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The New York Declaration on Forests is a voluntary and
non-binding international commitment to protect and restore
global forests. It offers a reference point for the state of forests
globally, and tropical forests, in particular.

Over 200 governments, multinational companies, groups representing
Indigenous Peoples and local communities, and non-governmental
organizations have endorsed the New York Declaration on Forests (NYDF).
They have committed to achieve its ambitious targets to end natural forest
loss and to restore forests. The 10 goals of the declaration (Box 1.1) set mile-
stones to maintain and increase forest cover (Goals 1and 5), target specific
drivers of forest loss (Goals 2, 3, and 4), elevate forests into the international
climate and sustainable development agenda (Goals 6 and 7), and ensure
adequate finance (Goals 8 and 9) and forest governance (Goal 10) to enable
the protection, restoration and sustainable management of forests.

Goal 7 of the declaration has been achieved: The Paris
Agreement solidified the importance of forests in the interna-
tional climate agenda. By reference, it integrates the complete
forest-related framework as previously defined by and under
the United Nations Framework Convention on Climate Change.!

Goal 7 of the NYDF calls for endorsers to “agree in 2015 to reduce emissions
from deforestation and forest degradation as part of a post-2020 global
climate agreement, in accordance with internationally agreed rules and
consistent with the goal of not exceeding 2° Celsius warming.” In 2015,

196 Parties to the United Nations Framework Convention on Climate Change
(UNFCCC) adopted the Paris Agreement, an international treaty with the
goal to limit global warming to below 2, preferably to 1.5 degrees Celsius,
compared to pre-industrial levels. With Article 5, the Paris Agreement
includes an explicit call to all developing and developed countries to con-
serve and enhance forests and, by reference, anchors the legal framework
for Reducing Emissions from Deforestation and forest Degradation (REDD+)
and for land use generally (Box 1.2).
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BOX 1.1.

The ten goals of the NYDF

&l
2
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Goal 1: At least halve the rate of loss of natural forests globally
by 2020 and strive to end natural forest loss by 2030.

Goal 2: Support and help meet the private-sector goal of eliminating
deforestation from the production of agricultural commmodities such as
palm oil, soy, paper, and beef products by no later than 2020, recogniz-
ing that many companies have even more ambitious targets.

Goal 3: Significantly reduce deforestation derived from other
economic sectors by 2020.

Goal 4: Support alternatives to deforestation driven by basic

needs (such as subsistence farming and reliance on woodfuel for
energy) in ways that alleviate poverty and promote sustainable and
equitable development.

Goal 5: Restore 150 million hectares of degraded landscapes and forest-
lands by 2020 and significantly increase the rate of global

restoration thereafter, which would restore at least an additional 200
million hectares by 2030.

Goal 6: Include ambitious, quantitative forest conservation and resto-
ration targets for 2030 in the post-2015 global development framework,
as part of new international sustainable development goals.

Goal 7: Agree in 2015 to reduce emissions from deforestation and forest
degradation as part of a post-2020 global climate agreement, in accor-

dance with internationally agreed rules and consistent with the goal of

not exceeding 2 degrees Celsius warming.

Goal 8: Provide support for the development and implementation of
strategies to reduce forest emissions.

Goal 9: Reward countries and jurisdictions that, by taking action, reduce
forest emissions — particularly through public policies to scale-up
payments for verified emission reductions and

private-sector sourcing of commodities.

Goal 10: Strengthen forest governance, transparency, and the rule

of law, while also empowering communities and recognizing the
rights of indigenous peoples, especially those pertaining to their lands
and resources.



This report presents the 2021 NYDF Progress Assessment of
progress made by governments in reducing forest emissions,
summarizing broad trends, good practices and lessons learned.

The climate crisis presents one of the most urgent challenges to humanity.
Forests play an essential role in fighting this crisis, yet they face massive
destruction in many parts of the world. We therefore consider it timely to
take stock of government efforts to protect, restore and sustainably manage
forests for climate change mitigation.

The assessment was conducted by the NYDF Assessment Partners, an inde-
pendent civil society network of 28 research organizations and think tanks
that monitors collective progress towards the NYDF goals. This coalition
develops and revises goal-specific assessment frameworks and coordinates
information gathering, analysis, and the presentation of findings. Each year,
the NYDF Progress Assessment monitors progress towards all goalsin a
collective and iterative process while focusing on a specific goal or set of
goals every year (forestdeclaration.org).

This report is largely based on a compilation and synthesis of previous

NYDF Assessment reports and publications by NYDF Assessment Partners,
complemented by an additional literature review. It offers recommendations
for governments of forest countries and consumer countries that import
forest-risk commodities and it seeks to inform donors on strategic invest-
ment opportunities.

The report is divided into the following chapters:

« Introduction (Chapter 1)

« How ambitious are countries in their national climate pledges for forests?
(Chapter 2)

« How much finance are governments investing in forest climate goals?
(Chapter 3)

« Have governments made progress in advancing forest climate goals?
(Chapter 4)

« What can governments do to mitigate climate change through forests?
Ways forward. (Chapter 5)

Details on the methodology and data limitations can be found in the
report Annex.
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BOX 1.2.
The Paris Agreement and forests

With the Paris Agreement, its Parties established a binding obligation for coun-
tries to commmunicate the actions they will take to reduce greenhouse emissions.
One hundred ninety-two Parties have submitted nationally determined contri-
butions (NDCs) to formulate their ambitions, most of them making reference to
forests. One hundred seventeen Parties have submitted a new or updated version.?
Starting in 2024, countries will also report transparently on actions taken and
progress in climate change mitigation, adaptation measures, and support pro-
vided or received, guided by the Enhanced Transparency Framework. The informa-
tion will feed into the Global Stocktake of collective progress.

While the Paris Agreement calls for action by all Parties to conserve and enhance
sinks and reservoirs of greenhouse gases, Article 5 of the Paris Agreement provides
a specific legal framework for actions by or in support of developing countries.

It refers to the Warsaw Framework and other relevant decisions that together
provide a complete legal framework for forest mitigation efforts. Article 5.3 says:

“Parties are encouraged to take action to implement and support, including
through results-based payments, the existing framework as set out in related
guidance and decisions already agreed under the Convention for policy
approaches and positive incentives for activities relating to reducing emissions
from deforestation and forest degradation, and the role of conservation,
sustainable management of forests and enhancement of forest carbon
stocks in developing countries; and alternative policy approaches, such as
joint mitigation and adaptation approaches for the integral and sustainable
management of forests, while reaffirming the importance of incentivizing,
as appropriate, non-carbon benefits associated with such approaches.”

Several other Articles of the Paris Agreement are relevant for forests. Article 6
provides a framework for collaborative efforts, which in principle also covers forest
mitigation. While it is still unclear if forests will be eligible under a new sustain-
able development mechanism (Article 6.4), Parties may use other collaborative
approaches, such as direct bilateral collaboration (Article 6.2), or non-market-based
approaches (Article 6.8) for forest mitigation efforts. In addition, two articles call for
an increase and shift in finance, which is also relevant for forests and sectors that
drive deforestation or forest degradation: Article 2.1c establishes a commitment
for “making finance flows consistent with a pathway towards low greenhouse gas
emissions and climate-resilient development”, and Article 9 calls for developed
countries to provide financial support to developing countries and to “continue

to take the lead in mobilizing climate finance from a variety of sources”.
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2.

How ambitious are
countries in their national
climate pledges for forests?

Scope

This chapter reviews the ambition of governments’ nationally determined
contributions (NDCs) to reduce forest emissions consistent with the

Paris Agreement. We summarize the overall climate mitigation offered

by forests globally. We then showcase three activities that provide the
largest share of economic mitigation potential (Figure 2.1) within the
forest sector—reduced deforestation, improved forest management, and
afforestation/reforestation—and their distribution at the country-level.
For reduced deforestation and afforestation/reforestation, we are lim-

ited to data on tropical countries. To assess the ambition of countries’
pledges, we narrow our analysis to a subset of 32 countries with the
largest economic mitigation potential across the activities. We review
these countries’ latest NDC submissions as of August 2021 for quantitative
forest targets and compare them to their potential. Findings do not repre-
sent global progress of NDCs, they indicate ambition of a select group of
countries to date.

There are several limitations to our analysis. There is limited data on
country-level forest mitigation potential. Furthermore, there are wide
ranges of mitigation potential from forest measures and interventions
owing to different methodologies used. For economic mitigation poten-
tial estimates, we are limited to the specific carbon prices published

in the literature. See the report Annex for detailed calculation details,
assumptions, and data limitations.



Forests play an indispensable role in regulating the global
climate and reaching the Paris Agreement’s goal of limiting
global warming to 1.5-2°C.

Forests are a fundamental component of global climate mitigation. Land-
use change, including deforestation and degradation, account for about
10-12 percent of global emissions.®> Yet forests continue to be a significant
natural carbon sink; between 2001 and 2020, forests provided a net removal
of up to 7.35 Gigatons CO, (GtCO,) per year from the atmosphere.>®

A range of activities from the land use sector—reducing deforestation,
afforestation and reforestation? and improved forest management—can
additionally increase the amount of carbon that is absorbed by and stored
in forested lands. Recent estimates show that these three activities alone
can help achieve between 2.7-15.6 GtCO, per year globally.”® (Figure 2.1).

There is a large opportunity to harness the mitigation potential of forests

by avoiding emissions from conversion and restoring and enhancing forest
carbon sink capacities. A large portion of forests’ mitigation potential could
be realized in tropical regions, although there is also substantial potential for
carbon sink enhancement in the non-tropics (Figure 2.2).

Emissions trends for forests are heading in the wrong direction.
Countries will need to introduce dramatic shifts to realize the
full mitigation potential of forests.°

So far, countries are still far from realizing the mitigation potential offered by
forests. Despite political will, public and private efforts have not made prog-
ress towards reducing emissions from forest loss, the activity with the largest
potential. After the NYDF was endorsed in 2014, tropical primary forest loss
has generally increased, with 4.2 million hectares lost in 2020. Similarly,
current rates of annual tree cover gain are insufficient. Efforts will need to be
accelerated by at least five-fold by 2030 and three-fold by 2050'° to ensure
that reduced deforestation and restoration contributes its share to achieving
the Paris temperature goal. Additionally, dramatic shifts are required in food
production, agriculture, and land use to achieve these potentials.

a Though restoration covers a broader set of activities that improve forest landscapes, we
consider restoration under afforestation/reforestation.
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Figure 2.1. Technical and economic mitigation potential of the main
forest climate mitigation options globally*

Technical mitigation potential Economic mitigation potential

0.2
15.6 0.7 2.7
GtCO,/yr GtCO,/yr,
18
KEY

Reducing tropical ‘ Improved forest . Afforestation/
deforestation management reforestation

globally (A/R) globally

Sources: Technical mitigation potential is based on the maximum mitigation
potential of forest activities from Griscom et al. (2017), Supplementary Information
Table S1. Pathways included are avoided forest conversion, reforestation, natural
forest management, and improved plantations. Economic potential for reducing
tropical mitigation and A/R is from Busch et al. (2019) while economic mitigation
potential for improved forest management is from Austin et al. (2020). These latter
estimates are based on carbon prices of USD 20-50 per ton of CO,,.

These estimates are indicative and based on studies which may combine estimates
from several sources, reflecting different methodologies that may not lend direct
comparison or addition. Figures should therefore be viewed with caution, but provide
an indication of the sector’s scale of contribution.

*Technical mitigation potential is defined as the maximum mitigation potential that
can be delivered by current technologies while meeting human needs for food and
fiber. Economic mitigation potential refers to the potential constrained by carbon
price, based on an assumed social price of carbon. Economic potentials represent
public willingness to pay and provide an indication of near-term feasibility to reduce
emissions and enhance sequestration, therefore are more relevant for policy making
and national plans. While other factors (political, structural, social) affect feasibility, to
our knowledge there is no data on mitigation potential that considers these factors.
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Figure 2.2. Technical and economic mitigation potential of key forest interventions for top 25 countries with highest mitigation potentials (MtCO, per year)
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Nationally determined contributions (NDCs) of countries provide
an indication of their climate ambition. In a sign of progress,
most countries recognize the potential of forests in their recent
NDC submissions.

The years leading up to 2030 have been heralded as a pivotal and decisive
period in achieving the Paris Agreement’s goals of limiting warming within
the 1.5-2°C target. Where historical trends illustrate the scale of transforma-
tion required to meet the Paris Agreement goals, countries’ NDCs com-
municate the contributions that are expected to be made at the national
level. These contributions will indicate where countries stand collectively in
reaching the emissions reductions, and whether they are at the pace and
scale necessary.

The large majority of countries have recognized the important role of
forests in their NDCs. As of 1 May, 2021, 47 out of 55 countries that submitted
enhanced or updated NDCs to the UNFCCC mention forests." Twenty-six of
these also specify quantitative targets for mitigation, for example, green-
house gas (GHG) emission reductions, while others set less specific, qualita-
tive targets or include the sector in their economy-wide targets."

Many NDCs assessed do not provide forest-related mitigation
targets; targets that do exist and are quantified are often not
ambitious enough.

Figure 2.3 shows a comparison of potential and the quantifiable NDC
ambition for the three mitigation activities of high-potential countries

(32 countries total). While this only represents a small share of all NDCs sub-
mitted, this group of countries offer 82 percent of total mitigation potential
from reducing deforestation, 68 percent for improve forest management
and 66 percent for afforestation/reforestation.®®

Only ten countries provide quantitative targets in Megatons of

CO, (MtCQ,). For instance, of the top five countries with the highest eco-
nomic mitigation potential for reducing deforestation in our sample (Brazil,
Indonesia, Democratic Republic of the Congo (DRC), Peru, and Colombia),
only Indonesia and Colombia have a quantitative target in MtCO,. Other
countries have adopted qualitative or economy-wide targets, which we are
unable to assess.
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Our analysis of NDCsP that set quantitative targets indicates that they

fall short of forests’ economic mitigation potential. In our sample of the

32 high-potential countries, the share of combined NDC targets for forests is
50 percent (292 MtCOz/year) of the economic mitigation potential.© Excluding
India’s large target for afforestation/reforestation,? the share of combined
targets represents just 16 percent of potential.

A significant number of country targets are conditional on
international climate finance, highlighting the need for contin-
ued support to forest countries. Recently, a few countries have
increased their unconditional NDC targets.

Our assessment of the 32 high-potential countries finds that, of those that
provide quantitative targets for forest activities, a quarter of countries give
specific targets conditional on international financial support. Ten percent
of forest targets referenced as tons of CO, are conditional, while nearly

38 percent of targets expressed in hectares of land are conditional. These
broad findings are consistent with previous assessments of NDCs; out

of 40 NDCs examined, over one third of countries provide explicit cost
estimates for proposed climate-linked forest activities, most of which are

conditional on international climate finance.”?

Notably, between the first and subsequent NDC submission, Indonesia,
Vietnam, and Peru® have increased their unconditional emissions reduction
targets, which reflect countries’ willingness to leverage domestic resources.

b For the three forest activities, we analyzed NDC targets of the top 15 countries with the
largest economic mitigation potential for each activity respectively. In total, we reviewed
the NDC documents of 32 countries; some countries appeared more than once as a high
potential country across the three forest activities. We focused our analysis on those
countries with quantitative mitigation targets in MtCO, (10 out of 32) and compared their
targets to their economic mitigation potential for different activities. See Annex for details.

c  We summed up the 10 countries’ economic mitigation potentials to provide a total
combined economic mitigation potential. We then calculated the share by comparing the
collective quantitative NDC targets to the combined economic mitigation potential.

d India’s target for afforestation/reforestation is 30 times higher than its estimated cost-ef-
fective mitigation potential in tCO, based on Busch et al. (2019).

e Indonesiaincreased its unconditional emission reductions from 26% to 29%, Vietnam from
8% to 9%, and Peru from 20% to 30%, relative to business-as-usual (BAU) scenarios.

GOAL 7 PROGRESS REPORT 10



Figure 2.3. Comparison of the economic mitigation potential of high-potential countries and their collective NDC targets

for three forest-climate activities*

Reducing deforestation Afforestation/ Improved forest
reforestation management
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KEY
Economic mitigation potential Sources: Country-level economic mitigation potential of reduced deforestation and improved forest management are based
of countries with targets on Busch et al. (2019) on a carbon price of USD 2O/tCOZ, while potential for afforestation/reforestation is based on Austin et
(MtCOz/year) al. (2020) on a carbon price of USD 20-50/tCO,. Economic potential indicates near-term feasibility and is more relevant for
. . policy than technical mitigation potential. NDC target estimates are based on NYDF Assessment calculations and focuses on
o g\;’ltl'égt'}/e N')DC target of countries only targets in tons of CO2 (tCO,) See Annex for full list of high potential countries per activity and other calculation details.
/year
*This analysis does represent NDC progress globally; it is focused on the top 15 countries within each forest intervention
- Sharg .Of Cpuntry targets compared category and only on quantitative targets available. However, it gives an indication of ambition, recognizing that other
to mitigation potential countries may have more ambitious forest climate targets that have not been considered here.

--- Share of country targets compared
to mitigation potential (excluding
India’'s target)
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Some NDCs acknowledge the role of Indigenous Peoples and
local communities (IPLCs) as vital custodians of forest lands and
other ecosystems. However, it is unclear how governments will
involve IPLCs in NDC implementation, and whether IPLC rights
will be strengthened.

IPLCs are critical to forest conservation, biodiversity protection, and main-
taining forest carbon fluxes. IPLC land makes up 42 percent of all global land
that is in good ecological condition.” There is growing acknowledgment

of the need to recognize and protect the rights of IPLCs, their critical role

in forest management, restoration and protection, and the importance of
indigenous traditional knowledge. A forthcoming assessment finds that
IPLC lands are net carbon sinks and can play a key role in meeting NDC
objectives in Peru, Brazil, Mexico and Colombia."

Of the 32 high potential countries assessed, half of the NDCs mention fully or
partially IPLCs' role in protecting and managing natural ecosystems. In some
NDCs, IPLCs' role is mentioned prominently (e.g., Colombia). A handful of
countries analyzed with IPLC presence (e.g., DRC, Canada, Malaysia, and the
United States) only vaguely reference IPLCs or not at all.f

f See Annex for details.
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The ambition of NDCs examined for this analysis does not
reflect the full mitigation potential of forests. However, the
NYDF Assessment is unable to comprehensively assess the
full ambition because of lack of detail in NDC documents.

Some countries’ NDCs may not reflect their true ambition; some may have
plans for reducing emissions from deforestation and forest degradation
(REDD+) or other domestic policies related to forest climate mitigation that
are not mentioned or quantified in their NDCs. Similarly, some countries may
have included forests in their economy-wide targets but not set separate
GHG and non-GHG targets. More detail or references to other documents
needs to be provided in NDCs, both on targets for the forest sector and
how these are to be achieved. This is essential to enable monitoring of both
ambition and implementation, to gauge the effectiveness of government
approaches and actions in meeting national and global targets for mitigat-
ing climate change.
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3.

How much finance

are governments investing
in forest climate goals?

Scope

This chapter estimates the finance need for forest climate goals and
assesses the public finance flows towards relevant activities in develop-
ing countries. We estimate the “green” finance earmarked for and flowing
to protect, enhance, and restore forests internationally and domestically
in developing countries. We then compare this to the “grey” finance cur-
rently flowing to sectors that may be driving deforestation. We compare
these estimates with the global investments needed to protect, restore
and manage forests. Industrialized countries with forests also invest in
forest mitigation domestically; however, to our knowledge, there are no
systematic databases or assessments of these investments.

Our analysis was constrained by several barriers and limitations.
Heterogenous finance needs across countries and the varied scope of
activities across sources complicate comparisons of different estimates.
Moreover, finance flows to forests remain difficult to accurately quantify
due to poor transparency as well as the lack of global standards for
tracking climate-related mitigation finance. Data gaps are also prevalent
for many driver sectors; our estimates on grey financing focus on some
drivers of deforestation (i.e., agriculture) but exclude other driver
activities, such as infrastructure development and extractives. Where
estimates do exist, they vary widely, based on different approaches,
methodologies, and uncertainties, making it challenging to compare or
aggregate them. Reporting on implementation or impact of financial
support is even more scarce.



Since 2010, we estimate international and domestic public commitments of
USD 24.5 billion, on average USD 2.4 billion per year for activities to mitigate
climate change through forests. At the international level, USD 7.7 billion

in international development finance has been committed to forest mitiga-
tion programs and activities around the world."” Just over USD 6.7 billion

in international finance has been committed by multilateral climate funds
and bilateral donors in the context of REDD+.'® Of this funding, most

(USD 4.6 billion) went into results-based payments to reward countries for
emissions reductions while the remainder (USD 1.8 billion) was earmarked
for readiness and implementation. Domestically, forest country governments
have committed USD 10.1 billion for activities under their REDD+ plans,
although it is unclear to what extent these funds have been disbursed.”

REDD+ country governments—both at national and subnational level—
have been bridging the gap in international REDD+ funding by channeling
resources towards implementing their REDD+ plans, and in some cases,
bearing the additional costs of implementation. For some, the resources
countries have invested themselves have been higher than the financing
they have received for REDD+.!® For instance, the Ecuadorian government
provided more than three times the amount commmitted in international
REDD+ funding in the 2009-2014 period."” Subnational governments, in
particular, have been bearing the burden of implementation costs with
limited financial support.?° Countries’ contribution to implementation is not
systematically documented and assessed, making it challenging to estimate
the full scale of financing being channeled by REDD+ countries.

g Thisisan average estimate, based on the 2010-19 timeframe. See Annex for details and
sources.
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Although funds have been made available for REDD preparation and
readiness, only half of funds pledged (USD 1.8 billion) have been disbursed
(USD 0.9 billion) since 2010. The situation is similar with results-based
payments (Box 3.1). Only a few countries have received results-based finance
for emissions reductions. The Green Climate Fund (GCF) has made payments
to six countries, totaling almost USD 500 million and 101 MtCQO, in emission
reductions, and has approved payments for two additional countries.?

The average payment is approximately USD 5 per avoided ton of CO,, with
most funding received by countries in Latin America. The Forest Carbon
Partnership Facility’'s (FCPF) Carbon Fund has signed sale agreements with
four countries (Chana, Mozambique, Chile and the Democratic Republic of
Congo) for a total of USD 181 million, but no payments have been made for
emissions reductions yet.??

In September 2021, the Government of Indonesia terminated the 2010
results-based payment agreement with the Government of Norway, which
would involve funding of up to USD 1 billion for reduced emissions from low-
ered deforestation.?’® The Indonesian government cites the “lack of concrete
progress” in delivering payments for reductions that were achieved in 2016
and 20172 This termination has important lessons for other international
funding organizations and donor countries engaged in results-based pay-
ment agreements. As tropical forest countries come under more economic
and financial pressure in the wake of the COVID-19 pandemic, governments
may prioritize efforts towards domestic needs, instead of pursuing interna-
tional payments that are slow to arrive 2'® 217

Besides strong political will, additional financial support will be needed

to help countries achieve emission reductions and address the complex
problem of deforestation, while also complying with different donor require-
ments. With few exceptions (e.g., the Forest Investment Program), programs
provide limited resources for the necessary up-front investments in activ-
ities, which is a key barrier for many countries.?® The recent Declaration of
the Commission of Central African Forests (COMIFAC) Member States for
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the forests of the Congo Basin, together with the German government,
seeks to mobilize funding for the implementation of NDCs towards forest
protection.?*

Growing demand for carbon credits can provide a source of
funding to support the development of jurisdictional REDD+
programs and to catalyze implementation and results at scale.
Adequate levels of ambition, integrity, and strategic alignment
are essential for this funding to contribute to the goals of the
Paris Agreement.

The last few years have seen an unprecedented demand for nature-based
carbon credits generated by project activities. The value and volume of
forest carbon finance mobilized through carbon markets has soared signifi-
cantly in comparison to finance raised for efforts in other non-forest and
land use mitigation sectors, from a total value of just over USD 50 million in
2017 to USD 159 million in 2019.2>2° Rising private sector demand for forest
carbon credits, as companies increasingly seek to augment their abatement
strategies, remains an important opportunity for private investment in
forest mitigation.

While project-based credits are still more widely available, jurisdic-
tional-scale REDD+ programs are finally coming to market under offerings
like the LEAF Coalition. This creates opportunities for convergence in support
of national ambition for forest climate goals, but risks of misalignment
remain between projects and the jurisdictions under which they sit. It is
therefore increasingly urgent that pathways for programmatic and account-
ing alignment, including nesting methodologies, are refined and tested.

Carbon pricing schemes" have also recently emerged as an important policy
tool for countries to reduce GHG emissions. Revenues from these programs
also provide a potential source of funding for forest mitigation activities,
especially for countries where deforestation and rural development are key
issues. In Colombia, for example, the government decided to dedicate its

h  Carbon pricing refers to initiatives that put an explicit price on GHG emissions, that is,
price as a value per ton of CO, equivalent (tCO,e). There are two main approaches to price
emissions: the first is an emissions trading system which is a market-based mechanism,
while the second is a carbon tax.
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carbon tax revenue to sustainable rural development in post-conflict areas,
which includes forest activities.?”

To realize the mitigation potential of forests, governments

need to massively increase their domestic investments and
donor governments need to scale up their international support.
Current flows are a miniscule fraction (0.5-5 percent) of what

is needed.

A lot more funding will be needed to realize forests’ mitigation potential.
Estimates of finance needed to protect, restore and enhance forests globally
range from USD 45 to 460 billion per year.'?6=3° For developing countries,
the GCF estimates that USD 151-192 billion! is required annually to achieve
the full potential of adaptation and mitigation options in the forest and land
use sector.® Despite this large variation, it is clear that current international
and domestic funding of on average USD 2.4 billion per year only covers a
fraction of the need: 0.5-5 percent (Figure 3.1).

Financing towards securing Indigenous Peoples and local
communities’ (IPLC) tenure rights is far from the scale needed.

IPLCs’ ability to effectively protect and sustainably use forests depends on
secure rights and tenure of their customary lands. The Rights and Resources
Initiative (RRI) estimates that the operational costs for medium- and
national-scale projects in 24 countries to map, delimit, and title Indigenous
and community lands is approximately USD 8 billion.>?> Based on these cal-
culations, operational costs to secure IPLC tenure rights range, on average,
between USD 0.19 and USD 2.77 per ton of CO,,.

Yet, IPLC groups and initiatives receive little financial support. A recent
report by Rainforest Foundation Norway found that in the 2011-2020 period,
projects advancing IPLC empowerment and forest managementk received
USD 2.7 billion (USD 270 million per year), less than one percent of the official
development assistance for climate change mitigation and adaptation over

i See Annex for details on calculations.

j Thisrange is higher than the lower bound of the global estimate because it considers a

broader set of forest activities (includes sustainable forest and land use).

k  Projects included initiatives around strengthening IPLC internal governance, territorial
mapping, land tenure recognition, forest conservation area planning, silviculture, and
forest monitoring capabilities,among others.
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the same period.> Only 11 percent of the USD 2.7 billion was directed to
projects that specifically advance tenure reform and security.

Much of the funding that is disbursed may not even reach IPLC organiza-
tions directly—most donor funding flows through large intermediaries or
programs, due to fiduciary requirements and in some cases, low adminis-
trative capacities of IPLC organizations. More than half the funding for IPLC
tenure and forest management went through multilateral institutions.
Only 17 percent of the USD 2.7 billion went to projects that included the
name of an IPLC organization in the project description, amounting to
USD 46.3 million per year on average.®

Investments in forests (“green' investments”) remain miniscule compared

to the massive “grey” flows into sectors and activities that can potentially
drive forest loss. Through investing in agricultural subsidies or infrastructure
development, governments may knowingly or unknowingly incentivize
activities that drive deforestation and forest degradation. For example, Brazil
and Indonesia provided more than USD 40 billion in subsidies to just four
deforestation-driving commodities, compared to only about USD 346 million
in REDD+ financing received by these countries over the same period.**

We estimate domestic grey financing in the form of government spending
for agriculture and forestry in countries with significant deforestation is
estimated at USD 135 billion since 2010 (see Figure 3.1).3°

| Green finance is defined as finance that is aligned with objectives for the conservation,
protection, or sustainable use of forests—what we refer to as “forest and climate goals.”
Grey finance is defined as finance that has no stated objective to positively effect forests
but has potential to negatively impact forests. The impact—whether positive or nega-
tive—depends on the context, as well as the design and implementation of these activities.
In the context of this assessment, we consider finance for agricultural activities as grey
finance. See the NYDF Goal 8 Update for more details.
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In comparison to the large source of grey finance, “greening” of funds and
other sustainable investments in conservation or sustainable forest use
appear to have little priority in national climate pledges. A 2019 review of
40 NDCs found no mention of fiscal policy reforms of existing finance
flows to agricultural production, nor other publicly funded programs that
influence the drivers of deforestation.” No single NDC articulates plans for
reviewing existing fiscal incentives that may work against NDC and forest
climate goals (Strategy 3).

In the case of developing countries, international donors strongly

influence the development priorities of national policy making. Since 2010,
international development donors have channeled USD 39.6 billion to the
agriculture sector—the largest driver of forest loss—in countries with high
levels of deforestation.*® While development aid commonly applies safe-
guards to mitigate environmental or social harm, it can still have a negative
impact on forests.*”
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BOX 3.1.

Commitments and disbursements of REDD+
readiness and results-based finance (2010-2021),
in million USD

Several bi- and multilateral initiatives have been providers of results-based
funding, which include the Forest Carbon Partnership Facility (FCPF), Norway'’s
International Climate and Forest Initiative (NICFI), the Green Climate Fund (GCF),
the REDD Early Movers (REM) Program, and the BioCarbon Fund Initiative for
Sustainable Forest Landscapes (ISFL). Recently, there has been a new devel-
opment of an international public-private partnership called the Lowering
Emissions by Accelerating Forest Finance (LEAF) Coalition which seeks to
mobilize up to USD 1 billion in results-based payments for forest countries.

International REDD+ Readiness and implementation finance,
in million USD (cumulative since 2010)

BioCFplus CBFF FCPF FIP UN-REDD GCF Total
ISFL Readiness Programme

12 disbursed 59 253 249 316 Unknown 989

These numbers are an update to the NYDF Goal 9 Assessment Update (2020). Pledges
for some of the of the initiatives differ slightly from previous year's assessment due to
changes in projects/ commitments that could not be implemented.
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International REDD+ Results-based finance,
in million USD (cumulative since 2010)

NICFI FCPF GCF REM BioCF Total
Carbon RBF T3
Fund Scheme

1448 disbursed (o) 497 207 107 2259

Sources: Based on data obtained from personal communications with NICFl and REM,;
and GCF's REDD+ Results-Based Payment Pilot, BioCarbon Fund ISFL, and FCPF
Carbon Fund commitments retrieved from official websites.
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Figure 3.1. Grey and green finance compared to finance need

for forest protection, restoration, and improved forest management

500

400

300

billion USD

200

100

&) |

Forest finance need:
USD 45-460 billion/year

USD 280 billion/year

Afforestation/reforestation, silvopasture, mangrove,
and peatland restoration globally

+

USD 180 billion/year

Reducing deforestation by 45% by 2050
in tropical countries

y R

Mid-bound USD 168-224 billion/year

uUsb Transitioning practices in agricultural and forestry
168-224 sectors to conservation agriculture and sustainable
billion/yr forest management practices, and the restoration

of degraded ecosystems globally.

Lowerbound Additional USD 45-65 billion/year
USD 45-65 On top of current financing towards forest countries to

Total
grey finance
(2010-2019)

USD 174.6 billion

International finance
for agriculture in
countries with
deforestation

Domestic finance
for agriculture
and forestry in
countries with
high deforestation

PROGRESS ON THE NEW YORK DECLARATION ON FORESTS

billion/yr deliver changes in policy, regulation and fiscal incentives
m—encouraging deforestation in forest countries.
Total

green finance
(2010-2019)

USD 24.5 billion

International
mitigation finance
for forests

International
REDD+ finance

Domestic
REDD+ finance
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4.

Have governments made
progress in advancing
forest climate goals?

Scope

A global assessment of progress made towards forest mitigation targets
under the Paris Agreement will only be conducted in 2024 when coun-
tries—for the first time—submit information on the implementation of
their NDCs under the Enhanced Transparency Framework to inform the
Global Stocktake. We therefore analyze governments’ existing domestic
policies and efforts to protect, enhance, and restore forests for mitigation
purposes, many of which have been ongoing for at least a decade.

Our assessment is biased toward developing countries, for which REDD+
provides a common framework for actions to reduce forest emissions.
We begin with a broad overview of progress in advancing REDD+ in
tropical forest countries. Recognizing that there are different policy tools
to implement forest climate goals, we then assess government efforts
across six strategies. We provide examples of domestic forest policies

by developed countries, yet our analysis is severely constrained by the
lack of systematic reviews and assessments. We also assess a number of
demand-side policies, where consumer countries have begun to address
their global deforestation footprint.

In the following sub-sections, we assess in more detail how governments
have advanced climate change mitigation by effectively protecting and
enhancing forests along the following six strategies:

« Strengthening forest and land use governance

« Recognizing and securing the rights of Indigenous Peoples and Local
Communities (IPLCs)

« Aligning incentives with forest climate goals

« Promoting multistakeholder collaboration as part
of jurisdictional approaches

» Ensuring robust forest monitoring and accounting

» Expanding demand-side measures of governments
that import forest-risk commodities

We provide an overview of broad trends of progress (or lack thereof), and
compile lessons on the opportunities and gaps. In Chapter 5, we provide
recommendations for each strategy.



Advancing REDD+ programs in developing countries

REDD+ provides policy makers of developing countries with a framework
for national (or subnational) climate action in the forest sector. The Warsaw
Framework for REDD+, the Cancun REDD+ safeguards, and a number of
other UNFCCC decisions provide high-level guidance for governments on
how to achieve emissions reductions and access results-based finance.
Complemented by the requirements and guidelines of several donor
initiatives and standards, these frameworks guide countries in developing
the systems needed for monitoring, accounting, and reporting emission
reductions, while also safeguarding initiatives’ social and environmental
benefits as well as their equal and fair distribution. At the same time,

they guide countries in setting up the coordination bodies for REDD+
programs and developing policies that address drivers of deforestation
and forest degradation.

Dozens of developing countries have made progress in design-
ing and implementing REDD+ programs. While there is clear
evidence that these efforts have led to positive changes in
government policies,*® we lack systematic information about
their implementation.

In many countries, REDD+ has helped to place forests—and their sustainable
use and protection—on national policy agendas.®*® More than 50 countries
have developed national REDD+ strategies and programs. With donor
support, governments have assessed the drivers of deforestation and forest
degradation, set up relevant institutions for coordination and collaboration,
built forest monitoring capacities, and established systems for environmen-
tal and social safeguards. National REDD+ efforts have also led to policy
changes; for example, prompting the formalization of Indigenous Peoples
and local communities’ (IPLCs) land rights, new reforms of forest laws and
regulations, and the creation of new participatory mechanisms.3%4° We
discuss progress on these strategies in more detail in subsequent sections.
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However, some of these policies may just exist on paper, and there is no
systematic information on whether they are implemented. Moreover, some
progress has been temporary (Box 4.1.1), with governments backtracking
or stalling policy developments following political changes.“©

Most REDD+ initiatives are still a long way from stopping
tropical deforestation and many have yet to move from a pre-
paratory “readiness” stage to accessing results-based finance.
Worryingly, governments are behind in initiating the bold
sectoral reforms needed to incentivize the sustainable use and
protection of forest, and disincentivize their destruction.®

Most countries are not achieving REDD+ mitigation yet, or at least not at the
hoped-for scale. Meeting donors’ requirements has been challenging and
activities to reduce forest sector emissions have proven to be more complex
than expected. As a result, creating REDD+ programs has taken many years,
and only a few countries have received payments for results. About half

of the committed REDD+ results-based finance remains to be disbursed
(see Box 3.1), although spending has accelerated over the past two years.
Furthermore, the multitude of standards and program requirements
(Figure 4.1) and the emergence of new programs with overlapping program
requirements creates confusion and additional burden for forest countries.

In many countries, REDD+ is implemented outside of existing policy frame-
works, and fails to be integrated into relevant sectoral policies,*° despite the
creation of mechanisms for multistakeholder coordination. Many REDD+
programs still occupy a small niche—both in funding and political atten-
tion—and few changes are made to sectoral policies that govern drivers

of deforestation, such as agriculture, infrastructure, trade, and extractive
industries. Policies in these sectors often fail to integrate forest concerns or,
where they do, are often inconsistently implemented.
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Figure 4.1. Overview of results-based finance standards and programs

Initiatives for results-based REDD+ finance share the goal of supporting forest mitigation activities and policies.

Some channel funding to governments, others also support smaller-scale initiatives. We categorize these initiatives

into three broad groups.

TYPES

Results-based finance and
carbon credit programs

Programs that provide direct
funding to governments. They
have developed their own set of
requirements or standards that
countries need to meet in order
to receive funding.

EXAMPLES

Forest Carbon Partnership
Facility’s Carbon Fund

REDD+ Early Movers (REM)
BioCarbon Fund

Green Climate Fund (GCF)
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Results-based finance funds

\ 4

Carbon credit standards

Privately-regulated certification
bodies that are not linked to
particular buyers. Instead, they
provide the tools to generate and
issue carbon credits into registries,
which can then be sold on
voluntary carbon markets. These
standards are mostly used by
project-level initiatives (e.g. REDD+
projects) who sell credits on
voluntary carbon markets as a
source of funding.

Verified Carbon Standard
(vCs)

VCS Jurisdictional and
Nested REDD+ (JNR)

Hybrid

Programs that are linked to
specific standards. In this case,

a funding vehicle has been
developed to support the creation
of carbon credits certified by a
private standard.

ART/Trees

Emergent initiatives
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Characteristics of results-based
forest finance

There are features that are broadly similar across
the different initiatives for results-based forest and
REDD+ finance. Although the exact requirements
of the results-based initiatives vary, most require
at least:

The establishment of a forest emissions reference
level/ forest reference levels to estimate emission
reductions as a result of a REDD+ program, which
are independently verified through a MRV system.
This is done at the country, jurisdictional, or
nested project level and establishes a projection
of counterfactual emissions against which
changes of forest emissions are measured.

The adoption of REDD+ safeguard policies to
ensure programs do not cause environmental or
social harm.

Risks of reversal are addressed, and means
to address themare developed, if and when
they occur.

Consideration of leakage, which is the increase
of greenhouse gas emissions outside of the
boundaries of a project or program that can be
attributed to the project or program itself.
Purchase programs also require the development
of a “benefit sharing plan’ that ensures the due
participation of local actors and IPLCs in REDD+
results-based finance.

Explanations on how carbon rights are interpreted
and reflected in the benefit sharing plan.
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In pursuit of environmental and social integrity, a number of
standards and programs have evolved in recent years, that set
different requirements for results-based REDD+ payments. It
can be challenging for forest countries to comply with multiple
and evolving requirements that may not always be appropriate
for their context.

To operationalize results-based finance, REDD+ donors have developed pro-
gram requirements and standards that are additional to UNFCCC decisions
(see Figure 4.1). Since the launch of the World Bank'’s Forest Carbon Partnership
Facility (FCPF) in 2007, a number of REDD+ funds and financing programs
have emerged. In addition, carbon market standards have adjusted their
requirements to enable jurisdictional crediting and “nesting” of projects (e.g.,
Verra's Jurisdictional and Nested REDD+ (JNR) Framework) and dedicated
REDD+ standards have been launched (e.g., Architecture for REDD+
Transactions’' The REDD+ Environmental Excellence Standard, ART/TREES).

Some results-based finance and carbon credit purchase programs have
defined their own requirements for the generation and monitoring, report-
ing and verification (MRV) of emission reductions (e.g., the FCPF carbon fund
or REM), while at least one standard is closely linked to a purchase vehicle
(e.g., ART/TREES to Emergent). Private carbon market standards formulate
rules that allow the generation of market-quality REDD+ credits.

Standards and programs are—with the exception of the GCF—not the result
of multilateral negotiations, and in some cases subject to frequent changes
by donors. As a result, REDD+ countries face a multitude of standards, pro-
gram requirements, price offers, and donor expectations. Different standards
have sometimes taken different approaches for ensuring the environmental
and social integrity of REDD+ programs, for example, in the setting of
safeguards, reference levels and systems for the monitoring, reporting and
verification of emission reductions.
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STRATEGY 1.
Strengthening forest and land use governance

Achieving national forest goals requires robust governance systems that
enable policies and laws to be effectively designed and implemented. Good
forest governance™ includes coherent and effective laws governing forests
and land use; strong institutions; checks and balances that ensure these laws
are respected; and systems to ensure transparency and inclusivity in policy
making and implementation.*“? |[deally, they also have systems in place to
monitor how laws and policies are being implemented, enabling them to

adapt and respond to challenges as they arise.

Robust forest governance is essential for ending deforestation and
enabling governments to align development and environmental objectives.
Where governance is weak, even the best-intentioned policies will have
little to no effect. Moreover, poor governance breeds a lack of respect for
the law, leading to a vicious cycle in which actors habitually disregard laws

and regulations.

Overall, the shortcomings of governance systems for forests are
perhaps best indicated by the widespread prevalence of illegal-
ity. At least 69 percent of tropical forest conversion for com-
mercial agriculture—the leading driver of deforestation—in the
2013-2019 period was illegal.

A recent study*® by Forest Trends assessed the extent to which commer-
cial agricultural conversion violated relevant national laws, in particular
those governing licensing” and forest clearance.® It found that 69 percent
of this conversion (31.7 million hectares), an area comparable to the size
of Norway, was in clear violation of the law. This number is likely to be an
underestimation due to the lack of evidence in some countries—illegality

m There is no commonly accepted definition of the term “forest governance,” but attempts to
measure it invariably incorporate assessments of transparency, the rule of law, certainty of
land tenure, and the control of corruption, among others. See sources for further details.

n Examples of breaches of licensing laws include failures to obtain permits or permission
from landowners, failure to conduct environmental impact assessments, corrupt and
fraudulent authorizations

o Examples of breaches of forest clearance laws include overharvesting, harvesting outside
of boundaries, and tax evasion.
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rates were highest in countries with the most complete data. Worryingly,

this represents an increase of 28 percent on the share of coommodity-driven
deforestation that was estimated to be illegal in the 2000-2012 period, indi-
cating governments are not only failing to address illegal deforestation, but
are allowing it to increase relatively unchecked. While it was not possible to
estimate the share of illegal deforestation linked to export markets globally,
much of it is linked to internationally traded commodities; for instance, 81

percent of conversion for palm oil in Indonesia was illegal.

Widespread illegality is facilitated by weak enforcement in
tropical forest countries, but challenges also abound in higher-
income countries. While enforcement has improved in some
countries, much of this has recently been reversed.

The agencies tasked with tackling illegal deforestation are often chronically
underfunded, particularly in developing countries. A 2019 survey of 7000
forest and wildlife rangers across 28 developing countries found that they
are frequently underpaid and not provided with adequate training and
resources, despite typically working in adverse conditions. Most also
believe that those caught engaging in illegal activity are treated too lightly
by prosecutors and judges. In Brazil—one of the tropical forest countries with
the most advanced enforcement capabilities—enforcement agencies have
had their actions impeded and their budgets cut (see Box 4.1.1). Similarly,
in Mexico, the current administration has made drastic budget cuts to the
Forestry Administration (CONAFOR), leading to it letting go of up to 70
percent of its staff in 2019.4°

Enforcement challenges also persist in some high-income countries. In
Romania, flaws in the national SUMAL tracking system made checks on the
legality of timber products in the supply chain impossible, facilitating the
emergence of an organized forest crime ring. The government sought to
respond to this crime by establishing a police task force to investigate and,
in 2020, drafted a law to establish the DIIM, an agency specifically focused
on investigating environmental crimes in Romania.“® Similarly, in Russia, a
lack of proper monitoring and enforcement has allowed widespread illegal
logging in the Irkutsk region to continue despite local court orders.*”

While there has been progress in improving enforcement, some of these
gains have been reversed in recent years. For example, the slowdown of
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deforestation in the Brazilian Amazon after 2004 was accompanied by an
increase in the budgets allocated to enforcement agencies and conservation
programs; however, as noted above, these have recently been cut.*®

Corruption is endemic in many forest areas, further undermining
enforcement efforts and facilitating illegal activity.

This corruption can range from forest ranges accepting small “fees” to allow
communities to access protected forests to sophisticated schemes involving
organized crime groups and government officials at the highest levels. While
many countries have put anti-corruption agencies in place and introduced
penalties for the government officials, private companies, and individuals
involved, the agencies often lack the teeth needed to serve as an effective
deterrent. For instance, the scope of Malaysia’s anti-corruption unit is limited
to investigation rather than prosecution. Indonesia’s anti-corruption unit
has more power and is effective in the cases it takes, but it can only take

on a fraction of potential cases due to limited (and recently decreasing)
resources.*® Reporting corruption also carries major risks. Almost 60 percent
of forest and wildlife rangers surveyed in 2019 said they would fear for their
safety if they reported a colleague for corrupt behavior.44

Unclear and overlapping legal frameworks often create
ambiguity that makes compliance difficult and enables illegality
and corruption to flourish.

Unclear, overlapping, and inconsistent laws are a common feature of legal
frameworks governing forests and land use, particularly in developing
countries. Officials and private actors may thus face challenges in following
the law even where they want to. Clarifying these frameworks has thus been
a central element of initiatives seeking to ensure sustainable sourcing of
forest-risk commodities. There has been some progress in this regard, partic-
ularly in countries that have developed Timber Legality Assurance Systems
(TLAS) under the EU’s Forest Law Enforcement, Governance and Trade
(FLEGT) initiative (Strategy 6). For example, the development of Vietnam'’s
TLAS involved the consolidation of legislation, streamlining and simplifica-

tion of regulations, and clarification of forest land use rights.>®
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However, there have been challenges with these systems, including their
limited scope® and on-the-ground implementation differing from what is
defined “on paper”.>? In many cases, actors purposefully exploit loopholes or
use ambiguities to cover illegal activities. In Russia, for instance, loggers have
taken advantage of loopholes that allow for “sanitary felling” to avoid the
spread of disease and pests to log trees in spite of prohibitions.*” Similarly,

in Indonesia, overlapping mandates of central and provincial government
authorities in issuing permits for agricultural development has reportedly
facilitated corruption.>®

Some countries have made progress in strengthening forest
governance frameworks and policies.>* Others have weakened
their legal and institutional frameworks, by amending, revising,
or introducing policies that reduce and undermine forest
protection resulting in a reversal of previous progress.

A 2018 assessment of nine major tropical forest countries showed that many
governments had made some advancements in strengthening their forest
governance over the previous five years, although progress varies widely.

For example, all countries assessed have improved coherence between
strategies focused on illegal logging and those on deforestation and climate
change,* and all also identify illegal logging as a priority in national REDD+
strategies. However, few have comprehensive plans in place to tackle illegal
logging and deforestation. In Southern China, policies adopted since 2000
have been credited with increasing forest cover and sequestering carbon.>®

In contrast, a recent study found that in all of the five countries with the
world's largest areas of tropical forest—Brazil, Colombia, the Democratic
Republic of the Congo (DRC), Indonesia, and Peru—governments have
responded to the COVID-19 pandemic to roll back social and environmental
laws, regulations, and safeguards.®® These include amendments weakening
environmental and social safeguards in the DRC and impact assessments,
land use and public consultation in Indonesia, and suspending requirements
for companies to prepare environmental and social monitoring reports in
Peru. In Brazil, major gains in reducing deforestation rates up until 2012 have
since been undone, partially due to successive governments rolling back
protections and providing amnesty for illegal squatters.
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BOX 4.1.1.
Brazil's history of success, but weakening
of forest governance in the last decade

Past reductions in deforestation in the Amazon have been put at risk by

lax enforcement, a lack of promised incentives for forest protection, and an
administration that is antagonistic toward forest protection and Indigenous
rights. The Brazilian Amazon has long been hailed as a success story in
global forest conservation. Between 2004 and 2012, the deforestation rate
dropped by 84 percent, all while soy and beef production increased. Though
market forces played a role, strengthened enforcement capacity and smart
conservation policies—including blocking credit to actors engaged in illegal
deforestation—drove the trend.”? Despite the positive results, Brazil received
results-based payments for less than 1 percent of reductions, which has
weakened political will. Deforestation rates have increased in recent years,
with 2020 showing the highest rate of loss since 2008.7> However, deforesta-
tion has remained below pre-2005 levels.”®

A confluence of factors can explain this surge in forest loss. A 2012 amend-
ment to the Brazilian Forest Code reduced the area of legal reserves
required on rural private properties, putting more than 15 million hectares
of forest in the Amazon at risk, as well as granting amnesty to those who
cleared land before 2008.74 A bill proposed in 2020 would provide similar
amnesty to squatters who illegally deforested up to 2,500 hectares of land
within government-controlled reserves between 2011 and 2019.7° Imazon,
the Amazon Institute of People and the Environment, estimates that if the
bill is passed it could incentivize a new cycle of deforestation as land grab-
bers expect to again be granted amnesty in the future, potentially resulting
in 1.6 million hectares of land being cleared by 2027.7¢

Deregulation and the weakening of enforcement efforts, coupled with
anti-environmental rhetoric by the current administration and road
infrastructure development, may also be driving increased speculative
behavior.”” The federal government cut the budget for environmental
enforcement by 27.4 percent in 2021,78 while fines for environmental crimes
in the Amazon Basin dropped by 42 percent in 2019 despite increasing
(mostly illegal) deforestation. Meanwhile, the Ministry of Defense has
impeded operations by the Brazilian Institute of the Environment and
Renewable Natural Resources (IBAMA) to investigate illegal mining in
indigenous territories.”
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Most governments require environmental and social impact
assessments (ESIAs) before approving development projects

in sectors that drive deforestation; for example, mining and
infrastructure. Yet, their implementation is weak. In many
countries, policies do not give priority to avoiding forest loss,
nor do they consider the full range of direct, indirect, and cumu-
lative impacts.?”

For example, in Asia and the Pacific region, most countries adopted require-
ments for conducting ESIAs and preparing environmental management
plans before the start of mining exploration and extraction projects.”” These
policies, however, often fail to consider the indirect impact of the mine, such
as infrastructural developments and population settlements that may result
in deforestation.®® In Malaysia, for instance, where ESIAs are a legal require-
ment for infrastructure projects, the process is limited to potential local
impacts within a limited spatial scale, and does not require identification

of indirect risks related to roads.®® In Indonesia, for geothermal exploration,
a lighter form of environmental planning and mitigation and monitoring
planis required, even though exploration also requires forest clearing and
extensive road construction.®®

Furthermore, in most countries, ESIAs are not required for mining and infra-
structure developments until a company applies for a license to operate.®' In
such cases, the environmental assessments are much less effective in influ-
encing decision-making by licensing authorities and lead to less effective
controls to mitigate environmental harm.®?

Progress in improving transparency has also been mixed. While
many countries have adopted laws that give citizens the right to
access forest-related information, we found few examples of
governments that released data proactively or developed
systems that made information available to the broader public.

The implementation of Voluntary Partnership Agreements (VPA)P developed
under the EU'’s Forest Law Enforcement, Governance and Trade (FLEGT)

p FLEGT VPAs are bilateral trade agreements between the EU and