
Introduction
Keeping forests standing and restoring 
ecosystems is essential if the world is 
to meet biodiversity objectives and the 
Paris Agreement goal of limiting global 
warming to 1.5 degrees. 

The EU will be an important player 
and has already made commitments 
to halt deforestation by 2020, and 
look into developing an EU Action 
Plan on Deforestation. To meet these 
commitments the EU must support 
activities to improve forest governance, 
clarify land use, and recognise and 
strengthen community tenure rights  
over forest land. 

Fern’s series of reports1 
reveals the EU action needed 
to protect forests and meet 
Sustainable Development 
Goal 15.2 This briefing note 
is a shortened and updated 
version of these reports.

Protecting Forests, 
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Up to 2.5 billion people, including 370 million indigenous 
people, depend on land and collectively managed natural 
resources.3 Despite being the best forest protectors4, 
their rights to their forests are being eroded. Only an 
estimated ten per cent of land is formally recognised as 
owned by indigenous and rural communities. This leaves 
one third of the world’s population, as well as their forests, 
vulnerable. 

By protecting forests and living low-carbon lifestyles, these 
people act as guardians of the global climate. They are also 
responsible for food production – ninety per cent of the 
world’s 570 million farms are managed by families. Family 
farms are the predominant form of agriculture, crucial in 
achieving sustainable food security and eradicating hunger.5 

In general, societies with insecure land rights have fewer 
opportunities to achieve sustainable development and 
prosperity. Collective land rights are essential human rights 
of indigenous and rural communities, they help uphold 
cultural diversity, biodiversity and mitigate climate change. 
But the reality is that even speaking out to defend land and 
environmental rights can put people in danger of being 
forced from their homes, threatened and even murdered.6 

Forest and land governance

RECOMMENDATIONS

EU policies must contribute to recognising and upholding 
the collective tenure rights of indigenous and rural 
communities over forest land

	The EU and its Member States should fund the newly 
created Land Tenure Facility7, based in Stockholm, 
with a mission to recognise, demarcate and delineate 
community land.

	The EU must publish standards on land tenure that meet 
the adopted Voluntary Guidelines on the Responsible 
Governance of Tenure (VGGT). These standards should 
apply to all EU aid money, be included in project design, 
monitoring and annual reporting. The EU must ensure 
that staff in delegations and Brussels is qualified to check 
if tenure issues are sufficiently addressed.

© Fred Pearce

http://www.landrightsnow.org/en/about/
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The amount of carbon dioxide (CO
2
) that we can emit 

and still remain below 1.5 degrees of warming (known 
as our carbon budget) is very small. If we continue 
to emit at current levels, we will overstep our carbon 
budget within three to 19 years.8,9 Since overstepping 
our budget is likely, in addition to very steep and swift 
emissions reductions, we will need to remove CO

2
 from 

the atmosphere.

Forests have been removing CO
2
 from the atmosphere and 

storing it as carbon for more than 300 million years. When 
we cut down or burn trees and disturb forest soils, that 
stored carbon is released to the atmosphere. Since the start 
of the Industrial Revolution, one-third of all CO

2
 emissions 

to the atmosphere from human activities have come from 
deforestation.

However, when we restore and protect existing forests, it is 
possible – not to mention necessary – to reverse this trend. 
Extensive forest ecosystem restoration could sequester 
roughly 330 GtCO

2
.10 Meeting the Bonn Challenge to 

restore 150 million ha of forests by 2020 and the New York 
Declaration to restore 200 million ha by 2030 is critical. 

Restoring forests is as much about removing pressure on 
forests as it is about restoration activities. One of the biggest 
new pressures on forests comes from the demand for wood 
for energy.

Bioenergy is widely considered to be a renewable fuel 
source, because new trees can grow to replace those that 
are consumed. But being renewable is not the same as 
being a low-carbon energy source. Bioenergy produces 
about as much carbon as coal per unit of heat released. 
Burning wood in power plants to generate electricity can 
be up to 50 per cent more carbon-intensive than coal-
fired generation. Despite this, burning wood for electricity 
production continues to be subsidised across the EU.  
In the UK, the British government has provided over  
US $ 1 billion in annual subsidies to utilities to pay for pellet 
production and transport. In France, the government has 
committed one million euros a year to produce electricity 
from bioenergy to one power plant alone. This is money that 
could be spent on low-carbon energy from wind and solar.

Climate and energy policy

RECOMMENDATIONS

EU policies must reduce greenhouse gas emissions, stop 
deforestation and restore forest ecosystems, recognising 
that most land carbon is on rural communities’ lands 

	The EU and its Member States should not support or 
subsidise bioenergy but incentivise energy efficiency 
and renewable energy, such as solar and wind. The goal 
must be to reduce its greenhouse gas emissions to near 
zero by 2030. 

	EU forest and climate policies should not allow 
sequestration from forests to weaken or ‘offset’ emissions 
reductions in other sectors. 
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http://www.fern.org/negativeemissions
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https://www.sei-international.org/mediamanager/documents/Publications/Climate/SEI-WP-2016-08-Negative-emissions.pdf
https://theconversation.com/does-bioenergy-have-a-green-energy-future-in-the-us-46921
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https://www.ipcc.ch/pdf/assessment-report/ar5/wg3/ipcc_wg3_ar5_chapter11.pdf
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https://www.thetimes.co.uk/article/drax-given-1bn-to-burn-wood-pellets-lt70qhxcg
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Between 1990 and 2008, the EU consumed crops and 
livestock that were responsible for 36 per cent of global 
deforestation,11 much of it illegal. In 2012 alone, the EU 
imported €6 billion of soybeans, palm oil, beef and leather 
which were grown or reared on land illegally cleared of 
tropical forests, causing the equivalent to one football 
pitch of illegal deforestation every two minutes.12 

Many companies have made commitments to stop 
deforesting and respect human rights, notably in the timber 
and palm oil sector. Some of these companies agree with 
recent studies that they cannot achieve this goal on their 
own. Government intervention is required. 

A systematic analysis of 250 companies, 150 financial 
institutions and 50 national and subnational jurisdictions 
revealed that the rate of progress by most companies is 
inadequate to meet the EU’s 2020 deforestation target.13 
Specifically, the cattle industry continues to be the largest 
commodity driver of deforestation, yet only 16 per cent 
of companies operating in the cattle supply chain have 
adequate commitments on deforestation. The majority of 
companies have weak policies or no policies at all, with 
fewer companies developing new commitments. 

Demand for unsustainably produced commodities remains 
uncurbed by most major importing countries, including 
in the EU, while some producer countries are increasingly 
committing to address deforestation within their borders. 

The Democratic Republic of the Congo (DRC), Liberia, 
Côte d’Ivoire, and Colombia have all established national 
commitments on avoiding deforestation. While the EU 
has the Forest Law Enforcement, Governance and Trade 
(FLEGT) Action Plan to cover illegal timber sales and the 
Illegal Fishing Regulation14 to cover fish and the conflict 
minerals legislation15 to deal with some minerals, it lacks 
laws that address the full range of forest risk commodities, 
such as soy, cacao and palm oil. This is a huge oversight as 
deforestation for agricultural commodities is currently the 
largest cause of deforestation. 

Consumption policy  
– responsible supply chains

The EU must investigate the best way to clean up supply 
chains of forest risk commodities and only import legally 
and sustainably sourced products, free from deforestation. 
Most illegalities include human rights violations, specifically 
violations of communities’ customary tenure rights. 

Developing a regulation to control imports of commodities 
based on human rights violations could, like the illegal 
fishing regulation, be based on international law; in this 
case the existing international human rights framework. 
This would address the majority of deforestation cases. 
Alternatively, or simultaneously, the EU should develop a 
regulation similar to the EU Timber Regulation (EUTR) for 
forest risk commodities. 

RECOMMENDATIONS

All EU consumption should be free from conflict and 
deforestation and be legally sourced 

	The EU should propose legislation, modelled on the 
EUTR, prohibiting the import of agricultural commodities 
cultivated on forest land that was illegally converted 
to agriculture.16 Such legislation could be based on 
international human rights law, and should respect 
customary rights as set out in the Voluntary Guidelines 
on the Governance of Tenure (VGGT).17 

	The EU should assess the possibility of placing due 
diligence requirements on operators and traders to 
ensure their products have not destroyed forests or 
violated human rights.

http://ec.europa.eu/environment/forests/pdf/1.%20Report%20analysis%20of%20impact.pdf
http://ec.europa.eu/environment/forests/pdf/1.%20Report%20analysis%20of%20impact.pdf
http://ec.europa.eu/environment/forests/pdf/1.%20Report%20analysis%20of%20impact.pdf
http://www.fern.org/stolengoods
http://www.fern.org/stolengoods
http://www.fern.org/companypromises
http://www.fern.org/companypromises
http://forest500.org
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There are no definitive statistics about the global value of 
loans and investments provided by banks and investors 
to companies at high risk of causing deforestation, but 
the available fragmentary data suggests the numbers are 
significant. 

Rainforest Action Network (RAN) found that the fifty largest 
agribusiness companies with forestry operations in South 
East Asia had received at least US $ 38 billion of funding 
from banks.18 Fern found that just 23 companies alleged to 
be involved in land grabbing, again mostly with operations 
in South East Asia, had received nearly US $ 50 billion in 
loans from banks. They had additionally received more 
than US $ 20 billion through underwriting of share and 
bond issues over the period 2010-15. Financial institutional 
investors worldwide held more than US $ 50 billion of 
shares in these companies.19 EU based banks such as HSBC, 
BNP Paribas (France), Standard Chartered (UK), Rabobank 
(Netherlands) and Crédit Agricole (France) were a very 
important source of debt finance, providing nearly two fifths 
of the loans. 

A number of the banks identified in both studies have 
voluntary guidelines or policies concerning deforestation. 
Adopting voluntary policies does not necessarily change 
anything on the ground. First, policies are rarely effectively 
enforced. Moreover, banks with strong policies risk losing 
clients to banks with no policies – the vast majority – 
meaning problematic projects will still be implemented, and 
the bank with no policies will not have any leverage over 
its client. Hence, banks alone cannot address the financing 
of environmental destruction. A level playing field should 
be created to prevent companies with the poorest human 
rights and environmental records from shopping around for 
the banks with the lowest standards.

Currently, many governments and financial regulators 
believe their responsibility is limited to maintaining the 
stability of the financial system. To stop deforestation 
and respect human rights, financial regulators should 
adopt strong regulations, imposing minimum social, 
environmental and governance standards on clients of 
financial institutions. Banks should be held accountable 

Financial sector policies

when their clients break these. Southern countries seem 
to be a few steps ahead of Europe on this: for instance, the 
Chinese Green Credit Directive and the Brazilian Regulation 
on Environmental and Social Risk Management for banks.

Private finance plays a key role in forest destruction in 
Southeast Asia. In Africa, public finance – notably through 
Development Finance Institutions (DFIs) – plays a bigger 
role. Fern research found an alarming lack of accountability 
on where DFI money is going. Fern found20 sufficient 
evidence, however, that DFIs had financed projects with 
serious environmental and human rights impacts. 

RECOMMENDATIONS

The EU should ensure that EU based finance does not lead 
to deforestation 

	The EU and it Member States should ensure the 
development of industry-wide standards in line with the 
VGGT for all European DFIs. 

	The EU and Member States should ensure that all 
development finance investments avoid deforestation 
and respects community customary rights to land.

Financing land 
grabs and 
deForestation
the role of EU banks and investors

Mark Gregory

July 2016

http://forestsandfinance.org
http://www.fern.org/financinglandgrabs
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As one of the largest consumers of timber, the EU took 
the lead in global efforts to address illegal logging and 
its associated trade by launching the FLEGT Action Plan 
in 2003. The Action Plan includes a set of complementary 
measures to tackle the growing problem of illegal logging 
and related trade and improve forest governance in 
producer countries. The Action Plan is structured around 
key action areas designed to tackle both the supply and 
the demand side of the problem, including measures  
such as the VPAs with timber producing countries, and 
the EUTR to stop illegally sourced timber entering the  
EU market. 

According to independent evaluations of the FLEGT Action 
Plan, VPAs have created a space for local civil society 
organisations to raise their concerns – in some countries 
for the first time.21 In addition, FLEGT has reduced illegal 
logging, brought greater scrutiny and transparency to the 
forest sector; and forest governance has improved due to 
greater government accountability, and increased capacities 
and more effective engagement of a range of stakeholders, 
including civil society organisations.

Beyond FLEGT, effective implementation of the national 
climate strategies, including the National Determined 
Contributions (NDCs) to global emissions reductions is 
critical. At least one quarter of the carbon stored above 
ground in the world’s tropical forests is found in the 
collectively-managed territories of indigenous and rural 
communities. Despite evidence showing that indigenous 
and rural communities are the best stewards of their 
lands, and that strengthening the land and resource rights 
of these communities is a cost-effective way to protect 
such forests, only 21 of 188 countries that have a national 
plan for reducing carbon emissions include strategies for 
strengthening the rights of forest peoples.22 

Development policy

RECOMMENDATIONS

EU policies must ensure its development policies increase 
good governance, strengthen community tenure rights 
and mitigate climate change.

	The EU must strengthen the measures contained in the 
FLEGT Action Plan, including ensuring that the VPAs 
deliver just and robust governance reforms that clarify 
land tenure rights, and increase community based forest 
management.

	The EU must support developing countries to effectively 
implement and strengthen their NDCs and other climate 
strategies.
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Soy ranks as the second largest agricultural driver of 
deforestation after cattle production. Soy expansion was 
responsible for 19 per cent of global forest loss, linked to 
the growing of crops between 1990 and 2008, along with 
nearly half of the deforestation embodied in products 
imported into the EU.23 

The EU imports 35 million tonnes of soy bean equivalents 
annually, equalling 12 million ha of arable land, mainly from 
Brazil, Argentina and Paraguay, where illegal deforestation 
due to conversion of forests to agriculture is continuing.24 
Low to zero import tariffs on soy products and measures 
supporting animal production in the EU Common 
Agricultural Policy (CAP) are driving this. 

Besides looking at how trade policy can reduce feed imports 
related to deforestation, the EU should also look at CAP 
measures to reduce the risk of being complicit in illegal 
deforestation. It is essential to make agricultural support to 
animal and dairy farmers conditional on reducing nitrogen 
surplus and increase animal health and welfare. Turning the 
CAP into a Food and Farm Policy, addressing unsustainable 
demand for meat is also critical. Lower meat consumption 
levels and a move towards a true circular economy will be 
crucial.

RECOMMENDATIONS

The EU needs to ensure that animal production is not 
based on feed that has caused deforestation or come from 
areas with social conflict.

	The EU should update the CAP so that payments to 
livestock farmers are dependent on the use of legally 
and ecologically sourced feedstocks. 

	The EU should ensure the future CAP supports EU 
farmers that use agro-ecological practices to produce 
meat and feed.

	The EU must promote low-meat, healthy, balanced diets.

Food and 
farming policy

Trade expansion, combined with inadequate 
environmental and social safeguards, helps drive both 
deforestation and impoverishment. However, orthodox 
free-market thinking about trade derives from another 
era, when this combination of economic practices and 
potential ecological disaster was not foreseen. 

With climate change already upon us, familiar calls for 
policy coherence acquire a tone of urgency. The EU needs to 
make its policies work together. Trade policy must support 
the EU environment, climate and human rights agenda 
and avoid any appearance of being in a separate sphere. It 
should work towards measures both to restrict undesirable 
products from the market and increase the market share of 
less damaging ones. 

The best results are achieved when processes to define 
trade agreements involve governments, civil society, local 
communities and the private sector. That is how FLEGT 
Voluntary Partnership Agreements (VPAs) – which are trade 
agreements – reduced imports and exports of illegal timber. 

RECOMMENDATIONS

The EU should ensure that Free Trade Agreement (FTA) 
negotiations use multi-stakeholder processes, similar to 
the VPAs. The superiority of trade rules over social and 
human rights norms is increasingly untenable. 

	The EU must ensure FTA negotiations are informed by 
effective multi-stakeholder participation and that FTAs 
contain binding and enforceable protection against 
deforestation and the violation of community tenure 
rights including enforceable compliance mechanisms.

	The EU must assess the possibility for positive unilateral 
trade measures to increase the uptake of deforestation-
free and sustainable commodities and products, similar 
to the EU’s Generalised Scheme of Preferences (GSP) or 
its Everything But Arms (EBA) mechanism.

Trade policy

http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://www.fern.org/capsummary
http://www.fern.org/capsummary
http://www.fern.org/capsummary
http://www.fern.org/capsummary
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1  http://www.fern.org/blueprint
2  http://www.fern.org/focusonforests
3  http://www.landrightsnow.org/en/about/
4  https://www.wri.org/sites/default/files/securingrights-full-

report-english.pdf
5  FAO’s State of Food and Agriculture 2014 report
6  See https://www.globalwitness.org/en/reports/

dangerous-ground/
7  See: http://thetenurefacility.org/
8  To limit warming we must stay within tight carbon 

budgets. There is roughly 200 GtCO2 left in the carbon 
budget for 1.5°C. For 2°C the remaining carbon budget 
is approx. 800 GtCO2. All projections assume we will 
overshoot this budget and hence need to suck carbon 
out of the atmosphere: negative emissions. Extensive 
ecosystem restoration could sequester 1.5 GtC per year 
for approx. 60 years, resulting in 330 GtCO2 cumulative 
sequestration. Optimistic data for reforestation (meeting 
Bonn Challenge at 150 million ha by 2020

9  To stay within 1.5 degrees there is roughly 200 GtCO2 
left in the carbon budget. For 2°C the remaining 
carbon budget is approx. 800 GtCO2. See http://www.
fern.org/negativeemissions and http://www.fern.org/
goingnegative

10  See: https://www.sei-international.org/mediamanager/
documents/Publications/Climate/SEI-WP-2016-08-
Negative-emissions.pdf

Fern office UK
1C Fosseway Business Centre, Stratford Road, 
Moreton in Marsh, GL56 9NQ, UK

Fern office Brussels
Rue d’Edimbourg, 26, 1050 Brussels, Belgium

www.fern.org 

11  http://ec.europa.eu/environment/forests/pdf/1.%20
Report%20analysis%20of%20impact.pdf

12  http://www.fern.org/stolengoods
13  Most recently the latest report Forest 500 at http://

forest500.org/
14  https://ec.europa.eu/fisheries/cfp/illegal_fishing_en
15  http://ec.europa.eu/trade/policy/in-focus/conflict-

minerals-regulation/
16  For more detail see pg 15=32 of Fern’s report Catching it 

All (2015)
17  See http://www.fern.org/sites/fern.org/files/

Developing%20EU%20measures_0.pdf
18  See http://forestsandfinance.org/
19  See http://www.fern.org/financinglandgrabs
20  Report on DFIs forthcoming.
21  http://www.euflegt.efi.int/eu-flegt-evaluation
22  http://rightsandresources.org/wp-content/

uploads/2016/04/Indigenous-Peoples-and-Local-
Community-Tenure-in-the-INDCs-Status-and-
Recommendations_RRI_April-2016.pdf

23  http://eur-lex.europa.eu/legal-content/EN/TXT/
PDF/?uri=CELEX:32013D1386&from=EN

24  http://www.fern.org/capsummary

June 2017. This publication was made possible with support of 
the European Commission, the UK Department for International 
Development and the Ford Foundation. The content of the 
publication is the sole responsibility of Fern and can in no way 
be taken to represent the view or position of the EU, the UK or the 
Ford Foundation.

Endnotes

http://www.fern.org/blueprint
http://www.fern.org/focusonforests
http://www.landrightsnow.org/en/about/
https://www.wri.org/sites/default/files/securingrights-full-report-english.pdf
https://www.wri.org/sites/default/files/securingrights-full-report-english.pdf
https://www.globalwitness.org/en/reports/dangerous-ground/
https://www.globalwitness.org/en/reports/dangerous-ground/
http://thetenurefacility.org/
http://www.fern.org/negativeemissions and http://www.fern.org/goingnegative
http://www.fern.org/negativeemissions and http://www.fern.org/goingnegative
http://www.fern.org/negativeemissions and http://www.fern.org/goingnegative
https://www.sei-international.org/mediamanager/documents/Publications/Climate/SEI-WP-2016-08-Negative-emissions.pdf
https://www.sei-international.org/mediamanager/documents/Publications/Climate/SEI-WP-2016-08-Negative-emissions.pdf
https://www.sei-international.org/mediamanager/documents/Publications/Climate/SEI-WP-2016-08-Negative-emissions.pdf
file:www.fern.org
http://ec.europa.eu/environment/forests/pdf/1.%20Report%20analysis%20of%20impact.pdf
http://ec.europa.eu/environment/forests/pdf/1.%20Report%20analysis%20of%20impact.pdf
http://www.fern.org/stolengoods
http://forest500.org/
http://forest500.org/
https://ec.europa.eu/fisheries/cfp/illegal_fishing_en
http://ec.europa.eu/trade/policy/in-focus/conflict-minerals-regulation/
http://ec.europa.eu/trade/policy/in-focus/conflict-minerals-regulation/
http://www.fern.org/sites/fern.org/files/Developing%20EU%20measures_0.pdf
http://www.fern.org/sites/fern.org/files/Developing%20EU%20measures_0.pdf
http://www.fern.org/financinglandgrabs
http://www.euflegt.efi.int/eu-flegt-evaluation
http://rightsandresources.org/wp-content/uploads/2016/04/Indigenous-Peoples-and-Local-Community-Tenure-in-the-INDCs-Status-and-Recommendations_RRI_April-2016.pdf
http://rightsandresources.org/wp-content/uploads/2016/04/Indigenous-Peoples-and-Local-Community-Tenure-in-the-INDCs-Status-and-Recommendations_RRI_April-2016.pdf
http://rightsandresources.org/wp-content/uploads/2016/04/Indigenous-Peoples-and-Local-Community-Tenure-in-the-INDCs-Status-and-Recommendations_RRI_April-2016.pdf
http://rightsandresources.org/wp-content/uploads/2016/04/Indigenous-Peoples-and-Local-Community-Tenure-in-the-INDCs-Status-and-Recommendations_RRI_April-2016.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32013D1386&from=EN
http://www.fern.org/capsummary

