

2. Have private companies made finance flows consistent
with forest goals?

Private finance has considerable leverage power to steer commodity production onto a sustainable trajectory and
enable forest protection and conservation. This section assesses the extent to which private investment is being
directed into activities that increase the sustaina bility of commodity production and forest management, whether
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through targeted green investment or by adding forest safeguards to financial flows. A 2016 estimate from Vivid
Economics states that it would take USD 160-233 billion in direct investment and trade finance each year to make four
of the major forest-damaging commodity supply chains—cattle, soy, palm oil, and pulp and paper—deforestation-
free.?8

The limited data that are available suggest that the magnitude of private green finance reaches several
billion USD, a fraction of what is needed. In our 2017 report, the Assessment Partners estimated the
cumulative private sector investment in forest-related subsectors amounted to USD 3.3 billion over the
period 2009-15.2° A more recent estimate suggested that the private sector now spends an average of USD 7
billion per year on sustainable supply chains alone*° Other private funding is also being channeled into
sustainable land practices through public-private partnerships, with an estimate from 2020 suggesting these
partnerships account for at least USD 683 million globally.®' On the philanthropic side, of the average annual
USD 1.3 billion channeled to climate change mitigation between 2015-20, only around USD 95 million
annually was dedicated to direct forest activities.®

Private finance flowing to grey investments is equally hard to quantify. Anecdotal evidence suggests that, as
with public investment, it dwarfs green finance flows. Non-profit Global Canopy reported that the top 150
financial institutions included in their 2022 Forest 500 assessment provide USD 7.1 trillion to the 350
companies with the greatest influence in forest-risk commmodity supply chains.®*? It is worth noting that
given the limited scope of this estimate, comprehensive figures are likely to be of much larger magnitude.
Another report indicates that between 2015-20, global meat and dairy companies—some of the largest
contributing industries to tropical deforestationP—received over USD 478 billion in financing from private
financial entities.®*

Most of the major financial institutions exposed to deforestation do not have any deforestation safeguards
for their investments.a In 2021, this represented more than USD 2.6 trillion in investments in high
deforestation risk commmodities that are not covered by a forest conservation policy.*®

3. Are carbon markets contributing to forest finance?

Private sector actors have multiple opportunities to invest in nature conservation and restoration, including
market-based options such as participation in carbon markets with forest-based credits, and non-market
options such as support for implementation of jurisdictional or landscape-scale sustainability activities. In the
absence of data on private sector direct investments in jurisdictional and landscape approaches, we are
unable to assess those contributions. However, data is available for finance flowing through carbon markets;
therefore, this section assesses progress toward leveraging carbon markets for forest goals.

© Global Canopy identifies and assesses the 150 financial institutions providing the most finance to the 350 companies with
the greatest exposure to tropical deforestation (as identified by the Forest 500 assessment). This figure  includes
shareholdings, loans, underwritings, and bondholdings.

P Cattle rearing alone has been estimated to account for 36 percent of tree cover loss associated with agriculture occurring
between the years 2001 and 2015. See WRI (2018) Global Forest Review: Deforestation Linked to Agriculture. Available at
https://research.wri.org/gfr/forest-extent-indicators/deforestation-
agriculture?utm_medium=blog&utm_source=insights&utm_campaign=globalforestreview.

9 1n Global Canopy's 2022 Forest 500 assessment, 93 of the 150 financial institutions most exposed to deforestation do not
have a single deforestation policy covering their investments in companies in the highest forest-risk commmodity supply
chains.
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The voluntary carbon market (VCM) allows companies, private entities, and governments to purchase carbon credits
generated by a wide range of emissions mitigation projects, certified by an array of crediting standards and programs.
While decarbonization through direct emission reductions in company and institutions’ own value chains should be
prioritized, carbon credits can—according to net zero frameworks such as the SBTPé—be used for compensating or
neutralizing residual emissions that cannot yet be mitigated or to finance additional climate mitigation beyond their
science-based emission reduction targets. Using a carbon price that includes the social and environmental costs of
emissions, purchasing high quality credits can finance additional reductions while contributing to and supporting
future climate solutions.>” With adequate levels of ambition, integrity and strategic alignment, carbon credits can
provide a source of funding to support the development of jurisdictional REDD+ programs and to catalyze
implementation and results at scale.

Finance flows generated by the VCM still remain miniscule compared to the (up to) USD 460 billion per year
in finance needs estimated for the protection, restoration, and enhancement of forests globally.>® The
numbers are however growing quickly with the values traded in just the first half of 2021—USD 544 million—
equating to more than double the 2020 total.*

Demand for nature-based carbon credits from project-scale and jurisdictional-scale activities has grown
significantly in recent years. The volume of carbon credits traded in the VCM exploded in 2021, reaching a
total of more than 354 megatons COz-equivalent (Mt CO2e), 89 percent more than in 2020.4° This growth was
primarily driven by the increasing number of companies using carbon credits to meet their net zero
commitments or to contribute to mitigation beyond their targets. Alongside voluntary net-zero
commitments, a variety of sectoral- and non-governmental organization (NGO)- led initiatives have emerged
in recent years to support companies in the limited use of certain credits to offset residual emissions, in line
with SBTIi." Increased interest in jurisdictional REDD+ means that the issuance of credits may further increase
in coming years. Issuances elsewhere are already rising to meet—and possibly exceed—current demand,
with Gabon set to issue over 90 million REDD+ credits, and Belize a further 6 million in the coming year.*

Forestry and land use carbon credits have gained considerable prominence in the VCM, accounting for over
45 percent of all credits issued in 2021.42 Of these credits, approximately 56 percent were generated from
avoided deforestation projects, 27 percent from avoided conversion, 13 percent from afforestation and
reforestation, and 3 percent from improved forest management projects.>** Forest carbon credits were
transacted nearly 2.7 times more than in 2020, amounting to a total 160 MtCO2e over the full course of the
year.*4

The average price at which such credits were sold in the VCM during 2021 was estimated at between USD 4.7
and USD 15 per ton of CO2.4° This price is far below the cost range economists recommended for meeting the
Paris Agreement’s 1.5-2 degree C target, which ranges between USD 50 and 250 per ton of CO2.4¢ Cheap
forest and land use carbon credits are unlikely to cover the true cost of impactful conservation and
restoration activities; nor can they generate adequate levels of income for implicated communities on the
ground.

"Examples include the UNFCCC's Race to Zero initiative, which now hosts 5,235 company commitments, and the Glasgow
Financial Alliance for Net Zero, a coalition of financial institutions representing around 40 percent of global banking assets
that have now made such commitments.

*The remaining 1 percent were related to carbon sequestration in agriculture, reduced emissions in agriculture, and
wetland restoration.

THEMEZ3:FOREST DECLARATION ASSESSMENT 16



Credits in the land and forest sector have historically been criticized for issues related to additionality,
permanence, baselines for measuring emission reductions, and adverse impacts on IPs and LCs. Skepticism,
not just around forest and land use credits, has spurred the development of integrity initiatives in recent
years. These initiatives aim to help projects meet quality standards, such as demonstrating clear
additionality, and robust baselines to accurately quantify emission reductions or removals. Examples include
the Integrity Council for the Voluntary Carbon Market, which is currently developing guidelines to promote
higher quality and standardization of the market; and the Voluntary Carbon Markets Integrity Initiative
(VCMI), a multi-stakeholder platform developed to drive credible, net-zero aligned participation in the
market. Credits from the land sector remain attractive to voluntary market buyers with net zero targets that
depend on removals to neutralize emissions that cannot yet be mitigated through direct measures. For
example, energy sector companies—primarily large oil and gas companies—continue to be the biggest
purchasers of forest and land use carbon credits, responsible for approximately 70 percent of all carbon
credits purchased between January and September 2021.

Similarly, compliance markets allow entities covered by mandatory emission reduction commitments to buy carbon
credits to meet their obligations. This includes national obligations under international agreements such as the Paris
Agreement; obligations imposed by certain sectors such as the Carbon Offsetting and Reduction Scheme for
International Aviation (CORSIA); and obligations imposed by domestic laws, such as a national emissions trading
scheme (ETS) or carbon tax.

The overall contribution of compliance schemes to forest finance is small and is likely to remain so in the
near future. Only 10 percent of the carbon credits issued globally in 2021 came from schemes that allow
carbon credit use from forests.“” The carbon crediting mechanism for the aviation sector, CORSIA, is often
cited as a potential driver for future carbon credit demand. Yet, in light of a decision to set the baseline at
2019 emissions only rather than the average of both the years 2019 and 2020, it is likely that demand for
(nature-based) carbon credits fromm CORSIA will remain low.48

New rules for international carbon markets under the United Nations Framework Convention on Climate
Change (UNFCCC) were defined at COP26 in 2021, potentially opening opportunities for channeling forest
finance in the long term. COP26 saw the finalization of the Paris Agreement Article 6 rulebook, which
provides clarity on how compliance markets can contribute to meeting NDC goals as well as enhance
climate ambition through voluntary cooperation. The rulebook sets the conditions for the international
trading and transfer of emission reduction units by enabling two market-based mechanisms (Article 6.2 and
Article 6.4). Regulations outlined so far suggest these mechanisms will be relatively accommodating for
forest and land use (FLU) projects. Unlike the Clean Development Mechanism (CDM), they do not explicitly
exclude emission reductions from avoided deforestation and avoided forest conversion. Some uncertainty
remains, however, over the eligibility of credits generated from emissions avoidance activities—a decision
which will be made at COP27.%° Thus, while experts hope that Article 6 can become a successful mechanism
for leveraging finance into FLU activities, it remains to be seen how final regulations will shape the quantity
and quality of internationally traded FLU carbon credits.
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Theme 4 of the Forest Declaration Assessment covers forest governance systems and the extent to which
they support the goal of halting and reversing forest loss and land degradation by 2030. Elements of forest
governance assessed include legal, policy, and institutional frameworks on sustainable management and
protection of forests; demand-side measures and international engagement; law enforcement; tenure
security, rights protection, and empowering Indigenous Peoples and local communities; and transparency,

public participation, and access to justice. This report builds on previous NYDF Progress Assessment reports
on NYDF Goal 10.
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Key Messages

With only eight years left to reach the 2030 goals on curbing deforestation and degradation,
governance of forests and forest lands is not yet strong enough. Robust legal and policy instruments
such as moratoria, strengthened enforcement capacity, smart conservation policies, and improved
transparency and accountability are effective in protecting forests. There have been remarkable
reductions in deforestation since 2004 in Indonesia, Ghana, Céte d'lvoire, Gabon, Guyana, and Brazil in
periods when these policy tools were employed. Yet, some of these achievements have been reversed—
notably in Brazil—or are at risk of being reversed as countries phase out or roll back policy gains through
recent and proposed amendments.

In some countries, reforms and new initiatives have strengthened legal and policy frameworks
governing forests and land use. Jurisdictions such as the Republic of the Congo and the United States
have recently developed laws and policies to protect and sustainably manage their forests more
effectively. Others, like the European Union (EU), Australia, Vietnam, and China are expanding on their
demand-side regulations by developing laws addressing import of forest-risk commmodities and
enhancing traceability in the forest sector. However, most of these proposals lack sufficient detail, are in
early stages of development, or have yet to be implemented at a sufficient scale to curb deforestation in
line with the 2030 goals.

A growing number of countries have adopted more inclusive approaches to policy development,
implementation, and enforcement, reflecting both increasing capacity and expertise within civil society
and government recognition of the value of forest protection. This has led to improvements in policies
and laws, and enhanced accountability of government and the private sector in the Republic of the
Congo, Ghana, and Cameroon.

Law enforcement has also improved in a few tropical forest countries. For example, law enforcement
has improved detection of illegal timber from Lao People's Democratic Republic and contributed to
reduced deforestation in Indonesia. However, in other countries, law enforcement has been weakened
and gaps have been created in the existing legal frameworks, preventing effective enforcement.
Furthermore, corruption is widespread in many forest areas, facilitating illegalities in forests and illegal
trade in timber.

Finally, tenure insecurity is persistent in many countries, with at least 50 percent of the lands and
territories held by Indigenous Peoples (IPs) and local communities (LCs) still not legally recognized.
Reforms in Congo Basin countries such as the Republic of the Congo and Democratic Republic of the
Congo (DRC) have strengthened the recognition and protection of IPs and LCs' rights. However, other
major tropical forest countries have weakened the legal protection of IPs and LCs’ rights through
regulatory and legislative changes or have not accelerated implementation of policies and laws to
recognize of IPs and LCs’ forests, lands, and waters. IPs and LCs still face violations of their rights and
territories, as well as violence and marginalization.
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Recommendations

Governments must take urgent steps to strengthen forest governance, including:

e Address weaknesses, overlaps, and ambiguities in forest legal frameworks; clarify unclear
and overlapping laws, regulations, and institutional mandates; streamline legal
frameworks in the forest and non-forest sectors; and improve the enforcement
authorities' capacity to understand the law.

e Halt and reverse the weakening of legal frameworks and institutional capacities.
Governments should carefully assess the long-term implications of recent rollbacks for
sustainable development and forests. This includes recent amendments and new laws
that undermine forest protection and reforms that weaken environmental and social
protections in the wake of COVID-19.

e Secure IPs and LCs' land tenure rights by developing and implementing clear and
coherent laws that formally recognize and protect these rights.

e Implement inclusive processes for forest governance, including by embedding the
participation and inclusion of forest-dependent commmunities in forest decision-making
into the legal frameworks, ensuring that IPs and LCs are consulted on and have
consented to decisions about their forest lands through a process of FPIC. More broadly,
ensure participation of non-state actors in policy and law-making and implementation,
land-use planning, law enforcement, and forest monitoring.

e Address regulatory weaknesses and ensure the proper implementation of protected
areas legislation and environmental and social impact assessments (ESIAs). Proper
implementation of ESIAs includes consideration of all direct, indirect, and cumulative
negative impacts on forests and the people dependent on them, and prioritizing
avoidance of these impacts in accordance with the mitigation hierarchy.

e Increase checks and balances to combat corruption in the land and forest sector. This
requires, for example, limiting government officials' discretion in approving concessions;
adopting robust rules to avoid conflicts of interest; implementing robust timber legality
assurance systems and due diligence requirements; and ensuring compliance with or the
strengthening of transparency laws.

e Strengthen enforcement by allocating sufficient resources to enforcement agencies,
strengthening international cooperation, and empowering civil society and communities
in monitoring.

e Strengthen land-use planning, including evidence-based spatial planning analyses and
processes for allocation of concessions and ESIAs, in alignment with forest goals.
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Introduction

1. Why look at forest governance?

Governance generally refers to structures and processes that enable and ensure different stakeholders
engage in decisions affecting their livelihoods in an inclusive, transparent, and accountable manner.
Governance encompasses clear and equitable legal frameworks, effective institutions, rule of law, and
oversight of government decisions by non-state actors. In the context of this report, forest governance covers
the following elements:

e The legal, policy, and institutional frameworks and processes that govern the sustainable
management, use, and protection of forests.

e Transparency, inclusiveness, and participation of non-state actors in the development and
implementation of legal and policy frameworks.

e Therule of law in forest-related matters, including the implementation and enforcement of laws
and access to justice for those wronged by forest-related decisions.

e Management and regulation of the demand and consumption of forest and non-forest products
linked to deforestation and forest degradation.

¢ Empowering and protecting the tenure security and rights of Indigenous Peoples (IPs) and local
communities (LCs).

Effective forest governance results in clear policy and legal frameworks that enable meaningful participation
by all groups, hold governments accountable, and advance action toward the achievement of shared goals.
In the context of this report, such goals include forest protection, improved land tenure, and access to

natural resources. Evidence suggests that weak forest governance can be harmful, not just for forest
landscapes and their ecosystems, but also for societies—particularly those who are most dependent on forest
lands, including IPs and LCs, poor people, and other marginalized groups. Case studies show that robust
governance systems have successfully contributed to reducing deforestation; for example, in Brazil between
2004-12, Indonesia since 2016, Ghana in 2021, and Gabon since 2018 (see case studies in the Theme 1 report on

Overarching forest goals).

Globally, a significant share of deforestation and timber harvesting is done illegally, pointing to the essential
need for effective enforcement. A recent study' also found that from 35 to 55 percent of tropical forest land
cleared for agriculture remains unused in subsequent years. This can be explained by land speculation,
unsuitability of the land for cultivation, conflict over or unclear tenure, claims that the land will be used for
agriculture that serve as a vehicle for illegal logging, or market fluctuations that make farming financially
unattractive. The frequency with which land is deforested and then not used could be reduced through
more effective forest governance.

In a world where voluntary pledges are increasingly used to communicate actors’ intent to work collectively
toward the 2030 forest goals, effective forest governance is essential for ensuring that actions are aligned
toward a common objective.

2. What has been pledged on forest governance?

Through the Glasgow Leaders’ Declaration on Forests and Land Use, 145 countries accounting for over 90
percent of the global forested area have pledged to work collectively to halt and reverse forest loss and land
degradation by 2030. Soon after the declaration was made at COP 26, governments and organizations
pledged USD 1.7 billion to support the advancement of IP and LC forest tenure rights and recognition of their
forest guardianship through the IPLC Forest Tenure Joint Donor Statement. Another USD 12 billion was
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pledged by countries to support strengthening of forest and land governance and clarifying of land and
forest tenure rights of IPs and LCs, among other actions (Table 1).

Table 1. Examples of pledges and other initiatives to improve forest governance

Pledge or
Initiative

Glasgow
Leaders’

Declaration on

Forests and
Land Use

IPLC Forest
Tenure Joint
Donor
Statement

The Global
Forest Finance
Pledge

Description

145 national governments endorsed
this declaration with an overarching
goal to halt and reverse forest loss and
land degradation by 2030. Among the
six themes included in its scope are
elements of governance such as
empowering communities while
recognizing the rights of Indigenous
Peoples (IPs) and local communities
(LCs) in accordance with relevant
national legislation and international
instruments; redesigning agricultural
policies and programs, and ensuring
robust policies and systems are in
place to accelerate the transition to an
economy that is resilient and advances
forest, sustainable land use,
biodiversity and climate goals.

Signed by 23 countries and
philanthropic organizations, the
signatories pledged USD 1.7 billion in
2021-2025 to secure and strengthen
IPs and LCs tenure rights and the role
of IPs and LCs as guardians of forests
and nature. This includes providing
support to IPs and LCs, including for
collective governance structures and
management systems, and for
mapping of community tenure rights
and registration as well as support to
national land and forest tenure reform
processes and their implementation.

12 countries pledged USD12 billion for
forest-related climate finance between
2021-2025. Funding will be provided for
technical and financial cooperation for
capacity building, as well as for other
activities that support and strengthen
forest and land governance such as
clarifying land tenure and forest
rights for IPs and LCs.

Intermediate targets
and progress
reporting

Endorsers will take stock
starting at COP 27 in
2022. No public
information is available
about the planned format
or frequency

The signatories will
annually report on the
pledge progress,
including updates on
how funds are being
spent. The first report will
be published at COP 27

No public information
available about reporting
plans

Final target

Halt and reverse
forest loss and
land degradation
by 2030

USD 1.7 billion by
2025

USD 12 billion by
2025

The pledges listed above include some references to the urgent need for improved forest governance. For
example, they highlight the need for enhanced international engagement, improved legal and institutional
frameworks, and recognized rights of IPs and LCs. Despite the importance of transparency, participation, and
access to justice, as well as improved law enforcement, these issues are not well-covered in the existing
landscape of pledges. Overall, the critical need for strengthening or reforming forest and land-use
governance is given little attention.
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One year after their adoption, it is too early to assess progress under these pledges. While the Glasgow
Leaders' Declaration plans an annual stocktake of progress, neither the IPLC Forest Tenure Joint Donor
Statement nor the Global Forest Finance Pledge have yet, as of the time of drafting this report, to implement
a regular reporting mechanism.

3. How does this report assess progress?

We assess the state of forest governance and progress of governments across a range of “building blocks”
that will be essential to create coherent, effective, equitable and enforceable governance for forests and
forest lands by 2030.

Achieving the 2030 goals requires coherent, effective, equitable and enforceable legal and policy
frameworks—that is, frameworks that consider the varied needs and priorities of a country’s citizens,
including its most marginalized. Achieving this requires capable institutions and inclusive processes, and
mechanisms for policy development, implementation, and enforcement.? Monitoring the implementation
and impacts of laws and policies—including independent, third-party monitoring—is a key feature of robust
governance systems. Monitoring enabling governments to respond and adapt laws and policies
appropriately when challenges arise.

Figure 1illustrates the building blocks assessed in this report. To be “on track” to achieve the overarching
2030 forest goals, a critical mass of these building blocks must be—at least—initiated at scale by
governments.

Figure 1. Building blocks for forest governance

Effective demand-side
regulations that are implemented
and enforced and international
engagement to address
deforestation

Clear, equitable and effective
legal, policy and institutional
frameworks on sustainable

management and protection
of forests

Effective law enforcement
mechanisms that ensure detection,
prosecution, and enforcement of
penalties on forest crimes and
tackling corruption

Guaranteed transparency
and public participation in
forest-related decisions

and access to justice

Clear and coherent laws that
guarantee land tenure security

of IPs and LCs, protection of the
rights and empowerment of IPs
and LCs

This report builds on and draws from previous NYDF Assessment reports on forest governance,
complemented by updated datasets, where available, and by additional literature review. The Assessment
Framework underlying this report draws from and is inspired by the Chatham House forest governance and

legality assessments, where policies and interventions are assessed for their existence, quality of design, and
level of implementation. A recent Chatham House report on illegal logging and related trade also
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contributed valuable information.®* Additional information came from reports from Forest Declaration
Assessment Partner organizations and other institutions as well as a diversity of other sources.

Illustrative examples and case studies have been included from country-level assessments of progress? that
were conducted as part of the 2022 Forest Declaration Assessment. Though this report aims to assess
progress globally, it contains relatively more information on tropical forests and developing countries, in part
due to a trend in available data and literature. Future assessments will continue to aim for more
comprehensive coverage globally.

a Countries assessed were Cambodia, Cameroon, Canada, Colombia, Democratic Republic of the Congo,
Dominica, Ecuador, Gabon, Indonesia, Kenya, Liberia, Republic of the Congo, and Vietnam
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Findings

Establishing robust governance is at the core of government action to achieve the 2030 forest targets.
Although there have been some areas of improvement, goals countries have made insufficient progress in
improving forest governance systems and the rule of law to be on track to reach the 2030 goals. The
insufficient progress shows in the numbers: at least 32 million hectares of commmercial agriculture-driven
tropical deforestation from 2013-19 was illegal, as were at least 15 percent of timber exports over last two
decades.* The UN Environment Programme has reported that illegal logging accounts for between 15 and 30
percent of global timber trade, and a larger 50 to 90 percent of trade from tropical countries.>

A few countries have made exceptional progress in reducing deforestation or keeping deforestation low, and
good governance has been key to this success. For instance, Gabon reduced deforestation by 28 percent in
2021 relative to 2018-20 deforestation rates by implementing measures to combat illegal logging and
enforcement of protected areas (see Theme 1 report on overarching forest targets). Indonesia also reduced
deforestation following the implementation of moratoria and improved enforcement measures (see sections
1and 3 below). In Brazil, the decline in deforestation rates between 2004 and 2012 has been partly attributed
to the coordinated implementation of the Action Plan for the Prevention and Control of Deforestation in the
Amazon region (PPCDAM), which included the creation of protected areas and effective monitoring
systems.®

1. Legal, policy, and institutional frameworks and
mechanisms for protection, sustainable use, and
management of forests

Achieving forest goals requires that countries develop coherent laws and policy instruments governing forests and land
use and that these are effectively implemented and enforced. This includes having processes and mechanisms in place
to enable stakeholders to shape laws and policies, and to allow civil society to support implementation and monitor

effectiveness.

Governments are using a range of legal and policy instruments to influence forest and non-forest land use,
such as moratoria, protected areas, environmental and social impact assessments (ESIA) and land use
planning (Table 2). However, the impacts of these instruments have been mixed. Where the instruments
have been designed and implemented through sufficient participation, they have contributed to reducing
deforestation and curbing illegalities in forests. For example, a timber export suspension in Lao People’s
Democratic Republic (Lao PDR) led to a significant drop in trade and export of illegal timber.” In Brazil, the
Amazon Soy Moratorium (ASM)—initiated by civil society and companies, and later supported by the
government—was found to have a substantial effect on deforestation rates. From 2006-16, the first decade
after ASM's adoption, deforestation rates on soy-suitable land declined.? Some of the success factors for the
moratoria were high-level support, centrally coordinated implementation, and strong enforcement (See case

study in Theme 2 report on Sustainable production and development).®

While countries and territories representing 99 percent of the total forest area have legislation and policies
aimed at sustainable use, management, and protection of forests,° the effectiveness and implementation of
the laws and policies related to forests and forest lands are often insufficient. A 2018 assessment by Chatham
House suggests that, across 19 major forest and consumer countries assessed, the quality of forest legal and

THEME 4: FOREST DECLARATION ASSESSMENT 8


http://www.forestdeclaration.org/resources/sustainable-production-and-development-theme-2-assessment

institutional frameworks was no better than ‘fair,’® on average. Significant forest countries like the
Democratic Republic of the Congo (DRC), the Republic of the Congo, and Papua New Guinea (PNG) have
shown little progress and scored poorly on quality and implementation of legislation, and no countries
scored ‘very good.™

Table 2. Examples of common instruments to influence forest outcomes

Declaring moratoria on logging activities or concessions in forest areas is a common instrument that
governments use to influence forest and non-forest land use. Moratoria can help to reduce
deforestation and/or degradation if they are well designed and adequately implemented. Particularly,
where the laws governing forests in a country are unclear or conflicting, moratoria can create the
enabling conditions to strengthen enforcement efforts.”?

A key success factor for moratoria is high-level support for the measure. In 2011, the Indonesian Ministry
of Forestry declared a moratorium on primary forest and peatland concessions, but it was weakly
enforced.” In 2016, the President issued an additional moratorium on peatland drainage that was much
more successful. It was followed by a series of implementing regulations that enabled action to be

Moratoria

taken and stronger enforcement.' In 2019, the president made permanent the moratorium on clearing
primary forests and peatlands. However, the moratorium excludes 18% of primary forests, 10% of
peatlands, and areas that were covered by permits in 2011, such as for palm oil."”® The moratorium also
lacked consequences for violations.'®

In Lao PDR, support from the Prime Minister was a key factor to the partial success of a timber export
suspension in 2016."7 lllegal trades experienced a significant drop in exports after the moratorium was
declared, but legislative loopholes left conditions for large-scale logging to continue.’®

Environmental and social impact assessments (ESIAs) can, in principle, have a significant positive
impact on large-scale infrastructure projects and extractive industries. They are one of the first steps of
exploring mitigation strategies for land use planning and project development. Based on the risks
identified, decision-makers can develop management plans and set out mitigation measures.”

ESIAs are a regulatory tool with great potential, but they are often poorly designed and weakly
enforced. In most cases, they also suffer from poor coordination between multiple site-level
assessments. For example, in Liberia, Guinea, and Brazil, there is evidence of overlapping concessions
with varying levels of ESIA implementation and uncoordinated development in areas with high road
density and forest fragmentation.?°

Before approving projects in mining, infrastructure, and other sectors that drive deforestation, most
governments require project developers to conduct ESIAs. However, this requirement often does not
prioritize forest loss, nor consider all the impacts a project can have. For example, in Malaysia, ESIAs for
infrastructure projects only expect developers to consider potential local impacts within a limited
spatial scale, without requiring assessment of any potential indirect risks.?' In most countries,
companies developing mining or infrastructure projects need only to present ESIAs when they apply
for a license to operate, after an exploration has been completed. This reduces the potential of ESIAs to

Environmental and social impact assessments

influence licensing authorities and leads to less effective controls.??

b On a scale of failing, wealk, fair, good, and very good
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Governments worldwide use protected areas as a tool for both conservation and the sustainable use of
forests. More than 700 million hectares (18 percent of global forests) are classified as protected areas.?
This figure is increasing. Through the High Ambition Coalition, many countries have committed to
increase protected areas in line with the goal to protect a minimum of 30 percent of land and ocean by
2030.

However, the last two decades have seen a rise in protected area downgrading, downsizing, and
degazettement (PADDD). Industrial-scale resource extraction and development (including
infrastructure and mining) are responsible for 61 percent of PADDD. 74 countries have enacted more
than 4,400 PADD events since 1892. Most of the almost 52 million hectares subjected to PADDD
between 1892 and 2018 were downgraded since 2000. The emerging hotspots of PADDD are the
United States and Brazil.?* Governments have tempered with regulations for another 166 million
hectares.?®

Protected areas

One-third of protected areas are under intense human pressure. This pressure is caused mostly by
informal and illegal activities by small- and large-scale actors.?® Implementation of protected area
legislation has varied across countries, and enforcement is often weak. If appropriately designed and
gazetted, and properly enforced, protected area status can limit forest conversion and degradation,
while supporting sustainable livelihoods, increasing forest carbon stocks, and contributing to natural
regeneration.

An inclusive and equitable approach to land use planning and implementation is required to ensure
alignment between sustainable development and forest protection and conservation. Most forest
countries have land use plans and regulations. However, governments struggle to reconcile land uses
and priorities that are not compatible. Inclusive land use planning approaches consider these
competing objectives and ensure an equitable approach to sustainable development that

incorporates, social needs, livelihoods, and environmental protection.

Some countries have adopted land use regulation and spatial zoning to balance conservation and

development at both national and sub-national levels, such as in Southeast Asia and in the Amazon. In
Vietnam, the Law on Planning 2017 provides a clear principle on land use planning across national and
sub-national levels that harmonizes cross-sectoral planning and priorities.?” In Colombia, the territorial

Land use planning

zoning regulation calls for the zoning of forestry reserves in the Amazon region.?® In Central Africa, the
Central African Forest Initiative (CAFI), is supporting DRC and Gabon in reforming land use planning to
incorporate forest preservation.?? As a result, a new land use planning policy was adopted in DRC in
January 2020, and a Land Use Planning Law is being considered by Parliament.*°

Lack of clarity, as well as overlaps and inconsistencies, are common issues of legal frameworks governing
forests and land use in developing countries. There are considerable inconsistencies in sectoral laws, such as
in Liberia and Suriname, where laws include robust protections for forests, including protected forest areas
that cannot be converted but, at the same time, agriculture and mining laws do not restrict access to any
land for agricultural and mining concessions and allow miners to clear forested land for mining activities.
Sectoral laws in Liberia also create contradictory institutional responsibilities. For example, under the
Minerals and Mining Law, the Minister responsible for mines has authority to allow the clearing of trees and
shrubs necessary for the mineral rights holders' activities outside the boundaries of their licenses. This
contradicts the National Forestry Reform Law, which designates the Forest Department Authority as the
entity responsible for all matters concerning the use of forest, meaning that any clearing of trees and shrubs
requires the permission of the forest department.3 Similarly, in Indonesia, there are overlapping mandates
between the central and provincial governments on issuance of permits for agricultural developments,
which has reportedly facilitated corruption.*?
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Furthermore, while some developed countries and emerging economies recently developed policies and
strategies to promote sustainable management and conservation of forests, the policies contain insufficient
targets and lack sufficient details to fully support their implementation. Three examples come from the
European Union (EU), China, and the United States (U.S.):

e The EU’s Forest Strategy published by the Commission in July 2021 aims to improve the quantity
and quality of forests within the EU Member States’ by promoting sustainable management of
forests with accompanying financial incentives and developing a legally binding instrument for
ecosystem restoration.?®* The strategy has, however, failed to address all aspects of sustainable
forest management and lacks quantified targets.

e In August 2021, China released its Forestry and Grassland Protection and Development Plan
(2021-25), which includes measures to promote governance, the comprehensive reform of
collective forest rights, and the reform of state-owned forest farms and state-owned forest areas
with an objective to reach a forest coverage rate of 24.1 percent by 20253 Some conservationists
argue, however, that the plan sets an insufficient goal of protecting 18 percent of the country’s
land area by 2025, and that this target should be raised to 25 percent by 2030.3°

e In April 2022, the President of the U.S. signed an Executive Order to expand federal efforts to
address deforestation and forest conservation, specifically to safeguard mature and old-growth
forests as well as build in-country and international partnerships to tackle deforestation 3¢
Although the Executive Order maps out the current administration’s ambition to
comprehensively address forest conservation, it lacks details and targets to implement the main
goals.

There have been notable developments in the last three years as major tropical forest countries developed
laws and policies to enhance traceability in the forest sector. For example, the Republic of the Congo
promulgated Forest Code Law No. 33 in 2020 to ensure more sustainable management of forests (see Box 2).
The law provides for a process of verification of the legality and traceability of forest products and makes it
compulsory for logging companies to “certify the administration of their managed concessions or the legality
of the products that are exploited there."’

However, ambiguities in these laws and policies, if not clarified, will create obstacles for their effective
implementation and enforcement. For instance, in Vietnam, a major importer and processor of timber
products, issued the Timber Legality Assurance System Decree in 2020 to ensure legality in the supply chain.
The scope of the decree is, however, insufficient as verification of wood origin applies only to exporters.®®

While some countries strengthened their legal frameworks and policies governing forests, major forest
countries risk their previous achievements in reducing deforestation by amending and introducing laws that
undermine forest protection. A 2019 assessment of nine major tropical countries® found that most countries
assessed had made progress in strengthening their legal and institutional frameworks on forests over a
period of five years*® Ghana, for example, rolled out a national timber licensing system; the Republic of the
Congo enacted a forest law; and Indonesia made the Forest and Peatland Moratorium permanent (see Table
2).

Indonesia has seen a continuous reduction in deforestation since 2017, and a sizeable reduction of 0.26
million hectares (-25%) in deforestation in 2021 in comparison to 2020 (see the Theme 1 report on Overarching

forest goals).“° The decline in deforestation has partly been linked to the implementation of legal

¢ The countries assessed were Brazil, Cameroon, DRC, Ghana, Indonesia, Lao PDR, Malaysia, Papua New Guinea, and the
Republic of the Congo

THEME 4: FOREST DECLARATION ASSESSMENT 11


http://www.forestdeclaration.org/resources/overarching-forest-goals-theme-1-assessment
http://www.forestdeclaration.org/resources/overarching-forest-goals-theme-1-assessment

instruments such as the Palm Oil Moratorium, the moratorium on primary forest and peatland conversion,
improved fire monitoring and fire prevention efforts, and enhanced law enforcement.#

However, a 2021 study showed that Indonesia, as well as four other tropical forest countries—Brazil, Colombia,
the DRC, and Peru—have rolled back social and environmental regulations in recent years.*? In Indonesia, the
government has made a series of reforms that have weakened safeguards on forest protection, such as the
enactment of the Omnibus Law on Job Creation (Box 1).** Five provinces in Indonesia could lose all their
natural forests by 2056 if the Omnibus Law on Job Creation is implemented.** The Indonesian government
also did not renew the Palm Oil Moratorium, which expired in September 2021. The moratorium had imposed
a three-year ban on new licenses for palm oil plantations. With the moratorium no longer in place, the

To facilitate economic investment and job creation, Indonesia enacted the Omnibus Law on Job Creation. The
law amends 76 laws, including environmental protection and forest laws. Key features include:

. Removing the minimum requirement of 30% forest cover in Indonesian islands, leaving it up to each
regional government to determine the forest area that should be maintained to prevent environmental
degradation. Without the minimum requirement, widespread conversion of forests could occur.

e  Removing strict liability for businesses whose concession areas burned, making it harder to prove and
prosecute companies that set their lands on fire for clearing. Previously, companies were liable for forest
fires in their concessions even without proof of the company's fault—known as strict liability. According to
Greenpeace, clearing forests for commercial purposes has led to 4.4 million hectares being burned
between 2015 and 2019 in Indonesia and the removal of strict liability is likely to increase this rate of
destruction.4®

. Placing new restrictions on actors involved in environmental assessment processes and consultations
related to land use. It stipulates that only stakeholders directly affected by a proposed land use activity
will be relevant to the environmental assessment process, neglecting wider community participation in
most of the decision-making on land use in Indonesia.“® The law has also changed the requirements for
environmental decision making in land use such that announcements will be made through electronic,
web-based means, excluding some stakeholders and commmunities from accessing announcements
about land uses.?”

e Allowing companies operating illegally inside forests to legitimize their operations by obtaining permits
retroactively and paying fines.

. Eliminating the requirement for plantation operators to apply for a forest conversion permit and re-
designating protected forests as “forest areas for food security.” Implementation of the Food Estates
Initiatives in Indonesia has been clouded by secrecy and lack of public participation. The government
announced three megaprojects under the food estate Program.® These could lead to the conversion of
two million hectares of forest to food estates,*® but little information was made available to the public
about these projects.

e  Stating, in Articles 110A and 110B, that every activity that is conflicting with the purpose of forest can still
operate or be legalized as long as it provides taxes or revenue to the government“—a clause that will
undermine any no-deforestation policies, including moratoria.

9 The planned new food estate programs announced by the Indonesian government in 2020 are in the island of Borneo Island, another

in New Guinea island, and a third one in North Sumatra.
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country risks losing 52 million acres (21 million hectares) of forest, an area about half the size of California.®
There have also been reports stating that the “food estate program” in Indonesia is likely to transform nearly
2 million hectares of permanent forests into other land uses without contributing to food security locally.>°

2. Demand side measures and international
engagement to address deforestation abroad

Export demand accounts for about 25 percent of agriculture-driven deforestation.”’ In Asia and Latin America, export-
driven demand drives at least 35 percent of agriculture-driven deforestation. Through consumption of imported
products, residents of G7 countries, are responsible for, on average, forest loss of 58 cubic meters per person per year.>

Demand-side measures to incentivize the sustainable use and protection management of forests within supply chains
are therefore an important part of efforts to address deforestation. These measures need to be combined with other
forms of international engagement (i.e., bilateral and multilateral cooperation and trade) to transform current land-use
practices.

The proportion of illegal trade in wood-based products has declined in the past 20 years globally, in part due
to demand-side regulations aimed at reducing illegal timber trade. Conservative estimates for the volume of
internationally traded timber products suggest that the volume of illegal exports has declined slightly, from
53 to 40 million cubic meters between 2000 and 2018 (based on an analysis for of 37 major timber exporting
countries®), while the proportion of illegal trade is estimated to have declined from at least 23 percent in
2000 to 8 percent in 2018.> One factor underlying the decline in this proportion has been the introduction of
legislation that prohibits the trade in illegal timber and wood-based products and places due diligence
obligations on operators. The U.S. Lacey Act and EU Timber Regulation (EUTR) were the first to be enacted.

Evidence shows that both U.S. Lacey Act and the EUTR have had some positive impacts in curtailing illegal
imports of timber. The Lacey Act was found to have contributed to reduced illegal imports into the U.S.
between 2008 and 2013.%° The Forest Law Enforcement, Governance and Trade (FLEGT)/EUTR Fitness Check
published by the European Commission in 2021 found that the EUTR (together with the FLEGT Regulation)
had been moderately successful in prohibiting placement of illegally harvested timber in the EU market.>®
However, an assessment by Forest Trends shows gaps in the implementation of the EUTR, as companies
subject to EUTR are indirectly sourcing timber from countries with a high risk of illegal logging while in the
UK, the imports from high-risk countries have increased.®” This has been attributed to inconsistent
enforcement by member states as well as insufficient sanctions and penalties®® (see Section 3).

Australia, Japan, UK, China, and Vietnam—which, together with the U.S. and EU, account for over 65 percent
of illegal timber exports by volume*—as well as Malaysia, Indonesia, and Switzerland,®® have all enacted laws
to ensure legality of timber imports and products in their markets. However, there are considerable gaps in
the design of some of these legislations. For instance, while Japan’s Clean Wood Act aims to promote the use
and distribution of legally harvested wood and wood products, it is not designed to crack down on
distribution of illegally harvested wood and there are no penalties for trading in illegal wood and wood
products.® China's Forest Law, which was amended in 2019 to include a ban on trade of illegally sourced
timber, could have a significant effect considering that up to 51 percent of China'’s tropical timber imports in
the 2010s were from countries with documented illegal deforestation.®? However, the law lacks clarity on the

© This figure is based on calculations by Forest Watch Indonesia (FWI).
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scope of prohibited products covered, how the amended law will be implemented, and if the responsibility
for compliance will sit with the company.

Countries responsible for at least 48 percent of the deforestation associated with international trade are
enacting or recently enacted legal frameworks to address import of forest-risk commodities, but the
measures are yet to be implemented. The UK, EU, and U.S,, large importers of products associated with
deforestation, have enacted or are in the process of enacting legislation and other trade measures that
would curb the import of coommodities from deforested land:

e The UK enacted the Environment Act in 2021, which prohibits the use of forest risk commodities
and sets out due diligence requirements for businesses which are required to prove that their
products have not been linked with illegal deforestation.®® The implementing legislation for this
act is still under development.

e In November 2021, the EU Commission proposed a regulationfto prohibit the import of products
linked to deforestation and ensure that only deforestation-free and legal products are placed in
the EU market—thus, a broader approach than that adopted by the UK.5* The details of the law
are to be negotiated in the last quarter of 2022. Issues under discussion include provisions on
human rights and the rights of IPs, the involvement of civil society in assessing country risks, and
the scope and responsibilities of a proposed EU forest observatory.

e The U.S. Congress is considering a bill for the enactment of the Forest Act. If passed, it would
prohibit the import of products made wholly or in part of specific commodities produced on land
undergoing illegal deforestation.®® The bill was introduced in the Senate in October 2021, but
there has not been much progress on passing it into law since then.®®

Considering that approximately three quarters of the commodity-driven deforestation is due to domestic
demand, stronger domestic measures are also critical. One growing area of action in the timber sector has
been strengthening public procurement frameworks to increase demand for legal and sustainable products
and reforming domestic markets through providing support and capacity building for small and medium
enterprises (SMEs). A Chatham House report found that 7 out of 19 assessed countries have procurement
policies relating to timber.?” However, the same report highlights that that the policies could be much more
effective if resources for training were made available and compliance monitoring was enhanced.

Colombia is implementing a strategy to standardize and monitor public procurement through a single
virtual platform, including public procurement of legally sourced wood. The country has also developed a
scheme where forest sector enterprises can undergo a voluntary process of legality verification, increasing
their attractiveness to buyers and consumers in more demanding domestic and international markets.®®

Experience from the EU's FLEGT action plan also shows that partnership agreements have contributed to
more coherent legal and regulatory frameworks as well as improved transparency, accountability, and public
participation in partner countries. Analysis by the Center for International Forestry Research (CIFOR) finds
that the FLEGT Voluntary Partnership Agreements (VPAs) have led to regulatory and legal streamlining,
which has in some cases led to a decrease in illegal logging and trade.®® Specifically, assessments find that
through VPAs, monitoring systems have been strengthened, improving identification of irregularities in
timber trade.

A 2021 study on the contribution of FLEGT VPAs in Cameroon, Ghana, and Indonesia also found that FLEGT
VPAs have led to more coherent legal and regulatory frameworks as well as participatory policymaking in

f A regulation on deforestation-free products (“deforestation-free law”")
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forest governance and that illicit timber trading activities could be more easily exposed.”® Additionally, the
implementation of FLEGT VPAs in Ghana,” Cameroon,”? and Indonesia” has improved transparency and
accountability, as more forest-related information has become available to the public and civil society. The
Republic of the Congo's Forest Code, which was passed with extensive civil society engagement’* (Box 2)
and Vietnam's Decree 102/2020/ND-CP enacting the Timber Legality Assurance System are both outcomes
of FLEGT VPAs.”®

FLEGT VPAs have also positively contributed to law enforcement in VPA partner countries. A 2022 Chatham
House report found that Ghana's digital wood tracking system has been enhanced through the FLEGT VPA
and that fraud can be traced and tracked.”® In Cameroon, training was provided for ministry staff,
prosecutors, customs officials, small and medium enterprises, and civil society regarding the country’s timber
legality assurance system’” and efforts have been made to increase resources and capacities for government
and law enforcement staff.”® However, the impacts of the FLEGT VPA in Cameroon have been limited. The
traceability system is not yet operational, enforcement on the ground is weak, deforestation and conversion
continue, and the forest legal framework lacks alignment and protections for IPs and LCs.”

3. Law enforcement: Detection, prosecution, and
enforcing penalties on forest crimes and tackling
corruption

Adequate law enforcement is a key component of forest governance. Forest crimes and illegal activities increase the
likelihood of deforestation and forest degradation, deny governments revenue, and undermine the rule of law.

At least 32 million hectares of tropical forests were illegally converted to commercial agriculture from 2013-19
and at least 15 percent of timber exports in 37 countries were illegal.8% A 2020 report by Forest Trends found
that at least 69 percent of the conversion of tropical forests for commercial agriculture from 2013-19 violated
national laws and regulations.®! These figures are likely conservative.

Forestry crimes and illegal logging accounted for the largest share of environmental crimes in 2018, with the
illegal trade in timber estimated to be worth USD 51-152 billion.#? A new report by Chatham House® suggests
that the monetary value and quantity of illegally traded forest-based products are on the rise. In 2018, it was
estimated that USD 7-30 billion of timber exports, between 5 and 23 percent of the annual market, were
illegal. lllegal exports have increased from PNG, the Solomon Islands, and Russia—especially from Russia’s
eastern regions, where illegal practices are widespread.? lllegal practices continue to dominate in some
countries in central Africa that are exporting to markets in Asia, with illegal actors exploiting loopholes and
out-maneuvering existing systems.®®

While many countries have laws, tools, and institutions to tackle crimes in forests, gaps exist in legal
frameworks—or laws are non-existent—preventing effective enforcement. A 2021 study found that the
penalties prescribed for forest crimes in six European countries? are too lenient to act as deterrents.®® For
example, in Slovakia illegal logging is not defined in law and in Romania the illegal transport of wood on
public roads without documentation does not necessarily lead to criminal sanctions, regardless of whether
the origin of timber is illicit or not.&”

Complex requirements in the laws and excessive bureaucratic procedures also make enforcement
challenging. A key barrier to enforcement is the burden and standard of proof. In Belgium, when forest

9 The countries studied are Belgium, France, Bulgaria, Romania, Slovakia, and Ukraine.
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crimes are prosecuted under criminal law, the burden of proof for failing to carry out due diligence lies with
the public prosecutor.t® Prosecutors in Romania are faced with challenges such as insufficient and
unactionable evidence, the perceived triviality of forest crimes, and prolonged trial periods. When sanctions
are imposed on forest crimes in the country, the sanctions are negligible under criminal law.8° Further
evidence shows that politicians with links to organized crime networks use their power to make important
forestry cases hard to investigate.®® In the U.S., while the Lacey Act has sufficiently dissuasive penalties, the
high burden of proof required for criminal enforcement actions under the Lacey Act has led to a relatively
low number of prosecutions.”

The EU Timber Regulations (EUTR) are unevenly enforced among key member states, and the sanctions
applied in some member states are not sufficiently dissuasive. For example, Germany denied access of teak
fromm Myanmar in its market due to issues with legality of the timber source. The German police and customs
seized a total of 111 cubic meters of teak worth more than EUR 1 million fromm Myanmar being smuggled via
Croatia.?? In the Netherlands, the courts and enforcement authorities have ruled in favor of tracing the
lifecycle of wood from stump to shipping to determine the legality of teak frormn Myanmar and imposed
penalties on noncompliant companies.®® In France, breaches of the EUTR have been met with fines. However,
the sanctions applied are not effective and dissuasive, and often applied only in cases of repeated
shortcomings and after warnings.?#" There is also evidence that Italian traders are not penalized for
noncompliance with the EUTR.®®

Enforcement has improved in some tropical forest countries. In Lao PDR, enforcement efforts since 2015 have
led to the uncovering of unlawful timber-related activities, prosecution of at least 45 cases of illegal timber
harvesting, seizure of over 2,600 cubic meters of illegally harvested wood, and shuttering of over 1,600 wood
processing plants.®® Exports of illegal timber from Lao PDR to China and Vietnam have also dramatically
reduced as a result of enforcement of export bans and restrictions.®” In Indonesia, the reduction of
deforestation has been attributed partly to the stronger enforcement of the moratorium on new licenses in
primary forests and peatlands, as well as better enforcement of peatland management regulations.®®
Furthermore, enforcement efforts that started in Indonesia in 2018 led to companies being investigated,
sizeable volumes of timber seized, and jail terms for those involved in illegal forest activities.*®

At the same time, concerns have been raised about recent developments that have weakened enforcement
efforts in Indonesia and Brazil. In Indonesia, the Omnibus Law on Job Creation ends companies’ liability for
forest fires, instead requiring a permit holder to “prevent and control forest fires in its working areas” (see
Box 1). In Brazil, a historic slow-down in deforestation between 2004-12 has been attributed in part to
increased budget for enforcement agencies. However, the budget for environmental enforcement was
slashed by 27.4 percent in 2021.

Corruption is widespread in many forest countries. Nearly half of the world's forests are in regions that
Transparency International finds to have rampant corruption.’®> A 2020 Forest Trends report links the
increasing deforestation in the tropics, including high levels of illegality in the Andean Amazon, to corruption
and weak law enforcement.1%3

Systematic corruption has allowed the illegal tropical timber trade to thrive—in particular, trade in valuable
species such as rosewood. Reporting has uncovered corrupt schemes to import illegal timber from the
Congo Basin and Nigeria to China and Vietnam.'®* One such investigation by Environmental Investigation

" This is based on an assessment of EUTR implementation in 15 member states and the UK. The member states assessed
are Austria, Belgium, Bulgaria, Croatia, Denmark, France, Germany, Hungary, Italy, Netherlands, Portugal, Romania,
Slovakia, Spain, Sweden
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Agency (EIA) revealed approximately 1.6 million rosewood trees were illegally harvested in Senegal and
exported through The Gambia to China between 2012-20, with involvement of the Senegalese army and high
level Gambian officials, despite export bans in both countries.'®® Similarly, the Cameroon-Vietnam illegal
trade in tropical logs has reportedly thrived due to corruption.'®®

4.Tenure security, rights protection, and empowering
Indigenous Peoples (IPs) and local communities (LCs)

IPs and LCs manage at least half of the planet’s land and these lands provide ecosystem services worth at least USD
1.16 trillion per year.?? IPs and LCs are effective forest stewards.”” A report by World Resources Institute found that

deforestation rates were 2.8 times lower on average within “tenure-secure” Indigenous lands than outside of them.?

Tenure security can be strengthened through the legal recognition of IPs and LCs’ rights to land and resources, and
with protection against encroachment from outsiders. Tenure security can be supported and enabled by laws that
recognize a broad set of rights,* limited public interest exceptions, and access to mechanisms to enforce those rights. In
addition, broader IP and LC rights include a guarantee of Free, Prior and Informed Consent (FPIC) for the development
of projects (commercial, as well as conservation and restoration projects). Other measures for empowering IPs and LCs
include providing finance to support their communities and livelihoods and strengthening their capacity to monitor
and ensure response to fllegalities taking place on their land.

Over 140 countries have committed to recognize the rights of IPs and LCs in accordance with relevant
national legislation and international instruments."® Governments and organizations have pledged financial
resources totaling USD 1.7 billion to support advancement of IPs and LCs' forest tenure rights' (see Table 1).
For the proposed EU regulation on deforestation, the EU Parliament proposed including criteria on the
existence and enforcement of laws related to IPs and LCs’ rights as part of the risk assessment for countries,
while a proposed EU observatory would monitor land rights.?

Nevertheless, tenure insecurity is persistent in many countries. At least 50 percent of IPs and LCs' lands and
territories globally are not legally recognized. A report by RRI assessing 42 countries covering more than half
of global land area estimates that at least 1.49 billion hectares are held by IPs and LCs without legally
recognized rights. Between, Asia, Africa, and Latin America, Africa has the largest portion of unrecognized
community lands. Almost 300 million hectares of community lands are estimated to remain unrecognized in
the Central African Republic, the DRC, and Sudan alone.™ Implementing existing laws in DRC could increase
legally recognized community forest tenure by 70 million hectares.™ In Asia and Latin America, nearly a
quarter of IPs’ and LCs' land is not legally recognized (23 and 24 percent, respectively)."

In the last two years, the Republic of the Congo and the DRC developed laws and adopted reforms to secure
land tenure rights and promote IPs and LCs rights, though these have yet to be implemented. The Republic
of the Congo recently passed a law allowing IPs and LCs to legally hold and manage their forests. The Forest

"Areport by WWF and partner organizations in 2021 consolidated georeferenced data indicating that at least 32 percent
(43.5 million km2) of the world's land is owned, governed, or customarily managed by IPs and LCs. This is almost certainly
an underestimate as, despite significant advances, mapping and documentation of Indigenous Peoples’ and local
communities’ territories remains incomplete in many countries. Other estimates incorporating non-georeferenced data
suggest at least 50 percent of the world’s land is likely to be held by Indigenous Peoples and local communities.

I Tenure secure lands are those that are legally recognized by the government and protected from external threats and
competing claims.

kA bundle of rights in the context of land rights may include the rights of access, use, transfer, and to exclude outsiders.
Rights to due process and compensation and the duration of recognized rights are also critical for secure tenure. The size
of these bundles varies depending on tenure type, e.g., the bundle of rights under ownership or freehold tenure is
commonly larger than the bundle under leasehold tenure or land designated by government for IPs and LCs
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Code 2020 grants forest management rights to forest dependent commmunities and requires that benefit
sharing schemes are negotiated directly by affected communities. To ensure the involvement of IPs and LCs
in forest governance, the Forest Code introduced the concept of FPIC in the Republic of the Congo, and
further requires that forest management plans are examined and approved by two multistakeholder
committees composed of, among others, IPs and LCs."® Still, the implementing regulations have yet to be
developed, despite the law having been enacted more than two years ago.

In the DRC, a law to protect and promote the rights of the Indigenous Pygmy peoples was adopted by the
National Assembly in June 2021 and by Senate in 2022. At the time of drafting this report, the proposed law
was awaiting presidential assent. The law is intended to address land rights, provide free education and

assistance in courts, and to establish a national fund for activities aimed at promoting IPs and LCs rights."”

Several ongoing reforms in other countries also have the potential to recognize IPs and LCs' land tenure and
strengthen the protection of IPs and LCs rights. In 2019, for example, the Peruvian president pledged to grant
titles to all communities in the country by 2021 but the goal has yet to be achieved. As of January 2020,
around 40 percent of communities—or 887 out of 2268—had formal titles to land and had been included in
the public land registry.™ Panama is in the process of drafting its national regulatory framework on IPs’ FPIC.
In Uganda, the Constitutional Court handed down a landmark judgement in August 2021 that serves to
protect the rights of forest-dwelling Indigenous Batwa Pygmies. While recognizing the plight suffered by the
Batwa for years, the court ordered the government to recognize the right of ownership of the land by the
Batwa community.?® The decision has, however, not been implemented. The government has since
appealed the decision and media reports indicate that the government does not plan to comply with the
Constitutional Court’s judgment. An official of the Uganda Wildlife Authority has been quoted stating that
the status quo will be maintained and there is no plan to compensate the Batwa community in accordance
with the court.™

Meanwhile, a number of major forest countries have weakened the legal protections of IPs and LCs' rights,
and there are numerous examples of human rights violations in and around IPs and LCs' territories. A recent
report studying the protection of IPs and LCs' rights in five countries — Brazil, Colombia, DRC, Indonesia, and
Peru — during the COVID-19 period, highlighted the weakening of IP and LCs' rights protections.?? In all five
countries, there have been legislative and regulatory changes as well as practices that violate IPs’ rights, such
as exclusion of IPs from decision-making, illegal mining and logging in Indigenous territories, and increased
violence against IPs’ rights defenders.

Violence against environmental defenders also continues to increase across the world. According to the
Global Witness report, at least 200 land and environmental defenders were killed in 2021, with more than half
of the killings taking place in Mexico, Colombia, and Brazil.'>® A significant number of attacks against IPs has
also been recorded. In 2021, over 40 percent of all the fatal attacks targeted IPs, despite them making up only
5 percent of the world population. Most of these attacks were in Mexico, Peru, Colombia, Nicaragua, and the
Philippines.?* For example, four Indigenous leaders active in defending land rights were killed in Peru after
receiving threats, to which the government had failed to respond.’?®

5. Transparency, public participation, and access to
justice

IPs and LCs living in forest areas play a critical role in managing forests sustainably. Research suggests that, when
granted control, these stakeholders are better suited to protect forests than companies or governments.’?¢ Civil society
and the public also have a critical role to play in overseeing government decisions. It is therefore critical to include
forest-dependent communities, civil society, and the general public in decision-making about forests and forest lands,
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including shaping and implementing laws and policies. For IPs and LCs specifically, a proper process of Free, Prior and
Informed Consent (FPIC) is essential before decisions are made related to their territories. Inclusive and participatory
forest-decision-making requires access to information and transparency, which also increases confidence in the system
and is fundamental in tackling corruption.

Access to justice is also a key component for the proper implementation of laws. Access to justice gives citizens, IPs, LCs,
and civil society a crucial mechanism to challenge government decisions, as well as to ensure their rights are respected.
Having access to justice means that citizens have judicial and quasi-judicial systems available to them, they have legal
standing to access those systems, and do not face unreasonable legal or financial barriers to accessing the systems.

A recent Chatham House report highlights that transparency and accountability systems in nine tropical
forest countries have improved, with better availability of and access to forest-related data and legal texts.
Similarly, a CIFOR report found improved transparency and accountability in Ghana,'?” Cameroon,”® and
Indonesia.””® Studies show that more forest-related information has become available to the public and civil
society. Stakeholders have been given a greater role for monitoring legality and identifying irregularities in
timber trade and regulations.™ The improved transparency and accountability has been due to investment
in institutions and timber traceability systems as well as requirements under VPAs to publish and make laws
more accessible.

In Latin America and the Caribbean, the Escazd Agreement™ could greatly enhance public access to forest-
related information and participation. The treaty guarantees implementation of the right of access to
environmental information, public participation, and access to justice in environmental matters in Latin
America and Caribbean. Signatories commmit to virtual, universally accessible clearinghouses for information
about environmental policy development and decision-making, such as legislative, administrative and policy
measures, codes of conduct and good practices™ 24 countries in Latin America and Caribbean have signed
the Agreement, which entered into force in 2021, but is yet to be implemented by signatories.® Notably
absent is Brazil, which hosts the largest share of forests in the region.

A growing number of countries have adopted more inclusive approaches to policy development,
implementation, and enforcement. These positive developments reflect both growing capacity and expertise
within civil society and government recognition of this capacity. Developments have resulted in
improvements in policies and laws, and enhanced accountability of government and the private sector in the
Republic of the Congo, Ghana, and Cameroon.

The Republic of the Congo’s Forest Code, for example, was developed with extensive civil society
engagement, allows for participation of civil society and IPs and LCs, and legally recognizes the role of civil
society's independent forest monitoring™?® (Box 2). In Lao PDR and Vietnam, VPA processes led to increased
participation of civil societies in forest policy discussions.® In Ethiopia, ongoing deforestation prompted the
national government to establish multi-stakeholder forums to govern the forestry sector more effectively.
Subsequent studies show that these institutions have improved participation and can address power
imbalances among stakeholders.™®®

'The nine countries are Brazil, Cameroon, DRC, Ghana, Republic of the Congo, Indonesia, Laos, Malaysia, and Papua New
Guinea

M The Regional Agreement on Access to Information, Public Participation and Justice in Environmental Matters

" The Agreement has been signed by 24 countries but only 12 have ratified. The following countries have ratified: Antigua
and Barbuda, Argentina, Bolivia, Ecuador, Guyana, Mexico, Nicaragua, Panama, Saint Vincent and the Grenadines, Saint
Kitts and Nevis, Saint Lucia, and Uruguay
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In July 2020, after eight years of negotiations among various stakeholders, the Republic of the Congo
adopted a new Forest Code. The new law reforms the country’s existing legislation on forestry and forest
management. It introduces timber certification and verification of legality into the country’s forest
governance. It also strengthens the participation and position of Indigenous and local communities, formally
integrating the concept of Free, Prior and Informed Consent (FPIC). It includes provisions on community

benefit-sharing in logging revenues, local development funds, and community forests.

The Forest Code also includes legal recognition of independent monitoring of forests by civil society and
local commmunities and ensures that these stakeholders have access to justice to redress any violations. The
emphasis on local stakeholder engagement under the Forest Code reflects the strong involvement and
input of civil society organizations in its development process. According to ClientEarth, 65 percent of the
inputs civil society in drafting the Forest Code were either partially or completely adopted.

The Forest Code allows for the participation of civil society, IPs, and LCs in forest governance, such as in the
commission in charge of adjudicating forest-concessions and as part of a multistakeholder committee that
examines and adopts forest management plans. Furthermore, civil society’s role in independent forest
monitoring is legally recognized.

There have been several recent examples of improvements in access to justice in the EU, Ecuador, and India,
resulting in broadened criteria for standing, that is, the right to file a case before judicial and quasi-judicial
bodies. In 2019, the Aarhus Convention Compliance Committee found that many of its Parties, such as the
UK, Austria, and the EU, had not remedied the legal or administrative limitations that restrict proper access
to justice in their jurisdictions. Particularly, the EU was found to violate the Aarhus Convention by not
allowing members of the public to challenge public interest decisions of EU institutions before the European
courts. In October 2021, the EU adopted a key amendment to the Aarhus Convention regulation to broaden
the legal standing beyond NGOs, lifting the previous restrictions on standing.*® In September 2022, the
European Parliament voted on the proposed deforestation-free law and made proposals that would make it
possible for IPs and LCs to bring evidence and complaints against non-compliance with proposed
regulations before European authorities and courts.® However, the proposed regulation needs to go
through negotiations. It is unknown whether the proposals by the members of the European Parliament will
be adopted.

Another key recent development took place in Ecuador, where in 2021 the Constitutional Court upheld the
rights of nature enshrined in the Constitution to protect Ecuadorian rainforest. The court found that mining
in protected areas violated the constitutional rights of nature and consequently, the government would have
to revoke the mining licenses. The decision has implications not only on forests protection but also in
broadening legal standing of who can approach courts to protect forests (Box 3). Similarly, in April 2022, a
court decision by the highest court in Tamil Nadu, one of India’s 28 states, recognized the rights of nature
and prevented a protected forested area in the state from becoming compromised. The court granted the
forest rights to nature to invoke better protection and conservation efforts by government agencies.™®
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The right of nature is a legal concept that grants legal personality to ecosystems such that the ecosystem
has the right to sue or defend itself against harm in a court of law. In practice, an ecosystem with a right of
nature can be legally represented by a guardian, such as an NGO or community, to act on its behalf and in its
interest. An ecosystem could be endowed with legal rights, such as the right to exist, flourish, and naturally
evolve without human-caused disruption.’

Ecuador was one of the first countries to recognize the rights of nature through its 2008 Constitution. In a
decision delivered by the Constitutional Court in 2021, the Supreme Court found that a specific mining
activity in the protected area of Los Cedros would violate the constitutional right of nature. As a result, the
government will have to revoke the relevant mining permits in this case and future developments are likely
to require much stronger precautionary measures before permits can be granted.

The decision is likely to have substantial positive impacts for forest protection in Ecuador. It creates an
important precedent, giving concrete meaning to the 'right of nature’ provisions in Ecuador's 2008
Constitution and allowing courts to restrict developments that may harm fragile ecosystems.

There have also been noteworthy court cases in Brazil that sought to address deforestation, showing that
relevance of access to justice in providing oversight to executive decision-making. In March 2022, the
Brazilian Supreme Court heard seven cases about deforestation and protection of the Amazon rainforest. The
cases were brought by NGOs, civil society, and political parties and vary in their aims. Some cases, for
example, call for the implementation of policies such as the Action Plan for the Prevention and Control of
Deforestation in the Amazon region (PPCDAM) to meet the deforestation targets established under Brazil's
Nationally Determined Contribution. Others challenge the government's failure to properly manage the
Amazon Fund and request the reactivation of investments to combat and monitor deforestation in the
Amazon Forest.*® While final decisions are still pending, the Brazilian Supreme Court ruled in early April that
the Federal Government should resume the implementation of the PPCDAM. In July 2022, the Supreme
Court acknowledged the enormous increase in deforestation and subsequent climate change impacts. As a
result, the court ordered the Federal Government to reactivate the national Climate Fund and the Amazon
Fund. The ruling is the first worldwide to recognize the Paris Agreement as a human rights treaty.'*

In the UK and Indonesia, governments are considering reviewing or have revised their laws in a way that
limits access to justice. In the UK, for example, an ongoing expert review of the judicial review process could
have implications on access to justice. Judicial review is considered an important means for environmental
defenders and members of the public to challenge any public decision. It allows them to question decisions
that are made unlawfully or may harm the environment. Through the current assessment, the government
may revise the rules on judicial review. This could significantly limit the public’s ability to bring issues or
claims of wrongdoing to the court.'*® In Indonesia, the Omnibus Law could also have implications on access
to justice. Abolishing environmental licenses for land-use activity will effectively close off opportunities for the
public to file lawsuits against administrative decisions. This will prevent local community from challenging
business activities in their direct environment.'#4
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