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Chapter 13
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The private sector

Can zero deforestation commitments save tropical
forests?

Pablo Pacheco, Haseebullah Bakhtary, Marisa Camargo, Stephen Donofrio,
Isabel Drigo and Dagmar Mithéfer

Key messages

e There are three approaches to private sector commitments on zero
deforestation: individual company or group-level adoption of voluntary
standards; sector-wide supply chain-based interventions; and mixed supply
chain and territorial initiatives at jurisdictional level.

¢ The main implementation challenges of these approaches are the limits
of voluntary standards, traceability systems that are difficult to implement,
selective actions that cannot deliver at scale, associated leakage effects, and
persistence of segmented supply chains.

e Approaches have evolved to deal with such challenges, however progress
requires committed companies to increase implementation efforts, other
supply chain actors to adhere to commitments, and governments to harness
the potential of jurisdictional approaches.



Private sector commitments in a nutshell

|
Deforestation due to
commercial agriculture is a
persistent problem in the
tropics. It leads to biodiversity
loss, contributes to climate
change, and has other

negative environmental and

social effects.

Private sector sustainability
commitments seek to produce
and source commodities in
ways that reduce the risk to
forests.

Zero deforestation pledges are
promising, but have limits. Their
implementation needs to be
accelerated, transparently, to
show real results and progress.

Improved supply-chain
management measures and
complementary initiatives at
the territorial/jurisdictional
level would enhance the
effectiveness of commitments.

Approaches to support zero
deforestation, and their
implementation strategies, are
generally commodity-specific.

Implementation of private sector
commitments varies across
products; palm oil is most
advanced, followed by cocoa and
soy. Coffee and beef lag behind,
despite the fact that beef causes
the most deforestation.

Governments, companies and
NGOs agree that better
management systems,
partnerships and market deals
are needed for more effective
commitments.
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13.1 Private sector commitments and approaches

Deforestation driven by commercial agriculture is a persistent problem in the
tropics (Curtis et al. 2018), in spite of growing private sector efforts such as
codes of conduct, certification, and individual and collective commitments to
sustainability (Lambin et al. 2018). Company commitments to zero deforestation
(ZD) hold significant potential, but have limited scope and coverage and relatively
slow implementation, making it challenging to halt persistent deforestation with
its multiple causes and actors (Geist and Lambin 2001; Busch and Ferretti-Gallon
2017). When forest is converted to agricultural land, the large income streams
generated benefit both influential elites and significant numbers of local people
and immigrants, who make a living from small-scale agriculture. Poor government
capacity tends to lead to weak enforcement of land-use and environmental
regulations; there is often also a lack of political support in jurisdictions where ZD
actions are in place (Stickler et al. 2018).

Some segments of the private sector, notably consumer goods manufacturers
(CGMs) and retailers, are committing to advance sustainable supply, specifically
to address deforestation driven by agricultural commodities (Climate Focus 2016).
The number of commitments to zero deforestation has grown rapidly in recent
years (Box 13.1), although this is now beginning to plateau (Haupt et al. 2018).
These commitments embrace different levels of ambition and ways to link with
suppliers (Jopke and Schoneveld 2018). However, to date only 98 (21%) of all
ZD-committed companies are working with suppliers and have clear, actionable
goals to implement traceability systems (Forest Trends 2018).

This chapter provides reflections on the progress and challenges associated with
ZD commitmentimplementation, with a focus on forest-risk commodities (i.e., palm

Box 13.1 Zero deforestation targets in the most relevant platforms

Consumers Goods Forum (CGF): Brings together consumer goods manufacturers and retailers in
pursuit of business practices that enable industry-wide efficiency and positive change. It aims for zero net
deforestation by 2020. www.theconsumergoodsforum.com

New York Declaration on Forests (NYDF): A non-legally binding political declaration that grew out of
dialogue among governments, companies and civil society. It aims to halve natural forest loss by 2020
and end it by 2030. http://forestdeclaration.org

Amsterdam Declaration (AD): The Amsterdam Group is a formation of seven European
consumer countries. It aims to achieve a fully sustainable palm oil supply chain by 2020.
www.idhsustainabletrade.com/uploaded/2016/06/declaration-palm-oil-amsterdam. pdf

Cocoa & Forests Initiative: Top cocoa-producing countries (Cote d'Ivoire, Ghana and Colombia) agreed
on frameworks for action in 2017/2018; cocoa and chocolate companies are aiming for no further forest
conversion for cocoa production, and for the elimination of illegal cocoa production in national parks.
www.idhsustainabletrade.com/initiative/cocoa-and-forests


http://www.theconsumergoodsforum.com
http://forestdeclaration.org
http://www.idhsustainabletrade.com/uploaded/2016/06/declaration-palm-oil-amsterdam.pdf
http://www.idhsustainabletrade.com/initiative/cocoa-and-forests
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oil, cocoa, coffee, beef and soy). Limited research exists on ZD commitments and
theirimpacts (Newton and Benzeev 2018). Both the type and scope of private sector
commitments are linked to the commodity’s characteristics and its supply chain
configuration. For example, palm oil and its derivatives tend to be embedded in
a final product; this makes attributes such as environmentally friendly production
both less likely to gain attention and more difficult to trace, compared to single-
ingredient products for direct consumption, like coffee. In turn, a proportionally
larger number of smallholders are involved as primary suppliers in coffee and
cocoa compared to oil palm and beef. This prompts differing motivations and
interests in social standards and decent labour, linked to diverse end-consumer
market pressures.

Three main approachesto supportZD supply in forest-risk commodities have been
adopted by companies and backed up by multistakeholder platforms, NGOs and
governments:

e anindividual company or group-level approach, based on Voluntary Standard
Systems (VSS) to demonstrate compliance with production or management
practices, at household, smallholder group, plantation or concession level;

* asectoral approach, with a focus on supply chain-based interventions, seeking
to manage risks or mainstream environmental concerns along the entire supply
chain from downstream buyers to upstream producers;

¢ a mixed supply-chain and territorial approach, labelled as a ZD jurisdictional
approach, which relies on public-private partnerships to support sustainability
actions, primarily orchestrated by NGOs or multistakeholder coalitions.

These three approaches are described in detail in Table 13.1. The extent to which
these approaches are achieving impact against their own theories of change is in
question. The first approach is challenged by the degree to which non-compliance
with voluntary standards leads to restricted market access. The second, by whether
CGM and retailer commitments can lead to whole market change, by forcing other
players’ adherence to voluntary standards, codes of conduct or specific policies.
The third approach depends also on government action; this action is vital, both
to reverse the institutional constraints that are limiting wider supplier uptake
of sustainability practices, and to establish systems that link more sustainable
jurisdictions with responsible buyers and end-consumers.

13.2 The scope of commitments across commodities

Inthe palm oil sector, implementation of private sector ZD commitmentsiis relatively
more advanced. Progress has been seen in cocoa and soy supply chains, however
there hasbeen less progressin coffee and beef, despite beef constituting the largest
direct cause of deforestation. Differing levels of commitment to zero deforestation
can be explained in part by when different certification systems were established
(Forest Trends 2017), but consumer pressure also influences this, depending on
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Table 13.1 Dominant approaches to zero deforestation in forest-risk

commodities

Ultimate goal

Theory of change

Implementation
unit

Catalysers

Operational
approach

Policy
instruments/
mechanisms

Individual company or
group-focused approach
based on adoption of VSS

To expand sustainable and
third-party certified supply

Asegregated supply from
companies complying with
sustainability standards
contributes to secure access
to markets and benefit from
price premiums.

Plantation, concession or
management unit, involving
individual farms and
collective operations

Voluntary sustainability
standards (e.g., FSC, PEFC,
RSPO, RTRS, Rainforest
Alliance and UTZ)

Certification and verification
of specific management
units

* Certification of
management and
production standards

* Auditing/verification

* Chain of custody
assurance

Sectoral approach with
focus on supply chain-
based interventions

To delink deforestation
from commodity supply
within a specific sector

Companies in specific
value chains sourcing
from landscapes at risk
from deforestation trace
their supply to exclude
non-performing farmers,
and implement actions to
ensure compliance with
adopted ZD criteria.

The entire supply chain,
linking upstream suppliers
(small-and large-scale) to
downstream end-buyers

NYDF, Business platforms
(e.g., GCF, TFA 2020), and
government platforms
(e.g., Amsterdam
Declaration and Marrakesh
Declaration)

Definitions, criteria and
methods to set aside forest
areas for conservation
(e.g., HCS and HCV)
accompanied by supply
source traceability

* Traceability of suppliers

* Incentives to enhance
suppliers’ performance

* Monitoring and
verification

Mixed supply chain and
territorial approach at
jurisdictional level

To ensure sustainable
jurisdictions and verified
sourcing areas

Alignment of state
regulations and private
sector policies, supported
by multistakeholder
coalitions in specific
jurisdictions, leads

to a reconciling of
production, environmental,
conservation and social
inclusion targets.

Territorial units, which
correspond to different
jurisdictional boundaries,
often at subnational level

Governors' Climate
and Forests Task Force,
BioCarbon Fund, IDH
and WWF

Public policies, regulations
and standards at territorial
level, combined with
private sector interventions
to clean supply chains

* Land-use planning
* Tenure arrangements
* Extension services
* Financing schemes

Notes: FSC = Forest Stewardship Council, GCF = Green Climate Fund, GCF = Governors' Climate and
Forests Task Force, HCS = High Carbon Stock, HCV = High Conservation Value, IDH = Sustainable Trade
Initiative, NYDF = New York Declaration on Forests, PEFC = Programme for the Endorsement of Forest
Certification, RSPO = Roundtable on Responsible Palm Oil, RTRS = Roundtable on Responsible Soy,
TFA 2020 = Tropical Forest Alliance 2020, UTZ = the label and program for sustainable farming, WWF =
World Wildlife Fund / World Wide Fund for Nature.
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the vicinity of production to forest areas, impacts of production expansion on iconic
species, and business operation size. Palm oil sourcing companies, for example,
have faced more reputational risks due to media criticism for their involvement in
deforestation that affects orangutan habitat (CDP 2017), while chocolate companies
are facing financial risks due to the decreasing productivity of cocoa trees (Camargo
etal. 2018). Although the Soy Moratorium was labelled as the first zero deforestation
agreement in the tropics (Gibbs et al. 2015), it failed to cover the Cerrado biome,
the most active frontier of large-scale soy expansion (Trase 2018).

Specific interventions depend on supply chain configuration, specific consumer
pressures and the regulatory environment; this has led key players across different
commodities to adopt different types of commitments to clean their supply chains
and reduce their exposure to risk. The scope and type of commitments across key
forest-risk commodities are explained in Table 13.2.

2020 is a popular deadline for targets - 33% of companies tracked by Supply
Change have at least one commitment targeting 2020 (155 out of 473). Overall,
about a third have reported significant progress towards their goals: 32% (49 out
of 155) of companies with at least one commitment targeting 2020 are 75% of the
way towards their commitment(s), with a minority of companies (15%, 23 out of
155 companies) reporting no progress towards their 2020 commitment(s) (Forest
Trends 2018).

13.2.1 Palm oil

Palm oil is the focus of the majority of commitments (59%) made by companies
tracked by Supply Change (Forest Trends 2018). However, these commitments
only involve key sector players in the sector, i.e., CGMs, traders, and major palm oil
corporate groups that produce, process and trade palm oil, and that have adopted
No Deforestation, No Peat, No Exploitation (NDPE) policies. A small number of
food companies (8 of the 16 more influential groups), including Unilever, Mars and
Nestlé, are releasing data on all of their sourcing mills (Greenpeace 2018). A major
issue is that an unknown number of independent mills and third-party suppliers
have still not adhered to such commitments. The governments of main producer
countries Indonesia and Malaysia have made clear that national regulations must
be followed (Pirard et al. 2017), rather than corporate sector policies (Pacheco et
al. 2018). National sustainability standards in Malaysia and Indonesia have also
been issued to counteract Roundtable on Sustainable Palm Qil (RSPO) standards
(Hospes 2014). Traceability is challenging, as a significant portion of oil palm (40%
in Indonesia) is planted by smallholders. Illegal tenure, disconnected incentives,
a lack of tailored finance and poor regulatory enforcement constitute the main
challenges of the sector (Pacheco et al. 2017). Mainly at subnational level, different
initiatives have emerged to support wider uptake of improved practices, such
as jurisdictional certification pilots under RSPO in Central Kalimantan and Sabah
(Luttrell et al. 2018a).



167

g REDD

g

sforming

Tran

abed jxeu 0} panunuo)

¢’ SJUBW}ILULIOD
{z dney ‘siapel

pUE SIainyeMmuew
‘slapes} ‘s105sa204d
‘s1i9anpoid buipnpul
‘sajuedwiod | 4 1ses| Iy
‘wnuojelo|y fos

3} 0} payul| SIapei} ulepy

“uozewy
uel|izeig ay} 0} pajiwi| ale
959y} Inq ‘(wntoxeio Aog)
sayoeoidde urey Ajddns
pUE [e110}1113} PaUIqI0d
pue (Sy1Y) sayoeoidde

SSA [enpiAipul aie aisy]

‘ureyd Aiddns
fos ayp wouy uoneisaiopp
Aue ayeuiwis 03 si |eob ay|

Kos

‘siypedieaw
1596619 ¢ ‘Juswasiby o) o
‘(BIUQPUOY PUB 0SS0.) 0JB|A
‘Bleq) Salels € Ul sigyediesw
96 Jo buisudwod 9y e

‘sayoeosdde

[e10)23s pue saydeoidde Auedwiod
[enpiatpul ybnoiyl yiom pue
'SJUBWHWWO) (7 PaIRIGUIa dARY
saluedwiod pooy Wealsumo(

‘(uawiaalby
¥9)uswaalbe [eiaie|iq areaud
e pue (Jy1)Juswsaaibedignd e
ybnoiys saruedwod jo juawbas

e Ajuo Buuanod saydeoidde ureyd
fjddns |e10p8s apnpul asay]

“UO1EISBI0JBP
0492 0} PAJILUIWIOD 0S| BARY UIBY)
fjddns ayy umop saiueduiod poo4
's1a1|ddns §8aq 1a.1pul pue Pailp

410q LLIOJ} UO1}EISBIOJBP 0182
ARIL28 0} SWIE 5 {U011eISI0JBP

[ebay|1 e3euIwl|a 03 Swie JyL

joog

“uoneAIasuod AlsIanipolq
0] SHLIWO) SIapes}
[eqojb Jofew G joIN0 | o
“SUBLUHILULIOD (7 PUP
fys1anipolq aney siajielas
pue 51835201 ‘saluedwiod
UlBW JO 8 JOIN0 € o
‘SSA UMM 10M S13|1ela
pue siaiseol abie| ||y e

“SaAljeIIUl

[BLI0}AI3) OU INq ‘SaARINUI
Auedwiod d1j1dads 03 payul|
saydeoidde ureyp Ajddns
Ma} B pue (apeiyie4 pue
d1uebio ‘auel||y 1saiojurey
‘710 “6°8) sayoeoidde gsp
[EnpIAIpul spnpul 8ssy]

“UO11B]S81043P ,)UBd3I OU,
Bupinsse ‘anjea uoleAIBSUOD
ybiy jo seaie pue sease
paypajoid uo spedul
anijebau buipione adeiquia
1sow Inq Iay1p S|eon)

33}40)

‘fisnpui synduy | pue
siapel} ¢ ‘sajuedwiod 4|

;'8AIJeIIU| 5158104 3 00D
ay Japun saypeodde
[euoyua) Buibiawa

pue ,'sswwelboid
fj1geuteisns ybnoiyy
saypeosdde ureyd
fjddns [enpiaiput
(uel||y1sai10juley
pue 7| ‘apeiuiey

"B-8) sayoeordde GSA
[ENPIAIpUT 8pN[UL 8SaY]

"B0J0) PAIJINLY J0
a|qeureisns bupinos pue
‘uonesaiojop buneuiwis
0} Jwwod uorodoid
abie| e1nq 4ayp s|eon

2030)

“BISBUOPU|
pue eiskeje|y ut sdnoih
alelodi0d Jofew ||y «'S1apes)
PUB SIaiN}IenUBL ‘SIBPEl)
's10ss3201d ‘s19anpoud
Buipnpui saiuedwod gz

“Burinos pue uonedyusd
[euom1ipsun{ ybnoiyy
fjurew ‘sayoeosdde
[euoyiuy pue uteyd Ajddns
paxiw pue ‘(frjod 34aN)
sayoeoidde uteyd-Aiddns
Paseq-1032as pue [enpIApul
(0dSy) saypeosdde SSA
[ENPIAIUL 3PNUL 853Y]

'$1S310§ (SOH) %2018

uogued ybiy pue (A\JH)
an|eA uoljeAlasuod ybiy
bunaioid Aq ped ur ‘34an
0} Jlwwod uorodoid
abie| e1nq 4aip s|eon

wied |10

Bumwwod
sdnoib
ajelodi0d
lofepy

sanneniul
101035 3)eAld

|eob ajewnyn

UOI1L}S91043p 049Z 0} SUSWHWWOD Ayipowwod A Jo adAy pue adods z'g| s|gel



/YHeaasenrg| zioogieak,/:dny (g1 0g) @sel] wodj sejewnsy (1) (g1 0g) 1044814 pue ussknyued uo paseq serewnsy (Y) {/eaibe-Ajddns-e0o02-jeqo|6
-J0-SPJIY1-0M)/B10 UOIIEPUNOJROD0DPIOM MMM//:d11Y 8Ses|ay SSaid Uollepuno4 eod0D) POAA (B) !/s1seio)-pue-eod02/aA11LNIUI/UI0D 9PRIIS|CRUIRISNSYPI MMM
//:5dny aAneniu| sise1o4 g 20207 (4) (9 10Z) oqunmueyN pue obiewe) (8) (£ 10g) je 18 Bamuieas (p) ‘jpd uoneiuswa|duw|-liayi-pue-syuswliwwo)-a1edodio)-uo
-ssa160.14/90/8 1 0z/speojdnausiuod-dm/Bio gzozen mmmy//:isdny (g10g) e 18 1dneH (9) X(9102) OdSY (q) /610 abueyo-A|ddns//:dny ebuey) Ajddng (e) :se1oN

‘SIBPUBYO ‘sadeaspue|
'suoibas  me| buipiebal fouaiedsuen ‘suone 93}§02 Jo uonepelbap ‘spjaIh mo| Juawadiojua Aiojenbai
$S0IJ€ S$}I0MaWeI} ASN-PUE Juawulanof uo auapuadap MO|S ‘JUBLUAIOJUS  PUBINOGE| PJIYD ‘SBIINIDS ’B3M pUE 3IUBUL ‘BINUR) sabuajjeyd
ut eualld Buniagip ‘abexes ‘s1a11ddns 1auiput jo Ayijiqesdes) pue BuLIONUO}\  UOISUBIX® ‘8dueul} ‘ainus] 1eapun ‘fyjiqesdel] Jeuonesad
p'sabijod daN Aq
paianod fyeded buuyel
|10 wied seiskejepy
PUE BISBUOPU| JO %t/ o
,'BISauopu| pue eiskefe|y
ul eaie pajue(d ays o
;wnioelop Kog $IV%ST o pAIy} B 10} SJUNOIE
PUB S}UaW}IWILIO0] Japel} "uozeuwy ueljizeig ays ui siatjddns 7IN%6 fjuo siyring ‘70z ul
fos Buipnpui ‘spodxa 1alp Ajuo anjoaul Juswaaife SpeILIIed 0 1UBWYIWIWOI SWOS
fos ueljizeig || J0 %Y o VL pueuawaaiby y9 e PERIEI %9 I3PUN PAIBN0I %GO o
> £10T Ul UaWhjwiwiod 1107 WEDIO Sy < 79L0ZUl | SIUSWNWWO)
AWOS JApUN PaIaN0) U1 JUBWHWWO) 3WOS J3puUn SJUBI||Y 15310JUleY %9 e sAiddns  uonesyiuad Odsy Japun £q paianod
fiddns |eqo|6 jo %L e paianod Ajddns |eqo|b jo o | e :Ajddns |eqo)b jo 9 [eqoyb jo /z Inoqy fddns jeqo6j0 97 o Ajddns jo 9
‘uonelsalopep bunjey pue “winyoeiow
‘fusianipolq bumnayoid fysianipoiq buipaoud pue uoi3edo||e pue| uo
“uozeuwy ‘(85UBDI| [BIUBWIUOIIAUD pue uonepelbap buisianal 'sasn pue| a|qeuleIsns s18Y30 (0dSI) 110 Wied
ueljizesg ayp ui uteyd Aiddns ue Buipjoy pue Aisibay ‘fyandnpoid Buiseainu bunueyus ‘uonepeibap 3|qeuleIsng ueiskefe|y
391J-U0I18}S310J3P B 10} [EJUSLUUOIIAUT [BINY 03 UOISAYPE 'Me| [eUO}eU 0} BJUaIBYpe Buisianal ‘fanpnpoid pue ‘(0dsI) |10 Wied
SWe YIym ‘apo) 158104 "6°9) spadse yomawely [eba| Bunnsse asiseydwa Bupoddns asiseydwa  9|qeuleisng ueissuopuj se SHI0MaLLI)
ay} yym aduedwod 10185 pajesodiodul aney sjuawaaibe yiog 19K '1agjip suonejnbay 194 '1agjip suonejnbay 4oNs ‘SpIepuels [euoren Ki01e|nbay

fos

994

33}J0)

200)

wied |10

penunuo) z'gl a|qeL


http://supply-change.org/
https://www.tfa2020.org/wp-content/uploads/2018/06/Progress-on-Corporate-Commitments-and-their-Implementation.pdf
https://www.tfa2020.org/wp-content/uploads/2018/06/Progress-on-Corporate-Commitments-and-their-Implementation.pdf
https://www.idhsustainabletrade.com/initiative/cocoa-and-forests/
https://www.idhsustainabletrade.com/initiative/cocoa-and-forests/
http://www.worldcocoafoundation.org/two-thirds-of-global-cocoa-supply-agree/
http://www.worldcocoafoundation.org/two-thirds-of-global-cocoa-supply-agree/
http://yearbook2018.trase.earth/

Transforming REDD+ | 169

13.2.2 Cocoa

About 80% of global production originates from smallholder farmers, who
struggle with basic social and technical needs, leading to low yields. Corporate
commitments in the cocoa sector historically addressed social issues such as child
labour and poverty (International Cocoa Agreements, Dutch Letter of Intent), but
now increasingly focus on deforestation (Camargo et al. 2018). Although some
companies made pledges towards addressing deforestation after the New York
Declaration on Forests, and the World Cocoa Foundation (WCF) emphasised
environmental issuesin its 2014 CocoaAction programme, it was not until 2017 that
leading chocolate and cocoa companies joined with cocoa-producing countries
Céte d'lvoire, Ghana and Colombia to collaborate on halting deforestation and
restoring forests. Such initiatives are addressing productivity gaps and inefficient
land use, by providing smallholders with training and improved access to
agricultural inputs, and by supporting agroforestry (Kroeger et al. 2017). However
not all supply chain companies are committed to tackling deforestation and
reducing GHG emissions. Other actors (e.g., input providers, packaging and
transportation) are not targeted by campaigns, despite contributing to negative
social and environmental externalities (other than deforestation) that can also lead
to GHG emissions (Camargo and Nhantumbo 2016).

13.2.3 Coffee

Globally, coffee production varies in scale, from large estates to smallholder
systems with few coffee trees. The sector has many well-established VSS, and is
characterised by intensive collaboration between VSS and coffee companies,
roasters and retailers (Mithofer et al. 2017). Environmental organisations such as
Conservation International have pushed commitments towards forest conservation
and restoration via the Sustainable Coffee Challenge. In 2016/17, 55% of global
coffee production was certified to sustainability standards (Panhuysen and Pierrot
2018). Roasters and VSS frequently partner with each other, with coffee companies
increasingly complementing such partnerships with company-own initiatives that
focus ontechnical assistance (Panhuysen and Pierrot 2018). The main VVS narratives
focus on ‘conserving biodiversity’ rather than zero deforestation; for example, the
Common Code for the Coffee Community (the 4C Association) - which has the
largest coverage of all VSS - does not commit to zero deforestation, and other VSS
address zero deforestation indirectly, as only plots not recently converted from
forest can be certified. Close to 50% of VSS-certified coffee is produced under 'no
recent deforestation’ criteria. Only Nestlé and Starbucks have public deforestation
positions on their company websites.

13.2.4 Beef

Over the last 40 years, the beef industry has been the main direct driver of
deforestation in the Brazilian Amazon. Since 2009, NGOs and public authorities
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have pressured meatpackers to change their practices, with federal prosecutors
threatening to sue meatpackers due to their co-responsibility in deforestation. This
has led to two cattle agreements: (i) the Agreement for the Adjustment of Conduct
(Termo de Ajuste de Conduta, TAC), which applies to more than 50 meatpackers
in the Brazilian Amazon; and (ii) the G4 Agreement, signed by Greenpeace
and the three largest meatpacking companies (JBS, Marfrig and Minerva). The
agreements differ only in that G4 aims for zero deforestation while TAC demands
the removal of illegal deforestation from the supply chain. The agreements have
increased control over the beef supply chain, resulting in 83% traceability. This
can be partially attributed to food safety issues in beef consumption (Forest
Trends 2016). However both agreements face limitations; enabling control only
over direct suppliers has led to indirect supplier practices like cattle laundering of
unregistered herds (Gibbs et al. 2016). Likewise, the enforcement of minimal legal
obligations in order to meet the 2012 Brazilian Forest Code meant there were no
obligations to change farm-level management.

13.2.5 Soy

Major soybean traders, by endorsing Brazil's Soy Moratorium, agreed not to
purchase soy grown on Brazilian Amazon lands deforested after July 2008. In
2016, after several extensions of the moratorium, soy traders decided to maintain
the agreement indefinitely. Farms violating the moratorium are identified using
satellite monitoring, and noncompliant farmers are blacklisted. Monitoring data
and audits confirm high compliance. The moratorium involved traders of around
90% of all Brazilian Amazon sourced soy (Gibbs et al. 2015). Yet, this level of
control has likely exacerbated the expansion of soy production in other regions,
like the Cerrado, where environmental laws are less stringent. The supply chain
transparency platform Trase (2018) indicates that four major soy traders - jointly
responsible for almost half of Brazilian soy exports between 2006 and 2016 -
have made ZD commitments encompassing their entire supply chain. In 2018,
the Cerrado Working Group, coordinated by WWF and the Brazilian Association
of Vegetable Oil Industries (Associacido Brasileira das Industrias de Oleos
Vegetais, ABIOVE), was established to negotiate a new agreement to reduce
soy's conversion of natural vegetation in the Cerrado. Efforts were also made to
establish programmes with a jurisdictional approach (e.g., the Produce, Conserve
and Include strategy in Mato Grosso) to tackle problems associated with leakage
(Nepstad etal. 2018). Much of the current expansion is taking place in the Matopiba
region, which stretches across four states, making jurisdictional coordination more
difficult.

13.3 Implementation challenges across approaches

There are several challenges with private sector ZD commitments (see Taylor and
Streck 2018). Here we discuss those faced by the three approaches discussed,
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linked to their underpinning theories of change and operational frameworks for
implementation, which have both potential and limitations.

The individual company or group-level approach, which focuses on adoption of
VSS, faces challenges due to addressing zero deforestation through certification.
While certification can stimulate the adoption of good practices, it is not designed
to have impact outside certified land and thus cannot achieve impacts at scale
(Forest Trends 2017; van der Ven et al. 2018). Likewise, not all VSS include zero
deforestation targets, meaning companies committing to VSS-certified supply are
not automatically addressing deforestation. Some systems like RSPO NEXT have
proposed more stringent criteria, but just a few companies with higher targets
have adopted these (RSPO 2017). Critically, certification has not penetrated the
market enough to bear out its theory of change. For it to be effective, buyers need
to demand certified supply, with criteria that explicitly include zero deforestation.

The sectoral approach to ZD, which focuses on wider supply chain-based
interventions, faces three related challenges. First, it is complex in practice to
trace the production of all suppliers - including independent smallholders with
their unclear tenure rights and informal access to finance and inputs (Pirard et al.
2017) - and differentiate between legal, standard-compliant suppliers and those
who are not (Nepstad et al. 2017). Second, segmentation of the supply chain and
market is problematic. Companies source across the same landscape from diverse
types of farmers, with varying capacities and incentives to comply with company-
imposed standards and regulatory frameworks (Gibbs et al. 2016); in addition,
some farmers operate through shadow companies (Chain Reaction Research
2018). While certain companies are trying to address deforestation, others are
not, and in the absence of sector-wide commitments, such companies can benefit
from spurious market advantages. The third challenge is that of additionality from
companies adopting ZD commitments. As better-performing companies tend
to embrace more ambitious commitments (Haupt et al. 2018), upgrading costs
become higher, further reinforcing market segmentation for companies lagging

behind.

As the jurisdictional supply-chain and territorial ZD approach builds upon the
previous two approaches, it faces both previously mentioned challenges and
additional ones. One such challenge is a lack of incentive or reward mechanism to
improve the performance of suppliers, particularly smallholders. Partnerships and
collaborative action are needed, both with financial institutions, so as to mobilise
finance, and with private service providers and government agencies, so as to
facilitate the adoption of improved practices (Bronkhorst et al. 2017). Ensuring
that institutional conditions support ZD actions will require state agencies to deal
with territorial zoning, land regularisation, extension services and environmental
conservation. Verifying progress independently and transparently is critical,
as is making that information useful for monitoring progress and enhancing
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accountability. This will support co-learning on cost-effective actions that contribute
to compliance, maximise ZD commitment benefits and minimise trade-offs. Finally,
beyond the jurisdiction, a significant challenge is that of potential leakage across
locations, as companies applying more rigorous commitments can displace lack
of compliance to places where it is easier to circumvent regulations, or less likely
to capture attention.

13.4 The way forward

Itis highly unlikely that the 2020 targets set by individual companies and initiatives
under the New York Declaration on Forests and Consumer Goods Forum will be
met. Removing deforestation using the three approaches outlined in Section 13.1
requires addressing existing gaps amongst them. This means committed
companies must increase their implementation efforts, additional supply chain
actors must adopt commitments, and outside actors must become involved -
particularly domestic companies in emerging consumer markets such as China
and India. This will require committed companies to enhance their monitoring,
accountability and transparency in order to improve theirimpactand make it visible
to society. This should lead civil society organisations and financial institutions to
further support these companies, as it is unlikely that more companies will come
on board if those trying to improve their performance are exposed to intense
criticism due to lack of progress.

The challenges identified here can be tackled in diverse ways. To ensure zero
deforestation, VSS must incorporate explicit criteria and methods for companies
or producer groups to assess and report compliance with ZD targets, as seen in
palm oil and coffee standards. Such improvements must come alongside efforts
to expand the uptake of certification across larger territories, as proposed by the
jurisdictional certification approach.

The sectoral supply chain-based approach hasattemptedto deal with the limitations
of VSS in halting deforestation. To overcome the remaining challenges this
approach faces requires increased investment in traceability systems, and making
use of emerging methods and technologies, such as those using fine resolution
remote sensing data and blockchain technologies. To overcome segmentation
within supply chains and markets, performance gaps between suppliers must be
resolved (Pacheco et al. 2018). This requires co-investment schemes involving all
supply chain actors, including providers of inputs, packaging and transportation
(Camargo et al. 2018).

The mixed supply chain and territorial approach arose to tackle major challenges
like market segmentation and differentiated performance amongst suppliers,
along with the need for improved public and private partnerships, particularly
at subnational level, so as to foster common goals in specific jurisdictions.
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Jurisdictional sourcing offers additional incentives for companies and investors
trying to reduce their risk exposure to deforestation. But that alone is insufficient
unless companies are committed; additionally, NGOs and governments must
initiate co-investment schemes to improve local production systems, delivery of
finance, inputs and services, and market deals, so that ZD commitments are more
effective for all supply chain actors. Strengthening public governance structures -
particularly in areas recipient to leakage - is also vital to reach ZD goals.

Ultimately, for subnational initiatives to be effective, they should align with
both national government regulatory frameworks (e.g., environmental law and
fiscal incentives) and with wider corporate sustainability policies and consumer
country government regulations that support sustainable sourcing of forest-
risk commodities. This alignment is essential to scale up the impacts of ZD
commitments.
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