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Embedded deforestation and forest
degradation

internationally, the EU 27 imported and consumed 36% of crops and livestock products
associated with deforestation in the countries of origin. This is equivalent to the import and consumption in the EU of a

deforested land area of 9 million ha over the period 1990-2008;

The impact of EU consumption on deforestation:
Identification of critical areas where Community
policies and legislation could be reviewed

The impact of EU consumption on deforestation:
Final report Comprehensive analysis of the impact of EU
consumption on deforestation

Final report
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Our background questions

» Who is responsible for the process of forest
degradation?

* How to involve the private sector in preventing-
alleviating such problem?

« Can we, as responsible
consumers, be
influential in such
investments?

» Can large industrial companies, brands and

stores been asked to be responsible for
protecting forest resources?
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Outline

« Zero deforestation commitments
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New York declaration (2014)

FORESTS

Action Statements and Action Plans
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What it means?

Zero gross deforestation

No loss of forest cover over a
given time period caused by
conversion of forest to non-
forested land...

W i

Zero net deforestation

is not synonymous with a total
prohibition on forest clearing:

some forest loss could be offset by
forest restoration
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Source: McCarthy, 2016
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Considerations on forest degradation?
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Statistics on Zero deforestation
commitments
2016 2017

e meswrn  BEE 718

CONMPANIES WITH

COMMITMNENTS

COMPANIES WITMOUT

COMMITMINTS 10
REDUCE DEFORESTATION 579 760

Source: Donofrio et al., 2017
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Characteristics of the commitments

COMPANES WITH COMMTMENTS BY SUPPLY -OWM LINL
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718 companies
reviewed by Supply Change

Source: Donofrio et al., 2017
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Tools to track
and to classify SUPPLY
commitments CH NGE

Commitments that Count

FOREST

» Forest 500, Global Canopy
Programme

> Supply Change, Forest Trends
» NYFD Progress Report

» Carbon Disclosure Programme,
Reports

Commitment tracking tools

Tools to help
monitoring the
commitments

GLOBAL

WATCH

» Starling project, Airbus Defence and Space,
The Forest Trust (TFT) and SarVision -
a combination of high-resolution optical satellite
and radar imagery to provide unbiased
monitoring of forest cover change.

» Global Forest Watch, WRI — near real time
GIS data

» Trase - Global Canopy Programme and
Stockholm Environment Institute

TESAF s,
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Impact vs. commitment by sector

Source: Donofrio et al., 2017; Henders et al., 2015
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Outline

* The leather case study

—_— TESAF

Typical supply chain of leather

High level of informality

High transaction costs

Unwillingness to report due to

Lack of legislation and  business competitiveness
enforcement tools

— TESAF nme,
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Why Italy and Brasil?

List of importing markets for a product exported by Brazil
Product: 41 Raw hides and skins (other than furskins)
and leather

Indonesia [N
Taipei, Chinese  [INIIN
Germany  [INENNENN
Korea, Republic of [N NINININ
Thailand  |ENEENN
Mexico  [IINEN
Hong Kong, China | NI
Hungary NI
viet Nam [N
United States of America [ NN NS
— — 1
china I

0 500000 1000000 1500000 2000000 2500000 3000000 3500000

mExported value in 2012 MExported value in 2013 ®Exported value in 2014 MExported value in 2015 MExported value in 2016

Source: ITC, 2017; UN COMTRADE 2016
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—The Italian side
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Italian tanning industry

Lombardy
7 I 7 { Veneto 53%
Tuscany

Bovine, sheep ond goot leamher for footweor ond leather goods

Workees 735

Toncedies 38

Oupst  275mhe )
126mae Campania

Export™

Source:

ISTAY
Unioncomere
Movimpresz

X

UNIC

UNIC (Italian Tanners’
Association) is the trade
association that since 1946
represents and protects the
Italian tanning sector, strategic
industry in the leather
manufacturing value chain and
key player in the Italian
economic context.
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Italian tanning industry
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Italian leather by destination sector

Footwear 41.8%

Leather goods 25.3%
Fumniture 15.5%
Car interior 10.2%

& and giovl:s 51%
. Other 21%
dostinations

Source: UNIC, 2017
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Waste product vs. by-product

Where to start the LCA
(Life Cycle Analysis)?

- from the livestock
management
(= by-product) or

- from the slaughterhouse
(= waste)?

EU Commission, Environmental
Footprint pilots
Leather Pilot project

TZSAF sumesome,
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Waste product vs. by-product

UNIC, Sustainability Report 2015

“Tanning industry uses as raw
material semi-finished leather or raw
hides/skins, which come almost
exclusively from the food industry
(over 99%) of which they are waste.”

EU Commission,
Environmental Footprint pilots
Leather Pilot project

A significant advance in terms of
considering it as a byproduct. This
position helps to enlarge the scope
outside of the tanning facility and
consider upstream processes when
talking about carbon footprint of leather.

T=SAF :

Examples of best practices worldwide

LEATHER
WORKING
GROUP

LWG — Leather Working Group “Hide traceability
Audit Protocol” — special attention to

deforestation and Brazil (with tanneries

certified)

(JIBS)

JBS - the biggest meat producer in Brazil

JBS Italy Srl. — Leather division of JBS, with
tanneries in Arzignano and traceability system
for leather due to sourcing from its own farms
and slaughterhouses in Brazil.
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Outline

—The Brazilian side
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Developments in Brazil

* Brazil loses more forests 30000
than any other country in
the world = 984 000 ha yr-!

—CSéricl

Desmatamento sinmulado

= = Média de referéncia (1996-2005)

25000
(FAO 2016) - Metaderedudo até 2020
- Redugio observada até 2016
: 20.000 - - Redugioa ser realizada até 2020
» After significant gain in 2 .
reducing deforestation in X i
the Amazon region, £ L
numbers are back on the z
rise g e \§ y
« Agriculture is responsible ; 5000 » WA
for *91% of deforestation = g
in Brazil (Hossonuma et al. 7

2012):
— 58% Commercial
— 33% Subsistence

2afase  3aFase
PPCOAm  PPCOAm

Source: MMA 2017
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Million heads
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Evolution of live cattle in Brazil
according to the regions (1985-2915)
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Cattle ranching: a direct driver of
deforestation 2 maps of deforestation
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Source: [BGE 2016 deforestation from 2001-2015... and from 2009-2015

The 2001-2015 map shows a much higher relation to
deforestation and size of cattle herd/slaughter

Source: : Hansen, /UMD/Google/USGS/NASA, accessed through Global Forest Watch
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Ranking of annual variation on
the cattle slaughter - State -

Sub-national top producers

Ranking of annual variation of the
total amount of raw leather by

Sio Paulo P—
Py S——————,%;

2015-2016 tanneries - States - 2015-2016
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Supply chain up to slaughterhouses

§

Cattle farms

Environmental Context
z Small

Based on: IBGE 2017, Walker, Patel and Kalif 2013
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Tanneries «
Leather producers
Intermediaries B I I
Domestic
Brazil Market
Foreign market 3 '\/\/\/
Foreign
Markets
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Cattle farms | Large
fattening farms

SIF(=259)

Slaughterhouses
(78%)

In 2016:

exports

Environmental Context

Trade continuum

SIE
(17%)

_——

Small

calving ranches,

b4

Supply chain up to slaughterhouses

sIn 11.7% > mininum size of
(5%) N clandestine market
between reported vs. raw hide

* 29,67 Millions of bovines were
slaughtered under a type of
sanitary inspection

21 2808

+ US$ FOB 4,34 Billions in beef

Sources: IBGE 2017, Walker, Patel and Kalif 2013, IBGE 2016
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SIF
Slaughterhouses (78%)
Other
Tanneries

SIE
(17%)

-
| = 250 186E database %

SIM
(5%)

Origins of whole raw cattle hide received by tanneries in 2016

Leather supply to tanneries

NI
(11.7%)

9

e 2016
Origins Unit %
Total 33618634 100
Federal slaughterhouses 22040476 65.6
Tanning service providers 7966 204 23.7
Salters (Intermediaries) 2716989 8.1
Municipal slaughterhouses 440 810 13
Other tanneries and other origins 225721 0.8

Source: IBGE 2017
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Sources: IBGE 2017, Walker, Patel and Kalif 2013, IBGE 2002

96,9% > chromium-based
2,8% > tannin-based
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Tanneries supplying to the external
market -

Tanneries =250 IBGE
database 17 Gold
certificates
Leather
producers Sources: CICB and ApexBrasil 2017
Wet-blue
T Semi-finished
Intermediar . Finished —§ . X Domestic
ies Market
(=33%
o /\ /\/\/\/\““‘7
Italy
télla

Hong Kong

In 2016:

* = 67% Brazilian
leather
production is
exported (value)

Vietnd
69%

+ US$ 2,033
Billions
Outros

Source: CICB 2016a
Sources: IBGE 2017, Walker, Patel and Kalif 2013, CICB and ApexBrasil * Graph does not include manufactured
leather products exported

2017, IBGE 2002, CICB 2016a
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Added value along the supply chain

Environmental Context

Trade continuum

gl

Average price per unit %

Calf > 378 US$ Cattle farms { Large Small
CEPEA 2017 |
Cattle - 1000 US$ (i e I e M
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)
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Wallet? > L . Narket
Brazil
~ Italy . '
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Outline

« Conclusions

E T=SAF -

Conclusions

Brazilian side

+ Complexity of upstream supply chain makes it difficult to trace animal
hides to individual farms and prevent deforestation and forest
degradation

* Thus, “zero deforestation commitments” by large individual
companies operating for the international market can hardly be a
panacea for stopping deforestation in Amazonia (important role of
small enterprises and of the domestic market)

+ Zero deforestation in Brazil should be associated to a policy aimed at
increasing the productivity of farms (currently, average 1.6 head of
cattle/ha) and to using only already deforested lands

» The Brazilian government pledged 22 Million hectares to restoration
and low-carbon agriculture by 2030, suggesting a shift in balance
from command-and-control measures to incentivizing a more
sustainable economy.

R T=SAF -
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Conclusions

Italian side

No clear awareness about the link between deforestation and leather
sector among consumers, big brands, and large stores

Italian tanners no motivated to give transparency to the origin of the
leather (individual cases excluded)

Challenges to create synergies with meat industry

Challenges to invest in a potential competitive advantage ("Buy
Italian responsible leather’) and reduce problems of forest
degradation

Risk to create a dual market (leather not associated to forest
degradation for the rich European consumers vs. “normal” leather for
other consumers)

_ T=SAF sumem s

Thank you!
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