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Summary

Halting the destruction of tropical rainforests has long been an environmental cause
célebre, but an area of forest the size of England continues to be lost each year. This gives
rise to around 17 per cent of global greenhouse gas emissions, greater than global
emissions from transport. Addressing deforestation is as essential as decarbonising
electricity or transport if we are to avoid dangerous climate change. A failure to act on
deforestation could double the cost of avoiding dangerous climate change to 2030.

Deforestation is caused by a range of factors, many of which are exacerbated by a growing
global population and increasing consumption. Halting deforestation requires:

e support for rainforest nations to help them manage their development so that it
does not allow continued deforestation;

e management of the demand for commodities whose production encourages
deforestation; and

o the introduction of a mechanism to pay developing countries for maintaining, and
in due course recreating, their forests.

The UK needs to act in all three areas if its policies on deforestation are to be successful.
Ignoring any one undermines the effectiveness and durability of action in the other areas.

Supporting rainforest nations

We welcome the Government’s long-term support for forest governance in rainforest
nations. The Government must ensure that wider official development assistance,
including that which is delivered bilaterally through arms-length bodies like CDC Group
plc, or multilaterally through bodies like the World Bank, helps to halt deforestation and
avoid dangerous climate change. The Government must ensure that the multilateral
forestry funds to which it contributes deliver more effective responses to deforestation.
More resources should be given over to work on forests, given that action on deforestation
promotes both development objectives and climate change mitigation.

Managing demand

The Government must ensure that demand for agricultural commodities and timber in the
UK is met without directly or indirectly causing deforestation. The Government should
also lead the reform of agriculture globally towards more sustainable patterns of land use
where growing demand for commodities can be met at the same time as halting
deforestation. As part of this work the Government must:

o remove subsidies that contribute to deforestation, such as biofuels policy;
o develop sustainability standards for agricultural commodities;
o implement and enforce government timber procurement; and,

e seek an EU-wide ban on illegal timber imports combined with robust sanctions.
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Illegal timber imports are still a fact of life within the UK timber trade.
Paying for forests

The UN’s climate change negotiations appear to be focused on the creation of a payment
mechanism, even though deforestation will continue unless action is also taken on the
supply- and demand-side causes of deforestation.

We have found that there is disagreement about where funding for a forest payment
mechanism should come from. At this stage we believe that forest credits should not be
permitted in the EU Emissions Trading Scheme. The Government must look at alternative
sources of funding, including the hypothecation of EU ETS revenues. A forest payment
mechanism will fail to protect rainforests, and hasten the global extinction crisis, unless
effective safeguards exist to prevent primary forests from being converted to plantations.
Protection of biodiversity and local communities should be a precondition of a country
being eligible for forest payments; robust environmental safeguards need to be built into
any international agreement on deforestation.

Conclusion

Failure to halt deforestation will lead to greenhouse gas concentrations in the atmosphere
exceeding safe levels, even if industrial emissions are reduced to zero. Failure to end
deforestation quickly could double the cost of avoiding dangerous climate change to 2030.
The economic, environmental and development case for immediate action on
deforestation is clear. Success is possible only if the international community works
together effectively.! In the medium-term, the focus must be wider than just deforestation.
Globally we must find a more sustainable way to use land that encompasses agriculture,
forestry, development, biodiversity and climate change.

1 The Eliasch Review, Climate change: Financing Global Forests, October 2008
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1 Introduction

Why are forests important?

1. Halting the destruction of tropical rainforests has long been an environmental cause
célebre but the destruction of forests continues. Rainforests contain nearly ninety per cent
of the world’s terrestrial biodiversity and are the home to some 60 million people.” The
UN’s Food and Agriculture Organisation has calculated that around 13 million hectares of
forest, an area approximately the size of England, are lost each year.’?

2. When trees decay or are burned the carbon dioxide they have stored as they grow is
released. Deforestation also causes carbon stores held in soil to be released. Around 17 per
cent of global greenhouse gas emissions come from deforestation; it is the third largest
source of greenhouse gases emissions behind energy supply and industry and ahead of
transport. Even if industrial emissions of carbon dioxide were reduced to zero, emissions
from deforestation would raise concentrations of greenhouse gases in the atmosphere
above the level at which dangerous climate change becomes more likely. In his Review of
the Economics of Climate Change Lord Stern said, “without prompt action emissions from
deforestation between 2008 and 2012 are expected to total 40Gt CO,, which alone [is]
greater than the cumulative total of aviation emissions from the invention of the flying
machine until at least 2025”.* Forest loss can also lead to local climatic changes that result
in further forest loss; this raises the prospect of entire forests dying with consequential
releases of greenhouse gases and a negative impact on climate change.’

3. The relationship between forests and the climate goes further than simply the emission
of carbon that occurs when they are cleared. Met Office research suggested that present-
day CO, concentrations would be higher were it not for tropical forests acting as a ‘sink’ for
carbon. Tropical forests appear to have soaked-up around 10 per cent of the carbon
emitted since the Industrial Revolution, and they continue to take up carbon today.
Research suggests that every year each hectare of rainforest draws down around three
tonnes of carbon dioxide.® So for each hectare of rainforest that is cleared there are
emissions associated with the loss of trees, emissions from the soil and a loss of sink

capacity.

4. The Eliasch Review found that preserving forests could cut by as much as half the cost of
climate change mitigation by 2030.” It calculated that the net benefits of halving the
emissions from deforestation to 2030 could equate to net saving of $3.7 trillion.* McKinsey
and Company found that substantial cuts in deforestation and the expansion of forests into
marginal land are required to prevent dangerous climate change. The McKinsey analysis

Ev 15

The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 21

HM Treasury, Stern Review on the Economics of Climate Change, October 2006, p 547
Ibid, p 24

The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 21
Ibid, xii

Ibid, p 69
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implied that deforestation would have to be halted in Asia and Latin America, and 70 per
cent of deforestation prevented in Africa, by 2025. It would also require new forests to be
established on 330 million hectares of land, equivalent of reforesting an area of land the
size of India.” They found that this can be achieved at relatively low cost—€2 to €30 per
tonne of CO, equivalent (tCO,e)."” This compares to costs of €575 to €800 tCO,e being
spent today supporting the conversion of sugar beet to biofuel in the EU."

5. Halting deforestation is as essential a part of preventing dangerous climate change as
decarbonising electricity or transport. A huge attraction of forest protection is that no new
technology is required to achieve substantial reductions in emissions at a very low cost.
Globally we must first slow and then halt deforestation within 15 years and establish new
forests across a significant area of land. This needs political will in both rainforest and
developed countries.

International negotiations

6. Negotiations for a successor to the UN Framework Convention on Climate Change
(UNFCCC) Kyoto Protocol, which expires at the end of 2012, include plans for an
international forest protection framework to reduce emissions from deforestation and
forest degradation (often referred to as a REDD mechanism). Formal decisions on this will
not be taken until the conference at Copenhagen in December 2009, but discussions have
started about how this might be taken forward.

7. We launched this Inquiry on 17 July 2008 to help inform the debate on how to reduce
emissions from deforestation. We also took this opportunity to follow up some of the
recommendations we made in our 2006 Report into sustainable timber.'> We received
written and oral evidence from a range of sources including individuals, NGOs, trade
associations and the Government. We are grateful to all those who contributed to our
inquiry; they are listed at the end of our Report."”

9  McKinsey & Company, Pathways to a Low-Carbon Economy, p 11
10 lbid, p 120

11  When the costs of subsidies across the EU are factored in. Global Subsidies Initiative, Biofuels—At what cost?
Government support for ethanol and biodiesel in the European Union, October 2007, p 3

12 Environmental Audit Committee, Second Report of Session 2005-06, Sustainable Timber, HC 607-I
13 See pages 37 and 38
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2 Deforestation and sustainable land use

The causes of deforestation
8. The Eliasch Review identified five underlying factors driving deforestation:
e Population growth
e Rising income
o Changing diets
o Policy incentives
e Land tenure and governance."

9. Pressures on forests are expected to intensify. The global population is predicted to
increase 50 per cent by 2050, to 9 billion people. A growing population and rising incomes
have led to growing consumption of meat and dairy products, which take much more land
to produce than vegetables; 1kg of beef takes 100 times more land to produce than the
same weight of potatoes.”” 30 per cent of the earth’s land surface is now given over to
livestock. About 33 per cent of the world’s arable land is used to produce livestock feed.
Livestock production is a major cause of deforestation in the Amazon.'¢

10. Climate change might add further to land use pressure, either because agricultural
yields could fall or because of demand for biomass to provide low-carbon fuel. The
Government’s Chief Scientific Adviser, Professor John Beddington, recently warned that as
the population grows demand for food and energy will jump 50 per cent by 2030."”

Changing the global approach

11. The Eliasch Review argued for a global change in the way that land is used, based on “a
sustainable system of global production which can meet increasing demand for
commodities and lead to reduced carbon emissions, better livelihoods for the poor and
preservation of non-carbon ecosystem services such as biodiversity”.'® It identified three
‘levers’ available to policy makers to achieve this change:

o Carbon finance (to provide a financial incentive to keep forests);

o Supply-side policies (to discourage in-country policies and practices that facilitate
or otherwise lead to deforestation); and

14 The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 36
15 lbid, p 38

16 Food and Agriculture Organisation of the United Nations, Livestock’s long shadow: Environmental issues and
options, 2006

17 “World faces 'perfect storm' of problems by 2030, chief scientist to warn”, The Guardian, 18 March 2009
18 The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 52
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e Demand-side measures to support sustainable production (to help shift economic
incentives away from deforestation).

12. The Eliasch Review recognised that each rainforest nation would need to ensure its
growth and development strategies put all three of these policy levers into use."” A similar
approach was put forward in the UN’s Millennium Ecosystem Assessment (MEA), which
we reported on in January 2007.%°

13. Some witnesses thought that climate change negotiations side-lined supply- and
demand-side issues focusing instead on the development of a payment mechanism.?' Huw
Irranca-Davies MP, Minister for the Natural and Marine Environment, Wildlife and Rural
Affairs, Defra, recognised that the negotiations should address issues other than the
development of a payment mechanism. He said reforms would need to be driven by
rainforest nations but the high-level engagement by a large number of rainforest nations
gave him cause for optimism that these wider issues might be addressed.*

14. An agreement on reducing emissions from deforestation and forest degradation
will be required if the UNFCCC conference in Copenhagen in December 2009 is to be a
success. We are concerned by evidence that the negotiations are focusing solely on the
development of a payment mechanism. An agreement at Copenhagen must include a
decision that the global community will also act on both the supply- and demand-side
causes of deforestation. In particular, the UK and other developed countries must
reduce the impact of their consumption patterns on deforestation and forest
degradation.

15. In the remainder of this Report we consider the key political action required in terms
of:

e Support for rainforest nations to ensure their development does not lead to
deforestation;

e policies to shift demand away from commodities that lead to deforestation; and

e asystem to compensate developing countries for maintaining forests.

19 The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 214

20 Environmental Audit Committee, First Report of Session 2006-07, The UN Millennium Ecosystem Assessment, HC 77
21 Ev172

22 Q188 [Mr Irranca-Davies]
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3 Supporting rainforest nations

Governance

16. Key to tackling deforestation is effective governance in rainforest nations. This includes
effective forest management but also wider reforms of governance including the
establishment of effective and independent judicial systems, legal and tax reforms, and
action on issues associated with land tenure.”

17. Chatham House estimated that some $550 million to $3.7 billion would be required
over the next five years to reform governance in the forty rainforest nations that might
participate in a mechanism to pay for reduced deforestation.* But it cautioned that its
analysis was based on projects that had often failed to achieve the desired outcome; the
actual costs of successfully addressing governance problems could be larger.”® Five years
might be enough time for some countries to undertake the necessary reforms, but others
will need longer.® Chatham House also cautioned that governance reforms are unlikely to
succeed without the political will to implement change, and this was unlikely to be
forthcoming “unless some of the overwhelming current economic incentives for
deforestation are reduced”.”

18. When we visited Cameroon we saw first hand that poor governance prevents
sustainable forestry management. Although Cameroon has some of the most developed
forestry laws and policies in the region these are undermined by:

e alack of enforcement of legislation;

e ineffective or corrupt collection of forest revenues;

o ineffective distribution of benefits to local communities; and
e alack ofland tenure rights for local communities.

The recent Tropical Forest Tenure Assessment published by the Rights and Resources
initiative found that reform of land tenure in the Congo basin was proceeding very slowly
and would take 260 years to achieve the levels of recognised ownership or rights by local
communities as in the Amazonian countries; if reforms were increased to match the pace
of reform in Amazonian countries it would take only sixteen years.”

19. In October 2008, a European Commission Communication recognised that there
would need to be financial support for developing countries to undertake the necessary
reforms, but that this support would be ‘performance-based and provided on the basis of

23 Q93
24 Ev58
25 Ev58
26 Q98
27 Ev58

28 Rights and Resources Initiative, Tropical Forest Tenure Assessment: Trends, Challenges and Opportunities, May 2009
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verified results’.” The UK Government is pressing for financial support to be linked to
reductions in deforestation.”® Joan Ruddock MP, Parliamentary Under-Secretary of State
Department for Energy and Climate Change (DECC) recognised the challenges in this area
but argued that there was cause for optimism given the strong signals being sent by a
number of countries that they were willing to make a forest agreement work.*!

20. Countries that face the greatest governance challenges might not be able to participate
in a forest payment mechanism from its start.’* This could lead to ‘leakage’—protecting
forests in one country could increase deforestation in a country that is not participating, so
that emissions are not reduced overall. To ensure that countries with major governance
problems are not excluded from a payment mechanism a sectoral approach could be
taken—rewarding countries for initiating reforms that will protect forests rather than only
for changes to deforestation rates. For example, countries could be rewarded for
successfully implementing the legal reforms necessary, even if these do not result in
verifiable emissions reductions.

21. The UK Government must lobby for an agreement in Copenhagen that includes a
mechanism to support capacity building and effective governance in rainforest nations.
The Copenhagen agreement must reduce the economic drivers of deforestation.

Bilateral support for good forest governance

22. DAID has a five-year, £24 million, Forest Governance and Trade Programme that “aims
to tackle the problems of illegal logging in developing countries and the associated
international trade in illegally logged timber”.”> A number of witnesses and the Rights and
Resources Initiative (a coalition of international, regional and community organisations
engaged in conservation, research and development) commended this work, and the
Government’s involvement in moving forward the EU’s Forest Law Enforcement,
Governance and Trade (FLEGT) Programme.*

23. Funding for forest governance is increasingly being channelled through multilateral
organisations, such as the recently launched £50 million Congo Basin Forest Fund (CBFF)
(managed by the African Development Bank) and the Forest Carbon Partnership Facility
(FCPF) (managed by the World Bank). Michael Foster MP, Parliamentary Under-
Secretary of State, DfID, argued that while bilateral projects give the government very tight
control and ownership of projects, they can be resource intensive for both the donor and
recipient countries. By channelling funds through multilateral organisations such as the
World Bank “you get more effective and efficient use of money [and] you get much wider
coverage of your particular project because more money is banded together under one

29 European Commission Communication, Addressing the challenges of deforestation and forest degradation to tackle
climate change and biodiversity loss, 17 October 2008

30 Q229
31 Q 186 [Joan Ruddock]
32 Q104

33 “Forest Governance and Trade Programme (2006-11)", Department for International Development, 24 April 2009,
www.dfid.gov.uk

34 Q157
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roof”.* The Minister acknowledged that it was essential to have clear oversight of
multilateral funds. The Government is represented on the governing bodies of the CBFF
and FCPF.

24. We recognise the benefits of channelling funding through multilateral
organisations, but the Government must ensure that these organisations effectively
deliver its aims. More resources should be given to bilateral activity on forestry related
issues, especially as development objectives and climate change objectives are well
aligned in measures to reduce emissions from deforestation.

25. A disadvantage of a shift to funding through multilateral organisations might be the
loss of civil service expertise. We have raised concerns about the loss of environmental
experts at DfID and FCO over the past few years.”® We have been concerned that this
might damage the ability of these departments to integrate environmental issues into their
broader work programme.” Robin Webster, Friends of the Earth, argued that there needs
to be more support for departments working in forest governance:

[...] there are under-resourced and struggling parts of [the Government] and parts
of the European Commission working on the FLEGT process which have developed
considerable expertise on this over the years in terms of working on issues like
governance, issues like land tenure, how you work intensively with one country in
order to tackle these issues. If that had more resource—and it is about finance, it is
about expertise, it is about a real sharing of knowledge, it is about a long-term
commitment and process—that is the way we can start to tackle these issues, rather
than a headlong rush into a carbon market process.”®

26. DAID plans to close its bilateral programme with Cameroon in 2011. When we were in
Cameroon some interlocutors thought that this closure indicated a lack of UK
Government commitment to tackling environmental issues in the region. This is of
considerable concern given the need to encourage the Cameroonian government to protect
the Congo Basin forest—the second largest rainforest after the Amazon.

27. We caution against further reductions to UK bilateral activity in significant
rainforest nations. The UK must be able to work effectively on environmental issues in
its bilateral relationships. Outsourcing environmental work may lead to a reduction in
civil service expertise and the UK’s effectiveness in this field. The Government must
ensure it retains an appropriate level of expertise. We welcome the call by the
International Development Committee for DfID to re-establish engagement in the forestry
sector.”

35 Q254

36 Environmental Audit Committee, Tenth Report of Session 2005-06, Trade, Development and Environment: The Role
of DFID, HC 1014; Environmental Audit Committee, Fifth Report of Session 2006-07, Trade, Development and
Environment: The Role of FCO, HC 289

37 Environmental Audit Committee, Fifth Report of Session 2006-07, Trade, Development and Environment: The Role
of FCO, HC 289

38 Q50

39 International Development Committee, Fifth Report of Session 2008-09, Sustainable Development in a Changing
Climate, HC 177, para 51.
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The Forest Carbon Partnership Fund

28. The Forest Carbon Partnership Fund (FCPF) was launched by the World Bank in 2007
to assist developing countries in reducing emissions from deforestation and degradation,
and to influence global thinking about how to achieve this as part of a UNFCCC
agreement. The process was meant to be fully integrated with other sectors and existing
programmes, especially with regard to biodiversity and development.* Saskia Ozinga, of
FERN (a forest NGO), told us that there has been a failure to ensure that FCPF work was
complementary to other good governance processes and that it had caused a shift in focus
from governance reform to a debate simply about how to channel funds to developing
countries in the quickest way possible.” FERN and the Forest People’s Programme claimed
that:

[...] the process has been rushed, is implicitly linked to a market based REDD, is
dominated by central governments, and has so far involved little or no consultation
with indigenous peoples, local communities or civil society organisations.
Furthermore [...] the World Bank’s forest fund is not following its own rules or
safeguard policies.*

29. In February 2009, the World Resources Institute published a review of the governance
plans of countries participating in the FCPF. This found that several governance issues

»

were “generally and conspicuously” missing:
e inadequate consideration of law enforcement requirements;
o limited analysis of existing land tenure issues and potential obstacles to reform;

e a lack of attention given to achieving coordination across sectors with few
countries acknowledging “potential conflicts between policies to reduce
deforestation and policies in the agricultural or infrastructure sectors”; and

o inadequate consideration of how to manage and disburse REDD payments,
“significantly [raising] the risk of corruption and elite capture”.

The review concluded that the countries participating in the FCPF need to focus more on
overcoming governance difficulties.*’

30. We welcome the Forest Carbon Partnership Facility and hope that it will influence
thinking on how to reduce emissions from deforestation and forest degradation. If
implemented effectively, the strategies that are developed under it could play a key role
in helping rainforest nations shift to more sustainable land use. We are concerned,
however, that action being taken under it could be undermining work the Government

40 “Forest Carbon Partnership Facility: a framework for piloting activities to reduce emissions from deforestation and
forest degradation”, The World Bank, 6 May 2009, http://wbcarbonfinance.org

41 Q160

42 "World Bank’s forest and carbon fund is failing forests and peoples”, Forest Peoples Programme, 1 December 2009,
www.forestpeoples.org

43 “A Review of 25 Readiness Plan Idea Notes from the World Bank Forest Carbon Partnership Facility”, World
Resources Institute, February 2009, www.wri.org
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has done elsewhere to improve forest governance. In its response to this Report the
Government should make clear what action it has taken to address these criticisms.

Forest dependent people

31. Around 1.6 billion people rely “heavily” on forest resources for their livelihoods,
including “60 million indigenous people living in the rainforests of Latin America,
Southeast Asia and West Africa”.** Any changes to forest governance, or access to forest
resources, could have a large impact on such people. Fiona Watson, of Survival
International, pointed out that indigenous peoples are “possibly the most marginalised of
any groups; people who have very little and in some cases no access to any information
about potential developments on their land and what their rights are under national let
alone international law”.* She argued that forest carbon payments could lead to a land
grab, with governments or others seeking to restrict access to forests leading to an erosion
of forest dependent peoples’ rights.*s

32. Charlie Kronick of Friends of the Earth saw the protection of forests and the protection
of forests peoples as being mutually reinforcing. He pointed to evidence that one of the
most effective and cheapest methods for protecting forests is to protect the rights of
indigenous peoples to their land.*” The Eliasch Review found that lack of clear and secure
land tenure is a “major factor driving deforestation in many nations”.*® It found that “only
when property rights are secure, on paper and in practice, do longer-term investments in
sustainable management become worthwhile”.*

33. A number of witnesses were concerned that the international climate change
negotiations were failing to consult forest dependent peoples or take into account the
potential impacts of a forest payment mechanism on them. Tom Griffiths of the Forest
Peoples Programme pointed out that indigenous peoples’ representatives had protested
that governments “had not paid heed” to them, noting “[a]lthough there had been some
mention by the EU, and, indeed, the UK, actual firm commitments were not forthcoming
at Poznan [which] is a real concern [to] indigenous peoples and groups that support
them”.”” Robin Webster of Friends of the Earth agreed that only “lip service” had been paid
to the issue in both the negotiations and the FCPF.*! Saskia Ozinga of FERN argued that
“recognition of rights [of local communities and indigenous peoples] should be a
precondition for any programme or REDD scheme coming into operation”.** Survival
International also called for the Government to ratify International Labour Organisation
Convention 169 (ILO 169), which recognises tribal peoples’ rights to:

44  Food and Agriculture Association of the United Nations, Forest-based Poverty Reduction: A Brief Review of Facts,
Figures, Challenges and Possible Ways Forward, 2002

45 Q155

46 Q 155 [Ms Watson]

47 Q45

48 The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 44
49 |bid

50 Q156

51 Q45

52 Q159
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o theland they traditionally use and live on
o meaningful consultation about projects affecting them
e freedom from discrimination.”

34. The Government recognised that in order to protect local people “we clearly have to
strengthen rights and governance”.*® The DFID Minister believed that the UNFCCC
negotiations recognised the needs of local communities and indigenous peoples and that in
Poznan there had been a “very clear commitment” to consultation with such groups. The
Government was seeking to ensure that the rights of local people to their land were
established, and that part of this process would be to ensure effective governance more
widely.”® Joan Ruddock MP, Parliamentary Under-Secretary of State, DECC, cautioned
that it was a challenge negotiating on this issue with sovereign states but that the
Government hoped that a deal at Copenhagen “will have an element in it which recognises
the rights of indigenous peoples”.** The Committee is aware of new British technologies
that could play an increasing part in helping local communities to map their forests and
secure their land rights.

35. We welcome the Government’s wish to ensure that forest peoples’ rights are
recognised in the agreement at Copenhagen. We believe that eligibility for forest
payments should be conditional on the protection of local communities. Commitment
to a rights based approach might be evidenced by ratification of International Labour
Organisation Convention 169 on Tribal and Indigenous Peoples; the UK Government
should encourage rainforest nations to sign and ratify this treaty.

Wider aspects of development policy

36. In 2006 we concluded that DfID’s climate change policy lacked coherence, saying: “On
one hand it highlights the seriously detrimental impacts of climate change [...] on the
other hand it is directly and indirectly responsible for very significant emissions]...]
through the projects it funds”.””

37. The Eliasch Review acknowledged the difficulties associated with balancing
infrastructure development and the environment. It found that the “rigorous application of
environmental and social impact assessments [are] a key means to expose the inevitable
trade-offs between different policy objectives, make decisions in the full knowledge of the
likely impact on deforestation and rural livelihoods, and put in place mitigation strategies
where necessary”.”® It also found negative impacts will only be avoided if forestry objectives
are mainstreamed into national growth and development strategies.

53 “International Law", Survival International, 7 May 2009, www.survival-international.org
54 Q215
55 Q215
56 Q188

57 Environmental Audit Committee, Tenth Report of Session 2005-06, Trade, Development and Environment: The Role
of DFID, HC 1014

58 The Eliasch Review, Climate change: Financing Global Forests, October 2008, p 58
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38. DAID, through CDC Group plc (CDC), invests in developing country infrastructure
projects. CDC aims “to maximise the creation and growth of viable businesses in poorer
developing countries, through responsible investment and mobilising private finance”. Its
Investment Policy “requires it to[...] follow best practice in corporate governance and
business ethics, as set out in its Business Principles”.”® In August 2007 a subsidiary of CDC
was granted a concession to “develop, finance, build and operate” a dam in Cameroon at
the Memve’ele waterfalls on the Southern edge of the Campo Ma’an National Park. The
project was to be located close to the park’s “richest part in terms of wildlife”, which was to
be “seriously affected by the dam construction”.®® The park is home to gorillas, elephants
and other endangered species.® CDC said it was “confident that there have been high
environmental, social and governance standards in place throughout [its] involvement
with the Memve’ele dam”, that the proposed dam was a “relatively small, run-of-river
hydro project and most of the area where the dam would be located has already been
designated for forestry concessions”. On 6 April 2009 CDC informed us that
“unfortunately, due to lack of progress on a number of issues, Globeleq [the CDC
subsidiary company] have just informed the Prime Minister of Cameroon that it is

withdrawing from development of this project”.®?

39. The National Audit Office has pointed out that DfID uses CDC’s financial performance
as the principle indicator of development impact. It noted financial performance was not
necessarily correlated with environmental and social performance or wider economic
improvements. It recommended “DFID should[...] require CDC to provide validated,
summarised information on the extent of actual adherence to business principles across its
portfolio”.®

40. UK development assistance could increase greenhouse gas emissions and
deforestation if not managed effectively. We urge DfID to ensure that the programmes
and projects it funds bilaterally, including through arms length bodies such as CDC,
and multilaterally, through organisations such as the World Bank, assist progress
towards a low-carbon global economy and halt deforestation. We recognise that in
certain cases projects that lead to managed increases in emissions and deforestation
might be defended on development grounds; indeed many developing countries claim a
right to increase their emissions because they are not responsible for current
greenhouse gas concentration levels. But the need to reduce emissions, including those
from deforestation, must now be included within developing countries’ national
development and growth plans; DfID should ensure that development assistance
contributes to the development of a low-carbon economy.
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4 Managing demand

41. The UK must play its part in ending the economic incentives for deforestation and
increasing those that promote sustainable land use. The Joint Nature Conservation
Committee (JNCC), the Government’s statutory adviser on national and international
nature conservation, recently found that UK investments in the forestry, fisheries and
agriculture sectors are “highly significant from an ecosystem impact perspective”.®* The
JNCC plans to provide further analysis of the data. The Government’s Chief Scientific
Adviser has launched a UK Foresight Programme project on Global Food and Farming
Futures to take a “global view of the food system; considering issues of demand,
production and supply as well as broader environmental issues”.®> The impact of trade
flows on deforestation rates has been recognised in the European Commission’s
Communication on deforestation, which stated that the Commission would assess the
impact of international trade policy and agreements and “study[...] the impact of EU
consumption of imported food and non-food commodities (e.g. meat, soy beans, palm oil,
and metal ores) that are likely to contribute to deforestation. This could lead to considering
policy options to reduce this impact”.%

42. We welcome the Joint Nature Conservation Committee’s work on the UK’s global
impact on biodiversity. This, combined with the Foresight Project on Global Food and
Farming Futures, must be used by the Government to identify how to reduce the
deforestation that results directly and indirectly from UK demand for commodities.
This work should consider the consumption of all imported commodities that affect
deforestation. The Government should take account of and engage with work being
done on these issues by the European Commission.

43. Below we explore some of the policy measures that the Government should use to
mitigate the impact of UK consumption of globally traded commodities.

Agricultural commodities
Global agriculture reform

44. There is a relationship between agricultural commodity demand and the rate of forest
clearance. The Eliasch Review cautioned that improvements in agricultural productivity
could increase profitability and “pressure to deforest could increase in the areas where the
more intense practices are applied”.*” Responses to the food crisis must take account of the
need to protect forests. Demand for food is expected to increase dramatically in future and
must be met in ways that do not increase pressure on forests. Failure to tackle this issue will
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raise substantially the cost of reducing emissions from deforestation and climate change
mitigation more widely.®®

45. Recent agricultural commodity price increases, and related social impacts, have led to
pressure to improve global food security and reform the global agriculture sector. Such
reform must not undermine efforts to halt deforestation. Improved food security and
environmental protection can be achieved in harmony. Agricultural productivity in many
regions can be increased and more food produced on existing agricultural land. 50-70
million hectares of pasture land in Brazil could be released for crop production by
intensifying the very low density of cattle per hectare in parts of the country.®® Reforms to
global agriculture, such as a move away from feeding cereals to livestock, new technology
and the removal of damaging subsidies, could enable the world to “feed the entire
projected population growth alone by becoming more efficient while also ensuring the
survival of wild animals, birds and fish on this planet”.”

46. The Government has created the Council of Food Policy Advisors to advise on food
security, and has commissioned reports on food security that bring these issues together.”
Internationally, the UN’s High-Level Task Force (HLTF) on the Global Food Security
Crisis, established in April 2008, has drafted a Comprehensive Framework for Action
(CFA). In it UN bodies and other relevant international organisations set out their view of
what the response to global food security issues should be. It stressed the need to remove
damaging agricultural subsidies, the need to reassess biofuel policies, and the need to boost
smallholder productivity.”” The G8 nations have agreed to support a Global Partnership on
Agriculture and Food to coordinate and implement international efforts on food security
and other actions identified by the CFA. A joint statement by G8 leaders said that this
partnership “could provide efficient and effective support for country-led processes and
institutions and for local leadership, draw on the expertise in existing international
organizations and, in particular, ensure monitoring and assessment on progress”. As part
of this partnership, “a global network of high-level experts on food and agriculture would
provide science-based analysis, and highlight needs and future risks”.” The G8 leaders said
that they would:

Ensure the compatibility of policies for the sustainable production and use of
biofuels with food security and accelerate development and commercialization of
sustainable second-generation biofuels from non-food plant materials and inedible
biomass; in this regard, we will work together with other relevant stakeholders to
develop science-based benchmarks and indicators for biofuel production and use.”
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47. The Government believes that there is a “solid donor consensus on the need for more
and better support for food security, social protection and agricultural development and
for a global mechanism to help deliver a comprehensive and co-ordinated international
response to hunger”.”

48. There is a direct link between agricultural commodity prices and the rate of forest
clearance. If agricultural commodity prices rise inexorably, the cost of reducing emissions
from deforestation will also increase as it will cost more to prevent forests from being
converted to farmland. Failure to reform the global agricultural system will increase the
total cost of climate change mitigation. A response to the food crisis that leads to
deforestation will exacerbate climate change.

49. A fundamental reassessment of the way in which the global agricultural system
functions is needed. It is critically important that the Government’s response to the
global food crisis includes strong support for a global change in sustainable land use
and an end to deforestation.

50. While we welcome the Government and G8 response to the global food crisis and its
call for a Global Partnership on Agriculture and Food, we are very concerned that the
G8 has failed to address the need for sustainable production of agricultural
commodities. It failed to act on agricultural subsidies, biofuel subsidies and other
damaging trade-distorting measures. This suggests that the G8 countries are not
committed to solving the developing ecological and food security crisis in a sustainable
way.

Sustainability standards for agricultural commodities

51. We concluded in 2006 that there was a need to develop sustainability indicators for
globally traded commodities “to lead [to] more sustainable trade”.’® At the time the
Government rejected this argument, citing political difficulties in achieving such standards,
but following the rush for biofuels the political debate has evolved. Now that the
environmental risks of the policy have been recognised, there has been a concerted effort to
create standards for commodities used as biofuels.

52. As we noted in our 2008 report into biofuels, “an interesting environmental benefit that
might come from a sustainable biofuels market could be the better regulation of all
internationally traded agricultural commodities”. We argued that the potential rewards
associated with a sustainable biofuels market in the EU could “create economic conditions
which would assist in securing international sustainability standards for agricultural
products more widely”. We also recognised that removing damaging agricultural subsidies
in the EU would facilitate a global agreement on such standards.”

53. Recent figures from the Renewable Fuels Agency indicate that 20 per cent of transport
biofuels used in the UK meet environmental sustainability standards, falling short of the
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Government’s target for 30 per cent of biofuels to meet such standards over the year.”
Nevertheless, the fact that some companies are meeting sustainability standards gives us
hope that such standards can successfully be created and applied.

54. Defra research is looking at the impact of various agricultural commodities on
deforestation. The Government is also “stepping up engagement with South East Asian
governments and other stakeholders who have an interest in this, including the round table
on sustainable palm o0il”.” The Defra Minister thought that working on the sustainability of
biofuels might be a way to improve the sustainability of commodities more widely, but told
us that the Government had “not come to firm conclusions on [this]”.*

55. Charlie Kronick, of Greenpeace, and Robin Webster, of Friends of the Earth, both
thought that there was an important role for mandatory sustainability standards in
preventing land use change but that these would need to be part of wider action otherwise
two markets would simply develop—one for sustainable commodities and one for
unsustainable commodities.®'

56. The Renewables Obligation requires electricity suppliers to provide a proportion of
their electricity from renewable sources. Under the Obligation, suppliers are granted a
Renewables Obligation Certificate (ROC) for each megawatt hour (MWh) of eligible
renewable output generated.** 3 million ROCs were issued for output generated using
biomass or energy crops in 2007-08, some 35 per cent of the total issued. As from 1 April
2009, electricity generators will be required to report on the sustainability of the biomass
they use, although this is mainly an information gathering exercise. The earliest tighter
controls might be introduced would be 2010.%* In the meantime this policy is adding to
greenhouse gas emissions by stimulating deforestation.

57. We are concerned that the Renewable Transport Fuels Obligation and the
Renewables Obligation are stimulating deforestation. Potentially damaging biofuels
should not be promoted until the technology improves, robust mechanisms to prevent
damaging land use change are introduced and international sustainability standards
are agreed. The Government must ensure its policies do not stimulate or accelerate
deforestation.

58. It is wrong to apply sustainability standards to commodities used for biofuels but
not for food and we recommend that the Government develops sustainability standards
for all agricultural commodities. The Government should work on ending damaging
agricultural subsidies in the EU and other developed countries so that standards can be
agreed. A mechanism that rewards countries for not converting forests to agricultural
use will make it possible to reach international agreement on sustainability standards.
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The timber trade

59. The UK has a large impact on the global timber trade—it is the world’s fifth largest
importer of crude wood products, and the third largest importer of paper products. We last
looked at the UK timber trade in 2006. We found that illegal logging and the international
trade in illegally logged timber leads to environmental damage and undermines efforts to
manage forests sustainably. It also undermines the work done on improving governance in
rainforest nations. We recommended that the Government introduce a ban on illegal
timber imports.**

60. We asked witnesses whether the situation had improved since we last looked at this
issue. WWEF told us that, while the Government has been “pro-active” in supporting
supply-side measures through the EU’s Forest Law Enforcement, Governance and Trade
(FLEGT) Programme, there “has been no tangible progress on tackling illegal timber since
the [last] EAC report” because not enough had been done to tackle demand.* Chatham
House found evidence to suggest that “implementation is lagging behind commitment”.%
WWEF claimed that roughly 7.5 per cent of UK timber imports are from illegal sources,
making the UK the world’s third largest importer of illegal timber and Europe’s largest,*”

although these figures are difficult to verify given the covert nature of illegal logging.®

61. Three years ago we called for legislation to ban imports of illegal timber. No ban
was introduced and illegal timber remains an unacceptable part of the UK timber trade;
it is possible that the UK is one of the world’s largest importers of illegal timber and
illegal timber products. This failure to ban illegal timber means that the UK is
undermining efforts to improve forest governance and contributing to deforestation
and its associated emissions. The Government can act on this demand in two key ways—
immediately through government procurement of sustainable and legal products and in
the longer-term by enforcing a requirement that timber products are imported only from
legal and sustainable sources.

Public sector procurement

62. Government procurement policies can quickly develop a large market for sustainable
and legal timber. When we last looked at this issue we commended the Government on the
“significant progress” it had made in improving timber procurement, although we had
some concerns about coverage and implementation of the policy.* From 1 April 2009 the
Government has required all timber and timber products used on the Government estate
to be from legal and sustainable sources or licensed under the EU Forest Law Enforcement,
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Governance and Trade initiative.”® It also has a key target, “strongly supported by
Ministers”, to encourage more local authorities to adopt the policy.”!

63. Chatham House told us that public sector procurement policies aimed at excluding
illegal and unsustainable timber products were already proving valuable. Duncan Brack,
from Chatham House, thought that the establishment of a central body to oversee central
government timber procurement policy, the Central Point of Expertise on Timber (CPET),
was “proving successful”.”* But progress in other areas was limited; he pointed out that
local authority action on this issue remains “limited and patchwork”.”> A recent report
found that six out of ten local authorities do not have a timber procurement policy.**
Greenpeace UK thought that a lack of monitoring and enforcement of government timber
procurement rules meant that illegal timber and unsustainable timber “almost certainly
continues to find its way onto Government construction sites”.”> WWF was particularly
critical of policy implementation:

There has been no tangible progress on sustainable procurement of forest products
by UK government departments as a whole. [T]his is down to lack of practical action
to address the problem and inadequate resourcing to meet sustainable procurement
policy commitments. There is a gap between administrative and political agendas,
and apart from the CPET [...] mechanism, which has struggled to deliver change or
appropriate engagement; no specific efforts have been made to bridge this gap. It is
not a government priority at an operational level and does not specifically figure in
local authority goals for action on sustainability.*®

64. A review conducted by CPET in 2008 found that implementation of policy was still
“incomplete”, and that awareness of procurement policy amongst government personnel
was “relatively limited”.”” It recommended that the Government consider the introduction
of a monitoring system, possibly with spot-checks, to improve compliance, and that it
should seek to encourage local authorities to adopt a procurement policy.” It also pointed
out that “there are no implications for those that fail to deliver the policy, even where lack
of compliance is identified [resulting] in very limited incentives for companies to strive to
adhere to the timber procurement policy”.*”

65. Following CPET’s review, Defra “started to pilot new monitoring and reporting
systems to track timber purchases within the department”. It told us that its aim is “to
share successful approaches with Whitehall partners in order to develop a new system for
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recording and reporting volumes of timber purchased throughout central government over
the next year”.'® It stressed that it:

[...] is determined to continue improving its performance on purchasing sustainably
produced forest products, moving to fully sustainable sources and encouraging
others to do the same. The information we have indicates that implementation
remains patchy. Some departments and agencies are ahead of others but it is clear
that there has been a significant move over the last 12-18 months and growing
commitment to ensure full implementation. The achievements made will be used to
inform and develop sustainable procurement practice more generally, including the
recently established Centre of Excellence for Sustainable Procurement (CESP).'"!

66. The Government has a policy framework to ensure the procurement of legal and
sustainable timber by central government but it has been poorly enforced. We welcome
Defra’s development of a timber monitoring and tracking system to address this
problem; an effective system is needed across Whitehall at the earliest opportunity. The
Government should consider introducing penalties to motivate departments and
companies to implement policy. The Government must also insist that local authorities
and the wider public sector adopt timber procurement policies.

Beyond the public sector

67. Chatham House said the “vast bulk of timber illegally harvested [...] is also traded and
consumed outside the remit of the new public procurement policies, supply chain controls
of governments, and companies in sensitive western markets[,] reducing their potential
impact”.!” Additional measures are therefore required to address imports of illegal timber
more widely. The European Commission has recognised this in its proposals for a system
of due diligence:

This proposed regulation asks operators to take concrete steps to minimise the risk
of putting illegally harvested timber and timber products on the EU market.
Operators will use the due diligence system, thus enabling them to ascertain the
legality of the products [...] The proposed regulation will make it an obligation for
traders to identify the country of origin of their timber, and ensure that timber they
sell has been harvested according to the relevant laws of that country.'®

68. Duncan Brack, from Chatham House, thought that the European Commission’s due
diligence proposal would help to reduce illegal timber imports, but only if improvements
were made to the draft regulation; it would fail in its current form. He pointed out that the
rules would only apply at the port of entry into the EU; once a timber shipment had been
granted legal status by a Member State, there would be no further checks applied to the
goods. He argued that if a Member State fails to introduce effective customs controls, it
could become a channel for illegal timber to enter into the EU." The Environmental
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Investigation Agency pointed out that the Commission’s proposal focuses on “operator
behaviour”, “rather than the actual problem [of] illegal timber”, and that the proposal
“does not prohibit illegal timber, meaning illegal timber will remain legal in the EU market
if the regulation is passed without amendment”.!” It also thought that there could be large
variations between countries in the way the proposals could be applied, increasing the risk
of illegal imports continuing.' Friends of the Earth welcomed the due diligence proposal
but thought that clear sanctions needed to be applied:

The proposal should [...] be amended to explicitly make trading in illegal timber and
timber products or the placing of these on the market a punishable offence. It should
specify the different levels of offence (e.g. trading or marketing of illegal timber
products, failure to put in place a due diligence system, insufficient implementation
or weak due diligence systems) and spell out strong deterrent sanctions.'”’

69. The European Parliament’s Committee on Environment, Public Health and Food
Safety has made recommendations to strengthen the proposal “including the introduction
of a requirement that operators place or make available on the market only legally
harvested timber or timber products, at all points in Community market supply chains: in
effect a prohibition on selling illegal products”.'® The amendments also proposed
increasing regulatory oversight by the Commission. On these proposals Defra commented:

[...] we are currently minded to seek the inclusion of a prohibition on placing
illegally harvested timber on the Community market. We believe that making it an
offence to place illegally harvested timber on the Community market could
strengthen the Regulation, and send a clear message to operators that such activity
was no longer acceptable, creating a level playing field for importers across the EU. It
would also enable enforcement authorities to take action where evidence of the trade
in illegal timber had been brought to their attention. However, the UK believes that
such a prohibition should apply only to operators who first place timber or timber
products on the Community market, and that the onus on proving such an offence
should remain with the authorities.'”

70. We support the Government’s desire to strengthen the current EU proposals on
control of the illegal timber trade. The Government must work with the EU to make it
an offence to place illegal timber and timber products onto the market and to introduce
robust sanctions to enforce these rules.
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5 Paying for forests

Where should funds come from?

71. A system to pay compensation to developing countries for not converting their forests
into economic wealth was one of the three key policy levers identified in the Eliasch
Review. Payments for reducing deforestation could be an important source of income for
rainforest nations and could help to create the political motivation to act on deforestation,
and help to change the economic incentives for deforestation. The international climate
change negotiations have focused on this issue more than any other.

72. Witnesses suggested a number of ways to fund a forest payment mechanism. Some
suggested that carbon markets should be used, while others believed that developed
country governments should pay into a fund. Other funding sources could include:

o the partial auctioning of international emission credits normally assigned for free
to each country; $150 billion could be raised each year if 40 per cent of credits were
auctioned at $30-40 per tonne

e alevy placed on emission trading transactions. A $3 per tonne levy on the EU ETS
until 2012 would raise $570 million. A form of this already exists; a 2 per cent levy
is placed on CDM credits for the Adaptation Fund managed by the UN. This will
generate $160-950 million by 2012

e alevy on international activities that cause climate damage; 5 euros per ticket on
international flights could generate 10 billion euros per year

73. The Carbon Market Investors Association and SFM Ltd argued that only carbon
markets could deliver the scale of funds required to halt deforestation. They said actions to
protect forests should earn carbon credits that could be traded in emissions trading
schemes alongside credits earned from industrial sources. The Eliasch Review also
recommended a market-based approach.® It found that forest carbon credits should be
permitted in the EU ETS, albeit with limits is placed on their use.'"" WWEF supported a
market-based approach, but only if developed countries accepted reduction targets greater
than 25-40%."" Barry Gardiner MP, Co-Chairman of the GLOBE Dialogue on Land Use
Change & Ecosystems, thought that a hybrid approach using both private and public funds
would be the way forward. He criticised the UNFCCC negotiations for only focusing on
markets as solutions.'

74. The European Commission has rejected the use of forest credits in the EU Emissions
Trading Scheme (EU ETS) before 2020 and would then permit their use only if it could be
demonstrated to be effective. The Commission was concerned that cheap forest credits
would destabilize emissions trading schemes by lowering the carbon price. The
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Commission suggested that Member States could use credits based on reductions in
emissions due to degradation and deforestation to meet their non-traded sector
commitments, which would have the benefit of trialing the use of these credits. It proposed
that a Global Forest Carbon Mechanism (GFCM) should be established to fund
governance changes in developing countries, to establish policies for addressing
deforestation and to reward reductions in emission due to degradation or deforestation.
The Commission indicated that this could be funded using 5 per cent of auction revenues
from the EU ETS, providing some 2 billion euros per annum by 2020. More recently, the
European Parliament’s Environment Committee proposed that 12.5 per cent of auction
revenues for Phase III of the EU ETS be spent on forest protection.

75. Other witnesses were concerned that a market-based approach might undermine a
move to a low-carbon economy if cheap credits enabled developed countries to defer
action on reducing emissions."* If buying forest credits was cheaper than paying to reduce
their own emissions then industry might stop trying to reduce its emissions and that could
undermine efforts to reduce emissions globally. It might also have a detrimental impact on
global efforts to reduce emissions if funding for low-carbon development in developing
countries was diverted to pay for forest protection.'®

76. We asked Ministers which approach they supported. Michael Foster MP, the DFID
Minister, argued that public funds would not be enough on their own, and that there was
“a general view that it has got to be a combination of private and public money and the
market is one way in which we can lever in the private funding that is necessary”.!'® Joan
Ruddock MP, the DECC Minister, stressed the Government’s view that public funds could
not “possibly provide the level of sustainable funding that would be required. The estimates
are between £10 billion and £20 billion a year to halve deforestation by 2030. We think
those sums are just beyond the collecting pot and we are going to have to find a market
mechanism to do that”.!"”

77. We agree with the European Commission that forest credits should not be included in
the EU ETS at this stage. This should only happen, if at all, after the impact of such credits
has been tested. We also agree with the Government that public finance will not deliver the
scale of funds required and that additional funding sources are necessary. Whether
international discussions lead to a market-based system of payments or a system funded by
another source of revenue there need to be significant improvements in governance and
reforms to legal systems and land-ownership if the payments are going to work.

78. A system to pay for sustaining forests is vital. But such a system could be counter-
productive if it allowed developed countries to continue emitting unsustainable levels
of greenhouse gases or if it diverted funds away from projects that enable developing
countries ‘leap-frog’ carbon intensive development.
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79. We do not believe that a forest payment system based on carbon markets will avoid
these problems at present. Forest credits should not be allowed in the EU Emissions
Trading Scheme at this stage and should be considered only in the future after the
impact of such credits has been tested.

80. The Government must suggest ways to pay for sustaining forests. These should
include non-market funding sources, such as the hypothecation of a percentage of EU
Emissions Trading Scheme revenues and how forest credits could help to meet non-
traded sector emission targets.

81. In the search for a suitable mechanism to pay for forests, the Government must also
examine the supply- and demand-side issues we have identified. A forest payment
mechanism by itself will not stimulate the necessary governance reforms in all
countries. The Government must consider how to link payments for forests to reform
of governance in rainforest nations. It must also act bilaterally to build capacity and the
necessary institutions in rainforest nations. Rainforest nations with severe governance
problems will find it extremely difficult to reduce emissions and they could be
rewarded for making verifiable efforts to develop independent judicial systems and
reform legal, fiscal and land tenure systems that will help halt deforestation in the
future.

Wider impacts of a payment mechanism

82. A payment mechanism could herald a new age of forest protection and enhancement if
countries are motivated to halt the deforestation of primary and natural forests, as well as
establish new forests in a way that enhances biodiversity, mends ecosystems and delivers
sustainable forest products. But a payment mechanism for forests will not protect
rainforests unless safeguards are in place to prevent primary forests from being converted
to plantations. Controls are needed to stop global biodiversity loss being exacerbated by a
forest payment mechanism.

83. A forest payment mechanism could lead to natural forests being replaced by tree
plantations if payments were made solely on the basis of forest area, or net deforestation
rates. Palm oil plantations fit the UNFCCC definition of forests (which only specifies area,
tree heights and density) and they could be eligible for payments.""® Forests could be
replaced by plantations with no loss of payments but biodiversity would suffer, in addition
to the loss of a carbon sink and the release of greenhouse gases. Even if areas of savannah
or heathland are converted to forest plantations there will be biodiversity loss and other
environmental damage.'"”

84. Global Witness thought that such impacts could be avoided if payments were graded
with credits derived from forests of higher biodiversity value would be worth more, and
forests “slated for conversion or under concession agreements with industrial logging
companies” receiving nothing.'*® Greenpeace said that “if carbon finance mechanisms are
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to be effective in reducing emissions from deforestation, they must not support the
replacement of natural forests with plantations and must not subsidize the expansion of
industrial logging, agri-business and other destructive practices into intact forest areas”.'*!

85. The challenge is to ensure that controls do not prevent reforestation, restoration and
afforestation—such activities should still receive significant support as they are also critical
in mitigating climate change. They can reduce pressure on natural forests and, if
implemented sensitively, can lead to habitat recreation and biodiversity improvements.'*
Eric Bettelheim, said that failure to create new forests would prevent deforestation targets
from being reached:

It takes at least a decade from the initiation of a plantation to its first harvest. Even if
we started today to plant new forest, that is sustainable forests, in the form of
plantations of one kind or another, with fast-growing species, in ideal conditions, we
would not meet [targets to halve deforestation by 2020]. So the reality is that, if we
are to achieve REDD in any meaningful sense, we have to embark simultaneously on
a massive shift in an underlying forest product industry. The acreage and the yields
from that acreage will have to increase substantially over the coming decades if we
are to, in fact, reduce the harvest from the native forest.'*

86. The Eliasch Review said that experience from the CDM “suggests that there is little
appetite for establishing mandatory sustainability standards within UNFCCC
mechanisms” and that “primacy of national sovereignty in decision-making about land use
means that an international agreement on climate change will not be prescriptive in how
nations choose to tackle deforestation”.!** The Review suggested that credits should be
made on the carbon content of forests, which would normally be greater in old forests. It
also said that credits generated by programmes that deliver wider environmental aims,
such as biodiversity protection, “could be given preferential treatment in the international
compliance or other markets”.'* But regulation must not be so complicated that it leads to
transaction costs so high that countries are discouraged from participating in any
scheme.'¢

87. Huw Irranca-Davies MP, the Minister of State at Defra, recognised these concerns. He
indicated that the Government would seek to ensure that any payment mechanism would
work on a basis that puts “the emphasis on primary forests rather than clearance of forest
and then replanting”.!” The Minister seemed optimistic that sustainability would be

included in the Copenhagen agreement. He pointed to work that Defra Chief Scientist, Dr

121 Ev9

122 Secretariat of the Convention on Biological Diversity, Draft Findings of the Ad Hoc Technical Expert Group on
Biodiversity and Climate Change, November 2008

123 Q78

124 The Eliasch Review, Climate change: Financing Global Forests, October 2008
125 Ibid, p 191

126 Q85
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Bob Watson, was doing to describe practical solutions to the potential biodiversity impacts
of a payment mechanism.'*®

88. We recommend that payments to forest nations to reward reforestation,
afforestation or avoided deforestation are designed to protect primary and natural
forests. Biodiversity safeguards should be built into any agreement reached at
Copenhagen in December. Restoration, reforestation and afforestation will also be
significant contributors to halting dangerous climate change and should receive
significant support. Balancing these objectives without making a scheme that is so
complex that participation is discouraged is the key dilemma in drawing up any
international agreement.

128 Q 207
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6 Conclusion

89. Failure to halt deforestation will raise greenhouse gas concentrations in the atmosphere
above safe levels, even if industrial emissions are reduced to zero. Failure to end
deforestation quickly could double the cost of avoiding dangerous climate change to 2030.
The economic, environmental and development case for ending deforestation is
overwhelming. Success is only possible if the international community works together
effectively.'”” In the long-term, the focus must be wider than just deforestation. Globally a
more sustainable way to use land that encompasses agriculture, forestry, development,
biodiversity and climate change is essential.

129 The Eliasch Review, Climate change: Financing Global Forests, October 2008
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Conclusions and recommendations

Deforestation and sustainable land use

1.

An agreement on reducing emissions from deforestation and forest degradation will
be required if the UNFCCC conference in Copenhagen in December 2009 is to be a
success. We are concerned by evidence that the negotiations are focusing solely on
the development of a payment mechanism. An agreement at Copenhagen must
include a decision that the global community will also act on both the supply- and
demand-side causes of deforestation. In particular, the UK and other developed
countries must reduce the impact of their consumption patterns on deforestation
and forest degradation. (Paragraph 14)

Supporting rainforest nations

2.

The UK Government must lobby for an agreement in Copenhagen that includes a
mechanism to support capacity building and effective governance in rainforest
nations. The Copenhagen agreement must reduce the economic drivers of
deforestation. (Paragraph 21)

We recognise the benefits of channelling funding through multilateral organisations,
but the Government must ensure that these organisations effectively deliver its aims.
More resources should be given to bilateral activity on forestry related issues,
especially as development objectives and climate change objectives are well aligned in
measures to reduce emissions from deforestation. (Paragraph 24)

We caution against further reductions to UK bilateral activity in significant
rainforest nations. The UK must be able to work effectively on environmental issues
in its bilateral relationships. Outsourcing environmental work may lead to a
reduction in civil service expertise and the UK’s effectiveness in this field. The
Government must ensure it retains an appropriate level of expertise. (Paragraph 27)

We welcome the Forest Carbon Partnership Facility and hope that it will influence
thinking on how to reduce emissions from deforestation and forest degradation. If
implemented effectively, the strategies that are developed under it could play a key
role in helping rainforest nations shift to more sustainable land use. We are
concerned, however, that action being taken under it could be undermining work the
Government has done elsewhere to improve forest governance. In its response to this
Report the Government should make clear what action it has taken to address these
criticisms. (Paragraph 30)

We welcome the Government’s wish to ensure that forest peoples’ rights are
recognised in the agreement at Copenhagen. We believe that eligibility for forest
payments should be conditional on the protection of local communities.
Commitment to a rights based approach might be evidenced by ratification of
International Labour Organisation Convention 169 on Tribal and Indigenous
Peoples; the UK Government should encourage rainforest nations to sign and ratify
this treaty. (Paragraph 35)



Environmental Audit Committee 31

UK development assistance could increase greenhouse gas emissions and
deforestation if not managed effectively. We urge DfID to ensure that the
programmes and projects it funds bilaterally, including through arms length bodies
such as CDC, and multilaterally, through organisations such as the World Bank,
assist progress towards a low-carbon global economy and halt deforestation. We
recognise that in certain cases projects that lead to managed increases in emissions
and deforestation might be defended on development grounds; indeed many
developing countries claim a right to increase their emissions because they are not
responsible for current greenhouse gas concentration levels. But the need to reduce
emissions, including those from deforestation, must now be included within
developing countries’ national development and growth plans; DfID should ensure
that development assistance contributes to the development of a low-carbon
economy. (Paragraph 40)

Managing demand

8.

10.

11.

12.

We welcome the Joint Nature Conservation Committee’s work on the UK’s global
impact on biodiversity. This, combined with the Foresight Project on Global Food
and Farming Futures, must be used by the Government to identify how to reduce the
deforestation that results directly and indirectly from UK demand for commodities.
This work should consider the consumption of all imported commodities that affect
deforestation. The Government should take account of and engage with work being
done on these issues by the European Commission. (Paragraph 42)

A fundamental reassessment of the way in which the global agricultural system
functions is needed. It is critically important that the Government’s response to the
global food crisis includes strong support for a global change in sustainable land use
and an end to deforestation. (Paragraph 49)

While we welcome the Government and G8 response to the global food crisis and its
call for a Global Partnership on Agriculture and Food, we are very concerned that
the G8 has failed to address the need for sustainable production of agricultural
commodities. It failed to act on agricultural subsidies, biofuel subsidies and other
damaging trade-distorting measures. This suggests that the G8 countries are not
committed to solving the developing ecological and food security crisis in a
sustainable way. (Paragraph 50)

We are concerned that the Renewable Transport Fuels Obligation and the
Renewables Obligation are stimulating deforestation. Potentially damaging biofuels
should not be promoted until the technology improves, robust mechanisms to
prevent damaging land use change are introduced and international sustainability
standards are agreed. The Government must ensure its policies do not stimulate or
accelerate deforestation. (Paragraph 57)

It is wrong to apply sustainability standards to commodities used for biofuels but not
for food and we recommend that the Government develops sustainability standards
for all agricultural commodities. The Government should work on ending damaging
agricultural subsidies in the EU and other developed countries so that standards can
be agreed. A mechanism that rewards countries for not converting forests to
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13.

14.

15.

agricultural use will make it possible to reach international agreement on
sustainability standards. (Paragraph 58)

Three years ago we called for legislation to ban imports of illegal timber. No ban was
introduced and illegal timber remains an unacceptable part of the UK timber trade; it
is possible that the UK is one of the world’s largest importers of illegal timber and
illegal timber products. This failure to ban illegal timber means that the UK is
undermining efforts to improve forest governance and contributing to deforestation
and its associated emissions. (Paragraph 61)

The Government has a policy framework to ensure the procurement of legal and
sustainable timber by central government but it has been poorly enforced. We
welcome Defra’s development of a timber monitoring and tracking system to address
this problem; an effective system is needed across Whitehall at the earliest
opportunity. The Government should consider introducing penalties to motivate
departments and companies to implement policy. The Government must also insist
that local authorities and the wider public sector adopt timber procurement policies.
(Paragraph 66)

We support the Government’s desire to strengthen the current EU proposals on
control of the illegal timber trade. The Government must work with the EU to make
it an offence to place illegal timber and timber products onto the market and to
introduce robust sanctions to enforce these rules. (Paragraph 70)

Paying for forests

16.

17.

18.

19.

A system to pay for sustaining forests is vital. But such a system could be counter-
productive if it allowed developed countries to continue emitting unsustainable
levels of greenhouse gases or if it diverted funds away from projects that enable
developing countries ‘leap-frog’ carbon intensive development. (Paragraph 78)

We do not believe that a forest payment system based on carbon markets will avoid
these problems at present. Forest credits should not be allowed in the EU Emissions
Trading Scheme at this stage and should be considered only in the future after the
impact of such credits has been tested. (Paragraph 79)

The Government must suggest ways to pay for sustaining forests. These should
include non-market funding sources, such as the hypothecation of a percentage of
EU Emissions Trading Scheme revenues and how forest credits could help to meet
non-traded sector emission targets. (Paragraph 80)

In the search for a suitable mechanism to pay for forests, the Government must also
examine the supply- and demand-side issues we have identified. A forest payment
mechanism by itself will not stimulate the necessary governance reforms in all
countries. The Government must consider how to link payments for forests to
reform of governance in rainforest nations. It must also act bilaterally to build
capacity and the necessary institutions in rainforest nations. Rainforest nations with
severe governance problems will find it extremely difficult to reduce emissions and
they could be rewarded for making verifiable efforts to develop independent judicial
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systems and reform legal, fiscal and land tenure systems that will help halt
deforestation in the future. (Paragraph 81)

We recommend that payments to forest nations to reward reforestation,
afforestation or avoided deforestation are designed to protect primary and natural
forests. Biodiversity safeguards should be built into any agreement reached at
Copenhagen in December. Restoration, reforestation and afforestation will also be
significant contributors to halting dangerous climate change and should receive
significant support. Balancing these objectives without making a scheme that is so
complex that participation is discouraged is the key dilemma in drawing up any
international agreement. (Paragraph 88)
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Annex

Environmental Audit Committee Visit to Cameroon, 18-23 January
2009

Participating Members:

Mr Tim Yeo, in the Chair

Colin Challen Jo Swinson

Mr David Chaytor Dr Desmond Turner

Mark Lazarowicz Joan Walley
YAOUNDE

Monday 19 January

Breakfast with Heads of Mission of donor countries
President of the National Assembly, Parliamentarians
Working lunch with COMIFAC

Secretary General and officials, Ministry of Finance
Prime Minister

Reception with representatives of Government, Academia and Civil Society

Tuesday 20 January

Minister of Forestry and Wildlife
Minister of Environment and Nature Protection

Roundtable lunch with Civil Society

KRIBI

Wednesday 21 January

Tour of Campo Ma’an Technical Operational Unit
Meeting with WWFE field officers
Visit to community forest project

Visit to local saw mill



Thursday 22 January

Tour of Wijma Sawmill

Visit to Forest Governance Facility Project

DOUALA

Friday 23 January

Douala Port

Local councillors and community leaders, Idenao
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Formal Minutes

Tuesday 16 June 2009

Members present
Mr Tim Yeo, in the Chair

Colin Challen Dr Desmond Turner
Mark Lazarowicz Joan Walley
Reducing greenhouse gas emissions from deforestation: No hope without forests

Draft Report (Reducing greenhouse gas emissions from deforestation: No hope without
forests), proposed by the Chairman, brought up and read.

Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 89 read and agreed to.

Annex and Summary agreed to.

Resolved, That the Report be the Fifth Report of the Committee to the House.
Ordered, That the Chairman make the Report to the House.

Written evidence, reported and ordered to be published on 9 December, 21 April and 28
April, was ordered to be reported to the House for printing with the Report.

Ordered, That embargoed copies of the Report be made available, in accordance with the
provisions of Standing Order No. 134.

[Adjourned till Tuesday 23 June at 10.00am
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Witnhesses

Tuesday 9 December 2008

Mr Johan Eliasch, Prime Minister’'s Special Representative on Deforestation
and Clean Energy, Mr Jonathan Brearley, Director, and Mr Graham Floater,
Deputy Director and the Eliasch Review Team Leader, Office of Climate
Change

Mr Charlie Kronick, Senior Climate Campaigner, Greenpeace and Ms Robin
Webster, Senior Campaigner, Friends of the Earth

Tuesday 16 December 2008

Mr Eric Bettelheim, Executive Chairman, Sustainable Forestry Management
Ltd, and Mr Abyd Karmali, President, Carbon Markets and Investors
Association (CMIA)

Mr Duncan Brack, Associate Fellow, and Ms Alison Hoare, Associate Fellow,
Energy, Environment and Development Programme, The Royal Institute of
International Affairs, Chatham House

Tuesday 10 February 2009

Barry Gardiner, MP, Senior Commission Member, International Commission
on Land Use Change and Ecosystems, GLOBE International

Tuesday 24 February 2009

Mr Tom Griffiths, Co-ordinator, Finance, Programme, Forest Peoples
Programme, Ms Saskia Ozinga, Campaign Co-ordinator, FERN and Ms Fiona
Watson, Campaign Co-ordinator, Survival International

Tuesday 3 March 2009

Mr Michael Foster MP, Parliamentary Under-Secretary of State, Department
for International Development, Joan Ruddock MP, Parliamentary Under-
Secretary of State, Department for Energy and Climate Change, and Huw
Irranca-Davies MP, Minister for the Natural and Marine Environment,
Wildlife and Rural Affairs, Department for Environment, Food and Rural
Affairs

Page
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Ev 74
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Ev 106
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List of written evidence
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CDC Ev 168
Thomas Legge, Alison Hoare and Jade Saunders, Energy, Environment and
Development Programme, Chatham House Ev 55
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Development Programme, Chatham House Ev 59
Sam Lawson, Independent Consultant on behalf of: Energy, Environment and
Development Programme, Chatham House Ev 64
Carbon Markets and Investors Association (CMIA) Ev 41
Defra, DfiD and DECC Ev 98
Environmental Investigation Agency (EIA) Ev 156: Ev 164
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Friends of the Earth Ev 13
Global Witness Ev 158
Greenpeace UK Ev 8
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Joint Nature Conservation Committee (JNCCQ) Ev 143
PEFC UK Ltd Ev 120
Royal Society for the Protection of Birds (RSPB) Ev 133
Sustainable Forestry Management (UK) (SFM) Ltd Ev 31
Timber Trade Federation Ev 140
Tracerco Ev 166

Ben Caldecott, Head of the Environment & Energy Unit, Policy Exchange,
Dominick Spracklen, Institute for Climate and Atmospheric Science,
University of Leeds and Renton Righelato, World Land Trust Ev 137

Woodland Trust Ev 142
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Third Report
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Pre-Budget Report 2008: Green fiscal policy in a
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Reducing CO: and other emissions from shipping

Are biofuels sustainable?

Reducing Carbon Emissions from UK Business: The Role of
the Climate Change Levy and Agreements
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Spending Review: An environmental analysis

Are Biofuels Sustainable? The Government Response

Personal Carbon Trading

Reaching an international agreement on climate change

Making Government operations more sustainable: A
progress report
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Carbon capture and storage
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Sustainable Development
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